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number

- Filling in this form
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Part 2 Statement of details of parent law and other

information for an overseas company

Legislation

Please give the legislation under which the accounts have been prepared and,
if applicable, the legislation under which the accounts have been audited.

@ This means the relevant rules or
legislation which regulates the
preparation and, if applicable, the

Legislation @ [The Netherlands Civil Code audit of accounts.
m Accounting principtes
Accounts Have the actaunts been prepared in accordance with a set of generally accepted @ piease insert the name of the

accounting principles?
Please tick the appropriate box.
[J No. Goto Section A3.

[] Yes. Please enter the name of the organisation or other
body which issued those principles below, and then go to Section A3,

Name of organisation |

appropriate accounting organisation
or body.

of body @ International Financial Reporting Standards
Accounts
Accounts Have the accounts been audited? Please tick the appropriate box.

[] No. Ge to Section AS.
Yes. Go to Section Ad.
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m Audited accounts
Audited accounts Have the accounts been audited in accordance with a set of generally accepted | @ Please insert the name of the
auditing standards? appropriate accounting

organisation or body
Please tick the appropriate box.

[ ] No. Go to Part 3 ‘Signature”.

Yes. Please enter the name of the organisation or other body which issued
those standards below, and then go to Part 3 ‘Signature’.

Name of organisation 1Dutch Law including Dutch Standards on Auditing
or body @

m Unaudited accounts

Unaudited accounts Is the company required 1o have its accounts audited?

Please tick the appropriate box.

] No.
] Yes.

Part 3 Signature

mm signing this form on behalf of the averseas company.

4
Signature Signature

This form may be signed by:
Directar, Secretary, Permanent representative.
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B Presenter information

n Important information

You do not have to give any contact information, but if
you do it will help Companies House if there is a query
on the form. The contact information you give will be
visible to searchers of the public record.

Contact name

Mausami Parekh

Company name

HSBC Bank plc

Address

8 Canada Square

Post town

London

CountyiRegion

e el d s mifef

Country

iox

[ Telephene

020799218563

Checklist

We may return forms completed incorrectly or
with infermation missing.

Please make sure you have remembered the

following:

1 The company name and, if appropriate, the
registered number, match the information held on
the public Register.

(2 You have completed all sections of the form,
if appropriate.

[0 You have signed the form

Please note that all this information will appear
on the public record.

@ Where to send

You may return this form to any Companies
House address:

England and Wales:

The Registrar of Companies, Companies House,
Crown Way, Cardiff, Wales, CF14 3UZ.

DX 33050 Cardiff.

Scotland:

The Registrar of Companies, Companies House,
Fourth floor, Edinburgh Quay 2,

139 Fountainbridge, Edinburgh, Scotland, EH3 9FF
DX ED235 Edinburgh 1

or LP - 4 Edinburgh 2 (Legal Post).

Northern Ireland:

The Registrar of Companies, Companies House,
Second Floor, The Linenhall, 32-38 Linenhall Strest,
Belfast, Northern Ireland, BT2 8BG.

DX 481 N.R. Belfast 1.

ﬂ Further information

For further information, please see the guidance notes
on the website at www.companieshouse.gov.uk
or email enquiries@cempanieshouse.gov.uk

This form is available in an
alternative format. Please visit the
forms page on the website at
www.companieshouse.gov.uk

This has been prowided free of charge by Companies House
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HSBC Asia Holdings B.V.

Management Report for the year ended 31 December 2016

Principal activities

HSBC Asia Holdings B.V. {the ‘Company’) incorporated in the Netherlands with limited liability, is registered and
domiciled in England as an overseas company {with a statutory seat in Amsterdam) and wholly owned by HSBC Asia
Holdings (UK) Limited, incorporated in England and Wales. Its ultimate parent company is HSBC Holdings Plc, also
incorporated in England and Wales.

During the year ended 31 December 2016 the Company continued to be an investment holding company.

Review of the Company's business

The business Is funded principally by its parent, HSBC Asia Holdings (UK} Limited.
The reserves available for distribution at 31 December 2016 were US$14,968 million (2015: US514,846 million).

Performance

The performance and position of the Company for the year ended 31 December 2016 and the state of the
Company’s financial affairs at that date are set out on pages 5 to 43.

The net asset value of the Company as at 31 December 2016 amounts to US$6G,760 million (2015: USS$59,501
million).

The results of the Company show a profit before tax US$5,831 million {2015: US$$5,032 million) The Company
received the following dividends from HSBC undertakings:

2016 2015
Ordinary shares UsSS$000 UsSs000
The Hongkong and Shanghai Banking Corporation Limited 5,484,342 4,739,553
HSBC Bank Bermuda Limited 280,165 152,801
HSBC Software Development {India) Private Limited 16,954 17,067
5,781,461 4,909,421
Preference shares
The Hongkang and Shanghai Banking Corparation Limited 96,265 114,795
Assotiate
HSBC Saudi Arabra Limited 32,803 17,160

In April 2016 the Company issued 1 ordinary share for consideration of US51,112 million.

During 2016 the Company’s principal subsidiary, The Hongkong and Shanghai Banking Corporation Limited,
redeemed preference shares at a total nominal value of US$ 1,250 million at par.



HSBC Asia Holdings B.V.

Management Report for the year ended 31 December 2016 (continued)

During 2016 the Company invested U$$2,362 million in The Hongkong and Shanghai Banking Corporation Limited's
ordinary shares for cash consideration. The ownership proportion remained unchanged as a result of this.

The Company’s subsidiary Credivai Latinsul S.A. has been liquidated and the interest-free loan has been repaid as
consideration.

Key performance indicators

As the Company is managed as part of a 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 Bank Plc. Ongeing review
of the performance of the Company is carried out by monitoring the subsidiary performance, including cash flows

from and to each subsidiary.
Principal risks and uncertainties

The principal risks and uncertainties facing the Company, together with its financial risk management objectives
and policies, and an analysis of the exposure to such risks, are set out in Note 20 of the financial statements.

Being an investment holding company, the Company is subject to the risks of the performance of its subsidiaries
which could result in impairment of these investments.

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 20 on the financial statements.

The Company's exposures to credit, liquidity, market and foreign currency risks are limited due to the nature of its
business, which is predominantly investing in or financing of subsidiaries. These transactions are generally funded
by way of capital or debt obtained from the parent or other group companies.

Directors
The Directors who served during the year were as follows:

Name Resigned

R ] Hennity

|l Mackay

{ F MacKinnon

8 1S Mathews

A C G Stangroome 19 May 2017
G A Francis

Dividends

The Company paid dividends to HSBC Asia Holdings (UK} Limited of US55,940 million {2015: $5,080 million).



HSBC Asia Holdings B.V.

Management Report for the year ended 31 December 2016 {continued)

Significant events since the end of the financial year

The Company received dividends amounting to US$3,277 million from The Hongkong and Shanghai Banking
Corporation Limited in March 2017 and US$$20 million from HSBC Bank Bermuda Limited in Fehbruary 2017. The
Company also paid dividends amounting to US$3,325 million to HSBC Asia Holdings (UK) Limited in April 2017.

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

Going concern basis

The financial statements are prepared cn a going concern basis, as the Directors are satisfied that the Company has
the resources to continue in business for the foreseeable future. In making this assessment, the Directors have
considered a wide range of information relating to present and future conditions.

The liquidity risk management analysis is set out in Note 20 on the financial statements.

Capital management

The Company is not subject to externally imposed capital requirements and is dependent on the HSBC Group to
provide necessary capital resources which are therefore managed on a group basis.

The Company defines capital as total shareholders’ equity. It 1s HSBC’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.

Future developments

No change in the Company’s activities is expected.



HSBC Asia Holdings B.V.

Management Report for the year ended 31 December 2016 (continued)

Auditor

Pursuant to Part 9 of Book 2 of the Dutch Civil Code, the auditor will be deemed to be reappointed and
PricewaterhouseCoopers Accountants N.V. will therefore continue in office.

This report and the financial statements were approved by the Board of Directors on 30 May 2017.

London, 30 May 2017

Board of Directors

1Aennity | F MacKinnon

< 4‘/\

.
~—

B J S Mathews G A francis

AM

Registered Office
8 Canada Square
London

E14 5HQ



HSBC Asia Holdings B.V.

Financial Statements

Income statement for the year ended 31 December 2016

Notes
Interest iIncome
Interest expense
Net interest income
Gains |ess losses from financial investments
widend income 2
Other operating expense 3

Net operating income before loan impairment charges and other credit risk
provision

Net operating income
General & administrative (expenses) f income 4

Totat operating {expenses}/income

Operating profit

profit befare tax
Tax expense 7

Profit for the year

2016 2015
US$'000 US5'000
70,745 1,653
(61,475} (563}
9,270 1,090
1,180 -
5,910,529 5,041,376
(67,864) (12,916}
5,853,115 5,029,550
5,853,115 5,029,550
(22,292) 2,443
(22,292) 2,443
5,820,823 5,031,993
5,830,823 5,031,393
{10,009} (225)
5,820,814 5,031,768

The accompanying notes on pages 11 to 43 form an integral part of these financial statements.



HSBC Asia Holdings B.V.

Financial Statements {continued)

Statement of comprehensive income for the year ended 31 December 2016

Profit for the year

Other comprehensive income
Items that will be reclassified subsequently to profit and loss when specific conditions are met
Avallable-for-sale nvestments
- fair value gains
- INCOME taxes
- fair value (gains) transferred to the income statement
Items that will not be reclassified subsequently to profit and loss
Actuanal gains on defined benefit plans
- before income taxes

Other comprehensive income for the year, net of tax

Total comprehensive incame for the year

2016
Us5'000

5,820,814

27,311
231
{5,952}

241,780

263,370

6,084,184

The accompanying notes on pages 11 to 43 form an integral part of these financial statements.

2015
US5'000

5,031,768

15,315
{1,170}

26,705

40,850

5,072,618



HSBC Asia Holdings B.V.

Financial Statements {continued)

Statement of financial position as at 31 December 2016

Notes 2016 2015
uss'000 Uss'000

Assets
Cash and cash equivalents 8 21,3870 15,492
Leans and advances 9 8,275,454 -
Trade and other recevables 10 37,421 71,553
Financial investments 11 2,837,770 4,060,459
Current tax asset 1,823 969
Investments in subsidiary undertakings 12 57,574,879 55,406,312
Interest in associates 13 65,185 65,185
CGther assets 413,803 258,466
Total assets 69,228,205 59,878,436
Liabilities and equity
Liabilities
Trade and other payables i4 11,955 195,833
Loans from HSBC undertakings 15 8,455,787 180,563
Deferred tax habilities 939 1,170
Total habilities 8,468,681 377,566
Equity
Called up share capital 16 21 28
Preference share capital 16 23,754,876 24,531,409
Share premium account 23,884,779 22,772,679
Other reserve (1,848,483) (2,648,983}
Retained earnings 14,968,331 14,545,737
Total equity 60,759,524 59,500,870
Total equity and liatulities 69,228,205 59,878,436

The accompanying notes on pages 11 to 43 form an integral part of these financial statements.



HSBC Asia Holdings B.V.

Financial Statements {continued)

Statement of cash flows for the year ended 31 December 2016

Cash flows from operating activities
Profit before tax

Adjustments for:

- non cash items included in profit before tax
- change in operating assets

- change i operating liabilities

- interest expenses

- tax paid

Net cash generated from operating activities
Cash flows from investing activities

Net cash gutflow from investment in subsidiaries
Net loans and advances to HSBC undertakings
Net cash used in investing activities

Cash flows from financing activities
Repayments of borrowings

Issue of ordinary share capital

Loans from HSBC undertakings

Dividends paid

Net cash generated from/{used n) financing actmvities
Net decrease in cash and cash equivalents

Cash and cash equivalents brought forward

Cash and cash equivalents carried forward

Notes

19

19

2016 2015
US4'000 US$'000
5,830,823 5,031,993
86,444 11,800
34,132 (3.873)
{183,878) {402)

- 563
{8,493} {1,497)
5,759,028 5,038,584
{2,168,567} -
(8,275,454} {180,000)
(10,444,021} (180,000)
1,244,047 -
1,112,100 -
8,275,224 180,000
{5,940,000} (5,080,000)
4,691,371 (4,900,000)
6,378 (41,416)
15,492 56,908
21,870 15,432

The accompanying notes on pages 11 to 43 form an integral part of these financial statements
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HSBC Asia Holdings B.V.

Notes on the Financial Statements

i Basis of preparation and significant accounting policies

A Basis of preparation
(a) Compliance with International Financial Reporting Standards

The financial statements of the Company have been prepared in accordance with International Financial Reporting
Standards (‘IFRSs’) as issued by the International Accounting Standards Board {'IASB’), including interpretations
issued by the IFRS Interpretations Committee, and as endorsed by the European Union (‘EU’) and in accordance
with Book 2, Title 9 of the Dutch Civil code.

At 31 December 2016, there were no unendorsed standards effective for the year ended 31 December 2016
affecting these financial statements and the Company’s application of IFRSs results in no differences between IFRSs
as issued by the IASB and IFRSs as endorsed by the EU.

The Company is exempt from the requirement to prepare group consolidated financial statements. All subsidiaries
held by the Company are taken up within the consolidated financial statements of the ultimate parent company.
Under the exemption provided by paragraph 4{a} of IFRS 10, the Company does not prepare consclidated financial
statements and, in lieu thereof, files with the Trade Register of the Chamber of Commerce in Amsterdam the
audited annual group financial statements of HSBC Holdings Plc.

The Company is exempt from the requirements to prepare consolidated financial statements by virtue of IFRS 10
paragraph 4. The financial statements present information about the Company as an individual undertaking.

There were no new standards applied during the year ended 31 December 2016,

(b) Future accounting developments

Major new IFRSs

The 1ASB has published IFRS @ ‘Financial Instruments’, IFRS 15 ‘Revenue frem Contracts with Customers’ and IFRS
16 ‘Leases’. IFRS 9 and IFRS 15 have been endorsed for use in the EU and IFRS 16 has not yet been endorsed.

{FRS 9 ‘Financial Instruments’

In July 2014, the IASB issued IFRS 9 ‘Financial Instruments’, which is the comprehensive standard to replace IA5S 39
‘financial Instruments: Recognition and Measurement’, and includes requirements for classification and
measurement of financial assets and liabilities, impairment of financial assets and hedge accounting.

11



H5BC Asia Holdings B.V.

Notes on the Financial Statements (continued}

Classification and measurement

The classification and measurement of financial assets will depend on how these are managed (the entity's
business model) and their contractual cash flow characteristics. These factors determine whether the financial
assets are measured at amortised cost, fair value through other comprehensive income ('FYOCQ') or fair value
through profit or toss {'FVPL'}). The combined effect of the application of the business model and the contractual
cash flow characteristics tests may result in some differences in the population of financial assets measured at
amortised cost or fair value compared with IAS 39. However, based on an assessment of financial assets performed
to date and expectations around changes to balance sheet composition, the Company expects that the overall
impact of any change will not he significant.

For financial liabilities designated to be measured at fair value, gains or losses relating to changes in the entity's
own ¢redit risk are to be included in other comprehensive income.

Impairment

The impairment requirements apply to financial assets measured at amortised cost and FVOCI, and lease
receivables and certain loan commitments and financial guarantee contracts. At initial recognition, an impairment
altowance {or provision in the case of commitments and guarantees} is required for expected credit losses (‘ECL'}
resulting from default events that are possible within the next 12 months {"12-month ECL}). In the event of a
significant increase in credit risk, an allowance {or provision) is required for ECL resulting frem all possible default
events over the expected life of the financial instrument (‘lifetime ECL). Financial assets where 12-month ECL 15
recognised are in ‘stage 1’; financial assets that are considered to have experienced a significant increase in credit
risk are in ‘stage 2’; and financial assets for which there is objective evidence of impairment so are considered to be
in default or otherwise credit impaired are in ‘stage 3'.

The assessment of credit risk and the estimation of ECL are required to be unbiased and probability-weighted, and
should incorporate all available information relevant to the assessment, including information about past events,
current conditions and reasonable and supportable forecasts of economic conditions at the reporting date. In
addition, the estimation of ECL should take into account the time value of money. As a result, the recognition and
measurement of impairment is intended to be more forward-looking than under IAS 39, and the resulting
impairment charge will tend to be more volatile. IFRS 9 will also tend to result in an increase in the total level of
impairment allowances, since all financial assets will be assessed for at least 12-month ECL and the population of
financial assets to which lifetime ECL applies is likely to be larger than the population for which there is objective
evidence of impairment in accordance with IAS 39.

12



HSBC Asia Holdings B.V.

Notes on the Financial Statements {continued)

Transition

The classification and measurement and impairment requirements are applied retrospectively by adjusting the
opening balance sheet at the date of initial application, with no requirement to restate comparative periods. The
Company does not intend to restate comparatives. The mandatery application date for the standard as a whole is 1
January 2018, but it is possible to apply the revised presentation for certain liabilities measured at fair value from
an earlier date. The Company is assessing the impact that the impairment requirements will have on the financial
statements,

The joint Global Risk and Global Finance IFRS 9 Implementation Programme for HSBC Group continues to progress
with the documentation of Group accounting policy, the development of operating and system target operating
models and the development, build and testing of risk modelling methodologies for the calculatian of impairment
nearing completion, HSBC Group intends to perform a parallel run during the second half of 2017 to gain & better
understanding of the potential effect of the new standard and for the governance framework ta gain experience.
The Company intends to quantify the potential impact of IFRS 9 once it is practicable to provide reliable estimates,
which will be no later than in the Financial Statements 2017. Until reliable estimates of the impact are available,
further information on the expected impact on the financial position cannot be provided.

IFRS 15 ‘Revenue from Contracts with Customers’

In May 2014, the IASB issued IFRS 15 ‘Revenue from Contracts with Customers’, The original effective date of IFRS
15 has been delayed by one year and the standard is now effective for annual periods beginning on or after 1
lanuary 2018 with early application permitted. IFRS 15 provides a principles-based approach for revenue
recognition and introduces the concept of recognising revenue for performance cbligations as they are satisfied.
The standard should be applied retrospectively, with certain practical expedients available. The Company is not
expected to be materially impacted by the standard.

{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 that 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 depending on where the gain or loss on the underlying item is recognised.

The share capital of the Company has been restated into US Dollars using the relating EUR/USD year-end closing
rate. The movements in exchange of the share capital reman within equity and are captured in the capital
exchange reserve, which is a distributable reserve.

13



HSBC Asia Holdings B.V.

Notes on the Financial Statements {continued)

(d) Presentation of information
The financial statements have been presented in US Dollars, which is the Company's functional currency as this is
the currency of the primary econemic environment in which the Company operates.

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

{e) Changes to the presentation of the Notes on the Financial Statements

In order to make the financial statements and notes thereon easier to understand, the Company has changed the
location and the wording used to describe certain accounting policies within the notes, removed certain immaterial
disclosures and changed the order of certain sections.

Note 1B Summary of significant accounting policies : accounting policies have been placed, wherever possible,
within the relevant Notes on the financial statements and the changes in the wording are intended to more clearly
set out the accounting policies. These changes in the wording do not represent changes in accounting policies..

{f) 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 listed below as the critical accounting estimates and judgements, it is possibie that the outcomes in the next
financial year could differ from those on which management’s estimates are based, resulting in materially different
conclusions from those reached by management for the purposes of these Financial Statements. Management’s
selection of the Company’s accounting policies which contain critical estimates and judgements is listed below. It
reflects the materiality of the items to which the policies are applied and the high degree of judgement and
estimation uncertainty involved.

+ Impairment of investment in subsidiary (Note 1B(d)}
e Determination of fair value {Note 1B(f))

* Determination of defined employee benefits {Note 1B(e}))
(g} Basis of measurement

The financial statements are prepared on the historical cost basis except for financial assets and liabilities which are
measured in accordance with Note 1B(c), 1B{e) and 18{g).

14



HSBC Asia Holdings B.V.

Notes on the Financial Statements {(continued}

B  Significant accounting policies
{a) Interest income and expense

Interest income and expense for all interest bearing financial instruments is recognised in ‘Interest income” and
Interest expense’ in the income statement using the effective interest method. The effective interest method is a
way of calculating the amortised cost of a financial asset or a financial liability and of allocating the interest income
or expense over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash receipts or payments through the
expected life of the financial instrument or, where appropriate, a shorter pericd, to the net carrying amount of the
financial asset or financial liability. When calculating the effective interest rate, the Company estimates cash flows
considering all contractual terms of the financial instrument but excluding future credit losses. The calculation
includes all amounts paid or received by the Company that are an integral part of the effective interest rate of a
financial instrument, including transaction costs and all other premiums or discounts.

(b) Dividend income

Dividend income is recognised in the income statement on the date the entity’s right to receive payments is
established. This is the ex-dividend date for listed equity securities, and usually the date when shareholders have
approved the dividend for unlisted equity securities.

(c) Financial assets and liabilities

Loans and advances to HSBC undertakings

Loans and advances to HSBC undertakings are those that have not been classified either as held-for-trading or
designated at fair value. These loans are recognised when cash is advanced and are derecognised when the
undertakings repay their obligations, or the loans 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, less impairment losses.

Available-for-sale financial assets

Available-for-sale financial assets are initially measured at fair value plus directly attributable transaction costs.
They are subsequently re-measured at fair value and changes therein are recognised in other comprehensive
income.

The Company classifies debt and equity securities intended to be held on a continuing basis as available for sale.
They are recognised on trade date when the Company enters into contractual arrangements to purchase those
instruments, and normally derecognised, cumulative gains or losses in other comprehensive income are recognised
in the income statement.

Fair values are determined using valuation technigques with observable inputs (level 2). The fair values are
estimated using a modelled security as a proxy for the various pricing inputs. Pricing inputs include nominal value
yield curve, credit spread and coupon information.
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Amounts owed to HSBC undertakings

Amounts owed to HSBC undertakings are recognised when cash is advanced or contractual arrangements are
entered into, which is generally on trade date. These liabilities are initially measured at fair value less directly
attributable transaction costs. The Company derecognises the financial liahility when the Company’s 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.

(d) Impairment of assets (other than financial assets})

The carrying amounts of the Company's investments in subsidiaries are reviewed at each balance sheet date to
determine whether there is any indication of impairment. If any such indication exists, the asset's recoverable
amount is estimated as the higher of the asset's fair value less costs to sell and its value in use.

An impairment loss is recognised whenever the carrying amount of an asset or its cash generating unit exceeds its
recoverable amount. Impairment losses are recognised in the income statement.

Any impairment loss recognised in prior periods shall be reversed through the income statement if, and only if,
there has been a change in the estimates used to determine the investment's recoverable amount since the last
impairment loss was recognised. An impairment loss is reversed only to the extent that the asset's carrying amount
does not exceed the carrying amount that would have been determined if no impairment loss had been
recognised.

{e} Employee benefits

Defined benefit plans

The Company’s net obligation in respect of the defined benefit pension plans is calculated separately for each plan
by estimating the amount of future benefit that employees have earned in return for their service in the current
and prior periods; that benefit is discounted to determine its present value, and the fair value of any plan assets is
deducted. The calculations are performed by a qualified actuary.

When the benefits of a plan are improved, the portion of the increased benefit relating to past service by
employees is recognised as an expense in the income statement on a straight-line basis over the average period
unti! the benefits become vested. To the extent that the benefits vest immediately, the expense is recognised
immediately in the income statement.

Actuarial gains and losses, in calculating the Company’s obligation in respect of the plan, are recognised
immediately in equity via other comprehensive income.

Defined contribution plans

Whilst the Company is the official sponsor of certain defined contribution plans, the obligations for contributions to
defined contribution plans are not recognised as an expense in the income statement as these are recognised in
the income statement of the ultimate employing entity of the individuals concerned.
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{fy Determination of fair value

All financial instruments are recognised initially at fair value. In the normal course of business, the fair value of a
financial instrument on initial recognition is the transaction price (that is, the fair value of the consideration given
or received),

Subseguent to initial recognition, the fair values of financial instruments measured at fair value that are quoted in
active markets are based on bid prices for assets held and offer prices for liabilities issued. When independent
prices are not available, fair values are determined by using valuation techniques which refer to observable market
data. These include comparison with similar instruments where market observable prices exist, discounted cash
flow analysis, option pricing models and other valuation techniques commonly used by market participants. Fair
values of financial instruments may be determined in whole or in part using valuation technigues based on
assumptions that are not supported by prices from current market transactions or observable market data, where
current prices or observable market data are not available.

Valuation techniques incorporate assumptions that other market participanis would use In their valuations,
including assumptions about interest rate yield curves, exchange rates, volatilities, and prepayment and default
rates. Additional factors such as bid-offer spread, credit profile and model uncertainty are taken into account, as
appropriate, when fair values are calculated using valuation techniques. Where a financial instrument has a quoted
price in an active market and is part of a portfolio, the fair value of the portfolio is calculated as the product of the
number of units and quoted price and no block discounts are made.

Derivatives are recognised at fair value when the Company enters into contracts with counterparties, which is
generally on trade date, and are normally derecognised when sold.
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(g} Share based payments

The cost of share-based payment arrangements with employees is measured by reference to the fair value of
equity instruments on the date they are granted, and recognised as an expense on a straight-line basis over the
vesting period, with a corresponding credit to the ‘Capital contribution reserve’ for share option awards and a
credit to the intercompany account with HSBC Holdings Plc for share awards. The fair value of equity instruments
that are made available immediately, with no vesting period attached to the award, are expensed immediately.

Fair value is determined by using appropriate valuation models, taking into account the terms and conditions upon
which the equity instruments were granted. Vesting conditions include service conditions and performance
conditions; any other features of a share-based payment arrangement are non-vesting conditions.

Market performance conditions and non-vesting conditions are taken into account when estimating the fair value
of equity instruments at the date of grant, so that an award Is treated as vesting irrespective of whether the market
performance condition is satisfied, provided all other conditions are satisfied.

Vesting conditions, other than market performance conditions, are not taken into account in the initial estimate of
the fair value at the grant date. They are taken into account by adjusting the number of equity instruments
included in the measurement of the transaction, so that the amount recognised for services received as
consideration for the equity instruments granted shall be based on the number of equity instruments that
eventually vest. On a cumulative basis, no expense is recognised for equity instruments that do not vest because of
a failure to satisfy non-market performance or service conditions.

(h)} General information
The Company is incorporated in the Netherlands and is registered in England as on overseas company.

2 Dividend income

2016 2015
USS'000 US5'000
Dividend income from associates 32,803 17,160
Drvidend income from other group undertakings 5,781,461 4,909,421
Dividend income on preference shares 96,265 114,795
5,910,529 5,041,376

18



HSBC Asia Holdings B.V.

Notes on the Financial Statements {continued)

3 Other operating (expense)

2016 2015
us$'c00 Us$'000
Foreign exchange loss {65,913} {12,903)
Profit f{loss} on disposal of investments in subsidiaries? 2,097 -
Expenses relating to investment in subsidiaries? {20,000} (13)
Realised gain on redemption of preference shares 5,952 -
(67,864) {12,916)
1profit on disposal on the liquidation of Credival Latinsul S.A.
‘Advisary and brokerage expenses on the partial disposal of shares in Dar Es Salaam investment Bank.
4 General and administrative (income)/expense
2016 2015
Uss$'000 USs$'000
International Staff {ISRBS) — pension expense 24,509 4,573
ISRBS reimbursements from group and associated companies (4,120) (7,688}
Total staff related expenses / {income} 20,389 (3,115)
Other administrative and office expenses 1,903 672
Jotal other administrative expenses 1,903 672

General and administrative expense / {income) 22,292

{2,443)

The Company is the official employer and sponsor of the {“ISRBS”) International Staff Retirement Benefits Scheme,
and it is Group policy that all payments made to the ISRBS and any other charges incurred by the Company in
respect of the members will be reimbursed to the Company by the Group and associated entities where the

members of the ISRBS have been seconded to.

The pension expense is different from the recharges received from group and associated companies and these
intra-year variations are not unusual and are caused by timing differences. Ultimately, there will have been no

effective cost to the company in respect of the International Staff Retirernent Benefits Scheme.

Whilst the Company is the official sponsor of certain defined contribution plans, the obligations for contributions to
these defined contribution plans are not recognised as an expense in the income statement and are recognised in

the income statement of the employing Company of the individuals concerned.
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5 Remuneration of Directors

No director received any fees or emoluments from the Company during the year {2015: USSnil). 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 Auditor's remuneration

Certain expenses including independent auditor’s remuneration have been borne by HSBC Holdings Plc and are
therefore not charged in arriving at profit before tax. The amount incurred in respect of the audit of these
financial staterments was US5$40,022 {2015: US$45,825}). There were no non-audit fees incurred during the year
(2015: USS nil}.

7 Tax

Accounting policy

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 directly 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 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 amounts 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 15 calculated based on tax rates and laws enacted, or substantively enacted, by the
balance sheet date.

Tax charged to the income statement

2016 2015
US$'000 UsS5'000
Current tax
UK Corporation tax
- for this year 1,534 225
- adjustments in respect of prior years (18) -
- withholding tax suffered 8,493
Total current tax 10,009 225

Total tax charged to income statement 10,009 225
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The UK corporation tax rate applying to the Company was 20.00% {2016: 20.25%).

The company migrated it's tax residence from the Netherlands to the United Kingdem on 1 October 2013.

In the UK Budget on 8 July 2015, the UK Government proposed to reduce the main rate of UK corporation tax to
19% with effect from 1 April 2017 and to 18% with effect from 1 April 2020. Additionally in the Budget on 16 March
2016 a further rate reduction to 17% was proposed from 1 April 2020, instead of the reduction to 18% as originally

planned.

The rate reduction to 17% was enacted during the period and has therefore been taken into account In the
calculation of the UK related deferred tax balances (as these balances will materially reverse after 1 April 2020).

These reductions in the corporation tax rate were enacted in the Finance (No2) Act 2016.

Tax reconciliation

The tax charged to the income statement differs to the tax charge that would apply if all profits had been taxed at

the UK Corporation tax rate as follows:

Profit before tax

Tax at 20 00% (2015, 20.25%)

Adjustments in respect of prier period liabihities
Permanent disallowabtes

Non taxable income and gains

Withholding tax suffered

Total tax charged to income statement

Deferred tax liabilities

At 1 January

Other comprehensve income:
- Avallable-for-sale investments

At 31 December

2016

Us5'000
5,830,823
1,166,165

{18)
18,130
(1,182,761)
8,493

10,008

21

Percentage of
averall profit
before tax

%

20.00%

0.31%
{20.28)%

0.03%

2015

US5'000
5,031,993
1,018,978

3,682
(1,022,435)

225

2016
US5000

(1,170)

231

{939)

Percentage of
overall profit
before tax

%

20.25%

0.1%
(20.32)%

0.10%

2015
USS000

{1,170)

{1,170)
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8 Cash and cash equivalents

Accounting policy

Cash and cash equivalents include highly liquid investments that are readily convertible 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.

2016 2015

USS'000 uss$'000

Short term deposits 19,942 13,867
Bank balances 1,928 1,625
21,870 15,492

Cash and cash equivalents comprise cash and shert time deposits which are immediately available at no additional
break costs should the need arise.

The short term deposits are due within three months from the date of acquisition and carry interest at 0.06%.

9 Loans and advances

2016 2015

Interest receivable Maturity date LS5'000 US5°000

Hongkong and Shanghai Banking Corpaoration Limited USD LIBOR + 2.18% 08/09/2036 2,000,000 -
Hongkong and Shanghai Banking Corporation Limited USD LIBOR +2.48% 02/03/2027 725,000 -
Hongkong and Shanghai Banking Corparation Limited USD LIBOR + 2.46% 25/09/2026 630,000 -
Hongkong and Shanghai Banking Corporation Limited USD LIBOR + 2.31% 26/09/2023 575,000 -
Hangkong and Shanghai Banking Corporation Limted USD LIBOR + 1.97% 24/09/2021 570,000 -
Heongkong and Shangha Banking Corparation Limrted USD LIBOR + 1.73% 05/01/2022 3,750,000 -
Accrued interest payable 25,454 -

Loans and advances 8,275,454 -

During the year the Company issued a number of loans to its subsidiary, Hongkong and Shanghai Banking
Corporation Limited. The leans are denominated in US Dollars and the effective interest based on LIBOR rates is
accrued. The nominal rate is equal to the effective rate of interest as there have been no fees charged on these
loans.
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10 Trade and other receivables

Accounting policy

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision or impairment. A provision for impairment is established
when there is objective evidence that the Company will not be able to collect all amounts due according to the
original terms of the receivables. The amount of the provision is the difference between the asset’s carrying
value and the present value of estimated future cash flows, discounted at the original effective interest rate.
When a trade receivable is uncollectable, it is written off against trade receivables and the amount of the loss is
recognised in the income statement. Subsequent recoveries of amounts previously written off are credited to
the income statements.

2016 2015

Us$'000 Uss'000

Dwidend recewvable on intra-group preference shares 37,408 71,540
Amounts due from group campanies 13 13
Trade and other receivables 37,421 71,553

Amounts due from HSBC undertakings are non-interest bearing and the fair value is not significantly different to
the carrying value on the balance sheet due to their short term nature.

11 Financial investments

Accounting policy

Available for sale financial assets are recognised on the trade date when the Company enters into contractual
arrangements to purchase those instruments, and are normatly derecognised when either the securities are
sold or redeemed. They are subsequently remeasured at fair value, and changes therein are recognised in other
comprehensive income until they are either sold or become impaired. Upon disposal, the cumulative gains or
losses in other comprehensive income are recognised in the income statement as ‘Gains less losses from
financial investments’.
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The Company holds the following preference shares of the Hongkong and Shanghai Banking Corporation Limited
{“HBAP”), as follows:

Nominal Dividend basis 2016 2015
value

Us$000 US5'000
Non-cumulative shares’ 978,000 LIBOR +1 85% 831,238 813,861
Non-cumulative shares! 375,000 LIBOR +1,35% 284,265 278,687
Non-cumulative shares! 500,000 LIBOR +1 25% 369,830 362,682
Non-cumulative shares! 1,000,000 LIBOR +1 25% 739,660 725,363
Non-cumulative shares! 250,000 LIBOR +1.15% 180,320 176,891
Non-cumulative shares! 150,000 LIBOR + 1.15% 108,192 106,134
Cumulative shares’ 200,000 LIBOR +1 00% 138,743 136,172
Cumulative shares - LIBOR +1 20% - 143,293
Cumulative shares - LIBOR + 3.23% - 1,130,879
At 31 December 3,453,000 2,652,248 3,873,962

Availakle for sale loans:
Sub-loan? 180,000 LIBOR + 2 54% 185,522 186,497

Total 3,633,000 2,337,770 4,060,459

Yrredeemable preference shares: Redemption is at the issuer’s option, subject to 30 days’ notice in writing to
shareholders and with prior consent of the Hong Kong Monetary Authority.

2Sub-ordinated loan: HSBC Asia Holdings B.V. has provided a Tier2 Subordinated loan to HBAP, The instrument is
classified as available-for-sale by the holder.

During the year, the Company's principal subsidiary, HBAP redeemed preference shares at a total nominal value of
USS 1,250 million at par.

The preference share dividend is paid annually as fong as the retained profits of the issuer allows payment. As this
has been the case in the past and anticipated in the future, the preference dividend is being accrued.

Trade and other receivables (Note 10) includes accrued preference share interest receivable on financial
investments of US537 million (2015: US$72 million).
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The movements in financial investments during the year were as follows:

2016 2015

Us$'000 US$'000

At 1 January 4,060,459 3,865,144
Additions - 180,000
Disposals {1,250,000) -
Revaluation 27,311 15,315
At 31 December 2,337,770 4,060,459

Fair values were determined using valuation technigues with observable inputs {Level 2). The fair value of financial
investments in HSBC undertakings are estimated using a modelled security as a proxy for the preference shares as
well as various pricing inputs. Pricing inputs include nominal yield curve, credit spread, and coupon information.

12  Investments in subsidiary undertakings

Accounting policy

activities and whether power is held as agent or principal.

The Company’s investments in subsidiaries are stated at cost less impairment losses.

The Company classifies investments in entities which it controls as subsidiaries. Where an entity is governed by
voting rights, the Company consolidates when 1t holds, directly or indirectly, the necessary voting rights to pass
resolutions by the governing body. In all other cases, the assessment of control is more complex and requires
judgement of other factors, including having exposure to variability of returns, power to direct relevant

Critical accounting estimates and judgements

rates used to discount these cash flows.

Investments in subsidiaries are tested for impairment when there is an indication that the investment may be
impaired. Impairment testing involves significant judgement in determining the value in use, and in particular
estimating the present values of cash flows expected to arise from continuing to held the investment and the
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2016 2015
US$'000 USS'000
Cost
At 1 January 55,458,847 55,458,847
Additions 2,362,100 -
Disposals {194,713)
At 31 December 57,626,234 55,458,847
2016 2015
uUs$'000 USs'000
Provision for impairment
At 1 January (52,535) [52,535)
Disposals 1,180 -
At 31 December {51,355} {52,535)
Net carrying amount at 31 December 57,574,879 55,406,312

Explanation of additions

During the year, the Company invested $2.4 billion in The Hongkong Shanghai Banking Corporation Limited (2015:
ussnil).

Impairment of investments

The process of identifying and evaluating impairment is inherently uncertain because it requires significant
management judgement in making a series of estimations, the results of which are highly sensitive to the
assumptions used. The impairment review represents management's best estimate of the factors below:

Nominal long-term growth rate: The long-term growth rate is used to extrapolate the cash flows in perpetuity
because of the long-term perspective within the Group of business units making up the subsidiaries. These growth
rates reflect GDP and inflation for the countries within which the subsidiary operates or derives revenue from; and

Discount rate: The rate used to discount the cash flows is based on the cost of capital assigned to each subsidiary,
which is derived using a Capital Asset Pricing Model ('CAPM’). The CAPM depends on a number of inputs reflecting
financial and economic variables including the risk-free rate and a premium to reflect the inherent risk of the
business being evaluated. These variables are based on the market's assessment of the economic variables and
management's judgement. The discount rates for each subsidiary are refined to reflect the rates of inflation for the
countries within which the subsidiaries operate. In addition, for the purposes of testing subsidiaries for
impairment, management supplements this process by comparing the discount rates derived using the internally
generated CAPM with cost of capital rates produced by external sources for bhusinesses operating in similar
markets; and
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Management's judgement in estimating the cash flows: The cash flow projections for each subsidiary are sensitive
to the cash flows projected for the periods for which detailed forecasts are available, and to assumptions regarding
the long-term pattern of sustainable cash flows thereafter. Forecasts are compared with actual performance and
verifiable economic data in future years; however, the cash flow forecasts necessarily and appropriately reflect
management's view of future business prospects at the time of the assessment.

When this exercise demonstrates that the expected cash flows of a subsidiary have declined and/or that its cost of
capital has increased, the effect Is to reduce the subsidiary's estimated recoverable amount. if this is lower than the
carrying value of the subsidiary, a charge for impairment will be recognised in the Company's income statement for
the year. The accuracy of forecast cash flows is subject to a high degree of uncertainty in volatile market conditions.
In the event of a significant deterioration in economic and credit conditions compared with those reflected by
management in the cash flow forecasts for the subsidiaries, a material adjustment to a subsidiary's recoverable
amount may occur which may result in the recognition of an impairment charge in the income statement.

HSBC Bank Bermuda Limited

HSBC Bank Bermuda Limited provides banking services in Bermuda. A comparison of carrying amount to value in
use, calculated using a discount rate of 10% (2015: 9.6%) and a growth rate of 3.99% (2015: 3.6%), did not result in
an impairment charge,

Sensitivity to key assumptions for investment in HSBC Bank Bermuda Limited

Based on management's value in use calculation for its investment in HSBC Bank Bermuda Limited the Company

has not recognised an impairment charge. Changes to the key assumptions used in the value in use calculation
would have the following impact on the value in use:

Key Assumptions Change in assumption Impact on value in use - (loss)/gain
Discount rate +/-100 basis points {US5205m)/USS287m
Nominal growth rate +/-162 basis points USS435m/(USS251im)
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The principal subsidiary undertakings of the Company at 31 December 2016 were:

Country of Interest in Equity

incorporation Capital
HSBC Bank Bermuda Limited Bermuda 100%
H5BC IM Pension Trust Limited United Kingdom 100%
HSBC Property (UK} Limited United Kingdom 100%
HSBC Software Development (India} Private Limited India 100%
HSBC Software Development (Malaysia) Sdn Bhd Malaysia 100%
HSBC Latam Holdings (Netherlands) BV The Netherlands 100%
The Hongkeng and Shanghai Banking Corporation Lirmited Hong Keng SAR 100%

The principal countries of operation are the same as the countries of incorporation.

13 Interest in associates

Share class

Ordinary shares
Crdinary shares
Ordinary shares
Qrdinary shares
Ordinary shares
QOrdinary shares

Ordinary shares

The Company classifies investments in entities over which it has significant influence, and that are neither

subsidiaries (Note 12) nor joint ventures, as associates.

The Company carries its investments in associates at historical cost less provision for any impairment.

2016
us$'oo0

Cost 65,185

65,185
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Uss$'000
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The Company has the following investments in associates:

Country of  Interest in Equity

incorporation Capital
HSBC Saudr Arabia Limsted Saudi Arabia 49%
SABB Takaful Company ! Saudi Arabia 31%

A further 1.5% is owned indirectly

14  Trade and other payables

Share class

Ordinary shares

Ordinary shares

fair value and subsequently measured at amortised cost using the effective interest methad.

Trade and other payables represent liabilities for goods and services provided to the Company by other group
companies prior to the end of the financial year, which are unpaid. The amounts are recognised initially at their

2016 2015
us$000 USS$'000
Amounts due to ather graup undertaking 11,955 202
Loan from Credival Latinsul S A * - 195,631
Trade and other payables 11,955 195,833
The Company’s subsidiary Credival Latinsul $.A. has been liquidated and the interest-free loan has been repaid.
15 Loans from HSBC undertakings
Nominal Maturity 2016 2015
interest rate date
us$'000 USS5'000
HSBC Asia Holdings {UK) Limited USD LIBOR + 2.65%  25/11/2025 180,000 180,000
HSBC Asia Holdings [UK) Limited USD LIBOR +2.18%  08/09/2036 2,000,000 -
HSBC Asia Holdings {UK) Limited USD LIBOR + 2.48% 02/03/2027 725,000 -
HSBC Asia Holdings (UK) Linuted USD LIBOR + 2.46% 25/09/2026 630,000 -
HSBC Asia Holdings (UK) Limited USD LIBOR +2.31%  26/09/2023 575,000
HSBC Asia Holdings {UK) Limited USD LIBOR + 1.97% 24/09/2021 570,000 -
HSBC Asia Holdings {UK) Limited USD UBOR + 1.73%  D5/01/2022 3,750,000 -
Accrued interest payable 25,787 S63
At 31 December 8,455,787 180,563
P —_—
During the year the Company received a number of loans from HSBC Asia Holdings (UK} Limited.
The lgans are denominated in US Dollars and the effective interest based on LIBOR rates is accrued. The nominal

rate is equal to the effective rate of interest as there have been no fees charged on these loans.

29



HSBC Asia Holdings B.V.

Notes on the Financial $Statements (continued)

16 _ Called up Share Capital

Accounting policy

shown in equity as a deduction from the proceeds, net of tax.

equity are recognised as distributions within equity.

Financial instruments i1ssued 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

The preference share capital is classified as equity if it is non-redeemable and any dividends are discretionary,
or when it is redeemable but only at the Company’s option. Dividends on preference share capital classified as

As at 31 December 2016, the share capital of the Company is made up as follows (the issued share capital has been

stated net of capital exchange reserve):

Nominal value

Class of shares per share

(EUR}
Ordinary shares 50
Preferance A 1,000
Preference B 1,000
preference C 1,000
Preference D 1,000
Preference E 1,00C
Preference F 1,000
Preference G 1,000
Preference H 1,000

Balance as at 31 December 2016

Number of
issued and Issued share Issued share
fully paid capital capital
shares {EUR"000) {USD' 000}
406 20 22
17,180,000 17,180,000 15,681,046
886,041 886,041 793,715
175,000 175,000 199,972
1,000,600 1,000,000 1,280,800
1,000,000 1,000,000 1,284,100
250,000 250,000 327,375
1,400,000 1,400,000 2,199,400
650,000 650,600 516,370
22,541,447 22,541,061 22,682,800

The EURO share capital of the Company has been restated into USD Dollars using the relating EUR/USD year-end
closing rate of 1.05385 {2015: 1.08830). The movements in exchange of the share capital remain within equity and
are captured in the capital exchange reserve, which is a distributable reserve.

30



HSBC Asia Holdings B.V.

Notes on the Financial Statements (continued)

In April 2016 the Company issued one ordinary share to HSBC Asia Holdings (UK} Limited for $1,112 million.

Preference shares classes A through H carry the following rights:

At liguidation or redemption, the shareholders are entitled to receive a preferential distribution equal to the
GBP equivalent of the nominal value converted into GBP at the exchange rate prevailing on the date of issue
of the relevant shares (“liquidation value”).

Preference shares carry a share premium. At liguidation or redemption the shareholders of these preference
shares are entitled to receive the balance of the share premium reserve attached to such preference shares
converted into GBP at the exchange rate prevailing on the date of issue of the relevant shares.

The liquidation value of these preference shares as at year-end is GBP14,575million (2015:GBP14,575millien),
with a USD equivalent of US$17,963 million (2015: US521,602 million).

In case dividends are declared on the ordinary shares, the preference shares carry a preferential
non-cumulative dividend based on the liquidation value at a rate of LIBOR+2%, where LIBOR is the rate
quoted for a 6-month GBP deposit on the first business day of the year.

The holders of preference shares are entitled to a dividend on the preference shares with the maximum dividend
calculated above. The holders of ordinary shares are entitled to receive dividends only when the preference
dividend has been paid in full. All ordinary and preference shares rank equally with regard to voting rights.

Repurchase of Preference Shares

No preference share repurchases have been conducted during the year.
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17  Analysis of financial assets and liabilities by measurement basis

Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost.

The following table analyses the carrying amount of financial assets and liability by category as defined in IAS 39
and by balance sheet heading:

Financial
Available- assets and
Loans and for-sale liabilities at
At 31 December 2016 receivables securities amortised cost Total
Us5'000 Uss'o00 US$'000 Us5'000
Assets
Cash and cash equivalents - - 21,870 21,870
Loans and advances 8,275,454 - - 8,275,454
Trade and other receivables - - 37,421 37,421
Financial mvestments - 2,837,770 - 2,837,710
Jotal financial assets 8,275,454 2,832,170 59,291 11,172,515
Total non-financial assets 58,055,650
Total assets 69,228,205
Liabilities
Trade and other payables - - 11,955 11,955
Loans from HSBC undertakings - - 8,455,787 8,455,787
Total financial habtlities - - 8,467,742 8,467,742
Total non-financial habilities 939
Total liabitities 8,468,681
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At 31 Decermnber 2015
Assets

Cash and cash equivalents
Trade and other recevablas
Financial investments

Total financial assets

Total non-financial assets
Total assets

Liabilities

Loans from HSBC undertakings
Trade and other payables
Total financial hakihties

Total non-financial habilities

Total habiities

18 Retirement benefits

Financial
Available- assets and
Loans and for-sale liabilities at
recewables securities amortised cost Tatal
USS'000 Uss$'000 Uss'000 Uss'aco
R - 15,492 15,492
- - 71,553 71,553
- 4,060,459 - 4,060,459
- 4,060,459 87.045 4,147,504
55,730,932
59,878,436
_ - 180,563 180,563
R - 195,833 195,833
, - 376,396 376,396
1,170
377,566

(Asset)/liability relating to defined benefit obligations

The Company makes contributions to one closed defined benefit plan, resident in Jersey, that provides pension

benefits for employees upon retirement - the International Staff Retirement Benefits Scheme {“ISRBS”).

In 2009, the Company became the official sponsor of the International Retirement Benefits Plan (“IRBP"}, a defined
contribution plan. The obligations for contributions are recognised by the employing Company of the individuals

concerned.

Movements in retirement benefits

Present value of defined benefits obligations

Fresent value of plan assets

Net retirement benefits asset

2016 2015 2014 2013 2012
US5000 Uss000 ussooo USS000 ussoco
1,098,434 1,264,546 1,399,741 1,367,424 1,229,854
1,512,237 1,523,012 1,641,307 1,445,489 1,444,552
{413,803) {258,466) (241,566) {78,065) (214,698)
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Movements in the liability for defined benefit obligations recognised in the balance sheet

Liahility for defined benefit obligations at 1 January
Movements in exchange

Employee contributions

Actual benefits payments made

Expense recognised in the income statement (see
below)
Other comprehensive income

Liability for defined benefit obligations at 31
December

Movements in the plan assets

Fair value of plan assets at 1 January
Movements in exchange

Employee contributions

ISRBS employer contnbutions

Actual benefits payments made
Return on plan assets {see below}

Other comprehensive income

Fair value of plan assets at 31 December

Remeasurement effects recognised in other comprehensive income

Actuartat (gain)/ loss due to experience on DBO

Actuaral loss/{gain} due to demographic assumption changes in DBO

Actuareal {gain)/ loss due to financial assumption changes in DBO

Actuarral {gain}/ loss on DEQ arising during period

Return on plan assets less/(greater) than discount rate

Remeasurement effects recognised in OCI

2016 2015 2014 2013 2012
uss5000 US5000 US5000 Us$000 US$000
1,264,546 1,399,741 1,367,424 1,229,854 1,063,544
(214,146} (66,641} (84,565) 37,502 48,393
398 821 988 1,129 1,247
{71,985) (58,104} (72,840) {58,854) {55,864)
75,568 59,950 71,682 64,658 69,239
44,054 (71,221} 117,052 93,135 103,295
1,098,435 1,264,546 1,399,741 1,367,424 1,229,854
2016 2015 2014 2013 2012
Us$000 Uss0o0 us$0a0 US$000 US$000
1,523,012 1,641,307 1,445,489 1,444,552 1,303,812
{280,203} {79,562} {98,632} 33,732 57,197
398 821 988 1,129 1,247
4,120 7,688 9,384 10,383 47,069
{71,985} (58,104} {72,840} (58,854} (55,864)
51,059 55,377 60,940 60,757 52,534
285,835 {44,516} 295,978 {46,210} 38,557
1,512,236 1,523,012 1,641,307 1,445,489 1,444,552

2016 2015

Us$000 uss000

{29,683} {36,023)

(73,579} 30,356

147,316 {65,554)

44,054 {71,221)

(285,835} 44516

(241,781} {26,705)
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Cost recognised in comprehensive income

Cost recognised i income statement

Remeasurement affects recogmsed in OCI

Tetal cost racognised in comprehensive income

Expense recognised in the income statement

Past service cost
Current service tasts
Interest an cbligation

Administration costs and taxes

Return on plan assets

Categories of plan assets

Equities
Bonds

Property
Other

Total plan assets

Pension assumptions

Assumptions as at 31 December

Inflation

Safary increases
Pension increases
Discount rate
*Mortaiity table — males

*Mortality table — fernales

2016 2015
US$000 Us$000
24,509 4573
(241,781) (26,705)
(217,272} (22,132)
2016 2015
Us$000 US4$000
26,123 -
4,039 9,807
41,838 46,998
3,568 3,145
75,568 59,950
{51,059) (55,377)
24,509 4573
2016 2015
Us$000 Us$000
84,665 72,938
1,485,348 1,485,850
40,151 37,934
{97,928) {73,710}
1,512,236 1,523,013
2016 2015
3.50% 3.30%
0.00% 1.75%
2.50% 3 30%
2.70% 3.80%
91.5% SZNMA  TO%SIPMA_L

93.6% S2PFA_L
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* with core CMI 2015 improvements and a 1.25% long term rate

Estimated contributions and benefit payments in next financial year

In 2017, the estimated company contributions is nil. The estimated benefits payments are

US$40,984 thousand.

The effect of changes in key assumptions on the ISRBS pension scheme

Change in defined benefit cbligation at year-end from a 25bps increase in discount rate

Ingrease in defined benefit abligation from each additional year of longevity assumed

19 Reconciliation of profit before tax to net cash flow from operating activities

2016
Us5000
43,071
38,871

expected to be

2015
UsS000
48,856
21,497

Accounting policy

less than three months’ maturity from the date of acquisition.

Cash and cash equivalents include highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of change in value. Such investments are normally those with

a) Non-cash items included in profit before tax

Share-based payment expense
Charge for defined benefits plans

b} Change in operating assets

Change in trade and other receivables
Change 1n loans and advances from HSBC undertakings

¢} Change in operating hiabuities
Change in accruals and deferred income

Trade and other payables
Change in loans from HSBC undertakings

36

2016
Us5'000

86,444

86,444

2015
us$'000

34,132

34,132

2016
Us$'000

{183,878)

{183,878)

2015
Uss'000

1,996
9,804

11,800

2015
Us5'000

(3,873)

(3,873)

2015
US5'000

{351)
(51)

{402)
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2016
us$'000

d} Cash and cash equiwvalents comprise
Cash at bank with HSBC undertakings 21,870
21,870
2016
Us$'000

e) Interest and dividends

Interest received 70,745
Dividends recewved 5,814,264

20 Management of financial risk

2015
Us$'000

15,492

15,492

2015
Uss'000

1,653
4,926,581

Systems and procedures are in place in the HSBC Group to identify, control and report on the major risks associated
with financial instruments which include credit, liguidity and market risk. A Risk Management Meeting of the
Group Management Board, chaired by the Group Chief Risk Officer, is held each month (except August} to address
asset, liability and risk management issues for the HSBC Group. The Risk Management Meeting sets processes and
limits to be applied by HSBC subsidiaries, including HSBC Asia Holdings B.V. Exposure to these risks is monitored by

HSBC Holdings Plc's Asset and Liability Committee.
{a} Credit risk management

Credit risk is the risk of financial loss if a counterparty fails to meet an obligation under a contract.

The maximum exposure to credit risk:

2016

US$'000

Cash and cash equivalents 21,870
Trade and other recewables 37,421
Loans and advances to banks 8,275,454
Financial investments 2,837,770
Other assets 413,803

11,586,318

These balances are neither past due nor impaired and are considered to have a satisfactory credit grading.

There is no significant concentration of risk in the Company.

b) Liquidity risk management

2015
US$'000

15,492
71,553
4,060,459
258,466

4,405,970

Liguidity risk is the risk that the Company does not have sufficient financial resources to meet its obligations as
they fall due, or will have to do so at an excessive cost. This risk arises from mismatches in the timing of cash flows.
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The following is an analysis of assets and fiabilities by remaining contractual maturities at the balance sheet date:

31 December
2016

Assets

Cash and cash
equivalents
Loans and
advances
Trade and other
recervables
Financial
investments
Non-financial
assets

TJotal as at 31
December 2016

31 December
2016

Liabilities and
Equity

Trade and other
payables

Loans from HSBC
undertakings
Nen-financial
habilities

Equity

Total as at 31
December 2016

Cue within Due between Due between Due after
On demand 3 months 3-12 months 1-5 years 5 years Undated Total
Us$'o0D Us$'o00 Us5'000 Us$'000 uss$'000 Uss$'000 Us$'000
21,870 - - - - - 21,870
- 25,454 - 570,000 7,680,000 - B,275,454
. 37,421 - - - - 37,421
27,311 - - - 2,810,459 - 2,837,770
- - - - - 58,055,690 58,055,690
49,181 62,875 - 570,000 10,490,459 58,055,690 69,228,205
Due within 3 Due between Due between Due after
On demand months 3-12 months 1-5 years S years Undated Total
Us$'000 USS'000 Us$'000 ussono Uss$'000 USs$'000 Us$"000
11,955 B - - - - 11,955
- - 25,787 570,000 7,860,000 - 8,455,787
- - - - - 939 939
- - - - - 60,759,524 60,759,524
11,955 - 25,787 570,000 7,360,000 60,760,463 69,228,205
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31 December
2015

Assets

Cash and cash
equivalents
Trade and other
recevables
Finangial
nvestments
Nan financial
assets

Totat as at 31
December 2015

31 December
2015

Liabilities and
Equity

Trade and other
payables

Loans from HSBC
undertakings
Non financial
labilities

Equity

Totaf as af 31
December 2015

Due within Due between Due between Due after
On demand 3 months 3-12 months 1-5 years 5 years Undated Total
UsS$'000 US5'000 UsSs'000 US5'000 Us$'000 US$'000 US$'000
15,492 - - - - - 15,492
- 71,553 - - - - 71,553
195,315 - - - 3,865,144 - 4,060,459
- - - - - 55,730,932 55,730,932
210,807 71,553 - - 3,865,144 55,730,932 59,878,436
Due within Due between Due between Due after
On demand 3 months 3-12 months 1-5 years 5 years Undated Total
uUss'oco Uss'ooo US$'000 Uss'000 uss'oon uss'000 UsS5'000
195,833 - - - - - 195,833
- - 563 - 180,000 - 180,563
- - - - 1,170 1,170
59,500,870 59,500,870
195,833 - 563 - 180,000 59,502,040 556,878 436
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The following is an analysis of undiscounted cash flows payable under various financial liabilities by remaining
contractual maturities at the balance sheet date:

Due within Due between 3-12  Due between 1-5

On demand 3 manths months years Due after 5 years Total
uss$'oco us5'000 Us$'000 Uss$'000 US$'000 Us5'000
At 31 December
2016
Trade and other -
payables 11,955 - - - 11,955
Loans from HSBC 88,128
undertakings - 161,237 1,562,874 9,067,866 10,880,105
11,955 88,128 161,237 1,562,874 9,067 866 10,892,060

Due within 3 Due between 3-12  Due between 1-5

On demand months months years  Due after S years Total
uss'o0o Uss'000 Uss'000 Us5$'000 US5'000 Uss'o00

At 31 December
2015
Trade and other -
payables 195,833 - - - 195,833
Loans from HSBC -
undertakings - 563 - 180,000 180,563

195,833 - 563 - 180,000 376,396

{c) Market Risk management

Market risk is the risk that movements in market risk factors, including foreign exchange rates and interest rates will
reduce income values. Exposure to these risks arises from short-term cash balances and funding positions with
HSBC undertakings The objective of the Company's risk management strategy is to reduce exposure to these risks
and minimise volatility in economic income, cash flows and distributable reserves. The principal tool for managing
this is sensitivity analysis of changes in profit before tax to future changes in the exchange rates or interest rate.

Foreign exchange risk

The Company is exposed to foreign currency risk on assets and liabilities that are denominated in a currency other
than the US Dollar. The currency giving rise to this risk is Sterling which amounted to a Us$392million asset (2015:
US5258 million asset).

The Company’s profit before tax would decrease by US520.6 million, profit after tax by US516.4million
{2015:U5513.6 million decrease, profit after tax US511 million decrease} if the Sterling foreign exchange rate
weakened by Sper cent relative to the US dollar.

Foreign currency rate sensitivity analysis has been performed on the net assets foreign exchange risk exposure as
at the reporting date. An upward/downward movement in the USD: GBP rate of 5 per cent has been assumed. If all
other variables are held constant, the information above presents the likely impact on the Company’s profit.
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Interest rate risk

The Company held net assets with a nominal value of US$3,469 million (2015: US$4,718 million) that are sensitive to
interest rate movements. If all other variables are held constant the effect of a 100 basis points increase/{decrease} in
LIBOR on these net assets would be an increase/({decrease} of profit before tax of US$34.7 million (2015: USS47.2
million) and after tax of U$527.7 million (2015: US$37.6 million).

21 Related party transactions

Balances with other related parties

2016 2015
Highest balance Balance at  Highest balance Balance at
during the year® 31 December®  during the year® 31 December®
Us$'000 uUss$'000 1S$5°000 Us5'000
Assets
Cash and cash equwalents? 3,488,086 21,870 2,984,355 15,492
Trade and other receivables? 37,421 37,421 B8,196 71,553
Loans and advances? 8,275,454 8,275,454 - -
Financial investments? 3,912,744 2,837,770 3,959,068 4,060,459
Other assets? 413,803 413,803 283,225 258,466
Liabilities
Trade and other payables? 196,134 11,955 156,375 195,833
Loans from HSBC undertakings® 8,472,095 8,455,787 - 180,563

! These balances are with other related parties comprising of other HSBC Group Companies which are neither a

parent nor subsidiary of the Company.

2 These balances are with subsidiaries of the Company.

3The International $iaff Retirement Benefit Scheme entered into swap transactions with HSBC to manage the
inflation and interest rate sensitivity of the liabilities and selected assets. At 31 December 2016, the gross notional
value of the swaps was US51.7 billion (2015: US51.7 billion) and the swaps had a net negative fair value of US596
million to the scheme {2015; negative US$96 million).

* These balances are with HSBC Holdings Plc, the ultimate parent of the Company.

*The disclosure of the year-end balance and the highest balance during the year is considered the most meaningful
information to represent transactions during the year.

The above outstanding balances arose in the ordinary course of business and are on substantially the same terms,
including interest rates and security, as for comparable transactions with third-party counterparties.
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2016 2015
Us$'000 uss'o00

Income statement
Interest mcome 70,745 1,653
Interest expense 61,475 563
Dividend income 5,910,529 5,041,376
Dividend expense 5,940,000 5,080,000
Gain less losses from financial investmenits 1,180 -

22  Capitzl management

In line with HSBC Group policy, the Company maintains a strong capital base to support the development of its
business and to meet regulatory capital requirements at all times. The Company recognises the impact on
shareholder returns of the level of equity capital employed and seeks to maintain a prudent balance between the
advantages and flexibility afforded by a strong capital position and the higher returns on equity. The Company is
not subject to externally imposed capital requirements.

An annual Group capital plan is prepared and approved by the Board of HSBC Holdings Plc. The Company manages
its own capital within the context of the plan, which determines an appropriate amount and mix of capital required
to support planned business growth. As part of HSBC's capital management policy, capital generated in excess of
planned requirements is returned to shareholders, normally by way of dividends.

The Company defines capital as total equity, the components of which are set cut in the balance sheet.

23 Contingent liabilities

There were no contingent liabilities at 31 December 2016 (2015: nil}.

24  Parent undertakings

The Company’s immediate and ultimate holding companies are HSBC Asia Holdings (UK) Limited and HSBC Holdings
Plc respectively.

HSBC Holdings Plc 1s incorporated in England with limited liability under the UK Companies Act.

The financial statements of the Company are consolidated within the HSBC Holdings Plc financial statements, which
are prepared in accordance with International Financial Reporting Standards. Copies of the financial statements of
HSBC Holdings Plc may be obtained from its registered office as stated below, or from the Group’s web site,
www . hshc.com.

HSBC Holdings Pic
8 Canada Square
London

E14 5HQ
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25 Events after the balance sheet date

The Company received dividends amounting to US$3,277 million from The Hongkong and Shanghai Banking
Corporation Limited in March 2017 and US520 million from HSBC Bank Bermuda Limited in February 2017. The
Company also paid dividends amounting to U$53,325 million to HSBC Asia Heldings (UK} Limited in April 2017,

There are no other significant events after the balance sheet date.

26 Proposed appropriation of result

Management proposes to carry forward within retained earnings the resuft for the year 2016.

Ltondon, 30 May 2017

Board of Directors:

I F MacKinnon

F o

B 15 Mathews G A Francis

Et A
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Other information

Statutory rules as to appropriate profits

According to Article 12 of the Company’s Articles of Association, profits are at the disposition of the General
Meeting of Shareholders.

Report of the independent auditor

The report of the independent auditor is set forth on the following page.
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Independent auditor’s report

To: the general meeting of HSBC Asia Holdings B.V.

Report on the financial stateimnents 20106

Ouwr opinion

In our opinion the accompanying financial statements give a true and fair view of the financial position
of HSBC Asia Holdings B.V. as at 31 December 2016, and of its result and its cash flows for the year
then ended in accordance with International Financial Reporting Standards as adopted hy the
European Union (EU-IFRS) and with Part g of Book 2 of the Dutch Civil Code.

Wnatwee hoave auwdited
We have audited the accompanying financial statements 2016 of HSBC Asia Holdings B.V.,

Amsterdam (‘the company’).

The financial statements comprise:

. the statement of financial position as at 31 December 2016;

. the following statements for 2016: the income statement, the statements of comprehensive
income, changes in equity and cash flows; and

. the notes, comprising a summary of the significant accounting policies and other explanatory
information.

The financial reporting framework that has been applied in the preparation of the financial statements
is EU-IFRS and the relevant provisions of Part ¢ of Book 2 of the Dutch Civil Code.

The basis_ for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing.
Our responsibilities under those standards are further described in the section ‘Our responsibilities for
the audit of the financial statements’ of our report.

Inde pendence

We are independent of HSBC Asia Holdings B.V. in accordance with the ‘Verordening inzake de
onafhankelijkheid van accountants bij assuranceopdrachten’ (ViO) and other relevant independence
requirements in the Netherlands. Furthermore, we have complied with the ‘Verordening gedrags- en
beroepsregels accountants’ (VGBA).

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Ref.: e0402562

PricewaterhouseCoopers Accountants N.V., Thomas R. Malthusstraat 5, 1066 JR Amsterdam, P.O. Box 90357,
1006 BJ Amsterdam, the Netherlands
T: +21 (0) 88 792 00 20, F: +31 (0) 88 792 96 40, www.pwe.nl

‘PwC 1 ihe brand under which PricawaterhouseCoopers Acsountants NV {Chambar of Commarce 341B0285), PncawatarhouseCoopers Belastingadviseurs NV
{Chambar of Commerce 34180264) PrcawaterhouseCoupars Adwsory N W (Chamiber of Cammarce 34180287) PrcawaterhauseCocpers Compliance Servces B
{Chambar of Commerce 51414406) PncewalerhouseCoopears Pensions Acluensl & insurance Serices BV (Chambar of Commerce 54226368)
PricewslprnouseCoopers BV (Chamber of Commerce 34150288) and other companies operate and provide serwces These senaces sre govemed by General Terms
and Condiyons | algemene voorwadrden ) wivch include provisons regarding our habity Purchases by these companies ate govarnad by General Terms and Condtticns
of Purchass { algamene inkoopvoorwaarden ) Al www pwe it mars deladad wiarmation on these comparues s avadable including these General Terms and Conditions
and tha Ganaral Tarms and Conditions of Purchasa which have also bean filed at the Amsterdam Chamber of Commarce
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Report on the other information included in the annual report

In addition to the financial statements and our auditor’s report thereon, the annual report contains
other information that consists of:

. the directors’ report;

. the other information pursuant to Part g of Book 2 of the Dutch Civil Code;

Based on the procedures performed as set out below, we conclude that the other information:
. is consistent with the financial statements and does not contain material misstatements;
. contains all information that is required by Part 9 of Book 2 of the Dutch Civil Code.

We have read the other information. Based on our knowledge and understanding obtained in our audit
of the financial statements or otherwise, we have considered whether the other information contains
material misstatements.

By performing our procedures, we comply with the requirements of Part g of Book 2 of the Dutch Civil
Code and the Dutch Standard 720. The scope of such procedures was substantially less than the scope
of those performed in our andit of the financial statements.

The board of directors is responsible for the preparation of the other information, including the
directors’ report and the other information pursuant to Part g of Book 2 of the Dutch Civil Code.

Report on other legal and regulatory requirements

Qur appointinent

We were appointed as auditors of HSBC Asia Holdings B.V. following the passing of a resolution by the
shareholders at the annual meeting held on 1 July 2015 and the appointment has been renewed
annually by shareholders representing a total period of uninterrupted engagement appointment of
two years,

Responsibilities for the financial statements and the audit

Responsibilities of the board of directors
The board of directors is responsible for:

. the preparation and fair presentation of the financial statements in accordance with EU-TFRS
and with Part 9 of Book 2 of the Dutch Civil Code; and for

. such internal control as the board of directors determines is necessary to enable the preparation
of the financial statements that are free from material misstatement, whether due to fraud or
error.

As part of the preparation of the financial statements, the board of directors is responsible for
assessing the company’s ability to continue as a going concern. Based on the financial reporting
frameworks mentioned, the board of directors should prepare the financial statements using the
going-concern basis of accounting unless the board of directors either intends to liquidate the
company or to cease operations, or has ito realistic alternative but to do so. The board of directors
should disclose events and circumstances that may cast significant doubt on the company’s ability to
continue as a going concern in the financial statements.

HSBC Asia Holdings B.V. — Ref.: e0402652
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Our responsibilitics for the audit of the financial statements

Our responsibility is to plan and perform an audit engagement in a manner that allows us to obtain
sufficient and appropriate audit evidence to provide a basis for our opinion. Qur audit opinion aims to
provide reasonable assurance about whether the financial statements are free from material
misstatement. Reasonable assurance is a high but not absolute level of assurance which makes it
possible that we may not detect all misstatements. Misstatements may arise due to fraud or error.
They are considered to be material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial statements.

Materiality affects the nature, timing and extent of our audit procedures and the evaluation of the
effect of identified misstatements on our opinion.

A more detailed description of our responsibilities is set out in the appendix to our report.

Amsterdam, 30 May 2017
PricewaterhouseCoopers Accountants N.V.

\.,.:.q;/t’/‘"'l T

L.H.J. Oogerloo RA

HSBC Asia Holdings B.V. — Ref.: 20402652
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Appendix (o our auditor’s report on the financial statements
2016 of HSB(C Asia Holdings BV,

In addition to what is included in our auditor’s report we have further set out in this appendix our
responsibilities for the audit of the financial statements and explained what an audit involves.

The auditor’s responsibilities for the audit of the financial statements

We have exercised professional judgement and have maintained professional scepticism throughout
the andit in accordance with Dutch Standards on Auditing, ethical requirements and independence
requirements. Cur 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. Qur audit
consisted, among other things of the following:

. Identifying and assessing the risks of material misstatement of the financial statements, whether
due to fraud or error, designing and performing audit procedures responsive to those risks, and
obtaining audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting & material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve eollusion, forgery, intentional omissions,
misrepresentations, or the intentional override of internal control.

) Obtaining an understanding of internal control relevant to the audit in order to design aundit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company’s internal control.

. Evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the board of directors.
» Concluding on the appropriateness of the board of directors’ use of the going concern basis of

accounting, and based on the audit evidence obtained, concluding whether a material
uncertainty exists related to events and/or conditions that may cast significant doubt on the
company’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report
and are made in the context of our opinicn on the financial statements as a whole. However,
future events or conditions may cause the company to cease to continue as a going concern.

. Evaluating the overall presentation, structure and content of the financial statements, including
the disclosures, and evaluating whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the board of directors regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
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