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BRIT INSURANCE HOLDINGS LIMITED

Strategic Report
The Directors present their Strategic Report on the Company for the year ended 31 December 2020.
Business review

The Company is the principal intermediate holding company within the Brit Limited Group and a direct
subsidiary of Brit Limited.

In the opinion of the Directors, the state of affairs of the Company and its subsidiaries at the end of the year
was satisfactory.

The Directors do not envisage any changes to the current business model in 2021.
United Kingdom’s exit from the European Union (Brexit)

The Company has not experienced any significant impact from Brexit. The Directors note the Trade and
Cooperation Agreement (TCA) between the UK and the EU, which governs the UK and EU’s economic and
trading relationship from 1 January 2021. The Directors also note the areas on which further agreement still
needs to be reached, including financial services and data adequacy. Developments continue to be monitored
closely.

Coronavirus (COVID-19) outbreak
Overview

The COVID-19 pandemic is a global crisis, the like of which has not been seen for generations. As well as the
devastating human cost, it has created an extraordinarily significant amount of global disruption and economic
uncertainty, with the impact on the global economy likely to be felt for many years to come.

Brit’s operational response

Our immediate priorities as the crisis emerged were to ensure the safety of our employees and continuity of
our service to our clients and brokers. All our offices were quickly and successfully able to move to remote
working using our robust IT estate and systems and have maintained a continuity of service to our clients,
remaining fully open for business throughout the lockdown period. Our underwriters have been actively
engaging with clients and brokers, delivering market-leading responsiveness. Our Claims team continues to
service our policyholders in these challenging circumstances, proactively working with our TPAs to ensure
claims continue to be handled promptly and to our usual high standards.

Impact on the Brit Group

For Brit and the wider insurance market, the first half of 2020 proved to be very challenging, with results heavily
impacted by the COVID-19 pandemic and its impact on insurance, investment and currency markets. The
financial impact of COVID-19 on the Brit Group for the year ended 31 December 2020, which includes the
results of Brit Insurance Holdings Limited, is set out in its 2020 Annual Report which is available at
www.britinsurance.com.

Preserving a strong financial position is critical to the long-term success of an insurance business. The Brit
Group's consolidated balance sheet at 31 December 2020 remains strong as it maintains its ‘conservative best
estimate’ reserving policy which provides a secure foundation. Brit Limited continues to benefit from the
support of its majority shareholder, Fairfax, with further capital contributions of US$524.0m to strengthen the
resilience of the balance sheet to further shocks.

Impact on the Brit Insurance Holdings Limited

Brit Insurance Holdings Limited has primarily been exposed to COVID-19 through its investment in Brit UW
Limited (BUWL) and other subsidiaries. These investments bring exposure to underwriting, for example
through BUWL'’s participation on Brit syndicates 2987 and 2988, and to financial markets impacted by COVID-
19.



BRIT INSURANCE HOLDINGS LIMITED

Strategic Report (continued)

During 2020, Brit management has undertaken work to assess the potential financial impact of COVID-19 on
the Group, including the forecast borrowing and capital positions of key companies. As a result of this work,
the following actions were taken to maintain the financial strength of BUWL, the key underwriting company of
the Group. They were approved by the Brit Insurance Holdings Limited Board on 18 June 2020.

» The Company injected US$250m of capital into BUWL in June 2020 with a further injection of
US$150m in December 2020 to replenish its capital position, with sufficient headroom for further
volatility, and to contribute to BUWL'’s remaining 2021 liquidity requirements. These were non-cash
capital injections.

* A new £350m loan facility was created between the Company and BUWL, at Libor plus 1.5%, to
replace the existing loan facilities, to provide BUWL with access to funds to cover its forecast
obligations.

As a result of these actions, BUWL's financial position is significantly improved, and had positive net assets at
31 December 2020.

The Brit Group continues to monitor the situation, including considering the valuation of investments in
subsidiaries, and will adapt its plans as necessary to ensure it acts in the best interests of its stakeholders.

Principal risks and uncertainties

The principal risk confronting the Company is that its subsidiary investments could become impaired. This is
monitored by management, and impairments are made when necessary.

Result and dividend
The profit for the financial year after taxation is US$2.8m (2019: US$68.1m).

Section 172(1) Statement
Introduction

As Directors, our key responsibility is to promote the success of the Company. This principle is the cornerstone
of our discussions and our decision making. Each Director is cognisant that in discharging this key
responsibility, they must have regard to matters set out in s172(1)(a-f) of the Companies Act. The Directors
consider, both individually and collectively, that they have acted in the way they consider, in good faith, would
be most likely to promote the success of the Company. '

Our strategy

The Board is responsible for a number of key strategic decisions and on-going performance monitoring. The
Directors’ assessment of long-term value creation considers the Company’s resilience. They determine and
monitor risk appetites and tolerances, and they ensure the Company has an effective risk management
framework in place

Board information

The Board receives information on a range of relevant topics, and receives information on other areas as
requested by the Directors from time to time.

Our policies and practices

All relevant factors are appropriately addressed by the Board when considering matters reserved for it. It
ensures that all relevant considerations to assist it discharge its responsibilities are embedded in the key
operations of the business, in order to help promote the long-term success of the Company.



BRIT INSURANCE HOLDINGS LIMITED

Strategic Report (continued)
Training

To assist the Directors discharge their responsibilities, they are provided with on-going training and
development opportunities. For the wider workforce who provide operational services under outsourcing
arrangements with other Brit Group companies, there is a comprehensive staff development program tailored
to meet individual needs. Elements of this training are mandatory, with all staff required to successfully
complete e-learning modules on key areas such as money laundering, bribery and corruption, data protection,
fraud and cyber risk.

Our culture

Building and maintaining the Company’s reputation and its high standards of business conduct are essential
to the future success of the Company. This is embedded in our culture. The wider workforce is subject to a
Code of Conduct setting out the standard we expect from all of our staff. This is regularly reviewed and
updated, and compliance is attested to by each employee on an annual basis.

Our stakeholders

The Board recognises the importance of engaging with its broader stakeholder base. The Company’s primary
stakeholder is its sole shareholder, Brit Limited. The Board is also mindful of the interests of its uitimate
majority shareholder, Fairfax Financial Holdings Limited, and wider Brit group.

Key decisions made by the Directors during the year

e On 1 May 2020, the Company approved the Capital Injection of US$31.1m into Sussex Capital
Management Limited (SCML). '

¢ On 21 May 2020, the Company approved the Capital Injection of US$50.0m into Brit Reinsurance
(Bermuda) Limited by way of the Company’s subscription for 50,000,000 shares of US$1 each in that
company.

e On 18 June 2020, the Board approved the investment into Brit UW Limited of 200 shares of £1 nominal
each and £984,250.97 share premium per share.

e On 20 November 2020, the Company approved the capital injection into SCML of US$13,300,000 as
total consideration for 133 shares of par value US$1 and a share premium of US$99,999.

e On 16 December, the Board approved the investment into Brit UW Limited of 100 shares of £1 nominal
each and £1,123,560.85 share premium per share.

e During 2020, the Board approved the sale of the Group's US admitted carrier, Commonwealth
Insurance Company of America (CICA). The transaction completed on 5 February 2021 for a
consideration of US$19.7m. In arriving at this decision, the Board considered Brit's immediate and
longer-term strategic priorities and the interests of its stakeholders.

On behalf of the Board

S

-
A E Usher

Director

21 September 2021



BRIT INSURANCE HOLDINGS LIMITED

Report of the Directors

Registered number: 03121594

The Directors present their report and audited financial statements for the year ended 31. December 2020.
Principal activities

The Company is an intermediate holding company.

Result and dividend

The profit for the financial year is US$2.8m (2019: US$68.1m).

The Company did not pay an interim dividend (2019: US$nil). The Directors do not recommend the payment
of a final dividend for the year ended 31 December 2020 (2019: US$nil).

The Directors do not envisage any changes to the current business model in 2020.

Going concern

The Directors have a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis

in preparing the annual report and financial statements.

Disclosure in respect of the on-going Coronavirus outbreak, and the impact it has had on the Company and its
subsidiaries, is included in the Strategic Report.

Directors

The names of the Directors of the Company who held office during the financial year and up to the date of
signing the financial statements are listed on page 2.

Employee and environmental matters

All staff in the United Kingdom are employed by the Group services company, Brit Group Services Limited,
and the full staff cost disclosures are included in the notes to those financial statements. Further information
on the Group’s employment policies can be found in the financial statements of Brit Group Services Limited.

Brit Group is committed to managing and reducing its environmental impact in a cost effective and responsible
way.

Statement of Directors' responsibilities

The Directors are responsible for preparing the Strategic Report, 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 the
Directors have prepared the financial statements in accordance with United Kingdom Accounting Standards,
comprising Financial Reporting Standard 102 ‘The Financial Reporting Standard Applicable in the UK and
Republic of Ireland’ (FRS 102), and applicable company law (UK Generally Accepted Accounting Practice).
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Report of the Directors (continued)

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 these financial statements, the Directors are required to:

e select suitable accounting policies and then apply them consistently;

» state whether applicable UK Accounting Standards comprising FRS 102 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

e prepare the financial statements on the going concern basis uniess 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. They
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. '

Statement of disclosure of information to the auditor

In accordance with the provisions of section 418-of the Companies Act 2006, each of the persons who are
Directors of the Company at the date of approval of this report confirms that:

e So far as each Director is aware, there is no relevant audit information of which the Company's
auditor is unaware; and

s Each Director has taken all the steps that ought to have been taken in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditor is aware of that
information. :

Auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will be deemed to have been reappointed and
PricewaterhouseCoopers LLP will therefore continue in office.

The review of the business and principal risks and uncertainties information is not shown in the Report of the

Directors because it is shown in the strategic report instead under s414C(11).

On behalf of the Board

Sl

e

A E Usher
Director
21 September 2021



BRIT INSURANCE HOLDINGS LIMITED
Independent Auditors’ Report to the members of Brit Insurance Holdings Limited

Report on the audit of the financial statements
Opinion

In our opinion, Brit Insurance Holdings Limited's financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2020 and of its profit
for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, and applicable law); and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Strategic Report, Report of the Directors and
Financial Statements (the “Annual Report”), which comprise: the Statement of Financial Position as at 31
December 2020; the Income Statement, and the Statement of Changes in Equity for the year then ended; and
the notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for
the audit of the financial statements section of our report. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as
a going concern for a period of at least twelve months from when the financial statements are authorised for
issue.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as
to the company's ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

8



BRIT INSURANCE HOLDINGS LIMITED

Indépendent Auditors’ Report to the Member of Brit Insurance Holdings Limited
(continued)

With respect to the Strategic report and Report of the Directors, we also considered whether the disclosures
required by the UK Companies Act 2006 have been included. Based on our work undertaken in the course of
the audit, the Companies Act 2006 requires us also to report certain opinions and matters as described below.

Strategic Report and Report of the Directors

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
report and Report of the Directors for the year ended 31 December 2020 is consistent with the financial
statements and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic report and Report of the Directors.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responsibilities, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give a true and fair view. The directors are also responsible for such internal control as they determine
is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

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

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-
compliance with laws and regulations related to breaches of regulatory principles, such as those governed by
the Prudential Reguiation ("PRA") and the Financial Conduct Authority ("FCA"), and we considered the extent
to which non-compliance might have a material effect on the financial statements. We also considered those
laws and regulations that have a direct impact on the financial statements such as the Companies Act 2006.
We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial
statements (including the risk of override of controls), and determined that the principal risks were related to
the risk of management override of controls. Audit procedures performed by the engagement team included:

¢ Discussions with management, including consideration of known or suspected instances of non-
compliance with laws and regulations and fraud;

e Evaluation and testing of the operating effectiveness of management's controls designed to prevent
and detect irregularities;

¢ Identifying and testing journal entries, in particular any journal entries posted with unusual account
combinations or narrative in the journal description or posted by senior management; and

* Reading key correspondence with regulatory authorities which included the FCA and the PRA in
relation to compliance with laws and regulations.

9



BRIT INSURANCE HOLDINGS LIMITED

Independent Auditors’ Report to the Member of Brit Insurance Holdings Limited
(continued)

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions
reflected in the financial statements. Also, the risk of not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by,
for example, forgery or intentional misrepresentations, or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC'’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including 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 into whose hands it may come save where expressly agreed by our prior consent in
writing.

Other required reporting
Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:
+ we have not received all the information and explanations we require for our audit; or
e adequate accounting records have not been kept by the company, or returns adequate for our audit
have not been received from branches not visited by us; or
e certain disclosures of directors’ remuneration specified by law are not made; or
o the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

WY -

Mark Bolton (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

21 September 2021

10



BRIT INSURANCE HOLDINGS LIMITED

Income Statement
For the Year Ended 31 December 2020

Income from fixed asset investments
Other operating income
Administrative expenses

Gain on business combination
Operating profit

Unrealised gains / (losses) on investments
Interest receivable and similar income
Interest payable and similar expenses
Impairment of subsidiary

Profit before taxation

Tax on profit

Profit for the financial year

Note

12

10

11

Year ended Year ended
31 December 31 December
2020 2019
UsS$’000 US$'000

- 60,112

12,439 15,244
(94) (119)

- 18,014

12,345 93,251
37 (652)

5,356 6,383
(13,984) (15,225)
(73) (15,115)

3,681 68,642
(929) (493)

2,752 68,149

No other comprehensive income has been recognised and therefore no statement of other comprehensive

income has been presented.

The notes on pages 14 to 22 form part of these financial statements.

11



BRIT INSURANCE HOLDINGS LIMITED

Statement of Financial Position
As at 31 December 2020

Fixed assets
Subsidiary undertakings
Associated undertakings

Investments

Current assets
Debtors

Cash at bank and in hand

Creditors: Amounts falling due within one year

Net current liabilities
Total assets less current liabilities

Net assets

Capital and reserves
Called up share capital

Share premium account
Retained earnings

Total equity

Note

10
12
13

14

15

18

31 December

31 December

2020 2019
US$'000 US$'000
1,480,073 985,475
17,849 17,849
1,619 1,582
1,499,541 1,004,906
55,698 328,018
1,471 1,272
57,169 329,290
(648,558) (428,796)
(591,389) (99,508)
908,152 905,400
908,152 905,400
49,047 49,047
635,358 635,358
223,747 220,995
908,152 905,400

The financial statements on pages 11 to 22 were approved by the Board of Directors on 21 September 2021

and signed on their behalf by:

o~

e,

A E Usher
Director «

The notes on pages 14 to 22 form part of these financial statements.

12



BRIT INSURANCE HOLDINGS LIMITED

Statement of Changes in Equity
For the year ended 31 December 2020

Called up Share
share premium Retained
capital account earnings Total equity
Us$'000 US$’000 Us$’000 Us$’000
At 1 January 2020 49,047 635,358 220,995 905,400
Profit for the financial year - - 2,752 2,752
At 31 December 2020 49,047 635,358 223,747 908,152
Called up Share
share premium Retained
capital account earnings Total equity
Us$'000 Us$’000 Us$’000 Us$’000
At 1 January 2019 49,047 635,358 152,846 837,251
Profit for the financial year - - 68,149 - 68,149
At 31 December 2019 ‘ 49,047 635,358 220,995 905,400

The notes on pages 14 to 22 form part of these financial statements.

13



BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements
For the Year Ended 31 December 2020

1. Accounting policies

(a) Basis of preparation and statement of compliance

The financial statements have been prepared in accordance with United Kingdom Accounting Standards
including Financial Reporting Standard 102, ‘The Financial Reporting Standard applicable in the United
Kingdom and the Republic of Ireland’ (FRS 102) and the Companies Act 2006.

The financial statements are prepared on a going concern basis, under the historical cost convention, as
modified by the recognition of certain financial assets measured at fair value.

The Company is a private company, limited by shares and is incorporated in England. The address of its
registered office is The Leadenhall Building, 122 Leadenhall Street, London, EC3V 4AB.

The financial statements for the year ended 31 December 2020 were approved for issue by the Board of
Directors on 21 September 2021.

The principal accounting policies applied in the preparation of these financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

(b) Consolidated financial statements

The financial statements present information relating to Brit Insurance Holdings Limited, not to the group of
which it is the parent company. Brit Insurance Holdings Limited is exempt from preparing consolidated financial
statements of the group, under section 400 of the Companies Act 2006. Brit Limited, which is registered in the
UK and is the immediate holding company, has prepared Group financial statements.

(c) Fixed asset investments
Subsidiary undertakings and investments in associates are valued at cost less provision for impairment.

(d) Income from fixed asset investments
Interest income is recognised using the effective interest rate. Dividend income is recognised when the
shareholder’s right to receive the payment is established.

(e) Current income tax

Current income tax is the expected tax payable on the taxable profit for the period using tax rates (and laws)
enacted or substantively enacted at the statement of financial position date and any adjustment to the tax
payable in respect of previous periods. The Company calculates current income tax using the current income
tax rate.

(f) Deferred tax

Deferred tax is provided in full on timing differences which result in an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise based
on current tax rates and law. Timing differences arise from the inclusion of items of income and expenditure in
taxation computations in periods different from those in which they are included in the financial statements.
Deferred tax is not provided on timing differences arising from the revaluation of fixed assets where there is
no commitment to sell the asset, or on unremitted earnings of subsidiaries and associates where there is no
commitment to remit those earnings. Deferred tax assets are recognised to the extent that it is regarded as
more likely than not that they will be recovered.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred income taxes relate to the same fiscal authority.

Deferred tax assets and liabilities are not discounted.
(g) Expenses

All expenses are accounted for on an accruals basis. Expenses which are incidental to the acquisition or
disposal of an investment are treated as part of the cost or proceeds of the investment.

14



BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

1. Accounting policies (continued)

(h) Foreign currency translation

Transactions in foreign currencies other than Sterling, United States dollars, Canadian dollars and Euros are
translated at the rate of exchange ruling at the date the transaction is processed. Unless otherwise stated,
transactions in Sterling, Canadian dollars and Euros are translated at the average rates of exchange for the
period. Assets and liabilities in currencies other than United States dollars are translated at the rate of
exchange ruling at 31 December of each year. Exchange differences arising on transiation are dealt with in
the income statement.

(i) Interest payable and receivable
Interest payable and receivable are recognised using the effective interest rate method.

(j) Derivative contracts

Derivative contracts include equity options in respect of the Company’s associated undertakings. All
derivatives are initially and subsequently measured at their fair value with movements in the fair value being
recognised in the income statement. Fair values are obtained from discounted cash flow models and other
pricing models as appropriate.

Where the risks and characteristics of derivatives embedded in financial instruments are not closely related to
those of the host contract and the combined instrument is not measured at fair value with changes in fair value
recognised in the income statement, the derivative is separated from that host contract and measured at fair
value

(k) Financial assets and financial liabilities

(i) Financial assets
Basic financial assets are initially recognised at transaction price. Basic financial assets include current and
long-term loans to group undertakings, other debtors and cash at bank and in hand balances.

Such assets are subsequently carried at amortised cost using the effective interest method. At the end of each
reporting period financial assets measured at amortised cost are assessed for objective evidence of
~ impairment. If an asset is impaired the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset’s original effective interest rate. The
impairment loss is recognised in the income statement. .

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or
are settled, or (b) substantially all the risks and rewards of the ownership of the asset are transferred to another
party or (c) despite having retained some significant risks and rewards of ownership, control of the asset has
been transferred to another party who has the practical ability to unilaterally sell the asset to an unrelated third
party without imposing additional restrictions.

(ii) Financial liabilities, including borrowings

Basic financial liabilities, including creditors are initially recognised at transaction price and subsequently
measured at amortised cost using the effective interest rate method. Financial liabilities are derecognised when
the liability is extinguished, that is when the contractual obligation is discharged, cancelled or expires.

Fair value is normally determined by reference to the fair value of the proceeds received. Any difference

between the initial carrying amount and the redemption value is recognised in the income statement over the
period of the financial liability using the effective interest rate method

2. Income from fixed asset investments

Year ended Year ended

31 December 31 December

2020 2019

US$’000 US$'000

Dividend income - 60,112

Dividend incovme relates to dividends received from subsidiaries.
15



BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued) -
For the Year Ended 31 December 2020

3. Other operating income

Foreign exchange gains
Other income

4. Administrative expenses

Administrative costs

5. Unrealised gains / (losses) on investments

Unrealised gains / (losses) on derivative contracts

6. Interest receivable and similar income

Interest on cash at bank, deposits and cash in hand
Intragroup interest receivable

Other interest receivable

Dividend income

7. Interest payable and similar expenses

Revolving credit facility
Intragroup interest payable

8. Auditor’s remuneration

Year ended Year ended
31 December 31 December
2020 2019
US$’000 US$'000
12,432 15,170

7 74

12,439 15,244

Year ended Year ended
31 December 31 December
2020 2019
US$’000 US$'000

94 119

Year ended Year ended
31 December 31 December
2020 2019
US$’000 US$'000

37 (652)

Year ended Year ended
31 December 31 December
2020 2019
Us$’000 US$'000

43 103

4,332 5772

- 3

981 505

5,356 6,383

Year ended Year ended
31 December 31 December
2020 2019
US$’000 US$'000
4,133 4,318

9,851 10,907

13,984 15,225

The auditor's remuneration for the current year has been paid by a fellow Group company and amounted to

US$10,267 (2019: US$11,218).
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BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

9. Directors' remuneration

The Directors did not receive any remuneration for their services to the Company during the year ended 31

December 2020 (2019: nil).

10. Subsidiary undertakings

All subsidiaries of the Company are 100% owned except for the special purpose entities listed below. A
subsidiary of the Company, Sussex Capital Management Limited holds 48% and 100% investments in The
Diversified Fund and The Specialty Insurance Fund respectively, which are segregated accounts within Sussex
Capital Limited. In turn, Sussex Capital Limited holds 100% of the preference share capital of Sussex Re
Limited segregated accounts that are considered to be subsidiaries of the Company. At the reporting date,
Sussex Capital Management Limited also held 54% of the preference share capital of North America Property
Insurance Series 2017 Account A-3, a segregated account within Versutus Limited.

The subsidiaries of the company at 31 December 2020, together with their main function, are listed below by
country of incorporation. The registered address of each entity is The Leadenhall building, 122 Leadenhall
Street, London, EC3V 4AB unless otherwise stated.

Subsidiary

United Kingdom

Brit Syndicates Limited

Brit UW Limited

Brit Insurance Services Limited
Brit Investment Holdings Limited
Brit Group Services Limited

Brit Group Finance Limited

BGS Services (Bermuda) Limited
Brit Pension Trustee Limited

Brit Corporate Services Limited
Brit Corporate Secretaries Limited
Sussex Capital UK PCC Limited

Ambridge Europe Limited
Ambridge European Holdings Limited

Nameco (No. 1341) Limited

Ki Capital Solutions Limited
Ki Technology Limited

Ki Member Limited

Ki Group Services Limited

Registered address

The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building
The Leadenhall building

The Leadenhall building

c/o PKF Littlejohn 15 Westferry Circus,
Canary Wharf, London, E14 4HD
c/o PKF Littlejohn 15 Westferry Circus,
Canary Wharf, London, E14 4HD

5th Floor 40 Gracechurch Street, London,

England, EC3V OBT
The Leadenhall Building

The Leadenhall Building
The Leadenhall Building
The Leadenhall Building

Principal activity

Lloyd's managing agent
Lloyd’s corporate member
Service company

Service company

Group services company
Group services company
Service company

Service company (Dormant)
Service company (Dormant)
Service company (Dormant)
Special purpose vehicle

Insurance intermediary
Service company

Lloyd’s corporate member

Service company (Dormant)

Service company

(

Service company (Dormant)
(Dormant)
(

Service company (Dormant)

United States of America

Brit Insurance Services USA, Inc.
Brit Insurance USA Holdings, Inc.

Scion Underwriting Services, Inc.

Commonwealth Insurance Company
of America

Ambridge Partners LLC

Ambridge Due Diligence Services
LLC

Brit USA Services Company Inc.

161N. Clark Street, Suite 3200, Chicago, IL

60601, United States of America

161N. Clark Street, Suite 3200, Chicago, IL

60601, United States of America

3,333 Lee Parkway, Suite 627, Dallas, TX,

75219

250 Commercial Street, Suite 5000,
Manchester, NH, 03101

251 Little Falls Drive, Wilmington, DE
19808

251 Little Falls Drive, Wilmington, DE
19808

161 N. Clark Street, Suite 3200, Chicago,

IL, 60601

Service company
Intermediate holding company
Service company

Insurance Company
Insurance intermediary
Service company (Dormant)

Service company
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BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

10. Subsidiary undertakings (continued)

Subsidiary
Germany

Ambridge Europe GmbH & Co. KG

Ambridge German Holdings GmbH

Registered address

Gruneburgweg 58 — 62, 60322 Frankfurt
am Main, Germany
Gruneburgweg 58 — 62, 60322 Frankfurt
am Main, Germany

Principal activity

Insurance intermediary

Service company

The Netherlands
Brit Insurance Holdings B.V.

The Leadenhall building

Former holding company

Singapore
Brit Global Specialty Singapore Pte.
Ltd.

138 Market St. #04-03 Capita Green,
048946, Singapore

Service company

Bermuda

Brit Reinsurance (Bermuda) Limited

Sussex Capital Management Limited

Sussex Capital Limited

Sussex Re Limited

North America Property Insurance
Series 2017 Account A-3

Ground Floor Chesney House, The
Waterfront, 96 Pitts Bay Road, Pembroke,
HM 08, Bermuda

Ground Floor Chesney House, The
Waterfront, 96 Pitts Bay Road, Pembroke,
HM 08, Bermuda

Wessex House, 3rd Floor, 45 Reid Street,
Hamilton HM 12, Bermuda

Wessex House, 3rd Floor, 45 Reid Street,
Hamilton HM 12, Bermuda

Clarendon House, 2 Church Street,
Hamilton HM 11

Insurance company

Service company

Special purpose vehicle
Special purpose vehicle

Special purpose vehicle

Movements in the Company’s investments in subsidiaries during the year were as follows:

Cost at 1 January
Investment in Brit UW Limited.

impairment of Brit Group Finance (Gibraltar) Limited
Impairment of Brit Overseas Holdings S.ar.l.
Investment in Brit Insurance USA Holdings, Inc.
Impairment of Brit Insurance USA Holdings, Inc.
Impairment of Brit Investment Holdings Limited

Investment in Sussex Capital Management Limited

Investment in Ambridge Europe Limited
Investment in Brit Reinsurance (Bermuda) Limited

Cost at 31 December

2020 2019
US$°000 US$'000
985,475 806,999
400,276 .

(78) -
- (40)
. 103,591
. (15,000)
- (75).
44,400 60,000
. 30,000
50,000 -
1,480,073 985,475

On 22 August 2020 the 100% owned subsidiary, Brit Group Finance (Gibraltar) Limited was liquidated. Its
results up to the date of liquidation have been consolidated.
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BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

11. Tax on (loss) / profit

(a) Tax charged to income statement

Year ended Year ended
31 December 31 December
2020 2019
Us$’000 US$'000
Current tax:

UK corporation tax at 19.00% (2019: 19.00%) (525) (857)

Adjustments in respect of prior years (402) 464

Total current tax charge (929) (394)
Deferred tax:

Origination and reversal of timing differences - (99)
Total deferred tax - (99)
Tax charged to income statement (Note 11b) (929) (493)

(b) Factors affecting tax charge for the year
Year ended Year ended
31 December 31 December
2020 2019
Us$’000 US$'000
Profit before taxation 3,681 68,642
Profit muitiplied by standard rate of corporation tax in the UK of
19.00% (2019: 19.00%) (700) (13.042)
Effects of:
Expenses not deductible for tax purposes - (132)
Non-taxable income 187 14,940
impairment of subsidiary (14) (2,872)
Overseas taxes - 149
Adjustments in respect of prior years (402) 464
Total charged for the year Note 11 (a) above (929) (493)

(c) Post balance sheet rate changes

UK legislation was substantively enacted on 24th May 2021 to increase the main rate of UK corporation tax

from 19% to 25% from 1 April 2023.

As the increase in the UK tax rate had not been substantively enacted as at the balance sheet date, the rate
of 19% has been used in the calculation of the UK deferred tax assets and liabilities as at 31 December 2020,

of which the Company currently has none.

12. Associated undertakings

Camarque

On 30 August 2016, the Company acquired 50% of the share capital of Camargue Underwriting Managers
Proprietary Limited (Camargue) for ZAR65.5m plus £0.3m (US$4.9m) and entered into a call and a put option
to purchase the remaining 50% in 2021. In Q1 2021, the Company has exercised the option and expects to
acquire the remaining 50% during 2021.

The principal place of business of Camargue is South Africa. Camafgue is a leading managing general
underwriter of a range of specialised insurance products and specialist liability solutions in South Africa and is
an important trading partner for the Brit Group.
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BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

12. Associated undertakings (continued)

Sutton

On 2 January 2019, the Company acquired 49% of the issued shares of Sutton Special Risk Inc. (Sutton) for
a total purchase consideration of CAD$17.2m (US$12.6im) and entered into a forward contract to purchase
the remaining 51% in 2024. :

Sutton is a Canadian managing general underwriter of a range of specialised insurance products, including
Accident and Health.

13. Investments

31 December 31 December

2020 2019

US$’000 US$'000

Derivative contracts 1,619 1,582

The investments relate to the option agreement and forward contract in place to acquire additional equity in
the Company’s associated undertakings. The Camargue option is exercisable in 2021, while the Sutton forward
contract will be settled in 2024. The option and forward contract are recorded as derivatives by the Brit Group
and measured at fair value.

14. Debtors
31 December 31 December
2020 2019
Us$’000 US$'000
Current taxation - 568
Amounts owed by Group undertakings 55,047 325,310
Prepayments and accrued income 633 2,122
Other debtors 18 18
55,698 328,018
15. Creditors: Amounts falling due within one year
: 31 December 31 December
2020 2019
UsS$’000 US$'000
Revolving credit facility loan 118,000 80,000
Amounts owed to Group undertakings 530,569 336,608
Current taxation (11) -
Accruals and deferred income - 12,188
648,558 428,796
16. Deferred tax liability
31 December 31 December
2020 2019
US$’000 US$'000
Balance at 1 January ’ - 1,010
Charge for the year - 99
Intra-group transfer - (1,109)

Balance at 31 December - -
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BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

17. Revolving credit facility

The Company has a US$450.0m (2019: US$450.0m) revolving credit facility which expires on 31 December
2023.

At 31 December 2020, a US$130.0m (2019: US$80.0m) letter of credit had been utilised. In addition, there
was a cash drawing in the year of US$130.0m (2019: US$140.0m).

18. Called up share capital
31 December 31 December

2020 2019 Number  Number
Us$'000 US$'000
Allotted, called up and fully paid:
Ordinary share of 75p 1 1 1 1
Ordinary shares of 8p each 49,047 49,047 411,252,627 411,252,527

All shares rank pari passu. There are no restrictions on the distribution of dividends and the repayment of
capital.

19. Disclosure exemptions

The Company has taken advantage of the disclosure exemptions provided by paragraph 1.12 of FRS 102.
Accordingly, these financial statements do not include the following:
o Statement of cash flows;
) A reconciliation of shares outstanding at the beginning and end of the year;
e - Specific information relating to financial instruments that is included within equivalent disclosures for
the Group; '
. Speciﬁc information relating to share-based payments that is included within equivalent disclosures
for the Group; and
. Disclosure of key management personnel compensation.

The Company has been consolidated into the group financial statements of Brit Limited, a company registered
in the United Kingdom. The Brit Limited consolidated Financial Statements and accompanying notes provide
further detail in respect of these areas, copies of whose financial statements can be obtained from The
Leadenhall Building, 122 Leadenhall Street, London, EC3V 4AB.

20. Related party transactions

The Company has taken advantage of the exemption afforded by FRS 102, paragraph 33.1A, in not disclosing
transactions with other wholly owned subsidiaries of the Brit Limited Group.

21. Controlling party

The Company is a wholly owned subsidiary of Brit Limited, a company registered in the United Kingdom, details
for which are provided in Note 19 above.

As at 31 December 2020, the ultimate parent company was Fairfax Financial Holdings Limited a company

registered in Canada. Copies of Fairfax consolidated financial statements can be obtained by writing to 95
Wellington Street West, Suite 800, Toronto, Ontario, Canada, M5J 2N7, or from the website at www fairfax.ca.
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BRIT INSURANCE HOLDINGS LIMITED

Notes to the Financial Statements (continued)
For the Year Ended 31 December 2020

22. Guarantees and contingent liabilities
The Company has provided a guarantee to the lenders of the revolving credit facility (see note 17).

The Company has provided a guarantee to Brit Pension Trustee Limited whereby it guarantees certain
payment obligations of Brit Group Services Limited to the Brit Group Services Limited Retirement Benefits
Scheme. This guarantee is in respect of payments of a minimum of £2.0m per annum from 31 July 2017 to 31
July 2024 inclusive or such higher amount as the Company and the Trustee may agree.

23. Events occurring after the reporting date

On 5 February 2021, Brit sold its investment in Commonwealth Insurance Company of America (CICA) for a
consideration of US$19.7m. CICA is a US admitted carrier that holds a number of licences to operate as an
insurance company. Brit originally acquired CICA in April 2018 at a cost of US$16.4m.

Following the commutation in March 2021 of a reinsurance contract between North America Property
Insurance Series 2017 Account A-3, a segregated account within Versutus Limited, and Syndicate 2987, it has
been concluded that Brit no longer controls Account A-3 by virtue of it no longer having an economic interest
in it.

On 28 June 2021, Brit sold its investment in Scion Underwriting Services Inc., a US casualty MGA founded by
Brit in 2018, for a consideration of US$25.1m.
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