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STRATEGIC REPORT

Principal activities

The Company is a holding company for Lloyd’s underwriting agency interests, the Group’s USAoperations and for a UK
insurance intermediary.

During the year the company made a capital contribution to its subsidiary, Hiscox ASM Ltd, of £2,000,000 (2015: to Hiscox
Underwriting Limited of £6,000,000).

There have not been any significant changes in the Company’s principal activities in the year under review and at the date of
reporting, there are no significant changes expected in the Company’s principal activities.

Business review and key performance indicators

The Company generated a loss before tax for the year of £5,822,000 (2015: profit of £17,449,000). The loss for the year
includes the following notable items :

- No dividend income compared to £20,000,000 in 2015;
- Loan interest payable of £3,858,000 (2015: £3,348,000);
- Foreign exchange losses of £2,269,000 (2015: gains of £824,000).

The shareholders’ equity is £125,285,000 at December 2016 (2015: £130,513,000). The movement is as a result of the loss
after tax for the year.

The directors consider the profit or loss before tax as the key performance indicator of the Company, with the understanding
that the loan interest payable has a significant impact on the results of the Company and identifying that dividend income is the
main source of income for the Company.

As the principal business of the Company is that of a holding company, there are no other specific key performance indicators to
report.

Principal risks and uncertainties

The Company is an intermediate holding company in the Hiscox Group. The Company’s primary source of revenue comprises
dividend receipts from its subsidiaries, although none were paid during the year (2015: £20,000,000).

The Company’s balance sheet includes significant investments in, and amounts receivable from, subsidiary companies. The
recoverability of these balances is dependent on the continued solvency of these companies. The principal risks relating to each
of these companies are outlined in their respective 31 December 2016 financial statements.

The Company’s balance sheet also includes significant bond issuance to its ultimate parent company. One of these bonds is
based in US Dollars, and is therefore exposed to foreign exchange fluctuations. This US Dollar bond has been utilised for
investment in its parents subsidiaries in Asia. The Company is also exposed to interest rate risk as a result of issuing the bond.

Information on the Company's efforts to manage the general risks disclosed above is presented in note 3 to the financial
statements.

Future developments
The Company will continue in operation as an intermediate holding company in the UK.

On behalf of the Board

y

H A Hussain
Director

1 Great St Helen’'s
London, EC3A 6HX

29 September 2017
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DIRECTORS’ REPORT

The directors present their annual report and audited financial statements for the year ended 31 December 2016.

The Company is a wholly owned subsidiary of Hiscox Ltd, a public company incorporated and domiciled in Bermuda whose
ordinary share capital is listed on the London Stock Exchange. Hiscox Ltd is the company’s ultimate parent company. Copies of
its consolidated financial statements are available from the Company Secretary at Hiscox Ltd, 4™ Fioor, Wessex House, 45 Reid
Street, Hamilton HM 12, Bermuda.

Dividends and transfers to reserves
The directors did not pay any dividends to the parent company, Hiscox plc (2015: nil) during the year.

The loss for the financial year after tax of £5,228,000 (2015: profit of £18,061,000) has been transferred from the Company's
retained earnings (2015 : to the Company’s retained earnings).

Going concern

After making enquiries, the directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for the foreseeable future. For this reason they continue to adopt the going concern basis in preparing 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 2021, 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 year of this report are listed on page 1 of these financial statements. The
directors have no interests in the shares of the Company, nor in any shares of any other Group company other than in the
ultimate parent company, Hiscox Ltd. The interests of the directors in the ultimate parent company, who are also directors of the
ultimate parent company, are shown in the consolidated financial statements of Hiscox Ltd.

Future developments and principal risks have been disclosed in the Strategic Report.

Indemnity insurance

A policy of indemnity insurance cover to the benefit of the directors of the company has been in force during the year ended 31
December 2016 and at the date of this report.

Political and Charitable Contributions

The Company did not make any political or charitable contributions during the year (2015: £nil).

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
is 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 information and to establish that the
Company's auditors are aware of that information.

Independent Auditors

In accordance with Section 485 of the Companies Act 2006, PricewaterhouseCoopers LLP (PwC) were appointed as the
company’s registered auditors on 29 June 2016.

By order of the Board

D .0, Umur

D J Gormley
Secretary

1 Great St Helen's
London, EC3A 6HX

29 September 2017
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Annual Report and the Financial Statements in accordance with applicable law
and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union. 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 period. In
preparing the financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

+ state whether applicable IFRSs as adopted by the European Union have been followed, subject to any material departures
disclosed and explained in the financial statements;

* make judgements and accounting estimates that are reasonable and prudent; and

+ prepare the financial statements on the going concern basis unless it is inappropriate 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 Companies Act 2006.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

In the case of each director in office at the date the Directors’ Report is approved:
+ so far as the director is aware, there is no relevant audit information of which the company’s auditors are unaware; and

« they have taken all the steps that they ought to have taken as a director in order to make themselves aware of any relevant
audit information and to establish that the company's auditors are aware of that information.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF HISCOX HOLDINGS LIMITED

‘Report on the fmancnal statements

- Our opinion )
In our opinion, Hiscox Holdlngs letted s flnancral statements (the "fmancual statements") ,
~“.e  give atrue and fair view of the state of the company’s affalrs as at 31 December 2016 and of its Ioss and cash flows tor .
-the year then ended;
¢ have been properly prepared in: accordance with Internatlonal Flnanmal Reporting Standards (“IFRSs") as adopted by
" the European Union; and’ .
e have been prepared in accordance with the requirements of the Companles Act 2006.

What we have aud/ted .

T The-financial statements, included-within the Annual Report and Financial Statements (the “Annual Report”) compnse

° the Balance Sheet as at 31 December 2016; .
* the Statement of Profit or Loss and Other Comprehensive Income for the year then ended
the Statement of Changes in Equ1ty for the year then ended; .

- the Statement of Cash Flows for the year then ended; and :

"+ the notes to the financial. statements which include a’ summary of sngnlflcant accountlng polrmes and other explanatoryl
|nformat|on o

: The trnanmal reporting framework that has been applled in the preparatlon of the fmancral statements is IFRSs as adopted by
the European Unlon and apphcable law. . :

In applylng the tmancral reportmg framework the directors have made a number of subjective judgements for example in
respect of significant accountmg estimates. In-making such estlmates they have made assumptions and- consudered future
events. ,

Opinions on other matters pr‘escribed by the Companies Act 2006

" In our opinion, based on the work undertaken in the course of the audit:

¢ . the information given in the Strategic Report and the Directors’ Report for the financial year for WhICh the f|nanC|aI
" statements are prepared is consistent with the financial statements; and .

. the Strategic Report and the Directors’ Report have been prepared in accordance W|th appllcable legal reqwrements

'In addmon in light of the. knowIedge and understanding of the company and its environment obtarned in the couise of the audlt '
we are required to report if we have identified any material misstatements in the Strateglc Report and the Dlrectors Repon We -
have nothlng to report in this respect ' .

‘ Ot_hermatters on whlch we are required to report by exception-
Adequacy of accounting records and information and explanations received
Undeér the Companies Act 2006 weare required to report to you if, in"our opinion:
+ we have not received all the information and explanations we require for.our audit; or : .
"o adequate accounting records have not been kept, or returns adequate for our audit have not been recelved from
" branches not visited by us; or oo
¢ the financial statements are not in agreement wrth the accountlng records and returns.

) We have no exceptrons tor report ansrng from thls responsibility.

:Dlrectors remuneration U : -
Under the.Companies Act.2006 we aré required to report to you if, in our opinion, certain disclosures of drrectors remuneratlon
specmed by law are not made. We have no exceptions to report arising from this responsibility. :

Responsnblhtles for the fmancnal statements and the audlt
‘Our responsibilities and those of the directors : :
-« As explained more fully in the Statement of Directors’ Responsibilities in respect of the Financial Statements set out on page 4
the directors are responsible for the preparation of the fmancnal statements and for being satisfied that they give a true and falr )
view. . : .
- - Our responsibility is to audit-and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) (“ISAs (UK'& Ireland)”). Those standards requnre us to comply with the
. Audrtlng F’ractlces Board's Ethrcal Standards for Auditors. S N
This report mcludlng the opinions; has been prepared for and only for the company’s members as a- body in accordance with -
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions,. accept or
~ assume responsibility for any other purpose or to any other person to whom this report is shown or rnto whose hands |t may
come save where expressly agreed by our prior consent in wrltlng :
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"INDEPENDENT AUDITORS’ REPORT. TO THE MEMBERS OF HISCOX HOLDINGS LIMITED Continued

' What an audit of financial statements /nvo/ves S
We conducted our audit in ‘accordance with ISAs (UK & Ireland) An audit involves obtarnlng evidence about the amounts and-
.- disclosures in the financial statements sufficient to give reasonable assurance that the financial statements are free from
- material misstatement, whether caused by fraud or error. This includes an assessment of: : _
X e whether the accountrng policies are appropriate to the companys crrcumstances and have been consnstently apphed .
- ‘and adequately disclosed;
e . the reasonableness of significant accountmg estimates made by the drrectors and
“the overall presentatlon of the financial statements. . :

We pnmanly focus our work in these areas by assessing the dtrectors judgements agalnst avarlable evrdence formrng our own
judgements and evaluatmg the dlsclosures in the financial statements. S

We test and examine mformatron usrng sampllng and other audrtrng techniques, to the extent we consider necessary to provrde
"a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectnveness of controls,
substantive procedures ora combination of both.

In addltlon we read all the ﬂnancral and non-financial information in the Annual Report to |dent|fy material |ncon3|stencres with
the audited financial statements. and to identify any information that is apparently materially incorrect based- on, or matenally
inconsistent with; the knowledge acquired by us in the course of performing the audit. If we become aware’of any apparent
‘material misstatements or inconsistencies we consider the implications for our repart. With respect to the Strategic Report and
Directors’ Report we consider whether those reports include the disclosures required by applicable Iegal requirements.

A ‘ Tae—~—N
Paul Pannell (Senior Statutory Audltor)
for and on behalt of PncewaterhouseCoopers LLP,
- Chartered Accountants and Statutory Auditor

London ‘
29 September2017 T
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2016

2016 2015
Note £000 £000
Revenue
Income from shares in subsidiary undertakings 4 - 20,000
Net fair value gains on financial assets at fair value through profit or loss 335 -
Total Revenue 335 20,000
Expenses
Loan interest payable 6 (3,858) (3,348)
Administration expenses 5 (30) (27)
Foreign exchange (losses)/gains (2,269) 824
Total expenses (6,157) (2,5651)
(Loss)/profit before tax (5,822) 17,449
Tax credit 12 594 612
(Loss)/profit for the year (all attributable to owners of the Company) (5,228) 18,061

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

The notes on pages 11 to 20 are an integral part of these financial statements.
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BALANCE SHEET

AS AT 31 DECEMBER 2016

2016 2015
Note £000 £000
Assets )
Investment in subsidiary undertakings 8 213,046 211,046
Financial assets 9 387 52
Loans and receivables 10 103,035 114,862
Current tax 1,332 1,163
Total assets ' 317,800 327,113
Equity and liabilities
Share capital 11 358 358
Share premium 93,452 93,452
Retained earnings 31,475 36,703
Total equity (all attributable to owners of the Company) 125,285 130,513
Deferred tax 13 57 -
Financial Liabilities 14 102,418 94,217
Trade and other payables 15 90,040 102,383
Total liabilities 192,515 196,600
Total equity and liabilities 317,800 327,113

The notes on pages 11 to 20 are an integral part of these financial statements.

The financial statements were approved by the Board of Directors on 29 September 2017 and signed on its behalf by:

V7

H A Hussain
Director

Hiscox Holdings Limited
Registration no. 02203521
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2016
Total
Equity
(all

attributable to

Share Share Retained owners of the

Capital Premium Earnings Company)

£000 £000 £000 £000

Balance at 1 January 2015 358 93,452 18,642 112,452
Profit for the year - - 18,061 18,061
Balance at 31 December 2015 and 1 January 2016 358 93,452 36,703 130,513
Loss for the year - - (5,228) (5,228)
Balance at 31 December 2016 358 93,452 31,475 125,285

The notes on pages 11 to 20 are an integral part of these financial statements.
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2016

2016 2015

£000 £000
(Loss)/profit before tax (5,822) 17,449
Net fair value (gains)/losses on financial assets (335) -
Changes in operational assets and liabilities 8,157 (11,496)
Net cash flows from/(used in) operating activities 2,000 5,953
Cash outflow from investment in subsidiary (2,000) (6,000)
Net cash outflow from investing activities (2,000) (6,000)
Net decrease in cash and cash equivalents - 47
Cash and cash equivalents at 1 January - 47
Net decrease in cash and cash equivalents - (47)

Cash and cash equivalents at 31 December

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 liabilities. Dividends to equity shareholders are also settled

centrally.

The notes on pages 11 to 20 are an integral part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. General information

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

2 Significant accounting policies
2.1 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) and
interpretations issued 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 Financial Reporting Standards’ (IFRSs).
The standards from prior years continue to bear the title ‘International Accounting Standards’ (IASs). Insofar as a particular
standard is not explicitly referred to, the two terms are used in these financial statements synonymously. Compliance with IFRS
includes the adoption of interpretations issued by the International Financial reporting Interpretations Committee.

The Company is exempt from preparing consolidated financial statements by virtue of the Companies Act 2006, as its ultimate
parent company prepares publicly available consolidated financial statements that are deemed to 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 presented in Pounds Sterling and are rounded to the nearest thousand unless otherwise stated.
They are compiled on a going concern basis and prepared on the historical cost basis except certain financial instruments that
are measured at fair value. The balance sheet of the Company is presented in order of increasing liquidity.

After making enquiries, the directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for the foreseeable future. For this reason they continue to adopt the going concern basis in preparing 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 2021, which demonstrate that the Group has sufficient resources to continue in
operational existence for the foreseeable future.

Except as described below, the accounting policies presented in these Financial Statements are consistent with those of the
previous financial year.

A number of new standards, amendments to standards and interpretations, as adopted by the European Union, are effective for
annual periods beginning on or after 1 January 2016. They have been applied in preparing these financial statements. There
were no new standards, amendments or interpretations that had a material impact on the Company.

The amendments included minor changes to the 1AS 1: Presentation of Financial Statements.

The following new standards, amendments to standards and interpretations are effective for annuai periods beginning on or
after 1 January 2017 and have not been applied in preparing these financial statements.

- IFRS 15: Revenue from Contracts with Customers replaces IAS 18 and is effective from 1 January 2018. The
changes would have an impact on the timing of when the revenue is recognised and the period over which it is recognised.
Based on the Company’s preliminary assessment, it expects no significant impact on its financial statements.

— IFRS 9: Financial Instruments; Classification and Measurement. The new standard is effective for annual periods
beginning on or after 1 January 2018. IFRS 9 addresses the classification, measurement and derecognition of financial assets
and financial liabilities. Based on currently available information and may be subject to changes arising from further detailed
analyses, the Company expects no impact on the classification and measurement of its financial assets. While the Company
has not yet undertaken a detailed assessment of how its impairment provisions would be affected by the new model, it may
result in an earlier recognition of credit losses.
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NOTES TO THE FINANCIAL STATEMENTS continued

2.3 Foreign currency translation

The functional currency of the Company is Pound Sterling. Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resuiting from
the settlement of such transactions and from the retranslation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the statement of profit or loss and other comprehensive income. Non-
monetary items carried at historical cost are translated in the balance sheet at the exchange rate prevailing on the original
transaction date. Non-monetary items carried at historical cost are transiated using the exchange rate ruling when the fair value
was determined.

2.4 Investments in associates and subsidiary undertakings
Investments in associates and subsidiary undertakings are stated at cost less provision for impairment in value.
2.5 Financial assets including loans and receivables

The Company has classified financial assets as a) financial assets at fair value through profit or loss and b) loans and
receivables. Management determines the classification of its financial investments at initial recognition. The classification
depends on the purpose for which the financial assets are acquired.

Fair value for securities quoted in active markets is the bid price exclusive:of transaction costs. For the minority of instruments
where no active market exists, fair value is determined by referring to recent transactions and other valuation factors including
the discounted value of expected future cash flows. Fair value changes are recognised immediately within the investment result
line in the income statement.

The financial asset in the financial statements relates to a holding of shares in the ultimate parent company, Hiscox Ltd. Loans
and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted on an active market.
Loans and receivables are carried at amortised cost less any provision for impairment in value.

2.6 Impairment of assets

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

(a) Non-financial assets
Objective factors that are considered when determining whether a non-financial asset (such as an intangible asset or item of
property, plant and equipment) or group of non-financial assets may be impaired include, but are not limited to, the following:
* adverse economic, regulatory or environmental conditions that may restrict future cash flows and asset usage and/or
recoverability;
= the likelihood of accelerated obsolescence arising from the development of new technologies and products; and
= the disintegration of the active market(s) to which the asset is related.

(b) Financial assets
Objective factors that are considered when determining whether a financial asset or group of financial assets may be impaired
include, but are not limited to, the following:
* negative rating agency announcements in respect of investment issuers and debtors;
significant reported financial difficulties of investment issuers and debtors;
actual breaches of credit terms such as persistent late payments or actual default;
the disintegration of the active market(s) in which a particular asset is traded or deployed; and
adverse economic or regulatory conditions that may restrict future cash flows and asset recoverability

(c) Impairment loss

An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value less costs to sell and value in use. For the purpose of assessing
impairment, 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 is 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
determined had no impairment loss been recognised for the asset in prior periods. A reversal of an impairment loss is
recognised as income immediately.

2.7 Financial liabilities
All borrowings are measured at amortised cost at each balance sheet date using the effective interest method. Any difference

between the remeasured amortised cost carrying amount and the ultimate redemption amount is recognised in the income
statement over the period of the borrowings.
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NOTES TO THE FINANCIAL STATEMENTS continued

2.8 Revenue

Revenue predominantly comprises dividend income from subsidiary undertakings and is recognised when approved by the
shareholders of the related undertaking.

2.9 Taxation

Current tax, including UK corporation tax and foreign tax, is 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 is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements. However, if the deferred income tax arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss, it is not recognised. Deferred tax is 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
is realised or the deferred tax liability is settled. Deferred tax assets are recognised to the extent that it is probable that the
future taxable profit will be available against which the temporary differences can be utilised. Deferred tax is provided on
temporary differences arising on investments in subsidiaries and associates, except where the Company controls the timing of
the reversal of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable
future.

2.10 Dividend distribution

The dividend distribution to the Company’s shareholder is recognised as a liability in the Company's financial statements in the
period in which the dividend is approved.

2.11 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 liabilities as being most critical to an understanding of the Company’s result and position.

Determining the carrying value of investments in subsidiary undertakings is 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 sufficient present valued future benefits for the Company, the asset will be deemed impaired.

The Company carries its financial investments at fair value through profit or loss with fair value determined using published price
quotations in the most active financial markets in which the assets trade. During periods of economic distress and diminished
liquidity, the ability to obtain quoted bid prices may be reduced and as such a greater degree of judgment is required in
obtaining the most reliable source of valuation note 3 to the financial statements discusses the reliability of the Company’s fair
values.

Legislation concerning the determination of taxation assets and liabilities is complex and continually evolving. In preparing the
Company’s financial statements, the directors estimate taxation assets and liabilities after taking appropriate professional
advice. The determination and finalisation of agreed taxation assets and liabilities 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.

3 Management of risk

Overview of risk

The Company is part of the Hiscox Group whose Board has developed a governance framework and set Group-wide risk
management policies and procedures which cover specific areas such as risk identification, management and mitigation, and
reporting. The overall appetite for accepting and managing varying classes of risk is defined by the Group’s Board. The main
sources of risk relevant to the Company’'s operations and its financial statements relate to financial risk. Note 3.1 onwards
outlines the Company’s sensitivity to financial risk generally. The Company is also exposed to the risk of continuing operations
of its subsidiaries and the carrying value of its investment in them. The directors have an expectation that the Company's
subsidiaries will continue in operation for the foreseeable future.

3.1 Financial risk

Overview
The Company is exposed to financial risk through its ownership of financial assets including loans and receivables and financial
liabilities. These items collectively represent a significant element of the Company’s net shareholder funds.

The key financial risk is that the proceeds from its financial assets including loans and receivables are not sufficient to fund
liabilities. The main risks that the Company is exposed to are interest rate risk, liquidity risk and currency risk. The Company’s
policies and procedures for managing these risks are detailed below.



HISCOX HOLDINGS LIMITED - ANNUAL REPORT AND FINANCIAL STATEMENTS 2016 Page 14

NOTES TO THE FINANCIAL STATEMENTS continued

3.1 Financial risk continued

The Company is also exposed to the risk of continuing operations of its subsidiaries and the carrying value of its investment in
them would be less than the recoverable value. In addition, the Company is exposed to credit risk of the parent company,
Hiscox plc. due to a financial guarantee issuance is in the form of a pledge of shares to its subsidiary, Hiscox Insurance
Company Ltd, in relation to a bank facility executed by the parent company. The directors have an expectation that the
Company’s subsidiaries will continue in operation for the foreseeable future.

(a) Interest rate risk
The Company has exposure to interest rate risk from certain of its loans which are floating;

-US Dollar Bond which accrues interest at the six month USD LIBOR rate plus 3.5%. Fluctuations in the USD LIBOR will
therefore affect the interest charge to the Company. A 10% increase or decrease in the USD LIBOR rate for 2016
would have increased or decreased the interest expense charge by £53,000 (2015: £47,000).

- Intercompany loans outstanding with Hiscox Underwriting Limited accrue interest 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 2016 would have increased or decreased the interest expense charge by £1,000 (2015:
£15,000).

(b) Liquidity risk

Liquidity risk is the risk that cash may not be available to pay obligations when due at a reasonable cost. The Board sets limits
on the minimum proportion of maturing funds available to meet such calls and on the minimum level of borrowing facilities that
should be in place to cover maturities, claims and surrenders at unexpected levels of demand. Exposure to liquidity risk is
considered to be minimal in the Company with all receivables and payables due from or to Group companies.

(c) Currency risk

The Company has a US Dollar bond and intercompany positions with associated companies in US Dollars and Euros, and
therefore has exposure to currency risk. Currency risk is managed overall at the Hiscox Group level, with the Group's currency
balance sheet being reviewed on a frequent basis.

The profile of the Company's assets and liabilities, categorised by currency at their translated carrying amount, at 31 December
was as follows :

As at 31 December 2016

Sterling US Dollar Euro Total
£000 £000 £000 £000
Investment in subsidiary undertakings 18,511 169,210 25,325 213,046
Financial assets carried at fair value 387 - - 387
Loans and receivables 103,035 - - 103,035
Current tax 1,332 - - 1,332
Total assets 123,265 169,210 25,325 317,800
Deferred tax 57 - - 57
Financial liabilities 50,000 52,418 - 102,418
Trade and other payables 69,485 8 20,547 90,040
Total liabilities 119,542 52,426 20,547 192,515
As at 31 December 2015
Investment in subsidiar); undertakings 16,511 169,210 25,325 211,046
Financial assets carried at fair value 52 - - 52
Loans and receivables 114,862 - - 114,862
Current tax 1,153 - - 1,153
Total assets , 132,578 169,210 25,325 327,113
Deferred tax - - - -
Financial Liabilities 50,000 44 217 - 94,217
Trade and other payables 84,035 8 18,340 102,383
Total liabilities 134,035 44 225 18,340 196,600

*The investments held in subsidiary undertakings are carried at historical exchange rates.
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3.1 Financial risk continued

Sensitivity analysis

The estimated impact of a 10% strengthening or weakening of the Euro and the US Dollar against the Pound Sterling occurring
on total equity and on profit before tax is shown below. This analysis assumes all other variables remain constant and that the

underlying valuation of assets in their base currency is unchanged.

Effect on Effect on
Effecton loss before Effecton  profit before
equity tax equity tax
2016 2016 2015 2015
£000 £000 - £000 £000
Strengthening of the US Dollar (4,660) (5,825) (3,919) (4,914)
Weakening of the US Dollar 3,813 4,766 3,206 4,020
Strengthening of the Euro (1,826) (2,283) (1,625) (2,038)
Weakening of the Euro 1,494 1,868 1,330 1,667
4 Income from shares in subsidiary undertakings
The Company received income from the following subsidiary companies
: 2016 2015
£000 £000
Hiscox Syndicates Limited - 20,000
Total dividends received - 20,000
5 Administration expenses
2016 2015
£000 £000
Auditors’ remuneration 5 5
Professional fees 19 22
Other expenses 6 -
30 27

Total administration expenses

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

Fees payable to the Company's external auditor, PwC, its member firms and its associates (exclusive of VAT) have been paid
by Hiscox Underwriting Group Services Limited. This is recharged to the various Group companies where applicable. Audit fees
retained in the Company for the audit of these financial statements for the year was £5,000 (2015: £5,000). The total auditors
remuneration for Hiscox Holdings Limited and its subsidiary companies was £173,000 (2015 : £136,000).

6 Loan interest payable

A breakdown of the loan interest payable in the year is as follows:

2016 2015
£000 £000
Interest on loan due to Hiscox Underwriting Limited 131 127
Interest on Eurobond 1,500 1,500
Interest on Dollarbond 2,227 1,721
Total interest payable 3,858 3,348
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7 Directors’ remuneration

All the executive directors of the Company are employed by Hiscox Underwriting Group Services Limited. The Company has not

been recharged for their services during the year (2015: £nil). The remuneration charge for the highest paid director as

recharged to the Company was £nil (2015: £nil).

The directors may be members of a defined contribution scheme. Certain directors 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 during the current and prior year.

2016 2015
Deferred members of the defined benefit scheme 2 2
Pensioner members of the defined benefit scheme - -
Active members of the defined contribution scheme - -
Deferred members of the defined contribution scheme 2 2
Aggregate gains made on share options and performance share plan 3,247 8,513
awards (£000)
8 Investment in subsidiary undertakings
2016 2015
Cost £000 £000
At 1 January . 211,046 205,046
Additions during the year — Hiscox Underwriting Limited - 6,000
Additions during the year — Hiscox ASM Limited 2,000 -
At 31 December 213,046 211,046
A full listing of the Company’s investments in subsidiary undertakings is g}ven in note 18.
9 Financial assets
2016 2015
Number of Number of
shares £000 shares £000
Equity securities 38,030 387 38,030 52
38,030 387 38,030 52

The financial asset represents the holding of 38,030 shares in the ultimate parent company, Hiscox Ltd. The investment is

classified as a Level 2 asset under the fair value hierarchy.

10 Loans and receivables

2016 2015
£000 £000
Amounts due from Group undertakings 103,035 114,862
Total loans and receivables 103,035 114,862
2016 2015
£000 £000

The amounts expected to be recovered before and after one year, are estimated as follows:-
Within one year 103,035 114,862
After one year - -
103,035 114,862

Total

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

2016 2015
Number of Number of
shares £000 shares £000
Called up, allotted 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 ___ 3,409,000 341 3,409,000 341
5,993,874 358 5,993,874 358

The US Dollar deferred shares have no voting rights. The US Dollar deferred shareholders are not entitled to receive any
dividends. On liquidation the US Dollar deferred shareholder will only receive a return of their capital investment after the

ordinary shareholders have been repaid.

12 Tax credit
The amounts charged/credited in the statement of profit or loss comprise the following:

2016 2015
£000 £000
Current tax
Credit for the year (816) (682)
Adjustments in respect of prior years : 165 70
Total current tax credit (651) (612)
Deferred tax
Expenses for the year 67 -
Effect of rate change (10) -
Total deferred tax credit 57 -
Total tax credit to the statement of profit or loss (594) (612)

The tax credit on the Company's (loss)/profit before tax differs from the theoretical amount that would arise using the average

tax rate applicable to profits of the Company as follows:

2016 2015

£000 £000
(Loss)/profit before tax (5,822) 17,449
Tax calculated at the standard corporation tax rate applicable in the UK of 20% (2015:20.25%) (1,164) 3,533
Effects of:
Non-taxable income 415 (4,215)
Prior year tax adjustments 165 70
Effect of rate change (10) -
Total tax credit for the year (594) (612)

The Company is 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

During the year, Finance Act 2016, which received Royal Assent on 15 September 2016, reduced the main rate of corporation
tax to 17% from 1 April 2020, superseding the 18% rate effective from that date introduced in Finance (No.2) Act 2015. The

main UK rate will therefore reduce from 20% to 19% from 1 April 2017 and from 19% to 17% from 1 April 2020.

The impact of these changes in future periods will be dependent on the level of taxable profits in those periods.
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13 Deferred tax

2016 2015
£000 £000
At 1 January - -
Income statement expense ‘ 57 -
Total deferred tax liability 57 -

Deferred tax analysed by balance sheet headings
Income statement

2015 charge 2016
At 31 December £000 £000 £000
Financial assets - 57 57
Total deferred tax liability - 57 57
14 Financial Liabilities
2016 2015
£000 £000
.Eurobond 50,000 50,000
Dollarbond 52,418 44 217
Total financial liabilities 102,418 94,217

The Company has issued a Dollarbond and a Eurobond which were both fully subscribed for by the Company’s ultimate parent
.Hiscox Ltd. The loans pay interest at LIBOR + 3.5% per annum and 3.0% per annum respectively and are repayable on 30
June 2019 and 10 December 2018 respectively. Both bonds are listed on the Channel Island Securities Exchange in Guernsey,
now known as The International Stock Exchange.

15 Trade and other payables

2016 2015
£000 £000
Amounts due to Group undertakings . 90,040 102,383
Total trade and other payables 90,040 102,383
2016 2015
£000 £000

The amounts expected to be recovered before and after one year, are estimated as follows:-

Due within one year 90,040 102,383

Due after one year - -
90,040 102,383

Amounts due to Group undertakings are repayable on demand, however repayment has not been requested. Included within
amounts due to Group undertakings is a loan with Hiscox Underwriting Limited for €5,824,000 (2015: €5,824,000) that attracts
interest at 3% plus 3 month Euribor and also a loan with Hiscox plc for €4,760,000 (2015: €4,760,000) that attracts interest at
Eurlibor plus 1%.
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16 Dividends paid to owners of the Company

There were no dividends declared during the year (2015: £20,000,000).

17 Ultimate parent company

The Company's immediate parent is Hiscox plc, incorporated in Great Britain.

The smallest and largest group in which the results of the Company are consolidated is that headed by Hiscox Ltd,

Bermuda. No other group financial statements include the results 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.

18 Related party transactions

The Company is part of the Hiscox Group and acts as an intermediate holding company for certain UK and US subsidiary
companies. It receives dividends from these companies.

18.1 Transactions with the immediate and ultimate parent company

2016 2015
Income/ Receivable/ Income/ Receivable/
(Expenses) (Payable) (Expenses) (Payable)
£000 £000 £000 £000
Hiscox Ltd and Hiscox plc (3,727) 39,813 (3,221) 14,910

The Company has a Eurobond and a Dollarbond outstanding with Hiscox Ltd. Loan interest is changed on these and is
disclosed in notes 3.1(a) and 6. The Company also has a loan with Hiscox plc.

18.2 Transactions with subsidiary companies

2016 2015
income/ Receivable/ Income/ Receivable/
(Expenses) (Payable) (Expenses) (Payable)
£000 £000 £000 £000
Subsidiary companies (131) (22,780) (127) 1,214

The Company has a loan with Hiscox Underwriting Ltd and pays interest on this loan, as disclosed in notes 3.1(a) and 6.

18.2 Transactions with associate companies

2016 2015
Income/ Receivable/ Income/ Receivable/
(Expenses) (Payable) (Expenses) (Payable)
£000 £000 £000 £000
Associate companies (30) 615 (25) 644

The Company is recharged expenses from Hiscox Underwriting Group Services Ltd.
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19 Subsidiary companies of Hiscox Holdings Limited at 31 December 2016

The following subsidiaries all have their registered address as 1 Great St. Helen's, London, EC3A 6HX, United Kingdom.

Company

Amorphous Sugar Limited*
Expo-Sure Limited

Hiscox ASM Limited

Hiscox Europe Services Limited
Hiscox Europe Underwriting Limited
Hiscox Syndicates Limited

Hiscox Underwriting Ltd
Insurex-Exposure Limited

Roberts & Hiscox (Underwriting
Agencies) Limited

Company

Nature of business

Non-trading Company
Non-trading Company
Insurance intermediary
Service Company
Insurance Intermediary
Lloyd’s managing agent
Lloyd's managing agent
Non-trading Company
Non-trading Company

Nature of business

Registered office

ALTOHA Inc.*

Holding Company

520 Madison Ave., 32nd Floor, New
York NY 10022, United States

GIE Holdings Ltd*

Non-trading Company

Avenida Presidente Juscelino
Kubitschek, 50, 17" Floor, suite 171,
Vila Nova Conceicao, City of Sao Paulo,
State of Sao Paulo, Brazil

Hiscox AG*

Underwriting agent

Arnulfstralte 31, 80636, Munich,
Germany

Hiscox Holdings Inc.

Insurance holding company

520 Madison Ave., 32nd Floor, New
York NY 10022, United States

Hiscox Inc.*

Underwriting agent

520 Madison Ave., 32nd Floor, New
York City NY 10022, United States

Hiscox Insurance Company Inc.*

General Insurance

233 North Michigan Ave., Suite 1840,
Chicago IL 60601, United States

Hiscox Insurance Services (Guernsey)
Ltd

Underwriting Agent

Polygon Hall, Le Marchant Street, St
Peter Port, Guernsey

Hiscox Insurance Services Inc.”

Insurance intermediary

233 North Michigan Ave., Suite 1840,
Chicago IL 60601, United States

Hiscox Special Risks Agency (Americas)
Inc.*

Underwriting Agent

2711 Centerville Road, Suite 400,
Wilmington DE 19808, United States

Richmond Global Ventures Limited*

Non-trading Company

Sea Meadow House, Blackburne
Highway, PO Box 116, Road Town,
Tortola, British Virgin Islands

The proportion of voting rights of subsidiaries held as the same as the proportion of equity shares held.

*Held indirectly



