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LDG RE (LONDON) LIMITED
REPORT OF THE DIRECTORS

The directors present their report and the audited financial statements of the company for the year ended 31 December
2011
The company reference number 15 03525586

Directors

The directors set out below have held office from 1 January 2011 to the date of this report unless otherwise stated

B T Inck (appointed 13 September 2011}

R D Rinicella

W T Whamond (resigned 13 September 2011)

Principal activity

The principal acuvity of the company is that of a provider of underwnting services for insurance companies  The company
no longer deals with new or renewal business Agreement was reached in 2007 with the HCC group member, Houston
Casualty Company (London Branch), that had underwnitten the underlying business that they would assume full
responsibihity for all the nsks and rewards relating to the collection and settlement of the outstanding insurance balances,
accordingly the insurance balances and related cash had been transferred mnto the books and records of that company This
company continued to retain its entitlement to commussions ansing from the underlying business

Business review

Results and performance

The results of the company for the year, as set out on page 6, show a loss on ordinary activities before tax of $704 (2010
profit $8,716)

Key performance indicators

The directors do not consider that, 1n the above-mentioned circumstances, key performance indicators are applicable (o the
company

Future outlook
As the business continues 1n run-off the level of activity s hikely to reduce over the next few years
Financial risk management

The directors of the company have assessed the nisks to which the company 15 exposed and consider the following as the
material risks

e Currency risk
The company 1s exposed to currency risk in respect of assets and hiabihities denominated 1n currencies other than US
Dollars The nisk 1s controlied by matching assets wath liabilities in the relevant currency

« Interest rate nsk
This 1s the nsk that the company’s income from investments in bank deposits will drop 1f interest rates drop When
setting 1ts budgets the company takes a conservative view of future interest rates so as to munumse the risk

Dividend

No dividends have been paid in the year and the directors do not recommend the payment of a final dividend (2010 - $ml)



LDG RE (LONDON) LIMITED
REPORT OF THE DIRECTORS (continued)

Chantable and political donations

No charitable or political donauons were made during the year (2010 - $mil)

Statement of disclosure of information to auditors

Each of the persons who 1s a director at the date of approval of this report confirms that -

»  so far as the director 15 aware, there 1s no relevant audit information of which the company’s auditors are unaware,
and

s he has taken all steps that he cught to have laken as a director 1n order to make himself aware of any relevant audit
information and to establish that the Company’s auditors are aware of the information

Independent auditors

The Company has passed an elective resolution dispensing with the requirement to hold an Annual General Meeting,
PricewaterhouseCoopers LLP have expressed their wilhngness to continue in office as auditors and the directors have
approved their reappoimntment

Statement of directors’ responsihihties

The directors are responsible for preparing the Directors’ Report and the financial statements 10 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 1n accordance with United Kingdom Generally Accepted Accounting Practice (Unuted
Kingdom Accounting Standards and applicable Jaw) 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

¢ select suitable accounting policies and then apply them consistently,
¢ make judgements and accounting estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained 1n the financial statements, and

+ prepare the financial statements on the going concern basis unless it 1s inappropriate 1o presume that the Company
will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and exptatn 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 linancial 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

Byny the board
;u/ [

R L Hughes

Company Secretary

LDG Re (London) Limuted
40, Lime Street,

London, EC3M 5BS

LA June 2012




LDG RE (LONDON) LIMITED
INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF LDG RE (LONDON) LIMITED

We have audited the financial statements of LDG Re (London) Limuted for the year ended 31 December 2011 which
comprise the Profit and Loss Account, the Balance Sheet, the Accounting Policies and the related notes The financial
reporting framework that has been applied 1n their preparation 1s applicable law and United Kingdom Accounting Standards
{(United Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit and
express an optnion on the financtal statements 1n accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors

This report, including the opintons, 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, 1n giving these opimons, accept or
assume responsibility for any other purpose or to any other person to whom this report 15 shown or into whose hands 1t may
come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audil involves obtaiming evidence aboul the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal msstatement, whether caused by fraud or error This
includes an assessment of whether the accounting policies are appropriate to the Company’s circumstances and have been
consistently apphied and adequately disclosed, the reasonableness of sigmficant accounting estimates made by the directors,
and the overall presentation of the financial statements

Opinion on financial statements
In our opinion the financial statements

¢ give a true and fair view of the state of the Company’s affairs as at 31 December 2011 and of 1ts loss for the year
then ended,

* have been properly prepared 1n accordance with Umted Kingdom Generally Accepted Accounting Practice, and

e have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given 1n the Directors” Report for the financial year for which the financial statements are
prepared is consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to
you 1f, 1n our opinton

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

e the financial statements are not in agreement wath the accounting records and returns, or

e certain disclosures of directors’ remuneration specified by law are not made, or

e we have not received all the information and explanations we require for our audit

Al B

Alex Bestolott1 (Senior Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountanis and Statutory Auditors
London

2.1 June 2012




LDG RE (LONDON) LIMITED
PROFIT AND LOSS ACCOUNT

For the year ended 31 December 2011

Notes

Turnover

Total revenue
Operating expenses 1
Interest recervable

(Loss)/gain on foreign exchange

(Loss)/profit on ordinary activities before tax

Tax on (loss)/profit on ordinary activities 3

Retamed (loss)/profit for the financial year

Year ended
31 December 2011
$

(704)

(704)

(704)

The Company has no recogmsed gains and losses other than the loss for the year

All items 1n the profit and loss account relate to continuing operations

There are no matenal differences between the loss on ordinary activities before taxation and the retained loss for the financial

year stated above and their historical cost equivalents

Year ended
31 December 2010

$

8,716

8,716

8,716




LDG RE (LONDON) LIMITED
BALANCE SHEET

As at 31 December 2011

Current assets

Debtors

Creditors amounts falling due within one year

Net current assets

Net assets

Capital and reserves

Called-up share capatal
Profit and loss account

Total shareholder’s funds

The financial statements on pages 6 to 11 were approved by the board of directers on }l& June 2012 and were signed on 1ts

behalf by

B T Inck
Director

Notes 31 December 2011

$
4 814,728
814,728
5 (56)
814,672
814,672
6 1,146,018
7 (331,346)
814,672

31 December 2010
$

847,520

847,520

(32,144)

815,376

815,376

1,146,018

(330,642)

815,376




LDG RE (LONDON) LIMITED
ACCOUNTING POLICIES

Basis of accounting

The financial statements are prepared on the going concern basis under the historical cost convennon and 1n accordance with
the Companies Act 2006 and apphcable accounting standards in the Umited Kingdom The principal accounting policies
which have been applied consistently throughout the year are set out below

Cash flow statement and related party disclosures

The Company 1s a wholly owned subsidiary of HCC Insurance Holdings Inc and 1s included 1n the consclidated
financial statements of that company which are publicly available, the Company has taken advantage of the exemption
from preparing a cash flow statement under the terms of FRS1 The Company 15 also exempt under the terms of FRS8
from disclosing related parly transactions with entities that are part of the HCC Insurance Holdings Inc Group, or
investees of the HCC Insurance Holdings Inc Group

Funchional currency

A substantial proportion of the group’s income and certamn expenses are paid in US Dollars  The group 1s also financed
largely in US Dollars with inter-group debt and pays dividends in US Dollars, additionally the ultimate parent of this
company and 1ts subsidiaries 15 based 1n the USA and all group reporting 15 1n US Dollars In the opimion of the directors the
US Dollar 15 the currency of the primary economic environment in which the group operates, accordingly the accounts are
prepared using the US Dollar as the functional currency

Exchange rates

The Company records transactions 1n currencies other than its functional currency (“foreign currencies™) at the rate of
exchange at the date of the transaction Monetary assets and habilittes in foreign currencies are translated at the rates ruling
at the balance sheet date which for Sterling was £1 = $1 5456 (2010 $1 5417) and Canadian Dollar was Can$1 = $0 9807
(2010 $1 0001) The accounting records are maintained in US Dollars, daily rates have been applied to transactions in
foreign currencies included in the profit and loss account Gains and losses ansing from the transiatton of foreign currency
transactions are taken to the profit and loss account 1n the period 1n which they anse

Insurance debtors and creditors

The Company acts as a provider of services to insurance companies and, generally speaking, 1s not liable as a principal for
premiums due to underwrters or claims payable to clients The Company has followed the generally accepted accounting
practice and where 1t accounts for premiums and claims to chents and insurance companies, 1t has shown the debtors,
creditors and cash balances as1if they were assels of the Company tiself As explained i the Directors’ Report the contractual
relationship relating to these transactions was changed n 2007

Revenue

Turnover represents the invoiced value of the fees relevant to the underwriting services supplied by the Company, all of
which are 1n the United Kingdom, net of value added tax and trade discounts Ad)ustments are made to the management fee
for returned prermums and are accounted for when notified

Dividends
Dividends are accounted for in the year in which they are paid

Taxation
Corporalion tax 1s provided at the current rate of taxation on the result for the year as adjusted for items of income and
expenditure which are disallowed for taxation purposes




LDG RE (LONDON) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1. Operating expenses

Profit on ordinary activities before taxation of the company 1s stated after charging -
Audit services

Aud:t fees of $7,604 for the current year (2010 $7,612) are being paid by another group company and have been disclosed
1n those financial statements

2. Directors’ emoluments
No emoluments were paid to any director, nor were any benefits accrued under any pension schemes, 1n respect of their

services to the Company All directors are remunerated by HCC Service Company Inc (UK Branch) No recharge of their
emoluments 1s made to this Company

3. Tax on profit on ordinary activities 31 December 2011 31 December 2010
$ $

(a) Analysis of charge 1n the year

UK corporation tax on profits of the year - -

The tax assessed for the period 1s lower (2010 — lower) than the standard effective rate of corporation tax n the UK for the
year ended 31 December 2011 of 26 5% (2010 —28%) The differences are explained below

31 December 2011 31 December 2010

{(b) Factors affecting tax charge 1n period 3 $
(Loss)/profit on ordinary activities before tax (704) 8,716
(Loss)/profit on ordinary activities multiphied by standard rate of
Corporation Tax 1n the UK of 26 5% (2010 28%) (187} 2,440
Effects of

Tax losses brought forward - (2,440)

Losses available for group relief 187 -

Current {ax charge for period - -

There 1s an unrecognised deferred tax asset of $117,364 (2010 $131,448) relating to accumulated losses carried
forward The deferred tax asset has not been recognised because there has been no certainty that there will be
sufficient profits in the future to utihise 1l




LDG RE {LONDON) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
4. Debtors
Amounts falling due within one year
Amounts due from group compames
There are no amounts falling due after more than one year
5. Creditors
Amounts falling due within one year

Corporation tax
Other amounts due lo group companies

There are no amounts falling due after more than one year

6. Share capital

Authorised
1,000,000 Ordinary shares at £1 each

Issued and fully paid
800,000 Ordinary shares at £1 each

Translated to US Dollars

Issued and fully paid
800,000 Ordinary shares at £1 each

The 1ssued and fully paid share capital was converted to Dollars at the rate of 1 4325 at the date of 1ssue

7. Reconciliation of movement in shareholder’s funds

At 1 January 2010
Profit for the year

At 3! December 2010

At 1 Januvary 2011
(Loss) for the year

At 31 December 2011

10

31 December 2011 31 December 2010
$ %

814,728 847,520
31 December 2011 31 December 2010
$ $

6 R

50 32,144

56 32,144
31 December 2011 31 December 2010
£ £

1,000,000 1,000,000

800,000 800,000
31 December 2011 31 December 2010
$ $

1,146,018 1,146,018

Share Profit and Total

capital loss account

$ $ $
1,146,018 (339,358) 806,660
R, 716 8,716

1,146,018 (330,642) 815,376
1,146,018 (330,642) 815,376
(704) (704)

1,146,018 (331,346) 814,672




LDG RE (LONDON) LIMITED
NOTES TO THE FINANCIAL STATEMENTS
8 Ultimate parent company

HCC Insurance Holdings, Inc , incorporated 1n the USA and listed on the New York Stock Exchange, 1s regarded by the
directors of the Company as the Company’s ultimate parent company and controlling party

The largest and smallest group in which the results of the Company are consohdated 1s that of which HCC Insurance
Holdings, Inc 1s the parent company The consolidated accounts of HCC Insurance Holdngs, Inc may be obtained from that

company’s principal office at 13403 Northwest Freeway, Houston, Texas 77040-6094, USA

Houston Casualty Company, incorporated 1n the USA, 1s the immediate parent company of this company

11




