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DIRECTORS’ REPORT

The directors present their annual report and financial statements for the year ended 31 December 2012

Principal activity and business review
The Company 1s a holding company for Lloyd's underwnting agency interests, the Group's US operations and for a UK
Insurance intermedary

The profit for the year after taxation was £25,128,000 {2011 £31,208,000) An intenm dividend was declared and paid during
the year of £25,000,000 (2011 £30,000,000) The directors do not recommend a final dividend (2011 £nil) leaving a profit of
£15,981,000 to be transferred to the Company’s reserves (2011 profit of £1,208,000)

Duning the year, the Company made an adddional capital contnbution 1o its subsidiary, Hiscox Europe Underwnting Limited
This was funded by the Company's immediate parent, Hiscox plc The payment by Hiscox plc has been charged to the
Company as a loan payable

In the pror year, there was a recapitalisation of intercompany positions between Hiscox Holdings Inc, the holding company of
the US operating entities and a direct subsidiary of Hiscox Holdings Limited, and Hiscox Underwnting Group Services Limited
of £93,205,000 The capital used in the transaction was used to repay the intercompany positions ansing between the US
operating entities and Hiscox Underwnting Group Services Limited and Hiscox plc

Principal nsks and uncertainties
The Company's pnmary source of Income is generated from dividends and interest amounts on loans with subsidianies

The balance sheet contained Euro labliies in 2012, through which the Company 1s exposed to fluctuations in currency Further
analysis is provided In note 3

The Company s financed by the equity investment from its parent together with retained earnings [n addition, the Company has
two loans outstanding with affilated companies These are interest bearning loans, payable on arm’s length basis based on three
month EURIBOR As such the Company 1s exposed to inlerest rate nsk

Going concern

The financial statements are prepared on a going concern basis which the directors believe to be appropnate and after making
enquiries, the directors have a reasonable expectation that the Company has adequate resources to contnue In operational
existence for the foreseeable future For this reason they continue 1o adopt the going concern basis in prepanng the financial
statements The Company's cash resources are managed on a Group basis Working capital forecasts have been prepared for
the Group up to 31 December 2016, which demonstrate that the Group has sufficient resources to continue In operational
existence for the foreseeable future

Directors
The names of the directors of the Company during the penod of this report are listed on page 1 of these accounts Robert
Hiscox and Robert Childs resigned on 25 February 2013

The directors have no interests in the shares of the Company, nor in any shares of any other Group company other than in the
ulimate holding company, Hiscox Ltd The interests of the directors in the ulumate holding company, who are also directors of
the utimate holding company, are shown in the consolidated financial statements of Hiscox Ltd

Disclosure of information to auditors

The directors who held office at the date of approval of this directors' report confirm that, so far as they are each aware, there 1s
no relevant audit information of which the Company's auditors are unaware, and each director has taken all the steps that they
ought to have taken as a director to make themselves aware of any relevant audit infformation and to establish that the
Company's auditors are aware of that information

Auditors
Pursuant to Section 487 of the Companies Act 2008, the audttors will be deemed to be reappointed and KPMG Audit Pic will
therefore continue in office

y order of the Board

K Taylor
Secretary
1 Great St Helen's
London, EC3A 6HX

23 May 2013
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DIRECTORS’ RESPONSIBILITY STATEMENT IN RESPECT OF THE DIRECTORS REPORT AND THE FINANCIAL
STATEMENTS

The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have elected to
prepare the financial statements in accordance with IFRSs as adopted by the EU and applicable law

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and of the profit or loss of the company for that penod In prepanng these
financial statements, the directors are required to

+ select suitable accounting policies and then apply them consistently,
* make judgments and estimates that are reasonable and prudent,
+ state whether they have been prepared in accordance with IFRSs as adopted by the EU, and

+ prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the company will
continue In business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Comparies Act 2006 They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other wregularities

The directors are responsible for the mamntenance and integnty of the corporate and financial information included on the
company's website Legistation in the UK governing the preparation and dissemination of financial statements may differ from
legislation in cther jJunsdictions
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF HISCOX HOLDINGS LIMITED

We have audited the financial statements of Hiscox Holdings Limited for the year ended 31 December 2012 set out on pages 5
to 16

The financial reporting framework thal has been applied n therr preparation i1s applicable law and International Financral
Reporting Standards (IFRSs) as adopted by the EU

This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the company's members those matters we are required to
state to them m an auditor's report and for no other purpose To the fullest extent permitted by law, we do not aceept or assume
responsibility to anyone other than the company and the company's members, as a body, for our audit work, for this report, or
for the opirions we have formed

Respective responsibihities of directors and auditor

As explained more fully In the Directors’ Responsibiliies Statement set out on page 3, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and farr view Our responsibility 1s to aud,
and express an opinion on, the financial statements in accordance with applicable law and International Standards on Auditing
(UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's) Ethical Standards for
Auditors

Scope of the audit of the financial statements

A descrnption of the scope of an audit of financial statements 1s provided on the Financial Reporting Council's website at
www frc org uk/auditscopeukprnvate

Opimion on financial statements
In our opinion the financial statements

* give a true and fair view of the state of the company's affairs as at 31 December 2012 and of its profit for the year then ended,
* have been properly prepared in accordance with IFRSs as adopted by the EU, and
* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescnbed by the Companies Act 2006

In our opinton the information given In the Directors' Report for the financial year for which the financial statements are prepared
15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you If, in
our opinion

+ adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us, or

- the financial statements are not in agreement with the accounting records and returns, or

- certain disclosures of directors' remuneration specified by law are not made, or

+ we have not receved all the information and explanations we require for our audit

/:F-L—B

Sahm Tharam {Semor Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

15 Canada Square, Canary Wharf

London E14 5GL

23 May 2013
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INCOME STATEMENT
For the year ended 31 December 2012
2012 2011
Note £000 £000
Income
Interest iIncome 4 - 58
Income from shares in subsidiary undertakings 5 25,000 30,000
Foreign exchange gains 7 674 194
Total income 25,674 30,252
Expenses
Administration expenses 6 (729) (743)
Total expenses (729) (743)
Profit before tax 24,945 29,509
Tax credit 14 183 1,699
Profit for the year (all attnbutable to owners of the Company) 25,128 31,208

The Company did not recognise any other comprehensive income n the current or prior year

The notes on pages 9 to 16 are an integral part of these financial statements
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BALANCE SHEET
At 31 December 2012
2012 2011
Note £000 £000
Assets
Investment in subsidiary undertakings 10 160,386 156,358
Financial assets 1 52 52
Loans and recevables 12 1,324 1,829
Cash and cash equivalents 16 a1 -
Current tax 355 122
Total assets 162,158 158,361
Equity and hiabilities
Shareholder's equity
Share capital 13 358 358
Share premium 93,452 93,452
Retained earnings 6,194 6,066
Total equity {all attnbutable to owners of the Company) 100,004 99,876
Trade and other payables 15 62,154 58,485
Total habilities 62,154 58,485
Total equity and habilities 162,158 158,361

The notes on pages 9 to 16 are an integral part of these financial statements

The financial statements were approved by the Board of Directors on 23 May 2013 and signed on its behalf by

5.5 A

S J Brnidges
Director

Hiscox Holdings Limited
Registration no 02203521
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STATEMENT OF CHANGES IN EQUITY
Share Share Retained

Note Capital  Premium Earnings Total

£000 £000 E£000 £000
Balance at 1 January 2011 358 257 4,858 5,473
Profit for the year - - 31,208 31,208
Dividends paid to owners of the Company 17 - - {30,000} {30,000)
Investment in the Company - 93,195 - 93,195
Balance at 31 December 2011 358 93,452 6,066 99,876
Profit for the year - - 25,128 25,128
Dividends paid to owners of the Company 17 - (25.000) (25,000)
Balance at 31 December 2012 358 93,452 6,194 100,004

The notes on pages 9 to 16 are an integral part of these financial statements
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CASH FLOW STATEMENT

For the year ended 31 December 2012

Notes 2012 2011

£000 £000

Profit before tax 24,945 29,509
Profit on sale of associate (41) -
Changes in operational assets and habilities 96 42,600
Net cash flows from operating activities 25,000 72,109
Cash outflow from acquisition of subsidiary - (136,033)
Cash inflow from disposal of associate 41 729
Net cash flows from investing activities 41 (135,304)
Proceeds from the 1ssue of ordinary shares - 93,195
Dividends paid to owners of the Company 17 (25,000) (30,000)
Net cash flows from financing activities (25,000) 63,195
Net increase in cash and cash equivalents 41 -
Cash and cash equivalents at 1 January - -
Net increase In cash and cash equivalents 41 -
Cash and cash equivalents at 31 December 41 -

The Company holds minimal cash and cash equivalents and its cash resources are managed centrally by an entity related by
virtue of common ownership All transactions are settled via intercompany balances and as such, the movement in these

balances are classified as changes in operational assets and habilities

centrally

The notes on pages 9 to 16 are an mtegral par of these financial statements

Dividends te equity shareholders are also settied
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NOTES TO THE FINANCIAL STATEMENTS

1 General informatton

Hiscox Holdings Limited ({the Company) 1s a company registered in England and Wales under the Companies Act 2006 The
address of the registered office 1s provided on the Company information page and the nature of the Company's operations and
principal actvities are included within the Directors’ Report  All operations are continuing

2 Significant accounting policies

21 Statement of comphance

The financial statements have been prepared in accordance wath International Financial Reporting Standards (IFRS) and
interpretations 1ssued by the International Accounting Standards Board (IASB), as adopted by the European Union (EU} and in
accordance with the provisions of the Companies Act 2006

Since 2002, the standards adopted by the IASB have been referred to as ‘International Finanaial Reporting Standards’ (IFRSs)
The standards from prior years continue to bear the title ‘International Accounting Standards’ (JASs) Insofar as a particular
standard 1s not explicitly referred to, the two terms are used in these financial statements synonymously Compliance with IFRS
includes the adoption of interpretations 1ssued by the International Financial reporting Interpretations Committee (IFRIC)

The Company i1s exempt from prepanng consohdated financial statements by virtue of the Comparues Act 2006, as its ultimate
parent company prepares publicly availlable consclidated financial statements that are deemed 1o satisfy the equivalence
requirement of section 401 of the Companies Act 2006 These financial statements therefore present information about the
Company as an individual undertaking only and not about its group

2 2 Basis of preparation

The financial statements are prepared on a going concern basis which the directors believe to be appropnate and, after making
enquines, the directors have a reasonable expectation that the Company has adequate rescurces to continue 1n operational
existence for the foreseeable future For this reason they continue to adopt the going concern basis in preparing the financia
statements The Company's cash resources are managed on a Group basis Working capital forecasts have been prepared for
the Group up to 31 December 2016, which demonstrate that the Group has sufficient resources to continue tn operational
existence for the foreseeable future

The accounting policies adopted are consistent with those of the previous financial year There were no new or amended
Standards and Interpretations issued by the IASB and endorsed by the EU as of 1 January 2012 that had a matenal impact on
the Company

A number of new standards, amendments to standards and interpretations are effective for annual penods beginning after 1
January 2012, and have not been applied in prepanng these consolidated financial statements None of these s expected to
have a significant effect on the financial statements except for IFRS 9

IFRS 9 Financial Instruments sets out the recogniion and measurement requirements for financial instruments and some
contracts to buy or sell non-financial tems The IASB has broken the project into three phases, classification and measurement,
impairment methodology and hedge accounting The IASB continues to add to the standard as it completes the various phases
of s project and # will eventually form a complete replacement for IAS 39 Financial Instruments Recognition and
Measurement

IFRS 9 (2010} Financial Instruments Classification and Measurement 1s due lo be effective from 1 January 2015 Under the
standard, a financial asset 1s measured at amortised cost if it 1s held within a business model whose cbjective 1s to hold assets
to collect contractual cash flows and its cash flows are solely payments of principal and interest All other financial assets are
measured at farr value, with changes in fair value recognised in profil or loss ‘FVTPL', except for some equity investments for
which changes in fair value are recognised in other comprehensive income An exposure draft containing amendments to the
standard was released in November 2012 It introduces a third measurement category, under which a financial asset 1s required
to be measured at fair value through other comprehensive income ‘FVOCI (f its cash flows are solely payments of pnncipal and
interest and are held in a business madel In which assets are managed both in order to collect contractual cash flows and for
sale The existing option to measure an asset at FVTPL in order to reduce an accounting mismatch would be avalable for
financial assets that would otherwise be mandatonly measured at FVOC| The adoption of IFRS 9 will have an effect on the
classification and measurement of the Company’s financial assets

2 3 Investment in associates and subsichary undertakings
Investment in associates and subsidiary undertakings are stated at cost less provision for impairment in value

2 4 Financial assets including loans and receivables

The Company has classified other financial assets as a) financial assets and b) loans and receivables The financial asset in
the accounts relates to a holding of shares n the ultimate company, Hiscox Ltd, and 1s camed at cost Loans and recewables
are non-denvative financial assets with fixed or determinable payments that are not quoted on an active market Loans and
recewvables are carned at amortised cost less any proviston for imparrment in value
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NOTES TO THE FINANCIAL STATEMENTS continued

25 Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually or whenever there 15 an
indication of imparment Assets that are subject to amortisation are reviewed for imparment whenever events or changes In
circumstances indicate that the carrying amount may not be recoverable

(a) Financial assets and investments in subsidianes and assoclates
Objective factors that are considered when determining whether a financial asset or group of financial assets may be impaired
Include, but are not Imited to, the following

- adverse economic or regulatory conditiens that may restnict future cash flows and assel recoverability,
- the likelihood of accelerated obsolescence arnsing from the development of new technologies and products, and
- the continuing operations of the group undertaking

(b) Impairment loss

An impairment loss 1s recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount The
recoverable amount 1s the higher of an asset’s farr value less costs to sell and value In use For the purpose of assessing
imparrment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash generating
units)

Where an impairment loss subsequently reverses, the carrying amount of the asset I1s increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determuined had no impairment loss been recognised for the asset in prior penods A reversal of an impaiment loss I1s
recognised as mcome immediately

26 Revenue
Revenue predominantly compnses dividend income from subsidiary undertakings and 1s recognised when approved by the
shareholders of the related undertaking

27 Taxation
Current tax, including UK corporation tax and foreign tax, I1s provided at amounts expected to be paid (or recovered} using the
tax rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s provided in full, using the hiability method, on temporary differences arising between the tax bases of assets and
habiities and therr camrytng amounts in the financia! statements However, if the deferred income tax anses from intial
recognition of an asset or hability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss, it 1s not recognised Deferred tax 1s determined using tax rates and laws that have
been enacted or substantively enacted by the balance sheet date and are expected to apply when the related deferred tax asset
1s realised or the deferred tax hability 1s setiled Deferred tax assets are recognised to the extent that it 1s probable that the
future taxable profit will be avallable against which the temporary differences can be utiised Deferred tax 1s provided on
temporary differences ansing on investments in subsidianes and associates, except where the Company controls the timing of
the reversal of the temporary difference and it 15 probable that the temporary difference will not reverse in the foreseeable
future

28 Foreign currency

The functional currency of the Company 1s Pound Sterding Foreign currency transactions are iranslated into the functional
currency using the exchange rates prevailing at the dates of the transactions Foreign exchange gains and losses resulting from
the settlement of such transactions and from the retranslation at year-end exchange rates of monetary assets and liabilittes
denominated in foreign currencies are recognised in the income statement, except when deferred in equity as quabfying net
investment hedges Non-monetary items carned at historical cost are translated in the balance sheet at the exchange rate
prevailing on the onginal fransaction date Non-monetary items measured at fair value are translated using the exchange rate
ruling when the fair value was determined

29 Dividend distribution
The dividend distribution to the Company’s shareholder 1s recognised as a liabifity in the Company's financial statements in the
period in which the dividend 1s approved

210 Use of critical estimates, judgements and assumptions

The preparation of Financial Statements requires the use of significant estimates, judgements and assumptions The directors
consider the accounting policies for determining the carrying value of intangible assets and the determination of current and
deferred tax assets and liabilties as being maost critical to an understanding of the Company’s result and position

Determining the carrying value of investments in subsidiary undertakings 1s subject to judgement The directors review the
recoverability of the asset based on the expected future benefits including related future cash flows Should it be considered
that the asset will not generate suffictent present valued future benefits for the Company, the asset will be deemed impaired

Legislation concerning the determination of taxation assets and habilities 1s complex and continually evolving In preparng the
Company's financial statements, the directors estimate taxation assets and lhabiittes after taking appropriate professional
advice The determination and finalisation of agreed taxation assets and liabilites may not occur until several years after the
balance sheet date and consequently the final amounts payable or receivable may differ from those presently recorded in these
financial statements
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NOTES TO THE FINANCIAL STATEMENTS confinued

3 Management of risk

Overview of nsk

The Company 1s part of the Hiscox Group whose Board has developed a governance framework and set Group-wide sk
management policies and procedures which cover specific areas such as nisk identification, nsk management and mitigation,
and nisk reporting The overall appetite for accepting and managing varying classes of nsk 1s defined by the Group's Board
The main nsks that the Company s exposed to are interest rate risk, hquidity nsk and currency nisk

3 1 Interest rate risk

The Company has exposure to interest rate rnisk from its intercompany loan from the affilated company Hiscox International
Holdings BV The loan note accrues nterest at the three month EURIBOR rate plus 3% Fluctuations in the EURIBOR will
therefore affect the interest charge to the Company

A 10% increase or decrease in the EURIBOR rate for 2012 would have increased or decreased the interest expense charge by
£12,000

32 Liquidity nisk

Exposure to hquidity nsk 1s considered to be minimal in the Company with all receivables and payables due from or to Group
companies

3 3 Currency nsk

The profile of the Company’s assets and lhiabilties, categonsed by currency at therr translated carrying amount, at 31 December
was as follows

As at 31 December 2012

Sterling US Dollar Euro Total
£000 £000 £000 £000
Investment in subsidiary undertakings 9,062 125,999 25,325 160,386
Fmancial assets 52 - - 52
Loans and receivables 1,324 - - 1,324
Cash and cash equivalents 41 41
Current tax 355 - - 355
Total assets 10,834 125,999 25,325 162,158
Trade and other payables 42,082 - 20,072 62,154
Total habilities 42,028 - 20,072 62,154
As at 31 December 2011
Sterling US Dollar Euro Total
£000 £000 £000 £000
Investment in subsidiary undertakings 9,082 125,999 21,297 166,358
Financial assets 52 - - 52
Loans and recevables 1,829 - - 1,829
Cash and cash equivalents - - - -
Current tax 122 - - 122
Total assets 11,065 125,999 21,297 158,361
Trade and other payables 38,466 - 20,019 58,485
Total habilities 38,466 - 20,019 58,485

Sensitivity analysis

The estimated impact of a 10% strengthening or weakening of the Euro against the Pound Sterling occurring on total equity and
on profit before tax 1s shown betow This analysis assumes all other vanables remain constant and that the underlying valuation
of assets in their base currency i1s unchanged

Effect on Effect on

Effect on profit Effecton  profit before

equity before tax equity tax

2012 2012 201 2011

£000 £000 £000 £000

Strengtheming of Euro (1,684) (2,230) (1,635) (2,224)

Weakening of Eurg 1,378 1,825 1,338 1,820
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NOTES TO THE FINANCIAL STATEMENTS continued

4 Interest income

Interest income of £mil (2011 £58,000) was generated from a US Dollar loan between the Company and one of its subsidianes
This loan was repaid duning the pnor year

5 Income from subsidiary undertakings

The Company received income from the following subsidiary companies

2012 2011

£000 £000
Hiscox Syndicates Limited (dividend) 25,000 30,000
Total dividends received 25,000 30,000
6 Administration expenses

2012 2011

£000 £000
Auditors' remuneration — audit of these financial statements 5 2
Loan interest payable 763 697
(Gam)/loss on sale of associate 41) 33
Other expenses 2 11
Total admtistration expenses 729 743

The Company does not employ any staff and no staff costs have been recharged to the Company for the year

Audit fees are payable to the Company’s external auditor, KPMG Audit Plc, its member firms and its associates (exclusive of
VAT) and are entirely for the audit of the financial statements Total fees paid to the auditor and other associates
are disclosed in the Hiscox Ltd financial statements (note 11 of the annual report)

The loan interest payable i1s on the loan incurred with Hiscox International Holdings BY

7 Foreign exchange gains

2012 2011
£000 £000
Exchange gains 674 194

Foreign exchange gains and losses arise as a result of revaluation of the loan from Hiscox Insurance Holdings BV
which 1s payable in Euros

8 Directors’ remuneration

Ali the executive directors of the Company are employed by Hiscox Underwnting Group Services Limited The
Company has not been recharged for their services during the year (2011 £n1l) The remuneration charge for the
highest paid director as recharged to the Company was Enil (2011 £nil)

The directors may be members of a defined contribution scheme Some of the directors of the Company are
members of a defined benefit scheme that closed to future accrual with effect from 31 December 2006 These
details are shown in the table below, along with aggregate gains made on share options and performance share
plan awards durning the current and prior year

2012 2011
Deferred members of the defined benefit scheme 2 2
Pensioner members of the defined benefit scheme 2 2
Active members of the defined contnbution scheme - 2
Deferred members of the defined contribution scheme 2 -
Aggregate gains made on share options and performance share 1,161 638

plan awards (£000)
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NOTES TO THE FINANCIAL STATEMENTS continued

9 Investment in associates

2012 2011
Movement in carrying value £000 £000
At 1 January - 761
Disposal of associates - (761)

At 31 December - -

Punng the year the Company received the final installment of £41,000 for the sale of Plexstar Insurance Services Ltd in 2011
Thus has been included in administration expenses

10 Investment in subsidiary undertakings

2012 2011
Cost £000 £000
At 1 January 156,358 20,325
Additions dunng the year — Hiscox Holdings Inc - 115,135
Additions during the year — Hiscox International Holdings BV - 20,898
Additions dunng the year — Hiscox Europe Underwriting Limited 4,028 -
Al 31 December 160,386 156,358

Dunng the year, the Company made an additonal capital contnbution to its subsidiary, Hiscox Europe Underwnting Limited
This was funded by the Company’'s immediate parent, Hiscox plc The payment by Hiscox plc has been charged to the
Company as a loan payable See Note 15

A full hsting of the Company's investments in subsidiary undertakings 1s given in note 18

11 Financial assets

The financial asset represents the holding of 54,560 shares in the ultimate parent company, Hiscox Ltd The Company holds
these shares at cost

12 Loans and receivables

2012 2011
£000 £000
Amounts due from Group undertakings 1,289 1,795
Other debtors 35 34
Total loans and recevables 1,324 1,829
2012 2011
£000 £000

The amounts expected to be recovered before and after one year are estimated as follows
Within one year 1,324 1,829
After one year - -

Amounts due from Group undertakings are repayable on demand, however repayment has not been requested

13 Share capital

2012 2011
Number of Number of
shares £000 shares £000
Authonsed
US Dollar deferred shares of US$0 01 each 3,100,000 20 3,100,000 20
Ordinary shares of 10p each 10,000,000 1,000 10,000,000 1,000
13,100,000 1,020 13,100,000 1,020
Called up, aliotted and fully paid shares of £1 each
US Dollar deferred shares of US$0 01 each 2,584,874 17 2,584,874 17
Ordinary shares of 10p each 3,408,000 341 3,408,000 341
5,992,874 358 5,992,874 358

The US Dollar deferred shares have no voting nghts The US Dollar deferred shareholders are not entitled to recewe any
dividends On hquidation the US Dollar deferred shareholder will only recewve a return of ther capital investment after the
ordinary shareholders have been repaid
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NOTES TO THE FINANCIAL STATEMENTS continued

13 Share capital continued

Changes in the Company's share capital

Ordinary

share Share

capital premium

£000 £000

Balance at 1 January 2011 358 257

Issue of new shares - -

Increase in Holding Company's ownership - 93,185

Balance at 31 December 2011 358 93,452

Additional contnibuted capital - -

Batance at 31 December 2012 358 93,452

14 Tax expense

The amounts charged in the consolidated income statement comprise the following:

2012 2011

£000 £000

Current tax
Credit for the year (183) (172)

Adjustment in respect of prior year (1.517)
Total current tax credit (183) (1,689)
Deferred tax

Credit for the year - )]
Total deferred tax credit - (10)
Total tax credit to the income statement {(183) (1,689)

The tax credit on the Company’s profit before tax differs from the theoretical amount that would anse using the average tax rate
applicable to profits of the Company as follows

2012 2011
£000 £000
Profit befare tax 24,945 29,509
Tax calculated at the standard corporation tax rate applicable in the UK of 24 5% (2011
26 5%) 6,112 7.820
Effects of
Expenses not deductable 9 -
Non taxable income {6,304) (8,002)
Prior year tax adjustments - (1,517)
Total tax credit for the year {183) {1,699)

The Company 1s part of a Group Payment Arrangement for corporation tax purposes and accordingly tax balances are settled
by the UK parent company, Hiscox plc  The corporation tax balances disclosed above represent amounts surrendered or
received from Group companies as part of this process

Factors affecting tax charges in future years

Buring the year, as a result of the changes in the UK main corporation tax rate lo 24% that was substantively enacted on 26
March 2012 and was effective from 1 Apnl 2012, and the reduction to 23% that was substantively enacted on 3 July 2012 and
that will be effective from 1 Apnl 2013, the relevant deferred tax balances have been re-measured Further reductions to the UK
corporation tax rate were announced n the Autumn 2012 Pre-Budget statement and the 2013 Budget statement respectively
The changes are expected to be enacted i the Finance Bill 2013 and propose to reduce the rate by 2% to 21% from 1 Aprnil
2014 and a further 1% to 20% from Apnf 2015

These changes have not been substantively enacted at the balance sheet date and therefore are not recognised in these
financial statements The impact of these changes in future pericds will be dependent on the level of taxable profits in those
perods
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15 Trade and other payables
2012 2011
£000 £000
Amounis due to Group undertakings 62,154 58,474
Other creditors - 11
Total trade and other payables 62,154 58,485

During the year the company entered into a loan arrangement for €4,760,000 (£4,028,000) from its Parent to fund the additional

capital contribution of the same amount to Hiscox Europe Underwnting Limited The loan is repayabte on demand

2012 20Mm
£000 £000
The amounts expected to be recovered before and after one year, are estimated as follows -
Within one year 62,154 58,485
After one year - -
Amounts due to Group undertakings are repayable on demand, however repayment has not been requested
16 Cash and cash equivalents
2012 2011
£000 £000
Cash at bank and in hand 11 -
The Company's cash and cash equivalents are held with financial institutions in the UK
17 Dividends paid to owners of the Company
2012 2011
£000 £000
Intenm dividends in respect of the current year 25,000 30,000
18 Principal subsidiary companies of Hiscox Holdings Limited at 31 December 2012
Company Nature of business Country of mcorporation
Hiscox Underwnting Ltd* Underwriting agent Great Bntain
Hiscox Internationat Holdings B V Insurance holding company Netherlands
Hiscox AG Underwniting agent Germany
Hiscox Holdings Inc * Insurance holding company USA (Delaware)
Hiscox Inc Underwnting agent USA (lilinois}
Bracken Hill Speciality Insurance Company Inc Insurance Company USA (llinois)
ALTOHA Inc Insurance holding company USA (Delaware)
Hiscox Insurance Services Inc Underwriting agent USA (lllinois)
Hiscox Insurance Company Inc General insurance USA (llinois}
Hiscox Insurance Services (Guernsey) Limited Service company Great Bntain
Hiscox Syndicates Limited” Lloyds Managing agent Great Bntain
Hiscox ASM Ltd* Insurance intermediary Great Bniain
Insurex-Exposure Limited” Cormant Great Britain
Hiscox Europe Underwriting Limited* Insurance intermediary Great Bniain
Hiscox Europe Services Lirmited Service company Great Bntain
Roberis & Hiscox (Underwnting Agencies) Limited* Dormant Great Bntain

*Heid directly

All companies are wholly owned The proportion of voting nghts of each subsidiary held is the same as the proportion of equity

shares held
19 Ultimate parent company

The Company 15 a subsidiary of Hiscox plc , incorporated in Great Britain

The smallest and largest group in which the results of the Company are consolidated 1s that headed by Hiscox Ltd, Bermuda
No other group financial statements include the resulis of the Company The consolidated financial statements of this group are

available to the public and may be obtained from Wessex House, 45 Reid Street, Hamilton, Bermuda
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20 Related party transactions

Dunng the prior year the Company entered into a loan with one of its subsidianes, Hiscox International Holdings BV This 1s a
interest bearing loan payable on an arm’s length basts to Hiscox International Holdings BV by the Company Hiscox
Underwnting Group Services Limited I1s a service company n the UK which pays all UK suppliers and recharges the relevant
expenditure to the Company

The following balance sheet amounts were outstanding at year end with related parties

Balance sheet net assets and habilities outstanding relating to related group 2012 2011
companies £000 £000
Assets
Subsidianes 525 1,025
Fellow Group Companies 764 770
1,289 1,795
Liabilities
Subsidianes 21,048 20,957
Fellow Group Companies 37,078 37,528
58,126 58,485

Income and expenditure

The foreign exchange gains recorded in profit befare tax are purely in retation to translation of the loan position with Hiscox
International Holdings BV

The interest Income recorded in profit before tax during the pnor year relates purely to loan interest income receivable from a
subsidiary company

Hiscox Underwnting Group Services Limited recharged £6,000 (2011 £6,000) expenses during the year in relation to day to day
expenditure



