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HSBC Asia Holdings BV

Management report for the the year ended 31 December 2014

HSBC Asia Holdings B V {the ‘Company ) incorporated in the Netherlands with hmited hability, 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 Its ulimate parenl company i1s HSBC
Holdings plc also incorporated i England

Principal Activities

During the year ended 31 December 2014 the Company continued to be an investment holding company

Review of the Company’s business
The busmess s funded principally by its parent, HSBC Asia Holdings (UK) Uimited
The income statement and balance sheet provide the key performance indicators

The reserves available for distnbution at 31 December 2014 were US$14,867 million (2013
US$14,670 million)

Financial Performance

The performance and position of the Company for the year ended 31 December 2014 and the state of the
Company's financial affars at that date are set out on pages 4 to 33

The net asset value of the Company as at 31 December 2014 amounts to US$59,506 million (2013
US$59,384 million}

The results of the Company show a profit before tax US$5,779 milion (2013 US%$6,951 million) The
company recewed the following dividends from HSBC undertakings

2014 2013
Ordinary shares USs$000 Ussoao
The Hongkong and Shanghal Banking Corporation 5,513,022 6059 731
HSBC Bank Bermuda Limited 56,000 594 000
HSBC Sofiware Development (india) Private Limited 21,334 -
HSBC Software Development {Malaysia) Sdn Bhd Limited . 29,350
5,590,356 6 683 081
Preference shares
The Hongkong and Shanghai Banking Corporation 125,617 205 224
Associate
HSBC Saud Arabia Limited 22,081 25605

The Company’s principal subsidiary, 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

The Company invested US$1 385 mitlon in The Hongkong and Shanghar Banking Corporation Limiled

Dividends

The Company paid dividends 1o HSBC Asia Heldings (UK) Lumited of US$5,790 million on the ordinary
shares




HSBC Asia Holdings B V

Management report for the year ended 31 December 2014

Risk management

The principal nsks and uncertainhies facing the Company, together with its financial nsk management
objectives and policies, and an analysis of the exposure ta such nsks, are set out in Note 18 of the financial
statements

Being an investment holding company, the Company 15 subject to the nsks of the performance of its
subsidianes which could result in imparrment of these investments

The financial nsk management objectives and policies of the Company, together wath an analysis of the
exposure to such nisks are set out in Note 18 on the financial statements

The Company’'s exposures to credit, hquidity, market and foreign currency nsks are imited due to the nature
of iis business, which 1s predominantly investing i or financing of subsidiaries These transactions are
generally funded by way of capital or debt cbiained from the parent or other group companies

Dhirectors

The Directors who served duning the year were as follows

Name Appointed Resigned
R J Henmty 1 October 2013
i J Mackay 1 Cctober 2013
| MacKinnon 1 October 2011
B J S Mathews 1 October 2013
A C G Stangrocome 24 September 2010
G A Francis 01 September 2014

Significant events since the end of the financial year

The Company received dividends of US$27 milhon from HSBC Bank Bermuda Limited in February 2015
and $1,837 million from The Hongkong and Shanghai Banking Corporation Ltd in March 2015

Future developments

No change 1n the Company's activities 1s expected in 2015

Capital management

The Company 15 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’ equaty 1t1s 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 durning the year

This report and the financial statements were approved by the Board of Directors on 25 March 2015

Signed on behalf of the Board of Directors
London, 25 March 2015

AV

Director .
B J S Mathews




HSBC Asia Holding BV

Financial statements for the year ended 31 December 2014

Income statement for the year ended 31 December 2014

Notes 2014 2013

USS000 USS000

interest income 1,457 2 496
Realised gain on redemption of preference shares 55,872 38 618
Dwvidend income from group companies 5,590,356 6 683 081
Dividend income from associated companies 22 084 25 605
Dividend income on preference shares 425617 205 224
Foreign exchange gain/ {loss) (14,047) (3 866)
Other operaling Income - 21
Total operating Income 5,781,336 8951 179
General & agministrative expenses 4 {(1,873) 4 284
Fixed assets wnten off - (12)
Expenses relating to Investments (269) (4 088)
Total operating expenses (2,142} 184
Operating profit 5,779,194 6,951 363

Profit before tax 5,779,194 6,951 363

Tax expense 5 {397) {83 878)

Profit for the year attributable 10 shareholder 5778797 6 867 485

The accompanying notes on pages 10 to 33 form an integral pan of these financial statements




HSBC Asia Holdings B V.

Financial statements for the year ended 31 December 2014

1

Statement of comprehensive income for the year ended 31 December 2014

Nates 2014 2013
Uss0090 USs000

Profit for the year attnbutable Lo the shareholder 5,778,797 6 867 485
Other comprehensive incomel(expense)
ltems that will be reclassified subsequently to profit or foss when
specific condihons are met
Avarlable-for-sale investments
— Fair value gains transferred to profit for the year on disposat (55,872) (38 618)
— Change in fair value 24 1296757
Defined benefit plan actuaral gains! (losses) 178,926 (139 345)
Qther comprehensive income for the year net of income tax 121078 1118 704
Total comprehensive income for the year aftnbutable 10 the shareholder 5,901 875 7 986 279

The accompanying notes on pages 10to 33 form an integral part of these financial statements




HSBC Asia Holdings BV

Financial statements for the year ended 31 December 2014

Balance sheet as at 31 December 2014

Notes 2014 2013
UsSs000 USs000
ASSETS
Cash and cash equivalents 7 56,908 82 393
Amounts due from HSBC undertakings g 67,680 B4 976
Loans and advances to HSBC undertakings g - 10,000
Financial nvesiments @ HSBC ungertakings 10 3,865,144 5250120
Other receivables . 1
Curmrent tax assels . 58
' Investments in subsidianes 11 55,406,312 54 021 312
Investmerts In associates 12 65,185 65 185
| Retrement benefits 13 241,565 78 064
| Total assets 59,702,794 59,592 119
LYABILITIES AND EQUITY
Labihties
Amounts owed to HSBC undertakings 15 195,884 197 411
Other habilities - 148
Current tax habihities 5 304 -
Accruals 351 180
Total habilities 196,539 197,738
Equity
Issued capnal 14 27,381,743 31043 550
Capual exchange reserve (4,698,943} (8 360 750)
Share premiwm 22,772,679 22772679
Availlable for sale reserve (816,488) (760 640)
Retamed earnings 14,867,264 14 699 541
Total equity 59,506,255 59 394 380
Total equity and liabilities 59,702,754 59592119

The accompanying noles on pages 10 to 33 form an integral part of these financal statements




HSBC Asia Holdings BV

Financial statements for the year ended 31 December 2014

Statement of cash flows for the year ended 31 December 2014

Notes 2014 2013
USs000 USS000
Cash flows from operating activitios
Profit before tax 5,779,194 6951363
Adjustment for
- NMon-cash items in¢luded in profit before tax 16 {40,448) (41 312)
- Change tn operating assets 16 27.297 90 825
- Change in operating labiliies 16 (1,504) (1 831)
- Tax (paid)y/receved (26) (83 946)
Net cash generated from operating activities 5 764.515 6 915.009
Cash flows from tnvesting activities
Net cash outfiow from addittonal investment in subsidianes (1,365,000) (3.400,000)
Proceeds from redemption of preference shares 1,385,000 4645 000
Return of capital from subsidiary _ 2795
Net cash generated from investing aclivities N 1 247 795
Cash flows frem financing activities
Issue of ordinary share capitat - 2 500 000
Dwidends paid (5,720,000) {10,630,000)
Net cash used in financing activities (5.790,000) (8 130 000)
Net (decrease) increase in cash and cash equivalents (25,485) 32,894
Cash and cash equivalents at 1 January 82,393 49 499
Cash and cash equivalents at 31 December 56,908 82 193

The accompanying notes on pages 10 to 33 form an integral pan of these financial statements
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HSBC Asia Holdings B.V

Notes to the Financial Statements

"

Basis of preparation

{(a) Comphance with International Financial Reporting Standards

(b)

(©

(d)

(e}

®

HSRBC Asia Holding B V (the Company’) has prepared its financial statements in accordance with
Internationa! Financtat Reporiing Standards ('IFRSs’) as endorsed by the European Urion (‘EU) and in
accordance with Book 2, Title 9 of the Dutch Cil Code

IFRSs comprise accounting standards issued by the International Accounting Standards Board (IASE')
and its predecessor body as well as interpretations 1ssued by the IFRS Interpretations Committee
(IFRIC" and its predecessor body

There were no new standards adopted during the year ended 31 December 2014

Basis of measurement

The financial statements are prepared on the histoncal cost basis except for financial assets and
financial labilities which are measured in accordance with notes 2(f) and 2(1}

Functional and presentation currency

The financial statements have been presented in US Doltars, which 1s the Company's functional
currency
All amounts have been rounded to the nearest thousand unless otherwise stated

Use of estimales and assumptions

The preparation of financial information requires the use of estimates and assumptions about future
conditions The use of available information and the application of judgement are inherent in the
formation of estimates, actual resulls in the future may differ from estimates upon which financiat
information is prepared Management believes that the Company's cntical accounting policy where
judgement 1s necessarily applied 1s the impairment of investments in subsidianes (Note 2(g))

Balance sheet presentation

The balance sheet has been prepared in order of liquidity to better reflect the nature of the Company
as an investment holding company

Future accounting developments
Standards and amendments 1ssued by the |ASB but not endorsed by the EU

In May 2014, the 1ASB 1ssued IFRS 15 ‘Revenue from Contracts with Customers’ The standard 1s
effective for annual penods beginning on or after 1 January 2017 with early adoption permitted IFRS
15 provides a prnnciples-based approach for revenue recogniion, and introduces the concept of
recognising revenue for obligations as they are salisfied The standard should be appled
retrospectively, with certain practical expedients available The company 1s not impacted by this
standard

In July 2014 the IASB i1ssued IFRS 9 ‘Financial Instruments , which 1s the comprehensive standard to
replace IAS 39 ‘Financial Instruments Recogmition and Measurement' and includes requirements for
classification and measurement of financial assets and liabiliies, impairment of financial assets and
hedge accounting

Classification and measurement

The classification and measurement of financial assets wilt depend on the entity's business model for
thetr management and their contractual cash flow charactensucs and resull in financial assets being at
amortised cost, far value through other comprehensive income {'FVOCI) or farr value through profit or
loss In many instances, the classification and measurement outcomes will be similar to IAS 39,
although differences will arnise, for example, since IFRS 9 does not apply emtbedded denvative
accounting to financial assets and equity secunties will be measured at fair value through profit or loss
or, in hmited circumstances, at fair value through other comprehensive income The combined effect of
the application of the business mode! and the contractual cash flow characteristics tests may result in
some differences in population of financial assets measured at amortised cos! or fair value compared
with 1AS 39 The classification of financial habilites 1s essentially unchanged, except that, for certan
habilities measured at far value gains or losses relating to changes in the enity’s own credit nisk are to
be included in other comprehensive income (‘OCIY)

10



HSBC Asia Holdings BV

Notes to the Financial Statements (continued)

1 Basts of preparation (continued)

M

Future accounting developments (continued)

Impairment

The impairment requirements apply to financial assets measured at amortised cost and FVCCI, and
lease receivables and certain loan commitments and financial guarantee contracts At inihai
recognition, allowance (or provision In the case of commitments and guarantees) 1s 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 1 credit nsk, allowance (or provision) is
required for ECL resulting from ali possible default events over the expected life of the financial
nstrument {‘hfetime ECL")

The assessment of whether credit nsk has increased significantly since imitial recogrition s performed
for each reporting period by considering the probability of default occurning over the remaining Iife of
the financial instrument, rather than by considering an increase in ECL The assessment of credit risk,
as well as the estimation of ECL, are required to be unbiased, probability-weighted and should
incorporate all available information which 1s relevant to the assessment, including information about
past events, current conditions and reasonable and supportable forecasts of future events and
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 recogmtion and measurement of impairment is intended to
be more forward-looking than under tAS 39 and the resuling impairment charge will tend to be more
volatile It will also tend to result in an increase in the total level of mpairment 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 1s likely to be larger than the population for which there 1s objective
evidence of impairment in accordance with IAS 39

Hedge accounting

The general hedge accounting requirements aim to simphfy hedge accounting, creating a stronger hink
between 1t and risk management strategy and permitiing the former to be apphed to a greater vanely
of hedging instruments and nsks The standard does not exphcitly address macro hedge accounting
strategies, which are being considered in a separate project To remove the risk of any conflhict
between existing macro hedge accounting practice and the new general hedge accounting
requirements, IFRS 9 includes an accounting policy choice to remain with IAS 39 hedge accounting

The classification and measurement and impairment requirements are applied retrospectively by
adjusting the opening balance sheet al the 1 January 2018 with no requirement to restate comparative
periods Hedge accounting i1s generally applied prospectively from that date

The mandatory apphcation datle for the standard as a whole ts 1 January 2018, but it 1s possible to
apply the revised presentation for certain llabiliies measured at fair value from an earlier date It 1s not
expected that IFRS 9 will have a significant impact on the Company

"




HSBC Asia Holdings B.V

Notes to the Financial Statements (continued)

2

1

Summary of significant accounting policies

()

(b)

(c}

Interest iIncome and expense

Interest income and expense for all interest beanng financial nstruments 1s recogmsed In ‘Interest
income’ and ‘Interest expense n the income statement using the effective interest method The
effective interest method 1s a way of calculating the amortised cost of a financial asset or a financial
hability and of allocating the interest ncome or expense over the relevant perod

The effective interest rate 1s the rate that exactly discounts estimated future cash receipts or payments

through the expected life of the financial instrument or, where appropriate, a shorter penod, to the net

carrying amount of the financial asset or financial labitity When calculating the effective interest rate,

the Company estirates cash flows considenng all contractual terms of the financial instrument but

excluding future credit losses The calculation includes all amounts paid or receved by the Company '
that are an integral part of the effective interest rate of a financial instrument, including transaction
costs and alt other premiums or discounts

Dwvidend income

Dwidend income 1s recognised in the income statement on the date the entity’s nght to receive
payments is established This is the ex-dividend date for listed equity securittes, and usually the date
when shareholders have approved the dividend for unhsted equity securties

Income Tax

Income tax compnises current tax and deferred tax Income tax 1s recognised in the iIncome statement
except to the extent that it relates to items recognised in other comprehensive income or directly In
equity, In which case 1t1s recognised in the same statement in which the related item appears

Current tax 1s the tax expected o be payable on the taxable profit for the year, calculated using tax
rales enacted or substantively enacted by the end of the reporting penod and any adjustment to tax

payable 1n respect of previous years Current tax assets and habihties are offset when the Company
intends to settle on a net basis and the legal nght to offset exists

Deferred 1ax is recognised on temporary differences between the carrying amounts of assets and
abilities in the balance sheet and the amounts attnbuted to such assets and habilities for tax
purposes Deferred tax tlabilties are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it 1s probable that future taxable profils wilt be
available against which deductible temporary differences can be utilised

Deferred tax 1s calculated using the lax rates expected to apply in the penods in which the assets will
be realised or the lliabihties settled, based on tax rates and laws enacted. or substantively enacted, by
the end of the reporting period Deferred tax assets and habilities are offset when they anse in the
same tax reporting group and relate to ncome taxes levied by the same taxation authonty, and when
the Company has a legal right 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, 1s also charged or credited to other
comprehensive income and is subsequently recognised in the income statement when the deferred
fair value gain or loss 15 recogrused in the income statement

12




HSBC Asia Holdings B V.

Notes to the Financial Statements (continued)

2  Summary of significant accounting polictes (continued)

(d)

(@)

U]

Foreign currencies

Transactions in foreign currencies are recorded in the funchonal currency at the rate of exchange
prevailing on the date of the transaction

Monetary assets and habiliies denommated 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-monetary assets and liabilities that are measured at tustoncal cost in a foreign currency are
translated into the functional currency using the rate of exchange at the date of the initial transaction
Non-monetary assets and habiities measured at fair value in a foreign currency are translated into the
functional currency using the rate of exchange at the date the far value was determined

In accordance with Book 2, Title 9 of the Dutch Civit Code, the NLG share capttal 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 remain withun equity and are captured in the capital exchange reserve
which 1s not distnbutable

Subsidaries and associates

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

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

The Company’s mvestments in subsidianes and associates are stated at cost less any impairment
losses

Financial assets and habilities
Loans and advances to HSBC undertakings

Loans and advances to HSBC undertalkungs are those that have not been classified ether as held-for-
trading or designated at farr value These loans are recognised when cash 1s advanced and are
derecognised when the undertakings repay their obligations, or the loans are sold or written off, or
substantially all the nisks and rewards of ownership are transferred They are nitially recorded at farr
value plus any directly attnbutable transaction costs and are subsequently measured at amortised cost
using the effective interest method, less imparrment losses
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Notes to the Financial Statements (continued)

)

2 Summary of significant accounting policies {continued)

) Financial assets and habiities {continued)

Available-for-sale financial assets

Available-for-sale financial assets are intially measured at farr value plus directly atinbutable
transaction costs They are subsequently re-measured at fair value and changes therein are
recogmised in other comprehensive income

Amounts owed to HSBC undertakings

Amounts owed to HSBC undertakings are recognised when cash 1s advanced or contractual
arrangements are entered into These habibties are intially measured at fair value less direcily
attributable transaction costs The Company derecognises the financial hability when the Company’s
obligations specified n the contract expire, are discharged or cancelled Subsequent to intal
recognition, financial labiities are measured at amorhsed cost using the effective interest rate method

(g) Imparment of assets {other than financial assets)

)

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

An impairment loss is recogrised whenever the carrying amount of an asset or its cash generating unit
exceeds ts recoverable amount Impairment losses are recogrised in the incorme statement

Any impairment toss recogmsed 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 recoverabie
amount since the last impawrment loss was recogmised An impairment loss 1s reversed only to the
extent that the assel’s carrying amount does not exceed the carrying amount that would have been
determined if no impairment loss had been recognised

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 eared in return for their
service 1n the current and prior penods, that benefit 1s discounted to determine 1ts present value, and
the far value of any plan assets 1s 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-ine basis over the
average penod until the benefits become vested To the extent that the benefits vest immediately, the
expense Is recognised immediately in the income statement

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

Defined contnbution plans

Whilst the Company 1s the official sponsor of certain defined contribution plans the obligations for
contnbutions to defined contribution plans are not recognised as an expense in the income statement
as these are recogrised in the Income statement of the ulimate employing entity of the individuals
concerned
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Notes to the Financial Statements {continued)

2

Summary of significant accounting pohicies (continued)

3

0

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 imitial recognition is the transaction price (that s, the farr value of the
consideration given or recewed)

Subsequent to initial recognition, the fair values of financial instruments measured at fair value that are
guoted in active markets are based on bid prnices for assets heid and offer prices for habiites 1ssued
When independent pnces are not available, farr values are determined by using valuation techniques
which refer to observable market data These include companson with similar instruments where
market observable prices exist, discounted cash flow analysis, option pnaing moedels and other
valuatron techmiques commonly used by market participants  Farr 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 technigues incorporate assumptions that other market participants would use n their
valuations, including assumptions about interest rate yield curves, exchange rates, volatilities, and
prepayment and default rates Addiional factors such as bid-offer spread, credit profile and model
uncertainty are taken into account, as appropnate, when fair values are calculated using valuation
techmques Where a financial instrument has a guoted price in an active market and 1s part of a
portiolio, the fair value of the portfolio 1s calculated as the product of the number of units and quoted
price and no block discounts are made

Share capital

Ordinary share capital

Shares are classified as equity when there 1s no contractual obligation to transfer cash or other
financtal assets Incremental costs directly attributable to the 1ssue of equity instruments are shown 1n
equity as a deduction from proceeds, net of lax

Preference share capital

The preference share capital 1s classified as equity If it is non-redeemable and any dwidends are
discretionary, or when H is redeemable but only at the Company's option Dividends on preference
share capital classified as equity are recognised as distrbutions within equity

Employee compensation and benefits

None of the Directors received any remuneration for their services to the Company during the year (2013
ussni)

The Company has no employees and hence no staff costs {2013 US$1 7 milon)
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Notes to the Financial Statements (continued)

4

General and administrative expenses

Note 2014 2013

US$000 USS000

Salanes and altowances i 584
Compulsory social secunty contnbutions : a4
Company staff — pension expense A 1053
International Staff (ISRBS) — pension expense 13 10,744 3823
ISRBS rembursements from group and associated companies 13 9,384) (10 383)
Total staff related expenses 1,357 (4 789)
Other admimstrative and office expenses 516 505
Total other administrative expenses 516 505
Total general & administrative expenses 1.873 (4 284)

The Company 1s 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 by the Company in respect of the members will be
reimbursed to the Company by the Group and associated enttres where the members of the ISRBS
have been seconded to

The pension expense I1s different from the recharges received from group and associated companies
and these intra-year vaniations are not unusual and are caused by timing differences Ulhmately, there
will have been no effective cost to the company in respect of the International Staff Retirement Benefits
Scheme

Whilst the Company 1s the official sponsor of certain defined contnbution plans, the obhgations for
contribulions to these defined contnbution plans are not recognised as an expense in the income
statement and are recogmised in the income statement of the employing entity of the indwiduals
concerned

None of the Directors received any remuneration for ther sennces o the Company dunng the year
(2013 USSnil)

Auditor's remuneration

Certain expenses inciuding auditor's remuneration have been borne by HSBC Holdings plc and are

therefore not charged in arnving at profit before tax The amount incurred i respect of the audit of
these financial slatements was US$45 825 (2013 US548,184)
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Notes to the Financial Statements (continued)

5

Tax expense

Current tax
UK Corporation tax
- for this year

-adjustments in respect of pnor years

Overseas tax
- for thts year
-adjusiments in respect of pnor years

Total tax charged to the income statermnent

2014 2013

US3$000 usSsooe
304 (68)

92 -

- 83,946

397 83 878

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 21 5 per cent (2013 23 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

Profit before tax

Taxation at UK corporation tax rate of
215% (2013 23 25%)

Non-taxable income and gains
Permanent disallowables
Adjustments in respect of pnor penod
habtlities

Effects of differences in tax rates
Other items

Total tax charged to the income statement

2014 Percentage of 2013 Percentage of

overall profit overail profit

before tax before tax

US$000 % Us$000 %
5,779,194 6,951 363

1,242,527 215 1616 192 233

(1,245,694) (21 6) (1616 627) (233)

3,471 01 3108 00

83 00 - -

- 00 4,353 01

- 0o 76 852 11

97 00 83878 12

The main rate of corporation tax in the UK reduced from 23% to 21% on 1 Apnl 2014 and will be further
reduced to 20% on 1 Apnl 2015 The reduction in the corporate tax rate to 20% was enacted through the
2013 Finance Act on 17 July 2013 H1s not expected that the future rate reduction will have a significant

effect to the company
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Notes to the Financial Statements (continued)

6 Analysis of financial assets and habihties by measurement basis

The following tables analyse the carrying amount of financial assets and habilities by category as defined
in I1AS 39 and by balance sheet heading

As at 31 December 2014 Available-for-sale Loans and Financial assets Total

securities recevables and habihities at

amortised cost
us$000 ussooo UsS$000 uss$000
Assets
Cash at bank and in hand - - 56,908 56,908
Amounts due from HSBC undertakings - - 67,680 67,680
Loans and advances to HSBC undertakings - . - -
Financial mvestments in HSBC underlakings 3,865,144 - - 3,865,144
Total financial assets 3,865,144 - 124,588 3,989,732
Total non-financial assets 55,713,062
Total assels 59,702,794
Liabltities
Amounts due to HSBC undertakings - - 145,884 195,884
Accruals - - 51 351
Total financial ltabihities - - 196,235 196,235
Total non-financial habilities 104
Total iabiities 196,539
As at 31 December 2013 Avallable-for-sale Loans and  Financial assets Total
secunties receivables  and habilibes at
amortised cost

USs$000 UsSs000 uUssooo USS000
Assets
Cash at bank and in hand - - 82 393 82 393
Amounts due from HSBC underiakings - B 84 976 84 976
Loans and advances to HSBC undertakings - 10 00O - 10 000
Financial investments in HSBC undentakings 5250120 - - 5250 120
Tota! finangial assets 5,250 120 10,000 167 369 T5427 489
Total non-financial assets 54 164 630
Total assets 59 592 119
Liabhties
Amounts due to HSBC undertakings - - 197 411 197 411
Accruals - - 180 180
Total financial habities - R 197,594 197 591
Total non-financial iabihes 148
Total iabilities 197 739
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Notes to the Financial Statements (continued)

7 Cash and cash equivalents

2014 2013

uS$000 USS000

Short term deposits 55,767 82100
Bank balances 1,141 293
Cash and cash equivalents 56,908 82 393

Cash and cash egquivalents compnse cash and short time deposits which are immediately available at no
addittonal break costs should the need anse

The short term deposits are due within three months and carry interest at 0 06%

8 Amounts due from group companmies

2014 2013
UsS$000 USs$000
Dividend recevable on preference shares 67,667 84 950 ,
Amounts due from group companes 43 16 |
Amounts due from group companies 67,680 84976

Amounts due from HSBC group compamnes are non-interest bearing amounts and the fair value 1s not
significantly different to the carrying value on the balance sheet

9 Loans to group companies

Matunty date 2014 2013

US$000 USso0o
HSBC Finance Corporation, USA 22/1212014 . 5000
HSBC Finance Corporation, USA 28B/09/2015 - 5,000
Balance as at 31 December - 10,000

The loans above were repaid dunng the year
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Notes to the Financial Statements (continued)

10 Financial investments in HSBC undertakings

Financial investments are designated as available-for-sale and are measured at farr value with
movements m far value recognised through other comprehensive income in the avallable-for-sale
reserve

The Company holds the following preference shares of The Hongkong and Shanghai Banking Corporation
Lirnited, Hong Kong ("HBAP"}, as foliows

ND:: :f: Do 2014 2013

US$000 Uss000

Non cumulative shares' 978,000 LIBOR+ 1 85% 805,415 866 492
Non-cumulative shares' 375,000 LIBOR+ 1 35% 275,737 303738
Non-cumulative shares' 500,000 LIBOR+1 25% 58,826 397 385
Non-curmulative shares’ 1,000,000 LIBOR +1 25% 717,652 794 770
Non-cumulative shares’ - LIBOR+130% - 561 660
Non-cumulative shares' 250,000 LIBOR+115% 175,001 194 892
Non-cumutative shares' 150,000 LIBOR+1 15% 105,001 116 935
Cumutative shares’ 200,000 LIBOR+100% 150,186 159 957
Cumulative shares' - LIBOR+115% - 205 952
Cumulative shares' - LIBOR+1 25% - 317,874
Cumulative shares' - LIBOR+1 25% N 47 450
Cumulative shares’ 200,000 LIBOR+1 20% 157,969 166 365
Cumulative shares® 1,050,000 LIBOR +3 23% 1,119,357 1116 649
Total 4,703,000 3,865,144 5,250 120

‘{rredemable preference shares Redemption Is at the 1ssuer's option, subject to 30 days' notice In writing
to shareholders and with prior consent of the Hong Kong Monetary Authonty

*Redeemable preference shares Redemplion on or after 2 January 2019 1s at the issver's option, subject
to 30 days' nohce in wriing to sharehelders and with prior consent of the Hong Kong Monetary Authonty
The maturity date of the redeemable preference shares 1s 2 January 2024

The preference share dividend 1s paid annually as long as the retained profits of the issuer allows payment
As this has been the case n the past and anticipated n the future, the preference dividend i1s being
accrued

Amounts due from group companies (Note 8) includes accrued preference share dividends recewable on
financial iInvestments of US$68 million (2013 US$85 million)
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10  Fmancial mvestments in HSBC undertakings {continued)

The movements in financial nvestments during the year were as follows

2014 2013

us$000 USss000

Balance as at 1 January 5,250,120 8 598 363
Addittons. B R
Disposals (1,385,000) (4 645 000)
Change in farr value 24 1296 757
Balance as at 31 December 3,865,444 5 250,120

Fair values were determined using valuabion techmques with observable inputs (Level 2) The farr value of
financial investments in HSBC undertakings are estmated using a modeiled secunty as a proxy for the
preference shares as well as vanous pricing inputs Pnoing inputs include nominal yield curve, credit
spread, and coupon information

11 Investments In subsidianes

The Company carries its investments in subsidianes and affiiated companies at histonical cost less
provision for any impairment Dividends are taken into the results of the Company as and when declared

2014 2013
UsSs000 USs000
Cost
At 1 January 54,073,847 50 676 642
Addilions 1,385,000 3 400 000
Reduction in mvesiments - (2,795}
At 31 Decembar 55,458,847 54 073 847
Impasrrment
At 1 January (52,535) {52,535)
Charge - -
At 31 December (52,538) (52 535)
Net carrying amount 31 December 55,406,312 54 021 312
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11  Investments in subsidianes (continued}

Additions of investments

The Company invested a further US$1,385 million in The Hongkong Shanghat Banking Corporation

impairment Testing

The Company's accounting pokcy for impairment of assets (other than financial assets) 1s described in
Note 2(g)

The process of identifying and evaluating impairment 1s inherently uncertain because it requires sigmificant
management judgement in making a senes of estimations, the resuits of which are highly sensitive to the
assumptions used

Evaluation of indicators of imparrment was camed out by comparing carrying value to net asset value and,
where there was an indicator of imparment, by comparing carrying value to recoverable arnount

No impairment charge was recognised during the year (2013 US$ nil)

The pnncipal subsidhary undertakings of the Company at 31 December 2014 were

Ownership (% of

equity)
Nature of business Country 2014 2013
HSBC Bank Bermuda Lid Banking Bermuda 100% 100%
Credival Latinsul SA Dormant Uruguay 100% 100%
Dar Es Salaam Investment Bank Invesiment Banking  Iraq 70 1% 701%
HSBC IM Pension Trust Lid Trust company United Kingdom ~ 100% 100%
HSBC Property (UK} Lid Property Holding United Kingdom 100% 100%
H3BC Software Development {India) Private Ltd Software & support  India 100% 100%
HSBC Software Development {Mataysia) Sdn Bhd Software & support  Malaysia 100% 100%
The Hongkong and Shanghai Banking Corporation Ltd Banking Hong Kong SAR 100% 100%
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12 Investments Iin assoclates

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

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

Nature of business Country 2014 2013
HSBC Saud: Arabia Ltd Investment Banking Saudi Aratwa 49%, 49 0%
SABB Takaful Company ! Insurance Saudi Aratia 1% A1 0%

! (a further 1 5% I1s owned indirectly)

13 Employee benefits

Liability for defined benefit obhigations

The Company makes contributions to one closed defined benefil plan, resident in Jersey, that provides
pension benefits for employees upon retirement - the International Staff Retrement Benefits Scheme
("ISRBS™)

in 2009, the Company became the official sponsor of the International Retirement Benefits Plan ("IRBP"),
a defined contnbution plan The cobhgalions for contnbutions are recognised by the employing entity of the

individuals concerned

Movements in retirement benefits

2014 2013 2012 2011 2010
UsSs000 USs000 USs000 USso00 US$000
Present value of defined benefits obligations 1,399,742 1,367,425 1229 854 1063 544 1 144 363
Present value of plan assets 1,641,307 1445489 1444 552 1303812 1065630
Total retirement benefits {241,565) {78 064) (214 698) (240 268) 78733
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13

- 1

Employee benefits (continued)

Movements in the hability for defined benefit obhgations recognised in the balance sheet

2014 2013 m2 2011 2010
US$000 UsSs00o UsSsoo0 USsoo0 UsSs000
Liability for defined benefit obhgations at 1 1,367,424 1229 854 1063 544 1144 363 1124 856
January
Movements n exchange {84,564) 37 502 48393 {6 261) (48 020)
Employee contnbutions 088 1129 1247 1593 1711
Actual benefits payments made (72,840) (58 853) {55 864) (47.810) (44,605)
Expense recognised in the income statement (see 71,682 64 658 69 239 8520 81394
below)
Other comprehensive income 117,052 93 135 103 295 (113 542) 29027
Liabihty for defined banefit obhgations at 31 1,399,742 1367 425 1229 854 1 063 544 1 144 383
December
Movements in the plan assets
2014 2013 2012 20m 2010
us$000 USsco0 USs000 US$000 Uss000
Fair value of pian assets at 1 January 1,445,489 1 444 552 1303812 1 065 630 98B0 994
Movements in exchange (98,632) 33732 57 197 (5 6486) (41 864)
Employee contnbutions 258 1,129 1247 1,593 1,711
ISRBS employer contnbutions 9,384 10,383 47 089 16 197 16 737
Actual benefits paymenis made (72,840) (58 854) (55 864) (47 810) {44.605)
Expected retum on plan assets (see beiow) 60,940 60 757 52 534 58 919 50626
Other comprehensive income 295,978 (46,210) 38 557 213929 102 031
Fair value of plan assats at 31 December 1,641,307 1445 489 1444 552 1303 812 1,065 630
Expense recognised in the Income statement
2014 2013
UsS%000 US5000
Current service cosls 11,427 10975
interest on cbligation 57.439 51 379
Admynistration costs and taxes 2,816 2 304
71,682 64 658
Expected return on plan assels {60,940) (6D 757)
10,742 3 501
Categones of plan assets
2014 2013
US$600 US3000
Equities 85,431 84 313
Bonds 1,560,902 754 367
Property 48,941 58 621
Other (53,967) 547 538
Total plan assets 1,641,307 1445 489
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13 Employee benefits (continued)

Pension assumptions

Assumptions as at 31 December 2014 2013
Inflation 3 30% 3 60%
Salary increases 175% 175%
Pension increases 330% 360%
Discount rate 350% 4 30%
Expected retum on assets 4 20% 4 30%
Medical trend rate n/a n/a
Mortality table -~ males B5%S1PMA_L 65%S1PMA_L
Mortality table — females 75%SIPFA_L  75%S1PFA_L

" with core CMI 2013 improvements and a 1 25% long term rate

Estimated contributions and benefit payments 1n next financial year

In 2015, the estimated company contnibutions are $8,263 thousand and the estimated  employee
contributions are $861 thousand The estimated benefits payments are expected {o be $60,118 thousand

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

2014 2013
UsS$000 Usso00
Change n defined benefit obligation at year-end from & 25bps increase in discount rate 61,004 61 991
Increase in defined benefit obhgation from each additional year of longevity assumed 39,753 34 715
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14 Share capital

Share captal and share premium

As at 31 December 2014, the share capital of the Company 18 made up as follows (the 1ssued share capital
has been stated net of capital exchange reserve)

Class of shares Nominal Number of Number of Issued share Issued share
value authonsed issued shares capial capital
per share Shares [EUR'000) (USD'000)
(EUR}
Ordinary shares 50 500 405 20 22
Preference A 1000 27 000 000 17 180 000 17 180 000 15,681,046
Preference B 1000 1000000 886 041 £86 041 743,115
Preference C 1000 1000000 175000 175000 199,972
Preference D 1000 1 000,000 1000 000 1000000 1,280,800
Preference E 1000 2 000 000 1000 000 1000 000 1,284,100
Preference F t 000 2 000 000 250 000 250 000 327,375
Preference G 1000 2 000 000 1400 000 1 400 000 2,199,400
Preference H 1000 1 000 000 650 000 650 000 916,370
Balance as at 31 December 22,541,446 22,541,061 22,682,800

No ordinay shares or preference shares were issued dunng the year (2013 1 ordinary share, no preference
shares issued)

Preference shares classes A through G carry the following rights

» At hquidation or redemption, the shareholders are entitled to recewve a preferential distnbution equal to
the GBP eguivalent of the nominal value converted into GBP at the exchange rate prevaiing on the date of
issue of the relevant shares {(“hquidation vaiue'}

« Preference shares carry a share premium At hquidation or redemplion the shareholders of these
preference shares are entifled to recewe the balance of the share premium reserve attached to such
preference shares converted into GBP at the exchange rate prevailing on the date of 1ssue of the relevant
shares

e« The hqudaton value of these preference shares as at year-end 15 GBP 14,575 millhon
(2013 GBP 14,575 milion}, with a USD equivalent of US$22,718 mulion (2013 US$24,094 million)

» In case dividends are declared on the ordmary shares, the preference shares carry a preferential non-
cumulative dividend based on the liquidation vaiue at a rate of LIBOR + 2% where LIBOR 1s the rate
quotled for a 6-month GBPF 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
gividend 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
vohing nghts

Repurchase of Preference Shares
No preference share repurchases have been conducted duning the year
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15 Amounts owed to HSBC undertakings

This note provides information about the contractual terms of the Group’s interest-bearing loans and

borrowings
Due Interest 2014 2013
usso00 Ussooe
Current habthties
Loan from Credival Latinsul SA undated none 195,631 165 631
Amounits due to group companies undated none 253 1780
Balance as at 31 December 195,884 197 411

The interest-free loan with Credival Latinsul SA 1s on demand and has been prowvided in anticipation and
advance of the liguidation 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 returned to the Company

16 Notes on the statement of cash flows

2014 2013
UsS$000 USs000
Non-cash items included in profit before tax
Fixed assets wntten off - 12
Depreciation of fixed assets - 5
Pension costs 15,426 (2711
Net gan on investments in Equity instruments (55,872) (38618)
(40,4436) (41.312)
Change in operating assets
Change in amounts due from HSBC undertakings 17,296 90 577
Change in loans and advances to HSBC undertakings 10,000 -
Change in prepayments and accrued income - 15
Change m other receivables 1 233
27,297 90 825
Change in operating lhiabilities
Change 1n amounts owed to HSBC undertakings (1,527) 1780
Change in accruals 171 70
Change in other habflites (148) {3,681)
{1,504) {1831)
Cash and cash equivalents comprise
Cash at bank with HSBC undenakings 56,908 82 393
Interest and dividends
imterest received 1,457 2,496
Dimidends received 5,612,437 7004 438
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Matunty analysis of assets and habilhities

The foliowing 1s an analysis, by remaining contractual maturiies at the balance sheet date, of asset and
Lhabibty hne items that represent amounts expected to be recovered or settled within one year, and after

more than one year

As at 31 December 2014

Assets

Cash at bank and 1 hand

Amounts due from HSBC undertakings
Loans and advances to HSBC undertakings
Financial investments in HSBC undertakings

Total financial assets

Total non-financial assets

Total assets

Liabihities
Armgunts owed to HSBC undertakings
Acciuals

Total financial habilives

Total non-financial habilities
Total habihities

As at 31 December 2013

Assets

Cash at bank and n hand

Amounis due from HSBC undertakings
Loans and advances to HSBC undenakings
Financial tnvestments 1in HSBC undenakings

Tolal financial assets
Total non-financial assels

Tolal assels

Liabilities
Amounts owed to HSBC undertakings
Accruals

Total financial rabiibes
Total non-financial labilities

Total hatalities

Due within Due after
one year more Total
than one year
US$000 uss000 Uss$000
56,908 - 56,908
67,680 - 67,680
- 3,865,144 3,865,144
124,588 3,865,144 31,989,732
- 55,713,062 55,713,062
124,587 59,578,206 59,702,794
- 195,384 195,844
351 - 351
351 195,884 196,236
- 364 304
351 196,168 196,539
82 393 - 82 393
84 976 - 84 976
5000 5000 10 000
- 5250 120 5250 120
172 369 5255120 5 427 489
54 164,630 54 164 630
172 369 59 439 750 59 592 119
1780 195631 197 411
180 - 180
1960 195,631 197 591
- 148 148
1960 195779 197 739
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18 Risk Management

Systems and procedures are in place in the HSBC Group 1o 1dentify control and report on the major nsks
associated with financial mstruments which include credit, hiquidity and market nsk A Risk Management
Meeting of the Group Management Board, chaired by the Group Chief Risk Officer, is held each month
{except Augus?) to address asset, liability and nsk management 1ssues for the HSBC Group The Risk
Management Meeting sets processes and limits to be applied by HSBC subsidianies, inciuding HSBC Asia
Holdings BV Exposure to these risks 1s monitored by HSBC Holdings plc s Asset and Liabiity Commitiee

Credit Risk

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

Maximum exposure to credit nsk

Casht at bank and in hand

Amounts due from HSBC undertakings
Loans and advances to HS8C undertakings
Financial investments 1in HSBC indertakings
Employee benefits

Liquidity Risk

2014 2013
ussoco US§000
56,908 82 393
67,680 84 976

- 10 000
3,865,144 5250120
241,565 78 064
4,231,297 5505 553

Liguidily nisk 1s the nsk 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 nsk anses from mismatches in the timing of

cash flows

Cash flows payable by the Company under financial habifthes by remarmning contractual matuntres

At 31 December 2014

Due betwean Due between Due after
Due within 3 3and 12 1and5 5 years

uss000 On demand menths months years
Amounts due to HSBC undertakings - - - 155,631
Accruals 87 Z " -
Total 87 - - 185,631

Al 31 December 2013

Due between Due after
Due wathin 3 3and 12 Due beiween 5 years

ussoco months months 1and 5 years
Amounts due to HSBC undertakings - - - 195 631

Accruals 85 Z -
Total 85 - - 195 621

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
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18 Risk Management {continued)

Market Risk

Market risk 1s the risk that movements in market nisk factors including foreign exchange rates and interest
rates will reduce income values Exposure to these rnisks anses from short-term cash balances and funding
positions with HSBC undertakings The objective of the Company's nsk management strategy 15 {o reduce
exposure to these nsks and mnimise volatility in economic income, cash flows and distnbutable reserves
The principal tool for managing this 1s sensitinty analysis of changes in profit before tax to future changes in
the exchange rates or tnterest rate

Foreign currency sensitivity analysis

The Company 1s exposed to foreign currency nisk on assets and habilities that are denominated in a
currency other than the US Dollar The currency giving nise to this nsk is Sterling which amounted to a
US$242 milion asset (2013 US$78 million asset)

The Company's profit before tax would decrease by US$12 7 milhon profit after tax by US510 million
{2013 US$4 mition decrease, profit after tax US3$3 1 million decrease) if the Sterling foreign exchange rate
weakened by 5 per cent relatwe to the US dollar

Foreign currency rate sensitivily analysis has been performed on the net assets foreign exchange nsk
exposure as at the reporting date An upward/downward movement in the USD GBP rate of & per cent has
been assumed If all other vanables are held constant, the information abeve presents the hkely impact on
the Company’s profit

Interest rate sensitivity analysis

The Company held net assets of US$4,759 mithon (2013 US$6,180 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$47 6 million (2013
1JS3$61 8 million) and after tax of US$37 4 million (2013 US$47 4 million)
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19 Reliated party transactions

Balances with related parties

Notas 2014 20132
US$000 USss000
Assets
Cash at bank and in hand' 56,908 823093
Amounts due from HSBC undertakings® 67,680 84 976
Loans and advances to HSBC undertakings® - 10 000
Financial investments’ 16 3,865,144 5250 120
Investments in subsidianes’ 11 55,406,312 54,021 312
Employee benefits® 13 241,565 78,064
Total related party assets 59,637,609 59 526 865
Liabihties
Amounts owed (o HSBC undeﬂaklngs2 195,884 197,411
Total related party habilities 195,384 197 411

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

% These balances are with subsidianes of the Company

*The International Staff Retirement Benefit Scheme entered into swap transactions with HSBC to manage
the inflation and interest rate sensitivity of the habilities and selected assets At 31 December 2014, the
gross notional value of the swaps was US$1 9 billion (2013 US$1 8 bilhon) and the swaps had a net
negative fair value of US$108 million to the scheme (2013 posiive US$353 million)

The above outstanding balances arose in the ordinary course of business and are on substantially the same
terms, including interest rates and secunty, as for comparable transactions with third-party counterparties

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

Dividends recewed

The company received the following dividends from HSBC undertakings

2014 2013
Ordinary shares USsong uUs3e00
The Hongkeng and Shanghat Banking Corporatton 5,513,022 6 059 731
HSBC Bank Bermuda Limited 56,000 584 000
HSBC Software Development {India) Private Limited 21,334 -
HSBC Software Development (Malaysia) Sdn Bhd Limited - 29 350
5,590,356 6 683,081
Preference shares
The Hongkong and Shanghat Banking Corporation 125,647 205,224
Associate
HEBC Saudi Arabia Lirmited 22,081 25605
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20 Related party transactions {continued)

Dividends paid

Dividends of US$5,790 millon were paid during the year to its parent company HSBC Asia Holdings (UK)
Limited (2013 US$ 10,630 million)

21 Contingent habilities and guarantees

There were no contingent llabilities at 31 December 2014 (2013 USSmil)

22 Capital management

In ine with HSBC Group policy, the Company mamntains a strong capital base to support the development
of its business and to meet regulatory capital requirements at all tmes The Company recognises the
impact on shareholder returns of the level of equity capital employed and seeks to mantain a prudent
balance between the advantages and flexibiity 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 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 appropnate amount and mix of
capital required to support planned business growth As part of HSBC’s capital management pelicy, capital
generated in excess of planned requirements s returned to shareholders, normaily by way of dividends

The Company defines capital as total equity, the components of which are set out in the balance sheat

23 Parent undertaking

The Company's immediate and ultimate holding compames are HSBC Asia Holdings (UK) and HSBC
Holdings plc respectively

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

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

HSBC Holdings plc
8 Canada Square
London, E14 5HQ

London, 25 March 2015

R

J Hennity | MacKinnon
]
B J S Mathews* A ! G A Francis
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Supplementary data

Statutory rules as to appropnation of profits

According to Article 12 of the Company's Artictes of Association, profits are at the disposthion of the General
Meeting of Shareholders

Events after the balance sheet date

The Company recewved dividends of US$27 milion from HSBC Bank Bermuda Limited in February 2015
and $1,837 million from The Hongkong and Shangha: Banking Corporation Lid in March 2015

Proposed appropnation of result

Management proposes to carry forward within retained profits the result for the year 2014

Report of the Auditor

The Report of the Auditor ts set forth on the following page
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Independent auditor’s report
To the Board of Directors of HSBC Asia Heldings B V

Report on the financial statements

We have audited the accompanying financial statements 2014 of HSBC Asia Holdings B V ,
Amsterdam, which comprise the statement of financial position as at 31 December 2014, the
statements of comprehensive Income, changes in equity and cash flows for the year then ended
and the notes, compnsing a summary of the significant accounting policies and other
explanatery information

The Board of Directors’ responsibility

The Board of Directors 1s responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the
European Union and with Part 9 of Book 2 of the Netherlands Cwvil Code, and for the
preparation of the management report th accordance with Part 9 of Book 2 of the Netherlands
Cwil Code Furthermore, the Board of Directors is responsible for such internal control as it
determines 15 necessary to enable the preparation of the financial statements that are free from
matenal misstatement, whether due to fraud or error

Auditor’s responsibility

Our responsibility 1s to express an opimion 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 audst to obtamn
reasonable assurance about whether the financial statements are free from rnateral
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 maternal misstatement of the financial
statements, whether due to fraud or error In making those risk 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 in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control An audit also includes evaluating the appropriateness of accounting
pohicies used and the reasonableness of accounting eshmates made by the Board of Directors
as well as evaluating the overall presentation of the financial statements

We beleve that the audit evidence we have obtained is sufficrent and appropriate to provide a
basis for our audit opiicn

HKPMG Accguntar s |V regsiered wih the trade regisier m ihe Hetherlands
uhoe! Aumber 33253683 15 a subsediary of K\PMG Europe LLP and @ member fem
gt the RPMG natwots of moepentent member frma alfilated wrh KPMG
injernatenal Cooparar e { KPMG Inlamatonal} a Swas eray




Opinion

In our opinion, the financial statements give a true and fair view of the financial position of
HSBC Asia Holdings B V as at 31 December 2014 and of its result and its cash fiows for the
year then ended in accordance with International Financial Reporting Standards as adopted by
the European Union and with Part 9 of Book 2 of the Netherlands Civil Code

Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2 383 sub 5 at e and f of the Netherlands Civil
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 Cede, and whether the information as required under Section 2 392 sub 1 atb
- h has been annexed Further, we report that the management report, to the extent we can
assess, 1s consistent with the financial statements as required by Section 2 391 sub 4 of the
Netherlands Civil Code

Amstelveen, March 2015
KPMG Accountants NV

C CJ Segers RA
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