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HSIL Investments Limited

Strategic Report

Principal activities
HSIL Investments Limited ('the Company’) is a private limited company domiciled and incorporated in the United Klngdom and
registered in England and Wales. Its trading address is 8 Canada Square, London E14 5HQ, United Kingdom.

The Company acts as an investment company for companies established primarily to acquire property and infrastructure .
investments. No change in the Company's activities is antlclpated

The principal activities of the Company are set out above. In addmon the Company is a subsidiary where its mdlrect parent, HSBC
" Specialist Investments Limited ('HSIL'), provides services by seeking new business and managing and dlvestlng the asset
portfolio. The Company is limited by shares.

Review of the Company’s business

During the year the Company carried out a number of acqunsmons and disposals of mvestments The business i is funded by a
parent undertaking through equity investment and by an indirect parent undertaking through borrowings.

The Company has no employees and all the related services are provided by an indirect parent company.
Section 172 statement

Section 172 of the Companies Act 2006 (the “Act”) requires a director of a company to act in the way he or she considers, in
good faith, would be most likely to promote the success of the company for the benefit of its members as a whole. As part of the
Company’s deliberations and decision making process, the Board also takes into account the (i} likely consequences of any
decision in the long term; (i) the interests of the Company's employees; (iii) the need to foster the Company's business
relationships with suppliers, customers and others; {iv) the impact of the Company's operations on the community and the
environment; and (v) the desirability of the Company maintaining a reputation for high standards of business conduct.

" The Board considers its stakeholders to be the people who work for us, contract with us, own us, regulate us and live in the
societies we serve. During 2020, the directors gave careful consideration to the factors set out above in discharging their duties
under section 172 of the Act. The Board recognises that building strong relationships with our stakeholders will help deliver the
Company's strategy in line with its long- term values, and operate the business in a sustainable way.

The Board is committed to effective engagement with its stakeholders. Depending on the nature of the issue in'question, the
relevance of each stakeholder group may differ and, as such, as part of the Company’s engagement with stakeholders, the Board
seeks to understand the relative.interests and priorities of each group and to have regard to these, as appropriate, in its decision
making. The Board acknowledges however, that not every decision it makes wull necessarily result in a posmve outcome for all
stakeholders.

The Board will sometimes engage directly with certain stakeholder on specific issues, but the size and distribution of our
stakeholders and of the HSBC Group means that stakeholder engagement often takes place at an operational level. In these
instances, the Board is informed of stakeholder views through management reports and presentations.. . '

The majority of decisions made by the Board durlng the year are deemed to be routine in nature and are taken on a cyclical basis.
Performance : ‘ '

The Company's results for the year and financial position as at 31 December 2020 are as detailed in the i mcorne statement and the.
balance sheet on.page 7 and page 8 of these financial statements respectively.

The Company’s investments are mednum/long-term in nature and the level of profits or losses are expected to be determined by
the performance and realisation of these investments.

The operating loss for the year was £10, 052k {2019: £4,190k operating profit).
The Company’s investments are made in both sterling and forelgn currenmes principally Euro and US Dollar.

Key performance indicators

As the Company is managed as part of the global bank there are no key performance indicators that are specific to the Company.
The key performance indicators are included in the annual report of HSBC Holdings plc. Ongoing review of the performance of the
Company within the overall Principal Investments business is carried out by comparing actual performance against annually set
Budgets.
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Principal risks and uncertainties,

The financial risk management objectives and polncnes of the Company, together with an analysis of the exposure to such risks are
set out in.Note 21 of the financial statements.

Following the referendum on 23 June 2016, the UK took the decnsnon to leave the European Unlon {'EV’) with the process of the
UK leaving the EU commencing on 29 March 2017. The UK left the EU on 31 January 2020 and entered a transition period until
31 December 2020. During the transition period, the UK continued to be bound by EU laws and regutations. A Trade and
cooperation Agreement between the EU and the UK was agreed on 24 December 2020 and ratified by the UK on 30 December
2020. There is no significant impact on the Company’s operating model, neither operationally nor financially.

At this stage the ultimate economic effect of the UK leaving.the EU remains uncertain and will depend on the outcome of
replacement trading arrangements following the separation from the EU. In the meantime, this uncertainty is expected to result in
market risk volatility in the short to medium term including sterling exchange rates and interest rates . As described’in Note 21,
foreign exchange and interest rate risks are managed by the Company in the ordinary course of business and so any increased
volatility:as a result of the UK leaving the EU is not expected to have a material effect on the results and net assets of the
Company. Additionally, any general adverse consequences for credit.risk at a UK or EU macro-economic leve! that may arise as a
consequence of the UK leaving the EU is not expected to translate into a material increase in credit risk for the Company given the
nature of the Company's transactlons its counterparties and available security.

In addmon to the above, since early January 2020, COVID-19 outbreak has spread across the globe and has been classmed by the
World Health Organisation as a Pandemic. This is causing ongoing global disruption to business and economic activity, and is
resulting in substantial and substantive government and central banks relief actions and support measures in many other
countries to protect their economies. The principal risk to the Company is the valuation of its investments in external parties.
‘Whilst it cannot be predicted how long the disruption will continue or the full extent of the impact on the Company, the COVID-19
outbreak has had a significant impact during the year which has resulted in the reduction in the value of the investments.
However, the value of investments have recovered in 2021 and the management continues to monitor the situation'clo§ely,

On behalf of the Board

1P Mefin,.

J P Marlow
Director .
23 September 2021

Registered office
8 Canada Square
London E14 5HQ
United Kingdom
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Report of the Directors: | _ o ‘ .

Directors . o ]
.. The Directors of the Company who were in office dunng the year and up to the date of signing the flnancral statements were as
follows:

.

Name

" CRJiwvin
J Wilkinson
J P Marlow

The Articles of Association of the Company provide that in certain circumstances the Directors are entitled to be indemnified out
of the assets of the Company against claims from third parties in respect of certain liabilities arising in connection with the
performance of their functions, in accordance with the provisions of the UK Companies Act 2006. Indemnity provisions of this
nature have been in place durlng the financial year and remain in place but have not been utllvsed by the Directors. All Directors
have the benefit of Directors’ and officers’ liability insurance.

Dividends

The Directors do not recornmend the payment of a dividend in respect of the year ended 31 December 2020 {2019: nil).
Significant events since the end of the financial year :

No significant events affecting the Company have occurred since the end of the financial year.

Future developments

No change in the Company’s activities is expected

Going concern basis

The Company had net current liabilities of £6,715k as at 31 December 2020. HSBC Investment Bank Holdings Limited, the
intermediate parent undertaking, has committed to ensuring the provision of sufficient funds for a period of not less than twelve
months from the date of authorisation of these financial statements, to enable the Company to meet its liabilities as they fall due.
As a result of this, together with the considerations referred to in the Principal risks and uncertalntles section in the Strategic
Report the Directors have prepared the financial statements on a gomg concern basis.

Financial risk management .
The financial risk management objectives and policies of the.Company. together with an analysis of the exposure to such risks,
are set out in Note 21 of the Notes on the financial statements.

- Capital management

The Company is not subject to externally rmposed capital requirements. It is a member of the HSBC Specralrst Investments Group
(‘HSI') and capital management is performed at group level.

The Company defines capital as total shareholders equity. It is HSBC Grolup's objective to maintain a strong capital base to
support the development of its business and to meet regulatory capital requirements at all times. There were no changes to the
Company's approach to capital management during the year.

Independent auditors

PricewaterhouseCoopers LLP ('"PwC’) are external independent auditors to the Company. PwC has expressed its willingness to
continue in office and the Board recommends that PwC be re-appointed as the Company's independent auditors.
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Statement of Directors’ Responsibilitias in respect of the‘finéncial statements

The Directors are responsrble for preparing the Annual Report and the flnancua| statements in accordance wrth applicable taw and
regulation.

. Company law requires the Directors to prepare financial statements for each financial year. Undef that law the Directors have
prepared the financial statements in accordance with international accounting standards in conformity with the requirements of
the Companies Act 2006. Under company law, the Directors must not approve the financial stateménts 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;
e state whether applicable international accounting standards in conformity with the requirements of the Companies Act 2006
have been followed, subject to any material departures dlsclosed and explained in the financial statements;

make judgements and, accountmg 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 safeguardmg the assets of the Company and hence for takmg ‘reasonable steps for the
prevention and detection of fraud and other irregularities.

The Directors are also 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 statemerits comply with the Companies Act 2006.

Directors' confirmations ,
In the case of each Director in office at the date the Report of the Directors is approved:
o 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 mformatron and to establish that the Company’s audltors are aware of that information.

’

On behalf of the Board : . ' ‘

Wt

J P Marlow
. Director
23 September 2021

Registered office . .

8 Canada Square .~ . . . '
London E14 5HQ’

United Kingdom
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Independent Auditors' Report to the members of HSIL
Investments lelted

Report on the audit of the financial statements

Opinion . .
" In our opinion, HSIL Investments Limited’s financial statements:

* give a true and fair view of the state of the company s affalrs as at 31 December 2020 and of its loss and cash flows for the
year then ended;

* have been properly prepared in accordance wnth international accounting standards in conformlty with the requirements of the
Companies Act 2006; and

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

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”),
which comprise: the balance sheet as at 31 December 2020; the income statement, the statement of comprehensive income, the
statement of cash flows 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 o '

We conducted our audit in accordance with International Standards on Auditing {UK) (“ISAs (UK)") and applicable law. Our
responsibilities under 1ISAs (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 mdependent 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 ethlcal responsibilities
in accordance with these requlrements

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 forissue.

In audmng 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 conclusnon is not a guarantee as to the company's
abnllty to continue as a going concern. '

Our responsmllmes 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 1o 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 mformanon 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 mformatlon, we are required to report that fact. We have nothing to report based on these
responsibilities.. '

With respect to the Strategic report and Report of the Directors, we also cons1dered 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 requnres us also to report certain oplmons and
matters as described below.

Strategic Report and Report of the Dlrectors ‘ - . .

In our opinion, based on the work undertaken in the course of the audit, the mformatlon given in the Strategic report and Report
of the Directors for the year ended 31 December 2020 is consistent wnth the financial statéments and has been prepared in
accordance with applicable legal requ|rements

In light of the knowledge and understandmg 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.
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Responsibilities for the financial statements and the audit
Responsibilities of the Directors for the fi nancial statements

As explained more fully in the Statement of Directors’ Responsibilities in respect of the financial statements, 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, |nclud|ng fraud, are instances of non-compliance with laws and regulations. We desngn procedures in Ime 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 Iaws and
regulations related to the UK tax legislation, 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 posting
inappropriate journal entries and management bias in accounting estimates. Audit procedures performed by the engagement _
team included: .

e |dentifying and testing journal entries meeting specific fraud criteria; andk
* Challenging assumptions made by management in its significant accounting estimates.

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 musrepresentations 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:
"o we have not obtained all the information and explanations we require for our audit; or )

.» adequate accountmg 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
* the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

'\Q A% wowf 4 | .
Har rmour (Senior Statutory Auditor) o .

" For and on behalf of PricewaterhouseCoopers LLP -

Chartered Accountants and Statutory Auditors

London

23 September 2021
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Financial statements

Income staiement fo-r the year eﬁded 31 December 2020

2020 . 2019

) ) Nows £'000 £000
Interest income . E ) . . 18 =
Interest expense B ’ ' . (1,076). (2,569)
Net interest expense . . ’ {1,058) (2,569)
Changes in fair value of.other financial instruments mandatorily measured at fair value through profit or loss N (23,667) - (1,377)
Gains less losses from financial investments ) i 14,749 9,993
Other op ing ir e/ ) ) 2 i 341 (1,336)
Net operating (expense)/i : 19.635) - 471
General and administrative expenses 3 R (417) {521)
Total operating expenses L 817y . (521)
Operating (loss)/profit - . . " (10,052) 4,190

» {Loss)/profit before tax ) . E {10,052) 4,190

Tax credit . . - . ’ 7 856 399
(Loss)/profit for the year {9,196) 4,589

Statement of comprehensive income for tl;e year ended 31 December 2020

above (2019: nil). A

All operations are continuing. There has been no comprehensive income or expense other than the loss for the year as shown
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HSIL lnvestménts' Limited

Balance sheet at 31 December 2020

2019

i 2020
wows | £000: _ £000
Assets ] i .
Cash and cash equivalents . o . 9 1. 21,997 1,592
Financial assets designated and otherwise mandatorily measured at fair value through profit or loss 16 | 85,745 128,019
Trade and other receivables (2R 82 | 14,090
Current tax assets ] i 1,945 1,206
Investments in subsidiaries 6 ) - -.
- Total assets T 109,769 144,907
Liabilities and equity i :
Liabilities i - ‘
Loans from other group undertakings 7 1 30,656 | 57,053
Accruals, deferred income and other liabilities ] - 83 716
Deferred tax liabilities 8 1 4,434, 3,346
Total liabllities . 1 35,1731 61,116~
Equity - . i - . .
* Called up share capital 19 ! 35,000 35,000
Retained eamings 7 39,596 48,792
Total equity . » i 74,596 83,792
Total liabilities and equity ] 109,769 144,907

The accompanying notes on pages 11 to 21 form'an integral part of these financial statements. .
Thesefinancial statements were approved by the Board of Directors on 23 September 2021 and signed on its behalf by:

J'P Marlow '
Director

23 September 2021
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Statement of cash flows for the year ended 31 December 2020

A 2020° 2019
. Notes | £000 £000
Cash flows from operating activities H -
(Loss)/profit before tax 1 {10,052) 4,190
Adjustments for: . ! -
Non-cash items included in profit before tax 9 : 8,576 (7.280)
Change in operating assets 9 ' 14,008 (4,686)
* Change in operating liabilities 9 t (633) 52
Tax credit received . . 1,205 2,561
Net cash generated from/{used in) operating ivitil 13,104 (5,163)
Cash flows from investing activities 1 B :
Purchase of financial investments (5,025) (12,891)
Proceeds from the sale and maturity of financial investments . 38,382°. - 19,470
Net cash g d from | ting activities 1 33,357, 6,579
Cash flows from financing activities i
Repayment of borrowings [ (26,056) (1,518}
Net cash used in financing activities ° N {26,056) (1.518)
Net increase/{decrease) in cash and cash equivalents . 20,405+ {102)
Cash and cash equivalents brought forward i 1,592 1,694
Cash and cash equivalents carried forward ’ [] 21,997 1,592

Interest paid during the year was £37k (2019: £12k).
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'

) Sfatémeht of changes in equity for the year ended 31 December 2020 .

3
. ) I Called up share * Retained !
s . o capital eamings - Total equity
i ‘ ) : ’ ) £000 . - £000 £000 |
At 1 Jan 2020 - 5 - f 35,000 48,792 83,7921
Loss for the year : . . : . 1 - (9,196) (9,196)
Total comprehensive expense for the year N - . (9,186) (9,196)
At 31 Dec 2020 ' 35,000. 39,596 _ 74,596 |
- Called up share Retained .
capital eamings Total equity
) . Lo £'000 - £'000 £'000
At 1.Jan 2019 - . ~ 35000 .. 44,203 79,203
Profit for the year : . A - 4,589 . 4,589
Total comprehensive income for the year — ) 4,589 4,589

At 31 Dec 2018 . 35,000 48,792 83,792

i

. 10 .
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Notes on the financial statements

1 Basis of preparation and significant accounting policies
1.1 Basis of preparation ’
(a) Compliance with international Financial Reportmg Standards

The financial statements of the Company have been prepared in accordance with mternatlonal accountlng standards in
conformity with the requirements of the ‘Companies Act 2006. The principal accounting policies applied in the preparation of these
financial statements have been consistently applied to all of the years presented, unless otherwise stated.

" There were no unendorsed standards effective for the year ended 31 December 2020 affecting these financial statements

Standards adopted during the year ended 31 December 2020
Interest Rate Benchmark Reform — Phase 2

Interest Rate Benchmark Reform Phase 2: Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 issued in August 2020
represents the second phase of the International Accounting Standards Board's {* IASB's’ ) project on the effects of interest rate
benchmark reform, addressing issues affecting financial statements when changes are made to contractual cash flows and
hedglng relationships as a result of the reform. This has been early adopted during the year ended 31 December 2020.

Under these amendments, changes made to a financial instrument measured at other than fair value through profit or foss that  ~

-.-are economically equivalent and required by interest rate benchmark reform do not result in the derecognition or a change in the

carrying amount of the financial instrument, but instead require the effective interest rate to be updated to reflect the change in
the interest rate benchmark. In addition, hedge accounting will not be discontinued solely because of the replacement of the
interest rate benchmark if the hedge meets other hedge accounting criteria.

The amendments have not had a significant effect on the financial statements of the Company.
Cther chaiges

In addition, the Company has adopted a number of mterpretatlons and amendments to standards, which have had an |nsugn|f|cant
effect on the financial statements of the Company .

{(b) Future accounting developments .
Minor amendments to International Financial Reporting Standards ('IFRSs’)

The IASB has not published any minor amendments to IFRSs which are effective from 1 January 2021 that are applicable to the
Company. However, the IASB has published a number of minor amendments to IFRSs that are effective from 1 January 2022 and
1 January 2023. The Company expects they will have an insignificant effect, when adopted, on the financial statements of the
Company. -

New IFRSs

IFRS 17 ‘Insurance Contracts’

The IASB has published IFRS 17 ‘Insurance Contracts’.-IFRS 17 has not yet been endorsed but is not expected to have a
significant impact on the financial statements of the Company.

(c) Foreign currencies ) )

Transactions in foreign currencies are recorded at the rate of exchange on the date of the transaction. Assets and liabilities
denominated in foreign currencies are translated at the rate of exchange at the balance sheet date except non-monetary assets

and liabilities measured at historical cost, which are translated using the rate of exchange at the initial transaction date. Exchange -
differences are included in other comprehensive income or in the income statement dependlng on where the gain or loss on the
underlying item is recognised.

(d) Presentation of mformation -

The functional currency of the Company is sterling, which i is also the presentatlonal currency of the financial statements of the
Company. . .

The financial statements present information about the Company as an individua! undertaking and not about its group The
Company is not required to prepare consolidated financial statements by virtue of the exemption conferred by section 400 of the
Companies Act 2006. . .

"The financial statements have been prepared on the hlstorlcal cost basns, modified by the revaluatton of fmancual assets

designated at fair value.

" All amounts have been rounded to the nearest thousand unless otherwise stated.

(e) “Critical accounting estimates and judgements

The preparation of financial information requires the use of estimates and judgements about future conditions. In view of the -
inherent uncertainties and the high level of subjectivity involved in the recognition or measurement.of items, highlighted as the
‘critical accounting estimates and judgements’ in section 1.2 below, it is possible that the outcomes in the next financial year
could differ from those on which management’s estimates are based. This could result in materially different estimates and

_judgements from those reached by management for the purposes of these financial statements.

Management's selection of the Company’s accounting policies that contain critical estimates and judgements reflects the
materiality of the items to which the policies are applied and the high degree of judgément and estimation uncertainty involved.

1"
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() Going concern

The Company had net current liabilities of £6,715k as at 31 December 2020. HSBC. Investment Bank Holdings Limited, the

- intermediate parent undertaking, has committed to ensuring the provision of sufficient funds for a period of not less than twelve
months from the date of authorisation of these financial statements, to enable the Company to meet its liabilities as they fall due.
As a result of this, together with the considerations referred to in the Principal risks and uncertalntles section in the Strategic
Report, the Directors have prepared the financial statements on a.going concern basns .

1.2 Summary of significant accountmg policies
(a) Income and expense
Interest income and expense

Interest income and expense for all financial instruments, excludlng those classified as held for trading or designated at fair value
are recogmsed in ‘Interest income’ and ‘Interest expense’ in the income statement using the effective interest method.

The effective.interest rate is the rate that exactly discounts estimated future cash receipts or payments through the expected life
of the financial mstrument or, where appropriate, a shorter period,. to the net carrying amount of the financial asset or financial
liability.

Interest on impaired financial assets is recognised using the rate of interest used to discount the future cash flows for the purpose
of measuring the impairment loss.

\

Non-interest income and expense

Net trading income comprises all gains and losses from changes in the fair value of financial assets and financial liabilities held for
trading, together with the related interest income, expense and dividends.

Dividend income is recognised when the right to receive a payment is established. This is the ex-dividend date for Insted equity
securities and usually the date when the shareholders approve the dividend for unlisted equity securities.

Net income/(expense) from financial instruments measured at fair value through profit or loss includes the following:

» ‘Net income from financial instruments held for trading or managed on a fair value basis’. This is comprised of the net trading
income, which includes all gains and losses from changes in the fair value of financial assets and financial liabilities held for
trading, together with the related interest income, expense and dividends; and it also includes all gains.and losses from )
changes in the fair value of derivatives that are managed in conjunction with financial assets and liabilities measured at fair

_value through profut or loss. .

* ’'Changes in fair value of other financial instruments mandatorily measured at fair value through profit or loss’. This includes '
interest on instruments which fail the solely payments of principal and interest ('SPP!’) test.

(b) Investments in subsidiaries

The Company-classifies investments in entities which it controls as subsidiaries. For the purpose of determining this classification,
the Company is considered to have contro! of an entity when it is exposed, or has rights to variable returns from its mvolvements
with the entity and has the ability to affect those returns through its power over the entity.

The Company's investments in subsidiaries are stated at cost less impairment losses.
{c) Valuation of financial instruments )

All financial instruments are initially recognised at fair value. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. The fair value of a financial
instrument on initial recognition is generally its transaction price (that is, the fair value of the consideration given or received).
However, if there is a difference between the transaction price and the fair value of financial instruments whose fair value 'is based
on a quoted price in an active market or a valuation technique that uses only data from observable markets, the' Company
recognises the difference as a trading gain or loss at inception (a ‘day 1 gain or loss’). In all other cases, the entire day 1 gain or
loss is deferred and recognised in the income statement over the life of.the transaction either until the transaction matures or is
closed out and the valuation inputs become observable or the Company enters into an offsetting transaction.

The fair value of financial instruments is generally measured on an individual basis. However, in cases where the Company
manages a group of financial assets and liabilities according to its net market or credit risk exposure, the fair value of the group of
- financial instruments is measured on a net basis but the underiying financial assets and liabilities are presented separately in the
financial statements, unless they satisfy the" IFRS offsetting criteria.

Critical accounting estimates and judgements

The majority of valuation techniqués employ only observable market data. However, certain financial instruments are classified on the basis of
valuation technnques that feature one or more significant market inputs that are unobservable, and for them, the measurement of fair value is more
; judgemental:

Estimates

L] An instrument in its entirety.is classified as valued using significant . Details on the Company’s level 3 financial instruments and the sensitivity of

' unobservable inputs if, in the opinion of management, a significant proportion their valuation to the effect of applying reasonable posstbla alternative

of the instrument’s inception profit or greater than 6% of the instrument’s assumptions in determining their fair value are set out in Note 11
valuation is driven by unobservabte inputs.

e 'Unobservable’ in this context means that there is little of no current market
data available from which to determina the price at which an arm’s length
transaction would be likely to occur. It generally does not mean that there is
no data available at all upon which to basé a determination of fair value *
{consensus pricing data may, for example, be used).
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(d) Einancial instruments measured at amortised cost

Financial assets that are held to collect the contractual cash flows and which contain contractual terms that gives rise on
specified dates to cash flows that are solely payments of principal and interest are measured at amortised cost. Such financial
assets include trade and other, receivables. In addition most financial liabilities are measured at amortised cost.

Trade and other receivables

These include trade and other receivables originated by the Company, not classified as held for trading or designated at fair value.
They are recognised when cash is advanced to a borrower and are derecognised when either the borrower repays its obligations,
or the receivables are sold or written off, or substantially all the risks and rewards of ownership are transferred. They are initially
recorded at fair value plus any directly attributable transaction costs and are subsequently measured at amortised cost using the
- effective interest method, Jess impairment allowance.

Loans from other group undertakings

Loans from other group undertakings are recognised when cash is advanced:or contractual arrangements are entered into, which
is generally on the trade date. These liabilities are initially measured at fair value less directly attributable transaction costs. The
Company derecognises the financial liability when the Company obligations specified in the contract expire, are discharged or

- cancelled. Subsequent to initial recognition, financial liabilities are measured at amortised cost using the effective interest rate -
method

(e) Financial instruments designated at fair value through profit or loss

Financial instruments, other than those held for trading, are classified in this category if they meet one ‘or more of the criteria set
out below, and are so designated irrevocably at inception

e the use of the designation removes or srgmflcantly reduces an accountrng mrsmatch

® agroup of financial assets and liabilities or a group of financial liabilities is managed and its performance is evaluated on a fair
value basis, in accordance with a documented risk management or investment strategy; and

« _the financial liability contain one or.more non-closely related embedded derivatives.

Designated financial.assets are recognised when the Company enters into contracts with counterparties, which is generally on
trade date,-and are normally derecognised when the rights to the cash flows expire or are transferred. Designated financia!
liabilities are recognised when the Company enters into contracts with counterparties, which is generally on settlement date, and
are normally derecognised when extinguished. Subsequent changes in fair values are recognised in ‘Changes in fair value of other
financial instruments mandatonty measured at fair value through profit or loss’.

(A Tax .

Income tax comprises current tax and deferred tax. Income tax is recognised in the income statement except to the extent that it
relates to items recognised in other comprehensive income or dlrectly in equity, in which case the tax is recognised in the same
statement in which the related item appears

Current tax is the tax expected to be payable on the taxable profit for the year and on any adjustment to tax payable in respect of
- previous years. The Company provides for potential current tax liabilities that may arise on the basis of the amounts expected to
be paid to the tax authorities. .

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities in the balance sheet,
and the amourits attributed to such assets and liabilities for tax purposes. Deferred tax is calculated using the tax rates expected
to apply in the periods as the assets will be realised or the liabilities settled.

Current and deferred tax are calculated based on tax rates and laws enacted, or substantively enacted, by the balance sheet date.
(g) Called up share capital ’

Financial instruments issued are generally classified as equity when there is no contractual obligation to transfer cash or other
financial assets. Incremental costs directly attributable to the issue of equity instruments are shown in equity as a deduction from
the proceeds, net of tax.

(h) Cash and cash equivalents . ' ,

Cash and cash equivalents include highly liquid investments that are readily convemble to known amounts of cash and which are
subject to an insignificant risk of change in value. Such investments are normally those with less than three months’ maturity
from-the date of acquisition.

2 Other operating income/(expense)

. . 2020 2019
£000 £000

Foreign exchange gain/(loss) ] 341 (1,336)

Non-sterling investments within the HSI group are funded with debt in the same currency, however International Accounting
Standards require only the gains or losses on the monetary assets (being debt and loan stock portion of the investment) and not
the non-monetary assets (equity portion of the investments) to flow through the income statement causing a gain or {oss.
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3 General and administrative expenses

Included in general and administrative expenses are £384k (2019:‘£488k) of management fees.

4 Employee compensation and benefits

The Company has no employees and hence no staff costs (205 9: nil). ) ’ . .
5 Directors’ emoluments

None of the Dlrectors of the Company received any emoluments in respect of their services as Directors ‘of the Company (2019
nil). The Directors are employed by other companies within the HSBC Group and consider that their services to the Company are
incidental to their other responsibilities within the HSBC Group.

.6 Auditors’ remuneration

2020 * 2019
£000! . £'000
Audit fees for statutory audit . i \
- Fees relating to current year . . § 33; 33
There were no non-audit fees incurred during the year (2019: nil).
7 Tax
Tax credit : .
) 2020; 2019
£'000E " €000
Current tax ¥ Bl
UK Corporation tax i 1] .
- For this year ] (2,531) (1,703) -
- Adjustments in respect of prior years N 1 587} 591 -
Total current tax . . . ! (1,944) {1,112)
Deferred tax . ) . . . Sy
- For this year « . . . ) 6951 695
- - Effects of changes in tax rates . . R 1 393} 18
Total deferred tax . : : NI 1,088 713
Year ended 31 Dec . 1 (856) . {399)

The UK corporation tax rate applying to the Company was 19% (2019: 19%).

A reduction in the main rate of UK corporation tax to 17% with effect from 1 April 2020 was enacted in the Finance (No2) Act
2016 on 6 September 2016. However, in the UK budget on 11 March 2020, it was announced that the cut in the tax rate to 17%
will not occur and the UK Corporation Tax Rate will instead remain at 19%. Subsequently, in the March 2021 Budget it was
announced that legislation would be introduced in Finance Bill 2021 to increase the main rate of UK corporation tax from 19% to

25%, effective 1 April 2023. As substantive enactment took place after the balance sheet date, deferred tax balances as at 31
March 2020 continue.to be measured at a rate of 19%. If the amended tax rate had been used, the deferred tax asset would have
been £1,400,225 higher.

" Tax reconciliation

. - ©

2020 i 2019

£'000 (%) i £'000 (%)
(Loss)/profit before tax ] {10,052) J . 4,190 .
Tax at 19% (2019: 19%) 1 (1,910) . 19.01 796 19.0 -
Adjustment in respect of prior years . . I 587 {5.8) . 591 14.1.
Permanent disallowables R 1 73 (0.8) 94 . 23
Impact due to changes in tax rates | 394 (3.9) 18 . 0.4
Non-taxable income and gains i - - (1,898) (45.3)

. Year ended 31 Dec 1

(856) - 8.5 (399) - (9.5)

8 Deferred tax

The foIIowmg table shows the gross deferred tax liabilities recognised in the balance sheet and the related amounts recognlsed in
the income statement: :

. Other temporary diffarences
: 2020} 2019
. €000/ £000 .
At1Jan ’ [} (3,346) T (2,632)
Income statement charge i {1,088) (713)
Prior year adjustments . . N - M
At 31 Dec ) ] i (4,434) (3,346) |

The amount of.temporary differences for which no deferred tax assei is recognised in tihe balance sheet is £nil (2019: £nil). The
amount of capital losses for which no deferred tax assetis recognised on the balance sheet is £23 ,908k(2019: £19,773k). The

deferred tax asset not recognised in the balance sheet is £4,542k (2019: £3,354k).
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r

9 Reconciliation of profit before tax to Net cash flow

Total liabilities

2020 2019
. 3 £'000, £'000
(Loss)/profit before tax i (10,052) 4,190
Non-cash item included in profit and loss 1 1
Fair value gains 1 23,667 1,377
Elimination for exchange differences [} {342) 1,336
Profit on disposal of investments i (14,749) (9,993)
- T ¥ 8,676 . - . (7,280)
““Ch in operating 1 | N
Change in trade and other receivables f 14,008 (4,686)
Change In operating Wiabilites I i
Change'in accruals, deferred income and other liabilities 1 {633) 52
Cash and cash equivalents comprise i i
Cash at bank with other group undertakings { 21,997} 1,592
10 ' Analysis of financial assets and liabilities by measurement basis
Fmanclal assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost.
* Amortised
FVPL cost Total
At 31 Dec 2020 £000 £'000 £'000!
Assets 1 1
« Cash and cash equivalents ] - 21,997 21,997
Trade and other receivables . 1 - 82 824
Financial assets designated and otherwise mandatorily measured at fair value through profit or loss { 85,745 - . 85,745’
Total financial assets { 85,745 22,079 107,824
Total non-financial assets 4 ] 1,9451
Total assets 1 109,769 |
Liabilities . | f
Loans from other group undertakings 4 - 30,656 - 30,6561
Accruals, deferred income and other liabilities | - 83 - 83|
Total financial liabilities - 1 - - 30,739. 30,739:
Total non-financial liabilities i 4,434
Total liabilities | 35,173.
. . Amortised
FVPL cost Total
At 31 Dec 2019 £'000 £'000 £'000
Assets N
Cash and cash equivalents - 1,592 1,592
Trade and other receivables - 14,090 14,090
Financial assets designated and otherwise mandatorily measured at fair value through prof t or loss . 128,019 .- 128,019
Total financial assets 128,019 15,682 143,701
Total non-financial assets 1,206
Total assets 144,807
Liabilities , . . .
Loans from other group undertakmgs - - 57,053 67,053
Accruals, deferred income and other liabilities — 716 716
Total financial liabilities - 57,769 57,769
Total non-financial liabilities 3,346
61,115

11 Fair value of financial instruments carried at fair value

Fair value hierarchy

Fair values of financial assets and liabilities are determined according to the following hierarchy:

(a) Level 1 - valuation technique using quoted market pnce financial instruments wnh quoted prices for identical mstruments in

active markets that HSBC can access at the measuremént date.

(b) Leve! 2 - valuation technique using observable inputs: financial instruments with quoted prices for similar instruments in active
markets or quoted prices for identica! or similar instruments in inactive markets and financial instruments valued using models

where all significant inputs are’observable.

-

(c) Level 3 - valuation technigue with significant unobservable inputs: financial mstruments valued using valuation techniques

where one or more significant inputs are unobservable.

15
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Quantitative information about sngmflcant unobservable inputs in level 3 valuation$

HSIL Investments Limited

Financial instruments carried at fair value and bases of valuatlon

2020 i

I Level 1 Level 2 Level 3 - Total|
) . \ £'000 £'600 £'000 £'000 .
Recurring fair value measurements at 31 Dec X i )
Assets . l i
Financial assets designated and otherwise mandatorily measured at fair value
through profit or loss l - - . . 85745 85,745
' 2019 .
Level 1 Level 2 Leve! 3 Total
£'000 | £'000 £'000 | . £'000
Recurring fair value measurement at 31 Dec ’ ’
Assets
Financial assets desugnated and otherwise mandatonly measured at fair valus

through profit or loss - — 128,019 . 128,019 -

Fair valuation bases

Fmanaal instruments measured at fair value using a valuation technique with significant unobservable inputs - Level 3
Financial investments

2020 2019

. B . £000, £'000

Private equity investments ) 1 85,745 128,019
At 31 Dac . - { 85,745, 128,019

Private equity investments

The Company's investments in equity shares are generally not traded in active markets. The investment's fair value is estimated
on the basis of an analysis of the investee's financial position and results or by reference to the published Net asset Values
{'NAV'). The key uncbservable input for these investments is the NAV.

Reconciliation of fair value measurements in Level 3 financial instruments

The following table provides a reconciliation of the movement between opeéning and closing balances of Level 3 financial
instruments, measured at fair vatue based on unobservable inputs:

. Financial Investments

‘ . 2020 2019 .
: ' ) £'000; £'000
At1Jan ° . ) 128,019, 125,486
- changes in fair value of other financial instruments mandatorily measured at fair value through profit or loss {23,667) (1,377),
- exchange differences . . © 1,488 (5,394)
Purchases ] . i 3,538, 18,292
Sales I j { 23,633) . 18.988)
+At 31 Dec . . 1 85,745 128,019

Key unobservable inputs to Level 3 fi nancnal instruments - -

The table below lists key unobservable inputs to Level 3 financial instruments, and provndes the range of those inputs at
31 December 2020. The core range of inputs is the estlmated range within which 90% of the inputs faII

H Fair value . . ‘
' . : Key
4 . unobservable
) Assets Uabilities Valuation technique inputs
' . . £000 £'000 ) C
. . . : Fund’
Private equity investments 85,745 - See below Valuation
At 31 Dec 2020 i 85,745 . - .,
) . . Fund
Private equity investments i 128,019 - " See below Valuation
At 31 Dec 2019 . . 128,019 . - .

Given the l::espoka nature of the analysis in respect of each holding, it is not practical to quote a range of key unchservable inputs.
Al

12 ' Fair value of financial instruments not carried at fair value

Cash and cash equivalents, trade and other receivables, loans from other group undertakings and accruals, deferred income and
other liabilities carrying amount as shown in the balance sheet is a reasonable approximation of fall' value as they are short term
in nature. ' .

There are no material d-fferences between the carrying value and the fair value of financial asséts and liabilities at 31 December
2020 and 31 December 2019.
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13 Financial assets designated at fair value

1
2020} 2019
. ., . £000 - £'000
Private equity investments . . ' . 85,745} " 128,019
At 31 Dec R . 85,745} 128,019
14 Trade and other receivables ’ _ ’ A .
, Co . ‘ i 2020] T 2019
. ' £000} £000
Trade and other receivables .. =i . 14,090
Prepayment and accrued income . . 82} -
At 31 Dec R 82) 14,090

15 Financial assets designated and othemis'e‘mandatorily measured at fair value through 8
profit or loss :

2020 } 2019

v Partnership Partnership - .

N capital Loan stock . Total capital Loan stock Total

£'000 . £000 £'000:; " £'000 £'000 £000
At 1 Jan I 34 127,985 128,019 36 125,450 125,486

" Additions | - 3,538' 3,538 - . 18,292 i 18,292
Disposals 1 - (23,633) {23,633) — (8,988) (8,988)
Revaluation i . 1 (23,668) {23,667) . (2) (1,375) (1,377)
FX movement i - 1,488 1,4881 . - (5.394) (5,394)

At 31 Dec I 35 85,710 85,745 34 127,985 128,019

7

In addition to the Capital investments detailed above, the Company has the following loan commitments outstanding as at
31 December 2020 and 2019 to each fund;

L . 2020 ] 2019
InfraRed . I InfraRed

InfraRed European InfraRed ‘European - .
Environmental  Active Real d Red| Envi | Active Real InfraRed InfraRed
Infrastructure Estate Fund Principal Infrastructure Infrastructure Estate Fund Principal Infrastructure
Fund () LP * {nLe Book LP 11§ {No.1) LP* Fund {l) LP {HLP Book LP I {No.1) LP
' . €'000 €'000 US$'000 US$'000, €000 €000 US$'000 US$'000
Total commitment 1 78,505 132,500 50,000 124,995 78,505 132,500 50,000 124,995
Drawn \ (68,160). (124,115) (41,940) (120,305) (68,160} (124,115) {41,940) (115,989}
Remaining at 31 December ] 10,345 8,385 8,060 4,690 10,345 8,385 8,060 9,006
GBP equivalent (£'000) 1 9,286 7,527 5,903 3,435 8,782 7,119 6,096 6,812

The committed loans are payable in periodic drawdowns determined by the General Partner of each fund. The loans are non-
interest bearing and repayable after all payments of appropriate provision for costs, liabilities, tax withheld, expenses and working
capital requirements of the funds and the accrued unpaid priority profit share to the respective General Partners. The loans are to
be repaid by periodic distribution of returns generated by the funds.

The Company is a limited partner in ali the above investments; it does not have a representative on the board in any of the
investments and also do not participate in running the Limited partnership activities. All the decisions are taken by the general
partner of the funds. Hence, it is considered that the Company does not exercise significant influence in any of these investments.
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16 Investments in subsidiaries

Movements on investments -

! 2020 2019
: £000: £'000
Cost ! !
At 1Jan ' - 496
Disposals i - (489)
Fx movement ) . i - (7}
At 31 Dec { - -
Provision for impairment .
At 1 Jan - -
Release X - =
At 31 Dec | = .
Net carrying value at 31st Dec N - —
The Company had no subsidiaries during 2020 and at the balance sheet date.
17 Loans from other group undertakings
" 2020 2018
! £'000 £'000
Amounts owed to other group undertakings - i 30,656 57,053

- Loans from other group undertakings represent short-term loans provided by HSBC Bank plc to fund its investments. These loans
are mmally provided for a period of 6 months and are subsequently, rolled-forward for another 6 months period wnth repayments
occurring only when the distributions are received upon dissolution of the investments.

18 Maturity anaiysis of assets and liabilities

The following is an analysis of assets and liabilities by residual contractual maturities at the balance sheet date.

i Due within 3 Due between
1+ On hs 3-12 nth Undated Total"
“. Y £'000 £'000 £'000 £000 £000.
Assets i . !
Cash and cash equivalents i 21,997 - - - 21,997
Trade and other receivables . i - 82 - - 82"
Financial assets designated and otherwise mandatorily measured at fair H
value through profit or loss - - - 85,745 85,745
Non-financial assets . = - . 1,945 1,945
At 31 Dec 2020 | 21,997 82 - 87,690 109,769,
Liabilities and Equity !
Loans from other group undertakings | - - 30,656 - 30,656
Accruals and other financial liabilities : S 63 20 - - 83
Non-financial liabilities ' - - - 4,434 4,434,
At 31 Dec 2020 ) + 63 20 30,656 4,434 35,173
Due within3  Due between 3 : .
On h -12 h Undated Total
- £'000 £'000 £'000 £000 €000
Assets .
Cash and cash equivalents . . . 1,592 - - - 1,692
Trade and other receivables ~ 14,090 — — — 14,080
Financial assets designated and otherwise mandatorily measured at fair
value through profit or loss R - - - 128,019 128,019
Non-financial assets - - - = 1,206 1,206
At 31 Dec 2019 15,682 - - 129,225 144,907
Liabilities and Equity
Loans from other group undertakings - — 57,053 — 57,053
Accruals, deferred income and other liabilities . 32 665 19 - 716
Non-financial liabilities ' - - — 3,346 3,346
At 31 Dec 2019 - - 32 665 57,072 3,346 61,115
19 Called up share capital
- » 2020 2019
i Number £000 Number £'000
Issued, allotted and fully paid up ¢ : .
Ordinary shares of £1 each ) ) 35,000,001 35,000 35,000,001 35,000
35,000 35,000

At 31 Dec . - A 35,000,001

35,000,001
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20 Contingent liabilities, contractual commitments and guarantees - T
There were no contingent liabilities as at 31 December 2020 (2019: nil), other than the loan commltments disclosed in Note 15.
21 Management of financial risk '

The management of all risks which are significant, together with the quantitative dlsclosures not already inclisded elsewhere i in
the financial statements, is described in this noté.

Exposure to credit risk, liquidity risk and market risk arises in the normal course of the Company’s business. The Company s nsk
management policies are consistent with the HSBC s risk management policies.

The Company participates in transactions to which other HSBC group companies are also party. HSBC Specialist Investments
group ('HSI') has an established risk management process which considers the risks at the outset and on an ongoing basis in
relation to each transaction from the HSI's perspective - this will consolidate the risks of participating’ companies and, as such,
offsetting risks will be eliminated. To the extent thére is any residual risk, management will mitigate this by |mp|ementlng the
appropriate instruments and these will reside in the relevant Company. .

As part of that process, the Business’ management will review the monthly management accounts of the Company. There were
no changes in the Company approach to risk management during the year ] .
Credit risk management : { . K
Credit risk is the nsk of fmancual loss if a customer or counterparty of the Company fails to meet a payment obhgatlon under a
contract.

Credit, risk is managed within the overall framework of HSBC policy, with an established risk management process encompassing
credit approvals, the control of exposures {including those to borrowers in financial difficulty), credit policy direction to business
units and the monitoring and reporting of exposures both on an individual and portfolio basis. The Directors are responsible for -
the quality of credit portfolios and follow a credit process involving delegated approval authormes and credit procedures, the
objectlve of which is to build and maintain risk assets of high quality.

Regutar reviews are undertaken to assess and evaluate levels of risk concentration, including those to individual industry sectors
’ and products. Credit risk is managed at a group level by business sector, rather than. in respect of individual undertakings and it is
therefore not considered appropriate to disclose quantitative data about exposure to that risk.

The Company's exposure to credit risk in relation to cash held with other group entities relates to group undertakings that are
wholly-owned subsidiaries of HSBC Holdings plc, and are part of the Business described above. Such counterparties have no
history of default and have been able to meet their liabilities as they fail due. On this basis the Company considers the amounts
due to be fully recoverable. '

The maximum exposure to credit risk is represented by the carrying amount of each financial asset in the balance sheet plus
contractual commitments disclosed in Note 15.

Liquidity risk management .
Liquidity fisk is the risk that the Company does not have sufficient financial resources to meet obligations as they fall due.

The Company monitors its cash flow requirements on a monihly basis and will compare expected cash flow obligations with
expected cash flow receipts to ensure they are appropnately aligned. In light of this the Company will borrow funds as and when
required from group undertakings I

The following is an analysis of undiscounted cash flows payable under various fmancual liabilities by remaining contractual
maturities at the balance sheet date:

Due within 3 Due between Due between

| “onpD d h 3-12 month 1-5 years Total’
. £'000 £'000 £'000 £'000 £'000
- Loans from other group undertakings i - - 30,656 - 30,656
Accruals, deferred income and other liabilities B 63 . 20 - - - 83 .
At 31 Dec 2020 1 63 - 20 30,656 - 30,739,
Loans from other group undertakings - - 57,053 - 67,053
Accruals, deferred incoms and other liabilities ) 32 - 665 19 — 716
At 31 Dec 2019 32 665 57,072 — 57,769

Market risk management

Market risk is the risk that movements in market factors including mterest rates, foreign exchange rates and equity pnces will
impact the Company’s income.

The Company's objective is to minimise market risk through managung and controlling the risk to acceptable parameters, while
. optimising the return on risk.

The Company uses financial instruments in the ordinary course of busmess and also incurs fmanclal liabilities, in order to manage
- market risks. ’

Foreign exchange risk

At 31 Dec 2020 > 1 €000 US$'000
Cash and cash equivalents L 17,961 5,845,
Financial investments i . 22,905 86,616
Loans from other group undertakings V. {59,836) (79,806)

Net exposure \ - ) ) (18,970) 12,6551
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At31Dec2019 - : , - o : ' : €000 US$'000
Cash and cash equivalents i ) 5,686 12,246
Financial investments i . i Lo 33,146 78,360
Loans from other group undenaklngs R (43,202) . (81,279)

Net exposure - : - (4,370) . 9,327

The following significant exchange rates applied during the year:

GBP . : Average rate . Reporting date spot rate
: . L 1 2020) 2019 | 2020) . 2019
EUR - ] 1.103403 | 1.178759 | 1.113976) 1177922

usD . 1 1.343034 | 1.311298 1 1.3654001 . 1.322100

Currency sensitivity ' 4 : -
The Company has used a sensitivity analysis technique that measures the estimated change to profit/(loss} and equity of either an
instantaneous 10% strengthening or weakening in sterling against Euro and US currency from the rates applicable at year end.

A10% '§trengthening of the following currencies against the pound sterling at year end would have inc'reased/(decreased) equity
and profit or loss by the amounts shown below. This calculation assumes that the change occurred at the end of the reporting
year and had been applied to risk exposures existing at that date.

This analysis also assumes.that all other variables, in particular other exchange rates and interest rates remain constant. The
analysis is performed on the same basis for the comparative year. *

. Equity Profit or loss
. 1 2020} 2019 | 2020} - - 2019
USD ('000) . . 1 6,334) 5,927 ¢ (5.417) (5.221)

EUR ('000) ) . [ 2,056, ) 2,814 (3,759) . (3,185)

Interest rate risk

The Company places all funds with fellow group compames The Company manages its interest rates by placing deposits on call
- or fixed deposits upto 6 months.

' 2020, 2019
£000" - £000
Fixed rate instruments - o ]

Loans from other group undertakings . 1 30,6561 © 57,053

Fair value sensitivity analysis for fixed rate instruments

The Company does not account for any fixed rate financial assets and liabilities at fair value through profit or loss. Therefore a
change in interest rates at the reporting'date would have no effect on the results for the year.

Cash flow sensmvnty anaIyS|s for variable, rate instruments

A change of 50 basis points-in interest rates at the reporting date would have (decreased)/increased profit for the year and total
_equity by the amounts shown betow. This analysis assumes that other variables remain constant.

Proﬁf orloss 50 Profit or loss 50

-

bps increase bps decrease
. . £'000 €000/
As at 31 Dec 2020 . ' i }
Variable rate instruments { - §
Cash flow sensitivity (net) i {219) 219
As at 31 Dec 2019 .
Variable rate instruments . X
Cash flow sensitivity (net) . B . S - (286) 286
1
22 Related party transactions
Transactions with other related parties . ) , : '
: L _ 2020 1 2019
l Highest bal; |} at31! Highest balance Balance at 31
i during the year Dmmberi during the year December
i £'000 £'000! £'000 . £'000
Assets T : -
Cash and cash equivalents’ ] 36,787 21,997; 1,694 - 1,592
Trade and other receivables? f - - 21,666 14,090
I i )
Liabilities I ]
Loans from other group undertakings® H 65,702 . 30,656 | 67,129 57,053

T

Accruals, deferred income and other liabilities? 1 660 . 181 1,058 344
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2020 2019°
' £'000 €000
; !
Interest income’ ' 18 -
2,568

" “Interest expense?

- 1,076,

T Theso balances éra held with another group company, HSBC Bank ple.

N 2 Iheso balances are held with/ payable to another group HSBC

Umited

3 These batances include £1,039k payable 1o ahother group HSBC

23 Parent undertakings

Limim; and £37k payabls to enother group company, HSBC Bank pic.

The ultimate parent undertaking and ultimate controlling barty is HSBC Holdings plc which is the parent undertaking of the largest
group to consolidate these financial statements. HSBC Bank plc is the parent undenaknng of the smallest group to consolidate

these financial statements

The immediate parent undertaking is HSBC Property Funds (Holding) Limited: All companies are registered in England and Wales.
The results of the Company are included in the financial statements of HSBC Holdings plc and HSBC Bank plc.
Copies of HSBC Holdings plé* s .and HSBC Bank pic’s consohdated financial stateménts can be obtained from:

HSBC Holdings plc
8 Canada Square
London £E14 5HQ
United Kingdom
www.hsbc.com .

- 24 Events after the balance sheet date

HSBC Bank plc

8 Canada Square
London E14 5HQ
United Kingdom

www.hsbc.com

No significant events affecting the Company have occurred since the end of the financial year.
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