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HSBC Asia Holdings B.V.

Management report for the year ended 31 December 2013

HSBC Asia Holdings B V (the ‘Campany’) incorporated in the Netherlands with imited lability, 1s 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 Its ultimate parent company 1s H3BC
Holdings plc, also incorporated in England

Principal Activities

The pnncipal activities of the Company are the holding of investments i, and the financing of, subsidianes
and affilated companies Consequently, neary afl transactions and balance sheet positions are with fellow
group members

It 1s not anticipated that the activities of the Company will change significantly dunng 2014
Review of the Company’s business

The business is funded pnncipally by its parent, HSBC Asia Holdings (UK) Limited

During the year, the Company closed the Dutch office and the Campany 1s now registered and domiciled in
the United Kingdom

The income statement and balance sheet provide the key performance indicators
The reserves avattable for distnbution at 31 December 2013 were US$14,670 milion {2012 US$18,601m)

Overview of activities

The performance and position of the Company for the year ended 31 December 2013 and the state of the
Company’s financial affairs at that date are set out on pages 5 1o 33

Dunng 2013, the Company received dividends an ordinary shares of US$6,060 million {2012 US$ 4,180
million) from The Hongkong and Shanghai Banking Corporation, US$594 milion (2012 $121 million) were
received from HSBC Bank Bermuda Limited , US$29 million (2012 US$37 mullion) from HSBC Software
Development (Malaysia) Sdn Bhd Limited

Duning 2013, the company also recaived dividends on preference shares of US$205 million (2012 US$308
million) from The Hongkeng and Shanghai Banking Corporation Limited Divtdends of US$26 mitlion (2012
US$64 million) were received from its associate HSBC Saudi Arabia Limited

Dunng 2013, the Company's pnncipal subsidiary, The Hongkong and Shanghat Banking Corporation
Limited, redeemed seven i1ssues of preferenca shares at a total nominal value of US$4,645 million

The Company ongmnally purchased two of these at a far value US$39 million below the nominal value
Consequently, the Company realised a profit of US$39 million on the redemption at par

Results

The net asset value of the Company as at 31 December 2013 amounts to US$59,394 mullion (2012
US$59,538 million)

The results of the Company show a profit before tax US$6,951 million (2012 US$4,667 milhon)
Dividends

Dunng 2013, the Company paid dividends to HSBC Asia Holdings (UK) Limited of US$581 mullion on the
preference shares and US$10,049 milhon on the ordinary shares

Business outlook
No change in the Company's activities 1s expecled in 2014
Risk management

The prnincipal nsks and uncertainties facing the Company, together with sk management
objectives and policies, and an analysis of the exposure to such nsks, a ote 17 of the financial
statements KPMG Audit

1 ta which our report dated
Being an Investment holding company, the Company 1s subject to the nsks of the performance of its

subsidianes which could result in impairment of these investments 293 JUL 20%
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HSBC Asia Holdings B.V.

Management report for the year ended 31 December 2013

Risk management (continued)

The financial nsk management objectives and policies of the Company, together with an analysis of the
exposure to such nsks are set out in Note 17 on the financial statements

The Company's expasures to credit, iquidity, market and foreign currency nsks are imited due to the nature
of its business, which 1s predominantly investing in or financing of subsidiaries These transactions are
generally funded by way of capital or debt obtamned from the parent or other group companies

Directors

The Directors who served dunng the year were as follows

Name Appointed Resigned
R J Hennity 1 October 2013
| J Mackay 1 October 2013
Mr 1 F MacKinnon 1 October 2011
B J S Mathews 1 October 2013
Mr A C G Stangroome 24 September 2010
Ms VW de Alwis 1 May 2005 30 September 2013
MrWJ de Graaf 12 July 2007 30 September 2013
Ms SC Legg 1 March 2013 30 September 2013
Mr R A van der Meer 21 November 2011 30 September 2013
MrH A Remmers 1 March 2013 30 September 2013
N C E Cnockaert 1 September 2008 22 January 2013

Significant events since the end of the financial year

In February 2014 and May 2014, the Company receved US$7 5 million and US$20 5 milhon dividends
respectively from HSBC Bank Bermuda Limited

In March 2014 and May 2014, the Company received dwvidends of US$1,933 million and US$1,193 million
respectively from The Hongkong and Shanghai Banking Corporation Limited

In June 2014, the Company's pnncipal subsidiary, The Hongkong and Shanghar Banking Corporation
Limited, redeemed four issues of preference shares at a total nominal value of US$1,385 million at par

In June 2014, the Company invested US$1,385 million :in The Hongkong and Shanghai Banking
Corporation Limited

Future developments
No change in the Company's activities 1s expected in 2014
Capital management

The Company 1s not subject to externally imposed capital requirements and 1s 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 abjective 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

This report and the financial statements were approved by the Board of Directors on 18 July 2014

Signed on behalf of the Board of Directors _J
London, 22 July 2014 ~ KPMG Audit
Document 10 which our report dated
23 JUL 204
Director

B J § Mathews
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HSBC Asia Holdings B.V.

Financial statements for the the year ended 31 December 2013

Income statement for the year ended 31 December 2013

Notes 213 2012

US$000 US$000
Interest mcome 2,496 2,567
Realised gan on redempt:on of preference shares 38,618 -
Dridend income from group companies 6,683,081 4,348 154
Dwvidend income from associated companies 25605 63,756
Disdend income on preference shares 205,224 307,641
Foreign exchange gain/ (loss) (3,866) 8,800
Other operating income 21 -
Total operating income 6,951,179 4,730,918
Impairment of mvestrment in subsidiaries - (52,495)
General & admiristrative expenses 3 4,284 (4,340)
Fixed assets wnten off {12) -
Expenses relating to investments (4,088) {6,856)
Total operating expenses 184 (63,700)
Qperating profit 6,951,363 4,667,218
Profit before tax 6,951,363 4,667,218
Tax expense 5 (83,878} {15,512)
Profit for the year attnbutable to shareholder 6,867,485 4,651,706

The accompanying notes on pages 11 ta 33 form an integral part of these financial statements
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HSBC Asia Holdings B.V.

Financial statements for the year ended 31 December 2013

Statement of comprehensive income for the year ended 31 December 2013

Notes 2013 2012
uss000 US$000
Profit for the year atinbutable to the shareholder 6,867,485 4,651,706
Other comprehensive income
Available-for-sale mvestments
— Farr value gains transferred to profit for the year on disposal (38,618} -
- Change In fair value 1,296,757 3,535,333
Defined benefit plan actuanal losses {139,345) (64,738)
Other comprehensive income for the period, net of income tax 1,118,794 3,470,505
Total comprehensive income for the peried 7,686,279 8,122,301

The accompanying nates on pages 11 to 33 form an integral part of these financial statements

In
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HSBC Asia Holdings B.V.

Financial statements for the year ended 31 December 2013

Balance sheet as at 31 December 2013

Notes 2013 2012
us$000 US$000

ASSETS
Cash and cash equivalents 7 82,392 49,499
Amounts due from HSBC undertakings 8 84,976 175,553
Loans and advances to HSBC undertakings -] 10,000 10,000
Financial nvestments 10 5,250,120 8,598,363
Other recervables 1 234
Current tax assets 5 63 -
Investments in subsidianes 11 54,021,312 50,624,107
Investments in associates 12 65,185 65,185
Retirement benefits 13 78,064 214,698
Prepayments and accrued income - 15
Furniture & equipment - 18
Total assets 59,592,119 59,737,672
LIABILITIES AND EQUITY
Liabilities
Amounts owed to HSBC undertakings 15 197,411 195,631
Other habilites 148 3,829
Accruals 180 110
Total habilities 197,739 199,570
Equity 14
Issued capital 31,043,550 29,726,025
Capital exchange reserve (8,360,750) (7,043,225)
Share premium 22,772,679 20,272,679
Availlable for sale reserve (760,640) (2,018,778)
Retained earnings 14,699,541 18,601,401
Total equity 59,394,380 59,538,102
Total equity and liabilities 59,592,119 59,737,672

The accompanying notes on pages 11 to 33 form an integral part of these financial statements

IbAk!
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HSBC Asia Holdings B.V.

Financial statements for the year ended 31 December 2013

& o

Statement of cash flows for the year ended 31 December 2013

Notes 2013 2012
US$000 US$000

Cash flows from operating activities
Profit before tax 6,951,363 4,667,218
Adjustment for

- Non —cash items Included in profit before tax 16 (41,312 9.036

- Change in gperating assets 16 90,825 (11,524)

- Change In operating habilities 16 {1,831) 3.783

- Tax (paid)/received {83,946) R
Net cash generated from operating actmties 6,915,099 4.668,493
Cash flows from Investing activities
Net cash outflow from additional investment in subsichanes {3,400,000) (3.705,000)
Proceeds from redemption of preference shares 4,645,000 1,750,000
Retum of capital from subsidiary 2,795 -
Net cash generated from Investing activities 1,247,795 (1,955.000)
Cash flows from financing activities
Issue of ordmary share capital 2,500,000 1,855,000
Dwdends paid (10,630,000) (6,140,000)
Net cash generated from financing activities {8,130,000) (4,185,000)
Net increase in cash and cash equivalents 32,894 (1,471,507)
Cash and cash equivalents at 1 January 49,499 1,521,006
Cash and cash equivalents at 31 December 82,393 49,499

The accompanying notes on pages 11 to 33 form an integral part of these financia! statements
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HSBC Asia Holdings B V

Financial statements for the year ended 31 December 2013

Statement of changes In equity for the year ended 21 December 2013

Ordinary Preferance Capital Share  Available- for- Ratained Total
Share share exchange Premium  sale fair value eamings equity
Capital capital Tesarve resarve
US3$000 Us$000 US$000 Us$000 US$000 ussoo0 US$000
At1 Januery 2013 27 29,725,998 (7.043,225) 20272679  (2.018,778) 18801 401 £9 538 102
Profit for the yaar atinbutabla to the sharahelder _ _ . _ & 857,485 8,867,485
Change in {air value of availabla far asle preferencs shares
pre - - - - 1,298,757 - 1 296 757
Fair value gains transferred to profit for the year on deracogmiton
- - - - (38 618) - {38,618)
Defined benefit plan actuarial gains/losses) _ _ _ . {139,348 (139,345)
Totsl comprehensive income for the year atinbutable to the
harehotder h R - . - 1,258,139 8,720,140 7,886,279
Exchange movemests 1 1,317 524 {1,317,525) - - .
Ordinary shares issued . - 2,500,000 - 2300 000
Dividands to sharshalders B . _ {10 630 000) {10830 600)
At 31 December 2013 m o43s {8360750) 22 TI2(TSIC (T EAY 14.899,541 £5,194,380

X

KPMG Audit
Document 1o which our report dated

23 JUL 2014

The accompanying notes on pages 11 to 33 form an integral part of thesa financial statements
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HSBC Asia Holdings BV

Financial statements for the year ended 31 December 2013

Statement of changes In equity for the year ended 31 December 2012

A1 January 2012

Profit for the year attdbutable to the sharehokiar "
Changs in fair value of availabie for sale prefarenca shares
Defined benefit plan sctuanal gunat(lossas)

Tetal comprehansive incoma for the yaar atiributabla to tha
shareholder

Exchange movaments  _ -

Orcdinary shares issued

Reimbursament by shareholdsr of spscal contnbution into ISRBS
Davidends to shareholders

Al 31 Decernber 2012 .

Ordmisry Preferencs Capaal Share  Avalable- for- Retamed Total
Share share exchangs Premam  sale fax value SRTANGS oquty
Capeial capetal resare reserve
USS$009 Us$009 LIS3000 US3000 USS000 USS000 Us5000
28 20155710 (8 472,934) 18203 78 {5554 111) 20 154 432 55 587 089
- - - . - 4851708 4851708
. . - - 2535,333 - 3535333
- - - - - {84 738} {84 738)
3535333 4 556 963 8122 301
1 570 288 (570 289) - - - -
- . - 1955000 - - 1955 000
- - 33702 - - 33702
- - - - - (8,140000) (5 140000)
27 29725 998 (7 043 225) 20272678 (2018778} 18601401 53538 102
T rq JJ
KPMG Audit
Document to which our repart dated
alsa refers,
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HSBC Asia Holdings B.V. \

Note

s

s to the Financial Statements

1 Basis of preparation

{a) Compliance with International Financial Reporting Standards

{b)

()

(d)

(e

®

HSBC Asia Holding BV (the ‘Company’) has prepared its financial statements in accordance with
Intemational Financial Reporting Standards ('IFRSs’) as endorsed by the European Union (EU’) and in
accordance with Book 2, Title 9 of the Dutch Civil Code

IFRSs compnse accaunting standards 1ssued by the Intematianal Accounting Standards Board (1ASB")
and its predecessar body as well as interpretations 1ssued by the IFRS Interpretations Committee
('IFRIC" and sts predecessor body

The Company I1s exempt from the requirement to prepare group consolidated financial statements All
subsidianes 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 consolidated financial statements and, in leu thereof, files with the Trade Register of
the Chamber of Commerce in Amsterdam the audited annual group financial statements of HSBC
Holdings pic

Dunng 2013, the Company adopted a number of interpretations and amendments to standards which
had an insignificant effect on the financial statements of the Company

Basis of measurement

The financial statements are prepared on the histoncal cost basis except for financial assets and
financial habilittes which are measured in accordance with notes 2{f) and 2())

Functional and presentation currency

The financial statements have been presented in US Dollars, which 1s the Company's functional
currency

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

Use of estimates and assumptions

The preparation of financial information requires the use of estmates and assumptions about future
conditions The use of availlable information and the application of jJudgement are inherent in the
formation of estimates, actual results in the future may differ from estimates upon which financial
information 1s prepared Management believes that the Company’s critical accounting policy where
Judgement 1s necessarily applied 1s the imparrment of investments in subsidianes (Note 2(g))

Balance sheet presentation
The balance sheet has been prepared in order of hquidity to better reflect the nature of the Company
as an mvestment holding company

Future accounting developments

At 31 December 2013, a number of standards and amendments to standards had been 1ssued by the
1ASB which are not effective for the Company's financial statements as at 31 December 2013

In addition to the projects to complete financial instrument accounting, discussed below, the IASB 1s |
continumng to work on projects, including revenue accounting which could represent significant changes
to accounting requirements in the future

Amendments applicable in 2014 but not endorsed by the EU

During 2012 and 2013, the IASB 1ssued vanous amendments to IFW&UW from 1 January
2014 and which are expected to have an insignificant effect on the % g{m

Company Document 1o which our report dated

23 JUL 20%
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HSBC Asia Holdings B.V.

Notes to the Financial Statements

N T

1 Basis of preparation (continued)

{f) Future accounting developments {continued)

In November 2012, the IASB 1ssued proposed amendments to IFRS2 in respect of classification and
measurement Since the final requirements for classification and measurement are uncertain, it
remains impracticable to quantify the effect of IFRS 9 as at the date of the publication of these financial
statements

The second phase in the IASB's project to replace IAS 39 will address the impairment of financial
assets It 1s proposed to replace the ‘incurred loss’ approach to the impairment of financial assets
camed at amortised cost in IAS 39 with an expected credit loss approach, and require that the
expected credit loss approach be applied to other categories of financial instrument, including loan
commitment and financial guarantees The final requirements for impairment of financial assets are
expected to be published in 2014

The third phase of the project addresses general hedge accounting Macro hedging i1s not included in
the IFRS 9 project and will be considered separately In November 2013, the IASB issued amendments
to IFRS 91n respect of the general hedge accounting requirements, transition and effective date As a
result of these amendments, it 15 confirmed that all phases of IFRS 9 (except for changes to the
presentation of gains and losses for certain habtities measured at farr value) must be applied from the
same effective date This effective date has not yet been set by the IASB but 1s not expected to be
earlier than 1 January 2018 The revised hedge accounting requirements are apphed prospectively and
the Company 1s not impacted by the requirement

2  Summary of significant accounting policies

(a) Interest iIncome and expense

Interest income and expense for all interest beanng financial instruments Is recogrused in ‘Interast
income' and ‘Interest expense’ in the iIncome statement using the effective interest method The
effective interest method 1s a way of calculating the amortised cost of a financial asset or a financal
hability and of allocating the interest Income or expense over the relevant penod

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 appropnate, a shorter period, to the net
carrying amount of the financial asset or financial habdity When calculating the effective interest rate,
the Company estimates cash flows considenng 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} Dmdend income

Dwidend income 1s recognised in the income statement on the date the entity’s right to receive
payments 1s established This 1s the ex-dividend date for listed equity secunties, and usually the date
when shareholders have approved the dividend for unlisted equity secunties

{c} Income Tax

Income tax compnses current tax and deferred tax Income tax I1s recognised in the income statement
except to the extent that it relates to items recogmised in other comprehensive income or directly in
equity, in which case it 1s recognised In the same statement in which item appears

Current tax I1s the tax expected to be payable on the taxable profit lculated using tax

rates enacted or substantively enacted by the end of the reporting penod and ar§R¥Gsfnidht to tax

payable in respect of previous years Current tax assets and habilties are offset SaERANdCUPPHY, rerort dated
intends to settle on a net basis and the legal nght to offset exists 2 3 JUL 2["4
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)
T

2

Summary of significant accounting policies {continued)

(©

(d)

Income Tax (continued)

Deferred tax 1s recognised on temporary differences between the carrying amounts of assets and
habilities in the balance sheet and the amounts attnbuted to such assets and habilities for tax
purposes Deferred tax habilites are generally recognised for all taxable temporary differences and
deferred tax assets are recognised 1o the extent that it 1s probable that future taxable profits will be
avallable against which deductible temporary differences can be utilised

Deferred tax 1s calculated using the tax rates expected to apply in the penods in which the assets will
be realised or the habilihes settled, based on tax rates and laws enacted, or substantively enacted, by
the end of the reporting penod Deferred tax assets and habilites are offset when they anse in the
same tax reporting group and relate to income taxes levied by the same taxation authonty, and when
the Company has a legal nght to offset

Deferred tax relating to fair value re-measurements of available-for-sale investments, which are
charged or credited directly to other comprehensive income, 15 also charged or credited to other
comprehensive iIncome and 1s subsequently recognised in the income statement when the deferred
faur value gain or loss is recognised in the income statement

Forelgn currencies

Transactions In foreign currencies are recorded in the functional currency at the rate of exchange
prevaling on the date of the transaction

Monetary assets and liabilities denominated In foreign currencies are translated into the functional
currency at the rate of exchange ruling at the balance sheet date Any resulting exchange differences
are included In the Income statement

Non-maonetary assets and liabilities that are measured at histoncal cost in a foreign currency are
translated into the functional currency using the rate of exchange at the date of the tnitial transaction
Non-monetary assets and habilities measured at fair value 1n a foreign currency are translated into the
functional currency using the rate of exchange at the date the farr value was determined

In accordance with Book 2, Title 9 of the Dutch Civil Code, the NLG share capital of the Company has
been restated into US Dollars using the relating EUR/UJSD year-end clasing rate The movements in
exchange of the share capital remam within equity and are captured in the capital exchange reserve,
which 1s a legal reserve and not distnbutable

(e) Subsidianes and associates

)

The Company classifies investments in entities in which it controls as subsidianes The Company
classifies investments in entities over which it has significant influence, and that are not substdianes,
as assoctates

For the purpose of determining this classification, control is considered to be the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activilies

The Company's investments in subsidianes and associates are stated at cost less any impairment
losses

Finangial assets and habilities
Loans and advances to and amounts due from HSBC undertakings

Loans and advances to and amounts due from HSBC undertakings are not intended to be sold in the
short term and have not been classified either as held-for-trading or destgnated at fair value These

assets are recognised when cash I1s advanced and are derecognised w dertakings repay
their obligations, or the assets are sold or wntten off, or substantially nd rewards of
ownership are transferred They are initially recorded at far value pl n K‘mﬁt

transaction costs and are subsequently measured at amortised cost using the effeciiva intageshich our report dated
method, less impatrment losses
23 JUL 204
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)
R

2

Summary of significant accounting policies (continued)

(i Financial assets and kabMities (continued)

¢)

)

Available-for-sale financial assets

Avallable-for-sale financial assets are inthally measured at fair value plus direct and incremental
transaction costs They are subsequently re-measured at farr value and changes therein are
recognised in other comprehensive income in ‘Available-for-sale investments — fair value gains’ unti
the tnvestments are either sold or become impaired When available-for-sale financial assets are sold,
cumulative gains or losses previously recognised in other comprehensive income are recognised In
the income statement

Amounts owed to HSBC undertakings

Amounts owed to HSBC undertakings are recogrused when cash 1s advanced or contractual
arrangements are entered into These habiliies are inthally measured at farr value less any transaction
costs that are directly attnbutable The Company derecogmses the financial habiity when the
Company’s obligations specified in the contract expire, are discharged or cancelled Subsequent to
initial recognition, financial habilities are measured at amortised cost using the effective interest rate
method

Impairment of assets {cther than financial assets)

The carrying amounts of the Company’s investments in subsidianes are reviewed at each balance
sheet date to determine whether there 1s any indication of impairment If any such indication exists, the
asset's recoverable amount 1s estimated as the higher of the asset’s fair value less costs to sell and its
value In use

An impairment loss 1s recognised whenever the carrying amount of an asset or its cash generating urit
exceeds its recoverable amount Impawrment losses are recogmsed in the income statement

Any impairment lass recegnised in prior penods 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 1s 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

Furniture and equipment

Owned assets

Fumiture and fixtures and computer equipment are stated at histoncal cost less accumulated
depreciation (see below) and impairment losses

Depreciation

Depreciation 1s charged to the income statement on a straight-hine basis over the estimated useful lives
of the related assets The estimated useful lives are as follows

Fumiture & equipment 10 years
Computer equipment 5 years
The residual value, if not insignificant, 1S reassessed annually E%
KPMG Audit
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)
ERRIE

2

Summary of significant accounting policies (continued)

0]

0

Employee benefits
Defined henefit plans

The Company’s net obligation in respect of the defined benefit pension plans 1s calculated separately
for each plan by estmating the amount of future benefit that employees have earned i return for therr
service in the current and pnor penods, that benefit 1s discounted to determine its present value, and
the fair value of any plan assets 1s deducted The calculations are performed by a qualified actuary

When the benefits of a plan are improved, the porbion 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 until the benefits become vested To the extent that the benefits vest immediately, the
expense I1s recognised mmediately in the income statement

Actuanal gains and losses, In calculating the Company’s obligation in respect of the plan, are
recognised immediately in equity via the Statement of Comprehensive Income

Defined contribution plans

Whilst the Company s the official sponsor of certain defined contnbution plans, the obligations for
contributions to defined contnbution plans are not recogmised as an expense in the income statement
as these are recogrised in the Income statement of the ultimate employing entity of the individuals
concerned

Determination of fair value

All financial instruments are recogmsed intially at fair value In the normal course of business, the fair
value of a financial instrument on imtial recognition 1s the transaction pnce (that 1s, the farr value of the
consideration given or received)

Subsequent to inibal 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 habilities 1ssued
When independent pnces are not available, far values are determined by using valuation techmiques
which refer to observable market data These include comparison with similar instruments where
market observable pnces exist, discounted cash flow analysis, option pncing 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 techniques 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 participants would use i their
valuations, including assumptions about interest rate yield curves, exchange rates, volatilihes, and
prepayment and default rates Additional factors such as bid-offer spread, credit profile and model
uncertatnty are taken into account, as appropriate, when fair values are calculated using valuation
techniques Where a financial instrument has a quoted pnce 1n an active market and i1s part of a
portfolio, the fair value of the partfolio 1s calculated as the product of the number of units and quoted
pnce and no block discounts are made

(k) Share capital

Ordinary share capital

Shares are classified as equity when there I1s no contractual obligation to transfer cash or other
financial assets Incremental costs directly attnbutable to the 1ssue of equity instruments are shown in
equity as a deduction from proceeds, net of tax

———y e 1

Preference share capital

rr<friey-
The preference share capital i1s classified as equity if it 1s non-redeemable and any dividends are
discrehonary, or when 1t 1s redeemable but only at the Company’s option Dividends on preference port dated
share capital classified as equity are recognised as distnbutions within equity

15 also refers. Q‘
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HSBC Asia Holdings B.V.

Notes to the Financial Statements {(continued)

3  General and administrative expenses

A breakdown of the general and administrative expenses is as follows

Note 2013 2012
Us$000’s US$000
Salanes and allowances 684 62
Compulsory social secunty contnbutions 34 36
Company staff — pension expense 1,053 143
Intemational Staff (ISRBS) — pension expense 12 3,823 16,705
[SRBS reimbursements from group and associated companues 12 {10,383) (13,367)
Total staff related expenses (4,769) 3,879
Management fee recharges . (28)
Other administrative and office expenses 505 408
Total other administrative expenses 505 470
Total general & admimstrative expenses {4,284) 4,349

The Company Is the official employer and sponsor of the ISRBS, and 1t 1s Group policy that all payments
made to the ISRBS and any other charges incurred hy 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 receved from group and associated companies
These intra-year vanahaons are not unusual and caused by timing differences Ultimately, there will have
been no effective cost to the company on account of the International Staff Retirement Benefits Scheme

Whilst the Company 1s the official sponsor of certain defined contnbution plans, the obligations for
contributions to defined contnbution 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 indwduals
concerned

4  Operating leases

At the end of the reporting penod, the future minimum lease payments under non-cancellable operating
leases are payable as follows

2013 2012
Less than one year . 69
Between one and five years _ 217
- 286

Dunng 2013, the Dutch office was closed Pnor to the closure, the Company leaseH i1 Gikadctemises,

motorcars and office equipment under operating leases Document 10 wiich our report dated
23 JUL 20%
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)

5 Tax expense

2013 2012
Us$000 Ussooo
Current tax
UK Corporation tax
- for this year (68)

-adjustments in respect of pnor years -

Overseas tax
- for this year 83,946 15,512
-adjustments in respect of pnor years - -

Deoforred tax
Ongination and reversal of tempaorary differences - -

Tolal tax charged to the income statement 83,878 15,512

The company migrated its tax residence from Netherlands to the UK on 1 October 2013
The UK corporation tax rate applying to the Company was 23 25 per cent (2012 25 per cent)

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

2013 Percentage of 2012 Percentage of
overall profit averall profit
before tax before tax
ussooo % US$ca0 %

Profit before tax 6,951,363 4,667,218

Taxation at UK corporation tax rate of o

23 25% (2012 24 5%) 1,616,192 23 3% 1,166,804 25 0%
MNon-taxable income and gains {1,616,627) {23 3%) (1,185,431) {25 4%)
Permanent disallowables 3,108 00% 14,848 03%
Local taxes and overseas withholding tax 4,353 01% 15,512 03%
Effects of differences n tax rates - 0% {(10) (0 0%)
Qther items 76,852 11% 4,167 01%
Utiisation of pnor year losses - - (378) (0 0%)
Total tax charged to the income statement 83,878 12% 15,512 03%

The UK Government announced that the man rate of corporation tax for the year beginning 1 April 2013
will reduce from 24% to 23% to be followed by a further 2% reduction to 21% for the year beginning 1 Apnl
2014 and a further 1% reduction to 20% for the year beginning 1 Apri 2015 The reduction in the corporate
tax rate to 23% was enacted through the 2012 Finance Act and this results in a weighted average of

23 25% for 2013 (2012 24 5%) The reduction to 21% and 20% that were announced In the 2012 Autumn
Statement and 2013 Budgel respectively became enacted through the ZEW E}Act on 17 July 2013

KPMG Audit
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)
RN

6 Analysis of financial assets and habihties by measurement basis

The following tables analyse the carrying amount of financial assets and liabilities by category as defined
in |AS 39 and by balance sheet heading

As at 31 December 2013 Available-for-sale Loans and Financial assets Total

securities receivables and liabilitles at

amortised cost
us$000 uss$000 usSs$o00 ussooo
Assets
Cash at bank and in hand - - 82,393 82,393
Amounts due from HSBC undertakings - - 84,976 84,976
Loans and advances to HSBC undertakings - 10,000 - 10,000
Financial investments 5,250,120 - - 5,250,120
Total financial assets 5,250,120 10,000 167,369 5,427,489
Total non-financlal assets 54,164,630
Total assets 59,592,119
Liabilities
Amounts due to HSBC undertakings - - 197,411 197,411
Accruals - - 180 180
Total financial liabilities - - 197,591 197,591
Total non-financial habllities 148
Total habdities 197,739
As at 31 December 2012 Available-for-sale Loans and Financial assets Total
secunhes recevables  and habilities at
amortised cost

Us$000 Uss$ooo Uuss$0a0 Us$o000
Assets
Cash at bank and in hand - - 49,499 49,499
Amounts due from HSBC undertakings - - 175,553 175,553
Loans and advances to HSBC undertakings 10,000 - 10,000
Financial investments 8,598,363 - - 8,598,363
Total financial assets 8,598,363 10,000 225,052 8,833,415
Total non-financial assets 50,904,257
Total assets 59,737,672
Liabities
Amounts due to HSBC undertakings - - 195,631 195,631

Accruals - = 110 110
Total financial labilihies - E%‘L 195,741

'I&MG Audit

Total non-financial hablites Document 1o whici.6@Sreport dated
Total labilites 2 3 JUL 20 570
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)

A

7 Cash and cash equivalents

2013 2012

uUss$000 US$000

Short term deposits 82,100 49,205
Bank balances 293 294
Cash and cash equivalents 82,393 49,499

Cash and cash equivalents compnse cash and short time deposits accounts which are immediately
avallable at no additional break costs should the need anse

The short term deposits are due within three manths and carries interest at 0 06%

8 Amounts due from group companies

2013 2012

US$000 US$000

Diwndend recevable on preference shares 84,960 175,488
Amounts due from group companies 16 85
Amounts due from group companies 84,976 175,553

At 31 December 2013, US$85 million (2012 US$176 million) was outstanding to HSBC undertakings
These are non-interest beanng amounts

The fair value of the amounts owed to HSBC undertakings 1s not significantly different to the carrying
value on the balance sheet

9 Loans to group companies

Matunty date 2013 2012

Us$000 US$o0o
HSBC Finance Carporation, USA 221242014 5,000 5,000
HSBC Finance Corparation, USA 28/08/2015 5,000 5,000
Balance as at 31 December 10,000 10,000

The loans carry interest at a percentage based on three-months’ LIBOR and a margin varying between
LIBOR plus 175 basis points and LIBOR plus 200 basis points Interest 1s paid quartery in arrears

KPMG Audit
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)

10 Fimancial investments

Financial investments are destgnated as availlable-for-sale and are measured at farr value with
movements In fair value recogmsed through other comprehensive income in the avalable-for-sale

reserve

The Company holds the following preference shares of The Hongkong and Shangha! Banking Corporation

Limited, Hong Kong (*HBAP™), as follows

Mandatory Redemption
N::;::;al m;!aifsn ! redzr:tgtlon (at :’sastzers 013 2012
optlon)
ussooo US$000
Non-cumulative shares - LIBOR +185% irredeemable  28/03/2013 - 776,929
Non-cumulative shares - LIBOR +185% imedeemable  26/04/2013 - 776,920
Non-cumulative shares - LIBOR + 185%  Irredeemable 21/06/2013 - 776,929
Non-cumutative shares 978,000 LIBOR+185% Irredeemable irredeemable 866,492 844,263
Mon-cumulative shares 375000 LIBOR+135% Irredeemable irredeemable 303,739 289,534
Non-cumulative shares 500,000 LIBOR+125% irredeemable irredeemable 397,385 376,929
Non-cumulative shares 1,000,000 LIBOR+125%  irredeomable irredeemable 794,770 753,858
Non-cumulative shares 700,000 LIBOR+130% irrodeemable Irredesemable 561,660 534,082
Non-cumulative shares 250,000 LIBOR+115% irredesamable Iredeemable 194,892 183,906
Non-curnulative shares 150,000 LIBOR+115% irredeemable irredeemable 116,935 110,344
Cumulative shares 200,000 LIBOR+100% irredeomable irredeomable 159,957 142,995
Cumulative shares 250,000 LIBOR+115% irredeemable irredeemable 205,952 185,640
Cumulative shares 378,500 UBOR+125% irredeemable irredeemable 317,874 288,019
Cumulative shares - LIBOR +125% Irredeemable 20/03/2013 - 91,314
Cumulative shares 56,500 LIBOR+125% irredeemable irredeemable 47,450 42,994 ‘
Cumulative shares - LIBOR +115% irredeemable 20/03/2013 - 686,868 |
Cumulative shares 200,000 LIBOR+120% Irredeemable irredeemable 166,364 150,351 }
Cumulative shares - LIBOR + 1 00% 02i01/2019 19M12/2013 - 290,800
Cumulative shares - LIBOR +2 08% 29/03/2023 19/12/2013 - 333655
Cumulative shares 1,050,000 LIBOR +323% 02/01/2024 02/01/2019 1,116,649 962,021
Total 6,088,000 5,250,119 8,598,363

Mandatory redemption Is subject to the approval of the ordinary shareholders of HBME The earliest date
for redemption will be the referenced date and, If not approved by the shareholders, will next fali for review

at 10 yearly intervals thereafter The ordinary shareholders of HBME will convey in writing to HBME
whether redemption of the preference shares has been approved no less than 30 days pnor to the date
upan which redemption may occur

Redemption at the issuer’'s option, on or after the referenced date, 1s subject to 30 days’ notice in writing
to shareholders and to the consent of the Jersey Financial Services Commission

The preference share dvdend 1s paid annually as long as the retained profits of the 1ssuer allows payment
As this has been the case in the past and i1s anticipated in the futur?%nce dwidend i1s being
accrued

KPMG Audit
Amounts due from group companies’ (Note 8) includes accrued preference share dittendstnecghicibder seport dated
financtal iInvestments of US$85 million (2012 US$176 milhon) 99 JUL 2014
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)

10 Financial investments {(continued)

The movements tn financial investments dunng the year were as follows

2013 2012

Us$000 Uss$000
Balance as at 1 January 8,598,363 6,813,030
Addihons - -
Disposals {4,645,000) (1,750,000}
Change n fair value 1,296,757 3,535,333
Balance as at 31 December 5,250,120 8,598,363

Fair value 1s determined according to the following hierarchy
Level 1 financial instruments with quoted prices for identical iInstruments in active markets

Level 2 financial instruments with quoted pnces for similar instruments in active markets or quoted pnces
for identical or similar instruments In inactive markets and financial instruments valued using models
where all significant inputs are observable

Level 3 financial instruments valued using valuation techniques where one or more significant inputs are
unobservable

At 31 December 2013, all financial investments was valued using Leve/ 2 valuation techniques

11 Investments in subsidianes

The Company carnies its investments 1n subsidianies and affilated companies at histoncal cost less
provision for any impairment Dividends are taken into the results of the Company as and when declared

This caption compnses Investments in subsidianes and affiliated companies, the movements of which can
be analysed as follows

2013 212

Ussco00 US3$000
Cost
At 1 January 50,676,642 46,971,642
Addihons 3,400,000 3,705,000
Reductian in investments {2,795) -
At 31 December 54,073,847 50,676,642
Impairment
At 1 January (52,535} -
Charge - (52,535)
At 31 December {5257 ;:I (52,535)
Net carrying amount 31 December 54,021,312 Documen) tBOyiashiowr report dated

23 JUL 20t
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)
[

11

Investments in subsidianes (continued)

12

Explanations of additions and reduction in investments

Dunng 2013, the Company invested a further US$3,400 million in The Hongkong Shanghat Banking
Corporation

In December 2013, the Company received $2 8 million from Credwval Latinsul SA as a return of capital of
fraom the subsidiary

Impairment Testing

The Company’s accounting policy for impairment of assets {(other than financial assets) 1s descnbed in
Note 2(qg)

The process of iIdentifying and evaluating impairment 1s inherently uncertain because it requires significant
management judgement in making a senes of eshmations, the results of which are highly sensitive to the
assumptions used

Evaluation of indicatars of impairrment was carned out by companng carrying value to net asset value and,
where there was an indicator of impairment, by companng carrying value to recoverable amount

No impairment charge was recognised duning the year (2012 UD$52 5 million)

The principal subsidiary undertakings of the Company at 31 December 2013 were

Ownership (% of
equity)

Nature of business Country 2013 2012
The Bank of Bermuda Ltd Banking Bermuda 100% 100%
Credival Latinsu! SA Dormant Uruguay 100% 100%
Dar Es Salaam Investment Bank Investment Banking Irag 70 1% 70 1%
HSBC IM Penston Trust Ltd Trust company United Kingdom 100% 100%
HSBC LatAm Holdings (Netherlands) BV Dormant The Netherlands 100% 100%
HSBC Property (UK) Ltd Property Holding United Kingdom 100% 100%
HSBC Software Development (India) Private Ltd Software & support India 100% 100%
HSBC Software Development (Malaysia) Sdn Bhd Software & support Malaysia 100% 100%
The Hongkong and Shanghai Banking Corporation Lid Banking Hong Kang SAR 100% 100%

Investments in associates

The Company carnes its investments in associates at histoncal cost less provisten for any impatirment
Dvidends are taken into the results of the Company when declared

The Company has the following investments in associates
Ownership (% of equity)

Nature of business Country 13 2012
PMG Audit
HSBC Saudi Arabia Ltd Investment Banking Saud Arabia %og%lnem 10 wh (ﬁ? cﬂﬁ"report dated
SABB Takaful Company * Insurance Saud Arabia 31 0% 31 0%
Tamwanpay Corporation - Tawan 2 3 JUL 2[“" -

! (a further 1 5% 1s owned indirectly)
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)
PR

12 Investments In associates {continued)

The movements In the Investments 1n associates can be analysed as follows

2013 2012

uss000 Us$000

Balance as at 1 January 65,185 42,667
Additions - 22,518
Disposals - -
Balance as at 31 December 65,185 65,185

The additions during 2012 represent the distnbution of the 2010 and 2012 profits of HSBC Saudi Arabia
Ltd and partial conversion into share caprial New shares were 1ssued to the Company in accordance with
its pro-rata shareholding, which therefore remained 49%

13 Employee henefits

Liability for defined benefit obligations

The Company makes contrnbutions to two defined benefit plans that provide pension benefits for
employees upon retirement The largest i1s the International Staff Retirement Benefits Scheme (“ISRBS”),
a closed plan resident in Jersey The second plan 1s a small local plan open to Dutch resident employees
only and deemed immatenal for disclosure purposes

Dunng the year 2009, the Company became the official sponsor of the Intemational Retirement Benefits
Plan (“IRBP"), a defined contnbution plan As the obligations for contributions are recognised by the
ulimate employing entity of the individuals concemned, the contnbutions to this plan are not recognised In
the accounts of the Company

Movements In retirement benefits

2013 2012 2011 2010 2009
Us$00o US$000 Us$000 US$000 USs$000
Present value of defined benefits obligations 1,367,424 1,229,854 1,063,544 1,144,363 1,124,856
Present value of plan assets 1,445,489 1,444 552 1,303,812 1,085,630 980,994
Present value of net obligations (78,065) {214,698) {240,268) 78,733 143,862
Total retirement benefits (78,065) {214,698) {240,268) 78,733 143,862

Movements In the llability for defined benefit obligations recognised in the balance sheet

2013 2012 2011 2010 2009

Us$000 USS000 Uss$000 US$000 US$000
Liability for defined benefit obligations at 1 1,229,854 1,063,544 1,144 363 1,124,856 763,285
January
Movements in exchange 37,502 43,393 (6.261) (48,020) 86,129
Employee contnbutions 1,129 1,247 1,593 1,711 1,997
Actual benefits payments made (58,854) {55,864) {47,810) {44,605) {48,423)
Expense recognised in the income statement (see 64,658 69,239 3. R0T 81,304 69,728
peiom ks
Other comprehensive income 93135 (103205 (113542) KERGAUdILs; 440 1 dated

mment-to-which-ourfe

Liability for defined benefit obligations at 31 1367424 1226854  1.063 544 1UOC 3 856 o
December T T T ﬂ jt]l_ mﬁ'
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Notes to the Financial Statements (continued)

Y

13 Employee benefits (continued)

Movements in the plan assets

2013 2012 201 2010 2009

Ussooo US$000 USs000 US$000 US$000
Fair value of plan assets at 1 January 1,444,552 1,303,812 1,085,630 880,994 795,360
Maovements in exchange 33,732 57,197 (5,648) (41,864) 91,002
Employee contnbutions 1.129 1,247 1,593 1.711 1,897
ISRBS employer contributtons 10,383 47,069 16,197 16,737 178,856
Actual benefits payments made (58,854) (55,864) (47.810) (44,605) (48,423)
Expected retumn on plan assets (see below) 60,757 52,534 59,819 50,626 37,936
Other comprehensive income (46,210) 38,557 213,929 102,031 (75,734)
Fair value of plan assets at 31 December 1,445,489 1,444 552 1,303,812 1,065,630 980,994

Expense recognised in the income statement

2013 2012 2011 2010 2009
Uss000 uss$000 UsS$000 US$000 UsSs000
Current senice Costs 10,975 14,496 21,922 21,110 17,266
Interest an obligation 51,379 54,743 63,279 60,254 52,462
: Administration costs and taxes 2,304 - - - -
64,658 69,239 85,201 81,394 69,728
Expected return on plan assets {60,757) (52,534) (59,919) (50,626) (37,936)
3,901 16,705 25,282 30,768 31,792
Categones of plan assets
2013 2012 201 2010 2009
Us$000 US$000 US$000 ussoo0 us$000
Equities 84,913 91,871 - - -
! Bonds 754,367 717,734 650,172 807,667 695,133
Property 58,621 54,679 52,563 51,788 29,109
Cther 547,588 580,268 601,077 206,175 256,752
Total plan assets 1,445,489 1,444 552 1,303,812 1,065,630 980,994
KPMG Audit
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Notes to the Financial Statements (continued)

13 Employee benefits (continued)

Pension assumptions

Assumpbons as at 31 December 2013 2012

Inflation 360% 32%
Salary increases 175% 175%
Pension increases 360% 32%
Discount rate 4 30% 4 4%
Expected return on assets 4 30% 4 40%
Medical trend rate nfa n/a

65%S1PMA_L 65% S1PMA_L
75%S1PMA_L 75% S1PMA_L

Mortality table — males
Mortality table — females

" with core CMI 2011 improvements and a 1 25% long term rate

Estimated contributions in next financial year

Estimated company contributions dunng the followang year
Estimated employee cantnbutions dunng the following year

Estimated total contributions during the following year

Estimated benefit payments in next financial year

Estimated benefits payments dunng the next financial year

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

Change 1n defined benefit abligation at year-end from a 25bps increase in discount rate

2041 2010 2009
34% 37% 37%
175% 545% 545%
34% 37% 37%
51% 54% 57%
3 83% 551% 551%
nfa nfa n/a
PNMAOO YOB  PNMAOO YOB  PNMAOO YOB
PNFAOOYOB  PNFAQO YOB  PNFAOO YOB
2014 2013 2012
us$o00 USs$000 US$000
10,305 11,785 14,646
1,056 1,199 1,475
11,361 12,984 16,121
2014 2M13 2012
uUs$000 UsSs000 US$000
58,440 61,802 57,310
2013
Ussoco
61,991
34,715

Increase in defined benefit opblifatien from each additienal year of legewity assumed
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Notes to the Financia!l Statements (continued)

14 Share capital

Share caplital and share preml

um

As at 31 December 2013, the share caprtal of the Company 1s made up as follows {the issued share capral has been stated net of capral exchange reserve)

Chass of shares Nominal of Number of tszued share tasued share
value authorisad issued shams capital capital
per share Shares (EUR 000} {USDro00)
[EUR}

Ordinary shares 50 500 405 0 2

Praference A 1000 27 000000 17 180 000 17 180 000 15 681 046

Praference B 1000 1000000 855 041 888 041 TIINS

FPrefarence C 1000 1000 000 175000 175,000 199,872

Preference D 1000 1000000 1000 000 1000 000 1,250,800

Preference E 1000 2000 000 1000 000 1000000 1,284,100

Preference F 1000 2,000,000 2560 000 250 000 327 375

Preference G 1000 2000000 1400 000 1400 000 2,199 400

Prefarence H 1000 1 000,000 B850 003 850 000 918,370

Balance as at 31 December 72,541,448 22,541 061 22,682,800

The mavements during the year have been as follows
Descripton Ordinary Class A Class B ClassC Class D ClassE Class F Class G ClassH Total
shares Prefsrence Preference Prefersnce Preferonce Preference noe Preference
Shares Shares Shares Shares Shares Shares Shares
US$000 US$000 USs3000 US$000 US$000 us3000 US$000 uSS000

EBalance as &t 1 Januery 22 15 681 048 T3 s 199 972 1280800 1,264 100 327375 2 KPMG Audﬂam 22,682,800
Movements during the year . . - . - . Document to which our report datgd
Elalance as at 31 December 22 15,681 046 193 715 169 972 1,280,800 1,284,100 327,315

During the year, the Company issued 1 (2012 2) ordinary shares of EUR 50 to its sole shareholder, for a cash consideration of USD 2,500 million (2012 USD 1,855 million)
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Notes to the Financial Statements (continued)

14 Share capital {continued)

Preference shares classes A through G carry the following nights

= At hguidation or redemption, the shareholders are entitled to receve a preferential distnbution 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 (“lquidation value™)

s« Preference shares carry a share premium At hquidation or redemption the shareholders of these
preference shares are enttled to receive the halance 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 hqudation wvalue of these preference shares as at vyear-end 1s GBP 14,575 mithion
(2012 GBP 14,575 million})

s In case dividends are declared on the ordinary shares, the preference shares carry a preferential non-
cumulative dwidend based an the hquidation 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 entitted 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 nghts

Repurchase of Preference Shares
No preference share repurchases have been conducted during the year

Capital exchange reserve
The Capital Exchange Reserve is a legal reserve and therefore not distnbutable

Available for sale reserve
Based on legal requirements, the AFS reserve Is not distnbutable until realised

15 Amounts owed to HSBC undertakings

This note prowides information about the contractual terms of the Group’s interest-beanng loans and

borrowings
Due Interest 2013 2012
Us$000 US$000
Current habilities
Loan from Credival Latinsul SA undated none 185,631 195,631
Amounts due to group companies undated none 1,780 -
Balance as at 31 December 197,411 195,631

The interest-free loan with Credival Latinsul SA 15 on demand and has been prowvided in anticipation and
advance of the hquidation of this subsidiary The carrying value of the subsidiary in the books of the
Company 1s not matenally different to the amount of the loan Once the hquidation process has been
completed the loan will be repaid and the capital retumed to the Comm

KPMG Audit

Document to which our report dated

23 JUL 2014
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HSBC Asia Holdings B.V.

Notes to the Financial Statements (continued)

16 Notes on the statement of cash flows

2013 2012

uS$000 US$000
Non-cash items included In profit before tax
Capitalised dividends - (38,030)
Fixed assets wniten off 12 -
Depreciation of fixed assets 5 8
Pension costs {2,711) {3,380)
Impairment in subsidiaries - 52,495
Net gain on investments in Equity Instruments (38,618) -

{41,312) 9,036
Change In operating assets
Change in amounts due from HSBC undertakings 90,577 {11,335)
Change In prepayments and accrued income 15 8
Change in other receivables 233 {(197)

90,825 (11,524)
Change in operating llabllitles
Change in amounts owed to HSBC undertakings 1,780 -
Change in aceruals 70 (16)
Change in other habilities {3,681) 3,779

{1,831) 3,763
Cash and cash equivalents comprise
Cash at bank with HSBC undertakings 82,393 49,499
Interest and dividends
Interest receved 2,496 2,638
Divdends recelved 6,708,686 4,411,910

E KPMG Audit
Decument to which our report dated
23 JUL 20t4
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Notes to the Financial Statements (continued)

17 Maturity analysis of assets and habilities

The following 15 an analysis, by remaining contractual matunties at the balance sheet date, of asset and
hability ine items that represent amounts expected to be recovered or settled within one year, and after
more than one year

Due within Due after
one year maore Total
than cne
year
As at 31 December 2013 uss$000 US$000 US$000
Assots
Cash at bank and in hand 82,393 - 82,393
Amounts due from HSBC undertakings 84,976 - 84,976
Loans and advances to HSBC undentakings 5,000 5,000 10,000
Finanaial investments - 5,250,120 5,250,120
172,369 5,255,120 5,427,489
Liabilities
Amounts owed to HSBC undertakings 1,780 195,631 197,411
Accruals 180 - 180
1,960 195,631 197,591
As at 31 December 2012
Assels
Cash at bank and in hand 49,499 - 49,499
Amounts due from MSBC undertakings 175,553 - 175,553
Loans and advances to HSBC undertakngs - 10,000 10,000
Financial investments - 8,598,363 8,598,363
Employee benefits - 214,698 214,698
225,052 8,823,061 9,048,113
Liabilities
Amounts owed to HSBC undertakings - 195,631 195,631
Accruals 110 - 110
110 195,631 195,741

18 Risk Management

Systems and procedures are in place in the HSBC Group to identify, control and report on the major nisks
associated with financial instruments which include credit, iquidity and market sk A Risk Management
Meeting of the Group Management Board, chaired by the Group Chief Risk Officer, 1s held each month
(except August) to address asset, iability and nsk management issues for the HSBC Group The Risk
Management Meeting sets processes and hmits to be applied by HSBC subsidianes, including HSBC Asia

Holdings BV Exposure to these nsks 1s monitored by HSBC Haldings plc's and Liabiity Committee
¥ '4“
KPMG Audit
Document to which our report dated
23 JUL 204
also refers.
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18 Risk Management {continued)

Credit Risk
Credit nsk 1s the nsk of financial loss if a counterparty fails to meet an obligation under a contract

Maximum exposure fo credit nsk

2013 2012

Us$000 US$000

Cash at bank and in hand 82,393 49,499
Amounts due from HSBC undertakings 84,976 175,653
Loans and advances to HSBC undertakings 10,000 10,000
Financal investments 5,250,120 8,598,363
Employee benefits 78,064 214,698
5,505,553 9,048,113

Liquidity Risk

Liquidity nisk 1s the nisk that the Company does not have sufficient financial rescurces to meet its obligattons
as they fall due, or will have to do so at an excessive cost This nisk anses from mismatches in the timing of
cash flows

Cash flows payable by the Company under financial habiitres by remaimng contractual matunties
At 31 December 2013

Due between  Due hetween Due after
Due within 3 3and 12 1and & § years

Us$000 On demand months months years
Amounts due to HSBC undertakings 1.780 . . ; 185,631
Accruals 95 85 - - -
Total 1,875 85 - - 195,631

At 31 December 2012

Due between Due after
Due within 3 Jand 12 Due between 5 years

UsS$000 On demand months months 1 and 5 years
Amounts due 1o HSBC undertakings _ . . . 195,631
Accruals 110 - - - -
Total 110 - - - 185,631

The balances in the table above may not agree directly with those in the Company’s balance sheet as the
table incorporates, on an undiscounted basis, all cash flows relating to principal and all future coupon
payments

Market Risk

Market nsk 1s the nsk that movements in market nsk factors, including foreign exchange rates and interest
rates will reduce income values Exposure to these nsks anses from short-term cash balances and funding

positions with HSBC undertakings The objective of the Company’s ns nt strategy Is to reduce
exposure to these risks and minimise volatility in economic iIncome, %dlsmbutabb reserves
0

The pnncipal tool for managing this 1s sensitivity analysis of changes | eﬁmﬁfﬁﬂfﬁﬁhanges n
the exchange rales or interest rate Document 1o which our report dated
23 JUL 20t
also refers.
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18

Risk Management (continued)

19

Foreign currency sensitivity analysis

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 nse to this nsk 1s Sterling and Euro which amounted
to a US$78 million asset (2012 US$215 million asset)

The Company's profit before tax would decrease by US$4 milhion, profit after tax by US$3 1 milion
{2012 US$11 3 million decrease, profit after tax US$8 5 million decrease) If the Sterling and Euro foreign
exchange rate weakened by 5 per cent relative to the US dollar

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

Interest rate sensitivity analysis

The Company held net assets of US$6,180 milion (2012 US$10,897 million) that are sensitive to interest
rate movements If all other vanables are held constant the effect of a 100 basis points increase/{(decrease)
in LIBOR on these net assets would be an increasef{decrease) of profit before tax of US$61 8 milhon (2012
US$109 million) and after tax of US$47 4 million (2012 US$83 6 mullion)

Related party transactions

Balances with related parties

Notes 2013 2012
US$000 USS000
Assots
Cash at bank and in hand' 82,393 49,499
Amounts due from HSBC undertakings® §4,976 175,553
Loans and advances to HSBC undertakings’ 10,000 10,000
Financia! investments 9 5,250,120 8,598,363
Investments in subsidianes® 8 54,021,312 50,624,107
Employee benefits® 12 78,064 214,608
Total related party assets 59,526,865 59,672,220
Liabilities
Amounts owed to HSBC undertakmgs2 197,411 195,631
Total related party habilihes 197,411 195,631

' These balances are with other related parties compnsing of other HSBC Group Companies which are
neither a parent nor substdiary of the Company

2 These balances are with substdiaries of the Company

*The International Staff Retirement Benefit Scheme entered mnto swap transactions with HSBC to manage
the inflation and interest rate sensitivity of the habilities and selected assets At 31 December 2013, the
gross notional value of the swaps was US$1 8 bilion (2012 US3$1 8 bilhon) and the swaps had a net

positive farr value of US$353 million to the scheme (2012 US$328 ITII| é]
» f]
The above outstanding balances arose in the ordinary course of businfe$$ z £ oSty the same

terms, including interest rates and secunty, as for comparable transactions with thirgeRartyisos nischantrasport dated

23 JUL 20t
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19 Related party transactions {continued)

Further explanations of matenal related party transactions are below

Investments in subsidianes - Details of changes in investments in subsidianes are set out in Note 11
Other related party transactions

Dvidends received

Duning 2013, the Company received dividends on ordinary shares of US$6,060 millkon (2012 US$§ 4,190
milion) from The Hongkong and Shanghal Banking Corporation, US$584 milion (2012 $121 million) were
received from HSBC Bank Bermuda Limited , US$29 million (2012 US$37 mithon) from HSBC Software
Development (Malaysia) Sdn Bhd Limited

During 2013, the company also received dvidends on preference shares of US$205 million (2012 US$308
million) from The Hongkong and Shanghai Banking Corporation Limited Diwidends of US$26 milhon (2012
US$64 million) were receved from its associate HSBC Saudi Arabia Limited

Dwvidends patd

Dividends of US$10,630 million were paid during the year to its parent company HSBC Asia Holdings (UK)
Limited (2012 US$ 6,140 million)

20 Contingent liabilities and guarantees

There were no contingent habilities at 31 December 2013 {2012 US$nil)

21 Events after the balance sheet date

In February 2014 and May 2014, the Company received US$7 5 millon and US$20 § milhlon dmdends
respectvely from HSBC Bank Bermuda Limited

In March 2014 and May 2014, the Company received dividends of US$1,933m and U5%$1,193m
respectively from The Hongkong and Shanghai Banking Corporation Limited

In June 2014, the Company's principal substdiary, The Hongkong and Shanghai Banking Corporation
Limited, redeemed four 1ssues of preference shares at a total nominal value of US$1,385 million at par

In June 2014, the Company invested US$1,385m in The Heongkong and Shanghar Banking Corporation
Limited

22 Capital management

In ine 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 imes 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 1s not subject to externally imposed capital requirements

An annual Group capital plan 1s 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 appropnate 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 1s returned to sharehoidmby way of dwvidends

The Company defines capital as total equity, the components of whic rleE/lEalﬂﬁﬁtSheet
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23 Parent undertaking

The Company's immediate and ulhimate helding companies are HSBC Asia Holdings (UK) and HSBC
Holdings plc respectively

HSBC Holdings plc1s incorporated in England with imited liability under the UK Compantes Act

The accounts of the Company are consolidated within the HSBC Holdings ple 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 hsbc com

HSBC Holdings plc
8 Canada Square
London, E14 5HQ

Londaon, 22 July 2014

Board of Directors
Mr R J Hennity Mrl J Mackay Mr I F MacKinnon
MrB J S Mathews Mr A C G Stangroome

KPMG Audit
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Supplementary data

Statutory rutes as to appropnation of profits

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

Proposed appropnation of result

Management proposes to carry forward within retained profits the result for the year 2013

Report of the Auditors

The Report of the Auditors 15 set forth on the foliowing page

KPMG Audit
Document to which our report dated
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Independent auditor’'s report
To the Board of Directors of HSBC Asia Holdings BV

Report on the financial statements

We have audited the accompanying financial statements 2013 of HSBC Asia Holdings BV,
Amsterdam, which compnse the balance sheet as at 31 December 2013,the income statement, the
statements of comprehensive income, changes in equity and cash flows for the year then ended and
notes, compnsing a summary of the significant accounting policies and other explanatory information

Management's responsibihity

Management 1s responsible for the preparation and fair presentation of these financial statements in
accordance with Infernational Financial Reporting Standards as adopted by the Eurepean Union and
with Part 9 of Book 2 of the Netherlands Civil Code, and for the preparation of the management
report in accordance with Part 9 of Book 2 of the Netherlands Civil Code Furthermore, management
15 responsibie for such internal control as they determine 1s necessary to enable the preparation of
the financial statements that are free fram matenal misstatement, whether due to fraud or error

Auditor’s responsibility

Our responsibility 1s to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with Dutch law, including the Dutch Standards on Auditing This
requires that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from materal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements The procedures selected depend on the auditor's judgment, including the
assessment of the nsks of matenal misstatement of the financial statements, whether due to fraud or
error In making those nsk assessments, the auditor considers internal control relevant to the
Company's preparation and fair presentation of the financial statements in order to design audit
procedures that are appropnate Iin the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control An audit alse includes evaluating the
appropnateness of accounting polictes used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained 1s sufficient and appropnate to provide a basis
for our audit opinion

Opmion

In our opinion, the financial stalements give a true and fair view of the financial position of HSBC
Asia Holdings BV as at 31 December 2013 and of its result and s cash flows for the year then
ended i:n accordance with International Financial Reporting Standards as adopted by the Eurapean
Union and with Part 9 of Book 2 of the Netherlands Ciwvil Code

2an

KPMG Audit
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Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2 393 sub 5 at e and f of the Netherands Civl
Code, we have no deficiencies to report as a result of our examination whether the management
report, to the extent we can assess, has been prepared in accordance with Part 9 of Book 2 of this
Code, and whether the information as required under Section 2 392 sub 1 at b - h has been annexed
Further, we report that the management repont, to the exient we can assess, 1s consistent with the
financial statements as required by Section 2 391 sub 4 of the Netherlands Civil Code

Amstelveen, 23 July 2014
KPMG Accountants NV

C CJ Segers RA

KPMG Audit
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