ELECTRONIC TRANSMISSION DISCLAIMER
STRICTLY NOT TO BE FORWARDED TO ANY OTHER PERSONS.

IMPORTANT: You must read the following disclaimer before continuing. The following
disclaimer applies to this electronic transmission and the attached prospectus dated 3 July 2025
(the “document”) relating to Chesnara plc, a company incorporated under the laws of England and
Wales with registered number 04947166 (the “Company”) and you are therefore advised to read
this disclaimer carefully before reading, accessing, reading or making any other use of the attached
document. In accessing the attached document, you agree to be bound by the following terms and
conditions, including any modifications to them from time to time, each time you receive any
information from the Company or any of it subsidiaries (together with the Company, the “Group”) as
a result of such access. The attached document has been published in connection with the rights
issue (the “Rights Issue”) of new ordinary shares of 5 pence each in the capital of the Company
(the “New Ordinary Shares”) and admission of the New Ordinary Shares (nil paid and fully paid) to
the equity shares (commercial companies) category of the Official List maintained by the Financial
Conduct Authority (the “FCA”) and to London Stock Exchange plc for the New Ordinary Shares to
be admitted to trading on its main market for listed securities (“Admission”). You acknowledge that
this electronic transmission and attached document is confidential and is being furnished to you
solely for your information and you agree that you will not forward or deliver the attached document,
electronically or otherwise, to any person or reproduce, download or publish the attached document
in any manner whatsoever.

SUBJECT TO LIMITED EXCEPTIONS, THIS ELECTRONIC TRANSMISSION AND THE
ATTACHED DOCUMENT MAY ARE NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN
OR INTO THE UNITED STATES. ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF
THE ATTACHED DOCUMENT IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO
COMPLY WITH THIS NOTICE MAY RESULT IN A VIOLATION OF THE US SECURITIES ACT OF
1933, AS AMENDED (THE “US SECURITIES ACT”), OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS. NOTHING IN THIS ELECTRONIC TRANSMISSION AND THE ATTACHED
DOCUMENT CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN ANY JURISDICTION
WHERE IT IS UNLAWFUL TO DO SO.

THE NIL PAID RIGHTS, THE FULLY PAID RIGHTS, THE SHARES REFERRED TO HEREIN AND
THE PROVISIONAL ALLOTMENT LETTERS HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE US SECURITIES ACT OR WITH ANY SECURITIES REGULATORY
AUTHORITY OF ANY OTHER JURISDICTION AND MAY NOT BE OFFERED, SOLD, TAKEN UP,
EXERCISED, RESOLD, PLEDGED OR OTHERWISE TRANSFERRED EXCEPT (EXCEPT
PURSUANT TO AN APPLICABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS
OF THE US SECURITIES ACT. THERE WILL BE NO PUBLIC OFFER OF THE NIL PAID
RIGHTS, THE FULLY PAID RIGHTS OR THE SHARES REFERRED TO HEREIN OR THE
PROVISIONAL ALLOTMENT LETTERS IN THE UNITED STATES. SUBJECT TO LIMITED
EXCEPTIONS, THE RIGHTS ISSUE DESCRIBED IN THIS DOCUMENT IS NOT BEING MADE
TO SHAREHOLDERS OR INVESTORS IN THE UNITED STATES.

Neither the attached document nor any part or copy may be taken or transmitted, directly or
indirectly, into Australia, Canada, Japan or the Republic of South Africa or to any national, resident
or citizen thereof, or any jurisdiction where such distribution is unlawful.

This electronic transmission, the attached document and the Rights Issue when made are being
distributed only to and directed at: (i) persons in member states of the European Economic Area
("EEA”) who are “qualified investors” (“Qualified Investors”) within the meaning of article 2(e) of
Regulation (EU) 2017/1129 (the “EU Prospectus Regulation”); and (ii) persons in the United
Kingdom that are “qualified investors” within the meaning of the UK version of the EU Prospectus
Regulation which forms part of UK domestic law pursuant to the European Union (Withdrawal) Act
2018 and are persons: (a) who have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion)
Order 2005 as amended (the “Order”) (investment professionals); (b) who fall within Article 49(2)(a)
to (d) of the Order (high net worth companies, unincorporated associations etc.); or (¢) to whom
they may otherwise be lawfully distributed (all such persons in (a), (b) and (c) together being
referred to as “Relevant Persons”).



Confirmation of Your Representation: Any person who is not a Qualified Investor or a Relevant
Person should not act or rely on the information contained in this electronic transmission and the
attached document. If you are in any doubt as to the matters contained in this electronic
transmission and the attached document (including whether you fall within the definitions of
Qualified Investor or Relevant Person), you should consult an authorised person specialising in
advising on investments of the kind contained in this electronic transmission and the attached
document. Any investment or investment activity to which this electronic transmission and the
attached document relate is available only to Qualified Investors in the EEA and Relevant Persons
in the United Kingdom and will be engaged in only with Qualified Investors in the EEA and Relevant
Persons in the United Kingdom. By accepting receipt of this electronic transmission and the
attached document, each recipient is deemed to confirm, represent and warrant to the Company
and RBC Europe Limited (“RBC”) and ABN AMRO Bank N.V. ("ABN AMRO” and RBC together the
“Underwriters”) and Panmure Liberum Limited that they are a Relevant Person or a Qualified
Investor. Persons into whose possession the attached document comes should inform themselves
about and observe any such restrictions. Any failure to comply with such restrictions may constitute
a violation of the securities laws of any such jurisdiction.

Restriction: This document should not be construed as any offer or invitation to subscribe for any
securities in the Company or securities in any other entity nor should it or any part of it nor the fact
of its distribution form the basis of, or be relied on, in connection with any contract or investment
decision in relation thereto. Certain information contained in the attached document may constitute
“inside information” (within the meaning of the Market Abuse Regulation as it forms part of UK law
by virtue of the European Union (Withdrawal) Act 2018 (the “MAR”)) relating to the Company or its
securities. Misuse of the Inside Information (including, but not limited to, disclosure and dealing on
the basis of this information) constitutes market abuse under the MAR and may amount to the
criminal offence of insider dealing under the Criminal Justice Act 1993.

The attached document has been made available to you in an electronic form. You are reminded
that documents transmitted via this medium may be altered or changed during the process of
electronic transmission and consequently none of the Company, the Underwriters or any of their
respective affiliates, directors, officers, employees, advisers or agents accepts any liability or
responsibility whatsoever in respect of any difference between the document distributed to you in
electronic format and any hard copy version. By accessing the linked or attached document, you
consent to receiving it in electronic form. A hard copy of the document will be made available to
you only upon request. that you are a person into whose possession this document may be lawfully
delivered in accordance with the laws of the jurisdiction in which you are located and you may not,
nor are you authorised to, deliver this document, electronically or otherwise, to any other person.

You are responsible for protecting against viruses and other destructive items. Your receipt
of this document via electronic transmission is at your own risk and it is your responsibility to take
precautions to ensure that it is free from viruses and other items of a destructive nature.

None of the Joint Bookrunners or any of their respective affiliates, directors, officers, or agents
accepts any responsibility whatsoever for the contents of the attached document or for any
statement made or purported to be made by it, or on its behalf, in connection with the Company or
the Rights Issue. Apart from the responsibilities and liabilities, if any, which may be imposed on the
Joint Bookrunners by FSMA or the regulatory regime established thereunder or under the regulatory
regime of any jurisdiction where exclusion of liability under the relevant regulatory regime would be
illegal, void or unenforceable, none of the Joint Bookrunners accepts any responsibility whatsoever
for, or makes any representation or warranty, express or implied, as to, the accuracy, completeness
or verification of the contents of the attached document or for any other statement made or
purported to be made by it, or on its behalf, in connection with the Company, the New Ordinary
Shares or the Rights Issue and nothing in the attached document will be relied upon as a promise
or representation in this respect, whether as to the past or future. Each of the Joint Bookrunners
accordingly disclaims, to the fullest extent permitted by applicable law, all and any responsibility or
liability, whether arising in tort, contract or otherwise (save as referred to above), which it might
otherwise have in respect of the attached document or any such statement.

The attached document does not constitute a prospectus but an advertisement for the purposes of
the Prospectus Regulation Rules, and has been prepared solely in connection with the proposed
Rights Issue and Admission. The final prospectus in connection with the Rights Issue and
Admission will be published in due course. Although it is intended that the final prospectus will be



approved by the FCA, the attached document has not been so approved. Similarly, although it is
intended that the final prospectus will be made available to the public in accordance with the
Prospectus Regulation Rules, the attached document has not been so made available. You should
not subscribe for any securities in the Company except on the basis of information contained in the
final form of the prospectus, expected to be published on or around 3 July 2025. Copies of the
prospectus will, following publication, be available from the registered office of the Company and on
its website at https://www.chesnara.co.uk/investors.

THE ATTACHED DOCUMENT CONTAINS INFORMATION THAT IS SUBJECT TO COMPLETION
AND CHANGE. NO OFFER OF SECURITIES WILL BE MADE AND NO INVESTMENT DECISION
SHOULD BE MADE ON THE BASIS OF THIS DOCUMENT ALONE, BUT ONLY ON THE BASIS
OF THIS DOCUMENT AS FINALISED AND COMPLETED BY THE RELEVANT PRICING
NOTIFICATION.

RBC Europe Limited (“RBC”) is authorised by the PRA and regulated in the United Kingdom by the
FCA and the PRA. RBC is acting solely for the Company and no one else in connection with this
document, the Rights Issue and Admission and will not regard any other person (whether or not a
recipient of this document) as a client in connection with this document, the Rights Issue or
Admission and will not be responsible to anyone other than the Company for providing the
protections afforded to clients of RBC nor for providing advice in relation to this document, the
Rights Issue or Admission. Neither RBC nor any of its respective subsidiaries, branches or affiliates
owe or accept any duty, liability or responsibility whatsoever (whether direct or indirect, whether in
contract, in tort, under statute or otherwise) to any person who is not a client of RBC, in connection
with this document, the Rights Issue, Admission, the contents of this document or any other
transaction, arrangement or other matter referred to in this document.

ABN AMRO Bank N.V. ("ABN AMRO”, and together with RBC, the “Underwriters”) is regulated by
the European Central Bank in close cooperation with the Dutch Central Bank (De Nederlandsche
Bank) and the Dutch Authority for the Financial Markets (Autoriteit Financiéle Markten) in the
Netherlands. ABN AMRO is acting solely for the Company and no one else in connection with this
document, the Rights Issue and Admission and will not regard any other person (whether or not a
recipient of this document) as a client in connection with this document, the Rights Issue or
Admission and will not be responsible to anyone other than the Company for providing the
protections afforded to clients of ABN AMRO nor for providing advice in relation to this document,
the Rights Issue or Admission. Neither ABN AMRO nor any of its respective subsidiaries, branches
or affiliates owe or accept any duty, liability or responsibility whatsoever (whether direct or indirect,
whether in contract, in tort, under statute or otherwise) to any person who is not a client of ABN
AMRO, in connection with this document, the Rights Issue, Admission, the contents of this
document or any other transaction, arrangement or other matter referred to in this document.

Panmure Liberum Limited (“Panmure Liberum”, and together with RBC and ABN AMRO, the ‘Joint
Bookrunners”) is authorised and regulated in the United Kingdom by the FCA. Panmure Liberum is
acting solely for the Company and no one else in connection with this document, the Rights Issue
and Admission and will not regard any other person (whether or not a recipient of this document)
as a client in connection with this document, the Rights Issue and Admission and will not be
responsible to anyone other than the Company for providing the protections afforded to clients of
Panmure Liberum nor for providing advice in relation to this document, the Rights Issue and
Admission. Neither Panmure Liberum nor any of its respective subsidiaries, branches or affiliates
owe or accept any duty, liability or responsibility whatsoever (whether direct or indirect, whether in
contract, in tort, under statute or otherwise) to any person who is not a client of Panmure Liberum,
in connection with this document, the Rights Issue, the Acquisition, Admission, the contents of this
document or any other transaction, arrangement or other matter referred to in this document.

3 July 2025



https://www.chesnara.co.uk/investors

THIS DOCUMENT AND ANY ACCOMPANYING DOCUMENTS ARE IMPORTANT AND REQUIRE
YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take, you are recommended to seek
your own personal financial advice immediately from your stockbroker, bank, solicitor,
accountant, fund manager or other appropriate independent financial adviser who is
authorised under the Financial Services and Markets Act 2000 (as amended) (“FSMA”) if
you are resident in the United Kingdom (the “UK”), or, if you are not, from another
appropriately authorised independent financial adviser.

This document has been drawn up as part of a simplified prospectus in accordance with Article 14
of the UK version of the Prospectus Regulation (Regulation (EU) 2017/1129), as amended, which is
part of UK law by virtue of the European Union (Withdrawal) Act 2018 (the “UK Prospectus
Regulation”), relating to Chesnara plc (the “Company”) prepared in accordance with the Prospectus
Regulation Rules of the Financial Conduct Authority (the “FCA”) under Section 73A of FSMA (the
“Prospectus Regulation Rules”). This document has been approved by the FCA in accordance
with Section 85 of FSMA, which will be made available to the public and filed with the FCA in
accordance with the Prospectus Regulation Rules.

This prospectus has been approved by the FCA as competent authority under the UK Prospectus
Regulation. The FCA only approves this prospectus as meeting the standards of completeness,
comprehensibility and consistency imposed by the UK Prospectus Regulation and such approval
shall not be considered as an endorsement of the issuer that is the subject of this prospectus or of
the quality of the securities that are the subject of this prospectus. Investors should make their own
assessment as to the suitability of investing in the New Ordinary Shares.

This document together with the documents incorporated into it by reference (as set out in
Part XVIII (Documents Incorporated by Reference) of this document) will be made available to the
public, free of charge, at www.chesnara.co.uk/investors and at the Company’s registered office at
2nd Floor, Building 4, West Strand Business Park, West Strand Road, Preston, Lancashire,
PR1 8UY.

CHESNARA PLC

(Incorporated under the Companies Act 1985 and registered in England
and Wales with registered number 04947166)

10 for 19 Rights Issue of 79,539,337 New Ordinary Shares
at 176 pence per New Ordinary Share

Sponsor, Global Coordinator, Joint Bookrunner and Underwriter
RBC EUROPE LIMITED

Joint Bookrunner and Underwriter

ABN AMRO BANK N.V.

Joint Bookrunner

PANMURE LIBERUM LIMITED

Subject to the restrictions set out below, if you sell or have sold or have otherwise transferred all of
your Ordinary Shares (other than ex-rights) held in certificated form before 8.00 a.m. (London time)
on 8 July 2025 (the “Ex-Rights Date”) please send this document, together with any Provisional
Allotment Letter, if and when received, at once to the purchaser or transferee or to the bank,
stockbroker or other agent through whom the sale or transfer was effected for delivery to the
purchaser or transferee. None of these documents should, however, be sent to any jurisdiction
where to do so might constitute a violation of local securities laws or regulations, including but not
limited to the United States or any of the Excluded Territories. If you sell or have sold or have
otherwise transferred all or some of your Existing Ordinary Shares (other than ex-rights) held in
uncertificated form before the Ex-Rights Date, a claim transaction will automatically be generated by
Euroclear which, on settlement, will transfer the appropriate number of Nil Paid Rights to the
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purchaser or transferee. If you sell or have sold or otherwise transferred only part of your holding of
Existing Ordinary Shares (other than ex-rights) held in certificated form before the Ex-Rights Date,
you should refer to the instruction regarding split applications in Part VIl (Terms and Conditions of
the Rights Issue) of this document and in the Provisional Allotment Letter.

The distribution of this document, the Provisional Allotment Letter and the transfer of Nil
Paid Rights, Fully Paid Rights and New Ordinary Shares into jurisdictions other than the
United Kingdom may be restricted by law and therefore persons into whose possession this
document comes should inform themselves about and observe any such restrictions. Any
failure to comply with any such restrictions may constitute a violation of the securities laws
or regulations of such jurisdictions. In particular, subject to certain exceptions, this
document, the enclosures and the Provisional Allotment Letter and any other such
documents should not be distributed, forwarded to or transmitted in or into the United
States or any Excluded Territory.

This document does not constitute an invitation or offer to sell or the solicitation of an
invitation or an offer to buy New Ordinary Shares or to take up entitlements to Nil Paid
Rights or Fully Paid Rights in any jurisdiction in which such offer or solicitation is unlawful.

The directors of the Company (the “Directors”’), whose names appear on page 43 of this
document, and the Company accept responsibility for the information contained in this document. To
the best of the knowledge of the Directors and the Company, the information contained in this
document is in accordance with the facts and this document makes no omission likely to affect its
import.

Prospective investors should read the whole of this document, any accompanying document
and any documents incorporated by reference prior to making any investment decision. In
particular, your attention is drawn to the letter from the Chair of Chesnara plc, which is set
out in Part VIl (Letter from the Chair) of this document. Your attention is also drawn to the
risk factors set out in Part Il (Risk Factors) of this document for a discussion of certain
factors which should be taken into account when considering the matters referred to in this
document and deciding whether or not to purchase the Nil Paid Rights, the Fully Paid
Rights or the New Ordinary Shares.

The Existing Ordinary Shares are admitted to the equity shares (commercial companies) category of
the Official List maintained by the FCA (the “Official List”), and to trading on the London Stock
Exchange’s main market for listed securities. Applications will be made to the FCA for the New
Ordinary Shares to be admitted to listing on the equity shares (commercial companies) category of
the Official List and to the London Stock Exchange for the New Ordinary Shares to be admitted to
trading on the London Stock Exchange’s main market for listed securities (together “Admission of
the New Ordinary Shares”). It is expected that the Rights (Nil and Fully Paid) will be admitted to
trading on a multi-lateral trading facility of the London Stock Exchange (“Admission of the Rights
(Nil and Fully Paid)”). It is expected that Admission of the New Ordinary Shares and Admission of
the Rights (Nil and Fully Paid) (together “Admission”) will become effective at 8.00 a.m. on
8 July 2025, that dealings in the Rights (Nil and Fully Paid) will commence as soon as possible
after 8.00 am on that date, and that dealings in the New Ordinary Shares (fully paid) will commence
on the London Stock Exchange at the time and date shown in the Expected Timetable of Principal
Events set out in this document.

The latest time and date for acceptance and payment in full under the Rights Issue is
11.00 a.m. on 22 July 2025. The procedures for acceptance and payment are set out in
Part VIl (Terms and Conditions of the Rights Issue) of this document and (for Qualifying
Non-CREST Shareholders other than, subject to certain exceptions, those with registered
addresses in the Excluded Territories only) also in the Provisional Allotment Letter.

Qualifying CREST Shareholders who are CREST sponsored members should refer to their CREST
sponsors regarding the action to be taken in connection with this document and the Rights Issue.

RBC Europe Limited (“RBC”) is authorised by the PRA and regulated in the United Kingdom by the
FCA and the PRA. RBC is acting solely for the Company and no one else in connection with this
document, the Rights Issue, the Acquisition and Admission and will not regard any other person
(whether or not a recipient of this document) as a client in connection with this document, the
Rights Issue, the Acquisition or Admission and will not be responsible to anyone other than the



Company for providing the protections afforded to clients of RBC nor for providing advice in relation
to this document, the Rights Issue, the Acquisition or Admission. Neither RBC nor any of its
respective subsidiaries, branches or affiliates owe or accept any duty, liability or responsibility
whatsoever (whether direct or indirect, whether in contract, in tort, under statute or otherwise) to any
person who is not a client of RBC, in connection with this document, the Rights Issue, the
Acquisition, Admission, the contents of this document or any other transaction, arrangement or other
matter referred to in this document.

ABN AMRO Bank N.V. ("ABN AMRO”, and together with RBC, the “Underwriters”) is regulated by
the European Central Bank in close cooperation with the Dutch Central Bank (De Nederlandsche
Bank) and the Dutch Authority for the Financial Markets (Autoriteit Financiéle Markten) in the
Netherlands. ABN AMRO is acting solely for the Company and no one else in connection with this
document, the Rights Issue and Admission and will not regard any other person (whether or not a
recipient of this document) as a client in connection with this document, the Rights Issue or
Admission and will not be responsible to anyone other than the Company for providing the
protections afforded to clients of ABN AMRO nor for providing advice in relation to this document,
the Rights Issue or Admission. Neither ABN AMRO nor any of its respective subsidiaries, branches
or affiliates owe or accept any duty, liability or responsibility whatsoever (whether direct or indirect,
whether in contract, in tort, under statute or otherwise) to any person who is not a client of ABN
AMRO, in connection with this document, the Rights Issue, Admission, the contents of this
document or any other transaction, arrangement or other matter referred to in this document.

Panmure Liberum Limited (“Panmure Liberum”, and together with RBC and ABN AMRO, the ‘Joint
Bookrunners”) is authorised and regulated in the United Kingdom by the FCA. Panmure Liberum is
acting solely for the Company and no one else in connection with this document, the Rights Issue
and Admission and will not regard any other person (whether or not a recipient of this document)
as a client in connection with this document, the Rights Issue and Admission and will not be
responsible to anyone other than the Company for providing the protections afforded to clients of
Panmure Liberum nor for providing advice in relation to this document, the Rights Issue and
Admission. Neither Panmure Liberum nor any of its respective subsidiaries, branches or affiliates
owe or accept any duty, liability or responsibility whatsoever (whether direct or indirect, whether in
contract, in tort, under statute or otherwise) to any person who is not a client of Panmure Liberum,
in connection with this document, the Rights Issue, Admission, the contents of this document or any
other transaction, arrangement or other matter referred to in this document.

Apart from the responsibilities and liabilities, if any, which may be imposed on the Joint
Bookrunners by FSMA or the regulatory regime established under FSMA or under the regulatory
regime of any jurisdiction where the exclusion of liability under the relevant regulatory regime would
be illegal, void or unenforceable, none of the Joint Bookrunners nor any of their respective affiliates,
directors, officers, employees or advisers assumes any responsibility whatsoever for, or makes any
representation or warranty, express or implied, in relation to the contents of this document, including
its accuracy, completeness, verification, fairness or sufficiency or regarding the legality of any
investment in the Nil Paid Rights, the Fully Paid Rights, or the New Ordinary Shares by any person
under the laws applicable to such person or for any other statement made or purported to be made
by them or on their behalf in connection with the Company, the Nil Paid Rights, the Fully Paid
Rights, the New Ordinary Shares, the Rights Issue or the Acquisition and nothing contained in this
document is, or shall be, relied on as a promise or representation in this respect, whether as to the
past or the future. Each of the Joint Bookrunners and their respective affiliates, directors, officers,
employees and advisers accordingly disclaim, to the fullest extent permitted by applicable law, all
and any responsibility and liability whatsoever, whether arising in tort, contract or otherwise, which
they might otherwise be found to have in respect of this document or any such statement.

The Rights Issue is fully underwritten by the Underwriters in accordance with the terms and subject
to the conditions of the Underwriting Agreement. The Underwriters’ obligations under the
Underwriting Agreement are conditional upon certain matters being satisfied or not breached prior to
Admission. If these conditions are not satisfied or (where permitted) waived by Admission, the
Underwriting Agreement will terminate. After Admission, the Underwriters have no right to unilaterally
terminate the Underwriting Agreement.

In connection with the Rights Issue, the Joint Bookrunners and any of their affiliates may, in
accordance with applicable legal and regulatory provisions, take up a portion of the Nil Paid Rights,
the Fully Paid Rights and the New Ordinary Shares as a principal position and in that capacity may



retain, purchase or sell for their own account such securities and related or other securities and
instruments and may engage in transactions in relation to the Nil Paid Rights, the Fully Paid Rights,
the New Ordinary Shares and/or related securities and instruments for their own account otherwise
than in connection with the Rights Issue. Accordingly, references in this document to Nil Paid
Rights, Fully Paid Rights and New Ordinary Shares being offered or placed should be read as
including any offering or placement of Nil Paid Rights, Fully Paid Rights and New Ordinary Shares
to the Joint Bookrunners or any of their affiliates acting in such capacity. In addition, certain of the
Joint Bookrunners or their affiliates may enter into financing arrangements (including margin loans)
with investors in connection with which such Joint Bookrunners (or their affiliates) may from time to
time acquire, hold or dispose of Nil Paid Rights, Fully Paid Rights and New Ordinary Shares.
Except as required by applicable law or regulation, the Joint Bookrunners do not propose to make
any public disclosure in relation to such transactions.

Further to any contractual obligations that may be in place between the Company and the
Underwriters, in the event that the Underwriters or their respective affiliates subscribe for New
Ordinary Shares which are not taken up by Qualifying Shareholders, the Underwriters and their
respective affiliates may for a limited period co-ordinate disposals of such shares in accordance
with applicable law and regulation. Except as required by applicable law or regulation, the
Underwriters and their respective affiliates do not propose to make any public disclosure in relation
to such transactions.

The Joint Bookrunners and their respective affiliates have from time to time engaged in, and may in
the future engage in, various commercial banking, investment banking and financial advisory
transactions and services in the ordinary course of their business with the Company. They have
received and will receive customary fees and commissions for these transactions and services.
Certain of the Joint Bookrunners or their affiliates are, or may in the future be, lenders, and in some
cases agents or managers for the lenders, under certain of the Chesnara Group’s credit facilities
(including the Amended RCF) and other credit arrangements or its affiliates. In their capacity as
lenders, such lenders may, in the future, seek a reduction of a loan commitment to the Company or
its affiliates, or impose incremental pricing or collateral requirements with respect to such facilities or
credit arrangements, in the ordinary course of business. In addition, certain of the Joint Bookrunners
or their affiliates that have a lending relationship with the Company may routinely hedge their credit
exposure to the Company consistent with their customary risk management policies. A typical
hedging strategy would include these Joint Bookrunners or their affiliates hedging such exposure by
entering into transactions which consist of either the purchase of credit default swaps or the
creation of short positions in the Company’s securities. In the ordinary course of their various
business activities, the Joint Bookrunners and their respective affiliates may hold a broad array of
investments and actively trade debt and equity securities (or related derivative securities) and
financial instruments (which may include bank loans and/or credit default swaps) in the Company
and its affiliates for their own account and for the accounts of their customers and may at any time
hold long and short positions in such securities and instruments.

This document does not constitute an offer to sell or issue, or a solicitation of an offer to buy,
Ordinary Shares or to take up entitlements to Nil Paid Rights and/or Fully Paid Rights in any
jurisdiction in which such offer or solicitation would be unlawful. All Overseas Shareholders with a
registered address in the United States or in any of the Excluded Territories and any person
(including, without limitation, a nominee or trustee) who has a contractual or legal obligation to
forward this document or any Provisional Allotment Letter, if received, or other document to any
jurisdiction outside the United Kingdom should read paragraph 7 of Part VIII (Terms and Conditions
of the Rights Issue) of this document. Prospective investors must comply with all applicable laws
and regulations in force in any applicable jurisdiction, and must obtain any consent, approval or
permission required for the purchase, offer or sale of the Nil Paid Rights, Fully Paid Rights and/or
New Ordinary Shares under the laws and regulations in force in the jurisdiction to which such
prospective investor is subject or in which such prospective investor makes such purchase, offer or
sale, and none of the Company, the Joint Bookrunners or their respective employees, agents or
representatives will have any responsibility therefor.

No statement in this document or incorporated by reference into this document is intended as a
profit forecast or profit estimate for any period and no statement in this document or incorporated
by reference into this document should be interpreted to mean that earnings, earnings per share,



revenue growth, net assets or cash flow will necessarily be greater or lesser than those for the
relevant preceding financial periods for the Company.

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES

Neither the U.S. Securities and Exchange Commission nor any state securities commission has
approved or disapproved of these securities or determined if this document is truthful or complete.
Any representation to the contrary is a criminal offense.

The securities have not been and will not be registered under the U.S. Securities Act of 1933, as
amended (the “U.S. Securities Act”). The securities are subject to restrictions on transferability and
resale and may not be transferred or resold, except as permitted under the U.S. Securities Act
pursuant to registration or an exemption therefrom.

INFORMATION TO DISTRIBUTORS

Solely for the purposes of the product governance requirements of Chapter 3 of the FCA Handbook
Product Intervention and Product Governance Sourcebook (the “UK Product Governance
Requirements”), and disclaiming all and any liability, whether arising in tort, contract or otherwise,
which any “manufacturer” (for the purposes of the UK Product Governance Requirements) may
otherwise have with respect thereto, the New Ordinary Shares have been subject to a product
approval process, which has determined that the New Ordinary Shares are: (a) compatible with an
end target market of retail investors and investors who meet the criteria of professional clients and
eligible counterparties, each as defined in Chapter 3 of the FCA Handbook Conduct of Business
Sourcebook; and (b) eligible for distribution through all permitted distribution channels (the “Target
Market Assessment’).

Notwithstanding the Target Market Assessment, “distributors” (for the purposes of the UK Product
Governance Requirements) should note that: the price of the New Ordinary Shares may decline and
investors could lose all or part of their investment; the New Ordinary Shares offer no guaranteed
income and no capital protection; and an investment in the New Ordinary Shares is compatible only
with investors who do not need a guaranteed income or capital protection, who (either alone or in
conjunction with an appropriate financial or other adviser) are capable of evaluating the merits and
risks of such an investment and who have sufficient resources to be able to bear any losses that
may result therefrom. The Target Market Assessment is without prejudice to any contractual, legal or
regulatory selling restrictions in relation to the offer of New Ordinary Shares. Furthermore, it is noted
that, notwithstanding the Target Market Assessment, the Joint Bookrunners will only procure
investors who meet the criteria of professional clients and eligible counterparties.

For the avoidance of doubt, the Target Market Assessment does not constitute: (i) an assessment
of suitability or appropriateness for the purposes of Chapters 9A or 10A, respectively, of the FCA
Handbook Conduct of Business Sourcebook; or (i) a recommendation to any investor or group of
investors to invest in, or purchase, or take any other action whatsoever with respect to, the New
Ordinary Shares. Each distributor is responsible for undertaking its own target market assessment in
respect of the New Ordinary Shares and determining appropriate distribution channels.

NOTICE TO ALL INVESTORS

Any reproduction or distribution of this document or the Provisional Allotment Letters, in whole or in
part, and any disclosure of its contents or use of any information for any purpose other than in
considering an investment in the Nil Paid Rights, the Fully Paid Rights or the New Ordinary Shares
is prohibited. By accepting delivery of this document, each offeree of the Nil Paid Rights, the Fully
Paid Rights and/or the New Ordinary Shares agrees to the foregoing.

The contents of this document are not to be construed as legal, business or tax advice. Each
prospective investor should consult their own legal adviser, financial adviser or tax adviser for legal,
financial or tax advice.

None of the Company, the Joint Bookrunners, nor any of their respective representatives, is making
any representation to any offeree or purchaser of the New Ordinary Shares regarding the legality of
an investment in the New Ordinary Shares by such offeree or purchaser under the laws applicable
to such offeree or purchaser. Each prospective investor should consult their own legal adviser,
business adviser, financial adviser or tax adviser for legal, financial, business or tax advice in
connection with the purchase of the New Ordinary Shares. In making an investment decision, each
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investor must rely on their own examination, analysis and enquiry of the Company and the terms of
the Rights Issue, including the merits and risks involved.

Investors also acknowledge that: (i) they have not relied on the Joint Bookrunners (or any of their
affiliates) in connection with any investigation of the accuracy of any information contained in or
incorporated by reference into this document or their investment decision; (ii) they have relied only
on the information contained in or incorporated by reference into this document in making their
relevant decision; and (iii) no person has been authorised to give any information or to make any
representation concerning the Company, any other member of the Chesnara Group, the Nil Paid
Rights, Fully Paid Rights, New Ordinary Shares, the Rights Issue or the Acquisition (other than as
contained in or incorporated by reference into this document) and, if given or made, any such other
information or representation should not be relied upon as having been authorised by the Company
or the Joint Bookrunners (or any of their affiliates).

Neither the delivery of this document nor any acquisition or sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the Company
since the date of this document or that the information in this document is correct at any time after
this date.

Capitalised terms have the meanings ascribed to them, and certain technical terms are explained, in
Part XIX (Definitions) of this document.



WHERE TO FIND HELP

Part IX (Questions and Answers regarding the Rights Issue) of this document answers some of the
questions most often asked by Shareholders about rights issues. If you have any further questions,
please call MUFG Corporate Markets Customer Support Centre on 0371 664 0321. Calls are
charged at the geographic standard rate and will vary by provider. Calls outside the United Kingdom
will be charged at the applicable international rate. The helpline is open between 9.00 am and
5.30 pm, Monday to Friday excluding public holidays in England and Wales. Please note that MUFG
Corporate Markets cannot provide any advice on the merits of the Rights Issue or provide financial,
legal or tax advice and calls may be recorded and monitored for security and training purposes.

This document is dated 3 July 2025.
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1.2

1.3

1.4

1.5

PART |

SUMMARY

INTRODUCTIONS AND WARNINGS
Details of the issuer

The issuer is Chesnara plc, a public limited company incorporated in England and Wales with
registered number 04947166. The registered and head office of the issuer is at 2nd Floor, Building
4, West Strand Business Park, West Strand Road, Preston, Lancashire, PR1 8UY. The issuer’s
telephone number is +44 (0)1772 972 050 and its Legal Entity Identifier (“LEI") is
213800VFRMBRTSZ3SJ06.

Details of the securities

On Admission, the New Ordinary Shares will be registered with an ISIN of GBOOBOOFPT80 and a
SEDOL of BOOFPT8. The ISIN for the Nil Paid Rights will be GBOOBROW1Q72 and the SEDOL
will be BROW1Q7. The ISIN for the Fully Paid Rights will be GBOOBROW1R89 and the SEDOL will
be BROW1R8. The New Ordinary Shares will be traded on the main market of the London Stock
Exchange under the ticker symbol “CSN”.

Details of the competent authority approving this document

This document has been approved by the FCA, as competent authority, with its head office at 12
Endeavour Square, London, E20 1JN and its telephone number is +44 (0)20 7066 1000, in
accordance with Regulation (EU) 2017/1129 as it forms part of UK law by virtue of the European
Union (Withdrawal) Act 2018 (‘EUWA).

Date of approval of the Prospectus
3 July 2025.

Warnings

This summary has been prepared in accordance with Article 7 of the UK Prospectus Regulation
and should be read as an introduction to this document. Any decision to invest in the Nil Paid
Rights, Fully Paid Rights and/or New Ordinary Shares should be based on a consideration of this
document as a whole by the investor. If the investor decides to invest in the securities, all or part
of their invested capital could be lost. Civil liability attaches only to those persons who have tabled
the summary including any translation thereof, but only where the summary is misleading,
inaccurate or inconsistent when read together with the other parts of this document, or where it
does not provide, when read together with the other parts of this document, key information in
order to aid in considering whether to invest in the Nil Paid Rights, Fully Paid Rights and/or New
Ordinary Shares.

KEY INFORMATION ON THE ISSUER
Who is the issuer of the securities?

2.1.1 Domicile, legal form, LEI, jurisdiction of incorporation and country of operation: The
Company was incorporated on 29 October 2003 as a public limited company under the
company name PINCO 2042 plc, with registered number 04947166. On 22 December
2003, the Company changed its name from PINCO 2042 plc to Chesnara plc. The LEI of
the Company is 213800VFRMBRTSZ3SJ06. The Company’s domicile is the UK and it
operates under the laws of England and Wales.

2.1.2 Principal Activity: The Company is a European life and pensions consolidator listed on the
London Stock Exchange since 2004. The principal legislation under which the Company
operates is the Companies Act 2006 (the “Companies Act’) and the regulations made
thereunder. It administers approximately one million life and pensions policies and operates
as Countrywide Assured plc in the UK, the Waard Group and Scildon in the Netherlands,
and as Movestic in Sweden.

2.1.83 Major Shareholders: Insofar as has been notified to the Company in accordance with
Rule 5 of the Disclosure Guidance and Transparency Rules the names of the persons who,
directly or indirectly, have an interest in 3% or more of the Company’s issued share capital,



2.2

What i
2.2.1

and their respective interests, as at 2 July 2025 (being the latest practicable date prior to

the date of this document (the “Latest Practicable Date”) are as follows:

Percentage of

Number of total voting
Ordinary rights in
Name of shareholder Shares held Company
Aberdeen plc 26,410,406 17.48*
Columbia Threadneedle Investments 17,839,143 11.81
Hargreaves Lansdown Asset Mgt 13,748,381 9.10
M&G Investments 8,700,317 5.76
Royal London Asset Mgt 5,631,863 3.73
Janus Henderson Investors 5,227,132 3.46
Dimensional Fund Advisors 4,557,161 3.02
Halifax Share Dealing 4,532,487 3.00

* Of the total Aberdeen plc shareholding of 17.48% (as at 30 May 2025), 8.36% is held by Interactive Investor.

Key Managing directors: The Executive Directors are Steven Murray
Executive Officer) and Tom Howard (Group Chief Financial Officer).

(Group Chief

Statutory auditor: Deloitte LLP is the statutory auditor of the Company and is registered to
carry out audit work in the UK and Ireland by the Institute of Chartered Accountants in
England and Wales. Its business address is 1 City Square Leeds LS1 2AL, United
Kingdom and it has no material interest in the Company or the Chesnara Group.

s the key financial information regarding the issuer?
Selected historical key financial information for the Chesnara Group:

The tables below set out selected historical financial information for the Chesnara Group as

at and for the year ended 31 December 2024.

Summary consolidated statement of comprehensive income

Total revenue net of investment result

Other operating expenses

Financing costs

Profit arising on business combinations and portfolio acquisitions

Profit/(loss) before income taxes
Income tax credit

Profit/(loss) for the period

Foreign exchange translation differences
Revaluation of pension obligations after tax
Revaluation of land and building

Total comprehensive income/(expense) for the period

Summary consolidated balance sheet

Intangible assets

Financial investments
Cash and cash equivalents
Other assets

Total assets

Insurance contract liabilities
Investment contracts at fair value through profit or loss

10

Year ended
31 December
2024

£m

165.5
(133.6)
(11.1)

20.8
(16.9)

3.9
(15.3)

0.4
(11.0)

Year ended
31 December
2024

£fm

87.2
12,116.7
138.0
413.2

12,7551

4,099.1
6,116.7
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Year ended
31 December

2024

£m

Borrowings 204.8
Other liabilities 2,020.1
Total Liabilities 12,440.7
Net assets 314.4

This financial information has been extracted without material adjustment from the audited
consolidated financial statements for the Chesnara Group as at and for the financial year
ended 31 December 2024, which has been incorporated by reference in this document.

Shareholders should read the whole of this document and not just rely on the summarised
financial information set out in this Summary of this document.

Selected historical key financial information for HSBC Life (UK)

The tables below set out selected historical financial information for HSBC Life (UK) as at
and for the three finanicial years ended 31 December 2024, 31 December 2023 and
31 December 2022.

The selected financial information for the vyears ended 31 December 2024 and
31 December 2023 is extracted from the audited consolidated financial statements of
HSBC Life (UK) referred to in Part Xl (Historical Financial Information of HSBC Life (UK))
and set out in Appendix 1 (HSBC Life (UK) Limited’s Financial Statements together with
the Audit Reports) of this document.

From 1 January 2023 HSBC Life (UK) adopted IFRS 17 ‘Insurance Contracts’, replacing
IFRS 4 ‘Insurance Contracts’, and consequently 2022 comparative financial information was
restated within the 31 December 2023 consolidated financial statements.

As such, the selected financial information for the year ended 31 December 2022 is
extracted from the unaudited comparative financial information included within the audited
consolidated financial statements of HSBC Life (UK) for the year ended 31 December
2023.

The audited financial information for the year ended 31 December 2022 is also referred to
in Part Xl (Historical Financial Information of HSBC Life (UK)) and set out in Appendix 1
(HSBC Life (UK) Limited’s Financial Statements together with the Audit Reports) of this
document.

Summary income statement

Year ended

Year ended Year ended 31 December

31 December 31 December 2022

2024 2023 (restated,

(audited) (audited) unaudited)

£m £m £m

Net Insurance service result 56.8 16.5 141

Net investment returns 26.5 124 21.8

Net fees income 0.3 0.3 (0.6)
Net operating Income before change

in expected credit losses 83.6 29.2 35.3

Credit impairment losses (0.1) (2.3) (0.2)

Net Operating Income 83.5 26.9 35.1

Total operating expenses 10.2 9.4 9.9

Profit before tax 73.3 17.5 25.2

Tax (expense) / credit 47.4 92.2 6.4

Profit/(loss) for the period 25.9 109.7 18.8

11
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Summary statement of financial position

Year ended

Year ended Year ended 31 December

31 December 31 December 2022

2024 2023 (restated,

(audited) (audited) unauidited)

£m £m £m

Intangible assets — — —
Financial investments 3,873.2 3,136.5 2,659.2
Cash and cash equivalents 1731 168.5 154.1
Other assets 243.5 271.0 164.0
Total assets 4,289.9 3,576.0 2,977.4
Insurance contract liabilities 3,003.0 2,330.2 1,898.5
Investment contract liabilities 9314 852.6 789.1
Borrowings — — —
Other liabilities 78.8 87.3 93.5
Total Liabilities 4,013.2 3,270.1 2,781.2
Total equity 276.8 305.9 196.2

Selected unaudited pro forma financial information

The summary selected unaudited pro forma financial information set out below has been
prepared to illustrate the effect of the Acquisition on the consolidated statement of net
assets of the Chesnara Group as if it had completed at 31 December 2024 and on the
income statement as if it had completed on 1 January 2024.

The unaudited pro forma statement of net assets and the unaudited pro forma income
statement have been prepared for illustrative purposes only. The hypothetical financial
position or results included in the pro forma financial information may differ from the
Enlarged Group’s actual financial position or results.

The unaudited pro forma profit before income taxes for the year ended 31 December 2024
is £83.9 million and the unaudited pro forma net assets as at 31 December 2024 is
£461.1 million.

What are the key risks specific to the issuer?

Significant and prolonged equity market falls could adversely impact the Chesnara Group’s
and the Enlarged Group’s profitability by reducing the value of managed funds and leading
policyholders to switch to lower-margin funds, thereby decreasing management fees and
affecting the business, results, financial position, and prospects.

Fluctuations in currency exchange rates may adversely affect the Chesnara Group’s and the
Enlarged Group’s results of operations and financial condition due to foreign currency
exchange risk from international operations impacting financial statements, cash flows, and
regulatory capital surplus.

Expense overruns, cost overruns on major change projects, and unsustainable unit cost
growth could impact the Chesnara Group’s and the Enlarged Group’s profitability, with
specific risks related to fixed and semi-fixed expenses, adverse variations in expense
levels, and the potential for costs related to ongoing change initiatives exceeding related
provisions or not realising anticipated benefits.

The Chesnara Group relies on counterparties under reinsurance arrangements and any
failures of such reinsurance counterparties could subject the Chesnara Group to losses
which cannot be recovered.

The Chesnara Group relies on certain outsourced service providers, particularly, SS&C
Technologies Limited (“SS&C”), HCL Insurance BPO Services Limited and Capita Life and
Pensions Regulated Services Limited to provide policy administration services and Towers
Watson Limited for outsourced actuarial services. Any failure of an outsourced service
provider to fulfil their contractual obligations could have a material adverse effect on the
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Chesnara Group’s and following Completion, the Enlarged Group’s business, prospects,
financial condition and results of operations.

Failure to deliver secure IT systems and to combat cyber and other security risks to
information and physical sites could lead to loss of reputation, disruptions in business
operations and inability to meet contractual obligations and negatively impact the Chesnara
Group’s and following Completion the Enlarged Group’s ability to win future contracts.

The Chesnara Group and the Enlarged Group may suffer losses due to operational events
or business disruptions arising from daily activities, technical or human errors, failed
processes, insufficient resources, or external events, which could lead to financial losses,
reputational damage, regulatory intervention, or business plan failure.

Adverse movements in yields on fixed interest securities could result in a mismatch
between the portfolios of fixed interest securities and certain insurance contract liabilities,
increasing the Chesnara Group’s exposure to mismatch losses and potentially having a
material adverse effect on the Chesnara Group’s business, prospects, financial condition,
and results of operations.

The Chesnara Group’s strategy is to acquire insurance and pension companies and
portfolios to off-set the natural decline inherent in a largely closed book business as well as
to grow the business. Competition, regulatory restrictions and an inability to raise
acquisition financing in the future may make it difficult for the Chesnara Group to execute
its M&A strategy and future acquisitions and disposals, which could have an adverse effect
on the Chesnara Group’s ability to sustain growth.

The Chesnara Group is subject to persistency risk when policyholders cancel contracts or
stop paying premiums earlier than expected, leading to potential losses for the Chesnara
Group due to lower future management fees, discontinued premiums, and increased
exposure to mortality risks.

KEY INFORMATION ON THE SECURITIES
What are the main features of the securities?

3.1.1

Type, class and ISIN

Pursuant to the Rights Issue, the Company will issue 79,539,337 New Ordinary Shares.
The Rights Issue will be made on the basis of 10 New Ordinary Shares for every
19 Existing Ordinary Shares in the Company. On Admission, the New Ordinary Shares will
be registered with an ISIN of GBOOBOOFPT80 and a SEDOL of BOOFPT8 and will be
traded on the main market of the London Stock Exchange under the ticker symbol “CSN”.
The ISIN for the Nil Paid Rights will be GBOOBROW1Q72 and the SEDOL will be
BROW1Q7. The ISIN for the Fully Paid Rights will be GBOOBROW1R89 and the SEDOL will
be BROW1R8.

Currency, denomination and par value of the securities

The Existing Ordinary Shares are, and on Admission, the New Ordinary Shares will be,
denominated in pounds sterling with a par value of 5 pence each. The Nil Paid Rights and
Fully Paid Rights will be, on Admission, denominated in pounds sterling.

Number of issued and fully paid securities

As at the Latest Practicable Date, there were 151,124,742 Existing Ordinary Shares in
issue. The Company will issue 79,539,337 New Ordinary Shares pursuant to the Rights
Issue. The Rights Issue will be made on the basis of 10 New Ordinary Shares for every
19 Existing Ordinary Shares.

Rights attaching to the securities:

All New Ordinary Shares will, when issued and fully paid, rank pari passu in all respects
with the Existing Ordinary Shares, including the right to receive all dividends and other
distributions made, paid or declared after the date of issue of the New Ordinary Shares.
On a show of hands at general meetings of the Company, every Shareholder who is
present in person and every person holding a valid proxy shall have one vote and on a poll
every Shareholder present in person or by proxy shall have one vote per New Ordinary
Share.

13



3.2

3.3

3.1.7

The New Ordinary Shares do not carry any rights to participate in a distribution of capital
(including on a winding-up) other than those that exist as a matter of law. The New
Ordinary Shares and the Existing Ordinary Shares will rank pari passu in all respects.

Restrictions of free transferability of securities

The New Ordinary Shares are freely transferable and there are no restrictions on transfer of
the New Ordinary Shares in the UK other than as set out in Article 32 of the Articles of
Association which provide that the Board, in its absolute discretion, may refuse to register
any transfer of a certificated share over which the Company has a lien or where the
instrument of transfer of a certificated share is not: (i) left at the office, or at such other
place as the Board may decide, for registration; (i) accompanied by the relevant share
certificate and other evidence reasonably required by the Board to prove title; and (iii) in
respect of only one class of shares.

Rank of securities in the Company’s capital structure in the event of insolvency

The New Ordinary shares do not carry any rights to participate in a distribution of capital
(including on a winding-up) other than those that exist as a matter of law. The New
Ordinary Shares and the Existing Ordinary Shares will rank pari passu in all respects.

Dividend or payout policy:

The Company’s dividend policy is directly influenced by two key factors. The Directors
recognise that the Ordinary Shares are predominantly held as a source of predictable and
sustainable income. The Directors’ primary aim is therefore to provide an attractive yield
with steady growth where possible. The Directors’ aim to satisfy investor expectations
cannot and will not be delivered at the expense of financial security and solvency. As such,
dividend capacity is assessed giving full regard to the Group Capital Management Policy
which currently prohibits dividends to be declared that would result in Chesnara’s Solvency
Coverage Ratio falling below 110%.

The Directors make dividend decisions with reference to a range of management
information, reports and policies including the Chesnara Group own risk and solvency
statement, Chesnara Group business plan, solvency analysis including sensitivities, analysis
of historic financial results and the Group Capital Management Policy, and any other factors
deemed by the Directors to be relevant at the time.

Supported by the strong financial profile of the Acquisition, there will be a step-up in the
Chesnara Group’s dividend trajectory. The final FY25 dividend and interim FY26 dividend is
expected to be increased by 6%, representing a one-year acceleration in the Chesnara
Group’s recent historic track record of 3% per annum increases.

Where will the securities be traded?

Applications will be made to the: (i) FCA for the New Ordinary Shares to be admitted to listing on
the equity shares (commercial companies) category of the Official List of the FCA; and (ii) London
Stock Exchange for the New Ordinary Shares (fully paid) to be admitted to trading on the London
Stock Exchange’s main market for listed securities. It is expected that the Rights (Nil and Fully
Paid) will be admitted to trading on a multi-lateral trading facility of the London Stock Exchange.
No application has been made or is currently intended to be made for New Ordinary Shares to be
admitted to listing or trading on any other exchange.

What are the key risks that are specific to the securities?

Prospective investors should be aware that the value of an investment in the Company may
go down as well as up and any fluctuations may be material.

The market value of the New Ordinary Shares, the Nil Paid Rights and/or the Fully Paid
Rights could fluctuate substantially and may not always reflect the underlying value or
prospects of the Chesnara Group.

The market price of the Ordinary Shares could be negatively affected by sales of
substantial amounts of such Ordinary Shares in the public markets or the perception that
these sales could occur.
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4.1

4.2

° The market price of the New Ordinary Shares, the Nil Paid Rights and/or the Fully Paid
Rights could be subject to volatility.

° Shareholders who do not (or are not permitted to) acquire New Ordinary Shares in the
Rights Issue will experience dilution in their ownership of the Company.

KEY INFORMATION ON THE OFFER OF SECURITIES TO THE PUBLIC AND/OR THE
ADMISSION TO TRADING ON A REGULATED MARKET

Under which conditions and timetable can I invest in this security?

41.1 |t is expected that Admission will become effective on 8 July 2025 and that dealings in
Rights (Nil and Fully Paid) will commence as soon as practicable after 8.00 a.m. on that
date. The Company proposes to issue 79,539,337 New Ordinary Shares in connection with
the Rights Issue. Pursuant to the Rights Issue, New Ordinary Shares will be offered by way
of rights to Qualifying Shareholders on the terms and conditions set out in this document
and, in the case of Qualifying Non-CREST Shareholders only, the Provisional Allotment
Letter. The offer is to be made at 176 pence per New Ordinary Share, payable in full on
acceptance by no later than 11.00 a.m. on 22 July 2025. The Issue Price represents a
discount of 40% to the closing price of 293.50 pence per Ordinary Share on the Latest
Practicable Date, and a discount of 30.4% to TERP of 252.98 pence per Ordinary Share by
reference to the closing price on the same basis. The Rights Issue will be made on the
basis of 10 New Ordinary Shares at 176 pence per New Ordinary Share for every
19 Existing Ordinary Shares held at the Record Date (and so in proportion for any other
number of Existing Ordinary Shares then held) and otherwise on the terms and conditions
as set out in this document and, in the case of Qualifying Non-CREST Shareholders also in
the Provisional Allotment Letters.

4.1.2 If a Shareholder does not (or is not permitted to) take up the offer of New Ordinary Shares
under the Rights Issue, such Shareholder’s proportionate ownership and voting interests in
the Company will be diluted by up to 34.5% as a result of the Rights Issue. For the
purposes of calculating: (i) the number of New Ordinary Shares to be issued pursuant to
the Rights Issue; (ii) the specified increases to the Company’s issued ordinary share capital
resulting from the Rights Issue; and (iii) the specified dilutive effect of the Rights Issue, the
issuance of any Ordinary Shares in respect of the vesting or exercise of any awards under
the Share-Based Incentive Plans which may occur between the Latest Practicable Date and
the completion of the Rights Issue has been disregarded.

Why is this prospectus being produced?

This document has been prepared in connection with the Rights Issue to be undertaken by the
Company. The Company proposes to issue 79,539,337 New Ordinary Shares as pursuant to the
Rights Issue. The Company expects to raise net proceeds of approximately £130 million from the
Rights Issue. The aggregate expenses of, or incidental to, the Rights Issue to be borne by the
Company are estimated to be approximately £10 million. The Rights Issue is fully underwritten by
the Underwriters pursuant to the terms and conditions of the Underwriting Agreement. The
Company is undertaking the Rights Issue to raise funds to part finance the Acquisition and intends
to use the net proceeds for that purpose. The remainder of the consideration for the Acquisition is
expected to be funded from £55 million of existing internal cash resources and a drawdown of
£65 million under the Company’s Amended and Restated Facility Agreement.
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PART II
RISK FACTORS

The Rights Issue and any investment in the New Ordinary Shares (including by acquiring the Nil
Paid Rights, the Fully Paid Rights and/or subscribing for the New Ordinary Shares) are subject to a
number of risks and uncertainties. Accordingly, Shareholders and prospective investors should
carefully consider the factors and risks associated with any investment in Ordinary Shares, the
Chesnara Group’s businesses and the industry in which it operates, together with all other
information contained in this document and all of the information incorporated by reference into this
document, including, in particular, the risk factors described below, and their personal circumstances
prior to making any investment decision. Some of the following factors relate principally to the
Chesnara Group’s businesses. Other factors relate principally to the Rights Issue and an investment
in the New Ordinary Shares (including by way of a purchase of the Nil Paid Rights or the Fully Paid
Rights and/or by way of a subscription for the New Ordinary Shares). The Chesnara Group’s
businesses, operating results, financial condition and prospects could be materially and adversely
affected by any of the risks described below. In such case, the market price of the Nil Paid Rights,
the Fully Paid Rights and/or New Ordinary Shares may decline and investors may lose all or part of
their investment.

The following is not an exhaustive list or explanation of all risks which investors may face when
making an investment in the Shares. Additional risks and uncertainties relating to the Chesnara
Group that are not currently known to the Chesnara Group, or that it currently deems immaterial,
may individually or cumulatively also have a material adverse effect on the Chesnara Group’s
business, prospects, operating results and financial position and, if any such risk should materialise,
the price of the Ordinary Shares (including the Nil Paid Rights and the Fully Paid Rights, if still
trading) may decline and investors could lose all or part of their investment. Investors should
consider carefully whether an investment in the Shares is suitable for them in the light of the
information in this document and their personal circumstances. Any investment in the New Ordinary
Shares is subject to a number of risks. Shareholders and prospective investors should carefully
consider the factors and risks associated with any investment in the New Ordinary Shares and the
Chesnara Group’s business and the industry in which they operate, together with all other
information contained in this document and all of the information incorporated by reference into this
document, including, in particular, the risk factors described below.

Prospective investors should note that the risks relating to the Chesnara Group, the industry in
which they operate and the New Ordinary Shares summarised in Part | (Summary) of this document
are the risks that the Directors and the Company believe to be the most essential to an
assessment by a prospective investor of whether to make an investment in the New Ordinary
Shares. However, as the risks which the Chesnara Group face relate to events and depend on
circumstances that may or may not occur in the future, prospective investors should consider not
only the information on the key risks summarised in the section of this document headed
“Summary” but also, among other things, the risks and uncertainties described below.

Prospective investors should review this document carefully and in its entirety (together with any
documents incorporated by reference into it) and consult with their professional advisers before
acquiring any New Ordinary Shares. For the avoidance of doubt, nothing in this section constitutes
a qualification of the working capital statement contained in paragraph 12 of Part XVII (Additional
Information) of this document.

1. RISKS RELATING TO THE CHESNARA GROUP, THE ENLARGED GROUP AND INDUSTRY
IN WHICH CHESNARA OPERATES

1.1 Significant and prolonged equity market falls could adversely impact the Chesnara
Group’s and, following Completion, the Enlarged Group’s profitability

A significant proportion of the Chesnara Group’s income and, therefore, overall profitability
derives from fees received in respect of the management of policyholder and investor funds.
Fee levels are generally proportional to the value of funds under management and, as the
managed investment funds overall comprise a significant equity content, the Chesnara Group
is exposed to the impact of significant and prolonged equity market falls. The Acquisition will
increase the indirect exposure of the Chesnara Group to the expected value of future
charges, arising from policyholder funds invested in equity markets. There is therefore a risk
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that any significant and prolonged fall in the equity markets could have a material adverse
impact on the Chesnara Group’s and, following Completion, the Enlarged Group’s business,
results, financial position and prospects.

In addition, depressed equity values may lead to policyholders switching to lower-margin,
fixed-interest funds, which again would reduce the fees received in respect of the
management of policyholder and investor funds. This could have a material adverse impact
on the Chesnara Group’s and, following Completion, the Enlarged Group’s business, results,
financial position and prospects.

Fluctuations in currency exchange rates may adversely affect the Chesnara Group’s and
following Completion, the Enlarged Group’s results of operations and financial condition

The Chesnara Group operates internationally and is exposed to foreign currency exchange
risk arising from fluctuations in exchange rates of various currencies through Movestic (the
assets and liabilities of which are principally denominated in Swedish Krona), Scildon and
the Waard Group (the assets and liabilities of which are principally denominated in Euros). In
addition, several business units of the Chesnara Group have indirect exposure to foreign
exchange rate movements via exposures within its unit linked funds, and therefore
movements in the value of future charges on those funds.

The Chesnara Group’s currency risk through its ownership of Movestic, Scildon and the
Waard Group is reflected in:

(a) foreign exchange translation differences arising on the translation into sterling and
consolidation of Movestic, Scildon and the Waard Group’s financial statements; and

(b) the impact of adverse exchange rate movements on cash flows between the
Company and its foreign subsidiaries.

The effect of exchange rate fluctuations on local operating results could lead to significant
fluctuations in the Chesnara Group’s, and following Completion, the Enlarged Group’s,
consolidated financial statements upon translation of the results into sterling. Any adverse
foreign currency exchange rate fluctuation may also have a material adverse effect on the
Chesnara Group’s regulatory capital surplus under Solvency Il. The Chesnara Group has a
currency hedge in place that provides an offsetting effect to mitigate the impacts of currency
risk on its financial results. The derivative instrument in place is required to be renewed by
the Chesnara Group on an annual basis in order to maintain the mitigating benefits.

Expense overruns, cost overruns on major change projects and unsustainable unit cost
growth could impact the Chesnara Group’s and following Completion, the Enlarged
Group’s profitability

The effective management of expenses in closed life insurance business and the effective
pricing of products in respect of open life insurance business are both critical to the
Chesnara Group. The Chesnara Group is exposed to the impact of fixed and semi-fixed
expenses, in conjunction with a potentially diminishing policy base, on profitability. The
Chesnara Group is exposed to the impact of expense levels varying adversely from those
assumed in product pricing and consequently this poses a risk to the Chesnara Group and
the Enlarged Group following the completion of the Acquisition.

Any significant cost increases against fixed and semi-fixed expenses in the closed part of
the Chesnara Group’s life business or adverse variations between actual expenses and those
estimated at product pricing in the open life business will expose the Chesnara Group and
following Completion, the Enlarged Group to losses that could have a material adverse effect
on their business, prospects, financial condition and results of operations.

The Chesnara Group has a number of material change initiatives in-flight. There is a risk that
the actual costs of completing these projects materially exceed the provision in the accounts,
or that the anticipated benefits do not materialise, resulting in adverse impacts on the
financial results. The relevant projects include: (i) the UK transition and transformation
program which includes the migration of both the operation of Sanlam Life & Pension UK
Limited and the individual onshore protection business acquired from Canada Life to SS&C;
(i) the Chesnara Group’s sustainability program and reporting; and (i) the merger of Scildon
and Waard in the Netherlands.
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Counterparty failures under reinsurance arrangements could subject the Chesnara Group
to losses which cannot be recovered

The Chesnara Group enters into reinsurance arrangements to manage its exposure to
underwriting risk. While reinsurance contracts are intended to mitigate losses, they do not
discharge the Chesnara Group’s liability to policyholders. As a result, the Chesnara Group
remains liable to the extent that reinsurers fail to meet their obligations. The nature of
reinsurance arrangements means that there is significant concentration and reliance on
certain reinsurers and a risk that, in periods of market stress, contagion impacts reinsurers’
ability to meet claims. As a result, the Chesnara Group carries significant inherent risk that a
reinsurance counterparty will be unable to pay amounts in full when due, which could result
in either or both a loss of, or delay in receiving, income owed to the Chesnara Group. A loss
of, or delay in receiving, income owed to the Chesnara Group could have a material adverse
impact on the Chesnara Group’s and following Completion, the Enlarged Group’s business,
results, financial position and prospects. Key areas where the Chesnara Group and following
Completion, the Enlarged Group is exposed to counterparty risk are: (i) reinsurers’ share of
insurance liabilities; (ii) amounts deposited with reinsurers in relation to investment contracts;
(iii) amounts due from reinsurers in respect of claims already paid; and (iv) counterparty risk
with respect to its fixed interest security portfolio.

The Acquisition will increase the Chesnara Group’s exposure to counterparty failure risk in
respect of both the holding of fixed interest securities and amounts due from reinsurers as a
result of additional fixed interest asset holdings and a number of live reinsurance contracts.
In addition, any default of a reinsurance counterparty could introduce increased strain on the
Chesnara Group’s Solvency Coverage Ratio, arising from increased regulatory capital
requirements, if replacement reinsurance could not be immediately sourced from the point of
the reinsurance counterparty’s default. This is because the reinsurance being in place acts to
reduce capital requirements as a risk mitigating measure.

The Chesnara Group and following Completion, the Enlarged Group may suffer losses as
a result of outsourced service providers failing to fulfil their contractual obligations

The operating model of the Chesnara Group’s UK life and pensions businesses, particularly
in the UK, is heavily dependent on outsourced service providers to fulfil a significant number
of their core functions including SS&C as primary outsource partner, HCL Insurance BPO
Services Limited (“HCL’) and Capita Life and Pensions Regulated Services Limited (“Capita”)
to provide policy administration services, and Towers Watson Limited (“WTW”) which
provides outsourced actuarial services. For example, the Chesnara Group relies on SS&C,
HCL and Capita to provide policy administration services (and is moving to use SS&C as
strategic outsourcing provider going forward). Once the Chesnara Group has transitioned to
use SS&C as strategic outsourcing provider, it will be materially reliant on SS&C for policy
administration services. In addition, the Chesnara Group uses WTW for outsourced actuarial
services. In the event of failure by any of these service providers to fulfil their contractual
obligations, in whole or in part, to the requisite standards specified in the contracts, the
Chesnara Group and following Completion, the Enlarged Group may suffer losses as their
functions degrade, which could have a material adverse effect on the Chesnara Group’s and
following Completion, the Enlarged Group’s business, prospects, financial condition and
results of operations.

The Chesnara Group and, following Completion, the Enlarged Group, rely on distribution
partners to distribute its products. The Chesnara Group has a diverse and extensive list of
partners across the UK, Europe and the rest of the world. Distribution partners are
independent of the Chesnara Group and are not committed to recommend or sell the
Chesnara Group’s products. Distribution partners may also sell competing products.
Therefore, the Chesnara Group’s, and following Completion, the Enlarged Group’s,
relationships with its distribution partners are important and the failure, inability or
unwillingness of brokers to market the Chesnara Group’s and, following Completion, the
Enlarged Group’s, products could have a material adverse effect on its financial and
operational performance
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Failure to deliver secure IT systems and to combat cyber and other security risks to
information and physical sites could adversely affect the ability of the Chesnara Group
and following Completion, the Enlarged Group to win future contracts and in the event of
a breach of security could lead to business disruption and reputational damage

The ability of the Chesnara Group and following Completion, the Enlarged Group to deliver
secure IT and other information assurance systems designed to protect personal data or
customer or company confidential information is a key factor for customers. Despite
operating controls that seek to ensure the confidentiality of such information, the Chesnara
Group and following Completion, the Enlarged Group, may breach restrictions, regulations
(such as the UK Data Protection Act 2018 and the General Data Protection Regulation 2016/
679) or may be subject to attack from computer programmes or malicious or hostile third
parties that attempt to penetrate their respective network security and misappropriate
confidential information.

Due to advances in these programmes, IT capabilities and other developments, there is no
guarantee that the Chesnara Group’s and, following Completion, the Enlarged Group’s
security measures will be sufficient to prevent future breaches or cyber-attacks. In addition,
the risk of loss of information or data by other means due to a failure to keep it safe at all
times and within their custody or control is a risk that cannot be entirely eliminated. Any
such breach or compromise of security or a breach of security at a physical site could lead
to loss of reputation, disruptions in business operations and inability to meet contractual
obligations and negatively impact the Chesnara Group’s and, following Completion, the
Enlarged Group’s ability to win future contracts and as a result have a material adverse
effect on their business, prospects, financial condition and results of operations.

The Chesnara Group and, following Completion, the Enlarged Group may suffer losses as
a result of operational events or business disruption which may arise through daily
activities and running of the business.

Operational events or business disruption may occur internally or through third parties and
suppliers, and arise due to technical or human errors, failed internal processes, insufficient
personnel resources or external events. The resilience of the Chesnara Group, and following
Completion, the Enlarged Group to operational events or business disruption is a key factor
for all stakeholders. The Chesnara Group’s objective is to minimise exposure to any such
events through operating controls, operational resilience testing, business continuity plans
and appropriate oversight of any material third parties and suppliers.

Any significant operational event or business disruption could lead to financial losses, poor
customer outcomes, reputational damage, regulatory intervention or business plan failure and
as a result negatively impact the Chesnara Group’s and following Completion, the Enlarged
Group’s ability to win future contracts.

The Acquisition will increase the scale of the Chesnara Group which may provide additional
leverage in operating costs of its UK operations. The transaction and implementation of the
Acquisition may bring strategic and operational challenges to the Chesnara Group’s UK
outsourcing strategy and potential impact to the UK existing transition and transformation
programme deliverables.

Adverse movements in yields on fixed interest securities could result in a mismatch
between the portfolios of fixed interest securities and certain insurance contract liabilities

The Chesnara Group maintains portfolios of fixed interest securities: (i) in order to match its
insurance contract liabilities in terms of yield and cash flow characteristics; and (i) as an
integral part of the investment funds it manages on behalf of policyholders and investors.
The Chesnara Group’s exposure to movements in yields on fixed interest securities will be
increased as a result of the Acquisition. The Chesnara Group, and following Completion, the
Enlarged Group will therefore be exposed to the risk of mismatch losses arising from either
a failure to match insurance contract liabilities or from the fact that sharp and discrete fixed
interest yield movements may not be associated fully and immediately with corresponding
changes in actuarial valuation interest rates. The key financial risk in the long term is that
proceeds from the Chesnara Group’s, and following Completion, the Enlarged Group’s
financial assets are not sufficient to fund the obligations arising from its insurance and
investment contracts, especially those with guaranteed returns. The Acquisition will increase
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the size of the Chesnara Group’s, fixed interest portfolio, and therefore the significance of the
risk. Whether or not the exposures to interest rate changes increases following completion of
the Acquisition will depend upon the matching strategies deployed by Chesnara following
completion of the Acquisition. If such risks materialise, they may have a material adverse
effect on the Chesnara Group’s business, prospects, financial condition and results of
operations.

Competition, regulatory restrictions and an inability to raise acquisition financing in the
future may make it difficult for the Chesnara Group to execute its M&A strategy and future
acquisitions and disposals, which could have an adverse effect on the Chesnara Group

The Chesnara Group’s strategy includes the disciplined acquisition of insurance and pension
companies and portfolios in order to offset the natural decline inherent in a largely closed
book business as well as to grow the business and create additional value from scale
advantages.

The Chesnara Group’s ability to acquire companies and portfolios will depend upon a
number of factors, including its ability to identify suitable acquisition opportunities, its ability
to consummate acquisitions on favourable terms and the Chesnara Group’s ability to obtain
financing to make acquisitions and support growth. Additionally the Chesnara Group’s ability
to obtain required regulatory consents from relevant regulatory authorities for acquisitions,
disposals and insurance business transfers under appropriate local law will depend on,
amongst other things, the financial condition of the Chesnara Group, the financial implications
of any acquisition on the Chesnara Group, the impact of such implications on new and
existing policyholders and wider risks to policyholder security as a result of the financial
condition of the Chesnara Group.

There are other insurance consolidators as well as a number of other potential purchasers,
including other insurance companies, banks, hedge funds and private equity firms, which
may result in increased competition (and therefore prices paid) for acquisitions of closed life
companies. External factors which influence sector participants’ decisions to seek to dispose
of their insurance interests could also impact the Chesnara Group’s ability to make
acquisitions.

In connection with any future acquisitions, the Chesnara Group may experience unforeseen
difficulties as it integrates the Target into its existing operations. These difficulties may require
significant management attention and financial resources and may also hinder the future
M&A strategy should there be any perceived operational limitations or delays on the
Chesnara Group’s ability to integrate further businesses.

If the Chesnara Group is unable to acquire additional life fund companies and portfolios in
line with its strategy in the medium to long term or successfully meet the challenges
associated with any future acquisitions or disposals, this could have a material adverse effect
on the Chesnara Group’s business, results, financial condition and prospects.

Lower persistency of some policies could subject the Chesnara Group and, following
Completion, the Enlarged Group, to loss of contracts and decrease profitability

Persistency risk is the risk that the actual experience regarding when a policyholder cancels
the contract or discontinues paying new premiums into the contract vary in practice from
what was assumed in setting premium level, thereby exposing the Chesnara Group and
following Completion, the Enlarged Group, to losses resulting from lower future levels of
management fees or from a discontinuation of premiums received and coverage of expenses
incurred. In its unit linked business, the Chesnara Group is subject to persistency risk when
policyholders cancel contracts or stop paying premiums earlier than expected, leading to
potential losses for the Chesnara Group due to lower future management fees and
discontinued premiums.

The Acquisition may increase the Chesnara Group’s exposure to persistency risk in cases
where the expected future fees exceed the anticipated costs. This has a direct impact on the
Chesnara Group’s and following Completion, the Enlarged Group’s future fee income. There
remains uncertainty as to whether the Chesnara Group’s core assumptions relating to policy
persistency will prove to be sufficient, as rates of persistency may be impacted by
unexpected or unforeseen events. Changes in persistency could materially affect the financial
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results of the Chesnara Group and following Completion, the Enlarged Group and may
ultimately affect the trading price of the Ordinary Shares.

Higher persistency of some policies could subject the Chesnara Group and following
Completion, the Enlarged Group to loss of contracts and decrease profitability

The Chesnara Group, and following Completion, the Enlarged Group, is subject to potential
losses due to increased persistency on certain products. For protection business, for some
policies, a reduction in rates of discontinuation compared to assumptions can lead to losses,
if contracts have become unprofitable. Similarly, for guaranteed products where the
guarantee exceeds current interest rates, a reduction in rates of discontinuation can also
lead to losses as the reinvestment of asset cash flows have a lower yield than the
guarantee. There remains uncertainty as to whether the Chesnara Group’s core assumptions
relating to policy persistency in the protection business will prove to be sufficient, as rates of
persistency may be impacted by unexpected or unforeseen events. Changes in persistency
could materially affect the financial results of the Chesnara Group and following Completion,
the Enlarged Group and may ultimately affect the trading price of the Ordinary Shares.

Inaccurate data, incorrect assumptions or financial modelling errors may result in the
Chesnara Group and following Completion, the Enlarged Group holding insufficient
reserves to support their liabilities

In common with other life insurers, the profitability of the Chesnara Group’s business
depends on a mix of factors including trends in mortality levels, policy surrender rates,
investment performance and impairments, unit cost of administration and new business
acquisition expenses. As a consequence, the Chesnara Group needs to make assumptions
about a number of factors in determining the pricing of its products and setting reserves, as
well as for reporting its capital levels and the results of its long-term business operations.
The assumptions that the Chesnara Group makes about future expected levels of mortality
and the risks associated therewith are particularly relevant for its business.

The Chesnara Group holds reserves to try to ensure that it has sufficient funds available to
pay its liabilities at the time that they fall due. The calculation of the potential liabilities is
based on, among other things, assumptions reflecting the Chesnara Group’s best estimate at
the time, allowing a margin for risk and adverse deviation. The Chesnara Group monitors
actual experience as compared with the actuarial assumptions used and it refines its
assumptions on the basis of experience. While the Chesnara Group currently considers that
the reserves established and capital held in respect of the Chesnara Group’s business are
sufficiently conservative to meet its obligations to policyholders under a range of potential
circumstances, the Chesnara Group’s assumptions may prove to be incorrect or inaccurate
(whether as a result of miscalculation by the Chesnara Group or changes in factors such as
mortality which are outside the Chesnara Group’s control). Consequently, the Chesnara
Group could be required to establish additional reserves, which could have a material impact
on the Chesnara Group’s and following Completion, the Enlarged Group’s financial position.

Inaccuracies in data held by or on behalf of the Chesnara Group or in projections or
assumptions made by the Chesnara Group may: (i) result in the Chesnara Group having to
hold a higher level of reserves or a higher level of capital; and/or (ii) have an adverse impact
on the Chesnara Group’s and following Completion, the Enlarged Group’s business, results
of operations and financial position.

Adverse mortality, morbidity and longevity experience could result in an increase in the
number of claims being made, which could materially impact the profitability of the
Chesnara Group and following Completion, the Enlarged Group

The primary insurance activity carried out by the Chesnara Group and the Target comprises
the assumption of risks relating to life, accident and health that may arise from an insurable
event. As such, the Acquisition will increase the exposure of the Chesnara Group to the
uncertainty surrounding the timing and severity of claims under contracts where death or
critical illness is the insured risk. Under such contracts, the most significant factors that could
increase the overall frequency of claims include epidemics or wide-spread changes in
lifestyle, such as eating, smoking and exercise habits, resulting in earlier or more claims than
expected and resulting in a materially adverse effect on the profitability of the Chesnara
Group and following Completion, the Enlarged Group.
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Additionally, the Chesnara Group is exposed to longevity risk through deferred annuity and
annuities in payment contracts, mainly affecting its Countrywide Assured and Scildon
businesses. The risk is that future mortality experience is lighter than that assumed in longer
pay out periods and potential losses. The Target business includes a protection business
and therefore has exposure to morbidity and mortality risks. The Chesnara Group and the
Target use industry models to estimate future mortality to monitor this risk. For contracts with
fixed benefits and fixed future premiums, there are no mitigating terms and conditions that
could reduce the insurance risk accepted by the Chesnara Group. Any changes to the
original assumptions on which such contracts were priced could have a material adverse
effect on the profitability of the Chesnara Group and following Completion, the Enlarged
Group.

Where the Chesnara Group has the ability to mitigate the insurance risk through changing
charges and premiums, failure to act in a timely manner to changing information could
adversely affect the profitability of the Chesnara Group and in the case of a major epidemic
it may be impossible to recoup the costs of resulting claims.

Adverse morbidity, mortality and longevity is a risk to the Chesnara Group and following
Completion, the Enlarged Group. To the extent that actual mortality or morbidity rates vary
from the assumptions underlying product pricing, the Chesnara Group and following
Completion, the Enlarged Group will accrue less profit. The Chesnara Group is exposed to
mortality and morbidity risk and therefore to fluctuations in the timing, frequency and severity
of insured events and their ultimate settlement, relative to the expectations at the time of
underwriting, though these risks are materially reduced through reinsurance as detailed at
risk factor 1.4 above. Such expectations include those driven by inaccurate pricing,
inappropriate underwriting guidelines and terms and conditions and holding inadequate
reserves. As such, adverse morbidity, mortality and longevity could have a material adverse
effect on the Chesnara Group’s and following Completion, the Enlarged Group’s business,
prospects, financial condition and results of operations.

Adverse regulatory and legal changes could hinder the Chesnara Group’s and following
Completion, the Enlarged Group’s ability to operate in certain jurisdictions, which could
ultimately impact revenues or lead to loss of market share

The Chesnara Group and the Target operate in jurisdictions which are currently subject to
significant change arising from regulatory and legal requirements. These may either be of a
local nature, or of a wider nature, following from EU-based regulation and law.

There is currently uncertainty on issues as to their full impact on the Chesnara Group and
following Completion, the Enlarged Group and these include:

(a) the review of Solvency Il regulations being undertaken both by the European
Insurance and Occupational Pensions Authority and the European Commission, which
have the potential to impact reserving requirements and also the capital that the
Chesnara Group needs to hold;

(b) increasing attention from regulators and industry bodies on ESG (environmental,
social and governance) considerations and in particular on having a positive influence
on climate change, which will result in additional disclosure requirements and has the
potential to influence the decision making of the Chesnara Group regarding both
operations and investment strategy;

(c) regulatory governance and capital requirements also have the potential to make future
acquisition decisions dependent upon territory; and

(d) in recent years the Swedish government has implemented legislative changes which
increase pension policyholder’s flexibility to transfer their contracts to different
providers and restrict the exit fees that providers can charge. This has had the effect
of increasing the volume of transfers in the market. As a result of increased exits,
Movestic has increased the assumed “transfer out” assumptions, which has reduced
the value of in-force business. There remains a risk that the “transfer out” assumption
will need to increase further if the longer-term “new normal” persistency levels are out
of line with those assumed.
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The Chesnara Group and following Completion, the Enlarged Group also face the risk that
the Prudential Regulatory Authority (“PRA’), FCA, Finansinspektionen, the Dutch National
Bank (“DNB”), the Swedish Financial Services Authority (“SFSA’), the Netherlands Authority
for Financial Markets (“AFM”) or another governmental or regulatory body could find it has
failed to comply with applicable regulations or has not undertaken corrective action as
required which may result in public reprimand and/or monetary fines, adverse publicity for or
negative perceptions regarding the Chesnara Group and following Completion, the Enlarged
Group, as well as diverting management’s attention from the day-to-day operations of the
business. Such insurance laws, regulations, policies and any pursuant action affecting the
Chesnara Group and, following Completion, the Enlarged Group could have a material
adverse effect on its business, prospects, financial condition and results of operations.

The Chesnara Group’s and following Completion, the Enlarged Group’s businesses
depend on their ability to attract, train and retain their senior management and highly
skilled employees

The continued success of the Chesnara Group and following Completion, the Enlarged
Group depends on its ability to attract, motivate and retain highly skilled managers and
finance, actuarial, compliance, IT and customer services personnel. The loss of key
personnel from these businesses may have a material adverse effect on their ability to
manage the books of the business because it may result in the loss of their technical and
management skills, as well as their knowledge of the legacy issues of each business. The
inability to attract and/or retain the necessary highly skilled personnel could therefore have a
material adverse effect on the Chesnara Group’s and, following Completion, the Enlarged
Group’s business, prospects, financial condition and results of operations.

Along with many other Dutch life insurers, the Chesnara Group’s Dutch businesses
Scildon and Waard are exposed to litigation risk in relation to potential mis-selling of unit-
linked products (“Woekerpolis”). Scildon and/or Waard may need to pay compensation
(or higher compensation, where already paid) to its customers in relation to Woekerpolis.

In line with all other life insurance companies operating in the Netherlands, Scildon and parts
of the Waard Group was engaged in marketing products (through independent financial
advisors) where some features and costs of certain policies were subsequently deemed to
lack transparency for customers. The Board is of the opinion that, in almost all cases, the
Chesnara Group informed its policyholders in a transparent manner and in line with
legislative and regulatory requirements in effect during the term of the policy contracts
(including legislative or regulatory changes). While the Chesnara Group has previously
provided compensation to those policyholders where it did not act in line with requirements
according to its self-assessment, the Chesnara Group remains exposed to future claims
under Woekerpolis which may lead to further compensation being paid to customers (or
higher compensation, where already paid). Any such claims could have an adverse financial
or reputational impact on the Chesnara Group’s business, prospects, financial condition and
results of operations. The Chesnara Group has indemnity protections against any future
claims settlements arising on the relevant policies within the Waard books, with the
indemnities expiring in April 2027, therefore leaving some residual risk exposure of claims on
all relevant policies. Over time, the risk of further claims is considered to diminish.

The Chesnara Group and following Completion, the Enlarged Group are dependent on the
strength of the brand, the brands of the Chesnara Group’s partners and the Chesnara
Group’s reputation with customers and agents

The Chesnara Group’s and following Completion, the Enlarged Group’s results and
underlying business model are, to a certain extent, dependent on the strength of its brand
and reputation. While the Chesnara Group is well recognised, it is vulnerable to adverse
market and customer perception. The Chesnara Group operates in an industry where
integrity, customer trust and confidence are paramount. The Chesnara Group and following
Completion, the Enlarged Group are exposed to the risk that litigation, employee misconduct,
operational failures, the outcome of regulatory investigations, press speculation and negative
publicity, disclosure of confidential client information (including the loss or theft of customer
data), IT failures or disruption, cyber security breaches and/or inadequate services, amongst
others, whether true or not, could impact its brand or reputation. The Chesnara Group’s and
following Completion, the Enlarged Group’s brand and reputation could also be affected if
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products or services recommended by it (or any of its intermediaries) do not perform as
expected (whether or not the expectations are realistic) or in line with the customers’
expectations for the product range. Any damage to the Chesnara Group’s and following
Completion, the Enlarged Group’s brand or reputation could cause existing customers or
partners to withdraw their business from the Chesnara Group, and potential customers or
partners to elect not to do business with the Chesnara Group and could make it more
difficult for the Chesnara Group to attract and retain qualified employees. Such damage to
the Chesnara Group’s brand or reputation could also cause disproportionate damage to the
Chesnara Group’s and following Completion, the Enlarged Group’s business, even if the
negative publicity is factually inaccurate or unfounded. Such events, which cannot be readily
controlled, could adversely affect the Chesnara Group’s and, following Completion, the
Enlarged Group’s business, prospects, financial condition and results of operations.

The Chesnara Group and following Completion, the Enlarged Group are subject to
extensive and often inconsistent regulation which may increase costs or impact the
business model, and, in the event of a breach of such regulations, result in reputational
damage, sanctions or the inability to continue to conduct certain lines of business

The Chesnara Group currently operates in three regulatory domains, the United Kingdom
(regulated by the FCA and PRA), Sweden (regulated by the Swedish Financial Supervisory
Authority, Finansinspektionen) and the Netherlands (regulated by De Netherlands Bank) and
is therefore exposed to inconsistent application of regulatory standards across its divisions,
such as the imposition of capital buffers higher than regulatory minimums. The potential
consequences of this inconsistency for the Chesnara Group and following Completion, the
Enlarged Group are that the efficient and fluid use of capital within the Chesnara Group and
following Completion, the Enlarged Group is constrained, or that it creates a non-level
playing field with respect to future deal assessments or new business prospects.

In the event of an inadvertent breach of relevant regulation, any regulatory proceedings
against the Chesnara Group and, following Completion, the Enlarged Group may result in
lengthy and costly investigations and/or proceedings followed by the imposition of a fine or
other penalty, including a decision by the regulator that the Chesnara Group and, following
Completion, the Enlarged Group is no longer able to continue to conduct certain lines of
business. In addition, the Chesnara Group may be exposed to reputational risk as a result of
any such investigations and/or proceedings. Such penalties, other sanctions and/or damage
to the Chesnara Group’s and, following Completion, the Enlarged Group’s business and/or
reputation could have an adverse effect on its business, prospects, financial condition and
results of operations.

As a holding company, the Company is dependent upon its subsidiaries to cover
operating expenses, debt obligations and the payment of dividends to Shareholders.

The Chesnara Group’s insurance operations are conducted through subsidiaries of the
Company, which are subject to the risks discussed elsewhere in this “Risk Factors” section.
As a holding company, the Company’s principal sources of funds are remittances from
subsidiaries, returns on investments it holds, and any amounts that may be raised through
the issuance of debt.

Certain of the Company’s subsidiaries are, or may become, subject to applicable insurance,
foreign exchange and tax laws, rules and regulations and other arrangements that can limit
their ability to make remittances and/or require the Company to make capital or liquidity
available to those subsidiaries. In some circumstances, this could limit the Company’s ability
to make available funds held in certain subsidiaries to cover operating expenses of other
members of the Chesnara Group or, in the long term, to satisfy its debt obligations and the
payment of dividends by the Company in accordance with its dividend policy. If any of these
circumstances where to arise, it could have a material adverse financial or reputational
impact on the Chesnara Group’s business, prospects, financial condition and results of
operations.

Climate change may have an adverse impact on the Chesnara Group and following
Completion, the Enlarged Group

Given the global focus on climate change as well as the significant momentum in the finance
industry, the Chesnara Group is exposed to strategic and reputational risks arising from its
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action or inaction in response to climate change as well the regulatory and reputational risks
arising from its public disclosures on the matter. If the Chesnara Group does not deliver on
its climate change targets, this has the capacity to weaken the Chesnara Group’s and
following Completion, the Enlarged Group’s brand, which in turn could lead to a decline in
demand for its services. Any such brand dilution could have a material adverse effect on the
Chesnara Group and following Completion, the Enlarged Group.

Circumstances may arise which result in the Chesnara Group and following Completion,
the Enlarged Group ceasing to write new business in the future

There are a variety of factors which could result in the Chesnara Group being unable to, or
choosing not to, write new business in the future, including, but not limited to, the actions of
key personnel, regulatory intervention and/or adverse conditions in the market in which the
Chesnara Group operates. These include:

(a) market competition affecting volumes and hence profitability;

(b) regulatory changes restricting product features, product charges, distribution practices
or increasing costs;

(c) changes in consumer preferences;
(d) economic or demographic factors affecting profitability; and
(e) behaviour of key suppliers, for example, independent financial advisors.

A failure of the Chesnara Group to continue to write new business would have an adverse
effect on the longer-term financial position of the Chesnara Group and following Completion,
the Enlarged Group in circumstances where the Chesnara Group fails to scale back its cost
base to correspond with any such reduction in new business volumes. Similarly, any
significant increase in the volume of business written by the Chesnara Group may have an
adverse impact on the Chesnara Group’s and following Completion, the Enlarged Group’s
business, results of operations and financial position if the Chesnara Group fails to charge
an adequate premium or has insufficient capital to support an increase in its liabilities or fails
to scale back its cost base appropriately.

The Chesnara Group and following Completion, the Enlarged Group are subject to
evolving regimes governing the recovery, resolution or restructuring of insurance
companies

The Chesnara Group and following Completion, the Enlarged Group are subject to regimes
governing the recovery, resolution or restructuring of insurance companies and, as the scope
and implications of these regimes are still evolving, it is unclear how in future this might
affect the Chesnara Group and, following Completion, the Enlarged Group. The PRA has
issued a policy statement setting out the rules for PRA-regulated insurers, which includes
some of the Chesnara Group’s UK subsidiaries, to prepare for an orderly ‘solvent exit' as
part of their business-as-usual activities. This affects the Chesnara Group’s UK business, and
will affect the Target business, requiring those entities to prepare analysis to be shared with
the PRA. In the Netherlands, the Dutch Insurers Recovery and Resolution Act has already
been implemented requiring insurers to maintain preparatory crisis plans for a deteriorating
financial position and a full resolution plan.

It remains a possibility that as the regimes governing the recovery, resolution or restructuring
of insurance companies evolve, new rules will be implemented which will lead to increased
compliance costs for the Chesnara Group. To the extent such compliance costs materially
increase, this could have a material adverse impact on the Chesnara Group’s and, following
Completion, the Enlarged Group’s business, results, financial position and prospects.

The Chesnara Group and following Completion, the Enlarged Group may be subject to
litigation, legal proceedings and/or regulatory investigations in the future (including
investigation and intervention by the relevant local prudential or conduct regulators),
which could have a material adverse effect on its business and results of operations

Since the financial crisis, European regulators (including the PRA and the FCA, the SFSA,
the DNB and the AFM) have increased their oversight of regulated and authorised entities
and have adopted a more direct style of regulation, which means that regulated firms,
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including the Company, are facing increasing supervisory scrutiny. The Chesnara Group’s
regulators have the power to take a range of investigative, disciplinary and enforcement
actions, penalties (which can include public censure), restitution, fines and sanctions. They
may also make enquiries of the firms they regulate and require such firms to provide
information or documents to them.

The Chesnara Group’s regulators may take such action or make such enquiries in relation to
aspects of the Chesnara Group’s or any member of the Chesnara Group’s business and
operations, including its systems and controls, IT systems, capital requirements, outsourcing
functions and permitted investments. Regulatory action may be specific to individuals, the
Chesnara Group or any member of the Chesnara Group, or part of more general action in
respect of firms that operate in the insurance or financial services industry. The Chesnara
Group maintains regular dialogue with its regulators to ensure compliance with applicable
regulatory standards. The Chesnara Group, via regular dialogue/meetings, operates in an
open and cooperative manner with all of its regulators at all times. In the normal course of
its business, the Chesnara Group is engaged in discussions with its regulators in relation to
a range of business matters.

The Chesnara Group, the Enlarged Group and/or the members of the Enlarged Group, in
line with all other regulated firms, may in the future be subject to legal actions, disputes and
regulatory investigations in various contexts, including in the ordinary course of its insurance,
investment management and other business operations. These legal actions, disputes and
investigations may relate to aspects of business and operations that are specific to the
Chesnara Group or a member of the Chesnara Group, or that are common to companies
that operate in its markets. Legal actions and disputes may arise under contracts, legislation
and regulations (including tax) or from a course of conduct taken by the Chesnara Group or
a member of the Chesnara Group and may be class actions. Although management
considers that it has made appropriate provision for the costs of litigation and regulatory
matters, no assurance can be provided that such provisions are sufficient. Given the large or
indeterminate amounts of damages sometimes sought by claimants or regulators, together
with other sanctions that might be applicable and the inherent unpredictability of litigation and
disputes, it is possible that an outcome could, from time to time, have an adverse effect on
the Chesnara Group’s and following Completion, the Enlarged Group’s reputation, business,
results of operations or financial position. However, it is not possible to predict the
significance of any proceedings that may be brought against, or any investigations that may
be conducted into, the Chesnara Group or any member of the Chesnara Group, nor is it
possible to predict with any degree of precision the financial impact of a successful claim,
fine or penalty to which the Chesnara Group, the Enlarged Group or any member of the
Chesnara Group may become subject. While management considers that its systems,
controls and operations are compliant with applicable regulations, given the growth of the
Chesnara Group’s business since it was established, there is a risk that one or more
regulators could consider that the Chesnara Group or any member of the Chesnara Group
have failed to fully comply with all relevant regulatory requirements or have not undertaken
the appropriate corrective action required.

RISKS RELATING TO THE ACQUISITION

The Rights Issue is not conditional upon completion of the Acquisition; if the Rights Issue
completes but the Acquisition does not, the proceeds of the Rights Issue will be retained
by the Chesnara Group

It is possible that the Acquisition could cease to be capable of completion, in particular, if a
condition precedent to Completion relating to regulatory approval is not satisfied in
accordance with the Share Purchase Agreement following Admission and the Rights Issue
becoming wholly unconditional. In this case, as the Rights Issue is not conditional upon
completion of the Acquisition, the Rights Issue would still be completed, and funds would be
raised by the Chesnara Group.

In the unlikely event that the Rights Issue were to proceed but the Acquisition does not
complete, the Directors intend to retain the net proceeds of the Rights Issue for use within
the following 12 months on the general commercial activities of the Chesnara Group and
alternative acquisitions in pursuit of the Chesnara Group’s strategy as a consolidator of
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closed life and pension funds, currently focusing on the UK and Dutch insurance markets as
well as exploring potential opportunities in the wider European insurance market. Failing this,,
the Directors will either seek to return the net proceeds of the Rights Issue to Shareholders
in a tax efficient and practicable manner or seek Shareholders’ approval to continue to hold
the net proceeds of the Rights Issue for general corporate purposes. Any such return to
Shareholders could carry fiscal costs for certain Shareholders, will have costs for the
Chesnara Group and would be subject to applicable securities laws. As a result, in such
circumstances, Shareholders may not receive a return in full (or at all) of any amounts
invested pursuant to the Rights Issue. This could, in turn, result in the Chesnara Group
experiencing negative reactions from the financial markets, its Shareholders and its other
stakeholders which could cause the market value of the Ordinary Shares to fall.

Completion of the Acquisition is subject to the satisfaction of certain conditions, which
may not be satisfied or waived

Completion of the Acquisition is subject only to the satisfaction (or waiver, where applicable)
of the following conditions:

(a) the PRA having approved, or being treated as having approved, the acquisition of
control of HSBC Life (UK) by Chesnara for the purposes of the Financial Services
and Markets Act 2000; and

(b) Admission having become effective.

There is no guarantee that these conditions will be satisfied. Failure to satisfy either of these
conditions may result in the Acquisition not completing. If the Acquisition does not complete,
the Chesnara Group will not benefit from the expected benefits of the Acquisition. The
Company has agreed to use its best endeavours to take certain actions in connection with
the satisfaction of the condition relating to the approval by the PRA. As a result, there is a
risk that the Company may incur significant expenditure in connection with, or to satisfy, such
condition which will be in addition to the actual costs of the Acquisition and the integration
process.

If the condition related to Admission is not satisfied within four Business Days of the date of
the Share Purchase Agreement, the Company is required to use best endeavours to seek
alternative financing for the Acquisition. Such alternative financing may not be forthcoming or
may only be available on terms which are not as advantageous. In such circumstances, the
Company may not be able to complete the Acquisition or, if it does complete the Acquisition,
it may not be able to not achieve the expected benefits of it. Failure to complete an
acquisition could adversely impact the Chesnara Group’s reputation as a successful
consolidator leading to difficulty in acquiring future targets and an adverse effect on the
business and financial condition of the Chesnara Group.

In addition to the risks described above, on termination of the Share Purchase Agreement
(other than: (i) as a result of the Seller becoming sanctioned under relevant sanctions
legislation; or (ii) having violated or caused the Company to violate certain legislation; or
(iii) completion not occurring due to a failure of the Seller to comply with its completion
obligations), a non-refundable break payment of £20,000,000 shall become payable by the
Company to the Seller within five Business Days. All of these events could cause the market
price of the Company’s shares to decline.

Only limited and capped warranties and indemnities are provided by the Seller and such
warranties are subject to a warranty and indemnity insurance policy (“W&I Policy”) which
may not cover all of the potential liabilities associated with the Target, which could in turn
impact the Chesnara Group’s ability to recover in full any losses which it may suffer in
respect of a breach of those warranties and/or the indemnities

The Company has put in the W&l Policy to provide insurance coverage for breach of the
warranties and tax covenant given by the Seller in respect of the Target. The W&I Policy is
subject to certain customary and specific exclusions and to agreed policy limits. As a result,
there is a risk that the Company may not be able to recover amounts in respect of claims
brought in respect of breach of the warranties or under the tax covenant.
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In addition, the Chesnara Group would be dependent on the financial position of the Seller in
the event that it sought to recover amounts in respect of any claims for which the Seller is
liable.

In either circumstance mentioned above, if claims arose but losses could not be recovered,
this could adversely affect the Enlarged Group’s business, prospects, financial condition and
results of operations.

The Chesnara Group has limited management resources and thus may become
distracted or overstretched by the process of integrating and managing the Enlarged
Group. There may be unforeseen integration difficulties which could mean that, following
completion of the Acquisition, the implementation of the Chesnara Group’s strategy may
not proceed as expected

The Chesnara Group has been, and will be, required to devote significant management
attention and resources to executing the Acquisition and subsequently integrating the Target
into the Chesnara Group’s business. While the Chesnara Group has carried out significant
planning in respect of the Acquisition, there is a risk that the Chesnara Group may encounter
difficulties when seeking to integrate the Target, as a result of differences in management
and operation of the Target prior to the Acquisition. If such integration difficulties are
significant, this could result in management distraction or overstretch and the deferral of
certain planned management actions and adversely affect the Chesnara Group’s business,
prospects, financial condition and results of operations. Should any of these integration
difficulties occur, the Enlarged Group’s businesses may not perform in line with management
or Shareholder expectations, which could have an adverse effect on the Chesnara Group’s
business, results, financial condition and prospects.

The Chesnara Group may incur higher than expected Acquisition-related costs and
integration costs

The Chesnara Group has incurred and will incur legal, accounting, financing and transaction
fees and other costs related to the Acquisition. Some of these costs are payable regardless
of whether the Acquisition is completed. The actual costs of the Acquisition and the
integration process may exceed those estimated and there may be further additional and
unforeseen expenses incurred in connection with the Acquisition or the integration, or in
complying with the ongoing United Kingdom company and listing requirements post-
Acquisition. In addition, in connection with the Acquisition, the Seller and the Target will enter
into the Transitional Services Agreement at Completion pursuant to which the Seller will
provide certain services to the Target for an agreed transitional period. If the Seller fails to
provide the services to be provided under the Transitional Services Agreement in a timely
manner or as required under the agreement, this could extend the agreed transitional period
which, under the agreement, would require the Target to pay additional costs. As a result,
there is a risk that the actual costs of the Transitional Services Agreement could be higher
than expected. Any of the above factors could materially adversely affect the Chesnara
Group’s results of operations.

The value of the Target may be less than the consideration paid

Prior to completion of the Acquisition, the Company has limited rights to terminate the
Acquisition. Accordingly, in the event that there is an adverse event affecting the value of the
Target or the value of the Target otherwise declines prior to completion of the Acquisition,
the value of the Target purchased by the Chesnara Group may be less than the
consideration agreed to be paid and, accordingly, the net assets of the Chesnara Group
could be reduced. There can be no assurance that the Company will be able to renegotiate
the consideration paid for the Target and the Company may therefore pay an amount in
excess of market value for the Target, which could have an adverse effect on the business
and financial condition of the Enlarged Group.

Risks of executing the Acquisition could cause the market price of Ordinary Shares to
decline

The market price of Ordinary Shares may decline as a result of the Acquisition if, among
other reasons, the Chesnara Group does not achieve the expected benefits of the
Acquisition as rapidly or to the extent anticipated or at all, the effect of the Acquisition on
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Chesnara’s financial results is not consistent with the expectations of investors, or
Shareholders sell a significant number of Ordinary Shares after completion of the Acquisition.

The terms of the financing arrangements of the Enlarged Group may limit its commercial
and financial flexibility

The commercial and financial flexibility of the Enlarged Group will be restricted by certain
covenants under the terms of the Amended and Restated Facility Agreement. These
covenants include customary restrictions relating to mergers and acquisitions, the granting of
security over or disposal of assets, the incurrence of financial indebtedness, guarantees and
indemnities, the extension of loans or credit by members of the Enlarged Group and
derivative transactions. Any inability to exploit commercial opportunities as a result of such
covenants may have a material adverse effect on the Enlarged Group.

RISKS RELATING TO THE ISSUE AND AN INVESTMENT IN THE ORDINARY SHARES

The market price of the Nil Paid Rights, the Fully Paid Rights and/or the Ordinary Shares
could be subject to volatility

The market price of the Nil Paid Rights, the Fully Paid Rights and/or the Ordinary Shares
could be subject to significant fluctuations due to a change in sentiment in the market
regarding the Nil Paid Rights, the Fully Paid Rights and/or the Ordinary Shares (or securities
similar to them), including, in particular, in response to various facts and events, including
any regulatory changes affecting the Chesnara Group’s operations, variations in the
Chesnara Group’s operating results and/or business developments of the Chesnara Group
and/or its competitors. Stock markets have from time-to-time experienced significant price
and volume fluctuations that have affected the market price for securities and which may be
unrelated to the Company’s operating performance or prospects. Furthermore, the Chesnara
Group’s operating results and prospects from time to time may be below the expectations of
market analysts and investors. Any of these events could result in a decline in the market
price of the Nil Paid Rights, the Fully Paid Rights and/or the Ordinary Shares.

Shareholders who do not (or are not permitted to) acquire New Ordinary Shares in the
Rights Issue will experience dilution in their ownership of the Company

If a Shareholder does not (or is not permitted to) take up the offer of New Ordinary Shares
under the Rights Issue, either because the Shareholder is in the United States, an Excluded
Territory or another jurisdiction where their participation is restricted for legal, regulatory and
other reasons or because the Shareholder does not respond to the Rights Issue by
11.00 a.m. on 22 July 2025, the expected latest time and date for acceptance and payment
in full for that Shareholder's provisional allotment of New Ordinary Shares, and that
Shareholder's Nil Paid Rights to acquire New Ordinary Shares lapse, the Shareholder’s
proportionate ownership and voting interests as well as the percentage that their Ordinary
Shares will represent of the total share capital of the Company will be reduced accordingly.
If a Shareholder does not (or is not permitted to) take up the offer of New Ordinary Shares
under the Rights Issue, such Shareholder's proportionate ownership and voting interests in
the Company will be diluted by up to 34.5% as a result of the Rights Issue (disregarding, for
these purposes, the issuance of any Ordinary Shares in respect of the vesting or exercise of
any awards under the Share-Based Incentive Plans which may occur between the Latest
Practicable Date and the completion of the Rights Issue). Even if a Shareholder elects to sell
their unexercised Nil Paid Rights, or such Nil Paid Rights are sold on their behalf, the
consideration the Shareholder receives may not be sufficient to compensate them fully for
the dilution of their percentage ownership of the Company’s share capital that may be
caused as a result of the Rights Issue.

The Company has made arrangements under which the Joint Bookrunners, within the two
Business Day period following the expiration of the latest time and date for acceptance and
payment, will endeavour, on behalf of Shareholders that do not take up New Ordinary
Shares provisionally allotted, to find buyers for New Ordinary Shares not taken up by
Shareholders. If, however, the Joint Bookrunners are unable to find buyers for such New
Ordinary Shares or are unable to achieve a specified premium over the Issue Price and the
related expenses of procuring such buyers, Shareholders will not receive any compensation
for the Nil Paid Rights they have not taken up.
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An active trading market for the New Ordinary Shares, Nil Paid Rights and Fully Paid
Rights may not develop

Application has been made to admit the New Ordinary Shares to listing on the equity shares
(commercial companies) category of the Official List and to trading on the London Stock
Exchange’s main market for listed securities. It is expected that the Rights (Nil and Fully
Paid) will be admitted to trading on a multi-lateral trading facility of the London Stock
Exchange. It is expected that Admission will become effective on 8 July 2025, that dealings
in the Rights (Nil and Fully Paid) will commence on a multi-lateral trading facility of the
London Stock Exchange as soon as practicable after 8.00 am on that date and that dealings
in the New Ordinary Shares (fully paid) will commence on the London Stock Exchange as
soon as practicable after 8.00 am on 23 July 2025. There can be no assurance, however,
that an active trading market in Nil Paid Rights, Fully Paid Rights or New Ordinary Shares
will develop following their respective Admission dates. In addition, because the trading price
of the Nil Paid Rights and the Fully Paid Rights depends on the trading price of the Ordinary
Shares, the Nil Paid Rights and the Fully Paid Rights prices may be volatile and subject to
the same risks to which the Ordinary Shares are subject.

Admission of the New Ordinary Shares may not occur when expected

Admission of the New Ordinary Shares is subject to the approval (and subject to the
satisfaction of any conditions on which such approval is expressed) of the FCA and
Admission of the New Ordinary Shares will become effective as soon as a dealing notice
has been issued by the FCA and the London Stock Exchange has acknowledged that the
New Ordinary Shares will be admitted to trading. There can be no guarantee that any
conditions to which Admission of the New Ordinary Shares is subject will be met or that the
FCA will issue a dealing notice when anticipated.

The market price for the Ordinary Shares may decline below the Issue Price and
Shareholders may not be able to sell Ordinary Shares at a favourable price after the
Rights Issue

The public trading market price of the Ordinary Shares may decline below the Issue Price.
Should that occur prior to the latest time and date for acceptance under the Rights Issue,
Qualifying Shareholders or renouncees who exercise their rights in the Rights Issue will
suffer an immediate loss as a result. Moreover, following the exercise of their rights,
Shareholders may not be able to sell their New Ordinary Shares at a price equal to or
greater than the Issue Price.

Although the Chesnara Group has no current plans for a subsequent offering of Ordinary
Shares, it is possible that it may decide to undertake such an offering in the future. An
additional offering could have an adverse effect on the market price of the Ordinary Shares.

Investors in the Nil Paid Rights, Fully Paid Rights and/or New Ordinary Shares may be
subject to exchange rate risk

The New Ordinary Shares are, and any dividends to be paid in respect of them will be,
denominated in pounds sterling. In addition, the Nil Paid Rights, Fully Paid Rights and/or
New Ordinary Shares are priced in pounds sterling. An investment in Nil Paid Rights, Fully
Paid Rights and/or New Ordinary Shares by an investor whose principal currency is not
pounds sterling exposes the investor to foreign currency exchange rate risk. Any depreciation
of pounds sterling in relation to such foreign currency will reduce the value of the investment
in the Nil Paid Rights, Fully Paid Rights and/or New Ordinary Shares or any dividends in
foreign currency terms.

The Company’s ability to pay dividends is not guaranteed

Future dividends will be subject to the financial condition of the Chesnara Group and,
following the Acquisition, the Enlarged Group. Under UK company law, a company can only
pay cash dividends to the extent that it has distributable reserves and cash available for this
purpose.

As a holding company, the Company’s ability to pay dividends in the future is affected by a
number of factors, principally its ability to receive sufficient dividends from its subsidiaries.
The payment of dividends to the Company by its subsidiaries is affected by their financial
condition and the existence of sufficient distributable reserves and cash in those subsidiaries.
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The ability of its subsidiaries to pay dividends to the Company and its ability to receive
distributions from its investments in other entities are subject to applicable local laws and
regulatory requirements and other restrictions. These requirements could limit the payment of
dividends and distributions to the Company by its subsidiaries, which could in the future
restrict the Company’s ability to fund its operations or pay a dividend to Shareholders.

Overseas Shareholders may not be able to acquire New Ordinary Shares in the Rights
Issue or subscribe for future issues of Ordinary Shares

Securities laws of certain jurisdictions may restrict the Company’s ability to allow participation
by certain Shareholders in the Rights Issue or any future issue of Ordinary Shares. In
particular, and subject to certain exceptions, Shareholders who are located or resident in the
United States may not be able to exercise their rights in the Rights Issue or on a future
issue of Ordinary Shares, unless a registration statement under the Securities Act is effective
with respect to the Ordinary Shares or an exemption from the registration requirements is
available thereunder. The New Ordinary Shares are not and will not be registered under the
Securities Act and the Company may not file any such registration statements for any future
issue of Ordinary Shares, and an exemption to the registration requirements of the Securities
Act may not be available in any case. In such an event, Shareholders located or resident, in
the United States would be unable to participate in such an issue. Qualifying Shareholders
who have a registered address in or who are resident in countries other than the United
Kingdom should consult their professional advisers as to whether they require any
governmental or other consents, or need to observe any other formalities to enable them to
take up their Nil Paid Rights or acquire New Ordinary Shares. Any Shareholder who is not
entitled to participate in the Rights Issue or any future issue of Ordinary Shares carried out
by the Company will suffer dilution, as described above.
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PART Il

IMPORTANT INFORMATION

DISCLAIMER

In considering whether to participate in the Rights Issue Shareholders must rely on their own
examination, analysis and enquiry of the Company and the terms of the Rights Issue,
including the merits and risks involved. None of the Company or the Joint Bookrunners or
any of their respective representatives is making any representation to any Shareholder or
prospective investor regarding the legality or advisability of an investment in the securities of
Chesnara or related or other securities or instruments (including, but not limited, to Nil Paid
Rights, Fully Paid Rights, Provisional Allotment Letters and/or New Ordinary Shares) under
the laws applicable to such Shareholder or prospective investor. The contents of this
document are not to be construed as legal, business, tax or financial advice. Each
Shareholder or prospective investor should consult with its, his or her own adviser as to the
legal, tax, business, financial and related aspects of participation in the Rights Issue.

Any decision in connection with the Rights Issue should be made solely on the basis of the
information contained in or incorporated by reference into this document. Without limitation to
the foregoing, reliance should not be placed on any information in any announcements
released by Chesnara prior to the date of this document, except to the extent that such
information is repeated or incorporated by reference into this document and not superseded
or revised.

Apart from the responsibilities and liabilities, if any, which may be imposed on the Joint
Bookrunners by FSMA or the regulatory regime established thereunder or under the
regulatory regime of any jurisdiction where the exclusion of liability under the relevant
regulatory regime would be illegal, void or unenforceable, the Joint Bookrunners do not
accept any responsibility whatsoever for and do not make any representation or warranty,
express or implied, in relation to the content of this document, including its accuracy,
completeness or verification or in relation to any other statement made or purported to be
made by them or on their behalf, in connection with Chesnara, the Nil Paid Rights, the Fully
Paid Rights, the New Ordinary Shares, the Rights Issue or the Acquisition and nothing in this
document is or shall be relied upon as a promise or representation in this respect, whether
as to the past or future. Each of the Joint Bookrunners accordingly disclaims, to the fullest
extent permitted by law, all and any liability whatsoever, whether arising in tort, contract or
otherwise which it might otherwise be found to have in respect of this document or any such
statement.

None of the Joint Bookrunners, their respective affiliates nor any person acting on behalf of
any of them accepts any responsibility or obligation to update, review or revise the
information in this document or to publish or distribute any information which comes to its
attention after the date of this document and the distribution of this document shall not
constitute a representation by any of the Joint Bookrunners or any such person, that this
document will be updated, reviewed or revised or that any such information will be published
or distributed after the date of this document.

Recipients of this document acknowledge that: (i) they have not relied on any of the Joint
Bookrunners or any person affiliated with any of the Joint Bookrunners in connection with
their investigation of the accuracy of any information contained in or incorporated by
reference into this document or their investment decision; (ii) they have relied only on the
information contained in or incorporated by reference into this document, and (iii) no person
has been authorised to give any information or to make any representation concerning
Chesnara, any other member of the Chesnara Group, the New Ordinary Shares, the Nil Paid
Rights, the Fully Paid Rights, the Rights Issue or the Acquisition (other than as contained in
or incorporated by reference into this document) and, if given or made, any such other
information or representation should not be relied upon as having been authorised by
Chesnara or the Joint Bookrunners.

The Underwriters may, in accordance with applicable legal and regulatory provisions and
subject to the Underwriting Agreement, engage in transactions in relation to the Nil Paid
Rights, the Fully Paid Rights, the New Ordinary Shares and/or related instruments for its own
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account for the purpose of hedging its commitments under the Underwriting Agreement.
Except as required by applicable law or regulation, the Underwriters do not propose to make
any public disclosure in relation to such transactions.

No person has been authorised to give any information or make any representations other
than those contained in this document or incorporated by reference herein and, if given or
made, such information or representations must not be relied upon as having been
authorised by Chesnara or by the Joint Bookrunners. Neither Chesnara nor the Joint
Bookrunners take any responsibility for, or can provide assurance as to the reliability of,
other information that you may be given. Subject to FSMA, the UK Listing Rules, the
Disclosure Guidance and Transparency Rules, the Prospectus Regulation Rules and UK
MAR, neither the delivery of this document nor any subscription or sale made hereunder
shall, under any circumstances, create any implication that there has been no change in the
affairs of Chesnara since the date of this document or that the information in this document
is correct as at any time subsequent to its date. Without limitation, the contents of the
Chesnara Group’s website do not form part of this document.

FORWARD-LOOKING STATEMENTS

This document contains or incorporates by reference “forward-looking” statements. All
statements other than statements of historical fact included in this document may be forward-
looking statements. Generally, words such as “will’, “may”, “would”, “should”, “could”,
“estimates”, “continues”, “believes”, “expects”, “aims”, ‘“targets”, “projects”, ‘“intends”,

“anticipates”, “plans”, “prepares”, “seeks” or, in each case, their negative or other variations
or similar or comparable expressions identify forward-looking statements.

These forward-looking statements appear in a number of places throughout this document
and/or the information incorporated by reference into this document, and reflect the
intentions, beliefs or current expectations of the Board and other members of senior
management, as well as assumptions made by them and information currently available to
them. Although the Board and other members of senior management believe that these
beliefs and assumptions are reasonable, by their nature, forward-looking statements involve
risks and uncertainties because they relate to events and depend on circumstances that may
or may not occur in the future and may be beyond the Company’s ability to control or
predict. Forward-looking statements are not guarantees of future performance.

The Company’s actual performance, operating results, internal rate of return, financial
condition, distributions to Shareholders and the development of its financing strategies may
differ materially from the impression created by the forward-looking statements contained in
this document and/or the information incorporated by reference into this document. In
addition, even if the Company’s actual performance, operating results, internal rate of return,
financial condition, distributions to Shareholders and the development of its financing
strategies are consistent with the forward-looking statements contained in this document and/
or the information incorporated by reference into this document, those results or
developments may not be indicative of results or developments in subsequent periods.
Important factors that could cause these differences include, but are not limited to, general
economic and business conditions, industry trends, competition, changes in government and
other regulation, including in relation to taxation, labour relations and work stoppages,
changes in political and economic stability and changes in business strategy or development
plans and other risks, including those described in the section of this document headed
“Risk Factors”. Past performance is no guide to future performance. The price of shares and
any income expected from them may go down as well as up and investors may not get back
the full amount invested upon disposal of the shares.

Prospective investors should carefully review the section of this document entitled “Risk
Factors” for a discussion of factors that could cause the Company’s actual results to differ
materially from those expected before making an investment decision. In light of these risks,
uncertainties and assumptions, the events described in the forward-looking statements in this
document and/or the information incorporated by reference into this document may not occur.
For the avoidance of doubt, nothing in this document constitutes a qualification of the
working capital statement contained in paragraph 12 of Part XVII (Additional Information) of
this document.
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3.2

3.3

3.4

3.5

3.6

Forward-looking statements contained in this document apply only as at the date of this
document. To the extent required by the UK Listing Rules, the Disclosure Guidance and
Transparency Rules, the Prospectus Regulation Rules and other applicable regulations, the
Company will update or revise the information in this document. Otherwise, the Company
undertakes no obligation publicly to update or revise any forward-looking statement, whether
as a result of new information, future developments or otherwise.

Forward-looking statements contained in this document do not in any way seek to
qualify the working capital statement contained in paragraph 12 of Part XVII
(Additional Information) of this document.

PRESENTATION OF HISTORICAL FINANCIAL INFORMATION

Unless otherwise stated, the historical financial information which is included in Part Xl
(Historical Financial Information of Chesnara plc), incorporated by reference into this
document, was prepared in accordance with the IFRS.

Unless otherwise indicated, the historical financial information which is referred to in Part XII|
(Historical Financial Information of HSBC Life (UK)) and set out in Appendix 1 (HSBC Life
UK Limited’s Financial Statements together with the Audit Reports), covered by the
accountant report in respect of each financial year set out in Appendix 1 (HSBC Life UK
Limited’s Financial Statements together with the Audit Reports), was prepared in accordance
with the IFRS.

Each of the Company’s, and HSBC Life (UK)'s respective financial year end is the calendar
year.

Prospective investors should consult their own professional advisers to gain an
understanding of the financial information relating to the to the Company and HSBC Life
(UK) contained in this document.

Financial information incorporated by reference into, or included in, this Prospectus

The audited consolidated financial statements of the Company as at and for the financial
year ended 31 December 2024, together with the auditor report thereon, and the
notes thereto have been incorporated by reference into this document, as set out in Part Xl
(Historical Financial Information of Chesnara plc) of this document, as further detailed in
Part XVIIl (Documents Incorporated by Reference) of this document. The words “Chesnara
Group” refers to the Company (together with its Subsidiaries) on a consolidated basis.

Presentation of financial information of HSBC Life (UK)

The Historical Financial Information relating to HSBC Life (UK) referred to in Part Xlll
(Historical Financial Information of HSBC Life (UK)) and set out in Appendix 1 (HSBC Life
(UK) Limited’s Financial Statements together with the Audit Reports) consists of historical
financial information as at and for the financial years ended 31 December 2024,
31 December 2023 and 31 December 2022.

PRO FORMA FINANCIAL INFORMATION

In this document, any reference to “pro forma” financial information is to information which
has been extracted without material adjustments from the unaudited pro forma financial
information contained in Part XV (Unaudited Pro Forma Financial Information for the Enlarged
Group and Accountant’s Report) of this document. The unaudited pro forma information
contained in Part XV (Unaudited Pro Forma Financial Information for the Enlarged Group and
Accountant’s Report) of this document is based on the historical financial information of the
Chesnara Group contained in Part Xl (Historical Financial Information of Chesnara pic) and
Part XIIl (Historical Financial Information of HSBC Life (UK)) of this document, respectively.

NON-IFRS FINANCIAL MEASURES

This document contains certain financial measures that are not defined or recognised under
IFRS, in particular: “Solvency”, “Commercial Cash Generation”, “Economic Value (EcV)” and
“EcV earnings”, all of which are defined below. The Directors believe that each of these

34



5.2

measures provides important supplemental information with respect to the performance of
the Chesnara Group’s business and operations.

These non-IFRS financial measures are unaudited and are not measures recognised under
IFRS or any other internationally accepted accounting principles, and prospective investors
should not consider such measures as an alternative to the IFRS measures included in the
Chesnara Group’s historical financial information contained in Part Xl (Historical Financial
Information of Chesnara plc) of this document.

5.2.1 Solvency - Solvency is a fundamental financial measure which is of paramount
importance to investors and policyholders. It represents the relationship between the
value of the business as measured on a Solvency Il basis and the capital the
business is required to hold — the Solvency Capital Requirement (SCR). Solvency can
be reported as an absolute surplus value or as a ratio.

5.2.2 Commercial Cash Generation — Cash generation is used by the Chesnara Group as
a measure of assessing how much dividend potential has been generated, subject to
ensuring other constraints are managed. Commercial Cash Generation excludes the
impact of technical adjustments and modelling changes; representing the inherent
commercial cash generated by the business.

5.2.3 Economic Value (EcV) - EcV is a financial metric that is derived from Solvency I
Own Funds. It provides a market consistent assessment of the value of existing
insurance businesses, plus adjusted net asset value of the non-insurance business
within the Chesnara Group. The Company define EcV as Own Funds adjusted for
contract boundaries, risk margin and restricted with-profit surpluses. As such, EcV and
Own Funds have many common characteristics and tend to be impacted by the same
factors.

5.2.4 EcV earnings — The principal underlying components of the EcV earnings are: (i) The
expected return from existing business (being the effect of the unwind of the rates
used to discount the value in-force); (ii) Value added by the writing of new business;
(ii) Variations in actual experience from that assumed in the opening valuation;
(iv) The impact of restating assumptions underlying the determination of expected
cash flows; and (v) The impact of acquisitions.

ROUNDINGS

6.1.1 Certain data in this document, including financial, statistical, and operating information,
has been rounded. As a result of the rounding, the totals of data presented in this
document may vary slightly from the actual arithmetic totals of such data. Percentages
in tables have been rounded and accordingly may not add up to 100%.

6.1.2 In addition, certain percentages presented in the tables in this document reflect
calculations based upon the underlying information prior to rounding, and, accordingly,
may not conform exactly to the percentages that would be derived if the relevant
calculations were based upon the rounded numbers

CURRENCY PRESENTATION AND ABBREVIATIONS

7.1.1 Unless otherwise indicated, all references in this document to “Sterling”, “Pounds
Sterling”, “GBP”, “€”, or “pence” are to the lawful currency of the United Kingdom. The
Company prepares its financial statements in Pounds Sterling.

7.1.2 The abbreviations “€m” or “€ million” represent millions of Pounds Sterling, and
references to “pence” and “p” represent pence in Pounds Sterling.

NO PROFIT FORECASTS OR ESTIMATES

No statement in this document is intended as a profit forecast or estimate and no statement
in this document should be interpreted to mean that earnings per share for the most recent,
current or future financial years would necessarily match or exceed the historical published
earnings per share.
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11.

12.
121

12.2

12.3

NO INCORPORATION OF WEBSITE INFORMATION

Neither the content of Chesnara’s website, nor the content of any website accessible from
hyperlinks on Chesnara’s website, is incorporated into, or forms part of, this document and
investors should not rely on them, without prejudice to the documents incorporated by
reference into this document which will be made available on Chesnara’s website.

MARKET, ECONOMIC AND INDUSTRY DATA

10.1.1 Unless the source is otherwise stated, the market, economic and industry data in this
document constitute the Directors’ estimates, using underlying data from independent
third parties. Market data and certain industry data and forecasts included in this
document have been obtained from market research, consultant surveys, publicly
available information, reports of governmental agencies and industry publications and
surveys.

10.1.2 The Company confirms that all third-party data contained in this document has been
accurately reproduced and, so far as the Company is aware and able to ascertain
from information published by that third-party, no facts have been omitted that would
render the reproduced information inaccurate or misleading. Where third-party
information has been used in this document, the source of such information has been
identified. While industry surveys, publications, consultant surveys and forecasts
generally state that the information contained therein has been obtained from sources
believed to be reliable, the accuracy and completeness of such information is not
guaranteed. The Company has not independently verified any of the data from third-
party sources, nor has the Company ascertained the underlying economic
assumptions relied upon therein. Similarly, industry forecasts and market research,
which the Company believes to be reliable based upon the Directors’ knowledge of
the industry, have not been independently verified. Statements as to the Chesnara
Group’s market position are based on recently available data.

TIMES

All references to time in this document are, unless otherwise stated, references to time in
London, United Kingdom.

NOTICE TO INVESTORS
Notice to US Investors

Subject to certain exceptions, neither this document nor the Provisional Allotment Letter
constitutes, or will constitute, or forms part of any offer or invitation to sell or issue, or any
solicitation of any offer to purchase or acquire, New Ordinary Shares, Nil Paid Rights and/or
Fully Paid Rights to any Shareholder who is resident of, the United States.

Overseas Territories

Shareholders who have registered addresses in or who are resident in, or who are citizens
of, all countries other than the United Kingdom should refer to paragraph 7 of Part VIl
(Terms and Conditions of the Rights Issue) of this document.

Notice to all Investors

12.3.1 Any reproduction or distribution of this document or the Provisional Allotment Letters,
in whole or in part, and any disclosure of its contents or use of any information for
any purpose other than in considering an investment in the Nil Paid Rights, the Fully
Paid Rights or the New Ordinary Shares is prohibited. By accepting delivery of this
document, each offeree of the Nil Paid Rights, the Fully Paid Rights and/or the New
Ordinary Shares agrees to the foregoing.

12.3.2 The distribution of this document and/or the Provisional Allotment Letters and/or the
transfer of the Nil Paid Rights, the Fully Paid Rights and/or the New Ordinary Shares
into jurisdictions other than the United Kingdom may be restricted by law. Persons
into whom possession these documents come should inform themselves about and
observe any such restrictions. Any failure to comply with these restrictions may
constitute a violation of the securities laws of any jurisdiction. In particular, such
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14.

documents should not be distributed, forwarded to or transmitted in or into the United
States or any ’Excluded Territory.

12.3.3 No action has been taken by the Company or by the Joint Bookrunners that would
permit an offer of the Nil Paid Rights, the Fully Paid Rights or the New Ordinary
Shares or possession or distribution of this document, the Provisional Allotment
Letters or any other offering or publicity material in any of the Excluded Territories or
in any other jurisdictions where the extension and availability of the Rights Issue
would breach any applicable law.

AVAILABLE INFORMATION

For so long as any of the Company’s securities are “restricted securities” within the meaning
of Rule 144(a)(3) under the U.S. Securities Act, the Company will, during any period in
which it is not subject to Section 13 or 15(d) under the U.S. Securities Exchange Act of
1934, as amended, nor exempt from reporting under the Exchange Act pursuant to
Rule 12g3-2(b) thereunder, make available to any holder or beneficial owner of such
restricted securities, or to any prospective purchaser of such restricted securities designated
by such holder or beneficial owner, upon request the information required to be delivered
pursuant to Rule 144A(d)(4) under the U.S. Securities Act.

ENFORCEMENT OF CIVIL LIABILITIES

The Company is organized as a public limited company incorporated under the laws of
England and Wales. None of the directors or officers is a citizen or resident of the United
States. In addition, the majority of the Company’s assets and all the assets of the directors
and officers are located or resident outside the United States. As a result, it may not be
possible for U.S. investors to effect service of process within the United States upon the
Company or the directors and officers located or resident outside the United States or to
enforce in the U.S. courts or outside the United States judgments obtained against them in
U.S. courts or in courts outside the United States, including judgments predicated upon the
civil liability provisions of the U.S. federal securities laws or the securities laws of any state
or territory within the United States. There is doubt as to the enforceability in England and
Wales, whether by original actions or by seeking to enforce judgments of U.S. courts, of
claims based on the federal securities laws of the United States. In addition, punitive
damages in actions brought in the United States or elsewhere may be unenforceable in
England and Wales.
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PART IV

EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Each of the times and dates in the table below is indicative only and may be subject to change.

Record Date

Announcement of the Rights Issue
Publication of this document
Posting of this document

Despatch of Provisional Allotment Letters (to Qualifying
Non-CREST Shareholders only®)

Existing Ordinary Shares marked “ex-rights” by the LSE

Admission of the New Ordinary Shares and admission of, and
commencement of dealiings in, the Rights (Nil and Fully Paid) on a
multi-lateral trading facility of the London Stock Exchange

Nil Paid Rights credited to stock accounts in CREST (Qualifying
CREST Shareholders only)

Nil Paid Rights and Fully Paid Rights enabled in CREST

Special Dealing Service open for applications

Dealings carried out in relation to Cashless Take-up or disposal of Nil Paid
Rights under the Special Dealing Service

Settlement of dealings in relation to Cashless Take-up or disposal of Nil
Paid Rights under the Special Dealing Service

Latest time and date for receipt of instructions under the Special Dealing
Service in respect of Cashless Take-up or disposal of Nil Paid Rights

Recommended latest time for requesting withdrawal of Nil Paid Rights or
Fully Paid Rights from CREST (i.e., if your Nil Paid Rights or Fully Paid
Rights are in CREST and you wish to convert them into certificated form).

Recommended latest time and date for depositing renounced Provisional
Allotment Letters, nil paid or fully paid, into CREST or for dematerialising
Nil Paid Rights into a CREST stock account.

Latest time and date for splitting Provisional Allotment Letters, nil paid or
fully paid

Latest time and date for acceptance and payment in full and registration of
renounced Provisional Allotment Letters

Despatch of cheques in relation to proceeds of disposal of Nil paid Rights
under the Special Dealing Service

Results of the Rights Issue to be announced through a Regulatory
Information Service

Dealings in New Ordinary Shares, fully paid, commence on the London
Stock Exchange

New Ordinary Shares credited to CREST accounts (uncertificated holders
only™)
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Time and Date (20251 @)
6.00 p.m. on 1 July

3 July

3 July

4 July

4 July
8.00 a.m. on 8 July

8 July

As soon as practicable after
8.00 a.m. on 8 July

As soon as practicable after
8.00 a.m. on 8 July

9 July

Daily from 9 July
Trade +2 Settlement cycle
11.00 a.m. on 16 July

4.30 p.m. on 16 July

3.00 p.m. on 17 July

3.00 p.m. on 18 July

11.00 a.m. on 22 July

23 July

By 8.00 a.m. on 23 July
8.00 a.m. on 23 July

As soon as practicable after

8.00 a.m. on 23 July

By no later than 4 August



Expected date of despatch of definitive share certificates for New Ordinary
Shares in certificated form (to Qualifying Non-CREST Shareholders only®)

CREST accounts credited and cheques despatched in respect of premium By no later than 4 August
payments (if applicable)

Expected date of Completion” Early 2026
Notes:

1. The times and dates set out in the expected timetable of principal events above and mentioned throughout this document and in
the Provisional Allotment Letter may be adjusted by the Company by announcement through a Regulatory Information Service,
in which event details of the new dates will be notified to the FCA and to the LSE and, where appropriate, to Shareholders.

2. References to times in this document are to London time unless otherwise stated.

3. Subject to certain restrictions relating to Overseas Shareholders. See paragraph 7 of Part VIl (Terms and Conditions of the
Rights Issue) of this document.

4. Subject to satisfaction or waiver of the conditions set out in the Share Purchase Agreement and summarised in paragraph 9.1.1
of Part XVII (Additional Information) of this document.
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PART V
SHARE CAPITAL AND RIGHTS ISSUE STATISTICS

Issue Price per New Ordinary Share 176 pence
Basis of Rights Issue 10 New Ordinary Shares for every

19 Existing Ordinary Shares
Number of Ordinary Shares in issue at the Latest 151,124,742

Practicable Date

Number of New Ordinary Shares to be provisionally 79,539,337
allotted pursuant to the Rights Issue!"

Number of Ordinary Shares in issue immediately following 230,664,079
the completion of the Rights Issue!"

New Ordinary Shares as a percentage of the enlarged 34.5%
issued share capital of the Company immediately following
completion of the Rights Issue("

Estimated gross proceeds of the Rights Issue £140 million
Estimated expenses of the Rights Issue®® £10 million
Estimated net proceeds of the Rights Issue® £130 million
Notes

1. On the assumption that no further Ordinary Shares are issued from the date of this document until completion of the Rights
Issue other than the New Ordinary Shares. The actual number of New Ordinary Shares to be issued under the Rights Issue will
be subject to rounding to eliminate fractions.

All expenses are exclusive of any amounts in respect of VAT.

Based on the maximum number of New Ordinary Shares being issued under the Rights Issue.

No commissions, fees or expenses will be charged to subscribers for New Ordinary Shares by the Company.

Awb
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PART VI

DIRECTORS, COMPANY SECRETARY, REGISTERED OFFICE AND ADVISERS

Directors

Company Secretary

Registered Office

Sponsor, Global Coordinator,
Joint Bookrunner and
Underwriter

Joint Bookrunner and
Underwriter

Joint Bookrunner

Legal advisers to the Company
as to English law

Legal advisers to the Company
as to US law

Legal advisers to the Sponsor,
Joint Bookrunners and
Underwriters as to English law
and US law

Auditor

Luke Savage

Steven Grant Murray

Tom Howard

Carol Jungmin Hagh

Gail Louise Tucker
Eamonn Michael Flanagan
Samantha Tymms

Chair

Group Chief Executive Officer
Group Chief Financial Officer
Senior Independent Director
Independent Non-Executive Director
Independent non-Executive Director
Independent Non-Executive Director

Each of the Directors’ business address is the Company’s registered
address at 2nd Floor, Building 4, West Strand Business Park, West
Strand Road, Preston, Lancashire, PR1 8UY and each Director’s
business telephone number is +44 (0)1772 972 050

Alastair Lonie of Chesnara plc

2nd Floor,

Building 4 West Strand,
Preston,

PR1 8UY

RBC Europe Limited
100 Bishopsgate
London

EC2N 4AA

ABN AMRO Bank N.V.
Gustav Mahlerlaan 10
1082 PP Amsterdam
The Netherlands

Panmure Liberum Limited
25 Ropemaker Street
London

EC2Y 9LY

Pinsent Masons LLP
30 Crown Place
London

EC2A 4ES

Proskauer Rose LLP
8 Bishopsgate
London

EC2N 4BQ

Ashurst LLP

London Fruit & Wool Exchange

1 Duval Square
London
E1 6PW

Deloitte LLP
1 City Square
Leeds

LS1 2AL
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Reporting Accountant

Receiving Agent

Registrar

Deloitte LLP

1 New Street Square
London

EC4A 3HQ

United Kingdom

MUFG Corporate Markets
Corporate Actions
Central Square

29 Wellington Street
Leeds

LS1 4DL

MUFG Corporate Markets
Central Square

29 Wellington Street
Leeds

LS1 4DL
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PART VI
LETTER FROM THE CHAIR

Directors: Registered office:
Luke Savage (Chair) 2nd Floor, Building 4
Steven Grant Murray (Group Chief Executive Officer) West Strand Business Park
Tom Howard (Group Chief Financial Officer) West Strand Road
Carol Jungmin Hagh (Senior Independent Director) Preston
Gail Louise Tucker (Independent Non-Executive Director) Lancashire
Eamonn Michael Flanagan (Independent Non-Executive Director) PR1 8UY

Samantha Tymms (Independent Non-Executive Director)

3 July 2025

ACQUISITION OF HSBC LIFE (UK) LIMITED AND 10 FOR 19 RIGHTS ISSUE OF

79,539,337 NEW ORDINARY SHARES AT 176 PENCE PER NEW ORDINARY SHARE

Dear Shareholder,

1.

INTRODUCTION

On 3 July 2025, Chesnara plc (“Chesnara” or the “Company” and, together with its
subsidiaries from time to time, the “Chesnara Group”) announced that it had reached
agreement on the terms of the proposed acquisition (the “Acquisition”) of HSBC Life (UK)
Limited (“HSBC Life (UK)”) from HSBC Bank plc (‘HSBC Bank”) and intends to finance the
proposed acquisition by way of a combination of utilising existing cash resources, drawing
down on the Chesnara Group’s amended and restated increased revolving credit facility
agreement (“Amended RCF”) and a rights issue of ordinary shares of the Company (the
“Rights Issue”).

The purpose of this document is to provide further details of the Rights Issue and explain
why the Directors believe this is in the best interests of the Chesnara Group and its
Shareholders.

The HSBC Life (UK) business being acquired focuses on providing investment products
through its onshore investment bond offering, and a range of protection products focused on
term, critical illness and income protection. The business operates both open and closed
portfolios and products are currently distributed through HSBC Bank’s internal channels as
well as external distributors. As at 31 December 2024, the HSBC Life (UK) business had
approximately 454,000 policies, 234 employees, approximately £4 billion of assets under
administration and £314 million of Eligible Solvency Il Own Funds.

The Acquisition will provide Chesnara with significantly greater scale in the United Kingdom
and is a strong fit with the Chesnara Group’s stated strategy. The purpose of the Rights
Issue is to raise capital to support the Acquisition as part of establishing an optimal financing
structure, comprising use of existing cash, drawdown of the Amended RCF and equity from
the proposed Rights Issue, to align with the Chesnara Group’s financing framework and to
support additional M&A in the future.

BACKGROUND AND REASONS FOR THE ACQUISITION AND RIGHTS ISSUE
Strategy

Chesnara is a specialist life and pensions consolidator listed on the London Stock Exchange.
Chesnara has businesses in the UK, the Netherlands and Sweden. The Chesnara Group’s
primary focus is consolidating life and pensions businesses in the UK and Netherlands and
this is complemented by profitable new business written in the Chesnara Group’s business in
Sweden, the Netherlands and the UK. The Chesnara Group has completed 14 acquisitions to
date, including six in the UK.
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2.2

1

The focus of Chesnara is to:

2.1.1 act as a consolidator of attractive and value-enhancing life and pensions books,
predominantly those that are closed to new business. In this regard, the business has
executed a number of closed-book acquisitions from City of Westminster Assurance,
Save & Prosper and Direct Line Life. More recently, in 2022, Chesnara acquired
Sanlam Life & Pensions UK Limited and in 2023 it agreed to acquire an individual
protection portfolio from Canada Life executed through a 100% reinsurance agreement
and subsequent transfer on 23 February 2025. In late 2024, Chesnara reached an
agreement with Canada Life to acquire a second, closed portfolio of unit linked bonds
and legacy pension business, similarly 100% reinsured, which is expected to transfer
to Chesnara at the end of 2025 (subject to the completion of a court-approved
transfer);

2.1.2 deploy its specialist skills to efficiently and effectively manage in-force policies and
deliver for customers, with the strategic objective of maximising value for Shareholders
from the existing business. This is achieved, in part, by outsourcing certain activities
and closely monitoring the management of policies through a central UK based
governance team. This outsourcing model creates a degree of cost variability which is
vital to a largely closed-book business whose size is reducing naturally over time and
is an approach that provides flexibility to support future acquisitions; and

2.1.3 apply its expertise in capital management, regulation and other key areas to support
the Chesnara Group’s overriding philosophy of “putting the customer first” and
therefore achieve good outcomes for customers. This approach safeguards the
financial future of customers and supports delivery of a service that meets their needs.

Chesnara has a range of growth opportunities and the Chesnara Group’s strategy includes
the disciplined acquisition of companies and portfolios, utilising a clear set of acquisition
criteria to assess opportunities.

In the UK, Chesnara operates predominantly through Countrywide Assured plc
(“Countrywide Assured”’) which was the key operating subsidiary at the time of the listing of
Chesnara on the London Stock Exchange in 2004. Countrywide Assured comprises a range
of life insurance, pensions and savings products that are largely no longer actively marketed
to customers and is therefore substantially closed to new business. New business is
predominantly onshore bonds that continue to be written through third-party platforms.

Reasons for the Acquisition

The Directors believe that the Acquisition offers significant financial benefits for Shareholders
and is a strong strategic fit for the Chesnara business. In particular:

2.2.1 Increased cash generation

With lifetime cash generatoin in excess of £800 million’, achieved through the delivery
of future profits and run off of capital requirements over time, the Acquisition is
expected to materially enhance the future cash geneation of the Chesnara Group.
£140 million of cash generation is expected to emerge during the first five years post-
acquisition over the period 2025 — 2029, with significant cash generation expected to
emerge in future years, enhancing the substainability and longevity of the Chesnara
Group’s cash generation.

2.2.2 Attractive transaction pricing

The total consideration for the Acquisition is £260 million which represents 83% of
HSBC Life (UK)'s Eligible Solvency Il Own Funds as at 31 December 2024.

2.2.3 Efficient financing structure

Chesnara will fund the Acquisition utilising: (a) £55 million of own cash resources;
(b) £65 milion from the Chesnara Group’s Amended RCF which is currently

Incremental cash generation arising from the Acquisition is calculated using Chesnara’s assumptions and reporting bases on an
undiscounted basis.
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completely undrawn; and (c) a fully underwritten rights issue to raise £140 million from
its Shareholders. The proposed financing structure would have resulted in a leverage
ratio of 29% as if the transaction occurred on 31 December 2024 (compared to 31%
reported at 2024 year-end), consistent with the Chesnara Group’s investment grade
rating. In the medium term, the Chesnara Group’s leverage ratio is expected to reduce
further as Chesnara pays down the Amended RCF.

2.2.4 Robust balance sheet maintained following transaction

On a pro forma basis, if the transaction had occurred on 31 December 2024, the
Chesnara Group’s Solvency Il Surplus would have been £361 million (compared to
£327 million reported at 2024 year-end) and the Solvency Coverage Ratio would have
been 169% (compared to 203% reported at 2024 year-end), which is above the
Chesnara Group’s normal operating range of 140% - 160%.

2.2.5 Step-up in dividend

Supported by the strong financial profile of the Acquisition, there will be a step-up in
the Chesnara Group’s dividend trajectory. The final FY25 dividend and interim FY26
dividend is expected to be increased by 6%, representing a one-year acceleration in
the Chesnara Group’s recent historic track record of 3% per annum increases.

2.2.6 Value creation through operating efficiencies and capital optimisation

The Acquisition is expected to create value for Shareholders through operating
efficiencies from the migration of the policy administration of the HSBC Life (UK)
policies to Chesnara’s strategic outsourcing partner SS&C. This activity will be part of
the ongoing migration of the policy administration for Chesnara’s UK business from the
existing range of outsourced providers to SS&C.

The Acquisition is also expected to enable incremental value creation for Shareholders
through management actions and capital synergies including, for example, the Part VI
transfer of HSBC Life (UK) to a single UK entity over time, mass lapse reinsurance,
FX hedging and capital diversification benefits.

2.2.7 New business opportunity

The HSBC Life (UK) product suite is complementary and well-aligned to the Chesnara
Group’s existing products, particularly its open onshore bond. HSBC Life (UK) offers
potential to generate further value from new business which the Company will assess
carefully over the coming months.

2.2.8 Reinforces Chesnara’s position as a leading life and pensions consolidator

The Acquisition represents the Chesnara Group’s largest transaction to date with
approximately £4 billion of assets under administration and approximately 454,000
policies being acquired by Chesnara, creating a combined group of approximately
£18 billion of total assets under administration and approximately 1.4 million policies.
The Acquisition is also expected to result in inclusion in the FTSE 250 and further
supports Chesnara’s position as one of the leading life and pensions consolidators.

Impact of the Acquisition

The Acquisition will bring the Chesnara Group an additional approximately £4 billion of assets
under administration and approximately 454,000 policies, based on information as at
31 December 2024. This will result in an increase in the Chesnara Group’s existing assets to
£18 billion and a total of approximately 1.4 million policyholders. The Enlarged Group would
be refocused towards the UK, with 55% of the total assets in the UK, 29% in Sweden and
16% in the Netherlands.

In addition, the Enlarged Group would continue to be focused on managing unit-linked
products. Of HSBC Life (UK)'s £4 billion of assets 94% are unit-linked meaning that the
Enlarged Group’s assets under administration would be 89% unit-linked. In terms of products,
of the approximately 454,000 policies administered by HSBC Life (UK), 95% of those are
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protection policies and 5% are onshore investment bond policies. As a result of the
combined 1.4 million policies of the Enlarged Group, 73% would be protection policies, 24%
unit-linked, 2% annuities and 1% onshore investment bonds.

The proposed financing mix will maintain the Chesnara Group’s capital and balance sheet
strength, with the leverage ratio of Enlarged Group expected to be 29% as if the transaction
had occured on 31 December 2024 in line with the Chesnara Group’s investment grade
rating.

The estimated Solvency Il surplus of the Enlarged Group is expected to increase from
£327 million to £361 million as if the transaction had occurred on 31 December 2024, with
the Solvency Il capital coverage ratio decreasing from 203% to 169%, and continuing to be
above the Chesnara Grooup’s normal operating range of 140%-160%.

The Directors also expect that the Acquisition has the potential to deliver material incremental
value for Shareholders through capital management actions and cost efficiencies underpinned
by the migration of the HSBC Life (UK) policies to SS&C, which is Chesnara’s strategic
policy administration outsourcing partner in the UK.

The financial and other benefits set out above are contingent on completion of the
Acquisition and could not be achieved independently.

Reasons for the Rights Issue

The Directors decided to undertake the Rights Issue to raise capital to support the
Acquisition as part of establishing an optimal financing structure, comprising use of existing
cash, drawdown of the Amended RCF and net proceeds from the proposed Rights Issue, to
align with the Chesnara Group’s financing framework and to support additional M&A in the
future. The Rights Issue will ensure that, if Qualifying Shareholders (other than, subject to
limited exceptions, Shareholders with a registered address in, or resident in, one of the
Excluded Territories) subscribe for all of the New Ordinary Shares to which they are entitled,
their shareholdings would not be diluted. This means that Shareholders who subscribe for all
of the New Ordinary Shares to which they are entitled under the Rights Issue will have the
same percentage interest in the Company both before and after the Rights Issue, subject to
the rounding down of fractional share entitlements.

Completion of the Acquisition
Completion of the Acquisition is conditional upon:
2.5.1 the PRA having approved, or being treated as having approved, the acquisition of

control of HSBC Life (UK) by Chesnara for the purposes of the Financial Services and
Markets Act 2000; and

2.5.2 Admission having become effective.

Completion of the Acquisition is expected in early 2026 following signing and announcement
of the Acquisition, subject to customary regulatory approvals.

Transaction documents
2.6.1 Share Purchase Agreement

The Share Purchase Agreement sets out the terms and conditions applicable to the
Acquisition, including the conditions to completion set out above in paragraph 2.5. The
completion conditions must be satisfied by the date which is nine months following the
date of the Share Purchase Agreement (unless otherwise agreed in writing between
the Company and the Seller).

A non-refundable break payment of an amount equal to £20,000,000 shall become
payable by the Company if the Share Purchase Agreement terminates other than in
certain limited circumstances.

The Share Purchase Agreement also contains the terms by which the £260 million
consideration is adjusted, including in respect of any dividends paid by the Target pre-
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completion and any capital contributions made by the Seller to the Target pre-
completion.

Further details of terms of the Acquisition are included in the summary of the Share
Purchase Agreement set out in paragraph 9.1.1 of Part XVII (Additional Information) of
this document.

2.6.2 Transitional Services Agreement

On signing of the Share Purchase Agreement, the Seller and HSBC Life (UK) have
agreed to enter into the Transitional Services Agreement at Completion. Under the
terms of the Transitional Services Agreement, the Seller will provide certain time-bound
transitional services to the Target for the running of the business of the Target until it
can migrate off the Seller's systems and intra-group services.

The Transitional Services Agreement shall expire six months following the date on
which the Transitional Services Agreement is entered into (subject to any extension of
a service term by HSBC Life (UK) and/or by a decision of the appropriate governance
committee to extend a service term). Any such service term extension shall not
exceed the first anniversary of the date of commencement of the Transitional Services
Agreement.

HSBC Life (UK) shall pay for the services monthly in arrears, and shall be liable to
pay for 50% of the directly incurred fees and costs in respect of any relevant third-
party consent necessary for the provision of a service line. The Transitional Services
Agreement is governed by English law.

SUMMARY INFORMATION ON CHESNARA

Chesnara is primarily a European life and pensions consolidator, and is the owner of
Countrywide Assured, Movestic, Scildon and the Waard Group. Chesnara has been listed on
the premium segment on the LSE’s main market for listed securities since May 2004.

Key Chesnara Group metrics for the period ended 31 December 2024 were as follows:
° £60 million of Chesnara Group commercial cash generation;

° 203% Group Solvency Coverage Ratio;

° £14 billion of assets under administration (including the impact of the most recent
Canada Life Portfolio acquisition, expected to transfer and migrate during 2025); and

° 940,000 policies.

Chesnara has a track record of identifying, completing and integrating acquisitions, as well as
delivering growth, strong Shareholder returns and good customer outcomes. As at
31 December 2024, Chesnara had a Group Solvency Coverage Ratio of 203% with a
regulatory surplus of £327 million. Chesnara is committed to delivering on its three core
strategic objectives, which are:

° maximising value from its existing business;

° acquiring further life and pensions businesses where they satisfy stringent assessment
criteria; and

° value enhancement through the writing of profitable new business.

Chesnara’s current acquisition strategy is to target opportunities which have historically been
predominantly in the UK and the Netherlands which are value accretive and will also consider
possible acquisitions in other key geographies, such as Sweden. Opportunities are assessed
giving full regard to the following criteria:

° cash generation expectations;

] solvency;

° strategic fit and potential future value accretion; and
° risk profile.
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SUMMARY INFORMATION ON HSBC LIFE (UK)

The HSBC Life (UK) business being acquired focuses on providing investment products
through its onshore investment bond offering, and a range of protection products focused on
term, critical illness and income protection. The business operates both open and closed
portfolios.

The products are currently distributed through HSBC Bank’s internal channels as well as
external distributors, and include:

° Onshore investment bonds: life wrapped investment product which provides access to
approximately 3,800 funds from over 200 managers.

° Protection: group and individual protection focused on term, critical illness and income
protection.

° Trustee investment plan: closed to new business and expected to transfer to HSBC

Bank within two years of completion

Integration of portfolios being acquired

Chesnara intends to apply a disciplined approach to the migration and integration of HSBC
Life (UK). An orderly programme of work is expected to be undertaken with the policies
migrating from the current outsourced providers to Chesnara’s strategic outsourcing partner,
SS&C. This activity will form part of the wider ongoing orderly migration project that is
already underway and is transferring the policy administration of Chesnara’s wider UK
business from its existing range of outsourced service providers to SS&C.

STRUCTURE, PRINCIPAL TERMS AND USE OF PROCEEDS OF THE RIGHTS ISSUE

Pursuant to the Rights Issue, the Company is proposing to offer 79,539,337 New Ordinary
Shares by way of a rights issue to Qualifying Shareholders other than subject to limited
exceptions, to Shareholders with a registered address in, or who are resident in, the United
States or one of the Excluded Territories. The offer is to be made at 176 pence per New
Ordinary Share, payable in full on acceptance by not later than 11.00 a.m. on 22 July 2025.
The Company is undertaking the Rights Issue to raise capital to support the Acquisition as
part of establishing an optimal financing structure, comprising use of existing cash
(£55 million), drawdown of the Amended RCF (£65 million) and net proceeds from the
proposed Rights Issue, to align with the Chesnara Group’s financing framework and to
support additional M&A in the future. The expected gross proceeds of the Rights Issue are
£140 million.

If the Rights Issue were to proceed but the Acquisition does not complete, the Directors
intend to retain the net proceeds of the Rights Issue for use within the following 12 months
on the general commercial activities of the Chesnara Group and alternative acquisitions in
pursuit of the Chesnara Group’s strategy as a consolidator of closed life and pension funds,
currently focusing on the UK and Dutch insurance markets as well as exploring potential
opportunities in the wider European insurance market. Failing this, the Directors will either
seek to return the net proceeds of the Rights Issue to Shareholders in a tax efficient and
practicable manner or seek Shareholders’ approval at a general meeting to continue to hold
the net proceeds of the Rights Issue for general corporate purposes. The Rights Issue is
expected to raise approximately £130 million (net of expenses incurred in connection with the
Rights Issue). The Issue Price represents a 40% discount to the Closing Price of
293.50 pence per Ordinary Share on the Latest Practicable Date and a 30.4% discount to
the theoretical ex-rights price (“TERP”) of 252.98 pence per Ordinary Share calculated by
reference to the Closing Price on the Latest Practicable Date.

The Rights Issue will be made on the basis of:

10 New Ordinary Shares at 176 pence per New Ordinary Share
for every 19 Existing Ordinary Shares

held by Qualifying Shareholders on the Record Date.

Entitlements to New Ordinary Shares will be rounded down to the nearest whole number and
fractional entitlements will not be allotted to Shareholders but will be aggregated and issued
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into the market for the benefit of the Company. Holdings of Existing Ordinary Shares in
certificated and uncertificated form will be treated as separate holdings for the purpose of
calculating entitlement under the Rights Issue.

The Rights Issue is fully underwritten by the Underwriters pursuant to the Underwriting
Agreement. The principal terms of the Underwriting Agreement are summarised at
paragraph 9.1.2 of Part XVII (Additional Information) of this document.

The Rights Issue will result in 79,539,337 New Ordinary Shares being issued (representing
approximately 52.6% of the existing issued share capital and, assuming no additional
Ordinary Shares are issued prior to the Rights Issue, approximately 34.5% of the Enlarged
Share Capital following completion of the Rights Issue on a fully diluted basis).

The Rights Issue is conditional, among other things, upon:

° The Underwriting Agreement having become unconditional in all respects (save for the
condition relating to Admission) and not having been terminated in accordance with its
terms prior to Admission; and

° Admission becoming effective by not later than 8.00 a.m. on 8 July 2025 (or such later
time and/ or date as the Company may agree with the Global Coordinator).

The New Ordinary Shares, when issued and fully paid, will rank pari passu in all respects
with the Existing Ordinary Shares, including the right to receive dividends or distributions
made, paid or declared after the date of issue of the New Ordinary Shares. Applications will
be made to the FCA and to the LSE for the New Ordinary Shares to be admitted to the
Official List and to trading on the LSE. It is expected that Admission will occur and that
dealings in the Rights (Nil and Fully Paid) on the LSE will commence at 8.00 a.m. on
8 July 2025.

Details of further terms and conditions of the Rights Issue, including the procedure for
acceptance and payment and the procedure in respect pf rights not taken up, are set out in
Part VIII (Terms and Conditions of the Rights Issue) of this document and, where relevant,
will also be set out in the Provisional Allotment Letter.

Overseas Shareholders should refer to paragraph 7 of Part VIII (Terms and Conditions of the
Rights Issue) of this document for further information on their ability to participate in the
Rights Issue.

CURRENT TRADING AND PROSPECTS

The outlook for the current financial year remains consistent with the Board’s expectations.
The Chesnara Group remains positive on the outlook for further M&A where it remains very
active and continues to see a pipeline of opportunities. Chesnara believes it is well placed to
execute further value accretive deals for Shareholders.

The Chesnara Group is expecting to announce its interim results on 28 August 2025.

In addition to the Amended and Restated Facilities Agreement, the Chesnara Group has
additional financing options available, including, following the shareholder authorities given at
the Company’s annual general meeting in May 2025, the ability to issue restricted tier 1
(RT1) instruments, which would provide flexibility to refinance existing debt facilities or to give
the Chesnara Group the ability to execute on further value enhancing opportunities as they
arise. Accordingly, given its positive pipeline of opportunities, the Chesnara Group continues
actively to assess all such financing options including the issuance of RT1 instruments.

DIVIDEND POLICY

Supported by the strong financial profile of the Acquisition, there will be a step-up in the
Chesnara Group’s dividend trajectory. The final FY25 dividend and interim FY26 dividend is
expected to be increased by 6%, representing a one-year acceleration in the Chesnara
Group’s recent historic track record of 3% per annum increases.

The FY24 interim dividend was 8.6 pence and final dividend was 16.1 pence resulting in a
total dividend of 24.7 pence. Following the rights issue of 79,539,337 Ordinary Shares and a
discount of 30.4% to the TERP, the adjusted dividend per share (“DPS”) for FY24 would have
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been 21.3 pence (interim dividend of 7.4 pence and final dividend of 13.9 pence), increasing
to 22.3 pence for FY25 (interim dividend of 7.6 pence and final dividend of 14.7) and the
interim DPS for FY26 is expected to increase to 8.1, reflecting the one-year acceleration
described above.

Overview of bonus factor calculation

Metric Value Key Calculation
FY24 weighted average number of shares

(WAV) 151m A —
Shares outstanding pre-Rights Issue 151m B —
Share price (2 July 2025) 293.50p C —
Market capitalisation (2 July 2025) £444m D BxC
Rights Issue ratio 10 for 19 E —
Shares issued from Rights Issue 79,539,337 F BxE
Subscription price for New Ordinary Shares 176p G —
Amount raised (gross proceeds) c£140m H FxG
Market cap post Rights Issue £584m I D+H
TERP 252.98p J I/ (B +F)
Bonus factor 1.16 K c/J
FY24 WAV adjusted for bonus factor 175m L AxK
FY24 dividends £37m M —
FY24 DPS (adjusted for bonus factor) 21.3p N M/ L

Overview of Chesnara Group DPS trajectory

The Chesnara Group DPS is presented in the table below. Post-transaction assumes that
79,539,337 million New Ordinary Shares are issued pursuant to the Rights Issue with a
subscription price representing a discount of 30.4% to TERP. The bonus factor of 1.16 is
based on latest share price of 293.50 pence compared to TERP of 252.98 pence. The
adjusted FY24 DPS is 21.3 pence after taking into account the bonus factor.

Chesnara Group DPS

FY24 Annual Annual

re-stated change change

FY24 post- FY25 post- (FY25 vs. FY26 post- (FY26 vs.

actual transaction transaction FY24) transaction FY25)

Interim dividend 8.6p 7.4p 7.6p +3.0% 8.1p +6.0%
Final dividend 16.1p 13.9p 14.7p +6.0% — —
Total dividend 24.7p 21.3p 22.3p +5.0% — —

ACTION TO BE TAKEN IN RESPECT OF THE RIGHTS ISSUE

You will be sent a Provisional Allotment Letter giving you details of your Nil Paid Rights by
post on or about 4 July 2025 if you are a Qualifying Non-CREST Shareholder other than,
subject to limited exceptions, a Shareholder with a registered address, or who is resident or
located (as applicable), one of the Excluded Territories. If you are a Qualifying
CREST Shareholder, you will not be sent a Provisional Allotment Letter. Instead, you will
receive a credit to your appropriate stock accounts in CREST in respect of Nil Paid Rights,
which it is expected will take place as soon as practicable after 8.00 a.m. on 8 July 2025.

If you sell or have sold or otherwise transferred all of your Ordinary Shares held (other than
ex-rights) in certificated form before the Ex-Rights Date, please forward this document and
any Provisional Allotment Letter, if and when received, at once to the purchaser or transferee
or the bank, stockbroker or other agent through whom the sale or transfer was effected for
delivery to the purchaser or transferee, except that such documents should not be sent to
any jurisdiction where to do so might constitute a violation of local securities laws or
regulations, including, but not limited to, the Excluded Territories.

If you sell or have sold or otherwise transferred all or some of your Ordinary Shares (other
than ex-rights) held in uncertificated form before the Ex-Rights Date, a claim transaction will
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automatically be generated by Euroclear which, on settlement, will transfer the appropriate
number of Nil Paid Rights to the purchaser or transferee.

If you sell or have sold or otherwise transferred only part of your holding of Existing Ordinary
Shares (other than ex-rights) held in certificated form before the Ex-Rights Date, you should
refer to the instruction regarding split applications in Part VIl (Terms and Conditions of the
Rights Issue) of this document and in the Provisional Allotment Letter.

The latest time and date for acceptance and payment in full in respect of the Rights
Issue is expected to be 11.00 a.m. on 22 July 2025, unless otherwise announced by
the Company. The procedure for acceptance and payment is set out in Part VI
(Terms and Conditions of the Rights Issue) of this document and, if applicable, in the
Provisional Allotment Letter.

For Qualifying Non-CREST Shareholders who take up their rights other than, subject to
limited exceptions, Shareholders with a registered address, or resident in, one of the
Excluded Territories, the New Ordinary Shares will be issued in certificated form and will be
represented by definitive share certificates, which are expected to be despatched by not later
than 4 August 2025 to the registered address of the person(s) entitled to them.

For Qualifying CREST Shareholders who take up their rights, the Registrar will instruct
CREST to credit the stock accounts of the Qualifying CREST Shareholders with their
entittements to New Ordinary Shares. It is expected that this will take place as soon as
practicable after 8.00 a.m. on 23 July 2025.

Qualifying Shareholders who are CREST sponsored members should refer to their CREST
sponsor regarding the action to be taken in connection with this document and the Rights
Issue.

If you are in any doubt as to the action you should take, you should immediately seek your
own financial advice from your stockbroker, bank manager, solicitor, accountant or other
independent financial adviser authorised under the FSMA or, if you are outside the United
Kingdom, by another appropriately authorised independent financial adviser.

OVERSEAS SHAREHOLDERS

The distribution of this document, the Provisional Allotment Letter and the Rights Issue to
persons who have registered addresses in, or who are resident or ordinarily resident in, or
citizens of, or which are corporations, partnerships or other entities created or organised
under the laws of countries other than the United Kingdom or to persons who are nominees
of, or custodians, trustees or guardians for, persons who are citizens or nationals of, or
resident in, countries other than the United Kingdom may be restricted by the laws or
regulatory requirements of the relevant jurisdictions.

Any failure to comply with such restrictions may constitute a violation of the securities laws of
the relevant jurisdiction. Those persons should consult their professional advisers as to
whether they require any governmental or other consents or need to observe any applicable
legal requirement or other formalities to enable them to apply for New Ordinary Shares under
the Rights Issue.

No action has been or will be taken by the Company, the Joint Bookrunners or any other
person, to permit a public offering in any jurisdiction where action for that purpose may be
required, other than in the United Kingdom.

Receipt of this document and/or a Provisional Allotment Letter and/or a credit of entitlements
to New Ordinary Shares pursuant to the Rights Issue to a stock account in CREST will not
constitute an invitation or offer of securities for subscription, sale or purchase in those
jurisdictions in which it would be illegal to make such an invitation or offer and, in those
circumstances, this document and/or the Provisional Allotment Letter must be treated as sent
for information only and should not be copied or redistributed.

Provisional Allotment Letters will not be sent to, and entitlements to New Ordinary Shares
pursuant to the Rights Issue will not be credited to stock accounts in CREST of, persons with
registered addresses in one of the Excluded Territories or their agent or intermediary, except
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11.

12.
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14.

where the Company is satisfied that such action would not result in the contravention of any
registration or other legal requirement in any jurisdiction.

It is the responsibility of any person (including, without limitation, custodians, agents,
nominees and trustees) outside the United Kingdom wishing to apply for New Ordinary
Shares under the Rights Issue to satisfy themself as to the full observance of the laws of any
relevant territory in connection therewith, including obtaining any governmental or other
consents that may be required, observing any other formalities required to be observed in
such territory and paying any issue, transfer or other taxes due in such territory.

TAXATION

Your attention is drawn to Part XVI (United Kingdom Taxation) of this document in relation to
taxation matters. If you are in any doubt as to your tax position, you should consult your own
professional adviser without delay.

EMPLOYEE SHARE SCHEMES

In accordance with the rules of the Share-Based Incentive Plans the number of ordinary
shares subject to subsisting awards under such schemes and/or the exercise price (if any)
may be adjusted to take account of the issue of New Ordinary Shares pursuant to the Rights
Issue. Participants will be informed of any such adjustments in due course.

FURTHER INFORMATION

Your attention is drawn to Part |l (Risk Factors) of this document and to Part XVII (Additional
Information) of this document. Investors should read all of the information contained in this
document and the information incorporated by reference and not rely on the information
summarised in this Part VII (Letter from the Chair), including the summarised financial
information. If you are a Qualifying Shareholder, and, subject to certain exceptions, unless
you have a registered address in, or are resident in, one of the Excluded Territories, your
attention is drawn in connection with the Rights Issue to the further information contained in
Part VIII (Terms and Conditions of the Rights Issue) and Part IX (Questions and Answers
regarding the Rights Issue) of this document. Shareholders and prospective investors should
read the whole of this document and not rely solely on the information set out in this letter.

SHAREHOLDER AUTHORISATION

At the Annual General Meeting of the Company held on 13 May 2025, the resolutions set out
in the notice of the Annual General Meeting dated 26 March 2025 were passed by the
requisite majorities of Shareholders. The New Ordinary Shares will be allocated and issued
pursuant to the authorities granted at that Annual General Meeting. It is therefore not
necessary to obtain any further approval from Shareholders to implement the Rights Issue.

DIRECTORS’ INTENTIONS

The Board considers that the Rights Issue is in the best interests of the Company and the
Shareholders of the Chesnara Group as a whole. Each Director who holds Ordinary Shares,
will, to the extent that he or she is able to, take up his or her rights in respect of his or her
Ordinary Shares to subscribe for New Ordinary Shares under the Rights Issue, as set out in
paragraph 6.5 of Part XVII (Additional Information) of this document.

Yours faithfully,

Luke Savage

Chair
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PART Vi
TERMS AND CONDITIONS OF THE RIGHTS ISSUE

Introduction

The Company is proposing to raise gross proceeds of approximately £140 million by way of
a rights issue of 79,539,337 New Ordinary Shares (the “Rights Issue”). Subject to the
fulfilment of the conditions of the Underwriting Agreement, the New Ordinary Shares will be
offered under the Rights Issue by way of rights at 176 pence per New Ordinary Share (the
“Issue Price”). This Rights Issue will be on the basis of:

10 New Ordinary Shares for every 19 Existing Ordinary Shares

held on the Record Date (and so in proportion for any other number of Existing Ordinary
Shares then held) and otherwise on the terms and conditions as set out in this document
and, in the case of Qualifying Non-CREST Shareholders (other than, subject to limited
exceptions, Shareholders with a registered address, or located or resident, in one of the
Excluded Territories), the Provisional Allotment Letters.

Times and dates referred to in this Part VIIl (Terms and Conditions of the Rights Issue) have
been included on the basis of the expected timetable for the Rights Issue set out in Part IV
(Expected Timetable of Principal Events) of this document.

The Issue Price of 176 pence per New Ordinary Share represents a 40% discount to the
Closing Price of 293.50 pence per Share on the Latest Practicable Date and a 30.4%
discount to TERP of 252.98 pence per Ordinary Share calculated by reference to the
Closing Price on the Latest Practicable Date.

Qualifying Shareholders who do not (or who are not permitted to) take up their entitlements
to New Ordinary Shares will have their proportionate shareholdings in the Company diluted
by approximately 34.5%. For the purposes of calculating: (i) the number of New Ordinary
Shares to be issued pursuant to the Rights Issue; (ii) the specified increases to the
Company’s issued ordinary share capital resulting from the Rights Issue; and (jii) the
specified dilutive effect of the Rights Issue, the issuance of any Ordinary Shares in respect
of the vesting or exercise of any awards under the Share-Based Incentive Plans which may
occur between the Latest Practicable Date and the completion of the Rights Issue has been
disregarded. Those Qualifying Shareholders who take up the New Ordinary Shares
provisionally allotted to them in full will, subject to the rounding down and sale of any
fractions, retain the same proportionate voting and distribution rights as held by them on the
Record Date.

The Nil Paid Rights (also described as New Ordinary Shares, nil paid) are entitlements to
acquire the New Ordinary Shares subject to payment of the Issue Price. The Fully Paid
Rights (also described as New Ordinary Shares, fully paid) are entittements to receive the
New Ordinary Shares, for which a payment has already been made.

Holdings of Existing Ordinary Shares in certificated and uncertificated form will be treated as
separate holdings for the purpose of calculating entittements under the Rights Issue.
Entitlements to New Ordinary Shares will be rounded down to the next lowest whole number
(or to zero in the case of shareholders holding fewer than 19 Existing Ordinary Shares on
the Record Date) and fractions of New Ordinary Shares will not be allotted to Qualifying
Shareholders. Such fractions will be aggregated and, if possible, sold as soon as practicable
after the commencement of dealings in the New Ordinary Shares, nil paid. The net proceeds
of such sale (after deduction of expenses (including any applicable brokerage fees and
commissions and amounts in respect of related VAT)) due to each of the relevant
Shareholder(s) of less than £5.00 will be aggregated and will ultimately accrue for the benefit
of the Company.

Overseas Shareholders or any person (including, without limitation, custodians,
nominees and trustees) who has a contractual or other legal obligation to forward
this document into a jurisdiction other than the UK should consider paragraph 7
below. The offer of New Ordinary Shares under the Rights Issue will not be made into
certain territories. Subject to the provisions of paragraph 7 below, Shareholders with
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a registered address in an Excluded Territory are not being sent this document and
will not be sent Provisional Allotment Letters.

Applications will be made to the FCA and to the LSE for the New Ordinary Shares to be
admitted to listing on the equity shares (commercial companies) category of the Official List
and to trading on the LSE’s main market for listed securities, respectively. It is expected that
the Rights (Nil and Fully Paid) will be admitted to trading on a multi-lateral trading facility of
the London Stock Exchange. It is expected that Admission will become effective at 8.00 a.m.
on 8 July 2025, that dealings in the Rights (Nil and Fully Paid) will commence as soon as
possible after 8.00 a.m. on that date, and that dealings in the New Ordinary Shares (fully
paid) will commence on the London Stock Exchange at the time and date shown in the
Expected Timetable of Principal Events set out in this document.

The Existing Ordinary Shares are already admitted to CREST. No further application for
admission to CREST is required for the New Ordinary Shares and all of the New Ordinary
Shares when issued and fully paid may be held and transferred by means of CREST.
Applications will be made for the Nil Paid Rights and the Fully Paid Rights to be admitted to
CREST. Euroclear requires the Company to confirm to it that certain conditions (imposed by
the CREST Manual) have been satisfied before Euroclear will admit any security to CREST.
It is expected that these conditions will be satisfied, in respect of the Nil Paid Rights and the
Fully Paid Rights, on Admission of the Rights (Nil and Fully Paid). As soon as practicable
after satisfaction of the conditions, the Company will confirm this to Euroclear.

The International Securities Identification Number (“ISIN”) for the New Ordinary Shares will
be the same as that of the Existing Ordinary Shares, being GBOOBOOFPT80. The ISIN for
the Nil Paid Rights will be GBOOBROW1Q72 and for the Fully Paid Rights will be
GBOOBROW1R89.

None of the New Ordinary Shares are being offered to the public other than pursuant to the
Rights Issue. The Company reserves the right to decide not to proceed with the Rights Issue
at any time before Admission and the commencement of dealings of the Nil Paid Rights and
Fully Paid Rights on a multi-lateral trading facility of the London Stock Exchange.

The Rights Issue is conditional, inter alia, upon:

(i) the Underwriting Agreement having become unconditional in all respects (save for the
condition relating to Admission) and not having been terminated in accordance with
its terms prior to Admission; and

(i) Admission becoming effective by not later than 8.00 a.m. on 8 July 2025 (or such
later time and/or date as the Company may agree with the Global Coordinator).

The Rights Issue is fully underwritten by the Underwriters pursuant to the terms and subject
to the conditions of the Underwriting Agreement. The Underwriting Agreement is conditional
upon certain matters being satisfied prior to Admission. The Underwriting Agreement may be
terminated by the Underwriters prior to Admission upon the occurrence of certain specified
events, in which case the Rights Issue will not proceed. For the avoidance of doubt,
Admission will not proceed in the event the conditions are not satisfied or the Underwriting
Agreement is terminated. The Underwriting Agreement is not capable of termination following
Admission. The Underwriters may arrange sub-underwriting for some, all or none of the New
Ordinary Shares. A summary of certain terms and conditions of the Underwriting Agreement
is contained in paragraph 9.1.2 of Part XVII (Additional Information) of this document.

The Joint Bookrunners and any of their respective affiliates may engage in trading activity in
connection with their roles under the Underwriting Agreement and, in that capacity, may
retain, purchase, sell, offer to sell or otherwise deal for their own account in securities of the
Company and related or other securities and instruments (including Shares, Nil Paid Rights
and Fully Paid Rights) for the purpose of hedging their underwriting exposure or otherwise.
Accordingly, references in this document to Nil Paid Rights, Fully Paid Rights or New
Ordinary Shares being issued, offered, subscribed, acquired, placed or otherwise dealt in
should be read as including any issue or offer to, or subscription, acquisition, placing or
dealing by, the Joint Bookrunners and any of their affiliates acting as investors for their own
account. The Underwriters may coordinate a sell down in the event that any underwriting
obligation arises as a result of the Rights Issue. Except as required by applicable law or
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regulation, none of the Joint Bookrunners proposes to make any public disclosure in relation
to such transactions. In addition, certain of the Joint Bookrunners or their affiliates may enter
into financing arrangements (including swaps or contracts for differences) with investors in
connection with which such Joint Bookrunners (or their affiliates) may from time to time
acquire, hold or dispose of Ordinary Shares.

Subject, inter alia, to the conditions referred to above being satisfied (other than the
condition relating to Admission) and save as provided in paragraph 7 below, it is intended
that:

(i) Provisional Allotment Letters in respect of Nil Paid Rights will be dispatched on
4 July 2025 to Qualifying Non-CREST Shareholders, other than, subject to certain
exceptions, to Shareholders with a registered address, or resident or located, in one
of the Excluded Territories;

(i) the Receiving Agent will instruct Euroclear to credit the appropriate stock accounts of
Qualifying CREST Shareholders (other than, subject to certain limited exceptions,
Qualifying CREST Shareholders with registered addresses, or who are resident or
located, in any of the Excluded Territories) with such Shareholders’ entitlements to Nil
Paid Rights, as soon as practicable after 8.00 a.m. on 8 July 2025;

(iii) the Nil Paid Rights and the Fully Paid Rights will be enabled for settlement by
Euroclear as soon as practicable after the Company has confirmed to Euroclear that
all the conditions for admission of such rights to CREST have been satisfied, which is
expected to be as soon as practicable after 8.00 a.m. on 8 July 2025;

(iv) New Ordinary Shares will be credited to the appropriate stock accounts of the
relevant Qualifying CREST Shareholders (or their renouncees) who validly take up
their rights, as soon as practicable after 8.00 a.m. on 23 July 2025; and

(V) share certificates for the New Ordinary Shares will be despatched to relevant
Qualifying Non- CREST Shareholders or their renounces by not later than
4 August 2025.

The offer will be made to Qualifying Non-CREST Shareholders other than, subject to limited
exceptions, to Shareholders with a registered address, or resident or located, in one of the
Excluded Territories by way of the Provisional Allotment Letter (as described in
step (i) above) and to Qualifying CREST Shareholders other than, subject to limited
exceptions, to Shareholders with a registered address, or resident, in one of the Excluded
Territories by way of the enablement of the Nil Paid Rights and the Fully Paid Rights (as
described in step (iii) above) (such Shareholders’ stock accounts having been credited as
described in step (ii) above).

The New Ordinary Shares will, when issued and fully paid, rank pari passu in all respects
with the Existing Ordinary Shares, including the right to receive all dividends or other
distributions made, paid or declared after the date of their issue. There will be no restrictions
on the free transferability of the New Ordinary Shares save as provided in the Articles. The
rights attaching to the New Ordinary Shares are governed by the Articles, a summary of
certain provisions of which is set out in paragraph 5 of Part XVII (Additional Information) of
this document.

All documents, including Provisional Allotment Letters (which constitute temporary documents
of title) and cheques and banker’s draft posted to, by or from Qualifying Shareholders and/or
their transferees or renouncee (or their agents, as appropriate) will be posted at their own
risk.

Qualifying Shareholders taking up their rights by completing a Provisional Allotment Letter or
by sending a Many-To-Many (“MTM”) instruction to Euroclear will be deemed to have given
the representations and warranties set out in paragraph 8 of this Part VIl (Terms and
Conditions of the Rights Issue), unless the requirement is waived by the Company with the
consent of the Underwriters.
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Action to be taken

The action to be taken in respect of the New Ordinary Shares depends on whether, at
the relevant time, the Nil Paid Rights or the Fully Paid Rights in respect of which
action is to be taken are in certificated form (that is, are represented by Provisional
Allotment Letters) or are in uncertificated form (that is, are in CREST).

If you are a Qualifying Non-CREST Shareholder and you do not have a registered address
in, and are not located in, any of the Excluded Territories, please refer to paragraphs 3, 5, 6
and 8 to 11 (inclusive) below .

If you are a Qualifying CREST Shareholder and you do not have a registered address in,
and are not located in, any of the Excluded Territories, please refer to paragraphs 4, 5, 6
and 8 to 11 (inclusive) below and to the CREST Manual for further information on the
CREST procedures referred to below.

If you are a Shareholder with a registered address in, or who is a citizen or resident of, an
Excluded Territory or any other jurisdictions where the extension and availability of the Rights
Issue would breach any applicable law, or if you are holding Ordinary Shares on behalf of, or
for the account or benefit of any person on a non-discretionary basis who is in any such
jurisdiction, the offer of New Ordinary Shares is not, subject to certain exceptions, being
made to you. Please refer to paragraph 7 below.

CREST sponsored members should refer to their CREST sponsors, as only their
CREST sponsors will be able to take the necessary actions specified below to take
up the entitlements or otherwise to deal with the Nil Paid Rights or Fully Paid Rights
of CREST sponsored members.

All enquiries in relation to the Provisional Allotment Letters should be addressed to
the shareholder helpline at MUFG Corporate Markets on 0371 664 0321 (the
“Shareholder Helpline”). Calls are charged at the standard geographic rate and will
vary by provider. Calls outside the United Kingdom will be charged at the applicable
international rate. The helpline is open between 9.00 am - 5.30 pm, Monday to Friday
excluding UK public holidays. Please note that MUFG Corporate Markets cannot
provide any financial, legal or tax advice and calls may be recorded and monitored
for security and training purposes. Action to be taken by Qualifying Non-
CREST Shareholders and Qualifying AML Nominee Service Shareholders in relation to
the Nil Paid Rights represented by Provisional Allotment Letters

Action to be taken by Qualifying Non-CREST Shareholders in relation to Nil Paid Rights
represented by Provisional Allotment Letters

General

Provisional Allotment Letters are expected to be despatched to Qualifying Non-
CREST Shareholders on 4 July 2025. Each Provisional Allotment Letter will set out:

(i) the holding on the Record Date of Existing Ordinary Shares in certificated form on
which a Qualifying Non-CREST Shareholder’s entitlement to New Ordinary Shares has
been based,;

(i) the aggregate number of New Ordinary Shares which have been provisionally allotted
to that Qualifying Non-CREST Shareholder with respect to the Existing Ordinary
Shares referred to in (i);

(iii) the amount payable by a Qualifying Non-CREST Shareholder at the Issue Price to
take up their entitlement in full;

(iv) the procedures to be followed if a Qualifying Non-CREST Shareholder wishes to
dispose of all or part of their entittement or to convert all or part of their entitlement
into uncertificated form;

(V) the procedures to be followed if a Qualifying Non-CREST Shareholder wishes to take
up all or part of their entitiement;
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(vi) the procedures to be followed if a Qualifying Non-CREST Shareholder who is eligible
to use the Special Dealing Service wishes to sell all of their Nil Paid Rights or to
effect a Cashless Take-up using the Special Dealing Service; and

(vii)  instructions regarding acceptance and payment, consolidation, splitting and registration
of renunciation (where applicable).

On the basis that Provisional Allotment Letters are posted on 4 July 2025, and that dealings
in Nil Paid Rights commence on 8 July 2025, the latest time and date for acceptance and
payment in full will be 11.00 a.m. on 22 July 2025.

If the Rights Issue is delayed so that Provisional Allotment Letters cannot be despatched on
4 July 2025 or if the timetable for the Rights Issue is otherwise amended, the expected
timetable, as set out at the front of this document, will be adjusted accordingly and the
revised dates will be set out in the Provisional Allotment Letters and announced through a
Regulatory Information Service. All references to times and/or dates in this Part VIIl (Terms
and Conditions of the Rights Issue) should be read as being subject to such adjustment.

Procedure for acceptance and payment
3.2.1 Qualifying Non-CREST Shareholders who wish to take up their entitlement in full

Holders of Provisional Allotment Letters who wish to take up all of their Nil Paid
Rights must complete and return the Provisional Allotment Letter, together with a
cheque or bankers draft in pounds sterling, made payable to ‘MUFG Corporate
Markets Re Chesnara Plc Rights Issue A/C” and crossed “A/ C payee only“, for the
full amount payable on acceptance, in accordance with the instructions printed on the
Provisional Allotment Letter, by post or by hand (during normal business hours only)
to MUFG Corporate Markets Corporate Actions, Central Square, 29 Wellington Street,
Leeds, LS1 4DL so as to arrive as soon as possible and in any event so as to be
received by not later than 11.00 a.m. on 22 July 2025. A reply-paid envelope will be
enclosed with the Provisional Allotment Letter for this purpose and for use in the UK
only. If you post your Provisional Allotment Letter within the UK by first-class post, it
is recommended that you allow at least four days for delivery.

Once your Provisional Allotment Letter, duly completed, and payment have been
received by the Receiving Agent in accordance with the above, you will have
accepted the offer to subscribe for the number of New Ordinary Shares specified on
your Provisional Allotment Letter.

3.2.2 Qualifying Non-CREST Shareholders who wish to take up some (but not all) of their
entitlement

Holders of Provisional Allotment Letters who wish to take up some but not all of their
Nil Paid Rights or Fully Paid Rights (other than by using the Special Dealing Service
described in paragraph 3.5 of this Part VIl (Terms and Conditions of the Rights Issue)
and wish to sell some or all of those Rights which they do not want to take up should
first apply for split Provisional Allotment Letters by completing Form X on the
Provisional Allotment Letter and returning it, together with a covering letter stating the
number of split Provisional Allotment Letters required and the number of Nil Paid
Rights or Fully Paid Rights (if appropriate) to be comprised in each split Provisional
Allotment Letter, by post or by hand (during normal business hours only) to MUFG
Corporate Markets Corporate Actions Central Square, 29 Wellington Street,
Leeds, LS1 4DL by 3.00 p.m. on 18 July 2025, the last date and time for splitting
Provisional Allotment Letters. The Provisional Allotment Letter will then be cancelled
and exchanged for the split Provisional Allotment Letters required. Such holders of
Provisional Allotment Letters should then deliver the split Provisional Allotment Letter
representing the rights they wish to take up together with a cheque or banker’s draft
in pounds sterling for this number of rights, payable to “MUFG Corporate Markets Re
Chesnara Plc Rights Issue A/C” and crossed “A/C payee only” by 11.00 a.m. on
22 July 2025, the last date and time for acceptance. The further split Provisional
Allotment Letters (representing the New Ordinary Shares the Shareholder does not
wish to take up) will be required in order to sell those rights not being taken up.

57



3.2.3

324

3.2.5

Qualifying Non-CREST Shareholders who wish to take action themselves to
dispose of some or all of their Nil Paid Rights

Any Qualifying Non-CREST Shareholder who is permitted to and wishes to sell all or
part of their Nil Paid Rights should contact their stockbroker or bank or other
appropriate authorised independent financial adviser to arrange the sale of those Nil
Paid Rights in the market. The stockbroker, bank or other authorised independent
financial adviser will require the Provisional Allotment Letter to arrange such sale, and
you will need to make arrangements with the stockbroker, bank or other authorised
independent financial adviser for the completion of the Provisional Allotment Letter
and its despatch to the stockbroker, bank or other authorised independent financial
adviser. Nil Paid Rights may only be transferred in compliance with applicable
securities laws and regulations of all relevant jurisdictions where the rights are not
being taken up.

Alternatively, Qualifying Non-CREST Shareholders who wish to take up some of their
Rights (other than by using the Special Dealing Service described in paragraph 3.5 of
this Part VIII (Terms and Conditions of the Rights Issue)), without selling or
transferring the remainder, should complete Form X on the original Provisional
Allotment Letter and return it, together with a covering letter confirming the number of
rights to be taken up and a cheque or banker’s draft in pounds sterling to pay for this
number of Ordinary Shares, by post or by hand (during normal business hours only)
to MUFG Corporate Markets Corporate Actions, Central Square, 29 Wellington Street,
Leeds, LS1 4DL. In this case, the Provisional Allotment Letter and payment must be
received by MUFG Corporate Markets by 11.00 a.m. on 18 July 2025, the last date
and time for splitting Provisional Allotment Letters.

Qualifying Non-CREST Shareholders who do not wish to take up their rights at all
and do not wish to take action themselves to sell all or any of those rights

Qualifying Non-CREST Shareholders who do not wish to take up their rights (including
rights held on their behalf) at all and who do not wish to take action themselves to
sell all or any of those rights do not need to do anything.

If Qualifying Non-CREST Shareholders do not return their Provisional Allotment Letters
by 11.00 a.m. on 22 July 2025, the Company has made arrangements under which
the Joint Bookrunners will try to find investors to take up such rights. If they do find
investors who agree to pay a premium above the Issue Price and the related
expenses of procuring those investors (including any applicable brokerage fees and
commissions and amounts in respect of related irrecoverable VAT), then Qualifying
Non-CREST Shareholders, so entitled will be paid for the amount of that aggregate
premium above the lIssue Price less related expenses (including any applicable
brokerage fees and commissions and amounts in respect of related VAT), so long as
the amount in question is at least £5.00, by cheque posted to their address appearing
on the register of members of the Company (or to the first-named holder if you hold
your Ordinary Shares jointly). No payment will be made of individual amounts of less
than £5.00, which will be aggregated and will accrue for the benefit of the Company.

Company’s discretion as to validity of acceptances

If payment is not received in full by 11.00 am. on 22 July 2025, the provisional
allotment will (unless the Company has exercised its right to treat as valid an
acceptance, as set out below) be deemed to have been declined and will lapse. The
Company may elect, but shall not be obliged, to treat as valid Provisional Allotment
Letters and accompanying remittances for the full amount due which are received
prior to 11.00 a.m. on 22 July 2025.

The Company may elect, but shall not be obliged to treat as a valid acceptance, the
receipt of appropriate remittance by 11.00 a.m. on 22 July 2025, from an authorised
person (as defined in the FSMA) specifying the number of New Ordinary Shares to
be acquired and containing an undertaking by that person to lodge the relevant
Provisional Allotment Letters, duly completed, in due course.

The Company may also (in its sole discretion) treat a Provisional Allotment Letter as
valid and binding on the person(s) by whom or on whose behalf it is lodged even if it
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is not completed in accordance with the relevant instructions or is not accompanied
by a valid power of attorney where required.

The Company reserves the right to treat as invalid any acceptance or purported
acceptance of the New Ordinary Shares that appears to the Company to have been
executed in, despatched from or that provided an address for delivery of definitive
share certificates for New Ordinary Shares in an Excluded Territory unless the
Company is satisfied, and subject to approval by the Global Coordinator (acting in
good faith) that such action would not result in the contravention of any registration or
other legal requirement in any jurisdiction.

The provisions of this paragraph 3.2.5 and any other terms of the Rights Issue
relating to Qualifying Non-CREST Shareholders may be waived, varied or modified as
regards specific Qualifying Non-CREST Shareholder(s) or on a general basis by the
Company, with the agreement of the Global Coordinator.

A Qualifying Non-CREST Shareholder who makes a valid acceptance and payment in
accordance with this paragraph 3.2 is deemed to request that the New Ordinary
Shares to which they will become entitled be issued to them on the terms and
conditions set out in this document and subject to the Articles.

Payments

All payments must be in pounds sterling and made by cheque or banker’s draft made
payable to MUFG Corporate Markets Re Chesnara Plc Rights Issue A/C” and crossed
“A/C payee only“. Cheques or banker’s drafts must be drawn on a bank or building
society or branch of a bank or building society in the UK or Channel Islands which is
either a settlement member of the Cheque and Credit Clearing Company Limited or
the CHAPS Clearing Company Limited or which has arranged for its cheques and
banker's drafts to be cleared through the facilities provided by any of those
companies or committees and must bear the appropriate sort code in the top right-
hand corner. Cheques must be drawn on the personal account to which the
Qualifying Non- CREST Shareholder (or their nominee) has sole or joint title to the
funds. Third party cheques may not be accepted with the exception of building
society cheques or banker’s drafts where the building society or bank has inserted
details of the name of the account holder and have either added the building society
or bank branch stamp on the back of the cheque or draft (as appropriate) or have
provided a supporting letter confirming the source of funds. The name of the account
holder should be the same as the name of the shareholder shown on page 1 of the
Provisional Allotment Letter. Post-dated cheques will not be accepted. Cheques or
banker’s drafts will be presented for payment upon receipt. No interest will be paid on
payments. It is a term of the Rights Issue that cheques shall be honoured on first
presentation and the Company may elect to treat as invalid any acceptances in
respect of which cheques are not so honoured. Return of a completed Provisional
Allotment Letter will constitute a warranty that the cheque will be honoured on first
presentation. All documents, cheques and banker’s drafts sent through the post will
be sent at the risk of the sender. Payments via CHAPS, BACS or electronic transfer
will not be accepted.

If the New Ordinary Shares have already been allotted to a Qualifying Non-
CREST Shareholder prior to any payment not being so honoured upon first
presentation or such acceptances being treated as invalid, the Company may (in its
absolute discretion as to manner, timing and terms) make arrangements for the sale
of such New Ordinary Shares on behalf of such Qualifying Non-CREST Shareholder
and hold the proceeds of sale (net of the Company’s reasonable estimate of any loss
it has suffered as a result of the same and of the expenses of the sale, including,
without limitation, any stamp duty or SDRT payable on the transfer of such New
Ordinary Shares, and of all amounts payable by such Qualifying Non-
CREST Shareholder pursuant to the terms of the Rights Issue in respect of the
acquisition of such New Ordinary Shares) on behalf of such Qualifying Non-
CREST Shareholder. Neither the Company nor the Joint Bookrunners nor any other
person shall be responsible for, or have any liability for, any loss, expense or damage
suffered by such Qualifying Non-CREST Shareholder as a result.
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If a cheque or banker’s draft sent by a Qualifying Non-CREST Shareholder is drawn
for an amount different from that set out in Box 3 of that Qualifying Non-
CREST Shareholder’s Provisional Allotment Letter, that Shareholder’s application shall
be treated as an acceptance in respect of such whole number of New Ordinary
Shares which could be acquired at the Issue Price with the amount for which the
cheque or banker’s draft is drawn (and not the amount set out in Box 3 of the
Provisional Allotment Letter). Any balance from the amount of the cheque will be
retained for the benefit of the Company.

Holders of Provisional Allotment Letters who wish to take up any of their
entitlements must make the representations and warranties set out in
paragraph 8 below.

Money Laundering Regulations

It is a term of the Rights Issue that, to ensure compliance with the Money Laundering,
Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017 (the
“Money Laundering Regulations”), the Receiving Agent may require verification of the
identity of the beneficial owner by whom or on whose behalf a Provisional Allotment Letter is
lodged with payment (which requirements are referred to below as the “verification of identity
requirements”). If an application is made by a UK regulated broker or intermediary acting as
agent and which is itself subject to the Money Laundering Regulations, any verification of
identity requirements is the responsibility of such broker or intermediary and not of the
Registrar. In such case, the lodging agent’s stamp should be inserted on the Provisional
Allotment Letter. The person(s) (the “acceptor”’) who, by lodging a Provisional Allotment
Letter with payment, and in accordance with the other terms as described above, accept(s)
directly or indirectly, the allotment of the New Ordinary Shares (the “relevant shares”)
comprised in such Provisional Allotment Letter (being the provisional allottee or, in the case
of renunciation, the person named in such Provisional Allotment Letter) shall thereby be
deemed to agree to provide the Registrar and/or the Company with such information and
other evidence as they or either of them may require to satisfy the verification of identity
requirements and agree for the Registrar to make a search using a credit reference agency
for the purpose of confirming such identity where deemed necessary. A record of the search
will be retained.

If the Receiving Agent determines that the verification of identity requirements apply to an
acceptance of an allotment and the verification of identity requirements have not been
satisfied (which the Receiving Agent shall in its absolute discretion determine) by 11.00 a.m.
on 22 July 2025, the Company may, in its absolute discretion, and without prejudice to any
other rights of the Company: (i) treat the acceptance as invalid, in which event the
application monies will be returned (at the applicant’s risk) without interest to the account of
the bank or building society on which the relevant cheque or banker's draft was drawn; or
(i) may confirm the allotment of the relevant shares to the acceptor but (notwithstanding any
other term of the Rights Issue) such shares will not be issued to them or registered in their
name until the verification of identity requirements have been satisfied (which the Receiving
Agent shall in its absolute discretion determine). If the acceptance is not treated as invalid
and the verification of identity requirements are not satisfied within such period, being not
less than seven days after a request for evidence of identity is despatched to the acceptor,
as the Company may in its absolute discretion allow, the Company will be entitled to make
arrangements (in its absolute discretion as to manner, timing and terms) to sell the relevant
shares (and for that purpose the Company will be expressly authorised to act as agent of
the acceptor). Any proceeds of sale (net of expenses) of the relevant shares which shall be
issued to and registered in the name of the purchaser(s) or an amount equivalent to the
original payment, whichever is the lower, will be held by the Company on trust for the
acceptor, subject to the requirements of the Money Laundering Regulations. The Receiving
Agent is entitled in its absolute discretion to determine whether the verification of identity
requirements apply to any acceptor and whether such requirements have been satisfied.
Neither the Company, the Joint Bookrunners nor the Receiving Agent will be liable to any
person for any loss suffered or incurred as a result of the exercise of any such discretion or
as a result of any sale of relevant shares.
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Return of a Provisional Allotment Letter with the appropriate remittance will constitute
a warranty from the acceptor that the Money Laundering Regulations will not be
breached by acceptance of such remittance and an undertaking to provide promptly
to the Registrar such information as may be specified by the Registrar as being
required for the purpose of the Money Laundering Regulations. If the verification of
identity requirements apply, failure to provide the necessary evidence of identity may
result in your acceptance being treated as invalid or in delays in the despatch of a
receipted fully paid Provisional Allotment Letter, share certificate or other documents
relating to the Rights Issue (as applicable).

The verification of identity requirements will not usually apply:

(i) if the acceptor is an organisation required to comply with the Money Laundering
Directive 2018/843/EU of the European Parliament and of the Council of 9 July 2018
on the prevention of the use of the financial system for the purpose of money
laundering and terrorist financing;

(i) if the acceptor is a regulated UK broker or intermediary acting as agent and is itself
subject to the Money Laundering Regulations;

(iii) the applicant is a company whose securities are listed on a regulated market subject
to specified disclosure obligations;

(iv) if the acceptor (not being an acceptor who delivers their acceptance in person)
makes payment by way of a cheque drawn on an account in the name of such
acceptor; or

(v) if the aggregate subscription price for the relevant shares is less than €15,000 (or its
pound sterling equivalent).

Where the verification of identity requirements apply, please note the following as this will
assist in satisfying the requirements. Satisfaction of the verification of identity requirements
may be facilitated in the following ways:

(i) if payment is made by cheque or banker’s draft in pounds sterling drawn on a branch
in the UK of a bank or building society and bears a UK bank sort code number in the
top right-hand corner, the following applies. Cheques should be made payable to
“MUFG Corporate Markets Re Chesnara Plc Rights Issue A/C” and crossed “A/C
payee only”. Third party cheques may not be accepted with the exception of building
society cheques or banker’s drafts where the building society or bank has inserted
details of the name of the account holder and have either added the building society
or bank branch stamp on the back of the cheque or draft (as applicable) or have
provided a supporting letter confirming the source of funds. The name of the account
holder should be the same as the name of the shareholder shown on page 1 or
page 4 of the Provisional Allotment Letter;

(i) if the Provisional Allotment Letter is lodged with payment by an agent which is an
organisation of the kind referred to in (a) above or which is subject to anti money-
laundering regulation in a country which is a member of the Financial Action Task
Force (the non-EU members of which are Argentina, Australia, Brazil, Canada, China,
Hong Kong, Iceland, India, Indonesia, Israel, Japan, Korea, Malaysia, Mexico, New
Zealand, Norway, the Russian Federation (whose membership has been suspended
since 24 February 2023 and continues to be suspended as at the date of this
document), Saudi Arabia, Singapore, South Africa, Switzerland, Turkey, the United
Kingdom, the United States of America and, by virtue of their membership of the Gulf
Co-operation Council, Bahrain, Kuwait, Oman, Qatar and the UAE), the agent should
provide written confirmation with the Provisional Allotment Letter that it has that status
and a written assurance that it has obtained and recorded evidence of the identity of
the persons for whom it acts and that it will on demand make such evidence
available to the Registrar or the relevant authority; or

(iii) if a Provisional Allotment Letter is lodged by hand by the acceptor in person, they
should ensure that they have with them evidence of identity bearing their photograph
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(for example, their passport) and evidence of their address (for example, a recent
bank statement).

In order to confirm the acceptability of any written assurance referred to in (b) above or any
other case, the acceptor should contact MUFG Corporate Markets on the Shareholder
Helpline on 0371 664 0321 (from within the UK) or on +44371 664 0321 (if calling from
outside the UK). Calls may be recorded and monitored for security and training purposes.
Please note that the Shareholder Helpline operators cannot provide advice on the merits of
the Rights Issue nor give financial, tax, investment or legal advice.

Dealings in Nil Paid Rights

Assuming the Rights Issue becomes unconditional, dealings on the LSE in the Nil Paid
Rights are expected to commence at 8.00 a.m. on 8 July 2025. A transfer of Nil Paid Rights
can be made by renunciation of the Provisional Allotment Letter in accordance with the
instructions printed on it and delivery of the letter to the transferee or to a stockbroker, bank
or other appropriate financial adviser. The latest time and date for registration of renunciation
of Provisional Allotment Letters, nil paid, is expected to be 11.00 a.m. on 22 July 2025.

Special Dealing Service

3.5.1 Qualifying Non-CREST Shareholders who wish to sell all of their entitiement using
the Special Dealing Service

Qualifying Non-CREST Shareholders who are individuals aged 18 or over (in
the case of natural persons) who are resident in the United Kingdom, the
Channel Islands or the Isle of Man (or any other country confirmed by MUFG
Corporate Markets in writing provided that they have requested at their own
exclusive initiative that the Special Dealing Service be provided to them) may
elect to use the Special Dealing Service to sell all of the Nil Paid Rights to
which they are entitled. Such Qualifying Non-CREST Shareholders should complete
and return the Provisional Allotment Letter in accordance with the instructions printed
thereon, by post or by hand (during normal business hours) to MUFG Corporate
Markets, Corporate Actions, Central Square, 29 Wellington Street, Leeds, LS1 4DL by
no later than 11.00 a.m. on 16 July 2025, being the latest time and date for
requesting the sale of Nil Paid Rights through the Special Dealing Service. If you post
your Provisional Allotment Letter within the United Kingdom by first-class post, it is
recommended that you allow at least four days for delivery.

If a Qualifying Non-CREST Shareholder elects to use the Special Dealing Service to
sell all of their Nil Paid Rights or to effect a Cashless Take-up using their Provisional
Allotment Letter, they are required to provide the following personal details in respect
of the holder of the Provisional Allotment Letter: (i) full name; (ii) nationality; (iii);
national client identifier or LEI (if your Ordinary Shares are registered in a corporate
name); and (iv) date of birth.

Additionally, when electing to use the Special Dealing Service by returning their
Provisional Allotment Letter, all Qualifying Non-CREST Shareholders named in the
Provisional Allotment Letter must sign it. Failure to do so will cause MUFG Corporate
Markets to reject any instructions electing to use the Special Dealing Service.

If a Qualifying Non-CREST Shareholder does not have a national client identifier or
LEI (if their Ordinary Shares are registered in a corporate name), they should include
“N/A” in respect of this information so that MUFG Corporate Markets can generate an
ID where possible.

Without this information MUFG Corporate Markets may not be able to carry out any
instructions electing to use the Special Dealing Service.

For the avoidance of doubt, the Company accepts (and it is a term of the Rights
Issue that it shall have) no responsibility or liability whatsoever to shareholders for or
in respect of the Special Dealing Service operated by MUFG Corporate Markets and,
to the fullest extent permitted by law, disclaims any duty, liability or responsibility
whatsoever (whether direct or indirect and whether arising in contract, tort, under
statute or otherwise) in respect of such service or its operation.
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3.5.3

Qualifying Non-CREST Shareholders who wish to effect a Cashless Take-up using
the Special Dealing Service

Qualifying Non-CREST Shareholders who are individuals aged 18 or over (in the case
of natural persons) who are resident in the United Kingdom, the Channel Islands or
the Isle of Man (or any other country confirmed by MUFG Corporate Markets in
writing provided that they have requested at their own exclusive initiative that the
Special Dealing Service be provided to them) may elect to use the Special Dealing
Service to sell a sufficient number of Nil Paid Rights to raise money to effectuate a
Cashless Take-up of their remaining rights through the Special Dealing Service
operated by MUFG Corporate Markets.

Any such Qualifying Non-CREST Shareholders who wish to effect a Cashless Take-up
should complete and return the Provisional Allotment Letter in accordance with the
instructions printed thereon, by post or by hand (during normal business hours only)
to MUFG Corporate Markets Corporate Actions, Central Square, 29 Wellington Street,
Leeds, LS1 4DL by no later than 11.00 a.m. on 16 July 2025, being the latest time
and date for requesting a Cashless Take-up through the Special Dealing Service.

If you post your Provisional Allotment Letter within the United Kingdom by first-class
post, it is recommended that you allow at least four Business Days for delivery.

If a Qualifying Non-CREST Shareholder elects to use the Special Dealing Service to
sell all of their Nil Paid Rights or to effect a Cashless Take-up using their Provisional
Allotment Letter, they are required to provide the following personal details in respect
of the holder of the Provisional Allotment Letter: (i) full name; (ii) nationality;
(ili) national client identifier or LEl (if your Ordinary Shares are registered in a
corporate name); and (iv) date of birth.

Additionally, when electing to use the Special Dealing Service by returning their
Provisional Allotment Letter, all Qualifying Non-CREST Shareholders named in the
Provisional Allotment Letter must sign it. Failure to do so will cause MUFG Corporate
Markets to reject any instructions electing to use the Special Dealing Service.

If a Qualifying Non-CREST Shareholder does not have a national client identifier or
LEI (if their Ordinary Shares are registered in a corporate name), they should include
“N/A” in respect of this information so that MUFG Corporate Markets can generate an
ID where possible.

Without this information MUFG Corporate Markets may not be able to carry out any
instructions electing to use the Special Dealing Service.

For the avoidance of doubt, the Company accepts (and it is a term of the Rights
Issue that it shall have) no responsibility or liability whatsoever to shareholders for or
in respect of the Special Dealing Service operated by MUFG Corporate Markets and,
to the fullest extent permitted by law, disclaims any duty, liability or responsibility
whatsoever (whether direct or indirect and whether arising in contract, tort, under
statute or otherwise) in respect of such service or its operation.

Terms of the Special Dealing Service

By making an election or giving an instruction under the Special Dealing Service, a
Qualifying Non-CREST Shareholder will be deemed to have represented, warranted
and undertaken that: (a) such Nil Paid Rights will be transferred with full title
guarantee and free from liens, charges, or other third-party rights of any kind; (b) he
or she and any underlying beneficial owner are entitled to sell the Nil Paid Rights;
and (c) the use of the Special Dealing Service by him or her or the sale of the Nil
Paid Rights pursuant to the Special Dealing Service does not and will not breach any
applicable laws. By giving an instruction under the Special Dealing Service, a
Qualifying Non-CREST Shareholder will be deemed to have renounced their Nil Paid
Rights, as applicable to their instruction.

MUFG Corporate Markets will charge a commission of 1% of the gross proceeds of
any sale of Nil Paid Rights effected using the Special Dealing Service, subject to a
minimum of £15 per individual sale. Due to the minimum charge, the Special Dealing
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Service may not be cost effective for all Qualifying Non-CREST Shareholders. For
example, in relation to Qualifying Non-CREST Shareholders selling a small holding, it
is possible that in certain circumstances the administration charge may be more than
the value of the sale proceeds.

Qualifying Non-CREST Shareholders should be aware that by returning the Provisional
Allotment Letter or electing to use the Special Dealing Service, they will be deemed
to be agreeing to the Special Dealing Service Terms and Conditions and make a
legally binding agreement with the Registrar on those terms. The Special Dealing
Service Terms and Conditions will be set out in a document accompanying the
Provisional Allotment Letter. Qualifying Shareholders using such service should
note that they will be clients of the Receiving Agent and not of the Company when
using this service.

The Special Dealing Service Terms and Conditions will be posted to Qualifying Non-
CREST Shareholders together with the Provisional Allotment Letter. A Qualifying Non-
CREST Shareholder who is eligible and elects to use the Special Dealing Service,
agrees to the terms and conditions of the Rights Issue set out in this document and
the Special Dealing Service Terms and Conditions (including how the price for the
sale of their Nil Paid Rights is calculated and the commissions that will be deducted
from the proceeds of the sale of such Nil Paid Rights). Qualifying Non-
CREST Shareholders using the Special Dealing Service should note that they will be
clients of MUFG Corporate Markets and not of the Company when using such
service. MUFG Corporate Markets’ liabilty to such a Qualifying Non-
CREST Shareholder and its responsibility for providing the protections afforded by the
UK regulatory regime to clients for whom such services are provided is as set out in
the Special Dealing Service Terms and Conditions, and neither MUFG Corporate
Markets nor the Company shall have any liability or responsibility to such a person
using the Special Dealing Service except as set out in those Special Dealing Service
Terms and Conditions. None of the Company, the Underwriters or their agents shall
be responsible for any loss, expense or damage (whether actual or alleged) arising
from the terms or timing of any sale, any settlement issues arising from any sale, any
exercise of discretion in relation to any sale, or any failure to procure any sale, of Nil
Paid Rights pursuant to the Special Dealing Service or any other matter relating to
the operation of the Special Dealing Service. Any instructions given by a Qualifying
Non-CREST Shareholder in respect of use of the Special Dealing Service that have
been received by MUFG Corporate Markets may not be cancelled or amended. The
Company, MUFG Corporate Markets and/or their agents shall each have discretion to
determine the eligibility of Qualifying Shareholders, and may each in their sole
discretion interpret instructions on a Provisional Allotment Letter, and none of the
Company, the Underwriters, MUFG Corporate Markets or their agents shall be
responsible for any loss, expense or damage (whether actual or alleged) arising from
any such exercise of discretion.

All  remittances will be sent by post, at the risk of the Qualifying Non-
CREST Shareholder entitled thereto, to the registered address of the relevant
Qualifying Non-CREST Shareholder (or, in the case of joint holders, to the address
associated with the relevant account as it appears on the register of Shareholders).

Chesnara, MUFG Corporate Markets and/or their agents cannot offer financial, legal,
tax or investment advice on the Special Dealing Service. The Special Dealing Service
is an “execution only” service and not a recommendation to buy or sell the Nil Paid
Rights. The Special Dealing Service Terms and Conditions apply to the Special
Dealing Service. The value of the Ordinary Shares and income from them can
fluctuate and when sold, investors may receive less than the original amount invested.
Past performance is not a guide to future returns. The Special Dealing Services is
provided by MUFG Corporate Markets Trustees (UK) Limited which is authorised by
the FCA.

No interest will be payable on any proceeds received from the sale of Nil Paid Rights
under the Special Dealing Service.
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Dealings in Fully Paid Rights

After acceptance of the provisional allotment and payment in full in accordance with the
provisions set out in this document and the Provisional Allotment Letter, the Fully Paid Rights
may be transferred by renunciation of the relevant Provisional Allotment Letter and delivering
it, by post or by hand (during normal business hours) to MUFG Corporate Markets, by not
later than 11.00 a.m. on 22 July 2025. To do this, Qualifying Non-CREST Shareholders will
need to have their fully paid Provisional Allotment Letters returned to them after acceptance
has been effected by the Receiving Agent. However, fully paid Provisional Allotment Letters
will not be returned to Qualifying Non-CREST Shareholders unless their return is requested
by ticking the appropriate box on the Provisional Allotment Letter. After 23 July 2025, the
New Ordinary Shares will be in registered form and transferable in the usual form (see
paragraph 3.11 below), or if they have been issued or converted into uncertificated form, in
electronic form under the CREST system.

No dealings in Fully Paid Rights may be effected using the Special Dealing Service.

It should be noted that Qualifying Non-CREST Shareholders who wish to sell their Fully Paid
Rights will have to take-up their rights by returning their Provisional Allotment Letter and
cheque in the post by following the instructions in paragraph 3.2 above.

Renunciation and Splitting of Provisional Allotment Letters

The Provisional Allotment Letters are fully renounceable (save as required by the laws of
certain overseas jurisdictions) and may be split up to 3.00 p.m. on 18 July 2025 nil paid and
fully paid.

Qualifying Non-CREST Shareholders who wish to transfer all of their Nil Paid Rights or, after
acceptance of the provisional allotment and payment in full, Fully Paid Rights comprised in a
Provisional Allotment Letter may (save as required by the laws of certain overseas
jurisdictions) renounce such allotment by completing and signing Form X on the Provisional
Allotment Letter (if it is not already marked “Original Duly Renounced”) and passing the
entire Provisional Allotment Letter to their stockbroker or bank or other appropriate financial
adviser or to the transferee. Once a Provisional Allotment Letter has been renounced, the
letter will become a negotiable instrument in bearer form and the Nil Paid Rights or Fully
Paid Rights (as appropriate) comprised in the Provisional Allotment Letter may be transferred
by delivery of the Provisional Allotment Letter to the transferee. The latest time and date for
registration of renunciation of Provisional Allotment Letters, fully paid, is 11.00 a.m. on
22 July 2025, and after such date the New Ordinary Shares will be in registered form,
transferable by written instrument of transfer in the usual common form or, if they have been
issued in or converted into uncertificated form, in electronic form under the CREST system.
Qualifying Non-CREST Shareholders should note that fully paid Provisional Allotment Letters
will not be returned to such Qualifying Non-CREST Shareholders unless their return is
requested.

If a holder of a Provisional Allotment Letter wishes to have only some of the New Ordinary
Shares registered in their name and to transfer the remainder, or wishes to transfer all the
Nil Paid Rights or (if appropriate) Fully Paid Rights but to different persons, they may have
the Provisional Allotment Letter split, for which purpose they or their agent must complete
and sign Form X on the Provisional Allotment Letter. The Provisional Allotment Letter must
then be delivered by post or by hand (during normal business hours only) to MUFG
Corporate Markets at MUFG Corporate Markets, Corporate Actions, Central Square,
29 Wellington Street, Leeds, LS1 4DL, by not later than 3.00 p.m. on 18 July 2025, to be
cancelled and exchanged for the number of split Provisional Allotment Letters required. The
number of split Provisional Allotment Letters required and the number of Nil Paid Rights or (if
appropriate) Fully Paid Rights to be comprised in each split letter should be stated in an
accompanying letter. Form X on split Provisional Allotment Letters will be marked “Original
Duly Renounced” before issue. The aggregate number of Nil Paid Rights or (as appropriate)
Fully Paid Rights comprised in the split Provisional Allotment Letters must equal the number
of New Ordinary Shares set out in the original Provisional Allotment Letter (less the number
of New Ordinary Shares representing rights that the holder wishes to take up if taking up
their entitlement in part). The split Provisional Allotment Letter(s) (representing the New
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Ordinary Shares the Shareholder does not wish to take up) will be required in order to sell
those rights not being taken up.

The Company reserves the right to refuse to register any renunciation in favour of any
person in respect of which the Company believes such renunciation may violate applicable
legal or regulatory requirements, including (without limitation) any renunciation in the name of
any person with an address outside the UK.

Alternatively, Qualifying Non-CREST Shareholders who wish to take up some of their rights,
without transferring the remainder, should complete Form X on the original Provisional
Allotment Letter and return it, together with a covering letter confirming the number of rights
to be taken up and a cheque or banker’s draft in pounds sterling to pay for this number of
New Ordinary Shares, by post or by hand (during normal business hours only) to MUFG
Corporate Markets at MUFG Corporate Markets, Corporate Actions, Central Square, 29
Wellington Street, Leeds, LS1 4DL. In this case, the Provisional Allotment Letter and
payment must be received by the Receiving Agent by 11.00 a.m. on 22 July 2025, being the
last date and time for acceptance. Once the holder’s Provisional Allotment Letter, duly
completed, and payment have been received by the Receiving Agent in accordance with the
above, the holder will have accepted the offer to subscribe for the number of New Ordinary
Shares specified on their Provisional Allotment Letter.

Registration in names of Qualifying Non-CREST Shareholders

A Qualifying Non-CREST Shareholder who wishes to have all the New Ordinary Shares to
which he is entitled registered in their name must accept and make payment for such
allotment in accordance with the provisions set out in this document and the Provisional
Allotment Letter but need take no further action. A share certificate in respect of the New
Ordinary Shares subscribed for is expected to be sent to such Qualifying Shareholders by
not later than 4 August 2025.

Registration in names of persons other than originally entitled Qualifying Non-
CREST Shareholders

In order to register Fully Paid Rights in certificated form in the name of someone other than
the Qualifying Shareholders(s) originally entitled, the renouncee or their agent(s) must
complete Form Y on the Provisional Allotment Letter (unless the renouncee is a CREST
member who wishes to hold such New Ordinary Shares in uncertificated form in which case
Form X and the CREST Deposit Form must be completed (see paragraph 4 below)) and
deliver the entire Provisional Allotment Letter, when fully paid, by post or by hand (during
normal business hours only) to MUFG Corporate Markets at MUFG Corporate Markets,
Corporate Actions, Central Square, 29 Wellington Street, Leeds, LS1 4DL by not later than
the latest time for registration of renunciations, is 11.00 a.m. on 22 July 2025. Registration
cannot be effected unless and until the New Ordinary Shares comprised in a Provisional
Allotment Letter are fully paid.

The New Ordinary Shares comprised in several renounced Provisional Allotment Letters (duly
renounced where applicable) may be registered in the name of one holder (or joint holders)
if Form Y on the Provisional Allotment Letter is completed on one Provisional Allotment Letter
(the “Principal Letter’) and all the Provisional Allotment Letters are delivered in one batch.
Details of each Provisional Allotment Letter (including the Principal Letter) should be listed in
a separate letter. All the Provisional Allotment Letters to be consolidated must be lodged in
one batch together.

Deposit of Nil Paid Rights or Fully Paid Rights into CREST

The Nil Paid Rights or Fully Paid Rights represented by the Provisional Allotment Letter may
be converted into uncertificated form, that is, deposited into CREST (whether such
conversion arises as a result of a renunciation of those rights or otherwise). Similarly, Nil
Paid Rights or Fully Paid Rights held in CREST may be converted into certificated form, that
is, withdrawn from CREST. Subject as provided in the next following paragraph or in the
Provisional Allotment Letter, normal CREST procedures and timings apply in relation to any
such conversion. You are recommended to refer to the CREST Manual for details of such
procedures.
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The procedure for depositing the Nil Paid Rights represented by the Provisional Allotment
Letter into CREST, whether such rights are to be converted into uncertificated form in the
name(s) of the person(s) whose name(s) and address appear on page 1 of the Provisional
Allotment Letter or in the name of a person or persons to whom the Provisional Allotment
Letter has been renounced, is as follows: Form X and the CREST Deposit Form (both on
the Provisional Allotment Letter) will need to be completed and the Provisional Allotment
Letter deposited with the CREST Courier and Sorting Service (“CCSS”). In addition, the
normal CREST Stock Deposit procedures will need to be carried out, except that (a) it will
not be necessary to complete and lodge a separate CREST Transfer Form (prescribed under
the Stock Transfer Act 1963) with the CCSS and (b) only the whole of the Nil Paid Rights or
the Fully Paid Rights represented by the Provisional Allotment Letter may be deposited into
CREST. If you wish to deposit only some of the Nil Paid Rights or the Fully Paid Rights
represented by the Provisional Allotment Letter into CREST, you must first apply for split
Provisional Allotment Letters by following the instructions in paragraph 3.2 above. If the rights
represented by more than one Provisional Allotment Letter are to be deposited, the CREST
Deposit Form on each Provisional Allotment Letter must be completed and deposited. The
Consolidation Listing Form (as defined in the CREST Regulations) must not be used.

A holder of the Nil Paid Rights (or, if appropriate, the Fully Paid Rights) represented by a
Provisional Allotment Letter who is proposing to convert those rights into uncertificated form
(whether following a renunciation of such rights or otherwise) is recommended to ensure that
the conversion procedures are implemented in sufficient time to enable the person holding or
acquiring the Nil Paid Rights (or, if appropriate, the Fully Paid Rights) in CREST following the
conversion to take all necessary steps in connection with taking up the entitlement prior to
11.00 a.m. on 22 July 2025. In particular, having regard to processing times in CREST
and on the part of the Receiving Agent, the latest recommended time for depositing a
renounced Provisional Allotment Letter (with Form X and the CREST Deposit Form on
the Provisional Allotment Letter duly completed) with the CCSS (to enable the person
acquiring the Nil Paid Rights (or, if appropriate, the Fully Paid Rights) in CREST as a
result of the conversion to take all necessary steps in connection with taking up the
entitlement prior to 11.00 a.m. on 22 July 2025) is 3.00 p.m. on 17 July 2025.

When Form X and the CREST Deposit Form (on the Provisional Allotment Letter) have been
completed, the title to the Nil Paid Rights or the Fully Paid Rights represented by the
Provisional Allotment Letters will cease to be renounceable or transferable by delivery, and,
for the avoidance of doubt, any entries in Form Y will not subsequently be recognised or
acted upon by the Receiving Agent. All renunciations or transfers of Nil Paid Rights or Fully
Paid Rights must be effected through the CREST system once such Nil Paid Rights or Fully
Paid Rights have been deposited into CREST.

CREST sponsored members should contact their CREST sponsor as only their CREST
sponsor will be able to take the necessary action to take up the entitlement or otherwise to
deal with the Nil Paid Rights or Fully Paid Rights of the CREST sponsored member.

Issue of New Ordinary Shares in Definitive Form

Definitive share certificates in respect of the New Ordinary Shares to be held in certificated
form are expected to be despatched by post by 4 August 2025 at the risk of the persons
entitled thereto to Qualifying Non-CREST Shareholders (or their transferees who hold Fully
Paid Rights in certificated form), or in the case of joint holdings, to the first-named
Shareholders, at their registered address (unless lodging agent details have been completed
on the Provisional Allotment Letter).

After despatch of the definitive share certificates, Provisional Allotment Letters will cease to
be valid for any purpose whatsoever. Pending despatich of definitive share certificates,
instruments of transfer of the New Ordinary Shares will be certified by the Receiving Agent
against the register.
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4.2

Action to be taken by Qualifying CREST Shareholders in relation to Nil Paid Rights and
Fully Paid Rights in CREST

General

It is expected that each Qualifying CREST Shareholder will receive a credit to their stock
account in CREST of their entittement to Nil Paid Rights as soon as practicable after
8.00 a.m. on 8 July 2025. It is expected that such rights will be enabled shortly thereafter.
The CREST stock account to be credited will be an account under the participant ID and
member account ID that apply to the Existing Ordinary Shares in uncertificated form held on
the Record Date by the Qualifying CREST Shareholder in respect of which the Nil Paid
Rights are provisionally allotted. If you sell or transfer, or have sold or otherwise transferred,
all or some of your Existing Ordinary Shares (other than ex-rights) held in uncertificated form
before the Ex-Rights Date, a claim transaction will automatically be generated by Euroclear
which, on settlement, will transfer the appropriate number of Nil Paid Rights to the purchaser
or transferee.

The maximum number of New Ordinary Shares that a Qualifying CREST Shareholder may
take up is that which has been provisionally allotted to that Qualifying CREST Shareholder
and for which they receive a credit of entitlement into their stock account in CREST. The
minimum number of New Ordinary Shares a Qualifying CREST Shareholder may take up is
one.

The Nil Paid Rights will constitute a separate security for the purposes of CREST and can
accordingly be transferred, in whole or in part, by means of CREST in the same manner as
any other security that is admitted to CREST.

If, for any reason, it is impracticable to credit the stock accounts of Qualifying
CREST Shareholders, or to enable the Nil Paid Rights shortly after 8.00 a.m. on
8 July 2025, Provisional Allotment Letters shall, unless the Company determines otherwise,
be sent out in substitution for the Nil Paid Rights which have not been so credited or
enabled and the expected timetable as set out in this document will be adjusted as
appropriate. References to dates and times in this document should be read as subject to
any such adjustment. The Company will make an appropriate announcement to a Regulatory
Information Service giving details of any revised dates but Qualifying CREST Shareholders
may not receive any further written communication.

CREST members who wish to take up their entitlements in respect of or otherwise to
transfer Nil Paid Rights or Fully Paid Rights held by them in CREST (including CREST
members who wish to effect a Cashless Take-up of their Nil Paid Rights) should refer to the
CREST Manual for further information on the CREST procedures referred to below. If you
are a CREST sponsored member, you should consult your CREST sponsor if you wish to
take up your entitlement as only your CREST sponsor will be able to take the necessary
action to take up your entitlements or otherwise to deal with your Nil Paid Rights or Fully
Paid Rights (including effecting a Cashless Take-up of Nil Paid Rights).

Procedure for acceptance and payment
421 MTM instructions

CREST members who wish to take up all or some of their entitement in respect of
Nil Paid Rights in CREST must send (or, if they are CREST sponsored members,
procure that their CREST sponsor sends) an MTM instruction to Euroclear that, on its
settlement, will have the following effect:

a) the crediting of a stock account of the Receiving Agent under the
participant ID and member account ID specified below, with the number of Nil
Paid Rights to be taken up;

b) the creation of a settlement bank payment obligation (as this term is defined in
the CREST Manual), in accordance with the real time gross settlement system
(the “RTGS” payment mechanism (as this term is defined in the CREST
Manual)), in favour of the RTGS settlement bank of the Receiving Agent in
pounds sterling in respect of the full amount payable on acceptance in respect
of the Nil Paid Rights referred to in paragraph 4.2.1a) above; and
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4.2.3

the crediting of a stock account of the accepting CREST member (being an
account under the same participant ID and member account ID as the account
from which the Nil Paid Rights are to be debited on settlement of the MTM
instruction) of the corresponding number of Fully Paid Rights to which the
CREST member is entitled on taking up their Nil Paid Rights referred to in
paragraph 4.2.1a) above.

Contents of MTM instructions

The MTM instruction must be properly authenticated in accordance with Euroclear’s
specifications and must contain, in addition to the other information that is required for
settlement in CREST, the following details:

the number of Nil Paid Rights to which the acceptance relates;
the participant ID of the accepting CREST member;

the member account ID of the accepting CREST member from which the Nil
Paid Rights are to be debited;

the participant ID of the Receiving Agent, in its capacity as a CREST receiving
agent. This is 9RAO01;

the member account ID of the Receiving Agent, in its capacity as a CREST
receiving agent. This is 22781CHE;

the number of Fully Paid Rights that the CREST member is expecting to
receive on settlement of the MTM instruction. This must be the same as the
number of Nil Paid Rights to which the acceptance relates;

the amount payable by means of the CREST assured payment arrangements
on settlement of the MTM instruction. This must be the full amount payable on
acceptance in respect of the number of Nil Paid Rights referred to in
paragraph 4.2.1a) above;

the intended settlement date. This must be on or before 11.00 a.m. on
22 July 2025;

the Nil Paid Rights ISIN, which is GBOOBROW1Q72;
the Fully Paid Rights ISIN, which is GBOOBROW1R89;

the corporate action number for the Rights Issue. This will be available by
viewing the relevant corporate action details in CREST;

a contact name and telephone number in the shared note field; and

a priority of at least 80.

Valid acceptance

An MTM instruction complying with each of the requirements as to authentication and
contents set out in paragraph 4.2.2 above will constitute a valid acceptance where

either:
a)
b)

the MTM instruction settles by not later than 11.00 a.m. on 22 July 2025; or
at the discretion of the Company:

(i) the MTM instruction is received by Euroclear by not later than
11.00 a.m. on 22 July; and

(i) a number of Nil Paid Rights at least equal to the number of Nil Paid
Rights inserted in the MTM instruction is credited to the CREST stock
member account of the accepting CREST member specified in the
MTM instruction at 11.00 a.m. on 22 July 2025; and

(iii) the relevant MTM instruction settles by 3.00 p.m. on 22 July 2025 (or
such later time and/or date as the Company may determine).
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An MTM instruction will be treated as having been received by Euroclear for these
purposes at the time at which the instruction is processed by the Network Providers’
Communications Host (as this term is defined in the CREST Manual) at Euroclear of
the network provider used by the CREST member (or by the CREST sponsored
member's CREST sponsor). This will be conclusively determined by the input time
stamp applied to the MTM instruction by the Network Providers’ Communications
Host.

The provisions of this paragraph 4.2.3 and any other terms of the Rights Issue
relating to Qualifying CREST Shareholders may be waived, varied or modified as
regards specific Qualifying CREST Shareholders or on a general basis by the
Company.

Representations, warranties and undertakings of CREST members

A CREST member or CREST sponsored member who makes, or procures the making
of, a valid acceptance in accordance with this paragraph 4.2 represents, warrants and
undertakes to the Company and the Joint Bookrunners that he has taken (or procured
to be taken), and will take (or will procure to be taken), whatever action is required to
be taken by them or by their CREST sponsor (as appropriate) to ensure that the
MTM instruction concerned is capable of settlement at 11.00 a.m. on 22 July 2025. In
particular, the CREST member or CREST sponsored member represents, warrants
and undertakes that, at 11.00 a.m. on 22 July 2025 and at all times thereafter until
3.00 p.m. on 22 July 2025 (or until such later time and date as the Company may
determine), there will be sufficient Headroom within the Cap (as those terms are
defined in the CREST Manual) in respect of the cash memorandum account to be
debited with the amount payable on acceptance to permit the MTM instruction to
settle. CREST sponsored members should contact their CREST sponsor if they are in
any doubt. Such CREST members or CREST sponsored members taking up
entittements must make the representations and warranties set out in paragraph 8
below.

If there is insufficient Headroom within the Cap (as those terms are defined in the
CREST Manual) in respect of the cash memorandum account of a CREST member
or CREST sponsored member for such amount to be debited or the CREST
member’s or CREST sponsored member’'s acceptance is otherwise treated as invalid
and New Ordinary Shares have already been allotted to such CREST member or
CREST sponsored member, the Company may (in its absolute discretion as to the
manner, timing and terms) make arrangements for the sale of such New Ordinary
Shares on behalf of that CREST member or CREST sponsored member and hold the
proceeds of sale (net of the Company’s reasonable estimate of any loss that it has
suffered as a result of the acceptance being treated as invalid and of the expenses of
sale, including, without limitation, any stamp duty or SDRT payable on the transfer of
such New Ordinary Shares, and of all amounts payable by the CREST member or
CREST sponsored member pursuant to the Rights Issue in respect of the acquisition
of such New Ordinary Shares) on behalf of such CREST member or CREST
sponsored member. Neither the Company nor any other person shall be responsible
for, or have any liability for, any loss, expense or damage suffered by such CREST
member or CREST sponsored member as a result.

CREST procedures and timings

CREST members and CREST sponsors (on behalf of CREST sponsored members)
should note that Euroclear does not make available special procedures in CREST for
any particular corporate action. Normal system timings and limitations will therefore
apply in relation to the input of an MTM instruction and its settlement in connection
with the Rights Issue. It is the responsibility of the CREST member concerned to take
(or, if a CREST sponsored member, to procure that their CREST sponsor takes) the
action necessary to ensure that a valid acceptance is received as stated above by
11.00 a.m. on 22 July 2025. In connection with this, CREST members and (where
applicable) CREST sponsors are referred in particular to those sections of the CREST
Manual concerning practical limitations of the CREST system and timings.
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CREST members’ undertaking to pay

A CREST member or CREST sponsored member who makes a valid acceptance in
accordance with the procedures set out in this paragraph 4.2 undertakes to pay to
the Receiving Agent, or procure the payment to the Receiving Agent of, the amount
payable in pounds sterling on acceptance in accordance with the above procedures
or in such other manner as the Receiving Agent may require (it being acknowledged
that, where payment is made by means of the RTGS payment mechanism (as defined
in the CREST Manual), the creation of a RTGS payment obligation in pounds sterling
in favour of the Receiving Agent's RTGS settlement bank (as defined in the CREST
Manual) in accordance with the RTGS payment mechanism shall, to the extent of the
obligation so created: (i) discharge in full the obligation of the CREST member (or
CREST sponsored member) to pay the amount payable on acceptance); and
(i) request that the Fully Paid Rights and/or New Ordinary Shares to which they will
become entitled be issued to them on the terms set out in this document and subject
to the Articles.

If the payment obligations of the relevant CREST member or CREST sponsored
member in relation to such New Ordinary Shares are not discharged in full and such
New Ordinary Shares have already been allotted to the CREST member or CREST
sponsored member, the Company may (in its absolute discretion as to manner, timing
and terms) make arrangements for the sale of such Ordinary Shares on behalf of the
CREST member or CREST sponsored member and hold the proceeds of sale (net of
the Company’s reasonable estimate of any loss it has suffered as a result of the
same and of the expenses of the sale, including, without limitation, any stamp duty or
SDRT payable on the transfer of such Ordinary Shares, and of all amounts payable
by such CREST member or CREST sponsored member pursuant to the terms of the
Rights Issue in respect of the acquisition of such Ordinary Shares) or an amount
equal to the original payment of the CREST member or CREST sponsored member
(whichever is the lower) on behalf of such CREST member or CREST sponsored
member. Neither the Company nor the Joint Bookrunners nor any other person shall
be responsible for, or have any liability for, any loss, expense or damage suffered by
the CREST member or CREST sponsored member as a result.

Company’s discretion as to rejection and validity of acceptances

The Company may agree, in its absolute sole discretion (having consulated with the
Underwriters), to:

a) reject any acceptance constituted by an MTM instruction, which is otherwise
valid, in the event of breach of any of the representations, warranties and
undertakings set out or referred to in this paragraph 4.2. Where an acceptance
is made as described in this paragraph 4.2, which is otherwise valid, and the
MTM instruction concerned fails to settle by 11.00 a.m. on 22 July 2025 (or by
such later time and date as the Company has determined), the Company shall
be entitled to assume, for the purposes of its right to reject an acceptance
contained in this paragraph 4.2, that there has been a breach of the
representations, warranties and undertakings set out or referred to in this
paragraph 4.2 unless the Company is aware of any reason outside the control
of the CREST member or CREST sponsor (as appropriate) for the failure to
settle;

b) treat as valid (and binding on the CREST member or CREST- sponsored
member concerned) an acceptance which does not comply in all respects with
the requirements as to validity set out or referred to in this paragraph 4.2;

C) accept an alternative properly authenticated dematerialised instruction from a
CREST member or (where applicable) a CREST sponsor as constituting a
valid acceptance in substitution for, or in addition to, an MTM instruction and
subject to such further terms and conditions as the Company and the Global
Coordinator may determine;

d) treat a properly authenticated dematerialised instruction (in this paragraph d)
(the “first instruction”) as not constituting a valid acceptance if, at the time at
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which the Receiving Agent receives a properly authenticated dematerialised
instruction giving details of the first instruction, either the Company or the
Receiving Agent has received actual notice from Euroclear of any of the
matters specified in Regulation 35(5)(a) of the CREST Regulations in relation
to the first instruction. These matters include notice that any information
contained in the first instruction was incorrect or notice of lack of authority to
send the first instruction; and

e) accept an alternative instruction or notification from a CREST member or
CREST sponsored member or (where applicable) a CREST sponsor, or extend
the time for acceptance and/or settlement of an MTM instruction or any
alternative instruction or notification, if, for reasons or due to circumstances
outside the control of any CREST member or CREST sponsored member or
(where applicable) CREST sponsor, the CREST member or CREST- sponsored
member is unable validly to take up all or part of their Nil Paid Rights by
means of the above procedures. In normal circumstances, this discretion is
only likely to be exercised in the event of any interruption, failure or breakdown
of CREST (or of any part of CREST) or on the part of facilities and/or systems
operated by the Receiving Agent in connection with CREST.

Money Laundering Regulations

If you hold your Nil Paid Rights in CREST and apply to take up all or part of your entitiement
as agent for one or more persons and you are not a UK or EU regulated person or
institution (e.g. a UK financial institution), then, irrespective of the value of the application,
the Receiving Agent is entitled to take reasonable measures to establish the identity of the
person or persons (or the ultimate controller of such person or persons) on whose behalf
you are making the application, and any submission of an MTM instruction constitutes
agreement for the Receiving Agent to make a search via a credit reference agency where
deemed necessary. A record of search results will be retained. You must therefore contact
the Receiving Agent before sending any MTM instruction or other instruction so that
appropriate measures may be taken.

Submission of an MTM instruction which constitutes, or which may on its settlement
constitute, a valid acceptance as described above constitutes a warranty and undertaking by
the applicant to provide promptly to the Receiving Agent any information the Receiving Agent
may specify as being required for the purposes of the verification of the identity requirements
in the Money Laundering Regulations or the FSMA. Pending the provision of such
information and other evidence as the Receiving Agent may require to satisfy the verification
of identity requirements, the Receiving Agent, having consulted with the Company, may take,
or omit to take, such action as it may determine to prevent or delay settlement of the MTM
instruction. If such information and other evidence of identity has not been provided within a
reasonable time, then the Receiving Agent will not permit the MTM instruction concerned to
proceed to settlement but without prejudice to the right of the Company and/or the Joint
Bookrunners to take proceedings to recover any loss suffered by any of them as a result of
failure by the applicant to provide such information and other evidence.

Dealings in Nil Paid Rights in CREST

Assuming the Rights Issue becomes unconditional, dealings in the Nil Paid Rights on the
LSE are expected to commence as soon as practicable after 8.00 a.m. on 8 July 2025. A
transfer (in whole or in part) of Nil Paid Rights can be made by means of CREST in the
same manner as any other security that is admitted to CREST. The Nil Paid Rights are
expected to be disabled in CREST after the close of CREST business on 22 July 2025.

Dealings in Fully Paid Rights in CREST

After acceptance of the provisional allotment and payment in full in accordance with the
provisions set out in this document, the Fully Paid Rights may be transferred by means of
CREST in the same manner as any other security that is admitted to CREST. The last time
for settlement of any transfer of Fully Paid Rights in CREST is expected to be 11.00 a.m. on
22 July 2025. The Fully Paid Rights are expected to be disabled in CREST after the close of
CREST business on 22 July 2025.
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From 8.00 a.m. on 23 July 2025, the New Ordinary Shares will be registered in the name(s)
of the person(s) entitled to them in the Company’s register of members and will be
transferable in the usual way (see paragraph 4.7 below).

Withdrawal of Nil Paid Rights or Fully Paid Rights from CREST

Nil Paid Rights or Fully Paid Rights held in CREST may be converted into certificated form,
that is, withdrawn from CREST. Normal CREST procedures (including timings) apply in
relation to any such conversion.

The recommended latest time for receipt by Euroclear of a properly authenticated
dematerialised instruction requesting withdrawal of Nil Paid Rights or, if appropriate, Fully
Paid Rights from CREST is 4.30 p.m. on 16 July 2025, so as to enable the person acquiring
or (as appropriate) holding the Nil Paid Rights or, if appropriate, Fully Paid Rights following
the conversion to take all necessary steps in connection with taking up the entitlement prior
to 11.00 a.m. on 22 July 2025. You are recommended to refer to the CREST Manual for
details of such procedures.

Issue of New Ordinary Shares in CREST

Fully Paid Rights in CREST are expected to be disabled in CREST after the close of CREST
business on 22 July 2025 the latest date for settlement of transfers of Fully Paid Rights in
CREST). New Ordinary Shares will be issued to those persons registered as holding Fully
Paid Rights in CREST at 5.30 p.m. on the date on which the Fully Paid Rights are disabled.
The Receiving Agent will instruct Euroclear to credit the appropriate stock accounts of those
persons (under the same participant ID and member account ID that applied to the Fully
Paid Rights held by those persons) with their entittements to New Ordinary Shares with
effect as soon as practicable after 8.00 a.m. on 23 July 2025).

Right to allot/issue in certificated form

Despite any other provision of this document, the Company reserves the right to allot and/or
issue any Nil Paid Rights, Fully Paid Rights or New Ordinary Shares in certificated form if it
has first obtained the Global Coordinator's consent. In normal circumstances, this right is
only likely to be exercised in the event of an interruption, failure or breakdown of CREST (or
of any part of CREST) or on the part of the facilities and/or systems operated by the
Receiving Agent in connection with CREST.

Procedure in respect of Rights not taken up (whether certificated or in CREST) and
withdrawal

Procedure in respect of New Ordinary Shares not taken up

If an entittement to New Ordinary Shares is not validly taken up by 11.00 a.m. on 22 July
2025, in accordance with the procedure laid down for acceptance and payment, then that
Provisional Allotment Letter will be deemed to have been declined and will lapse. Subject to
the terms and conditions of the Underwriting Agreement, the Joint Bookrunners, acting
severally (and not jointly or jointly and severally), will use reasonable endeavours to procure,
by not later than 8.00 a.m. on the second Dealing Day after the last date of acceptance of
the Rights Issue, subscribers for all (or as many as possible) of those New Ordinary Shares
not taken up if a premium over the total of the Issue Price and the expenses of procuring
such subscribers (including any applicable brokerage fees and commissions and amounts in
respect of VAT) can be obtained.

Notwithstanding the above, the Joint Bookrunners may cease to endeavour to procure any
such subscribers if, in their absolute opinion, it is unlikely that any such subscribers can be
procured at such a price and by such a time. If and to the extent that subscribers for New
Ordinary Shares cannot be procured on the basis outlined above, the relevant New Ordinary
Shares (if any) will be subscribed for by the Underwriters, acting severally (and not jointly or
jointly and severally) or by sub-underwriters procured by the Underwriters (if any) at the
Issue Price pursuant to the terms of the Underwriting Agreement.

New Ordinary Shares for which subscribers are procured on this basis will be re-allotted to
such subscribers and the aggregate of any premiums, being any premium over the
aggregate of the Issue Price and the expenses of procuring subscribers (including any
applicable brokerage fees and commissions and amounts in respect of VAT), if any, will be
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paid (without interest) pro rata to the relevant provisional allotments not taken up (subject as
provided in this paragraph 5.1):

(i) where the Nil Paid Rights were, at the time they were not taken up, represented by a
Provisional Allotment Letter, to the person whose name and address appeared on the
Provisional Allotment Letter;

(i) where the Nil Paid Rights were, at the time they were not taken up, in uncertificated
form, to the person registered by the holder of those Nil Paid Rights at the time of
their disablement in CREST; and

(iii) where an entitlement to New Ordinary Shares was not taken up by an Overseas
Shareholder, to that Overseas Shareholder,

save that amounts of less than £5.00 per holding will not be so paid but will be aggregated
and ultimately paid to the Company. For the avoidance of doubt, no amounts under (i) to
(iii) above will be for the account of the Company other than amounts of less than £5.00 per
holding as described above. Holdings of Ordinary Shares in certificated form and
uncertificated form will be treated as separate holdings for these purposes. Cheques for the
amounts due (if any) will be sent by post, at the risk of the person(s) entitled, to their
registered addresses (the registered address of the first-named holder in the case of joint
holders), provided that, where any entitlement concerned was held in CREST, the amount
due will, unless the Company (in its absolute discretion) otherwise determines, be satisfied
by the creation of an assured payment obligation in favour of the relevant CREST member
(or CREST sponsored member’s) CREST settlement bank in respect of the cash amount
concerned in accordance with the CREST payment mechanism.

Any transactions undertaken pursuant to this paragraph 5.1 or paragraph 7.1 below shall be
deemed to have been undertaken at the request of the persons entitled to the rights not
taken up or other entitlements and neither the Company nor the Joint Bookrunners nor any
other person procuring subscribers shall be responsible or have any liability for any loss,
expense or damage (whether actual or alleged) arising from the terms or timing of any such
acquisition, any decision not to endeavour to procure subscribers or the failure to procure
subscribers on the basis so described. The Joint Bookrunners will be entitled to retain any
applicable fees and commissions or other benefits received in connection with these
arrangements.

It is a term of the Rights Issue that all New Ordinary Shares validly taken up by subscribers
under the Rights Issue may be allotted to such subscribers in the event that not all of the
New Ordinary Shares offered for subscription under the Rights Issue are taken up.

Withdrawal rights

Qualifying Shareholders wishing to exercise statutory withdrawal rights after the issue by the
Company of a document supplementing this document must do so by sending a written
notice of withdrawal which must include the account number, the full name and address of
the person wishing to exercise such right of withdrawal and, if such person is a CREST
Member, the participant ID and the member account ID of such CREST Member, in writing
to the Receiving Agent at MUFG Corporate Markets, Corporate Actions, Central Square, 29
Wellington Street, Leeds, LS1 4DL, or email to withdraw@mpms.mufg.co.uk, so as to be
received no later than two Business Days after the date on which the supplementary
document is published.

Notice of withdrawal given by any other means or which is deposited with or received by the
Receiving Agent after expiry of such period will not constitute a valid withdrawal.
Furthermore, the exercise of withdrawal rights will not be permitted after payment in full by
the relevant person in respect of their New Ordinary Shares taken up and the allotment of
those New Ordinary Shares to such person becoming unconditional, save as required by
statute. In such circumstances, Shareholders are advised to consult their professional
advisers. Provisional allotments of entittements to New Ordinary Shares which are the
subject of a valid withdrawal notice will be deemed to be declined. Such entitlements to New
Ordinary Shares will be subject to the provisions of paragraph 5.1 of this Part VIII (Terms
and Conditions of the Rights Issue) as if the entitlement had not been validly taken up.
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Following the valid exercise of statutory withdrawal rights, application monies will be returned
by post to relevant Qualifying Shareholders at their own risk and without interest to the
address set out in the Provisional Allotment Letter and/or the Receiving Agent will refund the
amount paid by a Qualifying CREST Shareholder by way of a CREST payment, without
interest, as applicable within 14 days of such exercise of statutory withdrawal rights. Interest
earned on such monies will be retained for the benefit of the Company. The provisions of
this paragraph 5.2 are without prejudice to the statutory rights of Qualifying Shareholders. In
such event, Qualifying Shareholders are advised to seek independent legal advice. If you
have any further questions, please call the Shareholder Helpline on 0371 664 0321. Calls
are charged at the standard geographic rate and will vary by provider. Calls outside the
United Kingdom will be charged at the applicable international rate. The helpline is open
between 9 am - 5.30 pm, Monday to Friday excluding public holidays in England and Wales.
Please note that MUFG Corporate Markets cannot provide any financial, legal or tax advice
and calls may be recorded and monitored for security and training purposes.

Taxation

The information contained in Part XVI (United Kingdom Taxation) of this document is
intended only as a general guide to the current tax position in the United Kingdom and
Qualifying Shareholders should consult their own tax advisers regarding the tax treatment of
the Rights Issue in light of their own circumstances. Shareholders who are in any doubt as
to their tax position or who are subject to tax in any other jurisdiction should consult an
appropriate professional adviser immediately.

Overseas Shareholders
General

This document has been approved by the FCA, being the competent authority in the
United Kingdom. The making or acceptance of the proposed offer of Nil Paid Rights,
Fully Paid Rights and/or New Ordinary Shares to persons who have registered
addresses outside the United Kingdom, or who are resident in, or citizens of,
countries other than the United Kingdom may be affected by the laws of the relevant
jurisdiction. Those persons should consult their professional advisers as to whether
they require any governmental or other consents or need to observe any other
formalities to enable them to take up their rights.

It is also the responsibility of any person (including, without limitation, custodians, nominees
and trustees) receiving this document and/or a Provisional Allotment Letter and/or a credit of
Nil Paid Rights to a stock account in CREST and wishing to take up rights under or
otherwise participate in the Rights Issue to satisfy themselves as to the full observance of
the laws of any relevant territory in connection therewith, including the obtaining of any
governmental or other consents which may be required, the compliance with other necessary
formalities and the payment of any issue, transfer or other taxes due in such territories. The
comments set out in this paragraph 7 are intended as a general guide only and any
Overseas Shareholder who is in doubt as to their position should consult their professional
adviser without delay.

Having considered the circumstances, the Directors have formed the view that it is
necessary or expedient to restrict (subject to certain exceptions) the ability of persons in the
Excluded Territories and the United States, to take up rights to New Ordinary Shares or
otherwise participate in the Rights Issue due to the time and costs involved in the
registration of this document and/or compliance with the relevant local legal or regulatory
requirements in those jurisdictions.

Receipt of this document and/or Provisional Allotment Letter or the crediting of Nil Paid
Rights to a stock account in CREST will not constitute an offer in those jurisdictions in which
it would be illegal to make an offer and, in those circumstances, this document and/or a
Provisional Allotment Letter must be treated as sent for information only and should not be
copied or redistributed.

New Ordinary Shares will be provisionally allotted (nil paid) to all Shareholders on the
register on the Record Date, including Overseas Shareholders. However, Provisional
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Allotment Letters will not be sent to, and Nil Paid Rights will not be credited to CREST
accounts of, Shareholders with registered addresses in any of the Excluded Territories or
their agent or intermediary, except where the Company is satisfied that such action would
not result in the contravention of any registration or other legal requirement in any
jurisdiction.

Although Nil Paid Rights will be credited to the CREST accounts of all Qualifying
CREST Shareholders, such crediting of Nil Paid Rights does not constitute an offer to
Shareholders and, specifically, subject to certain exceptions, no offer is being made to
Shareholders: (i) with a registered address, or resident or located, in any of the Excluded
Territories; or (ii) in any jurisdiction in which it is unlawful to make or accept an offer to
acquire the Ordinary Shares. CREST Shareholders will be entitled to take up rights in the
Rights Issue only if such action would not result in the contravention of any registration or
other legal requirement in any jurisdiction.

No person receiving a copy of this document and/or a Provisional Allotment Letter and/or
receiving a credit of Nil Paid Rights to a stock account in CREST in any territory other than
the UK may treat the same as constituting an invitation or offer to them nor should he in any
event use the Provisional Allotment Letter or deal in Nil Paid Rights or Fully Paid Rights in
CREST unless, in the relevant territory, such an invitation or offer could lawfully be made to
them or the Nil Paid Rights and Fully Paid Rights may lawfully be used or dealt with without
contravention of any registration or other legal requirements. In such circumstances, this
document and the Provisional Allotment Letter are to be treated as sent for information only
and should not be copied or redistributed.

Persons (including, without limitation, custodians, nominees and trustees) receiving a copy of
this document and/or a Provisional Allotment Letter or whose stock account is credited with
Nil Paid Rights or Fully Paid Rights should not, in connection with the Rights Issue, distribute
or send the same or transfer Nil Paid Rights or Fully Paid Rights in or into any jurisdiction
where to do so would or might contravene local security laws or regulations. If a Provisional
Allotment Letter or a credit of Nil Paid Rights or Fully Paid Rights is received by any person
in any such territory, or by their agent or nominee, they must not seek to take up the rights
referred to in the Provisional Allotment Letter or in this document or renounce the Provisional
Allotment Letter or transfer the Nil Paid Rights or Fully Paid Rights unless the Company
determines that such actions would not violate applicable legal or regulatory requirements.
Any person (including, without limitation, custodians, nominees and trustees) who does
forward this document or a Provisional Allotment Letter or transfer Nil Paid Rights or Fully
Paid Rights into any such territories (whether pursuant to a contractual or legal obligation or
otherwise) should draw the recipient’s attention to the contents of this paragraph 7.

Subject to paragraphs 7.3 to 7.5 below, any person (including, without limitation, agents,
nominees and trustees) outside the UK wishing to take up their rights under the Rights Issue
must satisfy themselves as to full observance of the applicable laws of any relevant territory,
including obtaining any requisite governmental or other consents, observing any other
requisite formalities and paying any issue, transfer or other taxes due in such territories. The
comments set out in this paragraph 7 are intended as a general guide only and any
Overseas Shareholders who are in any doubt as to their position should consult their
professional advisers without delay.

The Company reserves the right with the consent of the Global Coordinator to treat as
invalid and will not be bound to allot or issue any New Ordinary Shares in respect of any
acceptance or purported acceptance of the offer of New Ordinary Shares which:

a) appears to the Company or its agents to have been executed, effected or despatched
from an Excluded Territory unless the Company is satisfied that such action would not
result in the contravention of any registration or other legal requirement; or

b) in the case of a Provisional Allotment Letter, provides an address for delivery of the
share certificates or other statements of entitlement or advice in an Excluded Territory
or any other jurisdiction outside the UK in which it would be unlawful to deliver such
certificates, statements or advice or if the Company or its agents believe that the
same may violate applicable legal or regulatory requirements; or
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c) in the case of a credit of New Ordinary Shares in CREST, to a CREST member or
CREST sponsored member whose registered address would be in an Excluded
Territory or any other jurisdiction outside the UK in which it would be unlawful to
make such a credit or if the Company or its agents believe that the same may violate
applicable legal or regulatory requirements.

The attention of Overseas Shareholders with registered addresses in the Excluded Territories
is drawn to paragraphs 7.3 to 7.5 below.

The provisions of paragraph 5.1 above will apply to Overseas Shareholders who do not take
up New Ordinary Shares provisionally allotted to them or are unable to take up New
Ordinary Shares provisionally allotted to them because such action would result in a
contravention of applicable law or regulatory requirements. Accordingly, such Shareholders
will be treated as Shareholders that have not taken up their entittement for the purposes of
paragraph 5.1. above and the Joint Bookrunners will use reasonable endeavours to procure
subscribers for the relevant New Ordinary Shares. The net proceeds of such sales (after
deduction of expenses) will be paid to the relevant Shareholders pro-rated to their holdings
of Existing Ordinary Shares on the Record Date as soon as practicable after receipt, except
that (i) individual amounts of less than £5.00 per holding will not be distributed but will be
aggregated and paid to the Company and (ii) amounts in respect of fractions will not be
distributed but will be retained for the benefit of the Company. Holdings of Ordinary Shares
in certificated and uncertificated form will be treated as separate holdings for these
purposes. None of the Company, the Joint Bookrunners or any other person shall be
responsible or have any liability whatsoever for any loss or damage (actual or alleged)
arising from the terms or the timing of the acquisition or the procuring of it or any failure to
procure subscribers.

Notwithstanding any other provision of this document or the Provisional Allotment Letter, the
Company reserves the right to permit any Shareholder to participate in the Rights Issue on
the terms and conditions set out in this document as if it were a Qualifying Shareholder if
the Company with the consent of the Global Coordinator is satisfied that the transaction in
question is exempt from or not subject to the legislation or regulations giving rise to the
restrictions in question. If the Company is so satisfied, the Company will arrange for the
relevant Shareholder to be sent a Provisional Allotment Letter if he is a Qualifying Non-
CREST Shareholder or, if he is a Qualifying CREST Shareholder, arrange for Nil Paid Rights
to be credited to the relevant CREST stock account.

Those Shareholders who wish, and are permitted, to take up their entittement should
note that payments must be made as described in paragraphs 3.2 and 4.2 above.

Overseas Shareholders should note that all subscription monies must be paid in pounds
sterling by cheque or banker's draft and should be drawn on a bank in the UK, made
payable to “MUFG Corporate Markets re Chesnara Plc Rights Issue A/C” and crossed “A/C
payee only”.

United States of America

The Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares, the New Ordinary
Shares and the Provisional Allotment Letters have not been and will not be registered under
the U.S. Securities Act, and may not be offered, sold, taken up, exercised, resold,
renounced, transferred or delivered, directly or indirectly, within the United States except
pursuant to an applicable exemption from the registration requirements of the U.S. Securities
Act.

Subject to certain exceptions, none of this document and the Provisional Allotment Letter
constitutes or will constitute an offer or an invitation to apply for or an offer or an invitation to
acquire any Nil Paid Rights, Fully Paid Rights or New Ordinary Shares in the United States.
Subject to certain exceptions, neither this document nor a Provisional Allotment Letter will be
sent to any Shareholder with a registered address in the United States. Subject to certain
exceptions, Provisional Allotment Letters or renunciations thereof sent from or post-marked in
the United States will be deemed to be invalid.

The Company reserves the right with the consent of the Global Coordinator to treat as
invalid any Provisional Allotment Letter (or renunciation thereof) that appears to the Company

77



7.3

or its agents to have been executed in or despatched from the United States, or that
provides an address in the United States for the acceptance or renunciation of the Rights
Issue, or which does not make the warranty set out in the Provisional Allotment Letter to the
effect that the person is not accepting and/or renouncing the Provisional Allotment Letter or
where the Company believes acceptance of such Provisional Allotment Letter may infringe
applicable legal or regulatory requirements. The Company will not be bound to allot (on a
non- provisional basis) or issue any New Ordinary Shares, Nil Paid Rights, or Fully Paid
Rights to any person with an address in, or who is otherwise located in, the United States in
whose favour a Provisional Allotment Letter or any Nil Paid Rights, Fully Paid Rights or New
Ordinary Shares may be transferred or renounced. In addition, the Company and the Global
Coordinator reserves the right to reject any MTM instruction sent by or on behalf of any
CREST member with a registered address in the United States in respect of the Nil Paid
Rights.

The provisions of paragraph 5.1 above will apply to any rights not taken up. Accordingly,
subject to certain exceptions, Shareholders with a registered address in the United States
will be treated as unexercising holders and the Joint Bookrunners will endeavour to procure
on behalf of such unexercising holders, subscribers for the New Ordinary Shares.

Each purchaser of the securities in the United States will be required to represent and agree
as follows:

a) the purchaser (i) is a qualified institutional buyer, or QIB, as defined in Rule 144A
under the U.S. Securities Act, or a broker-dealer acting for the account of a QIB;
(i) is acquiring such securities for its own account or for the account of a QIB; and
(iii) is aware that the securities are restricted within the meaning of the Securities Act
and may not be deposited into any unrestricted depositary facility, unless at the time
of such deposit the securities are no longer restricted;

b) the purchaser is aware that the securities have not been and will not be registered
under the U.S. Securities Act and are being offered in the United States only to QIBs
in a transaction not involving any public offering in the United States within the
meaning of the Securities Act; and

c) the purchaser understands and agrees that the securities may not be offered, sold,
pledged or otherwise transferred, except (i) to a person that the seller and any person
acting on its behalf reasonably believe is a QIB purchasing for its own account or for
the account of another QIB; or (ii) outside the United States in accordance with
Regulation S under the U.S. Securities Act; or (iii) pursuant to an exemption from
registration under the U.S. Securities Act.

Excluded Territories
7.3.1 Australia

No prospectus in relation to the New Ordinary Shares has been or will be lodged
with, or registered by, the Australian Securities Commission. Neither the New Ordinary
Shares or New Ordinary Shares nor the Provisional Allotment Letters nor any Nil Paid
Rights or Fully Paid Rights held in CREST may be offered for subscription or
purchase, taken up, sold, renounced, transferred or delivered, directly or indirectly, nor
may any invitation to subscribe for or buy or sell New Ordinary Shares or any Nil
Paid Rights or Fully Paid Rights held in CREST be issued or any draft or definitive
document in relation to any such offer, sale or invitation be distributed, in or into
Australia or to or for the account or benefit of an Australian person. Accordingly, no
offer of New Ordinary Shares or New Ordinary Shares is being made under this
document or the Provisional Allotment Letters to Shareholders with registered
addresses in, or to residents of, Australia. No Provisional Allotment Letters will be
sent to, nor will any Nil Paid Rights be credited to a stock account in CREST of,
Qualifying Shareholders who have registered addresses in Australia.

7.3.2 Canada

The Nil Paid Rights, the Fully Paid Rights, the New Ordinary Shares and the
Provisional Allotment Letters have not been and will not be registered under the
securities legislation of any province or territory of Canada. None of the Provisional
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7.3.4

7.4

7.4.1

Allotment Letter, the New Ordinary Shares, Nil Paid Rights and the Fully Paid Rights
will be directly or indirectly offered for subscription or purchase, taken up, sold,
delivered, renounced or transferred in or into Canada. Therefore, the Rights Issue will
not be made within Canada and Provisional Allotment Letters will not be sent to, nor
will any Nil Paid Rights be credited to a stock account in CREST on behalf of, any
Shareholder with a registered address in Canada. Any person in Canada who obtains
a copy of this document or a Provisional Allotment Letter is required to disregard
them.

Japan

The relevant clearances have not been and will not be obtained from the Ministry of
Finance of Japan and no prospectus has been or will be lodged with, or registered
by, the Ministry of Finance of Japan. Therefore, neither the Provisional Allotment
Letters nor the New Ordinary Shares, the New Ordinary Shares nor any Nil Paid
Rights or Fully Paid Rights held in CREST may, directly or indirectly, be offered or
sold, taken up, or renounced in or into Japan or its territories or possessions. No
Provisional Allotment Letter will be sent to, nor will any Nil Paid Rights be credited to
a stock account in CREST of, Qualifying Shareholders whose registered address is in
Japan.

Republic of South Africa

Due to restrictions under South African securities laws, no Provisional Allotment
Letters in relation to the New Ordinary Shares will be sent to Shareholders who have
registered addresses, or are resident or located, in the Republic of South Africa.
Similarly, Nil Paid Rights will not be credited to the CREST accounts of Qualifying
CREST Shareholders who have registered addresses, or are resident or located in
the Republic of South Africa. Qualifying Shareholders who have a registered address,
or are resident or located in the Republic of South Africa will not be entitled to take
up Rights in the Rights Issue. The Provisional Allotment Letters, the Nil Paid Rights,
the Fully Paid Rights, the New Ordinary Shares and the New Ordinary Shares may
not be transferred or sold to, or renounced or delivered in, the Republic of South
Africa. No offer of New Ordinary Shares or New Ordinary Shares is being made by
virtue of this document or the Provisional Allotment Letters into the Republic of South
Africa.

Overseas territories other than the Excluded Territories

Other than for, subject to certain exceptions, Qualifying Shareholders with registered
addresses, or who are resident or located in, any Excluded Territory, Provisional
Allotment Letters will be posted to Overseas Shareholders who are Qualifying Non-
CREST Shareholders and Nil Paid Rights will be credited to the CREST stock
accounts of Overseas Shareholders who are Qualifying CREST Shareholders. Such
Overseas Shareholders may, subject to the laws of the relevant jurisdictions,
participate in the Rights Issue in accordance with the instructions set out in this
document and, if relevant, the Provisional Allotment Letter. In cases where Overseas
Shareholders do not take up Nil Paid Rights, their entitlements will be sold if possible,
in accordance with the provisions of paragraph 5.1 above.

Qualifying Shareholders who have registered addresses in or who are resident in, or
who are citizens of, all countries other than the UK should consult their professional
advisers as to whether they require any governmental or other consents or need to
observe any other formalities to enable them to take up their rights.

Member States of the EEA

In relation to each member state of the European Economic Area (each, a “Relevant
Member State”), none of the New Ordinary Shares, the Nil Paid Rights or the Fully
Paid Rights have been or will be offered or sold to the public in that Relevant
Member State prior to the publication of this document in relation to the New
Ordinary Shares, the Nil Paid Rights and the Fully Paid Rights, which has been
approved by the competent authority in that Relevant Member State or, where
appropriate, approved in another Relevant Member State and notified to the
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competent authority in that Relevant Member State, all in accordance with the
Prospectus Regulation, except that an offer of such Nil Paid Rights, Fully Paid Rights
or New Ordinary Shares may be made to the public in that Relevant Member State:

a) to legal entities which are qualified investors as defined in the Prospectus
Regulation;
b) to fewer than 150 natural or legal persons (other than “qualified investors” as

defined in the Prospectus Regulation) per Relevant Member State subject to
obtaining the prior consent of the Global Coordinator for any such offer; and

c) in any other circumstances falling within Article 1(4) of the Prospectus
Regulation,

provided that no such offer of New Ordinary Shares, Nil Paid Rights or Fully Paid
Rights shall require the Company or the Joint Bookrunners to publish a prospectus in
that member state pursuant to Article 3 of the Prospectus Regulation or supplement a
prospectus pursuant to Article 23 of the Prospectus Regulation, and each person who
initially acquires any New Ordinary Shares, Nil Paid Rights or Fully Paid Rights or to
whom any offer is made under the Rights Issue will be deemed to have represented,
acknowledged, and agreed that it is a “qualified investor” within the meaning of
Article 2(e) of the Prospectus Regulation.

For the purposes of the foregoing paragraph, the expression an “offer to the public” in
relation to any New Ordinary Shares, the Nil Paid Rights or the Fully Paid Rights in
any Relevant Member State means the communication in any form and by any means
of sufficient information on the terms of the offer and the New Ordinary Shares, the
Nil Paid Rights or the Fully Paid Rights.

In the case of the New Ordinary Shares, the Nil Paid Rights or the Fully Paid Rights
being offered to a financial intermediary, as that term is used in the Prospectus
Regulation, such financial intermediary will also be deemed to have represented,
acknowledged and agreed that the New Ordinary Shares, the Nil Paid Rights or the
Fully Paid Rights acquired by it have not been acquired on a non-discretionary basis
on behalf of, nor have they been acquired with a view to their offer or resale to,
persons in circumstances which may give rise to an offer of any New Ordinary
Shares, Nil Paid Rights or Fully Paid Rights to the public other than their offer or
resale in a Relevant Member State to “qualified investors” within the meaning of
Article 2(e) of the Prospectus Regulation. The Company, the Underwriters and their
respective affiliates will rely upon the truth and accuracy of the foregoing
representation, acknowledgement and agreement.

Waiver

The provisions of paragraph 7 and of any other terms of the Rights Issue relating to
Overseas Shareholders may be waived, varied or modified as regards specific Shareholders
or on a general basis by the Company in its absolute and sole discretion. Subject to this,
the provisions of paragraph 7 supersede any terms of the Rights Issue inconsistent herewith.
References in paragraph 7 to Shareholders shall include references to the person or persons
executing a Provisional Allotment Letter and, in the event of more than one person executing
a Provisional Allotment Letter, the provisions of paragraph 7 shall apply to them jointly and to
each of them.

Representations and warranties relating to Shareholders
All Qualifying Shareholders
All Qualifying Non-CREST Shareholders, by completing and returning a Provisional Allotment

Letter, and all Qualifying CREST Shareholders, by sending an MTM Instruction, will be
deemed to have agreed and acknowledged that:

a) the Joint Bookrunners: (i) are acting exclusively for the Company and no one else in
connection with the Rights Issue; (ii) will not regard any other person (whether or not
a recipient of this document) as their respective clients in relation to the Rights Issue;
and (iii) will not be responsible to anyone other than the Company, nor for providing
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the protections afforded to their clients nor for giving advice in connection with the
Rights Issue or the contents of this document;

b) apart from the responsibilities and liabilities, if any, which may be imposed on the
Joint Bookrunners by FSMA or the regulatory regime established thereunder or under
the regulatory regime of any other jurisdiction where exclusion of liability under the
relevant regulatory regime would be illegal, void or unenforceable, none of the Joint
Bookrunners, nor any of their respective affiliates, directors, officers, employees or
advisers, accept any responsibility whatsoever for the contents of this document, or
make any representation or warranty, express or implied, in relation to the contents of
this document, including its accuracy, completeness or verification or regarding the
legality of any investment in the Nil Paid Rights, the Fully Paid Rights or the New
Ordinary Shares by any person under the laws applicable to such person or for any
other statement made or purported to be made by it, or on its behalf, in connection
with the Company, the New Ordinary Shares, the Nil Paid Rights, the Fully Paid
Rights, the Rights Issue or the Acquisition, and nothing in this document is, or shall
be relied upon as, a promise or representation in this respect, whether as to the past
or the future. To the fullest extent permissible, the Joint Bookrunners accordingly
disclaim all and any responsibility or liability whether arising in tort, contract or
otherwise (save as referred to above) which they might otherwise have in respect of
this document or any such statement;

C) such Qualifying Shareholders have not relied on the Joint Bookrunners or any person
affiliated with any of the Joint Bookrunners in connection with any investigation as to
the accuracy of any information contained in this document or their investment
decision; and

d) such Qualifying Shareholders have relied only on the information contained in this
document, and that no person has been authorised to give any information or to
make any representation concerning the Company, the New Ordinary Shares, the Nil
Paid Rights, the Fully Paid Rights, the Rights Issue or the Acquisition (other than as
contained in this document) and, if given or made, any such other information or
representation should not be relied upon as having been authorised by the Company
or the Joint Bookrunners.

Qualifying Non-CREST Shareholders

Any person accepting and/or renouncing a Provisional Allotment Letter or requesting
registration of the New Ordinary Shares comprised therein represents and warrants to the
Company and the Joint Bookrunners that, except where proof has been provided to the
satisfaction of the Company and the Joint Bookrunners that such person’s use of the
Provisional Allotment Letter or the effecting of the instruction will not result in the
contravention of any applicable regulatory or legal requirement in any jurisdiction: (a) such
person is not accepting and/or renouncing the Provisional Allotment Letter, or requesting
registration of the relevant New Ordinary Shares or giving such instruction, from within any of
the Excluded Territories; (b) such person is not in any territory in which it is unlawful to make
or accept an offer to subscribe for New Ordinary Shares or to use the Provisional Allotment
Letter in any manner in which such person has used or will use it or to give such
instructions; (c) such person is not acting on a non- discretionary basis on behalf of, or for
the account or benefit of, a person located within or resident of any Excluded Territory or
any territory referred to in (b) above at the time the instruction to accept or renounce was
given; and (d) such person is not acquiring Nil Paid Rights, Fully Paid Rights or New
Ordinary Shares with a view to the offer, sale, resale, transfer, delivery or distribution, directly
or indirectly, of any such Nil Paid Rights, Fully Paid Rights or New Ordinary Shares into any
Excluded Territory or any territory referred to in (b) above. The Company may treat as invalid
any acceptance or purported acceptance of the allotment of New Ordinary Shares comprised
in, or renunciation or purported renunciation of, a Provisional Allotment Letter if it: (i) appears
to the Company to have been executed in or despatched from any Excluded Territory or
otherwise in a manner which may involve a breach of the laws of any jurisdiction or if it
believes the same may violate any applicable legal or regulatory requirement; (ii) provides an
address in any Excluded Territory (or any jurisdiction outside the UK in which it would be
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10.

11.

unlawful to deliver share certificates or sales advice); or (iii) purports to exclude the
representations and warranties required by this paragraph 8.

Qualifying CREST Shareholders

A CREST member or CREST sponsored member who makes a valid acceptance in
accordance with the procedures set out in this Part VIII (Terms and Conditions of the Rights
Issue) represents and warrants to the Company and the Joint Bookrunners that, except
where proof has been provided to the satisfaction of the Company and the Joint
Bookrunners that such person’s acceptance will not result in the contravention of any
applicable regulatory or legal requirement in any jurisdiction: (a) he is not within any of the
Excluded Territories; (b) he is not in any territory in which it is unlawful to make or accept an
offer to subscribe for New Ordinary Shares; (c) he is not accepting on a non-discretionary
basis for, on behalf of, or for the account or benefit of, a person located or resident within
any Excluded Territory or any territory referred to in (b) above at the time the instruction to
accept was given; and (d) he is not acquiring New Ordinary Shares, Nil Paid Rights or Fully
Paid Rights with a view to the offer, sale, resale, transfer, delivery or distribution, directly or
indirectly, of any such New Ordinary Shares, Nil Paid Rights or Fully Paid Rights into any
Excluded Territory or any territory referred to in (b) above.

Times and dates

The Company shall, in its discretion and after consultation with its financial and legal
advisers, be entitled to amend the dates that Provisional Allotment Letters are despatched or
dealings in Nil Paid Rights commence or amend or extend the latest date for acceptance
under the Rights Issue and all related dates set out in this document and in such
circumstances shall notify the FCA, and make an announcement via a Regulatory Information
Service approved by the FCA.

In the event such an announcement is made, Qualifying Shareholders may not receive any
further written communication in respect of such amendment or extension of the dates
included in this document.

If a supplementary prospectus is issued by the Company two or fewer Business Days prior
to the latest time and date for acceptance and payment in full under the Rights Issue
specified in this document (or such later date as may be agreed between the Company and
the Joint Bookrunners), the latest date for acceptance under the Rights Issue shall be
extended to the date that is three Business Days after the date of issue of the
supplementary prospectus (and the dates and times of principal events due to take place
following such date shall be extended accordingly).

Governing law

The terms and conditions of the Rights Issue as set out in this document and the Provisional
Allotment Letter and any non-contractual obligations arising out of or in relation to the Rights
Issue shall be governed by, and construed in accordance with, English law.

Jurisdiction

The courts of England and Wales are to have exclusive jurisdiction to settle any dispute
which may arise out of or in connection with the Rights Issue, this document or the
Provisional Allotment Letter and any non-contractual obligations arising out of or in
connection with them. By accepting rights under the Rights Issue in accordance with the
instructions set out in this document and, in the case of Qualifying Non-
CREST Shareholders, other than, subject to limited exceptions, those with a registered
address, or resident in, one of the Excluded Territories.

Shareholders only, the Provisional Allotment Letter, Qualifying Shareholders irrevocably
submit to the jurisdiction of the courts of England and Wales and waive any objection to
proceedings in any such court on the ground of venue or on the ground that proceedings
have been brought in an inconvenient forum, or objection to the recognition or enforcement
in the courts of any other country of a judgment delivered by an English court exercising
jurisdiction pursuant to this paragraph 11.
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PART IX
QUESTIONS AND ANSWERS REGARDING THE RIGHTS ISSUE

The questions and answers below have been prepared to help Shareholders understand what is
involved in the Rights Issue. These are in general terms only and, as such, you should not rely
solely on them and should also read Part VIl (Terms and Conditions of the Rights Issue) of this
document for full details of the action you should take and the terms and conditions applicable to
the Rights Issue. If you are in any doubt as to the action you should take, you are recommended to
seek your own financial advice immediately from your stockbroker, bank manager, solicitor,
accountant or other independent financial adviser authorised under FSMA if you are resident in the
United Kingdom or, if not, from another appropriately authorised independent financial adviser.

This Part IX (Questions and Answers regarding the Rights Issue) deals with general questions
relating to the Rights Issue and more specific questions relating to Qualifying Shareholders who
hold Ordinary Shares in: (i) certificated form (referred to as Qualifying Non-CREST Shareholders);
and (ii) Shareholders who hold Ordinary Shares in uncertificated form (that is, through CREST,
referred to as Qualifying CREST Shareholders). If you are a CREST sponsored member, you should
also consult your CREST sponsor. If you are a Shareholder resident outside of the United Kingdom,
you should pay particular attention to paragraph 4.6 (What should | do if I live outside the United
Kingdom?) of this Part IX (Questions and Answers regarding the Rights Issue) below.

If you do not know whether your Ordinary Shares are held in certificated or uncertificated form,
please call the MUFG Corporate Markets shareholder helpline between 9.00 a.m. and 5.30 p.m.
Monday to Friday (excluding United Kingdom public holidays) on 0371 664 0321 (calls to this
number are charged at the standard national rate and will vary by provider) or on +44(0)371 664
0321 from outside the United Kingdom (charged at the applicable international rate). Please
note that calls may be monitored or recorded and the helpline cannot provide financial, legal or tax
advice or advice on the merits of the Rights Issue.

Times and dates referred to in this Part IX (Questions and Answers regarding the Rights Issue)
have been included on the basis of the Expected Timetable of Principal Events for the Rights Issue
set out in this document

1. GENERAL
1.1 What is a rights issue?

A rights issue is a way for listed companies to raise money. Companies do this by giving
their existing shareholders a right to subscribe for further shares in proportion to their existing
shareholdings.

The offer under this Rights Issue is of 79,539,337 New Ordinary Shares at a price of
176 pence per New Ordinary Share. If you are a Qualifying Shareholder, other than a
Shareholder with a registered address in, or resident or located in, subject to certain
exceptions, the Excluded Territories, you will be eligible to subscribe for New Ordinary
Shares under the Rights Issue. If you hold your Ordinary Shares in certificated form, your
entittement will be set out in your Provisional Allotment Letter. The Rights Issue will be
made on the basis of 10 New Ordinary Shares for every 19 Existing Ordinary Shares
held by Qualifying Shareholders on the Record Date.

1.2  Will Shareholders be entitled to vote on the Rights Issue?

No, the Rights Issue does not require new shareholder approval. The Company is relying on
existing shareholder approvals granted under sections 551 and 570 of the Companies Act
pursuant to resolutions passed at the Company’s 2025 Annual General Meeting. No general
meeting of Shareholders or other Shareholder vote will, therefore, take place in connection
with the Rights Issue.

1.3 lunderstand that there is a period when there is trading in the Nil Paid Rights. What does
this mean?
If you do not want to subscribe for the New Ordinary Shares being offered to you under the
Rights Issue, you can, if you are a Qualifying Non-CREST Shareholder or Qualifying
CREST Shareholder, instead sell or transfer your rights (called Nil Paid Rights) to acquire
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those New Ordinary Shares and receive the net proceeds, if any, of that sale or transfer in
cash (subject to a de minimis of £5.00). This is referred to as dealing “nil paid”. This means
that, during the Rights Issue offer period (i.e., between 8.00 a.m. on 8 July 2025 and
11.00 a.m. on 22 July 2025) you can, subject to demand and market conditions, trade in the
Nil Paid Rights (if applicable). You can also trade Ordinary Shares (which will not carry any
entittement to participate in the Rights Issue).

Can | sell some rights and use the proceeds to take up my remaining rights?

This is known as a Cashless Take-up or “tail-swallowing”. If applicable, you should contact
your stockbroker or financial adviser who may be able to help if you wish to do this.

Alternatively, if you are an individual Qualifying Non-CREST Shareholder aged 18 or over (in
the case of natural persons), who is resident in the UK, Channel Islands or the Isle of Man
(or any other country confirmed by MUFG Corporate Markets in writing provided that you
have requested at your own exclusive initiative that the Special Dealing Service be provided
to you), you can use the Special Dealing Service (see paragraph 2.4(E) (/If you want to use
the Special Dealing Service operated by MUFG Corporate Markets) of this Part IX (Questions
and Answers regarding the Rights Issue) below).

Please note that your ability to sell your rights is dependent on demand for such rights and
that the price for Nil Paid Rights may fluctuate. Please also ensure that you allow enough
time so as to enable the person acquiring your rights to take all necessary steps in
connection with taking up the entitlement prior to 11.00 a.m. on 22 July 2025.

Can | change my decision to take up my rights?

Once you have returned your Provisional Allotment Letter, you cannot withdraw your
application or change the number of New Ordinary Shares for which you have applied,
except in the very limited circumstances set out at paragraph 5.2 of Part VIl (Terms and
Conditions of the Rights Issue) of this document.

ORDINARY SHARES IN CERTIFICATED FORM

I hold my Ordinary Shares in certificated form. How do | know if | am eligible to participate
in the Rights Issue?

If you receive a Provisional Allotment Letter and are not a Shareholder with a registered
address in, subject to certain exceptions, any of the Excluded Territories, then you should be
eligible to subscribe for New Ordinary Shares under the Rights Issue (as long as you have
not sold all of your Ordinary Shares before 8.00 a.m. on 8 July 2025 (the time when the
Ordinary Shares are expected to be marked “ex-rights” by the London Stock Exchange)).
However, if you receive a Provisional Allotment Letter and you have a registered address in,
or are a person resident or domiciled in, or a citizen of, a country other than the United
Kingdom, you must satisfy yourself as to the full observance of the applicable laws of such
territory including observing any requisite governmental or other consents, observing any
other requisite formalities and paying any issue, transfer or other taxes due in such territories.
Receipt of this document or a Provisional Allotment Letter does not constitute an offer in
those jurisdictions in which it would be illegal to make an offer. Overseas Shareholders
should refer to paragraph 7 of Part VIl (Terms and Conditions of the Rights Issue) of this
document.

If you do not receive a Provisional Allotment Letter, and you do not hold your shares in
CREST, this probably means you are not eligible to acquire any New Ordinary Shares.
However, see Question 2.5 “I acquired my Ordinary Shares prior to the Record Date and
hold my Existing Ordinary Shares in certificated form. What if | do not receive a Provisional
Allotment Letter?” below.

How many New Ordinary Shares will | be entitled to acquire?

Box 2 on the Provisional Allotment Letter shows the number of New Ordinary Shares you will
be entitled to acquire. You will be entitled to acquire at the Issue Price 10 New Ordinary
Shares for every 19 Existing Ordinary Shares you hold at 6.00 p.m. on the Record Date. All
Qualifying Non-CREST Shareholders (other than Shareholders with a registered address in,
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(A)

(B)

subject to certain exceptions, any of the Excluded Territories) will be sent a Provisional
Allotment Letter.

I hold my Ordinary Shares in certificated form. What do | need to do in relation to the
Rights Issue?

If you hold your Ordinary Shares in certificated form and are not ineligible to participate in
the Rights Issue (because you do not hold enough Existing Ordinary Shares on the Record
Date) and do not have a registered address in, subject to certain exceptions, any of the
Excluded Territories, you will be sent a Provisional Allotment Letter that show: (a) in Box 1,
how many Existing Ordinary Shares you held at 6.00 p.m. on the Record Date; (b) in Box 2,
how many New Ordinary Shares you are entitled to acquire pursuant to the Rights Issue; and
(c) in Box 3, how much you need to pay if you want to take up all of your rights to subscribe
for all the New Ordinary Shares provisionally allotted to you in full. Paragraph 2.4 (I am a
Qualifying Shareholder with a registered address in the United Kingdom and | hold my
Ordinary Shares in certificated form. What are my options and what should | do with the
Provisional Allotment Letter?) of this Part IX (Questions and Answers regarding the Rights
Issue) below gives more details regarding the choices available to you.

If you are ineligible to participate in the Rights Issue because you do not hold enough
Existing Ordinary Shares on the Record Date or have a registered address in, subject to
certain exceptions, any of the Excluded Territories, you will not receive a Provisional
Allotment Letter. Please refer to paragraph 4.6 (What should | do if | live outside the United
Kingdom?) of this Part IX (Questions and Answers regarding the Rights Issue) below.

I am a Qualifying Shareholder with a registered address in the United Kingdom and | hold
my Ordinary Shares in certificated form. What are my options and what should | do with
the Provisional Allotment Letter?

If you want to take up all of your rights

If you want to take up all of your rights to acquire the New Ordinary Shares to which you are
entitled, you must send the completed Provisional Allotment Letter, together with your cheque
or banker's draft in pounds sterling made payable to “MUFG Corporate Markets Limited re
Chesnara plc Rights Issue” and crossed “A/C payee only” for the amount shown in Box 3 of
the Provisional Allotment Letter and write your Allotment Number and surname on the reverse
of the cheque or banker’s draft, by post or by hand (during normal business hours only) to
MUFG Corporate Markets, Corporate Actions, Central Square, 29 Wellington Street,
Leeds, LS1 4DL to be received by 11.00 a.m. on 22 July 2025. You do not need to sign the
Provisional Allotment Letter. Within the United Kingdom only, you can use the reply-paid
envelope provided with the Provisional Allotment Letter. Please allow sufficient time for
delivery. Full instructions are set out in Part VIl (Terms and Conditions of the Rights Issue) of
this document and in the Provisional Allotment Letter.

Please note third-party cheques will not be accepted other than building society cheques or
banker’s drafts.

If payment is made by building society cheque (not being drawn on an account of the person
lodging the Provisional Allotment Letter, the “applicant”) or a bankers draft, the building
society or bank must endorse on the cheque or draft the applicant's name and the number of
an account held in the applicant’s name at the building society or bank, such endorsement
being validated by a stamp and an authorised signature.

If you hold your shares in certificated form, a definitive share certificate will then be sent to
you in respect of the New Ordinary Shares that you take up. Your definitive share certificate
for the New Ordinary Shares is expected to be despatched to you by no later than
4 August 2025. You will need your Provisional Allotment Letter to be returned to you if you
want to deal in your Fully Paid Rights. Your Provisional Allotment Letter will not be returned
to you unless you tick Box E on page 4 of the Provisional Allotment Letter.

If you do not want to take up your rights at all

If you do not want to take up any of your rights, you do not need to do anything. If you do
not take up your rights, the number of Ordinary Shares you hold in the Company will remain
the same, but the proportion you hold of the total number of Ordinary Shares in the
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Company will be lower than the proportion you currently hold. If you do not accept your
entittement to the New Ordinary Shares by returning your Provisional Allotment Letter
subscribing for the New Ordinary Shares to which you are entitled by 11.00 a.m. on
22 July 2025, the Company has made arrangements under which the Joint Bookrunners will
try to find investors to take up your rights and the rights of others who have not taken them
up. If the Joint Bookrunners do find investors who agree to pay a premium above the Issue
Price and the related expenses of procuring those investors (including any applicable
brokerage fees and commissions and amounts in respect of related VAT), you will be sent a
cheque for your share of the amount of that premium provided that this is £5.00 or more.
Cheques are expected to be despatched to certificated shareholders by no later than
4 August 2025. Cheques will be sent to your address appearing on the register of members
of the Company (or to the first-named holder if you hold your Ordinary Shares jointly). If the
Joint Bookrunners cannot find investors who agree to pay a premium over the Issue Price
such that your entitlement would be £5.00 or more, you will not receive any payment and any
amounts of less than £5.00 will be aggregated and will accrue for the benefit of the
Company.

Alternatively and if applicable to your holding, if you do not want to take up your rights, you
can sell or transfer your Nil Paid Rights (see paragraph 2.4(D) (If you want to sell all of your
rights) of this Part IX (Questions and Answers regarding the Rights Issue) below).

If you want to take up some but not all of your rights

If you wish to take up some, but not all, of your rights (but not transfer some, or all, of those
you do not wish to take up), you can complete Box B in Part 1 on page 1 of the Provisional
Allotment Letter making sure that you complete the boxes in that section stating the number
of New Ordinary Shares you wish to acquire and the amount payable (at 176 pence per New
Ordinary Share). You should return the Provisional Allotment Letter with a cheque or banker’s
draft in pounds sterling, made payable to “MUFG Corporate Markets Limited re Chesnara plc
Rights Issue” and crossed “A/C payee only” for the amount payable and write your Allotment
Number and surname on the reverse of the cheque or banker's draft, by post or by hand
(during normal business hours only) to MUFG Corporate Markets, Corporate Actions, Central
Square, 29 Wellington Street, Leeds, LS1 4DL to be received by 11.00 a.m. on
22 July 2025. You do not need to sign the Provisional Allotment Letter.

If you hold your shares in certificated form and wish to take up some, but not all, of your
rights and to transfer some, or all, of those you do not wish to take up, or you wish to
transfer all of the Nil Paid Rights or Fully Paid Rights (if applicable), but to different persons,
you should first apply to have your Provisional Allotment Letter split by completing and
signing Form X on page 4 of your Provisional Allotment Letter, and returning it by post or by
hand (during normal business hours only) to MUFG Corporate Markets, Corporate Actions,
Central Square, 29 Wellington Street, Leeds, LS1 4DL, so as to be received by 3.00 p.m. on
18 July 2025, together with a covering letter stating the number of split Provisional Allotment
Letters required and the number of Nil Paid Rights to be comprised in each split Provisional
Allotment Letter. You (or your stockbroker, bank or other authorised independent financial
adviser) will receive the relevant number of split Provisional Allotment Letters in relation to
the Nil Paid Rights to be sold. You should send the Provisional Allotment Letters representing
the Nil Paid Rights you wish to sell to the new owner (or their broker). You should then
deliver the split Provisional Allotment Letter representing the New Ordinary Shares that you
wish to accept together with your cheque or banker’s draft by post or by hand (during normal
business hours only) to MUFG Corporate Markets, Corporate Actions, Central Square, 29
Wellington Street, Leeds, LS1 4DL to be received by 11.00 a.m. on 22 July 2025 (see
paragraph 2.4(A) (If you want to take up all of your rights) of this Part IX (Questions and
Answers regarding the Rights Issue) above).

Further details are set out in Part VIl (Terms and Conditions of the Rights Issue) of this
document and will be set out in the Provisional Allotment Letter.

Alternatively, if you are an individual certificated shareholder aged 18 or over (in the case of
natural persons), who is resident in the UK, Channel Islands or the Isle of Man (or any other
country confirmed by MUFG Corporate Markets in writing provided that you have requested
at your own exclusive initiative that the Special Dealing Service be provided to you), you can
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(E)

use the Special Dealing Service to sell some rights and use the proceeds to take up your
remaining rights, as further detailed in paragraph 2.4(E) (If you want to use the Special
Dealing Service operated by MUFG Corporate Markets) of this Part IX (Questions and
Answers regarding the Rights Issue) below.

If you want to sell all of your rights

If you are a certificated shareholder and want to sell all of your rights outside of the Special
Dealing Service (see below), you should complete and sign Form X on the Provisional
Allotment Letter (if it is not already marked “Original Duly Renounced”) and pass the entire
letter to your stockbroker, bank manager or other appropriate financial adviser or to the
transferee (provided they do not have registered addresses or reside in, subject to certain
exceptions, any of the Excluded Territories). Please note that your ability to sell your rights is
dependent on demand for such rights and that the price for Nil Paid Rights may fluctuate.

Please ensure that you allow enough time so as to enable the person acquiring your rights to
take all necessary steps in connection with taking up the entitlement prior to 11.00 a.m. on
22 July 2025.

If you are an individual certificated Shareholder aged 18 or over (in the case of natural
persons), who is resident in the UK, Channel Islands or the Isle of Man (or any other country
confirmed by MUFG Corporate Markets in writing provided that you have requested at your
own exclusive initiative that the Special Dealing Service be provided to you), you can use the
Special Dealing Service to sell all of your rights. See paragraph 2.4(E) (If you want to use
the Special Dealing Service operated by MUFG Corporate Markets) of this Part IX (Questions
and Answers regarding the Rights Issue) below which explains how you can do this by using
your Provisional Allotment Letter.

If you want to use the Special Dealing Service operated by MUFG Corporate Markets

If you are an individual Qualifying Non-CREST Shareholder aged 18 or over (in the case of
natural persons), who is resident in the UK, Channel Islands or the Isle of Man (or any other
country confirmed by MUFG Corporate Markets in writing provided that you have requested
at your own exclusive initiative that the Special Dealing Service be provided to you), you can
use the Special Dealing Service to either: (i) sell all of your Nil Paid Rights; or (ii) sell a
sufficient number of Nil Paid Rights to raise money to take up the remainder of your rights
(that is, effect a Cashless Take-up).

If you want to use the Special Dealing Service to sell all of your Nil Paid Rights, you can tick
Box C in Part 2A on page 1 of your Provisional Allotment Letter and complete, sign and date
Part 2B on page 1, and in each case return it by post or by hand (during normal business
hours only) to MUFG Corporate Markets, Corporate Actions, Central Square, 29 Wellington
Street, Leeds, LS1 4DL, so as to be received by 11.00 a.m. on 16 July 2025.

If you want to use the Special Dealing Service to sell sufficient rights represented by your
Provisional Allotment Letter to enable you to take up your remaining entitlements (i.e. effect a
Cashless Take-up), you can tick Box D in Part 2A on page 1 of your Provisional Allotment
Letter and complete, sign and date Part 2B on page 1, and in each case return it by post or
by hand (during normal business hours only) to MUFG Corporate Markets, Corporate Actions,
Central Square, 29 Wellington Street, Leeds, LS1 4DL, so as to be received by 11.00 a.m.
on 16 July 2025.

If you elect to use the Special Dealing Service to sell all of your Nil Paid Rights or to
effect a Cashless Take-up, you will be required to provide the following personal
details in respect of the holder of the Provisional Allotment Letter in Part 2B of the
Provisional Allotment Letter: (i) full name; (ii) nationality; (iii) national client identifier
or LEI (if your Ordinary Shares are registered in a corporate name); and (iv) date of
birth.

Additionally, all Shareholders named in the Provisional Allotment Letter must sign it.
Failure to do so will cause MUFG Corporate Markets to reject your instructions.

If you do not have a national client identifier or LEI (if your Ordinary Shares are registered in
a corporate name), please include “N/A’ in respect of this information so that MUFG
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Corporate Markets can generate an ID for you where possible. Without this information,
MUFG Corporate Markets may not be able to carry out your instructions.

MUFG Corporate Markets will charge a commission of 1% of the gross proceeds of any sale
of Nil Paid Rights effected using the Special Dealing Service, subject to a minimum of £15
per holding. Due to the minimum charge, the Special Dealing Service may not be cost
effective for all Qualifying Non-CREST Shareholders. For example, in relation to Qualifying
Non-CREST Shareholders selling a small holding, it is possible that in certain circumstances
the administration charge may be more than the value of the sale proceeds.

You should be aware that by electing to use the Special Dealing Service, you will be deemed
to be agreeing to the Special Dealing Service Terms and Conditions and make a legally
binding agreement with MUFG Corporate Markets on those terms. The Special Dealing
Service Terms and Conditions will be posted to you together with the Provisional Allotment
Letter if you hold your Ordinary Shares in certificated form. For the avoidance of doubt, the
Company accepts (and it is a term of the Rights Issue that it shall have) no responsibility or
liability whatsoever to shareholders for or in respect of the Special Dealing Service operated
by MUFG Corporate Markets and, to the fullest extent permitted by law, disclaims any duty,
liability or responsibility whatsoever (whether direct or indirect and whether arising in contract,
tort, under statute or otherwise) in respect of such service or its operation.

I acquired my Ordinary Shares prior to the Record Date and hold my Existing Ordinary
Shares in certificated form. What if | do not receive a Provisional Allotment Letter?

If you do not receive a Provisional Allotment Letter but hold your Existing Ordinary Shares in
certificated form, this probably means that you are not eligible to take up New Ordinary
Shares under the Rights Issue. Some Qualifying Non-CREST Shareholders, however, will not
receive a Provisional Allotment Letter but may still be eligible to subscribe for New Ordinary
Shares under the Rights Issue, namely:

° Qualifying CREST Shareholders who held their Existing Ordinary Shares in
uncertificated form on the Record Date and who have converted them to certificated
form;

° Shareholders who bought Existing Ordinary Shares before the Ex-Rights Date and who
hold such Ordinary Shares in certificated form but were not registered as the holders
of those Ordinary Shares at the close of business on the Record Date; and

° certain Overseas Shareholders who can prove that the offer under the Rights Issue
can lawfully be made to them without contravention of any relevant legal requirements.

If you do not receive a Provisional Allotment Letter but think that you should have received
one (or should have received additional Provisional Allotment Letter(s), in respect of other
holdings), please call the MUFG Corporate Markets shareholder helpline between 9.00 a.m.
and 5.30 p.m. Monday to Friday (excluding United Kingdom public holidays)
on 0371 664 0321 (calls to this number are charged at the standard national rate and will
vary by provider) or on +44(0)371 664 0321 from outside the United Kingdom (charged at
the applicable international rate). Please note that calls may be monitored or recorded and
the helpline cannot provide financial, legal or tax advice or advice on the merits of the Rights
Issue.

I hold my Ordinary Shares in certificated form. If | take up my rights, when will | receive the
certificate representing my New Ordinary Shares?

If you take up your rights under the Rights Issue, share certificates for the New Ordinary
Shares are expected to be posted by no later than 4 August 2025.

I hold my Ordinary Shares in certificated form. What if | want to sell the New Ordinary
Shares for which | have paid?

If you hold your shares in certificated form, provided the New Ordinary Shares have been
paid for and you have requested the return of the receipted Provisional Allotment Letter by
completing Box E on the Provisional Allotment Letter, you can transfer the Fully Paid Rights
by completing and signing Form X (the form of renunciation) on the receipted Provisional
Allotment Letter in accordance with the instructions set out in the Provisional Allotment Letter
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until 11.00 a.m. on 22 July 2025. After that time, you will be able to sell your New Ordinary
Shares in the normal way. The share certificate relating to your New Ordinary Shares is
expected to be despatched to you by no later than 4 August 2025. Pending despatch of the
definitive share certificates, instruments of transfer of the New Ordinary Shares will be
certified by the Registrar against the register.

Further details are set out in Part VIl (Terms and Conditions of the Rights Issue) of this
document.

How do | transfer my rights into the CREST system?

If you are a Qualifying Non-CREST Shareholder, but are a CREST member and want your
New Ordinary Shares to be in uncertificated form, you should complete Form X and the
CREST Deposit Form (both on page 4 of the Provisional Allotment Letter). Further details on
how to deposit Nil Paid Rights or Fully Paid Rights into CREST are set out further in
paragraph 3.10 (Deposit of Nil Paid Rights or Fully Paid Rights into CREST) of Part VI
(Terms and Conditions of the Rights Issue) of this document and in the Provisional Allotment
Letter. If you have transferred your rights into the CREST system, you should refer to
paragraph 4 (Action to be taken by Qualifying CREST Shareholders in relation to Nil Paid
Rights or Fully Paid Rights in CREST) of Part VIl (Terms and Conditions of the Rights Issue)
of this document for details on how to pay for the New Ordinary Shares.

ORDINARY SHARES IN CREST

| hold my Ordinary Shares in CREST. How do | know if | am eligible to participate in the
Rights Issue?

If you are a Qualifying CREST Shareholder (save as mentioned below in this paragraph), and
on the assumption that the Rights Issue proceeds as planned, your CREST stock account will
be credited with your entitlement to Nil Paid Rights as soon as possible after 8.00 a.m. on
8 July 2025. The stock account to be credited will be the account under the participant 1D
and member account ID that apply to your Ordinary Shares at close of business on the
Record Date. The Nil Paid Rights and the Fully Paid Rights are expected to be enabled after
8.00 a.m. on 8 July 2025. If you are a CREST sponsored member, you should consult your
CREST sponsor if you wish to check that your account has been credited with your
entittement to Nil Paid Rights. The CREST stock accounts of Excluded Shareholders will not
be credited with Nil Paid Rights. Excluded Shareholders should refer to paragraph 7
(Overseas Shareholders) of Part VIIl (Terms and Conditions of the Rights Issue) of this
document.

How many New Ordinary Shares will | be entitled to acquire?

If you are eligible to subscribe for New Ordinary Shares in the Rights Issue, your stock
account will be credited with Nil Paid Rights in respect of the number of New Ordinary
Shares which you are entitled to acquire, and you will be entitled to 10 New Ordinary Shares
for every 19 Existing Ordinary Shares you held at 6.00 p.m. on the Record Date. You can
also view the claim transactions in respect of purchases/sales effected after this date, but
before the Ex-Rights Date. If you are a CREST sponsored member, you should contact your
CREST sponsor.

How do | take up my rights using CREST?

If you are a Qualifying CREST Shareholder and wish to take up and pay for your rights, you
should refer to the instructions set out in Part VIII (Terms and Conditions of the Rights Issue)
of this document.

If you are a CREST member, you should ensure that an MTM instruction has been inputted
and has settled by 11.00 a.m. on 22 July 2025 in order to make a valid acceptance. If your
Ordinary Shares are held by a nominee or you are a CREST sponsored member, you should
speak directly to the agent who looks after your stock or your CREST sponsor (as
appropriate) who will be able to help. If you have further questions, particularly of a technical
nature regarding acceptance through CREST, you should call the CREST Service Desk
on 0845 964 5648 (or +44(0)20 7849 0199 if you are calling from outside the United
Kingdom).
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If | take up my rights, when will New Ordinary Shares be credited to my CREST account(s)?

If you take up your rights under the Rights Issue, it is expected that New Ordinary Shares
will be credited to the CREST stock account in which you hold your Fully Paid Rights as
soon as possible after 8.00 a.m. on 23 July 2025.

FURTHER PROCEDURES FOR ORDINARY SHARES

If | purchase Ordinary Shares after the Record Date, will | be eligible to participate in the
Rights Issue?

If you bought Ordinary Shares after close of business on the Record Date but prior to
8.00 a.m. on 8 July 2025 (the time when the Ordinary Shares are expected to start trading
ex-rights on the London Stock Exchange), you may be eligible to participate in the Rights
Issue. If you are in any doubt, please consult your stockbroker, bank manager or other
appropriate financial adviser, or whoever arranged your share purchase, to ensure you claim
your entitlement.

If you purchase Ordinary Shares at or after 8.00 a.m. on 8 July 2025, you will not be eligible
to participate in the Rights Issue in respect of those shares.

What should I do if | sell or transfer all or some of my Ordinary Shares before 8.00 a.m. on
8 July 2025 (the Ex-Rights Date)?

If you hold Ordinary Shares in certificated form and you sell or otherwise transfer, or have
sold or otherwise transferred, all of your existing Ordinary Shares (other than ex-rights) before
8.00 a.m. on 8 July 2025 (being the Ex-Rights Date) please send this document together
with any Provisional Allotment Letter, if and when received, as soon as possible to the
purchaser or transferee, or to the bank, stockbroker or other agent through whom the sale or
transfer was effected for delivery to the purchaser or transferee. However, these documents
must not be forwarded, distributed or transmitted in or into or from any jurisdiction where to
do so would violate the laws of that jurisdiction.

If you hold Ordinary Shares in certificated form and you sell or otherwise transfer, or have
sold or otherwise transferred, only part of your holding of existing Ordinary Shares (other
than ex-rights) before the Ex-Rights Date, you should refer to the instruction regarding split
applications in Part VIII (Terms and Conditions of the Rights Issue) of this document and in
the Provisional Allotment Letter.

If you hold Ordinary Shares in uncertificated form and you sell or have sold or have
otherwise transferred all or some of your existing Ordinary Shares (other than ex-rights)
before the Ex-Rights Date, you do not have to take any action. A claim transaction will
automatically be generated by Euroclear which, on settlement, will transfer the appropriate
number of Nil Paid Rights to the purchaser or transferee.

What if the number of New Ordinary Shares to which | am entitled is not a whole number:
am | entitled to fractions of New Ordinary Shares?

Your entitlement to New Ordinary Shares will be calculated at 6.00 p.m. on the Record Date
(other than in the case of those who bought shares after the Record Date but prior to
8.00 a.m. on 8 July 2025 who may be eligible to participate in the Rights Issue). If the result
is not a whole number, you will not receive a New Ordinary Share in respect of the fraction
of a New Ordinary Share and your entittement will be rounded down to the nearest whole
number.

Any fractional entitlements to New Ordinary Shares which arise will be aggregated into whole
New Ordinary Shares and sold in the market on behalf of the relevant Shareholders. The
total proceeds of the sale (net of related expenses (including any applicable brokerage fees
and commissions and amounts in respect of related VAT)) will be paid in due proportion to
each of the relevant Shareholders. Any proceeds of sale (net of related expenses (including
any applicable brokerage fees and commissions and amounts in respect of related VAT)) due
to each of the relevant Shareholder(s) of less than £5.00 will be aggregated and will accrue
for the benefit of the Company.
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Will | be taxed if | take up or sell my rights or if my rights are sold on my behalf?

The following comments are by way of general guidance, and are subject to the same
caveats and qualifications as set out in Part XVI (United Kingdom Taxation) of this document,
and accordingly assume, amongst other things, that you hold your Ordinary Shares as an
investment.

If you are resident in the United Kingdom for tax purposes, you should not have to pay
United Kingdom tax when you take up your rights, although the Rights Issue will affect the
amount of United Kingdom tax you may pay when you subsequently sell any or all of your
Ordinary Shares. However, you may (subject to any available exemption, allowance or relief)
be subject to capital gains tax or corporation tax on any proceeds that you receive from the
sale of your rights (unless, generally, in the case of a non-corporate shareholder, the
proceeds do not exceed £3,000 or, if higher, 5% of the market value of your Ordinary Shares
on the date of sale, although in that case the amount of United Kingdom tax you may pay
when you subsequently sell all or any of your Ordinary Shares may be affected).

Further information on taxation in the United Kingdom with regard to the Rights Issue and the
holding of New Ordinary Shares is contained in Part XVI (United Kingdom Taxation) of this
document. Qualifying Shareholders who are in any doubt as to their tax position, or who are
subject to tax in any other jurisdiction, should consult an appropriate professional adviser as
soon as possible. Please note that the Shareholder Helpline will not be able to assist you
with taxation issues.

What if | hold options and awards under the Share-Based Incentive Plans?

Participants in the Share-Based Incentive Plans will be contacted separately with further
information on how their options and awards granted under the Share-Based Incentive Plans
may be affected by the Rights Issue.

What should | do if | live outside the United Kingdom?

While you have an entitlement to participate in the Rights Issue, your ability to take up rights
to New Ordinary Shares may be affected by the laws of the country in which you live, and
you should take professional advice as to whether you require any governmental or other
consents or need to observe any other formalities to enable you to take up your rights.
Shareholders residing outside the United Kingdom should refer to paragraph 7 (Overseas
Shareholders) of Part VIl (Terms and Conditions of the Rights Issue).

If as a result of the laws of certain jurisdictions you are unable to participate in the Rights
Issue, the proportion you hold of the total number of Ordinary Shares in the Company will be
lower than the proportion you currently hold. The Company has made arrangements under
which the Joint Bookrunners will try to find investors to take up your rights alongside those of
others who have not taken up their rights. If the Joint Bookrunners do find investors who
agree to pay a premium above the Issue Price and the related expenses of procuring those
investors (including any applicable brokerage fees and commissions and amounts in respect
of related VAT), you will be sent a cheque for your share of the amount of that premium,
provided that this is £5.00 or more. Cheques are expected to be despatched to certificated
shareholders no later than 4 August 2025. Cheques will be sent to your address appearing
on the register of members of the Company (or to the first-named holder if you hold your
Ordinary Shares jointly) and, in the case of bank account payments, to the bank account
information notified to the relevant nominee/MUFG Corporate Markets. If the Joint
Bookrunners cannot find investors who agree to pay a premium over the Issue Price and
related expenses, such that your entitlement would be £5.00 or more, you will not receive
any payment and any amounts of less than £5.00 will be aggregated and will accrue for the
benefit of the Company.

What should I do if | think my holding of Ordinary Shares is incorrect?

If you are concerned about the figure in the relevant Provisional Allotment Letter(s) or
otherwise concerned that your holding of Ordinary Shares is incorrect, please call the MUFG
Corporate Markets shareholder helpline between 9.00 a.m. and 5.30 p.m. Monday to Friday
(excluding United Kingdom public holidays) on 0371 664 0321 (calls to this number are
charged at the standard national rate and will vary by provider) or on +44(0)371 664 0321
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from outside the United Kingdom (charged at the applicable international rate). Please
note that calls may be monitored or recorded and the helpline cannot provide financial, legal
or tax advice or advice on the merits of the Rights Issue.
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PART X
INFORMATION ON CHESNARA PLC

The following information should be read in conjunction with the information appearing elsewhere in,
or incorporated by reference in, this document, including the financial and other information
incorporated by reference in “Documents Incorporated by Reference”.

1. INTRODUCTION

Chesnara is a specialist life assurance and pension fund consolidation group with businesses in the
UK, the Netherlands and Sweden.

The Chesnara Group’s primary focus is on closed life and pensions books through its consolidation
businesses in the UK and the Netherlands and the Chesnara Group also operates open life and
pensions businesses where these are value enhancing, including through platforms in the UK, the
Netherlands and Sweden. The Company seeks to create further value and sustain its approach to
dividends by acquiring new companies or books of business. Its acquisition strategy primarily
focuses on the territories in which it operates, though it will consider opportunities in other European
countries where there is sufficient value and strategic and cultural fit.

The Company is the owner of Countrywide Assured, Movestic, Scildon and the Waard Group.
Chesnara has been listed on the LSE’s main market for listed securities since May 2004.

Chesnara operates predominantly through Countrywide Assured which was the key operating
subsidiary at the time of the listing of Chesnara plc on the LSE in 2004. Countrywide Assured
comprises a range of life insurance, pensions and savings products that are largely no longer
actively marketed to customers and is therefore substantially “closed” to new business, with the
exception of certain onshore bonds that continue to be written through third-party platforms. The
focus of Countrywide Assured is to:

1) act as a consolidator of life and pensions books, predominantly those that are closed to new
business. In this regard, the business has executed a number of closed-book acquisitions
from City of Westminster Assurance, Save & Prosper and Direct Line Life. More recently, in
2022, Chesnara acquired Sanlam Life & Pensions UK Limited and in 2023 it agreed to
acquire an individual protection portfolio from Canada Life executed through a 100%
reinsurance agreement and subsequent Part VIl transfer on 23 February 2025. In late 2024,
Chesnara reached an agreement with Canada Life to acquire a second, closed portfolio of
unit linked bonds and legacy pension business, similarly 100% reinsured, which is expected
to transfer to Chesnara at the end of 2025 (subject to the completion of a court-approved
Part VII transfer);

2) deploy its specialist skills to efficiently and effectively manage in-force policies and customers’
interests with the strategic objective of maximising value for shareholders from the existing
business. This is achieved, in part, by outsourcing certain activities and closely monitoring the
management of policies through a central UK based governance team. This outsourcing
model creates a degree of cost variability which is vital to a largely closed-book business
whose size is reducing naturally over time and is an approach that provides flexibility to
support future acquisitions; and

3) apply its expertise in capital management, regulation and other key areas to support the
Chesnara Group’s overriding philosophy of “putting the customer first” and therefore achieve
good outcomes for customers. This approach safeguards the financial future of customers
and supports delivery of a service that meets their needs.

Chesnara has a range of growth opportunities and the Chesnara Group’s strategy includes the
disciplined acquisition of companies and portfolios, utilising a clear set of acquisition criteria to
assess opportunities.

For the period ended 31 December 2024, the Chesnara Group achieved the following metrics:
° £60 million of Chesnara Group commercial cash generation;

] £531 million of EcV;

° 203% Group Solvency Coverage Ratio;
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£14 billion of funds under management; and
940,000 policies.

HISTORY AND DEVELOPMENT, OWNERSHIP AND ORGANISATIONAL STRUCTURE
History and development

Chesnara was incorporated on 29 October 2003 and its ordinary shares are listed on the
London Stock Exchange. The Chesnara Group initially consisted of Countrywide Assured, a
closed life and pensions book demerged from Chesnara plc, a large estate agency group.
Since then, the Chesnara Group has grown through the acquisition of further closed UK
businesses, both a closed-book group and an open life and pensions business in the
Netherlands and an open life and pensions business in Sweden.

The below table provides a detailed summary of the key milestones since the Company was

founded.
Date
2003/4

2005

2009

2010

2013/14

2015

2017

2019

2020

2021

2022

2023

Milestone

The Company is incorporated — Chesnara estate agency group divested its life
insurance business and this became the inaugural portfolio of the Chesnara Group
with an opening European Embedded Value of the Chesnara Group which is valued in
accordance with principles issued by the European Insurance CFO Forum
(“Embedded Value”) of £126 million.

The Company made its first acquisition — City of Westminster Assurance, adding
£30.3 million of Embedded Value to the Chesnara Group.

The Company moved into Europe with the acquisition of a Swedish business now
called Movestic. The Chesnara Group’s Embedded Value reached £263 million.
Unlike the UK operation, Movestic is open to new business which adds a further
source of Embedded Value growth.

The acquisition of Save and Prosper Group took the Chesnara Group’s assets
under management to over £4 billion.

Direct Line’s life assurance business was acquired and by the end of 2014, total
Chesnara Group Embedded Value had risen above £400 million.

Expansion into a new territory with the acquisition of the Waard Group (“Waard”), a
closed book in the Netherlands.

Building upon its entry to the Dutch market, the Company completed the
acquisition of Legal & General Nederland, renamed “Scildon” at a 32% discount to
its EcV of £202.5 million.

Completion of the acquisition of a portfolio of 6,000 policies from Monuta
Insurance, under Waard.

Completion of the acquisition of 44,000 policies from the Dutch branch of
Argenta Bank, also under Waard.

Expansion in the Netherlands continued under Waard, with the completion of the
acquisition of a portfolio of policies from Brand New Day.

On 28 April, the Chesnara Group completed the acquisition of (i) Sanlam Life &
Pensions UK Limited in the UK (renamed CASLP Ltd), for consideration of
£39.0 million, adding £2.9 billion of assets under management and approximately
80,000 new policies; and (ii) Robein Leven N.V in the Netherlands for cash
consideration of £13 million, furthering the delivery of the Chesnara Group’s strategy
of acquiring value-enhancing books in the Netherlands. The Robein Leven business
has been integrated into Waard, which is renamed Waard Leven N.V.

On 1 January, the Chesnara Group completed the acquisition of Nederlandsche
Algemeene Maatschappij van Levensverzekering N.V.'s insurance portfolio in
the Netherlands (“Conservatrix Insurance Portfolio”) from bankruptcy. The
Conservatrix Insurance Portfolio, consisting of approximately 70,000 policies, was
migrated into Waard.

94



2.2

2023

2024

2025

The Chesnara Group announced the agreement to acquire Canada Life’s UK
onshore individual protection line of business in May 2023, comprising 47,000
term assurance and critical illness policies, which will transfer pursuant to a court-
approved Part VIl transfer.

Also, in May, the Chesnara Group announced a long-term strategic partnership with
SS&C for policy administration in the UK. The partnership with SS&C will enhance
Chesnara’s overall migration and integration capabilities whilst delivering cost-
efficient policy administration for existing and future books of business for the long-
term.

The Chesnara Group announced the agreement to acquire a closed portfolio of
unit linked bonds and legacy pension business with approximately 17,000
policies and total assets under management of £1.5 billion as at 31 December
2023, which will transfer pursuant to a court-approved Part VII transfer.

The Chesnara Group announced the Acquisition.

Overview of key principal activities

The Chesnara Group manages itself on a geographical basis. It has three key operating
segments, being:

221

the UK
the Netherlands; and

Sweden.

UK

The UK division principally consists of the insurance company, Countrywide Assured.
Countrywide Assured manages approximately 290,000 policies covering linked pension
business, life insurance, endowments, annuities and some with-profit business, and is
largely closed to new business. Countrywide Assured uses outsourcing partners to
support a large part of its operating model, with functions such as customer services,
investment management and accounting and actuarial services being outsourced. A
central governance team is responsible for managing all outsourced operations.

As a largely closed book, the division creates value and surplus capital through
managing the following key value drivers: costs; policy attrition; investment return; and
capital management actions, including reinsurance. The division also generates future
value through a small amount of new business, increments to existing policies and
periodic acquisitions.

In general, surplus regulatory capital emerges as the book runs off. The level of
required capital is closely linked to the level of risk to which the division is exposed.
Management’s risk-based decision-making process seeks continually to manage and
monitor the balance of making value enhancing decisions whilst maintaining a risk
profile in line with the Board’s risk appetite.

Key metrics as at 31 December 2024:
° Solvency II:

(i) Own Funds: £130 million
(i) Solvency Capital Requirement (“SCR”): £97 million
(i) Surplus: £15 million
(iv)  Solvency Coverage Ratio (post dividend): 135%
° EcV: £187 million
° Assets Under Administration: £6 billion

° No. of policies: approximately 290,000
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2.2.2 Netherlands

The Chesnara Group’s Dutch division has two business units: Waard and Scildon.
Both Waard and Scildon have a common aim to make capital available to the
Chesnara Group to fund further acquisitions or to contribute to dividends.

Waard: This is the division’s closed book business. It is also the Chesnara Group’s
Dutch acquisition vehicle and supports the Chesnara Group’s aim of further
consolidation in the Netherlands. The division generates value and capital through a
combination of running efficient operations, optimising investment management and
capital management initiatives. Waard managed approximately 128,000 policies.

Scildon: Scildon is an “open” business and aims to add value and create surplus
capital by writing “new” business and by efficient operational management and capital
optimisation.

Scildon sells protection, individual savings and group pensions contracts via a broker-
led distribution model. Its aim is to deliver meaningful value growth from realistic
market share. Having realistic aspirations regarding volumes means the Chesnara
Group is able to adopt a profitable pricing strategy. New business also helps the
business maintain scale and hence contributes to unit cost management. Scildon
manages approximately 240,000 policies.

Key metrics as at 31 December 2024:
° Solvency Il

Scildon
° Own Funds: £140 million

° SCR: £68 million

° Surplus: £20 million

° Solvency Coverage Ratio: 205%
Waard

° Own Funds: £82 million

° SCR: £25 million

° Surplus: £48 million

° Solvency Coverage Ratio: 324%

° EcV: £252 million
° Assets Under Administration: £3 billion

° No. of policies: approximately 370,000

2.2.3 Sweden

Movestic is a life and pensions business based in Sweden managing approximately
280,000 policies and is open to new business. From its Stockholm base, Movestic
operates as an innovative brand in the Swedish life insurance market. It offers
personalised unit-linked pension and savings solutions through brokers together with
custodian products via a number of private banks and is well-regarded within both
communities.

Movestic creates value predominantly by generating growth in the unit-linked Funds
Under Management, whilst assuring a high-quality customer proposition and
maintaining an efficient operating model. Funds Under Management growth is
dependent upon positive client cash flows and positive investment performance.
Capital surplus is a factor of both the company’s value and capital requirements and
hence surplus can also be optimised by effective management of capital.
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As an “open” business, Movestic not only adds value from sales but as it gains scale,
it aims to become increasingly cash generative which should fund further growth or
contribute towards the Chesnara Group’s approach to dividends. Movestic has a clear
sales focus towards the advised occupational pension market and is also growing its
Custodian business.

Key metrics as at 31 December 2024:
° Solvency I

(i) Own Funds: £184 million

(i)  SCR: £122 million

(ili)  Surplus: £37 million

(iv)  Solvency Coverage Ratio: 151%
° EcV: £199 million
° Assets Under Administration: £5 billion

° No. of policies: approximately 280,000

DIVIDEND AND ECONOMIC VALUE GROWTH

The Chesnara Group has a strong track record of delivering value growth and dividends to
its shareholders, showing the strength of its business model. This can be summarised by the
following charts:

Dividends per share history (pence per share)

Pence per share

EcV History (£m)

fm

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
87 54
531
512 525
176 189 187 183

723
&70
626
603
455
417
355 376
295 311
263

'“Illll II
==

2004 2005 2006 2007 2008 2009 2010 2011 20122013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
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STRATEGY

The Chesnara Group has three core strategic objectives:

No. Strategic objective
1 Maximise the value
from existing

business
2 Acquire life and
pension businesses
3 Enhance value

through profitable
new business

Description

Managing our existing
customers efficiently, whilst
delivering good outcomes, is
core to delivering our overall
strategic aims.

Acquiring and integrating
companies into our business
model is key to continuing our
growth journey.

Writing profitable new business
supports the growth of the
Chesnara Group and helps
mitigate the natural run-off of
our book.
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Why it matters

The existing books of policies
are the principal source of
cash generation and EcV and
are at the heart of the
investment case for the
Shareholders and debtholders.

Well considered and
appropriately priced
acquisitions maintain the
effectiveness of the operating
model, create a source of
value enhancement and
sustain the longer-term cash
generation potential of the
Chesnara Group.

A primary focus of the
Chesnara Group’s operations
is to ensure it manages our
existing policy base in an
efficient and compliant manner.
In addition, the Chesnara
financial model supports
incremental value generation
through writing profitable new
business. New business profits
are a welcome source of
regular value growth which
supplements the growth
delivered from our existing
policy base and periodic
acquisitions.



Summary of recent results

The Chesnara Group’s most recent reported results are for FY24. Below is a summary of the
key financial metrics relating to these results.

Financial performance

2024
Dividends Dividends per share (p) 24.7
Cash Chesnara Group commercial
cash generation (£ million) 60
EcV earnings Economic value earnings
(£ million) 69
International Financial Reporting Standards (“IFRS”) Profit before tax (£ million) 21
New business New business contribution
(£ million) 9
Financial position
2024
Solvency Solvency coverage ratio (%) 203
Solvency surplus (£ million) 327
EcV EcV per share (£ million) 3.52
EcV (£ million) 531
Assets Assets under administration
(£ billion) 14
Gearing Leverage ratio (%) 30.9

RECENT DEVELOPMENTS

The most recent set of results that have been published by the Chesnara Group are those
for FY24. Since then, the following key developments have taken place:

° The merger of Scildon and Waard in the Netherlands has received portfolio transfer
approval from the Dutch National Bank and completed on 2 July 2025.

° Subject to regulatory approval, Scildon has agreed to transfer its collective pension
portfolio to Allianz. The transfer is expected to complete in quarter three of 2025.
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PART XI
INFORMATION ON HSBC LIFE (UK)

Investors should read this Part XlI (Information on HSBC Life (UK)) in conjunction with the
information contained elsewhere in this document including Part Il (Risk Factors) of this document.
Where stated, financial information in this Part XI (Information on HSBC Life (UK)) of this document
has been extracted from the audited consolidated financial statements of HSBC Life (UK) referred
to in Part XIll (Historical Financial Information of HSBC Life (UK)) and set out in Appendix 1 (HSBC
Life (UK) Limited’s Financial Statements together with the Audit Reports) of this document.

1.

BUSINESS OVERVIEW

HSBC Life (UK) is a private limited company incorporated in England and Wales with
registered number 00088695. The registered and head office of HSBC Life (UK) is at 8
Canada Square, London E14 5HQ. HSBC Life (UK)'s telephone number is +44 3457456125
and its website is https://www.life.hsbc.co.uk. The information contained on the website of
HSBC Life (UK) does not form part of this document unless where expressly incorporated by
reference.

HSBC Life (UK) is a specialist life protection and investment bond provider in the UK. HSBC
Life (UK) operates both open and closed life assurance portfolios, with approximately
454,000 policies, of which approximately 440,000 are protection products. HSBC Life (UK) is
the UK insurance arm of the HSBC Group. The HSBC Group is one of the world’s largest
banking and financial services organisations. The HSBC Group serves more than 40 million
customers worldwide through a network that covers 64 countries and territories in its
geographical regions: Europe, Asia, North America, Latin America, and Middle East and
North Africa.

HSBC Life (UK) is authorised by the PRA and regulated by the FCA and the PRA in the UK.

HSBC Life (UK)'s Financial Services Register number is 133435. HSBC Life (UK) is a
member of the Association of British Insurers.

As at 31st December 2024, HSBC Life (UK) recorded a Pre-Tax Profit of £73.3 million in
2024, had £314 million of Eligible Solvency II Own Funds, a SCR of £210 million and
Solvency Coverage Ratio of 149%. The business has low cross-border regulatory complexity
given its single-country geographical focus.

Protection new business distributed via the bancassurance agreement with HSBC Bank
(LifeChoices) is outside the transaction perimeter and will be terminated at Completion.

HSBC Life (UK) provides two key products: (i) an onshore investment bond (“OIB”) and
(i) certain protection products (including life, critical illness and income protection). HSBC
Life (UK) is the second largest operator in the UK OIB market and provides individual
investors with access to approximately 4,000 funds from 200+ fund managers (including
investment trusts, unit trusts and OEICs).

HSBC Life (UK) has three internally distributed protection products, which are exclusively sold
in the UK. These include LifeChoices (individual protection products covering term assurance
and critical illness), MyChoice (group protection products sold exclusively to HSBC Life (UK)
group employees in the UK) and Premier 3.0 (newly launched individual protection product
with approximately 900,000 customers).

HSBC Life (UK)'s internally distributed protection products are mostly managed on by
HSBC’s own legacy platform, whereas the OIB policies HLP policies and Premier 3.0 wealth
sales are externally managed on a leading third party platform.

The HSBC Life (UK) business is currently led by Mark Hussein, who has acted as Chief
Executive Officer since 2015. Douglas Clow is Chief Financial Officer and Jo Cooper is Chief
Operating Officer. The business has its core operations in Bristol and Fareham.

The table below sets out the key performance indicators for the HSBC Life (UK) business for the
year ended 31 December 2024.

100



Key performance indicators (KPI)

Year ended
31 December
2024
New business volumes
— Life protection!” £53.1m
— Life investments £63.1m
Lapse rates (per annum)
— Life protection (term) 9.2%
— Life protection (income protection) 7.5%
— Unit-linked life 3.1%
Operating expenses variance (excess of allowance over
incurred expenses) £0.4m
Contractual Service Margin (CSM)® £86m
Solvency Ratio 149%

(1) During the year, the basis for Life Protection new business volumes KPI has been revised to include Group Life products. The

prior period has been restated.

(2) During the year, the basis for the CSM KPI has been revised to show the balance of net reinsurance. The prior period has been

restated.

HISTORY AND DEVELOPMENT
HSBC Life (UK) was incorporated in 1906 and the business formally started trading as HSBC
Life (UK) in September 1999.

In October 2011, HSBC Life (UK) took control of M&S Life. In June 2014, HSBC Life (UK)
exited the pensions sector to simplify its proposition, pursue a capital-light strategy and
reduce risk, focusing on life assurance products.

In 2016-17, HSBC Life (UK) launched the OIB product externally and internally through
Premier Relationship Managers. Also during this period HSBC Life (UK) launched its
externally distributed protection product (“HLP”), which was designed and built in just
7 months.

In 2018-19, HSBC Life (UK)'s HLP launched on several key insurance price comparison
website and during this time, HSBC Life (UK) expanded the HLP offering, to include critical
illness

During the period between 2020 and 2021, HSBC Life (UK)'s OIB experienced significant
growth, and the product achieved a double-digit market share growth in the segment,
according to ABI statistics.

In 2022, HSBC Life (UK) won the COVER Excellence Award, following the launch of an
enhanced digital underwriting engine.

In 2025, HSBC Life (UK) launched Premier 3.0, which enables the HSBC Life (UK) business
to upsell to HSBC’s large UK customer base.

STRATEGY

HSBC Life (UK)'s key strategy is to be one of the top five providers in the protection market
in the UK, whilst continuing growth in the OIB sector in line with market growth stabilising its
position. The business has several in-flight initiatives to support this plan (see below).

Investment Bonds
3.1.1 Launch of new Offshore Bond products;

3.1.2 Delivery of DFM functionality on Select Platform to strengthen investment advice
proposition and boost sector presence;

3.1.3 Further distribution growth by embedding within existing Independent Financial Advisor
networks and expansion to new networks; and

3.1.4 Margin improvement driven by reduced cost and larger business scale.
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i)

External Protection

3.2.1 Key proposition enhancements include Multi-Benefit (launched in December 2024) and
fully underwritten product; and

3.2.2 Continued optimisation through frequent pricing reviews.

Internal Protection
3.3.1 Continued enhancements of product features;

3.3.2 Pricing optimisation techniques to increase sales volumes;
3.3.3 Improvement of Mobile features; and

3.3.4 Ability to offer pre-approved policies.

GROUP STRUCTURE

HSBC Life (UK) is a direct subsidiary of HSBC Bank plc, with the company number
00014259 and registered office address 8 Canada Square, London, E14 5HQ and an indirect
wholly owned subsidiary of HSBC Holdings plc with the company number 00617987 and
registered office address 8 Canada Square, London, E14 5HQ.
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PART Xii
HISTORICAL FINANCIAL INFORMATION OF CHESNARA PLC

The audited consolidated financial statements for Chesnara as at and for the financial year ended
31 December 2024, prepared in accordance with IAS, together with the audit reports and notes in
respect of such financial year, contained in Chesnara plc’s 2024 Annual Report and Accounts are
incorporated by reference into this Part Xl (Historical Financial Information of Chesnara plc) as
described in Part XVIII (Documents Incorporated by Reference) of this document.

The consolidated financial statements contained in the Chesnara plc’s 2024 Annual Report and
Accounts were audited by Deloitte LLP and the audit report was unmodified. Deloitte LLP is
registered to carry out audit work in the UK by the Institute of Chartered Accountants in England
and Wales and has no material interest in the Company or HSBC Life (UK).
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PART Xl
HISTORICAL FINANCIAL INFORMATION OF HSBC LIFE (UK)

The audited consolidated financial statements for HSBC Life (UK) as at and for the financial year
ended 31 December 2024, prepared in accordance with IAS, together with the audit report and
notes in respect of such financial year, contained in HSBC Life (UK) Limited’s Annual Report and
Financial Statements for the year ended 31 December 2024 is set out in Part 1 of Appendix 1
(HSBC Life (UK) Limited’s financial statements together with the audit reports).

The audited consolidated financial statements for HSBC Life (UK) as at and for the financial year
ended 31 December 2023, prepared in accordance with IAS, together with the audit report and
notes in respect of such financial year, contained in HSBC Life (UK) Limited’s Annual Report and
Financial Statements for the year ended 31 December 2023 is set out in Part 2 of Appendix 1
(HSBC Life (UK) Limited’s financial statements together with the audit reports).

The audited consolidated financial statements for HSBC Life (UK) as at and for the financial year
ended 31 December 2022, prepared in accordance with IAS, together with the audit report and
notes in respect of such financial year, contained in HSBC Life (UK) Limited’s Annual Report and
Financial Statements for the year ended 31 December 2022 is set out in Part 3 of Appendix 1
(HSBC Life (UK) Limited’s financial statements together with the audit reports).
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PART XIV
CAPITALISATION AND INDEBTEDNESS OF CHESNARA PLC

The following tables set out the Chesnara Group’s capitalisation and indebtedness as at 30 April
2025.

The tables should be read in conjunction with the financial statements contained in the
Chesnara plc’'s 2024 Annual Report and Accounts which are incorporated by reference into this
document, as referred to in Part XVIIl (Documents Incorporated by Reference) of this document.

The tables below set out the capitalisation and indebtedness of the Chesnara Group as at the
dates stated and as such do not reflect the impact of the Acquisition.

Capitalisation

The following table sets out the Chesnara Group’s capitalisation as at 31 December 2024, being the
balance sheet date of the Chesnara Group’s most recently published audited financial information,
and as at 30 April 2025, being a date within 90 days of the date of this document:

As at
31 December As at
2024 30 April 2025
(audited) (unaudited)

Shareholder Equity £000s £000s
Share capital 7,506 7,506
Legal reserve(s) — —
Other reserves 170,419 184,378
Total equity 177,925 191,884
Notes:

(1) Other reserves is comprised of

(a) The share premium account which was £142.5m at 30 April 2025

(b) The merger reserve of £36.3m which arose from a reverse acquisition executed in 2004.
(c) The property revaluation reserve of £2.7m at 30 April 2025

(d) The exchange revaluation reserve of £2.8m at 30 April 2025

Indebtedness

The following table sets out the total indebtedness of the Chesnara Group as at 30 April 2025,
being a date within 90 days of the date of this document:

As at
30 April 2025
(unaudited)
£000s

Current
Guaranteed _
Secured —
Unsecured" 1,325

Total current borrowings 1,325
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Non-current
Guaranteed
Secured
Unsecured®

Total non-current borrowings'"

Total indebtedness"

Notes:

As at

30 April 2025

(unaudited)
£000s

203,215
203,215

204,540

(1) The current unsecured debt is the current portion of the financial reinsurance of £1.3m and a £0.5m overdraft.
(2) The non-current unsecured debt relates to the £200.1m of Tier 2 debt held by Chesnara plc, as well as term finance of £1.7m
and the non-current portion of the financial reinsurance of £0.7m.

The following table sets out the net indebtedness of the Chesnara Group as at 30 April 2025, being
a date within 90 days of the date of this document:

Cash
Cash equivalents
Other current financial assets"

Liquidity

Current financial debt®
Current portion of non-current financial debt

Current financial indebtedness

Net current financial indebtedness

Non-current financial debt
Debt instruments
Non-current trade and other payables

Non-current financial indebtedness

Total financial indebtedness

Notes:

(1) Other current financial assets incudes all financial investments held by the Chesnara Group.

(2) Current financial debt is the bank overdraft.
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As at

30 April 2025

(unaudited)
£000s

146,860

12,132,162

12,279,022

461
1,325

1,786

(12,277,236)

203,215

12,358
215,573
217,359



PART XV

UNAUDITED PRO FORMA FINANCIAL INFORMATION FOR THE ENLARGED
GROUP AND ACCOUNTANT’S REPORT

Part A: Unaudited Pro Forma Financial Information

The unaudited pro forma IFRS income statement and unaudited pro forma IFRS statement of net
assets of the Enlarged Group (together, the “Unaudited Pro Forma IFRS Financial Information”)
set out below have been prepared for illustrative purposes only in accordance with Annex 20 of
Commission Delegated Regulation (EU) 2019/980 and on the basis of the notes set out below. The
unaudited pro forma IFRS income statement has been prepared to illustrate the effect on the
earnings of the Chesnara Group as if the proposed Acquisition and the associated financing had
taken place on 1 January 2024.

The unaudited pro forma IFRS statement of net assets has been prepared to illustrate the effect on
the net assets of the Chesnara Group as if the proposed Acquisition and the associated financing
had taken place on 31 December 2024. The Unaudited Pro Forma IFRS Financial Information has
been prepared for illustrative purposes only and, because of its nature, addresses a hypothetical
situation and does not, therefore, represent the Chesnara Group’s or the Enlarged Group’s actual
financial position or results. The Unaudited Pro Forma IFRS Financial Information is stated on the
basis of the IFRS accounting policies to be adopted by the Chesnara Group in preparing its
consolidated financial statements for the year ending 31 December 2025.
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Unaudited pro forma consolidated IFRS income for the Enlarged Group for the year ended

31 December 2024

Insurance revenue
Insurance service
expense

Net expenses from
reinsurance contracts held

Insurance service result
Net investment return

Net finance expenses
from insurance contracts
issued

Net finance income from
reinsurance contracts held
Net change in investment
contract liabilities

Change in liabilities
relating to policyholders’
funds held by the Group

Net investment return
Fee, commission and
other operating income

Total revenue net of
investment result
Other operating expenses

Total income less
expenses

Financing costs

Profit arising on business
combinations and portfolio
acquisitions

Profit/(loss) before
income taxes

Income tax (expense) /
credit

Profit/(loss) for the
period

Items that may be
reclassified subsequently
to profit and loss:
Foreign exchange
translation differences
arising on the revaluation
of foreign operations
Revaluation of land and
building

Items that will not be
reclassified to profit and
loss

Revaluation of pension
obligations after tax

Other comprehensive
(expense)/income for
the period, net of tax

Total comprehensive
income/(expense) for
the period

Pro forma adjustments

Pro forma
Chesnara HSBC Life financial
Group for the  (UK) for the information
year ended year ended for the
31 December 31 December Presentational Financing Acquisition Enlarged
2024 2024 alignment adjustments adjustments Group

Note 1 Note 2 Note 3 Note 4 Note 5
£m £m £m £m £m £m
261.9 196.0 — — — 457.9
(244.1) (143.4) — — — (387.5)
(9.2) 4.2 — — — (5.0)
8.6 56.8 — — — 65.4
1,286.1 26.5 333.72 — — 1,646.3
(334.8) — (238.2)2 — — (573.0)
2.6 — 0.3% — — 29
(740.4) — (95.8)% — — (836.2)
(160.8) — — — — (160.8)
52.7 26.5 — — — 79.2
104.2 0.3 2.7° — — 107.2
165.5 83.6 2.7 — — 251.8
(133.6) (10.3) (2.7)° — (5.8) (152.4)
31.9 73.3 — — (5.8) 99.4
(11.1) — — (4.4)2 — (15.5)
20.8 73.3 — (4.4) (5.8) 83.9
(16.9) (47.4) — 1.0° — (63.3)
3.9 25.9 — (3.4) (5.8) 20.6
(15.3) — — — — (15.3)
0.4 — — — — 0.4
(14.9) — — — — (14.9)
(11.0) 25.9 — (3.4) (5.8) 5.7

108



Notes

1.

The income statement for the Chesnara Group has been extracted, without material adjustment, from Chesnara Group’s
audited consolidated financial statements for the year ended 31 December 2024, which are incorporated into this document by
reference, as set out in Part Xl (Historical Financial Information of Chesnara plc).

The income statement for HSBC Life (UK) has been extracted, without material adjustment, from HSBC Life (UK)’s audited
financial statements for the year ended 31 December 2024, which are referred to in Part Xlll (Historical Financial Information of
HSBC Life (UK)) and set out in Appendix 1 (HSBC Life (UK) Limited’s Financial Statements together with the Audit Reports) of
this document.

This column reflects adjustments to align the presentation of the HSBC Life (UK) IFRS income statement with that of the
Chesnara Group as follows:

(a) HSBC Life (UK) report ‘Net finance expense from insurance contracts issued’, ‘Net finance income from reinsurance
contracts held’ and ‘Net change in investment contract liabilities’ within the ‘Net investment returns’ line on the face of the
income statement. The Chesnara Group report these as individual items on the face of the income statement. A
reclassification of £333.7m has been made to reclassify HSBC Life (UK) ‘Net investment returns’ to align presentation.

(b) HSBC Life (UK) classifies certain fee income and fee expenses within ‘Fee, commission and other operating income’ whilst
Chesnara — Group includes these within ‘Other operating expenses’. The adjustments align the presentation to Chesnara
Group’s presentation. A reclassification of £2.7m has been made to reclassify HSBC Life (UK) ‘Fee, commission and other
operating income’ to ‘other operating expenses’ to align presentation.

On 3 July 2025, the Company entered into an amendment and restatement (details of which are set out in paragraph 9.1.4 of
Part XVII (Additional Information) of this document) (the “Amended and Restated Facility Agreement”) pursuant to which a three
year £150,000,000 multicurrency Revolving Credit Facility (the “Amended RCF”) is made available to the Company. The
adjustment reflects:

a) Adjustments to financing costs (as per the Amended and Restated Facility Agreement) £m
Fees associated with drawing £65m from the Amended RCF and other associated advisory
fees (0.3)
Annual interest payable under the Amended RCF (4.1)
Total adjustment (4.4)

b) An adjustment of £1.0m to reflect the associated tax credit on the interest payable in 4(a) above at the rate of 25%.

An adjustment of £5.8m has been made to the line item ‘Other operating expenses’ to reflect the Directors’ estimate of the due
diligence costs, legal costs and other adviser fees attributable to the transaction that will be expensed in the income statement
(these costs are part of total costs of £10.0m as detailed in paragraph 17 of Part XVII (Additional Information) of this document,
the remainder of which will be capitalised). These estimated fees exclude any discretionary amounts payable to advisers on
completion of the transaction.

Of the adjustments in Notes 4 and 5, only the adjustment in Note 4 relating to the annual interest payable under the Amended
RCF will have a continuing impact, the rest all being one-off transaction costs.

In preparing the unaudited pro forma IFRS income statement, no adjustments have been made for the amortisation of
intangibles such as AVIF that will arise on acquisition or other items subject to fair value accounting, on the basis that a fair value
exercise will be performed on completion of the Acquisition.

As such, the fair value exercise may result in material adjustments, and therefore the £16.8m difference in consideration and
IFRS net assets of HSBC Life (UK) has not been shown as an adjustment to gooawiill in the pro forma.

The unaudited pro forma IFRS income statement does not reflect any anticipated revenue enhancements, cost savings which
are not directly attributable to the Acquisition, or operating synergies or dis-synergies that the Chesnara Group may achieve or
incur as a result of the Acquisition. In preparing the unaudited pro forma IFRS income statement, no account has been taken of
the trading activity or other transactions of the Chesnara Group or HSBC Life (UK) since 31 December 2024.
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Unaudited pro forma IFRS statement of net assets for the Enlarged Group for the year ended

31 December 2024

Assets

Intangible assets

Property and equipment
Investment properties

Deferred tax assets

Insurance contract assets
Reinsurance contract assets
Amounts deposited with reinsurers
Financial investments
Derivative financial instruments
Other assets

Cash and cash equivalents

Total Assets

Liabilities

Insurance contract liabilities
Reinsurance contract liabilities

Other provisions

Investment contracts and fair value through
profit or loss

Liabilities relating to policyholders’ funds
held by the Group

Lease contract liabilities

Borrowings

Derivative financial instruments

Deferred tax liabilities

Deferred income

Other current liabilities

Bank overdrafts

Total liabilities
Net Assets

Notes:

Pro forma adjustments

Pro forma
Chesnara HSBC Life financial
Group for the (UK) for the information
year ended year ended for the
31 December 31 December Financing Acquisition Enlarged
2024 2024 adjustments adjustments Group
Note 1 Note 2 Note 3 Note 4
£m £m £m £m £m
87.2 — — — 87.2
7.8 — — — 7.8
91.7 — — e 91.7
38.9 56.0 — — 94.9
1.8 37.8 — — 39.6
169.9 129.8 — — 299.7
34.3 — — — 34.3
12,116.7 3,873.2% — — 15,989.9
0.1 — — e 0.1
68.7 20.0 — — 88.7
138.0 1731 194.92 (260.0) 246.0
12,755.1 4,289.9 194.9 (260.0) 16,979.9
(4,099.1) (3,003.0) — — (7,102.1)
(16.6) (37.6) — — (54.2)
(20.3) — — — (20.3)
(6,116.7) (931.4) — — (7,048.1)
(1,825.5) — — — (1,825.5)
(0.6) — — — (0.6)
(204.8) — (65.0)° — (269.8)
(0.6) — — — (0.6)
(24.7) (8.5) — — (33.2)
(1.3) — — — (1.3)
(129.7) (32.6) — — (162.3)
(0.8) — — — (0.8)
(12,440.7) (4,013.1) (65.0) — (16,518.8)
314.4 276.8 129.9 (260.0) 461.1

1. The net assets of Chesnara Group have been extracted, without material adjustment, from Chesnara Group’s audited
consolidated financial statements for the year ended 31 December 2024, which are incorporated into this document by
reference, as set out in Part Xl (Historical Financial Information of Chesnara plc).

2. The net assets of HSBC Life (UK) have been extracted, without material adjustment, from HSBC Life (UK)'s audited financial
statements for the year ended 31 December 2024, which are referred to in Part Xl (Historical Financial Information of HSBC
Life (UK)) and set out in Appendix 1 (HSBC Life (UK) Limited’s Financial Statements together with the Audit Reports) of this

document.

a) HSBC Life presents “Financial investments” across “Debt securities — fixed rate” and “Collective investment schemes” on
the face of the statement of financial position. These have been reclassified to “Financial investments” to align presentation.

3. This column reflects adjustments in respect of financing activity related to the transaction as follows:
Adjustments to cash and cash equivalents:

a) The estimated net proceeds of the Rights Issue (refer to Part V (Share Capital and Rights

Issue Statistics) of this document

Accessing funds under the Amended RCF to fund the Acquisition
£0.3m payment of the fees associated with accessing the Amended RCF and other associated

advisory fees
Total adjustments

b) An adjustment to ‘Borrowings’ of £65.0m as a result of accessing funds under the Amended

RCF.
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130.2
65.0

(0.3)
194.9



This column reflects payment for the Acquisition of £260.0m, as detailed in paragraph 9.1.1 of Part XVIl (Additional Information)
of this document.

In preparing the unaudited pro-forma IFRS statement of net assets, no account has been taken of the value of intangibles such
as AVIF that will arise on acquisition or other items subject to fair value accounting, on the basis that a fair value exercise will be
performed on completion of the Acquisition. As such, the fair value exercise may result in material adjustments, and therefore
the £16.8m difference in consideration and IFRS net assets of HSBC Life (UK) has not been shown as an adjustment to goodwill
in the pro forma.

In preparing the unaudited pro forma statement of net assets, no account has been taken of the trading activity or other
transactions of the Chesnara Group or HSBC Life (UK) since 31 December 2024.
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Part B: Accountant’s Report

DeIOitte Deloitte LLP

1 New Street Square
London
EC4A 3HQ

The Board of Directors
on behalf of Chesnara plc
2nd Floor, Building 4
West Strand

Preston

PR1 8UY

RBC Europe Limited
100 Bishopsgate
London

EC2N 4AA

3 July 2025
Dear Sirs/Mesdames,

Chesnara plc (the “Company”)

We report on the pro forma financial information (the “Pro forma financial information”) set out in
Part XV of the prospectus dated 3 July 2025 (the “Prospectus”). This report is required by
Annex 20, section 3 of the UK version of the Commission delegated regulation (EU) 2019/980 (the
“Prospectus Delegated Regulation”) and is given for the purpose of complying with that regulation
and for no other purpose.

Opinion
In our opinion:
(a)  the Pro forma financial information has been properly compiled on the basis stated; and

(b)  such basis is consistent with the accounting policies of the Company.

Responsibilities

It is the responsibility of the directors of the Company (the “Directors”) to prepare the Pro forma
financial information in accordance with Annex 20 sections 1 and 2 of the Prospectus Delegated
Regulation.

It is our responsibility to form an opinion, as to the proper compilation of the Pro forma financial
information and to report that opinion to you in accordance with Annex 20 section 3 of the
Prospectus Delegated Regulation.

Save for any responsibility arising under Prospectus Regulation Rule 5.3.2R(2)(f) to any person as
and to the extent there provided, to the fullest extent permitted by law we do not assume any
responsibility and will not accept any liability to any other person for any loss suffered by any such
other person as a result of, arising out of, or in connection with this report or our statement,
required by and given solely for the purposes of complying with Annex 3 item 1.3 of the Prospectus
Delegated Regulation, consenting to its inclusion in the Prospectus.

No reports or opinions have been made by us on any financial information of HSBC Life (UK) used
in the compilation of the Pro forma financial information. In providing this opinion we are not
providing any assurance on any source financial information on which the Pro forma financial
information is based beyond the above opinion.
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In providing this opinion we are not updating or refreshing any reports or opinions previously made
by us on any financial information of the Company used in the compilation of the pro forma financial
information, nor do we accept responsibility for such reports or opinions beyond that owed to those
to whom those reports or opinions were addressed at the date of their issue.

Basis of preparation

The pro forma financial information has been prepared on the basis described in the notes, for
illustrative purposes only, to provide information about how the Acquisition and the associated
financing might have affected the financial information presented on the basis of the accounting
policies to be adopted by the Company in preparing the financial statements for the period ending
31 December 2025.

Basis of Opinion

We conducted our work in accordance with the Standards for Investment Reporting issued by the
Financial Reporting Council in the United Kingdom. We are independent of the Company and the
Target in accordance with the Financial Reporting Council’s Ethical Standard as applied to
Investment Circular Reporting Engagements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements.

The work that we performed for the purpose of making this report, which involved no independent
examination of any of the underlying financial information, consisted primarily of comparing the
unadjusted financial information with the source documents, considering the evidence supporting the
adjustments and discussing the Pro forma financial information with the Directors.

We planned and performed our work so as to obtain the information and explanations we
considered necessary in order to provide us with reasonable assurance that the Pro forma financial
information has been properly compiled on the basis stated and that such basis is consistent with
the accounting policies of the Company.

Our work has not been carried out in accordance with auditing or other standards and practices
generally accepted in jurisdictions outside the United Kingdom, including the United States of
America, and accordingly should not be relied upon as if it had been carried out in accordance with
those standards or practices.

Declaration

For the purposes of Prospectus Regulation Rule 5.3.2R(2)(f) we are responsible for this report as
part of the Prospectus and declare that to the best of our knowledge, the information contained in
this report is, in accordance with the facts and that the report makes no omission likely to affect its
import. This declaration is included in the Prospectus in compliance with Annex 3 item 1.2 of the
Prospectus Delegated Regulation.

Yours faithfully

Deloitte LLP

Deloitte LLP is a limited liability partnership registered in England and Wales with registered number
OC303675 and its registered office at 1 New Street Square, London EC4A 3HQ, United Kingdom.
Deloitte LLP is the United Kingdom affiliate of Deloitte NSE LLF, a member firm of Deloitte Touche
Tohmatsu Limited, a UK private company limited by guarantee (“DTTL’). DTTL and each of its
member firms are legally separate and independent entities. DTTL and Deloitte NSE LLP do not
provide services to clients.
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PART XVI
UNITED KINGDOM TAXATION

The comments set out below are based on current United Kingdom tax law as applied in England
and Wales and HM Revenue & Customs (“HMRC”) published practice (which may not be binding
on HMRC), in each case as at the Latest Practicable Date, and both of which are subject to
change, possibly with retrospective effect. They are intended as a general guide and are not a
substitute for detailed advice. The following information applies only to Shareholders resident and, in
the case of an individual, domiciled for tax purposes in the United Kingdom and to whom “split
year’ treatment does not apply (except insofar as express reference is made to the treatment of
non-United Kingdom residents), who hold Ordinary Shares in the Company as an investment and
who are, or are treated as, the absolute beneficial owners thereof. The discussion does not address
all possible tax consequences relating to an investment in the New Ordinary Shares. Certain
categories of Shareholders, including those carrying on certain financial activities, those subject to
specific tax regimes or benefiting from certain reliefs or exemptions, those connected with the
Company or Group, officers, former officers, employees and former employees of the Company or
any Group company who have acquired Ordinary Shares in a personal capacity, those for whom the
Ordinary Shares are employment related securities (pursuant to Part 7 of the Income Tax (Earnings
and Pensions) Act 2003) and those that own (or are deemed to own) 5% or more of the share
capital and/or voting power of the Company (either alone or together with connected persons) may
be subject to special rules and this summary does not apply to such Shareholders.

Shareholders who are in any doubt about their tax position, or who are resident, domiciled or
otherwise subject to taxation in a jurisdiction outside the United Kingdom, should consult their own
professional advisers immediately. In particular, Shareholders should be aware that the tax
legislation of any jurisdiction where a Shareholder is resident or otherwise subject to taxation in that
jurisdiction may have an impact on the tax consequences of an investment in the Ordinary Shares
including in respect of any income received from the Ordinary Shares.

1. CAPITAL GAINS TAX
1.1 UK Individual Shareholders

For the purposes of United Kingdom taxation of capital gains, the issue of the New Ordinary
Shares should be regarded as a reorganisation of the share capital of the Company.

Accordingly, you should not be treated as making a disposal of all or part of your holding of
Existing Ordinary Shares by reason of taking up all or part of your rights to New Ordinary
Shares. No liability to United Kingdom tax on capital gains in respect of the New Ordinary
Shares should arise if you take up your entitlement to New Ordinary Shares in full.

Your Existing Ordinary Shares and New Ordinary Shares should be treated as the same
asset acquired at the time you acquired your Existing Ordinary Shares. The subscription
monies for your New Ordinary Shares should be added to the base cost of your existing
holding(s).

If you sell all or some of the New Ordinary Shares allotted to you, or your rights to subscribe
for them, or if you allow or are deemed to have allowed your rights to lapse and receive a
cash payment in respect of them, you may, depending on your circumstances, incur a liability
to tax on any capital gain realised. Individual shareholders may be able to reduce their
chargeable capital gains by utilising their annual exempt amount (currently £3,000 for the tax
year ending 5 April 2026). Any gain not covered by the annual allowance this amount will be
taxed to capital gains tax depending on what tax band it falls in. To the extent the excess is
within the basic rate band it should generally be taxed at 18% and to the extent it is in
excess of the basic rate band it should generally be taxed at 24%, subject to the availability
of any exemptions, reliefs and/or available losses.

If you dispose of all or part of your rights to subscribe for New Ordinary Shares or allow or
are deemed to allow them to lapse in return for a cash payment and the proceeds resulting
from the disposal or lapse of rights are “small” as compared to the value of the Ordinary
Shares in respect of which the rights arose, you may be treated as making no disposal for
the purpose of tax on capital gains. No liability to tax on capital gains will then arise as a
result of the disposal or lapse of the rights, but the proceeds will be deducted from the base
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1.2

2.

cost of your holding of Existing Ordinary Shares. HMRC interprets “small” as 5% or less of
the value of the Ordinary Shares in respect of which the rights arose or £3,000 or less,
regardless of whether or not it would pass the 5% test. If the cash you receive is not small,
you’ll need to work out your gain or loss on the cash received by apportioning the allowable
cost of your Existing Ordinary Shares between the cash received and the New Ordinary
Shares received.

UK Corporate Shareholders

Subject to the availability of exemptions and reliefs, a Shareholder within the charge to UK
corporation tax will be liable to corporation tax on a disposal of New Ordinary Shares. The
corporation tax rate applicable to a Shareholder’s corporate taxable profits is currently 25%,
or 19 if the Shareholder is eligible for the small profits rate of corporation tax.

Taxation of dividends

The Company will not be required to withhold amounts on account of United Kingdom tax at source
when paying a dividend (whether the payment is made to a UK resident Shareholder, or a non-UK
resident Shareholder).

2.1

2.2

2.3

Individual Shareholders

Dividends received by a United Kingdom resident individual Shareholder from the Company
will generally be subject to tax as dividend income.

The first £500 (the “Dividend Allowance”) of the total amount of dividend income (including
any dividends received from the Company) received by such a Shareholder in a tax year will
be taxed at a nil rate (and so no income tax will be payable in respect of such amounts).

If a United Kingdom resident individual Shareholder’s total dividend income for a tax year
exceeds the Dividend Allowance (such excess being referred to as the “Taxable Excess”),
then the Taxable Excess will be subject to tax depending on the tax rate band or bands it
falls within. The relevant tax rate band is determined by reference to the Shareholder’s total
income charged to income tax (including the dividend income charged at a nil rate by virtue
of the Dividend Allowance) less relevant reliefs and allowances (including the Shareholder’s
personal allowance). The Taxable Excess is, in effect, treated as the top slice of any resulting
taxable income and:

(a) to the extent that the Taxable Excess falls below the basic rate limit of £50,270, the
Shareholder will be subject to tax on it at the dividend basic rate of 8.75%.

(b) to the extent that the Taxable Excess falls above the basic rate limit of £50,270 but
below the higher rate limit of £125,140, the Shareholder will be subject to tax on it at
the dividend upper rate of 33.75%.

(c) to the extent that the Taxable Excess falls above the higher rate limit of £125,140, the
Shareholder will be subject to tax on it at the dividend additional rate of 39.35%.

These rates and thresholds are currently applicable during the current tax year (ending
5 April 2026) and are subject to change.

Corporate Shareholders

Shareholders who are within the charge to corporation tax will be subject to corporation
(currently at a rate of 25%, or 19% if the Shareholder is eligible for the small profits rate of
corporation tax) on dividends paid by the Company, unless (subject to special rules for such
Shareholders that are small companies) the dividends fall within an exempt class and certain
other conditions are met. Each Shareholder's position will depend on its own individual
circumstances, although it would normally be expected that the dividends paid by the
Company would fall within an exempt class such that no corporation tax is payable upon
receipt of any dividend.

Non-UK Shareholders

A Shareholder resident or otherwise subject to tax outside the United Kingdom (whether an
individual or a body corporate) may be subject to foreign taxation on dividend income under
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local law. Shareholders to whom this may apply should obtain their own tax advice
concerning tax liabilities on dividends received from the Company.

3. STAMP DUTY AND STAMP DUTY RESERVE TAX (“SDRT”)

The statements in this section are intended as a general guide to the current United Kingdom
stamp duty and SDRT position and, subject to the below, apply to all Shareholders, including those
who are not resident for tax purposes in the UK. Special rules apply to certain transactions such as
transfers of the Ordinary Shares to a company connected with the transferor and those rules are
not described below. Investors should also note that certain categories of person are not liable to
stamp duty or SDRT and others (such as persons connected with depositary arrangements or
clearance services) may be liable at a higher rate or may, although not primarily liable for tax, be
required to notify and account for SDRT under the Stamp Duty Reserve Tax Regulations 1986. The
statements also may not relate to persons such as charities, market makers, brokers or dealers.

No SDRT will be payable on the issue of Provisional Allotment Letters or split Provisional Allotment
Letters. Accordingly where Ordinary Shares represented by such documents are registered in the
name of the original subscriber, no liability to stamp duty or SDRT will arise.

The purchase of rights to New Ordinary Shares represented by Provisional Allotment Letters or split
Provisional Allotment Letters or credited in CREST (whether nil paid or fully paid) on or before the
latest time for registration or renunciation will not generally be liable to stamp duty, but the
purchaser will normally be liable to pay SDRT at the rate of 0.5% of the actual consideration paid.

Where such a purchase is effected through a stockbroker or other financial intermediary that person
will normally account for the liability of SDRT and will indicate that this has been done in any
contract note issued to a purchaser. In other cases, the purchaser of the rights to the New Ordinary
Shares represented by the Provisional Allotment Letter or split Provisional Allotment Letter is liable
to pay the SDRT and must account for it to HMRC.

No stamp duty or SDRT will be payable on the registration of Provisional Allotment Letters or split
Provisional Allotment Letters, whether by the original holders or their renouncees.

Any subsequent dealings in New Ordinary Shares will be subject to stamp duty or SDRT in the
normal way. An agreement to transfer shares in the Company will normally give rise to a charge to
SDRT at the rate of 0.5% of the amount or value of the consideration payable for the transfer.
SDRT s, in general, payable by the purchaser. Transfers of Shares in the Company will generally
be subject to stamp duty at the rate of 0.5% of the consideration given for the transfer (rounded up
to the next £5.00). The purchaser normally pays the stamp duty. If a duly stamped transfer
completing an agreement to transfer is produced within six years of the date on which the
agreement is made (or, if the agreement is conditional, the date on which the agreement becomes
unconditional) any SDRT paid is generally repayable, normally with interest, and otherwise the
SDRT charge is cancelled.

Paperless transfers of shares in the Company within the CREST system are generally liable to
SDRT, rather than stamp duty, at the rate of 0.5% of the amount or value of the consideration
payable. CREST is obliged to collect SDRT on relevant transactions settled within the CREST
system. Deposits of shares into CREST will not generally be subject to SDRT or stamp duty, unless
the transfer into CREST is itself for consideration.

Special rules would apply if Ordinary Shares in the Company were transferred: (a) to, or to a
nominee or an agent for, a person whose business is or includes the provision of clearance
services; or (b) to, or to a nominee or an agent for, a person whose business is or includes issuing
depositary receipts, (including in each case within CREST to a CREST account of such a person).
In such circumstances, stamp duty or SDRT may be payable at the higher rate of 1.5% of the
amount or value of the consideration given or, in certain circumstances, the value of the shares.
Similarly, special rules would apply to the transfer of shares within a clearance service or in respect
of agreements to transfer interests in depositary receipts.

Accordingly, specific professional advice should be sought in relation to stamp duty and
SDRT if shares are to be transferred to, within or via a clearance service or depositary
receipt system
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2.2

2.3

2.4

2.5

2.6

3.2

3.3

3.4

PART XVII

ADDITIONAL INFORMATION

RESPONSIBILITY STATEMENT

The Directors whose names appear in Part VI (Directors, Company Secretary, Registered
Office and Advisers) of this document and Chesnara accept responsibility for the information
contained in this document. To the best of the knowledge of the Directors and Chesnara, the
information contained in this document is in accordance with the facts and this document
makes no omission likely to affect its import.

INCORPORATION AND ACTIVITY OF THE COMPANY

Chesnara was incorporated and registered in England and Wales on 29 October 2003 under
the Companies Act 1985 as a public company limited by shares with registered number
04947166 and with the name PINCO 2042 plc. On 23 December 2003, it changed its name
to Chesnara plc.

The registered and head office of Chesnara is at 2nd Floor, Building 4, West Strand
Business Park, West Strand Road, Preston, Lancashire, PR1 8UY. The telephone number of
Chesnara’s registered and head office is +44 01772 972 050.

The principal legislation under which Chesnara operates is the Companies Act and the
regulations made thereunder.

The Ordinary Shares are listed on the equity shares (commercial companies) category of the
Official List and traded on the main market of the London Stock Exchange. The ISIN of the
Ordinary Shares is GBOOBOOFPT80 and the SEDOL number is BOOFPT8. The Ordinary
Shares are in registered form and are capable of being held in either certificated or
uncertificated form.

The Ordinary Shares are ordinary shares in registered form and are capable of being held
either: (i) in certificated form; or (ii) in uncertificated form, and title to such shares may be
transferred by means of a relevant system (as defined in the CREST Regulations).

Deloitte LLP, whose address is 1 City Square Leeds LS1 2AL are the auditor of Chesnara.
Deloitte LLP is a member of the Institute of Chartered Accountants in England and Wales.

SHARE CAPITAL OF THE COMPANY

Immediately prior to the publication of this document, the share capital of the Company was
£7,556,237, comprising 151,124,742 Existing Ordinary Shares of £0.05 each, all of which
were fully paid or credited as fully paid as at the Latest Practicable Date. The Company has
no Ordinary Shares held in treasury. The Existing Ordinary Shares in the share capital of the
Company have a nominal value of £0.05 each and are listed on the equity shares
(commercial companies) category of the Official List and admitted to trading on the London
Stock Exchange’s main market for listed securities.

The Company has not issued any convertible securities, exchangeable securities or
securities with warrants.

There are no acquisition rights or obligations over authorised but unissued share capital or
undertakings to increase the share capital of the Company.

The issued and fully paid share capital of the Company immediately following completion of
the Rights Issue, assuming the maximum number of New Ordinary Shares is issued and that
no Ordinary Shares are issued as a result of the exercise of any share options between the
Latest Practicable Date and the completion of the Rights Issue, is expected to be as follows:

Number of Ordinary Aggregate nominal
Nominal value of Ordinary Shares issued, allotted, value
Shares called up and fully paid (£)
£0.05 230,664,079 11,533,204
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3.5

3.6

3.7

3.8

3.9

3.10

4.1

The Company remains subject to the continuing obligations of the UK Listing Rules with
regard to the issue of securities for cash and the provisions of section 561 of the
Companies Act (which confers on Shareholders rights of pre-emption in respect of the
allotment of equity securities which are, or are to be, paid up in cash) apply to the issues of
Ordinary Shares by the Company which are not the subject of the disapplication approved
by the Shareholders in a general meeting of the Company.

It was resolved by Shareholders at the Company’s 2025 Annual General Meeting that,
amongst other things:

3.6.1 the Directors are authorised to allot shares and/or grant rights to subscribe for or to
convert any security into shares up to an aggregate nominal value of £2,516,517,
representing approximately one-third of the issued share capital of the Company;

3.6.2 up to a further amount of £2,516,517, representing approximately a further third of the
issued share capital of the Company, provided they are offered by way of a pre-
emptive offer to Shareholders;

3.6.3 the pre-emption rights under section 561 of the Companies Act are disapplied to
permit the Directors to, amongst other things, allot shares that are equity securities:

(i) in connection with a rights issue or other pre-emptive offer up to a maximum
nominal amount of £5,033,034;

(i) up to a maximum nominal value of £754,955 representing approximately 10%
of the issued share capital of the Company as at 26 March 2025 for cash;

(iii) up to an aggregate nominal value of £754,955 for cash in connection with
financing an acquisition or other capital investment; and

(iv) such authorities will expire at the earlier of the Company’s annual general
meeting in 2026 and 30 June 2026.

Subject to the Admission of the New Ordinary Shares pursuant to the Rights Issue,
79,539,337 New Ordinary Shares will be issued at a price of 176 pence per New Ordinary
Share. This will result in the issued ordinary share capital of the Company increasing by
approximately 52.6%. Qualifying Shareholders who take up their pro rata entitlement in full
will suffer no dilution to their interests in the Company as a result of the Rights Issue.
Shareholders who do not or are not permitted to take up any of their rights to acquire the
New Ordinary Shares will be diluted by 34.5% as a result of the Rights Issue (assuming that
no Ordinary Shares are issued as a result of the exercise of any options between the Latest
Practicable Date and completion of the Rights Issue).

The New Ordinary Shares which are the subject of the Rights Issue will be provisionally
allotted (nil paid) to all Shareholders on the register on the Record Date by a resolution of
the Board and created in accordance with the laws of England and Wales.

The New Ordinary Shares will have the same rights in all respects as the Existing Ordinary
Shares (including the right to receive all dividends or other distributions declared after the
date of their issue).

The New Ordinary Shares will trade under ISIN GBOOBOOFPT80 and the SEDOL number is
BOOFPTS8. The ISIN for the Nil Paid Rights will be GBOOBROW1Q72 and the SEDOL will be
BROW1Q7. The ISIN for the Fully Paid Rights will be GBOOBROW1R89 and the SEDOL will
be BROW1RS.

MANDATORY BIDS AND COMPULSORY ACQUISITION RULES RELATING TO
ORDINARY SHARES

Other than as provided by the City Code on Takeovers and Mergers (the “Takeover Code”)
and Chapter 28 of the Companies Act, there are no rules or provisions relating to mandatory
bids and/or squeeze-out and sell-out rules that apply to the Ordinary Shares. No takeover
offer (within the meaning of Part 28 of the Companies Act) was or has been made for any
Ordinary Shares during the year ended 31 December 2023 or during its current fiscal year
ending 31 December 2024 to the Latest Practicable Date.
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4.2

4.3

4.4

4.5

Mandatory takeover bids

The Takeover Code applies to the Company. Under Rule 9 of the Takeover Code, any
person who acquires an interest in shares which, taken together with shares in which that
person or any person acting in concert with that person is interested, carry 30% or more of
the voting rights in the Company, the acquirer depending on the circumstances, persons
acting in concert with it would be required (except with the consent of the UK Panel on
Takeovers and Mergers) to make a cash offer for the outstanding shares at a price not less
than the highest price paid for any interest in shares by the acquirer or his or her concert
parties during the previous 12 months. A similar obligation to make such a mandatory offer
would also arise on the acquisition of an interest in shares by a person holding (together
with any persons acting in concert) an interest in shares carrying between 30% and 50% of
the voting rights in the Company if the effect of such acquisition were to increase that
person’s percentage of the voting rights.

An offer under Rule 9 must be made in cash at the highest price paid by the person
required to make the offer, or any person acting in concert with such person, for any interest
in shares of the company during the 12 months prior to the announcement of the offer.
There is not in existence any current mandatory takeover bid in relation to the Company.

Squeeze-out

Under the Companies Act 2006, if a “takeover offer’ (as defined in section 974 of the
Companies Act) is made for the Company’s shares and the offeror were to acquire, or
unconditionally contract to acquire, not less than 90% in value of the shares to which the
offer relates and not less than 90% of the voting rights carried by those shares to which the
offer relates, it could, within three months of the last day on which its takeover offer can be
accepted, compulsorily acquire the remaining 10% The offeror would do so by sending a
notice to outstanding members telling them that it will compulsorily acquire their shares and
then, six weeks later, it would execute a transfer of the outstanding shares in its favour and
pay the consideration for the outstanding shares to the Company, which would hold the
consideration on trust for outstanding members. The consideration offered to the members
whose shares are compulsorily acquired under this procedure must, in general, be the same
as the consideration that was available under the original offer unless a member can show
that the offer value is unfair.

Sell-out

The Companies Act also gives minority members a right to be bought out in certain
circumstances by an offeror who has made a takeover offer. If a takeover offer related to all
of the Ordinary Shares and, at any time before the end of the period within which the offer
could be accepted, the offeror held or had agreed to acquire not less than 90% in value of
the Ordinary Shares and not less than 90% of the voting rights carried by the Ordinary
Shares, any holder of Ordinary Shares to which the offer related who had not accepted the
offer could by a written communication to the offeror require it to acquire those Ordinary
Shares. The offeror is required to give any member notice of their right to be bought out
within one month of that right arising. The offeror may impose a time limit on the rights of
minority members to be bought out, but that period cannot end less than three months after
the end of the acceptance period or, if later, three months from the date on which notice is
served on members notifying them of their sell-out rights. If a member exercises their rights,
the offeror is entitled and bound to acquire those Ordinary Shares on the terms of the offer
or on such other terms as may be agreed.

Takeover bids

No public takeover bid has been made in relation to the Company during the last financial
year or the current financial year.

ARTICLES OF ASSOCIATION

The following is a summary of Chesnara’s Articles which were adopted by special resolution
passed on 16 May 2023 and contain (amongst others) the provisions as set out below. The
Articles are available on Chesnara’'s website at www.chesnara.co.uk/investors and are
summarised below.
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5.1

5.2

5.3

Objects

Chesnara’s Articles do not specifically restrict the objects of the Company. Therefore, in
accordance with section 31(1) of the Companies Act, the Company’s objects are
unrestricted.

Limited liability
The liability of the members is limited to the amount, if any, unpaid on the shares in the
Company respectively held by them.

Rights attaching to ordinary shares

(A)

Voting rights of members

Subject to disenfranchisement in the event of: (i) non-payment of any call or other
sum payable in respect of any share; or (ii) any non-compliance with any statutory
notice requiring disclosure of the beneficial ownership of any shares; or (iii) the board
accepting a member’s surrender of shares, and subject to any special rights or
restrictions as to voting for the time being attached to any shares, on a show of
hands, every member has one vote and every proxy present has one vote. However,
if the proxy has been duly appointed by more than one member and has been
instructed by one or more of those members to vote for the resolution and has been
instructed by one or more other of those members to vote against it, in which case a
proxy has one vote for and one vote against the resolution.

On a poll, every member present in person or by proxy has one vote for every share
of which he is a holder. In the case of joint holders, the vote of the person whose
name stands first in the register of members and who tenders a vote is accepted to
the exclusion of any votes tendered by any other joint holders.

A member in respect of whom an order has been made by any court having
jurisdiction (whether in the United Kingdom or elsewhere) relating to a mental disorder
or incapacity may vote (whether on a show of hands or on a poll) by their guardian or
any other person duly authorised to do so on that member’s behalf by proxy. The
authority of this person must be submitted to the Registered Office or specified place
at least forty-eight (48) hours before the meeting. If not, the right to vote cannot be
exercised.

Dividends

(i) Declaration of dividends — Subject to applicable statutory provision and the
Articles, the Company may, by ordinary resolution, declare a dividend to be
paid to members according to their respective rights, but no dividend shall
exceed the amount recommended by the Board.

(i) Fixed and interim dividends — subject to applicable statutory provisions, the
Board may pay such interim dividends (including any dividend payable at a
fixed rate) as appears to the Board to be justified by the profits of the
Company available for distribution. If at any time the share capital is divided
into different classes, the Board may pay such interim dividends on shares
which rank after shares conferring preferential rights with regard to dividend as
well as on shares conferring preferential rights, unless at the time of payment
any preferential dividend is in arrears. If the Board acts in good faith, no
Director shall incur any liability to the holders of shares conferring preferential
rights for any loss that they may suffer by the lawful payment of an interim
dividend on any shares ranking after those with preferential rights.

(iii) Entitlement to dividends — except as otherwise provided by the Articles or the
rights attached to the shares: (i) a dividend shall be declared and paid
according to the amounts paid up (otherwise than in advance of calls) on the
nominal value of the shares on which the dividend is paid; and (ii) dividends
shall be apportioned and paid proportionately to the amounts paid up on the
nominal value of the shares during any portion or portions of the period in
respect of which the dividend is paid, but if any share is issued on terms that
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(vii)

(viii)

it shall rank for dividend as from a particular date, it shall rank for dividend
accordingly.

Dividends not to bear interest — no dividend or other money payable by the
Company in respect of a share shall bear interest against the Company unless
otherwise provided by the rights attached to the share.

Calls or debts may be deducted from dividends — the Board may deduct from
any dividend or other amounts payable to any member in respect of a share
all such sums presently due from them to the Company on account of calls or
otherwise in relation to any shares.

Dividends in kind — a general meeting may declare a dividend on the
recommendation of the Board. This dividend payment can be satisfied, wholly
or in part by the distribution of assets (including paid up shares or securities
of any other body corporate). In particular, the Board may: (i) issue fractional
certificates or ignore fractions; (ii) fix the value of distribution of any assets,
and may determine that cash shall be paid to any member on the footing of
the value so fixed in order to adjust the rights of members; and (iii) vest any
assets in trustees on trust for the persons entitled to the dividend.

Scrip dividends - the Board may, with the authority of an ordinary resolution of
the Company, offer any holders of Ordinary Shares the right to elect to receive
further fully paid Ordinary Shares by way of scrip dividend instead of cash in
respect of all (or some part, to be determined by the Board) of any dividend
specified by the ordinary resolution.

Unclaimed dividends — all unclaimed dividends or other monies can be used
by the board for the benefit of the Company until claimed. The Company
depositing unclaimed dividends into a separate accounts does not make the
Company a trustee of those funds. Any dividend unclaimed for a period of
12 years from the date the dividend became due for payment shall be forfeited
and shall revert to the Company.

Return of capital

(ix)

On a winding up of the Company and subject to applicable statutory
provisions, the Company’s assets available for distribution shall be divided
among the members in proportion to the nominal amounts of capital paid up
or credited as paid up on the shares held by them, subject to the terms of
issue of or rights attached to any shares.

On a winding up of the Company (whether voluntary, under supervision or by
the Court) the liquidator may, on obtaining any sanction required by law, divide
among the members in kind the whole or any part of the assets of the
Company, whether or not the assets consist of property of one kind or of
different kinds. For this purpose the liquidator may set the value he deems fair
on a class or classes of property, and may determine on the basis of such
valuation and in accordance with the then existing rights of members how the
division is to be carried out between members or classes of members. The
liquidator may not, however, distribute to a member without their consent an
asset to which there is attached a liability or potential liability for the owner.

Capitalisation of profits and reserves
The Board may, with the authority of an ordinary resolution of the Company:

(xi)

(xi)

resolve to capitalise any undivided profits of the Company not required for
paying any preferential dividend or any sum standing to the credit of any
reserve or fund of the Company (including any share premium account, capital
redemption reserve and profit and loss account), in each case, whether or not
it is available for distribution; and

appropriate that sum to be capitalised to the holders of Ordinary Shares in
proportion to the nominal amounts of the shares (whether or not fully paid)
held by them respectively which would entitle them to participate in a
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distribution of that sum if the shares were fully paid and the sum were then
distributable and were distributed by way of dividend and apply such sum on
their behalf either in or towards paying up the amounts, if any, unpaid on any
shares held by them respectively, or in paying up in full New Ordinary Shares
or debentures of the Company of a nominal amount equal to that sum, and
allot the shares or debentures credited as fully paid to those holders of
Ordinary Shares or as the Board may direct, in those proportions, or partly in
one way and partly in the other, but so that the share premium account, the
capital redemption reserve and any profits or reserves which are not available
for distribution may, for the purposes of this Article, only be applied in paying
up New Ordinary Shares to be allotted to members credited as fully paid.

(xiii) Resolve that any shares allotted to members holding partly paid shares, so
along as such shares remain partly paid, will rank for dividends to the extent
as the partly paid shares;

(xiv) Make such provision by the issue of fractional certificates ( or by ignoring
fractions or by accruing the benefit of fractions to the Company rather than to
the holders concerned) or by payment in cash or otherwise as the Board may
determine in the case of shares or debentures becoming distributable in
fractions, and

(xv)  Authorise a person to enter into an agreement with the Company on behalf of
all concerned members, providing for: (i) allotment of fully paid shares or
debentures to members based on their entittement from capitalisation; or
(i) the payment by the Company on behalf of such members of unpaid
amounts on existing shares using members’ proportions of reserves or profits
(the agreement will be binding on all members as will all acts and things
required to give effect to such resolution).

5.4 Transfer of shares

(A)

Subject to Articles, Company shares in certificated form may be transferred by an
instrument of transfer in writing in any usual form, or in another form approved by the
Board, which must be executed by or on behalf of the transferor and (in the case of
a transfer of a share which is not fully paid) by or on behalf of the transferee.
Uncertificated shares may be transferred without a written instrument in accordance
with the Uncertified Securities Regulations. The transferor shall remain the holder of
the share transferred until the name of the transferee is entered in the register of
members in respect of it.

Subject to the applicable statutory provisions, the Board may refuse to register the
transfer of a certificated share or the renunciation of a renounceable letter of
allotment unless it is: (i) in respect of a share which is fully paid; (ii) in respect of
only one class of shares; (iii) in favour of a single transferee or renouncee or not
more than four joint transferees or renounces; (iv) duly stamped (if required); and
(v) delivered for registration to the Registered Office or such other place as the Board
may decide, accompanied by the certificate for the shares to which it relates (unless
a certificate has not been issued) and any other evidence as the Board may
reasonably require to prove the title to such share of the transferor or person
renouncing and the due execution by them of the transfer or renunciation or, if the
transfer or renunciation is executed by some other person on their behalf, the
authority of such person to do so.

If the Board refuses to register a transfer or renunciation, it shall, within two months
after the date on which the transfer or renunciation was delivered to the Company
and subject to statutory provisions, send notice of the refusal to the transferee or
renouncee and (except in the case of fraud) return to them the instrument of transfer
or renunciation.

The Board shall register a transfer of title to any uncertificated share or the
renunciation or transfer of any renounceable right of allotment of a share which is a
participating security held in uncertificated form in accordance with the Uncertified
Securities Regulations, except that the Board may refuse to register any such transfer

122



5.5

5.6

5.7

(F)

or renunciation which is in favour of more than four persons jointly or in any other
circumstance permitted by the Uncertified Securities Regulations. Subject to statutory
provisions, if the Board refuses to register any such transfer or renunciation the
Company shall, within two months after the date on which the instruction relating to
such transfer or renunciation was received by the Company, send notice of the refusal
to the transferee or renouncee.

The Board may, at its discretion, recognise and give effect to a renunciation of the
allotment of any share by the allottee in favour of some other person.

No fee shall be charged for the registration of a transfer of a share or the
renunciation of a renounceable letter of allotment or other document relating to or
affecting the title to any share.

Alteration of share capital

(A)
(B)

The Company may alter its share capital in any way permitted by statute.

Any resolution authorising the Company to sub-divide any of its shares may determine
that, as between the shares resulting from the sub-division, any of them may have a
preference, advantage, or referred or any other right or be subject to any restriction
compared with the others.

Variation of class rights

(A)

If the share capital of the Company is divided into shares of different classes, any of
the rights attached to any class of shares (that the Company may be or be about to
be in liquidation) may (unless the rights attached to the shares of the class otherwise
provide) be varied or abrogated in any manner, either with the consent in writing of
the holders of not less than three-quarters in nominal value of the issued shares of
the class or with the sanction of a special resolution passed at a separate meeting of
the holders of shares of the class.

Subject to the terms of issue of or rights attached to any shares, the rights or
privileges attached to any class of shares shall be deemed not to be varied or
abrogated by:

(i) the creation or issue of any New Ordinary Shares ranking pari passu in all
respects (save as to the date from which such New Ordinary Shares shall
rank for dividend) with or subsequent to those already issued;

(i) the reduction of the capital paid up on such shares or by the purchase or
redemption by the Company of any of its own shares in accordance with
applicable statutory provisions; or

(iii) the Board resolving that a class of shares is to become or is to cease to be,
or the operator permitting such class of shares to become or to cease to be,
a participating security.

Disclosure of interests in shares

Where notice is given by the Company under section 793 of the Companies Act (a “section
793 notice”) to a member, or another person appearing to be interested in shares held by
such member, and the member or other person has failed in relation to any shares to give
the Company the information required within fourteen days after the date of service of the
section 793 notice, unless the Board otherwise decides:

(A)

(B)

the member is not entitled to be present or to vote at a general meeting or on a poll,
or to exercise any other rights conferred by membership in relation to the meeting or
poll in respect of the relevant shares; and

where the relevant shares represent at least 0.25% in nominal value of their class of
shares: (i) a dividend (or any part of a dividend) or other distribution or amount
payable may be withheld by the Company; (ii) the member shall not be entitled to
elect to receive shares instead of a dividend; and (iii) the Board may, in certain
circumstances and in its absolute discretion, refuse to register the transfer of any
shares.
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5.9
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(©) The transfer is an exempt transfer; and

(D) The member is not themselves in default in supplying the information required and
proves to the satisfaction of the Board that no person in default of supplying the
information required is interested in any of the shares which are the subject of the
transfer.

The restrictions shall cease to apply seven (7) days after the earlier of: (i) receipt by the
Company of notice of an excepted transfer (but only in relation to the shares transferred); or
(i) receipt by the Company, in a form satisfactory to the Board, of all the information
required by the section 793 notice.

Uncertificated shares

Shares of a class shall not be treated as forming a separate class from other shares of the
same class as a consequence of such shares being held in certificated or uncertificated
form.

The Articles apply to uncertificated shares only to the extent that they are not inconsistent
with the holding of such shares in uncertificated form, with the transfer of title to such shares
by means of the Uncertificated System or with the Uncertified Securities Regulations. The
Board may lay down regulations not included in the Articles which (in addition to or in
substitution for any provisions of the Articles): (i) apply to the issue, holding or transfer of
uncertificated shares; (ii) set out (where appropriate) the procedures for conversion and/or
redemption of uncertificated shares; and/or (iii) the Board considers necessary or appropriate
to ensure that the Articles are consistent with the Uncertified Securities Regulations.

Forfeiture

The Board may serve notice on the members in respect of any amounts unpaid on their
shares after it has become due and payable. The member shall be given not less than
fourteen (14) days’ notice to pay the unpaid amount, together with any interest and all
expenses incurred by the Company by reason of the non-payment. In the event of non-
compliance, a share in respect of which the notice is given may be forfeited by resolution of
the Board. Such forfeiture shall include all dividends and other amounts payable in respect
of the forfeited shares which have not yet been paid. The Board may accept the surrender of
a share which is liable to be forfeited in accordance with the Articles.

When any share has been forfeited, notice of the forfeiture shall be served upon the person
who was the holder of the share. An entry that such notice has been given and of the fact
and date of forfeiture shall be made in the register of members. Failure to give notice to the
relevant holder of the share will not invalidate the forfeiture. Forfeited shares shall become
the property of the Company. The holder of a share (or the person entitled to it by
transmission) which is forfeited shall, on forfeiture, cease to be a member in respect of the
share; surrender to the Company for cancellation the certificate for the share (if a certificated
share); remain liable to pay to the Company all monies payable in respect of the share at
the time of forfeiture, with interest from such time of forfeiture until the time of payment; and
remain liable to satisfy all (if any) claims and demands which the Company might have
enforced in respect of the share at the time of forfeiture.

A statutory declaration by a Director or the Secretary that a share has been forfeited on a
specified date shall be conclusive evidence of the facts stated in it against all persons
claiming to be entitled to the share. The declaration shall (subject to the execution of any
necessary instrument of transfer) constitute good title to the share.

Lien on Shares

The Company has a first and paramount lien on each issued share (not being a fully paid
share) for all amounts payable to the Company (whether presently payable or not) in respect
of such share. The lien applies to all dividends on any such share and to all amounts
payable by the Company in respect of such share. The Board may resolve that any share be
exempt wholly or in part from the relevant provisions in the Articles.

The Company may enforce a lien by selling the shares if an amount in respect of which the
lien exists is currently payable and is not paid within fourteen (14) days following the giving
of a notice to the holder in accordance with the Articles. The title of the transferee to the
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shares will not be affected by any irregularity in or invalidity of the proceedings connected
with the sale or transfer. Any exercise shall be effective as if it had been executed by the
holder of the shares to which it relates.

Directors

(A)

(B)

Number of Directors

The number of Directors shall not, unless otherwise determined by an ordinary
resolution of the Company, be less than two nor more than ten.

Appointment

The Company, by ordinary resolution, or the Board may appoint Directors either to fill
a vacancy or as an addition to the existing Board, subject to the total number of
Directors not exceeding the maximum number fixed by the Articles. Any Director so
appointed by the Board shall hold office only until the next following annual general
meeting, and shall then be eligible for reappointment. Such person shall not be taken
into account in determining the number or identity of Directors who are to retire by
rotation at such meeting.

Executive Directors

Subject to statutory provisions, the Board may appoint any Director to hold any
employment or executive office with the Company for such period and on such terms
as the Board may decide. The Board may revoke, terminate or vary the terms of any
such appointment, without prejudice to any claim for damages which the Director may
have for breach of contract against the Company.

Rotational Retirement at Annual General Meeting

At each annual general meeting, all Directors at the date of the notice convening the
annual general meeting shall retire from office but shall be eligible for reappointment.
If any resolution(s) for the appointment or reappointment of the persons eligible for
appointment or reappointment as Directors are put to the annual general meeting and
lost and at the end of that meeting the number of Directors is refer than the minimum
number fixed by the Articles, all Directors who stood for reappointment at that
meeting (the “Retiring Directors”) shall be deemed to have been reappointed as
Directors and shall remain in office but may act for no other purposes than filling
vacancies and convening general meetings of the Company and performing such
duties as are appropriate to maintain the Company as a going concern and to comply
with the Company’s legal and regulatory obligations.

The Retiring Directors shall then convene a general meeting as soon as reasonably
practicable following the annual general meeting at which they became Retiring
Directors and they shall retire from office at that meeting, provided the number of
Directors remaining in office is not fewer than the minimum number of Directors fixed
by the Articles.

Removal by ordinary resolution

The Company may in accordance with the applicable statutory provisions, by ordinary
resolution remove any Director before the expiration of their term of office and by
ordinary resolution appoint another person as Director in their place. Any person so
appointed shall be treated, for the purposes of determining the time at which he or
any other Director is to retire, as if he had become a Director on the day on which
the person in whose place he is appointed was last appointed or re-appointed a
Director.

Alternate Directors

A Director may appoint any other Director or any person approved for that purpose by
a Board resolution, to be their alternate by notice delivered to the company secretary,
or in any other manner approved by the Board. An alternate director shall be an
officer of the Company and be entitled to exercise all the powers, rights, duties and
authorities of their appointer (other than the power to appoint an alternate Director)
but shall not be deemed the agent of the Director appointing them. An alternate
Director shall cease to be an alternate Director if their appointer revokes their
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appointment by notice delivered to the company secretary or their appointer ceases
to be a Director.

Remuneration

The Company shall pay to the Directors (but not alternate Directors) for their services
as Directors such aggregate amount of fees as the Board decides (not exceeding
£650,000 per annum or such larger amount as the Company may by ordinary
resolution decide). The aggregate fees shall be divided among the Directors as Board
decides, or if no decision is made, equally. A Director may also be paid all travelling,
hotel and other expenses properly incurred by them in connection with their
attendance at meetings to which these Articles apply or otherwise in connection with
the discharge of their duties as a Director.

The salary or remuneration of a Director appointed to hold employment or executive
office in accordance with the Articles may be a fixed sum of money, or wholly or in
part governed by business done or profits made, or as otherwise decided by the
Board and may be in addition to or instead of a fee payable to them for their services
as Director.

The Board may exercise all the powers of the Company to provide pensions or other
retirement or superannuation benefits and to provide death or disability benefits or
other allowances or gratuities (by insurance or otherwise) for a person who is or has
at any time been a Director, an officer or a director or an employee of the Company
or its subsidiary. For this purpose the Board may establish, maintain, subscribe and
contribute to any scheme, trust or fund and pay premiums. A Director or former
Director is entitled to receive and retain for their own benefit any pension or other
benefit provided in accordance with this Article and is not obliged to account for it to
the Company.

DIRECTORS AND PERSONS DISCHARGING MANAGERIAL RESPONSIBILITIES

Board of Directors

The Directors and their principal functions within the Company, together with a brief
description of their management experience and expertise and principal business activities

outside the Company, are set out below. The business address of each of the Directors (in
such capacity) is 2nd Floor, Building 4, West Strand, Preston, PR1 8UY.

Name Position

Luke Savage Chair

Steven Grant Murray Group Chief Executive Officer

Tom Howard Group Chief Financial Officer

Carol Jungmin Hagh Senior Independent Director

Gail Louise Tucker Independent Non-Executive Director
Eamonn Michael Flanagan Independent Non-Executive Director
Samantha Tymms Independent Non-Executive Director

Directorships and partnerships outside of the Group

The details of those companies and partnerships outside of the Group of which the Directors
are currently directors or partners, or have been directors or partners at any time during the
five (5) years prior to the publication of this document, are as follows:

Previous directorships and

Current directorships and partnerships in the last
Name partnerships 5 years
Luke Savage Liontrust Asset DWF Group plc
Management Plc Liverpool Victoria Financial
Bancroft’'s School Services Limited
Numis Securities Limited Queen Mary University of
Numis Corporation Limited London Foundation

Lutine Yachts Limited
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6.4

Name

Current directorships and
partnerships

Previous directorships and
partnerships in the last
5 years

Steven Murray

Tom Howard

Carol Hagh

Gail Tucker

Eamonn Flanagan

Samantha Tymms

Conflicts of Interest

Cattanach — a private charity
(Chair)

CASFS Lid

Countrywide Assured Life
Holdings Limited

Countrywide Assured Services
Limited

N/A

Countrywide Assured plc
Old Game New Rules Ltd

Countrywide Assured plc
Breast Cancer Now (Trustee)

AJ Bell plc

N/A

Royal London Asset
Management Limited

Royal London Asset
Management Holdings Limited
PM Central Services Limited
Countrywide Assured plc

Aviva Investors Holdings
Limited

Aviva Investors Global Services
Limited

Blossom Financial Services
Limited

CASLP Ltd

Churchill Insurance Company
Limited

U K Insurance Limited

Direct Line Insurance Group

plc

PricewaterhouseCoopers
University of Warwick Council

Countrywide Assured plc
R&Q Insurance Holdings Ltd

N/A

Save for their capacities as persons legally and beneficially interested in Ordinary Shares,

there are:

6.3.1 no actual or potential conflicts of interest between the duties owed by the Directors
and their private interests and/or other duties that they may also have; and

6.3.2 no arrangements or understandings with major Shareholders, customers, suppliers or

others, pursuant to which any Director was selected as a member of the
administrative, management or supervisory bodies or member of senior management.

Each of the Directors has a statutory duty under the Companies Acts to avoid conflicts of
interests with the Company and to disclose the nature and extent of any such interest to the
Board. Under the Articles of Association and, as permitted by the Companies Act, the Board
may authorise any matter which would otherwise involve a Director breaching this duty to
avoid conflicts of interest and may attach to any such authorisation such conditions and/ or
restrictions as the Board deems appropriate (including in respect of the receipt of information
or restrictions on participation at certain Board meetings), in accordance with the Articles of
Association.

Directors’ confirmations
6.4.1 Save as set out in paragraph 6.4.2 below, as at the date of this document, none of
the Directors has at any time within the past five years:

(a) had any convictions in relation to fraudulent offences (whether spent or
unspent); or

(b) been adjudged bankrupt or has entered
arrangements; or

into any individual voluntary
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(c) been a director of any company at the time of or within a 12 month period
preceding any receivership compulsory liquidation, creditors’ voluntary
liquidation, administration, company voluntary arrangement or any composition
or arrangement with such company’s creditors generally or with any class of
creditors of such company; or

(d) been partner of any partnership at the time of or within a 12 month period
preceding any compulsory liquidation, administration or partnership voluntary
arrangement of such partnership; or

(e) had their assets be the subject of any receivership; or

)] been partner of any partnership at the time of or within a 12 month period
preceding any assets thereof being the subject of a receivership; or

(9) been subject to any official public incrimination and/or sanctions by any
statutory or regulatory authority (including any designated professional body);
or

(h) ever been disqualified by a court from acting as a director or other officer of
any company or from acting in the management or conduct of the affairs of
any company.

6.4.2 Eamonn Flanagan was a non-executive director on the board of R&Q Insurance
Holdings Ltd, a company incorporated in Bermuda which filed for liquidation in the
Supreme Court of Bermuda on 21 June 2024. The Supreme Court appointed joint
provisional liquidators and shortly following their appointment, Eamonn Flanagan
resigned as a director of R&Q Insurance Holdings Ltd, alongside the other non-
executive directors.

Directors’ Interests

The interests of the Directors and their persons closely associated (for the purposes of UK
MAR), in the share capital of the Company (all of which, unless otherwise indicated, are
beneficial) on the Latest Practicable Date and as they are expected to be immediately
following the Rights Issue including as a percentage of the enlarged share capital (assuming
100% take up by the Directors of their entitlements under the Rights Issue and that no
Ordinary Shares are issued as a result of the exercise of any options between the Latest
Practicable Date and the completion of the Rights Issue), are as follows:

Ordinary shares Ordinary Shares
beneficially held at beneficially held
Latest Practicable immediately following

Date the Rights Issue
Name No. % No. %
Luke Savage 30,000 0.020 45,789 0.02
Steven Murray 250,839 0.166 382,859 0.17
Tom Howard 26,425 0.017 40.332 0.02
Carol Hagh 30,000 0.020 45,789 0.02
Eamonn Flanagan 30,000 0.020 45,789 0.02
Gail Tucker N/A N/A N/A N/A
Samantha Tymms N/A N/A N/A N/A

6.5.1 The Directors who are Shareholders have the same voting rights as all other
Shareholders.
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6.5.2 Details of the Directors’ non-beneficial interests in the Ordinary Shares subject to

options and awards under the Share-Based

Practicable Date are set out below:

Incentive Plans as at the Latest

No. of
Ordinary
Shares
Type of subject to Exercise Performance Holding
Name award Award Price  Grant date Vest date Period Period
Steven 2023 LTIP 242,754 Nil 28 March 28 March 3 Years 2 Years
Murray 2025 2028
2023 LTIP 249,525 Nil 2 April 2024 2 April 2027 3 Years 2 Years
2023 LTIP 210,386 Nil 6 July 2023 6 July 2026 3 Years 2 Years
2014 LTIP 56,467 Nil 28 April 2022 28 April 2025 3 Years 2 Years
2023 STIS 63,558  Nil 28 March 28 March N/A N/A
2025 2028
2023 STIS 39,953  Nil 31 May 2023 31 May 2026 N/A N/A
2023 STIS 58,484  Nil 2 April 2024 2 April 2027 N/A N/A
2014 STI 29,525  Nil 28 April 2022 28 April 2025 N/A N/A
Sharesave 8,167 220.40 28 October 1 December N/A N/A
2022 2025
Tom 2023 LTIP 135,135 Nil 16 April 2024 16 April 2027 3 years 2 Years
Howard 2023 LTIP 129,348 Nil 28 March 28 March 3 Years 2 Years
2025 2028
2023 STIS 30,227  Nil 28 March 28 March N/A N/A
2025 2028
2024 75,397  Nil 15 May 2024 15 May 2027 3 years N/A
Buy-out
2024 188,492 Nil 15 May 2024 15 May 2025 1 year N/A
Buy-out
Sharesave 9,084 204.20 25 October 1 December N/A N/A
2024 2027
2025 99,206  Nil 15 May 2024 15 May 2026 2 years N/A
Buy-out

The interests shown in the table above are the maximum number of Ordinary Shares
that may be received under each of the awards. The actual number of Ordinary
Shares that may be released or become exercisable is dependent, in some cases, on
performance conditions and so may be less than the maximum shown.

6.5.3 The non-executive Directors and the Chair do not have any non-beneficial interests in
the Ordinary Shares subject to options and awards under the Share-Based Incentive

Plans.

6.5.4 Save as set out in this Part XVII (Additional Information), it is not expected that any
Director will have any interest in the share or loan capital of the Company following
the Rights Issue and there is no person to whom any capital of any member of the

Group is under option or agreed unconditionally to be put under option.

6.5.5 Save as disclosed in this paragraph 6, no Director has any interests (beneficial or

non-beneficial) in the share capital of the Company or any of its subsidiaries.

Directors’ Remuneration

For more information on the Directors’ remuneration (including any contingent or deferred
compensation), and benefits in kind granted to Directors of the Company for services in all
capacities to the Group, see the section titled ‘Directors’ Remuneration Report’ in
Chesnara plc’s 2024 Annual Report and Accounts, incorporated into this document as
described in Part XVIII (Documents Incorporated by Reference) of this document.

CORPORATE GOVERNANCE

For a description of the Group’s corporate governance arrangements, including the structure
of the Board, see the section titled ‘Corporate Governance Report’ in Chesnara plc’s 2024
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Annual Report and Accounts, incorporated into this document as described in Part XVIII
(Documents Incorporated by Reference) of this document.

MAJOR SHAREHOLDERS AND OTHER INTERESTS

As at the Latest Practicable Date, the Company had been notified under Rule 5 of the
Disclosure Guidance and Transparency Rules of the following direct and indirect substantial
interests in the issued Ordinary Shares of the Company:

Percentage of

the issued

share capital

Total number as at Latest

of ordinary Practicable

Name of shareholder shares held Date
Aberdeen plc 26,410,406 17.48*
Columbia Threadneedle Investments 17,839,143 11.81
Hargreaves Lansdown Asset Mgt 13,748,381 9.10
M&G Investments 8,700,317 5.76
Royal London Asset Mgt 5,631,863 3.73
Janus Henderson Investors 5,227,132 3.46
Dimensional Fund Advisors 4,557,161 3.02
Halifax Share Dealing 4,532,487 3.00

*  Of the total Aberdeen plc shareholding of 17.48% (as at 30 May 2025), 8.36% is held by Interactive Investor.

As at the Latest Practicable Date, save as disclosed in this paragraph 8, the Company is not
aware of any interest (within the meaning of the Disclosure and Transparency Rules) which
represents 3% or more of the voting rights in the Company. The Company is not aware of
any person or persons who, directly or indirectly, acting jointly with others or acting alone,
exercised or could exercise control over the Company. The Company is not aware of any
arrangements the operation of which may, at a subsequent date, result in a change in control
of the Company.

MATERIAL CONTRACTS
Chesnara

The following contracts (not being contracts entered into in the ordinary course of business)
have been entered into by members of the Group: (a) in the two years immediately
preceding the date of this document and are, or may be, material to the Group; or
(b) containing provisions under which Chesnara plc or any member of the Group has any
obligation or entitlement which is material to the Group as at the date of this document.

9.1.1 Share Purchase Agreement

On 3 July 2025, the Company, as the buyer and HSBC Bank plc, as the seller
entered into a share purchase agreement, to acquire the entire issued and to be
issued share capital of HSBC Life (UK) (the “Share Purchase Agreement”’).

Completion of the Share Purchase Agreement is subject to certain conditions being
satisfied (or waived by the agreement of each of the Company and the Seller under
the terms of the Share Purchase Agreement):

° the PRA having approved, or being treated as having approved, the acquisition
of control of HSBC Life (UK) by the Company for the purposes of the FSMA;
and

° Admission having become effective (the “Admission Condition”).

The Company has agreed to use its best endeavours to take certain actions in
connection with the satisfaction of the condition relating to the approval by the PRA .
If each of the conditions has not been satisfied (or waived by mutual written consent
between the Company and the Seller) by the date which is nine months following the
date of the Share Purchase Agreement and the Company and the Seller have not
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otherwise agreed in writing within five Business Days thereof then the Share
Purchase Agreement will terminate and the Acquisition will not proceed.

The total consideration for the Acquisition comprises: an amount equal to:
a) £260 million (the “Basic Amount”); minus

b) an amount equal to all dividend payments made by HSBC Life (UK) to the
Seller in circumstances where the record date for such dividend falls between
31 December 2024 up the date of Completion; (the “Dividend Amount”); plus

c) an amount equal to:

a. 1% per annum calculated on a 365-day year, applied daily, from and
including 1 January 2025 to and including the earlier of the date of
Completion or 31 December 2025; and

b. 5% annum calculated on a 365-day year, applied daily, from and
including 1 January 2026 to and including the date of Completion,

(the “Daily Amount”),

multiplied by the Basic Amount multiplied by the number of days
elapsed from and including 1 January 2025 to and including the date of
Completion; minus

c. the Daily Amount multiplied by the amount of each dividend forming
part of the Dividend Amount multiplied by the number of days, in each
case, elapsed from but excluding the relevant date on which a dividend
forming part of the Dividend Amount is paid to the Seller to and
including the date of Completion; plus

d) an amount equal to the aggregate of any capital equity contribution, or other
capital amounts to be contributed by the Seller and/or any member of the
Seller's group to HSBC Life (UK) in the form of cash between the date of the
Share Purchase Agreement (included) and the date of Completion
(included) (“Capital Contributions”); plus

e) an amount for each Capital Contribution equal to the Daily Amount multiplied
by the amount of the relevant Capital Contribution multiplied by the number of
days elapsed from but excluding the date of payment of the relevant Capital
Contribution up to and including the date of Completion,

together the (“Consideration Amount”).

The Consideration Amount may be adjusted via a “locked box” mechanism. This
means that if certain types of payments which are outside the ordinary course of
business have been, or are, made to the Seller's group from HSBC Life (UK) from
31 December 2024 up to and including the date of Completion, then this will result in
a reduction in the cash component of the Consideration Amount at Completion.
Where these payments have not been determined or agreed at Completion then
further price adjustments may occur after Completion.

Prior to the date of Completion, either the Company or the Seller may terminate the
Share Purchase Agreement with immediate effect, upon becoming aware that the
other party:

a) has become a Sanctioned Person (as defined within the Share Purchase
Agreement); or

b) has, in connection with the entry into of the Share Purchase Agreement and
the transactions contemplated therein, and/or any matter pertaining directly or
indirectly to the Share Purchase Agreement, including the negotiation of the
Share Purchase Agreement and the fulfilment of the other party’s obligations
under the Share Purchase Agreement, violated or would cause the other party
to violate any: (i) Anti-Bribery Laws; (ii)) Economic Sanctions Laws; (iii) the US
Export Administration Regulations or the US International Traffic in Arms
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Regulations; (iv) any Anti-Terrorism and Anti-Money Laundering Law (the
“Relevant Legislation”).

If the Admission Condition is not satisfied within four Business Days of the date of
the Share Purchase Agreement, the Company shall use best endeavours to seek
alternative financing for the Acquisition. In such circumstances, the Seller may
terminate the Share Purchase Agreement, from the fortieth Business Day following the
date of the Share Purchase Agreement provided that the seller must give not less
than 10 Business Days’ notice to the Company of its intention to exercise the
termination right and further provided that such termination right shall lapse if the
Company has been able to obtain alternative financing for the Acquisition to the
reasonable satisfaction of the Seller.

On termination of the Share Purchase Agreement (other than: (i) as a result of the
Seller becoming a Sanctioned Person; or(ii) having violated or caused the Company
to violate the Relevant Legislation; or (iii) completion not occurring due to a failure of
the Seller not complying with its completion obligations), a non-refundable break
payment of an amount equal to £20,000,000 shall become payable within five
Business Days of termination of the Share Purchase Agreement.

The Seller and the Company have given each other certain customary representations
and warranties in relation to the Acquisition and the issue of the New Ordinary
Shares. The Seller has also given to the Company an indemnity in respect of
potential liabilities associated with certain enhanced redundancy or early retirement
benefits under occupational pension schemes that may transfer to the Company upon
Completion. The Company’s recourse in respect of warranties and certain indemnities
in relation to HSBC Life (UK) is, save in respect of fraud, limited to recovery under
warranty and indemnity insurance policy which was also entered into between the
Company and Riskpoint Solutions Limited on the date of the Share Purchase
Agreement.

Save as set out above, the Seller’s liability in respect of claims made pursuant to the
Share Purchase Agreement is subject to certain customary limitations including that
the Seller’s total liability in respect of all claims (other than specific claims relating to
adjustments to the Consideration Amount via the “locked box” mechanism) relating to
the Acquisition is not to exceed 100% of the Consideration Amount. Certain sub-caps
on the Seller’s liability also apply.

The Seller has undertaken that HSBC Life (UK) will be run in the ordinary course of
business until Completion and will not make any material change to the nature of the
business. The Share Purchase Agreement contains customary restrictions on the
conduct of certain activities by HSBC Life (UK) prior to Completion.

The Share Purchase Agreement is governed by English law.

Underwriting Agreement

On the date of this document, the Company and the Joint Bookrunners entered into
the Underwriting Agreement pursuant to which the Company has appointed RBC as
sole sponsor, global coordinator, lead underwriter and joint bookrunner, ABN AMRO
as joint underwriter and joint bookrunner and Panmure Liberum as joint bookrunner in
connection with the Rights Issue and Admission.

Subject to the terms and conditions of the Underwriting Agreement, the Joint
Bookrunners (as agents for the Company) have severally (and not jointly or jointly and
severally) agreed to use reasonable endeavours to procure subscribers for all (or as
many as possible of) the New Ordinary Shares which are not taken up as soon as
reasonably practicable and in any event no later than 8.00 a.m. on the second
dealing day after the last date for acceptances under the Rights Issue, for an amount
which is not less than the total of the Issue Price multiplied by the number of such
New Ordinary Shares for which subscribers are so procured and the expenses of
procurement (including any commissions and related amounts in respect of VAT).
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If and to the extent that the Joint Bookrunners are unable to procure subscribers on
the basis outlined above, the Underwriters shall, as principals, subscribe on a several
basis in the agreed proportions for any remaining New Ordinary Shares at the Issue
Price.

In consideration for their services under the Underwriting Agreement, and subject to
their obligations under the Underwriting Agreement having become unconditional and
the Underwriting Agreement not having been terminated, the Joint Bookrunners will be
paid a fee by reference to the gross proceeds of the Rights Issue in respect of the
New Ordinary Shares. The Company has also agreed to pay a fee to the Sponsor in
consideration for its services as sponsor. The Company shall bear all reasonably and
properly incurred expenses of, and incidental to, the Underwriting Agreement and the
Rights Issue.

The Company has given certain customary representations and warranties and
undertakings to the Joint Bookrunners, including a 180-day lock-up on issues of new
shares from the date of Admission (save for permitted issuances in connection with
the Rights Issue and existing employee share schemes and the issue of convertible
securities following completion of the Rights Issue). The Company has also given
customary indemnities to the Joint Bookrunners and to certain persons connected
with the Joint Bookrunners.

The obligations of the Joint Bookrunners under the Underwriting Agreement are
subject to certain customary conditions including, among others: (i) the
representations and warranties given by the Company in the Underwriting Agreement
being true and accurate and not misleading on the dates on which they are given;
(i) the Company having complied with all of its obligations undertakings under the
Underwriting Agreement and under the terms and conditions of the Rights Issue; and
(ili) Admission occurring not later than 8.00 a.m. on 8 July 2025 (or such later time
and/or date as the Company and the Global Coordinator may agree in writing).

If any condition is not satisfied (unless, where permissible, extended or waived by the
Global Coordinator), or becomes incapable of being satisfied, by the required time
and date then, save for certain exceptions, the parties’ obligations under the
Underwriting Agreement shall cease and terminate, without prejudice to any liability
for any prior breach of the Underwriting Agreement. In addition, the Gilobal
Coordinator is entitled to terminate the Underwriting Agreement prior to Admission if
certain circumstances occur, including, among others, where, in the good faith opinion
of the Global Coordinator, there has been a material adverse change with respect to
the Group or the occurrence of certain force majeure-style events which would, in the
good faith opinion of the Underwriters, make it impractical or inadvisable to proceed
with the Rights Issue, to market the New Ordinary Shares in the manner
contemplated, or to fulfil or enforce contracts for the subscription or sale of the New
Ordinary Shares. The Underwriting Agreement cannot be terminated once Admission
has occurred.

Previous Acquisitions
(i) Canada Life Acquisition Agreement

On 20 December 2024, Countrywide Assured plc (“Countrywide Assured”)
and Canada Life Limited (“CL’) entered into a framework agreement and
reinsurance agreement to acquire CLs closed UK unit-linked bond and closed
UK unit-inked pensions business (“Acquired CL Business”). The
consideration paid for the Acquired CL Business was £2,200,000. The
Acquired CL Business will transfer to Countrywide Assured pursuant to a
Part VII transfer following approval by the Court of the English scheme and
any conditions to the order sanctioned by the Court being satisfied. Under the
terms of the framework agreement, the longstop date for the transfer is
31 December 2026 or such other date as agreed between Countrywide
Assured and CL. Under the terms of the framework agreement, CL gave
Countrywide Assured certain warranties. Claims in respect of certain tax
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warranties must be brought prior to the date five years following the date on
which the transfer takes effect in accordance with the Court order.

(i) Canada Life 2023 Acquisition Agreement

On 16 May 2023, Countrywide Assured and CL entered into a framework
agreement and reinsurance agreement to acquire CLs UK onshore individual
protection line which consisted of 47,000 term assurance and critical illness
policies (“2023 Acquired CL Business”). The consideration paid for the
Acquired CL Business was £9,000,000. The 2023 Acquired CL Business
transferred to Countrywide Assured pursuant to a Part VIl transfer following
approval by the Court of the English scheme on 23 February 2025. Under the
terms of the framework agreement, CL gave Countrywide Assured certain
warranties. Claims in respect of certain tax warranties must be brought prior to
the date four years following the date on which the transfer takes effect in
accordance with the Court order.

(iii) Conservatrix Acquisition Agreement

On 21 July 2022, Waard Leven N.V. (“WL’) entered into an asset transfer
agreement (the “ATA”) with the trustees in bankruptcy of Nederlandsche
Algemeene Maatschappij van Levensverzekering N.V. (“Conservatrix”) to
acquire the rights and obligations under insurance contracts entered into by
Conservatrix (the “Conservatrix Assets”). Completion under the ATA occurred
on 1 January 2023. WLs acquisition of the Conservatrix Assets was effected
by way of the incorporation of a special purpose vehicle (which has since
been dissolved), shares in which were issued to Conservatrix and then
transferred along with the Conservatrix Assets to WL on or around 3 January
2023. Consent to the transfer of the Conservatrix Assets pursuant to the terms
of the ATA was obtained from, amongst other stakeholders:

(1) the Dutch tax authority, which also confirmed, with reference to a
decision of the State Secretary of Finance of 28 April 2021, that the
effective date of such transfer may be 1 April 2022 in accordance with
the ATA;

(2) the Dutch Central Bank (“DNB”) in accordance with section 3:112 et
seq of the Dutch Financial Supervision Act; section 3:284 of the Dutch
Financial Supervisions Act;

(3) the relevant supervisory judges of the District Court of Amsterdam, in
accordance with section 101 jo. 176 of the Dutch Bankruptcy Act.

The transfer and integration of the Conservatrix Assets to Waard Leven N.V.
was effectively completed on or around 3 January 2023.

9.1.4 Amended and Restated Facility Agreement

On or around the date of this document, the Company entered into an amendment
and restatement deed with National Westminster Bank plc as Arranger, Original
Lender and Facility Agent and ABN AMRO as an Original Lender to amend and
restate credit facility agreement originally dated 2 July 2024 (the “Amended and
Restated Facility Agreement”) pursuant to which a three year £150,000,000
multicurrency revolving facility is made available to the Company.

The Amended RCF may be applied towards, amongst other things, the part funding
of consideration and the Acquisition under and pursuant to the Share Purchase
Agreement as disclosed to the Amended RCF finance parties, certain other
acquisitions that are permitted under the Amended and Restated Facility Agreement
and general corporate and working capital purposes of the “Group” as defined in the
Amended and Restated Facility Agreement (being the Company and each of its
respective subsidiaries for the time being). The Amended RCF is unsecured, and the
Company is the only borrower under the Amended and Restated Facility Agreement
but the Company can on-lend amounts borrowed to other members of the Group.
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The Amended and Restated Facility Agreement contains a certain funds concept
which will apply to a utilisation of the Amended RCF to fund the Acquisition. In the
context of the Acquisition, the “Agreed Certain Funds Period” will run from the
effective date of the Amended and Restated Facility Agreement to the earlier of:
(i) the date falling nine months after the date of the Share Purchase Agreement;
(i) the date on which the Share Purchase Agreement is terminated in accordance
with its terms; (iii) the date on which the Company notifies the Facility Agent that the
Acquisition will not be proceeding.

To make a certain funds utilisation, the Company has to comply with certain notice
requirements under the Amended and Restated Facility Agreement and it must have
sufficient headroom to draw the amount requested. If these requirements are met,
during the Agreed Certain Funds Period, subject to certain carve outs, there can be
no acceleration of the loans, cancellation of undrawn commitments or refusal to make
available a utilisation of the loans in each case to the extent that such acceleration,
cancellation or refusal to fund would prevent or limit the making of any loan to fund
the Acquisition. The carve outs to certain funds are illegality, a “Major Event of
Default” is continuing (on the date of the utilisation request, on the proposed
utilisation date or would result from the proposed utilisation) and a change of control
in relation to the Company.

The concept of Major Event of Default relates to the Company and its material
subsidiaries (i.e. those members of the Group accounting for 5% or more of profit of
the Group or gross assets of the Group). Major Events of Default include non-
payment, insolvency defaults, unlawfulness, repudiation or recission of finance
documents, loss of regulatory authorisation, redemption of shares by the Company
(save as expressly permitted by the Amended and Restated Facility Agreement),
misrepresentation insofar as relating to breach of a material representation (being
binding obligations, non-conflict, power and authority and validity and admissibility in
evidence), breach of financial indebtedness and negative pledge undertakings, breach
of undertakings relating to acquisitions, disposals, merger, loans, dividends and
general authorisations (in the case of authorisations only insofar as relating to the
Company’s or the relevant Material Subsidiaries’ ability to perform obligations under
the Amended and Restated Facility Agreement and related finance documents) and
termination of the Share Purchase Agreement.

Immediately upon the expiry of the Agreed Certain Funds Period, all rights, remedies
and entitlements shall be available to the finance parties and may be exercised,
notwithstanding that they may not have been used or been available for use during
the Agreed Certain Funds Period.

Subject to the certain funds provisions summarised above, loans under the Amended
RCF may be drawn if no Default is outstanding or would result from such loan. The
Defaults included in the Amended and Restated Facility Agreement are customary
and based on the Loan Market Association’s template for investment grade
transactions.

Loans under the Amended RCF may be drawn in sterling, US dollars or euro. Interest
is payable on the loans at a percentage rate per annum which is equal to the
aggregate of the relevant reference rate (SONIA for sterling loans, SOFR for US
dollar loans and EURIBOR for euro loans) plus a margin which is subject to change
depending on the total debt to economic value for the 12 month period ending on the
most recent financial quarter date. If an event of default is continuing the highest
possible margin applies. Each interest period is one month and interest is payable at
the end of each interest period. The Company is also required to pay a commitment
fee equal to 35% of the applicable margin on available commitments under the
Amended RCF for the period that the Amended RCF is available. The commitment
fee is calculated on the last day of each month but is payable quarterly in arrears.

The Amended and Restated Facility Agreement includes standard information
undertakings. These include the delivery of annual audited consolidated financial
statements, half yearly interim consolidated financial statements relative the first half
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of each financial year, quarterly consolidated management accounts and copies of
regulatory returns required to be delivered by a member of the Group to any financial
services regulator.

There are three financial covenants that the Company must comply with under the
Amended and Restated Facility Agreement which are measured:

a. firstly, the distributable earnings of the Company on the first day of each
12 month period ending on a financial quarter date (each a “Relevant Period”)
plus cashflow for that Relevant Period to total funding costs of the Company
(which includes all financing charges (including on tier 1 or tier 2 debt),
dividends and any redemption of or reduction in share capital) for that
Relevant Period must not be less than 1.4:1;

b. secondly, total debt (being all financial indebtedness of the Group (including
the capital element of finance leases) less tier 1 and tier 2 debt and up to
£60,000,000 of financial indebtedness relating to financial reinsurance in the
ordinary course of business) to economic value (being the Company’s
assessment of the value of the business in accordance with Solvency Il after
adjusting for certain items where it is deemed that Solvency Il does not reflect
the commercial value of the business) must not at any time be more than
0.2:1; and

C. thirdly, each regulated Group member must at all times maintain financial
resources of at least 110% of the minimum regulatory solvency capital
requirement with certain named entities within the Group having to maintain at
least 130% of the minimum regulatory requirement.

The Company must submit compliance certificates relative to the financial covenants
with each set of quarterly and annual financial statements. The compliance certificate
relating to the annual financial statements must be reported on by the Company’s
auditors.

In addition, the Amended and Restated Facility Agreement contains certain other
customary representations, warranties and undertakings including, without limitation, a
restriction on certain acquisitions, a restriction on certain sales and other disposals of
assets, a restriction on the creation or subsistence of security subject to certain
exceptions, a restriction on financial indebtedness subject to certain exceptions, a
requirement that if any reinsurer providing reinsurance services to a member of the
Group becomes insolvent, ceases business or whose certain credit rating falls below
a certain level to replace that reinsurer or recapture the reinsurance provided by that
reinsurer and a requirement to maintain certain regulatory authorisations.

The events of default under the Amended and Restated Facility Agreement include,
among others and subject to customary grace periods and materiality thresholds,
(i) failure to make payments under the Amended and Restated Facility Agreement and
related finance documents, (ii) breach of any financial covenants mentioned above,
(iii) breach of any other obligations contained in the Amended and Restated Facility
Agreement and related finance documents, (iv) misrepresentation, (v) cross-default in
excess of specified amounts, (vi) certain insolvency events or procedures in relation
to any Group company (any similar events, including enforcement of security over
assets above a specified value), (vii) creditors’ process in relation to assets of a
Group company above a specified value, (ix) it becomes unlawful for an obligor to
perform any of its obligations, (x) repudiation, (xi) a material adverse effect (defined to
include a material adverse effect on the ability of the Company to perform its payment
obligations under the Amended and Restated Facility Agreement and related finance
documents, on the business, operations financial condition or assets of the Group as
a whole or the validity or enforceability of rights and remedies under the Amended
RCF and related finance documents) occurs or is reasonably expected to occur,
(xii) cessation of business by a Group company, (xiii) redemption of shares or
reduction of share capital by the Company subject to express carve outs, (xiv) audit
qualification in relation to the audited accounts of any Group company, (xv) recission
or purported recission of the Amended and Restated Facility Agreement or other
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9.2

10.
10.1

10.2

related finance documents, (xvi) proceedings which are reasonably likely to be
adversely determined and, if adversely determined, could reasonably be expected to
have a material adverse effect, (xvii) loss, suspension or termination of regulatory
authorisation (xviii) imposition of restriction or limitation on dividends or distributions
by a regulator which has or is reasonably likely to have a material adverse effect,
(xix) certain powers are exercised by a regulator against a regulated member of the
Group in circumstances which have or are reasonably likely to have a material
adverse effect, (xx) tier 1 or tier 2 debt ceases to be subordinated and rank behind
sums owed by the Company under the Amended and Restated Facility Agreement
and related finance documents.

The events of default include a general carve-out in relation to the Acquisition,
pursuant to which matters or transactions explicitly disclosed to the finance parties
prior to the date of completion under the Share Purchase Agreement and solely in
connection with Indianna shall not be deemed to constitute a breach of any
representation, warranty or undertaking in the Amended and Restated Facility
Agreement and thus shall not constitute a default or an event of default.

If an event of default is continuing, the Facility Agent may give notice of cancellation
of all available commitments and/or declare all outstanding advances, together with
accrued interest, to be immediately due and payable or payable on demand.

HSBC Life (UK)

The following contract (not being a contract entered into in the ordinary course of business)
have been entered into by HSBC Life (UK): (a) in the two years immediately preceding the
date of this document and are, or may be, material to HSBC Life (UK); or (b) containing
provisions under which HSBC Life (UK) has any obligation or entitement which is material to
HSBC Life (UK) as at the date of this document.

9.2.1 Share Purchase Agreement

Please see the description of the Share Purchase Agreement as set out in
paragraph 9.1.1 of this Part XVII (Additional Information).

RELATED PARTY TRANSACTIONS
Chesnara

There are no related party transactions between the Chesnara Group and its related parties
that were entered into during the year ended 31 December 2024 and there have been no
related party transactions during the period from 31 December 2024 to the Latest Practicable
Date.

HSBC Life (UK)

Save as disclosed in the historical financial information of HSBC Life (UK) appended to this
Prospectus and referred to below, HSBC Life (UK) entered into no transactions with related
parties during the years ended 31 December 2022, 31 December 2023 and 31 December
2024.

° Note 27 of the notes to the audited financial statements of HSBC Life (UK) for year
ended 31 December 2022 which can be found at page 294 of this document.

° Note 21 of the notes to the audited financial statements of HSBC Life (UK) for year
ended 31 December 2023 which can be found at page 242 of this document.

° Note 20 of the notes to the audited financial statements of HSBC Life (UK) for year
ended 31 December 2024 which can be found at page 187 of this document.

In respect of the period from 1 January 2025 to 31 Mary 2025, related party transactions
between HSBC Life (UK) and related parties are summarised as follows:

10.2.1 Income and expense
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31 May 2025

£°000
Net insurance service result
— Parent 0
— Other Group company 2,669
Net investment returns
— Parent 2,016
— Other Group company 1,845
Net fees income / (expense)
— Parent (551)
— Other Group company 5,086
Total operating expenses
- Parent 0
— Other Group company (3,038)
8,8027
11.2.2 Key balances with related parties as at 31 May 2025
31 May 2025
£°000
Assets
Financial assets at fair value through profit and loss
Debt securities 0
— Other Group company 932
Collective investment schemes
— Parent 0
— Other Group company 50,357
Cash and cash equivales
— Parent 174,190
225,478
Loans, receivables and prepayments
— Parent 410
— Other Group company 2,326
Insurance contract assets
- Parent 0
— Other Group company 0
Reinsurance contract assets
— Parent 0
— Other Group company 9,787
238,002
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31 May 2025

£°000
Liabilities
Insurance contract assets
— Parent 0
— Other Group company 74,394
Reinsurance contract liabilities
— Parent 0
— Other Group company 8
Investment contract liabilities
— Other Group company 916,533
Insurance and other payables and deferred income
— Parent 469
— Other Group company 6,776

998,180

Income from related party transactions arises from:

Insurance service result includes the impact from HSBC Group contracts with
other HSBC Group companies to provide life, critical illness and income
protection cover for employees and associated reinsurance contracts. The
impact of attributable insurance contract expenses are also included in the
insurance service result.

Investment returns include interest receivable on cash balances deposited with
HSBC Life (UK)’s parent and interest on collective investment scheme holdings
with other HSBC Group companies.

Fee income include annual management charges rebated to HSBC Life (UK)
in respect of its holdings in collective investment schemes managed by other
HSBC Group companies, and fees received from HSBC Group companies for
the provision of insurance products.

Fee expenses include costs charged to the HSBC Life (UK) by its parent for
the provision of investment accounting and unit pricing services and cost
charged for the provision of asset management services by other HSBC Group
companies.

Operating expenses include acquisition costs (commission) payable to other
HSBC Group companies in relation to sales of the HSBC Life (UK)’s products.
HSBC Life (UK)’s products are currently marketed and sold primarily by HSBC
Bank through its sales channels.

Costs charged to the HSBC Life (UK) for the provision of management
services are also included in operating expenses. These include product
management, customer services (policy underwriting, administration and claims
processing), risk management, actuarial, finance, human resources, property
services and IT. HSBC Life (UK) is recharged for the actual costs incurred in
undertaking these activities. Cost directly attributable to insurance and
reinsurance contracts are taken into the contractual service margin calculation
and spread over the life of the contracts through the insurance service result.

As a wholly owned subsidiary of the HSBC Group, HSBC Life has many services
provided by other HSBC Group companies, and in addition provides insurance and
investment products to HSBC Group companies. The relationship between the
companies is managed through intragroup agreements, and there have been no
material changes to these agreements since 31 May 2025. All services are billed on
a monthly or more regular basis, and there have been no material changes in the
amounts charged since 31 May 2025.
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12.

13.
13.1

13.2

On 26 June 2025, a dividend in the amount of £15 million was paid by HSBC Life
(UK) to its parent. Other than this dividend, and for the intragroup arrangements
referred to above, there have been no material related party transactions since
1 June 2025. As set out in the summary of the Share Purchase Agreement at
paragraph 9.2.1 of this Part XVIl (Additional Information), any dividend payment made
by HSBC Life (UK) to the Seller in circumstances where the record date for such
dividend falls between 31 December 2024 up to the date of Completion shall result in
an adjustment to the total consideration for the Acquisition.

DIVIDENDS

The Group is committed to offering its Shareholders an attractive income stream arising from
the profits of its life assurance business. The Company’s dividend policy is directly
influenced by two key factors. The Directors recognise that the Ordinary Shares are
predominantly held as a source of predictable and sustainable income. The Directors’
primary aim is therefore to provide an attractive yield with steady growth where possible. The
Directors’ aim to satisfy investor expectations cannot and will not be delivered at the
expense of financial security and solvency. As such, dividend capacity is assessed giving full
regard to the Group Capital Management Policy which currently prohibits dividends to be
declared that would result in Chesnara’s Solvency Coverage Ratio falling below 110%.

The Directors make dividend decisions with reference to a range of management information,
reports and policies including the Group own risk and solvency statement, Group business
plan, solvency analysis including sensitivities, analysis of historic financial results and the
Group Capital Management Policy, and any other factors deemed by the Directors to be
relevant at the time.

In respect of FY24, the Company announced the payment of a final dividend of 16.08 pence
per Ordinary Share to Shareholders, and an interim dividend of 8.61 pence per Ordinary
Share was paid on 1 November 2024. Therefore, the total dividend paid to Shareholders in
respect of the financial year ended 31 December 2024 will be made at the rate of
24.69 pence per Ordinary Share.

Supported by the strong financial profile of the Acquisition, there will be a step-up in the
Chesnara Group’s dividend trajectory. The final FY25 dividend and interim FY26 dividend is
expected to be increased by 6%, representing a one-year acceleration in the Chesnara
Group’s recent historic track record of 3% per annum increases.

WORKING CAPITAL

The Company is of the opinion that, taking into account the Amended and Restated Facility
Agreement and the net proceeds of the Rights Issue, the working capital available to the
Group is sufficient for its present requirements, that is, for at least the next 12 months from
the date of publication of this document.

LITIGATION
Chesnara

There are no governmental, legal or arbitration proceedings (including any such proceedings
which are pending or threatened of which the Company is aware) during a period covering
at least the previous 12 months preceding the date of this document which may have, or
have had in the recent past, significant effects on the Company’s or the Group’s financial
position or profitability or, following the Acquisition, may have significant effects on the Group
and/or the Enlarged Group’s financial position or profitability.

HSBC Life (UK)

There are no governmental, legal or arbitration proceedings (including any such proceedings
which are pending or threatened of which the Company is aware) during a period covering
at least the previous 12 months preceding the date of this document which may have, or
have had in the recent past, significant effects on HSBC Life (UK)'s financial position or
profitability.
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14.
14.1

14.2

15.

15.1

NO SIGNIFICANT CHANGE
Chesnara

There has been no significant change in the financial performance or financial position of the
Group since 31 December 2024, being the date to which the latest audited financial
statements of the Group were prepared.

HSBC Life (UK)

Save for the £15 million dividend payment made by HSBC Life (UK) to the Seller on
26 June 2025 as referred to in paragraph 10.2 of this Part XVII (Additional Information), there
has been no significant change in the financial performance or financial position of HSBC
Life (UK) since 31 December 2024, being the date to which the latest audited financial
statements of HSBC Life (UK) were prepared.

REGULATORY DISCLOSURES

The Company regularly publish announcements via the Regulatory Information Service and
the Company’s website. Below is a summary of the information disclosed in accordance with
the Company’s obligations under UK MAR over the past 12 months relevant as at the Latest
Practicable Date. In addition to the Regulatory Information Service, full announcements can
be accessed via the Company’s website at www.chesnara.co.uk/investors.

Transactions of Persons Discharging Managerial Responsibilities (“PDMR”)

(A) On 10 June 2025, the Company released a notification relating to the purchase of
Ordinary Shares pursuant to a dividend reinvestment plan on behalf of a PDMR.

(B) On 23 May 2025, the Company released natifications relating to the purchase of
Ordinary Shares pursuant to a dividend reinvestment plan on behalf of a PDMR, as
well as on behalf of a closely associated person with the PDMR.

(©) On 24 April 2025, the Company released a notification relating to a PDMR being
granted a conditional award of Ordinary Shares under the Company’s Long Term
Incentive Plan (“LTIP”).

(D) On 7 April 2025, the Company released a notification relating to a PDMR transferring
Ordinary Shares to a closely associated person with the PDMR.

(E) On 31 March 2025, the Company released a notification relating to PDMRs being
granted awards of Ordinary Shares under the Company’s Short Term Incentive
Scheme and other PDMRs of the Company being granted conditional awards of
Ordinary Shares under the LTIP.

(F) On 28 March 2025, the Company released a notification relating to the purchase of
Ordinary Shares on behalf of PDMRs.

(G) On 30 January 2025, the Company released a notification relating to the purchase of
Ordinary Shares pursuant to a dividend reinvestment plan on behalf of a PDMR.

(H) On 12 December 2024, the Company released a notification relating to the purchase
of Ordinary Shares on behalf of a PDMR.

(1 On 22 November 2024, the Company released a notification relating to the purchase
of Ordinary Shares pursuant to a dividend reinvestment plan on behalf a PDMR, as
well as on behalf of a closely associated person with the PDMR.

(J) On 14 November 2024, the Company released a notification relating to the purchase
of Ordinary Shares under a dividend reinvestment plan on behalf of a PDMR.

(K) On 29 October 2024, the Company released a notification relating to the grant of
options to acquire Ordinary Shares under the Company’s Save As You Earn Scheme
on behalf of PDMRs.

(L) On 11 September 2024, the Company released a notification relating to the purchase
of Ordinary Shares on behalf of PDMRs.
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15.2

15.3

15.4

15.5

16.

17.
171

17.2

17.3

17.4

(M) On 1 August 2024, the Company released a notification regarding a PDMR’s
acquisition of Ordinary Shares following the partial vesting of an award under the
2014 LTIP. A portion of the shares was sold to cover associated tax and social
security liabilities.

Directorate Changes
(A) On 6 June 2025, the Company released a notification relating to directorate changes.

(B) On 29 January 2025, the Company released a notification relating to directorate
changes.

(©) On 18 July 2024, the Company released a notification relating to an external
directorship appointment of an independent non-executive director of the Company.

Financial Results

(A) On 27 March 2025, the Company released a notification in relation to its full year
results for the period ended 31 December 2024.

(B) On 10 September 2024, the Company released a notification in relation to its half-
year results for the period ended 30 June 2024.

Shareholdings

(A) On 10 July 2024, the Company released a notification in relation the holdings of its
major shareholders.

Acquisitions

(A) On 23 December 2024, the Company released a notification announcing its
agreement to acquire a closed portfolio of unit linked bonds and legacy pension
business from Canada Life Limited.

CONSENTS

Deloitte LLP of 1 New Street Square, London, EC4A 3HQ has given and not withdrawn its
written consent to the inclusion of its report on the unaudited pro forma financial information
in Part XV (Unaudited Pro Forma Financial Information for the Enlarged Group and
Accountant’s Report) of this document in the form and context in which it is included and
has authorised the contents of the part of this document which comprise its report for the
purposes of Rule 5.3.2R(2)(f) the Prospectus Regulation Rules. Deloitte LLP is a member
firm of the Institute of Chartered Accountants in England and Wales.

GENERAL

The aggregate costs and expenses payable by Chesnara in connection with the Rights Issue
are estimated to amount to approximately £10 million (excluding amounts in respect of VAT).

The financial information contained in this document does not constitute statutory accounts
within the meaning of section 434(3) of the Companies Act.

The auditor of the Company is Deloitte LLP of 1 City Square, Leeds, LS1 2AL. Deloitte has
audited the consolidated financial statements of Chesnara for the financial year ended 2024.
Deloitte LLP is a member firm of the Institute of Chartered Accountants in England and
Wales.

One or both of the Joint Bookrunners and their affiliates have engaged in transactions with
the Company (including, in some cases, credit agreements and credit lines) in the ordinary
course of its banking business and one or both of the Joint Bookrunners have performed
various investment banking, financial advisory and other services for the Company, for which
it received customary fees, and the Joint Bookrunners and their affiliates may provide such
services in the future. Each of the Joint Bookrunners and their respective affiliates may, from
time to time, engage in further transactions with, and perform services for, the Company and
the Group in the ordinary course of their respective businesses.
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18. DOCUMENTS AVAILABLE FOR INSPECTION

18.1 Copies of the following documents will be available on Chesnara’s website at
www.chesnara.co.uk/investors from the date of this document up to and including the date of

Admission:

(A) the Articles;

(B) the consent letter referred to in paragraph 16 of this Part XVII (Additional Information);

(®)] the report from Deloitte LLP on the Unaudited Pro Forma Financial Information of the
Enlarged Group set out in Part B of Part XV (Unaudited Pro Forma Financial
Information for the Enlarged Group and Accountant’s Report) of this document;

(D) the documents incorporated by reference into this document as described in

(E)

Part XVIII (Documents Incorporated by Reference) of this document; and

a copy of this document.

Dated: 3 July 2025
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PART XVIII
DOCUMENTS INCORPORATED BY REFERENCE

This document should be read and construed in conjunction with certain information which have
been previously published and filed with the FCA and which shall be deemed to be incorporated in,
and form part of, this document.

The table below sets out the documents of which certain parts are incorporated by reference into,
and form part of, this document. Only the parts of the documents identified in the table below are
incorporated into, and form part of, this document. The parts of these documents which are not
incorporated by reference are either not relevant for investors or are covered elsewhere in this
document. To the extent that any information incorporated by reference itself incorporates any
information by reference, either expressly or by implication, such information will not form part of
this document for the purposes of the Prospectus Regulation Rules, except where such information
is stated within this document as specifically being incorporated by reference or where the
document is specifically defined as including such information.

Any statement contained in a document which is deemed to be incorporated by reference herein
shall be deemed to be modified or superseded for the purpose of this document to the extent that
a statement contained herein (or in a later document which is incorporated by reference herein)
modifies or supersedes such earlier statement (whether expressly, by implication or otherwise). Any
statement so modified or superseded shall not be deemed, except as so modified or superseded,
to constitute a part of this document.

Information incorporated by reference into this Page
Reference document document numbers
Chesnara plc’'s 2024 Corporate Governance Report 98
Annual Report and Director Remuneration Report 110
Accounts Independent Auditor's Report to the members of 142
Chesnara plc
Consolidated Statement of Comprehensive Income 148
Consolidated Balance Sheet 149
Consolidated Statement of Cash flows 150
Consolidated Statement of Changes in Equity 151
Notes to the consolidated financial statements 152

This document is available for inspection in accordance with paragraph 18 (Documents Available for
Inspection) of Part XVII (Additional Information) of this document. These documents are also
available electronically on the Company’s website at www.chesnara.co.uk/investors.
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‘“ABN AMRO”

“Acquisition”

“Admission”

“Admission of the New Ordinary
Shares”

“Admission of the Rights (Nil
and Fully Paid)”

‘Amended and Restated
Facilities Agreement”

“Amended RCF”
“Annual General Meeting”
“Articles” or “Articles of

Association”
“AVIF”

“BACS”

“Board”

“Business Day”

“Cashless Take-up”

“certificated”

“Chair”
“CHAPS”

“Chesnara Group”

“Chesnara pic’s 2024 Annual
Report and Accounts”

PART XIX
DEFINITIONS

means ABN AMRO Bank N.V.

means the acquisition by the Company of the Target from the
Seller pursuant to the Share Purchase Agreement

means Admission of the New Ordinary Shares and Admission of
the Rights (Nil and Fully Paid);

means the admission of the New Ordinary Shares to: (i) listing on
the equity shares (commercial companies) category of the Official
List; and (ii) trading on the London Stock Exchange’s main market
for listed securities

means the admission of the Rights (nil and fully paid) to trading on
a multi-lateral trading facility of the London Stock Exchange

means the amended and restated facility agreement entered into
by the Company and the Amended RCF Banks on 3 July 2025,
details of which are set out in paragraph 9.1.4 of Part XVII
(Additional Information) of this document

means the revolving credit facility provided pursuant to the
Amended and Restated Facilities Agreement

means an annual general meeting of the Company as defined in
the Articles

means the articles of association of the Company in force at the
date of this document

means “Acquired Value of In-Force” business (being part of the
purchase price that represents the value of the insurance
contracts in the target company when a life insurance company
makes an acquisition)

means the Bankers Automated Clearing Services

means the board of directors of the Company (as at the date of
this document, unless otherwise stated)

means any day (other than a Saturday or Sunday) on which banks
generally are open for business in London (other than solely for
settlement and trading in Euro)

means the sale of such number of Nil Paid Rights as will generate
sufficient sale proceeds to enable the direct or indirect holder
thereof to take up all of their remaining Nil Paid Rights (or
entitlements thereto)

refers to a share or other security which is not in uncertificated
form (that is, not in CREST) and “in certificated form” shall be
construed accordingly

means the chair of the Company
means the Clearing House Automated Payment System

means the Company together with each of its direct and indirect
subsidiaries from time to time (and “subsidiary” shall have the
meaning given to it in the Companies Act

means the annual report and audited consolidated financial
statements (including the notes thereon) of the Group as at and
for the financial year ended 31 December 2024
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“City Code”
“Closing Price”

“Countrywide Assured”

“Companies Act”

“Company” or “Chesnara”

“Completion”

“CREST”

“CREST Manual”

“CREST member”

“CREST Regulations”

“CREST sponsor”

“CREST sponsored member”

“Daily Official List’

“Directors”

“Disclosure Guidance and
Transparency Rules”

chvu

“Eligible Solvency Il Own
Funds”

“Enlarged Group”
“Enlarged Share Capital’

“Euroclear”
“EUWA”

means the City Code on Takeovers and Mergers of the UK

means the closing middle market quotation of an Existing Ordinary
Share as derived from the Daily Official List

means Countrywide Assured plc, a company incorporated in
England and Wales (Company Registration Number 02261746)
and having its registered office at 2nd Floor, Building 4 West
Strand Road, Preston, Lancashire, England, PR1 8UY

means the Companies Act 2006 (c. 46) of England and Wales, as
amended from time to time

means Chesnara plc a company incorporated in England and
Wales (Company Registration Number: 04947166) and having its
registered office at 2nd Floor, Building 4 West Strand,
Preston, PR1 8UY

means completion of the Acquisition pursuant to the terms of the
Share Purchase Agreement

means the relevant system (as defined in the CREST Regulations)
in respect of which Euroclear is the operator (as defined in the
CREST Regulations)

means the rules governing the operation of CREST, consisting of
the CREST Reference Manual, CREST International Manual,
CREST Central Counterparty Service Manual, CREST Rules,
Registrars Service Standards, Settlement Discipline Rules,
CREST CCSS Operations Manual, Daily Timetable, CREST
Application Procedure and CREST Glossary of Terms (all as
defined in the CREST Glossary of Terms promulgated by
Euroclear on 15 July 1996, as amended from time to time)

means a person who has been admitted by Euroclear UK as a
system-member (as defined in the CREST Regulations)

means the Uncertificated Securities Regulations 2001 (SI 2001
No. 3755), as amended from time to time

means a CREST participant admitted to CREST as a CREST
sponsor

means a CREST member admitted to CREST as a sponsored
member

means the daily official list of the London Stock Exchange

means the statutory directors of the Company (as at the date of
this document, unless otherwise stated)

means the disclosure guidance and transparency rules made
under Part VI of FSMA (as amended from time to time)

means economic value, a market consistent assessment of the
value of existing insurance businesses, plus adjusted net asset
value of the non-insurance business within the Group

means Solvency Il Own Funds that can be used to meet the
Solvency Capital Requirement

means the Group following Completion of the Acquisition

means the expected issued ordinary share capital of the Company
immediately following the issuance of the New Ordinary Shares

means Euroclear UK & International Limited

means the European Union (Withdrawal) Act 2018
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“Ex-Rights Date”

“Existing Ordinary Shares”

“Excluded Shareholders”

“Excluded Territories”

“Executive Director”

“Facility Agent”

“FCA’
“FCA Handbook”

“Fully Paid Rights”
“FSMA”

“FY24”
“FY25”
“FY26”
“Global Coordinator”

“Group Capital Management
Policy”

“Group Solvency Coverage
Ratio”

“HSBC Group”

“HSBC Life (UK)” or the “Target”
“HSBC Bank” or “Seller”
“IFRS”

“ISIN”

“Issue Price”

means the date specified in the Expected Timetable of Principal
Events

means, in relation to a particular date, the Ordinary Shares in
issue at that date

means, subject to certain exceptions, Shareholders who have
registered addresses in, who are incorporated in, registered in, or
otherwise resident or located or resident in, any Excluded Territory
or, subject to certain limited exceptions in the United States of
America

means Australia, Canada, Japan, South Africa and any other
jurisdiction where the extension or availability of the Rights Issue
(or any transaction contemplated thereby and any activities carried
out in connection therewith) would breach applicable law and
“Excluded Territory” means one of them

means the executive directors of the Company as at the date of
this document and “Executive Director’ means any one of them

means National Westminster Bank plc acting as facility agent in
connection with the Amended and Restated Facility Agreement

means the Financial Conduct Authority

means the FCA's Handbook of Rules and Guidance, as amended
from time to time

means the rights to acquire New Ordinary Shares, fully paid

means the Financial Services and Markets Act 2000 of England
and Wales, as amended from time to time

means the Company’s financial year ended 31 December 2024
means the Company’s financial year ending 31 December 2025
means the Company’s financial year ending 31 December 2026
means RBC Europe Limited

means the policy maintained by the Board from time to time
documenting the Group’s capital management framework,
including amongst other things how the Company manages its
capital such that it continues to meet the Solvency Il requirements

means the ratio of the Group’s Eligible Solvency Il Own Funds
divided by the Group’s Solvency Capital Requirement

means HSBC Life (UK) together with its holding companies or
parent undertakings and any subsidiary of such holding
companies or parent undertakings, in each case from time to
time (and “holding companies”, “parent undertakings” and
“subsidiaries” shall have the meanings given in the Companies
Act)

means HSBC Life (UK) Limited
means HSBC Bank plc

means the International
adopted by the UK

means International Securities Identification Number

Financial Reporting Standards as

means 176 pence per New Ordinary Share issued pursuant to the
Rights Issue
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‘Joint Bookrunners”
“Latest Practicable Date”
“LEI”

“LSE” or “London Stock
Exchange”

“LTIH

“LTIP”

“Major Events of Default”
“Movestic”

“New Ordinary Shares”

“Nil Paid Rights”
“Official List”
“Ordinary Shares”

“Overseas Shareholders”

“Own Funds”

“Panmure Liberum”

“Part VII transfer’

“‘PRA’

“Prospectus” or “this document”

“Prospectus Regulation”

“Prospectus Regulation Rules”

“Provisional Allotment Letter’

“Qualifying CREST Shareholder”

“Qualifying Non-
CREST Shareholder”

means RBC Europe Limited, ABN AMRO Bank N.V. and Panmure
Liberum Limited

means 2 July 2025, being the latest practicable date prior to the
publication of this document

means Legal Entity Identifier

means London Stock Exchange Group plc

means Long-Term Incentive Scheme
means Long-Term Incentive Plan

has the meaning set out in the summary of the Amended and
Restated Facilities Agreement contained in paragraph 9.1.4 of
Part XVII (Additional Information) of this document

means the group’s Swedish business, Movestic Livférsékring AB
and its subsidiary and associated companies

means the new Ordinary Shares to be issued by the Company
pursuant to the Rights Issue

means rights to acquire New Ordinary Shares, nil paid
means the official list maintained by the FCA pursuant to FSMA

means the ordinary shares of 5 pence each in the capital of the
Company and includes, where the context requires, the New
Ordinary Shares

means Shareholders with registered addresses in, or who are
citizens, residents or nationals of jurisdictions outside of the
United Kingdom

means, in accordance with the UK’s regulatory regime for
insurers, the sum of the individual capital resources for each of
the regulated related undertakings less the book-value of
investments by the Company in those capital resources

means Panmure Liberum Limited

means a transfer pursuant to Part VII of the Financial Services and
Markets Act 2000

means the Prudential Regulatory Authority

means this document, comprising a prospectus relating to the
Company for the purposes of the Rights Issue

means the Prospectus Regulation (Regulation (EU) 2017/1129),
and the delegated acts, implementing acts and technical
standards thereunder

means the Prospectus Regulation Rules of the FCA made
pursuant to Section 73A of FSMA

means the provisional allotment letter to be issued to Qualifying
Non-CREST Shareholders (other than certain Overseas
Shareholders)

means Qualifying Shareholders holding Ordinary Shares in
uncertificated form

means Qualifying Shareholders holding Ordinary Shares in
certificated form
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“Qualifying Shareholder”

“Qip”

“RBC”
“RCF Banks”

“Receiving Agent” and
“Registrar”

“Record Date”

“Regulatory Information
Service”

“Rights (Nil and Fully Paid)”

“Rights Issue”

“SDRT”

“SEDOL”

“Share-Based Incentive Plans”
“Shareholder”

“Share Purchase Agreement”

“Solvency II”

“Solvency Capital Requirement
or “SCR”

“Solvency Coverage Ratio”

“Solvency Il Surplus”

“Special Dealing Service”

means holders of Ordinary Shares on the register of members of
the Company on the Record Date with the exclusion of the
Excluded Shareholders

means a “qualified institutional buyer” within the meaning of
Rule 144A under the US Securities Act

means RBC Europe Limited
means National Westminster Bank plc and ABN AMRO Bank N.V.

means MUFG Corporate Markets, a trading name of MUFG
Corporate Markets (UK) Limited

means 6.00 p.m. on 1 July 2025, being the time and date specified
in Part IV (Expected Timetable of Principal Events) of this
document on which a Shareholder must hold Ordinary Shares to
be a Qualifying Shareholder

means one of the regulatory information services authorised by
the FCA to receive, process and disseminate regulatory
information from listed companies

means the Nil Paid Rights and the Fully Paid Rights

means the offer by way of rights to Qualifying Shareholders to
acquire New Ordinary Shares in the Company, subject to the
terms and conditions of this document

means stamp duty reserve tax
means Stock Exchange Daily Official List

means the following share schemes operated by the Group: (i) the
2023 LTIP; (i) the 2014 LTl; (iii) the 2023 STIS; (iv) the 2014 STI;
(v) the Share save; and (vi) the Buy-out plan

means a holder of Ordinary Shares from time to time (and
Shareholders shall be construed accordingly)

has the meaning given in paragraph 9.1.1 of Part XVII (Additional
Information) of this document

means the fundamental review of the capital adequacy regime for
the European insurance industry. Solvency Il aims to establish a
set of EU-wide capital requirements and risk management
standards and has replaced the Solvency | requirements

means, in accordance with the UK’s regulatory regime for
insurers, the sum of individual capital resource requirements for
the insurer and each of its regulated undertaking

means the ratio of an insurance company’s eligible capital to its
regulatory capital requirement

means the difference between the Group’s Eligible Solvency I
Own Funds and the Group’s Solvency Capital Requirement

means the dealing service being made available by MUFG
Corporate Markets Trustees (UK) Limited to Qualifying Non-
CREST Shareholders who are individuals aged 18 or over (in the
case of natural persons) who are resident in the United Kingdom,
the Channel Islands or the Isle of Man (or any other country
confirmed by MUFG Corporate Markets in writing provided that
they have requested at their own exclusive initiative that the
Special Dealing Service be provided to them) who may elect to
use the Special Dealing Service sell all of their Nil Paid Rights or
to effect a Cashless Take-up
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“Sponsor”’

HSS&C”
“STI” or “STIs”

“stock account”

“TERP”

“Transitional Services
Agreement”

“U.S. Securities Act’
“UK”
“UK Listing Rules”

‘UK MAR”

“UK Prospectus Regulation”

“UK Solvency Il Directive”

“UK Solvency Il EU Exit

Regulations”

“UK Solvency Il Regulation”

“Uncertificated” or “in
Uncertificated Form”

“Underwriting Agreement”

“Underwriters”

“USE Instructions”

“VAT”

means RBC Europe Limited acting in its role as sponsor as
defined in the UK Listing Rules

means SS&C Technologies Limited
means Short-Term Incentive Scheme

means an account within a member account in CREST to which a
holding of a particular share or other security in CREST is
credited;

means the theoretical ex-rights price

has the meaning given in paragraph 2.6.2 of Part VII (Letter from
the Chair) of this document

means the U.S. Securities Act of 1933, as amended
means the United Kingdom

means the UK Listing Rules made under Part VI of FSMA (as set
out in the FCA Handbook), as amended from time to time

means Regulation (EU) No 596/2014 of the European Parliament
and of the Council of 16 April 2014 on market abuse, as it forms
part of UK law by virtue of the EUWA, as amended from time to
time

means the Prospectus Regulation (EU) 2017/1129, as it forms
part of UK law by virtue of the EUWA

means the “Solvency 2 Directive” as defined in the UK Solvency i
EU Exit Regulations

means the Solvency 2 and Insurance (Amendment, etc.) (EU Exit)
Regulations 2019

means the “Solvency 2 Regulation” as defined in, and amended
by, the UK Solvency Il EU Exit Regulations (and being the EU
Solvency |l Delegated Act as implemented, mutatis mutandis, as
“UK law” for the purposes of and pursuant to the EUWA into
Applicable Law and Regulation in the United Kingdom), as the
same may be amended and/or supplemented from time to time by
applicable law and regulation in the UK

refers to a share or other security recorded on the relevant register
of the share or security concerned as being held in uncertificated
form in CREST and title to which, by virtue of the CREST
Regulations, may be transferred by means of CREST

means the agreement dated 3 July 2025 between the Company
and the Joint Bookrunners, a summar of which is set out in
paragraph 9.1.2 of Part XVII (Additional Information)

means RBC Europe Limited and ABN AMRO Bank N.V.

means Unmatched Stock Event instructions, as defined in the
CREST Regulations

means value added tax
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APPENDIX 1

HSBC LIFE (UK) LIMITED’S FINANCIAL STATEMENTS
TOGETHER WITH THE AUDIT REPORTS

PART 1

FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER
2024 TOGETHER WITH THE AUDIT REPORT
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HSBC Life (UK) Limited

Independent auditors' report to the
members of HSBC Life (UK)
Limited

Report on the audit of the financial statements
Opinion

. In our opinion, HSBC Life (UK) Limited's financial statements:
— give a true and fair view of the state of the Company’s affairs as at 31 December 2024 and of its profit and cash flows for the year then )
ended;
— _have been properly prepared in accordance with UK-addpted international accounting standards; and
~ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Accounts (the * Annual Report ), which comprise: the
Statement of financial position as at 31 December 2024; the Statement of comprehensive income, the Statement of cash flows, the Statement
of changes in equity for the year then ended; and the notes to the financial statements, comprising material accounting policy information and
other explanatory information.

Our opinion is consistent with our reporting to the Risk and Audit Committee (‘RAC").

Basis for opinion '

We conducted.our audit in accordance with International Standards on Auditing (UK) (“"ISAs (UK)") and applicable law. our responsibilities under,
ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements section of our report. We -believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. .

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial - ‘
statements in the UK, which includes the FRC's Ethical Standard, as applicable to public interest entities, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

To the best of our knowledge and belief,.we declare that non-audit services prohibited by the FRC's Ethical Standard were not provided.

Other than those disclosed-in note 7. we have provided no non-audit services to the cdmpany in the period under audit.
Our audit approach

Overview
Audit scope

- We performed a full scope audit of the complete financial information of the entity- in accordance with our materiality and risk assessment.

Key audit matters ,
— Subjectivity in mortality and morbidity assumptlons in insurance contract liabilities.

~ Subjectivity in expense assumptions in insurance contract liabilities.

' Matenallty
-Overall materiality: £21,495,569 (2023: £17 401,311) based on 0.5% of total assets.

— Performance materiality: £16 121,677 (2023: £13,050,983). .
The scope of our audit

As part of deS|gn|ng our audit, we determined materlallty and assessed the risks of materlal misstatement in the f|nanC|aI statements.

Key audit matters

Key audit matters are those matters that in the auditors’ professional judgement, were of most significance in the audit of the financial
statements of the current period and include the most significant assessed risks of material misstatement (whether or not due to fraud)
identified by the auditors, including those which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit;
and directing the efforts of the engagement team. These matters, and any comments we make on the results of our procedures thereon, were
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.
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HSBC Life (UK) Limited

This is ndt a complete list of all risks identified by our audit.

Adoption of IFRS 17 and restatement of comparatives; and valuation and recoverability of deferred tax asset, which were key audit matters last
year, are no longer included because of IFRS 17 being fully implemented at the 31 December 2023 year end and due to the recognition of the
deferred tax asset at the 31 December 2023 year.-end and its subsequent utilisation during the year which has reduced the value of the asset.
Otherwise, the key audit matters below are consistent with last year.

S imatey il Slou e udifaadressed thelkey Jaudigmatten

Subjectivity in mortality and morbldlty assumptions in insurance
contract liabilities.

Refer to accounting policy 2 (b} and note 4 to the financial statements
regarding this area. A sensjtivity analysis is included in note 3.

Insurance contract liabilities are sensitive to theAassumptiQns used,
with those relevant to mortality and morbidity highlighted as those
having the most material impact on the valuation of insurance contract
liabilities. There is a risk that the assumptions are not appropriate
given the variability in experience, the potential impact of Covid-19,
the relatively small size of the Company’s business and the pool of
data from which to assess experience. In calculating the inSurance
contract liabilities, management uses the company's-own historical
experience and available market data in the calculation of appropriate
assumptions. In doing so there is a risk that mortallty and morbidity
assumptions may not be appropriate.

We performed the following audit procedures to test the significant
judgements made in setting the mortality and morbidity assumptions:
= We audited the experience analysis. for mortality and morbidity
including testing the design and operational effectiveness of controls
in the experience analysis processes, as well as the results and
judgements applied to this data in the setting of assumptions;

- We have tested the reasonableness of the methodology used to
perform experience studies with reference to relevant -rules and
actuarial guidance and our understanding of the approaches used in
the wider market;

- We audited the appropriateness of the assumpnons including the
selected mortality tables and mortality improvement assumptions in
light of the specific characteristics of the business, industry practices,
and any other available information such as general population data;

" - We assessed management's considerations in relation to the long

term impacts of COVID-19 and other trends in the UK on results of
experience analysis and in the allowance made for potential changes
in current and future expected rates of mortality;

- We have compared the assurance mortality assumptions against
those adopted by peers using our annual benchmarking survey of the

: market and

- We have audited the impact of assumption changes on results by
considering the movement in reserves and the sensitivity of
management's calculations and as such their susceptibility’ to
manipulation by management. '

Based upon the results of our testing, we consider the mortality and
morbidity assumptions used in the calculations of insurance contract
liabilities to be appropriate.

Subjectivity of expense assumptions in insurance . contract
liabilities.

Refer to accounting policy (b) and note 4 to the financial statements
regarding this area. A sensitivity analysis is included in note 3.

Future maintenance expenses and expense inflation assumptions are
used in the measurement of the best estimate liabilities. The
assumptions reflect the expected future expenses that will be
required to maintain the in-force policies at the balance sheet date.
The assumptions used require significant judgement which includes
how expenses are allocated between maintenance and acquisition
expenses as well as how expenses are split between attributable and
non-attributable costs under IFRS 17. In addition to the amount
allowed for in the valuation model an expense overrun reserve is
recognised to address the risk that modelled expense amounts are
insufficient to cover the future expenses of the portfolio. The
calculation of the insurance contract liabilities is sensitive to changes
in allocations between categories, changes in the underlying expense
assumptions and the methodology used to calculate the expense
overrun manual reserve. As such, there is a risk that the expense
assumptions are not appropriate or supportable where inappropriate
judgements have been made. Such matters may.have a material
impact on the reported results. Key areas of judgement taken in
setting the Company's expense assumptions include estimation of the
" projected cost base and associated volumes of policies in force, both
in the short term and any changes to this over time.

We have performed the following audit procedures:

- We tested the design and operating effectiveness of management'’s
controls over the approval of assumptions and input of maintenance
expense assumptions into the valuation models;

- We evaluated the completeness and accuracy of the total cost base
and allocation of expenses to the appropriate cost centre;

- We tested and, where relevant, chailenged the appropriateness of
the cost allocations between attributable and non attributable costs;
and acquisition and maintenance expenses, and validated the split by
agreeing a sample of cost centres to supporting evidence;

- We validated that there are. no material unexpected differences
between the projected costs and the actual incurred costs in the
financial year to 31 December 2024 that would have a material
impact on the valuation of insurance contract liability;

- We agreed the allocation of expenses was made in accordance with
the allocation model. We assessed the reasonableness of the per
policy expense assumptions made in the calculations of insurance
contract provisions, by ensuring they accurately reflect the agreed
allocated expenses, are based on appropriate in force policy counts
and are sufficient to cover future expected costs;

- We assessed the appropriateness of the rate at which expenses are
assumed to inflate in the- future, taking into account current and
future market expectations of earnings inflation; and

- We have audited the appropriateness and mathematical accuracy of
the expense overrun provision held as at 31 December 2024.

Based upon the results of our testing the expense assumptions used
in the insurance contract liabilities are appropriate.
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How we tailored the audit scope .
" We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the financial statements as a '
whole, taking into: account the structure of the company, the accounting processes and controls, and the industry in which it operates ’

As part of designing our audit, we determined materiality and assessed the risks of matenal misstatement in the financial statements.

The impact of cllmate risk on. our audit

As part of our audit we made enquiries of management to understand the exterit of the potential impact of climate risk on the Company’s
financial statements, and we remained alert when performing our audit procedures for any indicators of the impact of climate risk. Our
. procedures did not identify any material impact as a result of climate risk on the Company’s financial statements.

Materiality

The scope of our audit was influenced by our application of materiality We set certain quantrtative thresholds for materrality These, together
with qualitative considerations, helped us t6 determine the scope of our audit and the nature, timing and extent of our audit procedures on the
individual financial statement line items and disclosures and in evaluatlng the effect of misstatements, both individually and |n aggregate on the
financial statéments as a.whole. :

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Overall Company materiality ) £21,495,569 (2023: £17, 401 ,311)
How we determined it 0.5% of total assets
Rationale for benchmark applied We believe the main users of the financial statements, being polxcyholders and the regulators are most

focused on balance sheet strength and ability to pay future claims. As such, we havé chosen a balance sheet
benchmark of total assets which is a generally accepted auditing benchmark.

We use performance materiality to reduce to an appropriately low level the probabilityv that the aggregate of ‘uncorrected and undetected
misstatements exceeds overall materiality. Specifically, we use performance materiality in determining: the scope of our audit and the nature
and extent of -our testing of account balances, classes of transactions and disclosures, for example ‘in determining sample 'sizes. Our
performance materiality was 75% (2023: 75%) of overall materiality, amounting to £16,121,677 (2023: £13,050,983) for the company financial
statements.

In determining the performance materiality, we considered a number of factors - the history of misstatements, risk assessment and
aggregation risk and the effectiveness of controls - and concluded that an amount at the upper end of our normal range was appropriate.

We agreed with the Risk and Audit Committee ('RAC’) that we would report to them misstatements identified during our audit above '
£1,074,778 (2023: £870,066) as well as misstatements below that amount that, in our view, warranted reporting for qualitative reasons.’

Conclusions relating to going concern

Our evaluation of the directors’ assessment of the company'’s ability to continue to adopt the going concern basis of accounting included:

— Evaluating management'’s stress and scenario testing |nclud|ng the Solvency Capital Requirement and Risk Margin. Thrs mcluded
consideration of the impact of downside scenarios;

- The review of correspondence with the PRA;

— The review of board papers and attendance at RAC meetings;

— The challenge of management’s key actuarial assumptions for appropriateness within the current business environment; and

— An assessment of the balance sheet, liquidity and solvency position at the year end.

Based on the work we have performed, we have not |dent|fred any material uncertainties relating to events or conditions that, individually or
collectively, may cast significant doubt on the company’s ability to continue as a gomg concern for a period of at least twelve months from
when the financial statements are authorised for issue.

In auditing the financial statements, we have concluded that the directors’ use of the gorng cohcern basis of accountrng in the preparatron of
the financial statements |s appropriate.

However, because not aII future events or condltrons can be predicted, thrs conclusion is not a guarantee as to the company's ability to
continue as a gomg concern. ’

Our responsnbihties and the responsibilities of the directors with respect to goung concern are described in the relevant sections of this report.

Reporting on o‘ther information , . .
The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ report thereon.
The directors are responsible for the ‘other information. Our opinion on the financial statements does- not cover the other information and,

accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance
thereon.

‘In connection with our audit of the financial statements, our responsibility is to'read the other information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If we identify an apparent material inconsistency or material misstatement, we are required to perform procedures to
conclude whether there is a material misstatement of the financial statements or a material misstatement of the other information. If, based on
the work we have performed, we conclude that there is a material misstatement of this other |nformatlon we are required to report that fact.
We have nothing to report based on these responsibilities. . .
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With respect to the Strategic report and Report of the Drrectors we also consudered whether the  disclosures required by the UK Compames
Act 2006 have been included. .

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters as
described below. .

Strategrc report and Report of the Directors

" In our opinion; based on the work undertaken in the course of the audit, the information given in the Strategrc report and Report of the

" Directors for the year ended 31 December 2024 is consistent with the financial statements and has been prepared in accordance with
applicable legal requirements : .

In light of the knowledge and understandmg of the company and its environment obtamed in the course of the audit, we did not |dent|fy any
material misstatements in the Strategrc report and Report of the Directors.

i

Responsibiliti»es for the financial statements. and the audit "
Responsibilities of the directors for the financial statements

As ‘explained more fully in the, Statement of Directors’ responsibilities, the directors are responsible for the preparation of the frnancral
statements in accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are also
responsible ‘for such internal control as they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error. .

In preparing the financial statements the directors are responsible for assessing the company’s ability to continue as-a going concern,
disclosing, as applicable, matters related to going’concern and using the going concern basis of accounting unless the directors either intend to
liquidate the company or to cease operauons or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as .a whole are free from material misstatement,
wheéther due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs {UK) will always. detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with our responsibilities,
outlined above; to detect material misstatements in respect of |rregular|t|es mcludmg fraud. The extent to whrch our procedures are capable of
detecting irregularities, including fraud, is detailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with Ia'ws and regulations
related to the Companies Act 2006, the Prudential Regulation Authority's regulations, the Financial Conduct Authority's regulations and UK tax
legislation, and we-considered the extent to which non-compliance might have a material effect on the financial statements. We evaluated
" management's incentives.and opportunities for fraudulent manipulation of the financial statements (including the risk of override of controls),
and determined that the principal risks were related to management bias in accounting estimates and posting inappropriate Journal entnes to
increase revenue. Audit procedures performed by the engagement team included:

‘= Discussions with the Risk and Audit Committee, management (including those involved in the Risk and Compliance function) and Internal
Audit, including consideration of known or suspected instances of non-compliarice with laws and regulation and fraud'

—~ Assessment ot matters reported on the Company’s whistleblowing reguster and the results of management's mvestrgatron of such matteérs;
— Reading key correspondence with the Prudential Regulation Authority and the Financial Conduct Authority;

. — Reviewing relevant meeting minutes including those of the Board, Risk and Audit Commrttee the Executive Committee and Technical
Governance Committee, as well as attendung the Risk and Audit Committee; .

— Reviewing data regarding pohcyholder complamts the Company's register of litigation and claims, Internal Audlt reports, complrance reports
in so far as they related to non-compliance with laws and regulations and fraud;

— Procedures relating to the valuation of insurance contract liabilities, in particular mortality, morbidity and expense assumptions described in
the key matters above; ) '

- Validating the appropriateness of journal entries |dent|f|ed based on our fraud risk cnterra and
C - Desrgnmg audrt procedures to incorporate unpred|ctab|||ty around the nature, timing or extent of our testing.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of non-compliance with
laws and regulations that are not closely related to events and transactions reflected in the financial statements. Also, the risk of not detecting a
material misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate
-concealment by, for example, forgery or intentional misrepresentations, or through collusion. '

Qur audit testing might include testmg complete populations of certain transactions and balances, possrbly using data audmng techniques.
However, it typically involves selecting a limited riumber of items for testing, rather than testing complete populations. We will often seek to
target particular items for testing based on their size or risk characteristics. In other-cases, we will use audit sampling to enable us to draw a
conclusion about the population from which the sample is selected. .

A further descnptron of- our responsibilities for the audit of the financial statements is. Iocated on the FRC's websne at: www.frc.org.uk/
auditorsresponsibilities. This description forms part of our auditors’ report. . .
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Use of thls report

This report, including the opinions, has been prepared for and only for the company’s members as a body in dccordance with Chapter 3 of Pan'
. 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for any other
- purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our prior
. consentin writing. : . .

Other required reportlng A
Companies Act 2006 exception reportrng

Under the Companies Act 2006 we are required to report to you if, in.our opinion:
- we have not obtained all the mformatron and explanations we require for our ‘audit; or ’

— adequate accounting records have not been kept by the'company, or returns adequate for our audlt have not been received from branches
not.visited by us; or .

— certain disclosures of dlrectors remuneration specmed by law are not made; or

- the financial statements’ are not in agreement with the accounting'records and returns.
We have no exceptions to report arising from this responsibility. ’
Appointment . _
FoIIowmg the recommendation of the Risk and Audit Committee ("RAC"), we were appormed by the members on 31 March 2015 to audit the

financial statements for the year ended 31 December 2015 and subsequent financial periods. The period of total unmterrupted engagement is
10 years, covering the years ended 31 December 2015 to 31 Décember 2024.

(§L_\.

NG}

Gary Shaw (Senior Statutory Abditor)

forand on behalf of Pricewaterho;useCoepers_ LLP
' Chartered Aceountants and Staturory Augiitors

London - ‘ o

. 28 March 2025
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Fmanmal statements

| Statement of comprehensnve mcome for. the year ended 31 December 2024

: T 2024 - 2023
£'000 . £'000
. . . . " Notes .

Insurance service revenue  © I : ’ 4 © 196,037 . 169,448
[nsurance service expenses - ) 4 (143,382} (143,735}
Net income / {expenses) from reinsurance contracts 4 4,193 ' (9,220}
Net insurance service result . 4. 56,848 ) 16,494
Net investment returns 4 26,473 12,399

- Net fees income 5 254 - 266
Net operating income before change in expected credlt losses . ) : 83,575 ° 29,159
Credit impairment losses ) . 5 B (80) (2,286)
Net operating income - ’ 83,495 R 26,873
Total operating expenses . ' . , ) 7 {10,228) - (9,392)
Profit before tax . . : o 73,267 17,481
Tax {(expense) / credit . 9 - (47,392) . 92,239
Proﬁt and total comprehenswe income for the year i . 25,875 109,720

For the year ended 31 December 2024 and prior yeaf comparatives, Insurance revenue, Insurance service expense and net income / (expenses)
from relnsurance contracts have been included on the face of the Statement of comprehensive income, in line with the requurements of IAS 1.

" The Company has no comprehenswe lncome or-expense other than the profit for the year recognised in the statement of comprehensive
income.

The accounting policies and notes on pages 16°to 49 form an integral part of these financial;statements.
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~ Statement of financial position as at 31 December 2024 ’
2024 2023"

. £000 " £'000
Notes
ASSETS
Financial assets at fair value through profit and Ioss .
~ Debt securities-fixed rate 0 - 103,731 - 40,954
-— Collective investment schemes i 10 3,769,502 © 3,095,510
- Cash and cash equivalents - i . . 10 173,138 . 168,523
Receivables, prepayments and accrued income L : - . 11 : 20,028 - 14,300
Deferred tax asset =~ - : . ) . 18 56,002 ] 88,456
Insurance contract assets ' ] ) 37,757 41,040
Reinsurance contract assets . ) . B 129,747 127,241
Total assets : a ) - .. 4,289,905 © 3,576,024
LIABILITIES AND EQUITY ' Cl
Liabilities ) )
Current tax liabilities ) ¢ ' 2,563 17,108
‘Insurance and other payables and deferred income 16’ . 30,052 30,224
Insurance contract liabilities - - ] - 3,002,992 2,330,232
Reinsurance contract liabilitie’s e ) T . 37,617 39,938
investment contract liabilities. - ' ) s 5 931,399 | 852,588
- Other provisions ' ) 7 - - 54
Deferred tax liabilities - . 8 . 8,527 .. —
Total liabilities i : N . ) 4,013,150 - 3,270,144
Equity : . . . . e :
Called up share capital . ) . : : 12 ' 94,375 . . 94,375
Retained earnings . e 182,380 211,505
Total equity ; ) - ) ; ) 276,755 305,880
- Total equity and liabilities . , j - . 4,289,905 3,576,024

: ' Reinsurance contract liabilities and Insurance and other payables and deferred i mcome pnor year comparanves have been restated as reinsurance contract
payables are now recognised within_ reinsurance contract llablhtles in the' current year.

The accounting‘ policies and notes on  pages 16 to 49 form an integral part of these financial statements.

These financial statements on pages 16 to 49 were approved by the Board of Directors on 28 March 2025 and were.signed on its behalf by:
Digitally signed by: .

Douglas CLOW

Date: 2025.03.28 15: ~

59:48 2

Director

Company Registered Number: 00088695
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Statément of cash flows;for‘th_e' year ended 31 De‘cember 2024

2024 2023'
Note £'000 £'000
" Cash flows from operating activities - . :
Profit before tax 73,267 17,481
Adjustments for: )
- interést receivable {13,351) {11,461}
- dividends receivable (31,383) {24.473)
-.interest payable 66 58
- amortisation — 422
. _Net fair value gains on financial assets (304,412) (198,862)
Net insurance finance expense 237,862 160,071
Changes in operating assets and liabilities
Net decrease in equity securities - 128
Net (increasel/decrease in debt securities (68,827) 16,154
Net (increase) in colléctive investments {363.519) (295,080}
Net (increase)/decrease in derivative financial instruments (10} -9
Net (increase) in receivables and prepayments . (5,730) (3,980)
Net decrease in insurance contract assets 3.282 2,151
Net (increase) in reinsurance contract assets (2,506) {18,156)
Net increase in insurance contract liabilities 434,899 271,655
Net (decreasel/increase in reinsurance contract liabilities (2.321) 9.915
Net increase in investment contract liabilities : 78,811 63,440
Net (decrease) in insurance and other payables and deferred income > ) {180} {10,708)
Net {decrease) in other provisions ) " (54) —
Cash generated from/{used in) operations 35,894 {21,236)
S »
Interest received on investments . 13,346 . 11,583
Dividends received on investments o 31,397 24,530
Interest paid (66) {58)
Income taxes paid {20,956) (442)
Net cash generated from operating activities 59,615 . 14,377
Cash flows.from financing activities
Dividend paid - (55,000) —
Net cash outflow from financing activities (55,000) —
Net increase in cash and cash equivalents 4,615 14,'377
Cash and cash equivalents brought forward 10 ) 168,523 154,146
- Cash and cash equivalents carried forward 10 " . 173,138 168,523

' Reinsurance contract Ilabllmes and Insurance and other payables and deferred income prior year comparatlves have been restated as reinsurance contract
payables are now recognised within reinsurance contract liabilities in the current year.

‘The Company classmes the net’ -acquisition of financial assets as operatlng cash flows, as these are funded from the net cash flows assoaated

. with insurance and |nvestment contracts.

The accounting policies and notes on pages 16 to 49 form an integral part of these financial statements.
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—
.

Statement of changes in equnty for the year ended 31 December 2024

Called up Retained Shareholders
share capital earnings equity
. £'000 £'000 £'000
" Year Ended 31 December 2024 . ) B
-1 January 2024 ) ) B 94,375 - 211,505 305,880
Profit for the year — 25,875 25,875
Total comprehensive i income for the year — 25,875 25,875
Transactions with the owners of the Company recognised dlrectly in eqmty: : R
Dividends to.shareholders - (55,000) (55,000} -
31 December 2024 94,375 182,380 276,755
-Year Ended 31 December 2023 - :
1 January 2023 94,375 101,785 196,160
- Profit for the year — 109,720 109,720
Total comprehensive income for the year — - 109,720 109,720
Transactions with the owners of the Company recognised dlrectly in equity: )
Dividénds to shareholders — — —
31 December 2023 211,505 * . 305,880

94,375

. The accountmg policies and notes on pages 16 to 49 form.an lntegral part of these fmanmal statements

Total shareholders' equity is whoIIy attnbutable to equuty shareholders
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Notes on the FlnanC|aI Statements

1. Basis of preparation

1.1. Basis of preparation

(a) Compluance with International Financial Reporting Standards

The financial statements of the Company have been prepared-in accordance with UK-adopted International Accounting Standards {IASs) and
with the requirements of the Compames Act 2006 as applicable to companies reporting under those standards.

. There were no unendorsed standards effective for the year ended 31 December 2024 affectlng these fmancnal statements and the Company s
application of |1ASs result in no dlfferences between |ASs.

(b) Standards adopted during the year ended 31 December 2024

No new accounting standards have been adopted by the Company in the yedr ended 31 December 2024.

(C) Future accounting developments

Minor amendments to IASs:

The IASB has published a number of minor amendments to IFRS's wh|ch are effective from 1 January 2025 The Company expects they wnII
have an insignificant effect, when adopted, on the financial statements, if applicable. .

Other amendments and new IFRS Accounting Standards -

. IFRS 18 'Presentatjon and Disclosure in Financial Statements’
In April 2024, the IASB issued IFRS 18 'Presentation and Disclosure in Financial Statements’, effective for annual reporting periods beginning
on or after 1 January.2027. The new accounting standard aims to give users of financial statements more transparent and comparable’
information about an entity's financial performance. It will replace IAS 1 ‘Presentation of. Financial Statements’ but carries over many
requirements from that IFRS Accounting Standard unchanged. In addition, there are three sets of new requirements relating to the structure of
the income statement, management-defined performance measures and the aggregation and disaggregation of financial information.

] tL . .
While IFRS. 18 will not change recognition criteria or measurement bases, it may have an impact on presenting information in the financial
statements, in particular-the income statement and to a lesser extent the cash flow statement The Company is currently assessing impacts
and data readiness before developing a more detailed implementation plan. .

(d) Presentation of information
The functional currency of the Company. is Sterling, which is'also the presentation currency of the financial statements.

The financial statements of the Company have been prepared in accordance with the Companies Act 2006 as applicable to compames using
" UK-adopted |ASs. The principal accounting policies applied in the preparatlon of these financial statements have been con5|stently applied to all
of the years presented, unless otherwise stated.

The Company is exempt from the requnrement to prepare group financial statements by virtue of section 400 of the Companies Act 2006. The
financial statements present information about the Company as an |nd|V|duaI undertaklng .

(e) Crmcal accounting es’umates and Judgements

‘The preparation of financial information requires the use of estimates and judgements about future conditions. In view of the inherent

uncertainties and the high level of subjectivity involved in the recognition or measurement of items, highlighted as the ‘Use of accounting

estimates and. judgements’ in section’ 2(i) below, it is possible that the outcomes in the next financial year could differ from those on which

management’s estimates are based. This could result in materially different estimates and judgements from those reached by management for

the purposes of these financial statements. Management's selection of the Company’s accounting policies that contain critical estimates and

judgements reflects the materiality of the items to which the pohcnes are applied and the h|gh degree of judgement and estimation uncertainty -
involved. .

Management has considered the impact of climate-related risks on the Company'e financial position and performance. While the effects of
climate change are a source of uncertainty, as at 31 December 2024 management do not consider there to be a material impact on our critical
_judgements and estimates from the physical, transition and other climate-related risks in the short to medium term. In particular management
has considered the known and observable potential impact of climate-related risks of associated |udgements and estimates in our fair value
calculations. .

(f) Going concern ,
The financial statements are prepared on a going concern basis, as the Directors are satisfied that the Company has the resources to continue
in business for the foreseeable future. In making this assessment, the Dlrectors have con5|dered a wide range of information relatmg to
present and future conditions, mcludmg : '

- Cur.rent capital requirements and resources;
= Projected capital requirements and solvency ratios;

- Future projections of profitability;

- Cashflow projections;

— Current and forward looking liquidity adequacy, including scenario analyses;

- Considerations of stressed scenarios that reflect the uncertainty in ongoing structural changes from the Russia-Ukraine and Israel-Hamas
wars, rising inflation as a result of disrupted supply chains globally, climate change and other top and emerging risks, as well as from the
related impacts on proﬂtabllnty capltal and I|qwd|ty
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Notes on the Financial Statements
continued

1. Basis of preparation (continued)

1.1. Basis of preparation (continued)

(g) General information
HSBC Life iUK) Limited is a company domic'iled and incorporated in England and Wales. ,

2. Summary of significant accountlng policies

(a) Financial Instruments

Financial instruments cover a wide range of financial assets including financial investments, other receivables, cash and cash equivalents and
. financial liabilities, including investment contract liabilities, and-trade payables.

Classification and measurement of financial assets and. financial liabilities
A financial asset is initially measured at fair value plus, for an item not at fair value through profit and loss (‘FVTPL’), transaction costs directly
attributable to its acquisition.

A financial asset is classified, on initial recognition, as measured at: amortised cost; fair value through other comprehensive income ('FVOCI’)
debt instrument; FVOCl-equity investment; or FVTPL. The classification of financial assets depends on;

c - The purpose for which they ‘were acquired;
— The business model in WhICh the financial asset is managed and- .
— . Its contractual cash flow characteristics. This classlflcatlon determines the subsequent measurement basis. ‘ '

Busmess model

The Company manages its financial instruments on a fair value basis. The Company manages the busmess and makes business decisions on an
economic capital basis. This is determmed on a Solvency Il basas WhICh requares assets and liabilities to be valued at fair value (best estimate
liabilities for technical provisions). .

The performance of the assets is evaluated and reported to management on a fair value basis. The' economic capital balance sheet and the
investment returns (fair value movements and interest) are reported-to management and evaluated at governance meetings (Assets and .
Liabilities Management Committee "ALCO" and Risk and Audit Committee) on a fair value basis.

— " Financial investments are measured at fair value through profit and loss.
— Receivables. These are non-derivative financial assets with fixed or determmable payments that are not quoted i in an active market.

All financial assets classified at fair value through profit or loss are managed and thelr pen‘ormance evaluated, on a falr value basis.

Purchases and sales of fmanmal assets are recognised on the trade date, which is when the Company commits to purchase or'sell the assets.
Other financial assets are de-recognised when contractual rights to receive cash flows from the investments expire, or when the investments,
together with substantially alf the risks and rewards of ownership, have been transferred . .

Financial assets are initially measured at fair value. After initial recognition, the Company measures flnancua| assets classified at fair value
‘through profit or loss at fair value, without any deduction for transaction costs it may incur on disposal. The fair value of quoted investments are
their quoted bid prices at the statement of financial position date. Certain financial assets are valued using a valuation technigue:

—. Unlisted debt securities relate to short term instruments and are valued by reference to the yields on the instruments (see note 10);

Realised gains and losses, and unrealised gains and losses arising from changes in the fair value of financial assets at fair value through profit or
loss, are included in the income statement in the period in which they arise. Net fair value gains/losses on financial instruments classified at fair
value through profit or loss are reported in the income statement as financial income rncluswe of interest received and receivable from debt

securities. . .

Dividends from collective investments are included in financial income on the date that the securities are quoted ex dividend. -
Interest income represents interest calculated on an effective interest basis.

Determination of fair value .

All financial instruments are recognised initially at fair value, except for receivables that are recogmsed initially at fair value plus directly
attributable transaction costs. In the normal course of business, the fair value of .a financial instrument on initial recogmtlon is the transaction
prlce {that is, the fair value of the consideration given or recelved)

Subsequent to initial recognition, the fair values of financial mstruments measured at falr value that are quoted in active markets are based on
bid prices for assets held and offer prices for liabilities issued. When independent prices are not available, fair values are determined by using
valuation techmques which refer to observable market data. These include comparison to similar instruments where market observable prices
exist, discounted cash flow analysis and other valuation techniques commonly used by market parncrpants
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HSBC Life (UK) Limited

Notes on the F|nanC|aI Statements
(continued

2. Summary of significant accountlng poI|C|es (contlnued)

(a) Financial Instruments (Contlnued)

Cash and cash equnvalents

For the purpose of the cash flow statement, cash and cash equivalents mclude highly Ilqwd mvestments that are readily convertible to known
amounts of cash and which-are subject to an insignificant risk of change in value. Such investments are normally those with less than three
months’ maturity from the date of acquisition, and include cash. )

Cash and caSh equiva!ents comprise cash balances and short term deposits all of which are classified as FVTPL.

Trade payables and receivables :
Due to the short term nature of trade payables and recelvables their carrylng amount is consrdered to be the same as their fair value.

Financial liabilities
The Company also determines cIassuflcatnon of flnancral liabilities as FVTPL as per the business model. For investment contracts please refer to -
note 2(c).

Impairment of financial assets

An expected credit loss ('ECL’) impairment model apphes to financial assets measured at amomsed cost, contract assets and debt investments
at FVOCI, but not to investment in equity instruments. The Company's business model is a fair value business model and therefore there is no
impairment impact on financial investments and derivatives, as both are at FVTPL. ‘

Recervables are credlt—lmpaned when there is observable data that the following events have taken place:

- Slgnlfucant financial dlfflculty of the mtermedlary e.g. known cashflow difficulties expenenced by the intermediary, or deterioration in the
financial ‘condition or outlook of the borrower such that its ability to repay is considered doubtful;

— Abreach of contract, such as a default or past due event, e.g. contractual payments of either principal or mterest being past due for more
than 90 days; :

— Itis becoming probable that the intermediary will enter bankruptcy or other flnancml reorganisation;

- A concession granted to the intermediary for economic or legal reasons relating to the intermediary’s financial dlfflculty that HSBC would not . '
otherwise consider, e.g. forgiveness or postponement of principal, interest or fees, where the. concessron is not insignificant. :

In such crrcumstances the credit impairment loss will be recogmsed in the Statement of profit or loss and other comprehensive income.

(b) Insurance contracts

A contract is classified as an insurance contract where the Company accepts significant insurance risk from another party by agreemg to
compensate that party if it is adversely affected by a specified uncertain-future event. An insurance contract may also transfer financial risk, but
is accounted for as an insurance contract if the insurance risk is significant. In addition, the Company issues insurance contracts with direct
par‘(icipation features (‘unit-linked’), which are also accounted under IFRS 17 ‘Insurance Contracts'.

Aggregation of insurance contracts

Individual insurance contracts that are managed together and subject to similar risks are identified as a portfolio. Contracts that are managed
. together usually belong to the same product group, and have similar characteristics such as berng subject to a similar pricing framework or-
similar product management, and are issued by the same legal entity. If a contract is exposed to more than one risk, the dominant risk of the
contract is used to assess whether the contract features similar risks. Each portfolio is further separated by the contract’s expected profitability.

The portfolios are split by their profitability into: (i) contracts that are onerous at initial recognition; {ii) contracts that at initial recognition have no
significant possibility of becoming onerous subsequently; and {iii) the remaining contracts. These profitability groups are then divided by issue
date, with most contracts the Company issues after the transition date being grouped into calendar quarter cohorts. Currently no contract are
- being assigned to category (i) as there is no evidence to support thls aIIocatron

The measurement of the insurance contract liability is based on groups of insurance contracts as established at mmal recognition, and wrll
include fulfilment cash flows as well as the CSM representing the unearned profit. The Company has elected to Update the estimates used in
the measurement on a year-to-date basis.

"Fulfilment cash flows.
The fulfilment cash flows comprise the following:

(i) Best estimates of future cash flows .

The cash flows within the contract boundary of each contract in the Company include amounts expected to be collected from premiums and
payouts for claims, benefits and expenses, and are-projected using a range of scenarios and assumptions in an unbiased way based on the
Company's demographic and operating experience along with external mortality data where the Company’s own experlence data is not’
suffnaently large in size to be credible. .
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HSBC Life (UK) Limited

Notes on the Fi‘nancialS‘tate’ments
continued

2. Summary of S|gn|f|cant accountmg polucues (contmued)
(b) Insurance contracts (contmued)

iy Adjustment for the time value of money (i.e. discounting) and fmancual risks associated with the future cash flows
The estimates of future cash flows are adjusted to reflect the time value of money and the financial risks to ‘derive an expected present value.

A bottom-up approach is used to determine the discount rate to be applied to a given set of expected future cash flows. This is derlved as the
sum of the risk-free yield and an illiquidity premium. The risk-free yield is determined based on observable market data, where such markets are
considered to be deep, liquid and transparent. When information is not available, management judgement is applied to determine the
appropriate risk-free yield. llliquidity premiums reflect the liquidity characteristics of the assoc:ated msurance contracts. The characteristics of
_the insurance contracts support a zero iliquidity premium. :

.

iy Risk adjustment for non-financial risk

The risk adjustment reflects the compensat|on required for bearing the uncertainty about the amount and timing of future cash flows that arises
from non-financial risk. It is calculated as a 75th percentile level of stress over a one year period. The level of the stress is determined with
reference to external regulatory stresses and internal economic capital stresses.

The Company does not disaggregate changes in the risk adjustment between insurance service result (compnslng insurance revenue and
insurance service expense) and insurance finance income or expenses. All changes are included in insurance service result.

Measurement models

The variable fee approach ('VFA') measurement model is used for contracts |ssued by the Company which is mandatory upon meetlng the
following criteria:

— The contractual terms specify that the policyholder participates in a share of a clearly identified pool of underlying items; |

- 'The Company expects to pay to the policyholder a substantial share of the fair value returns on the underlymg items. The Company
considers that a substantial share is a majority of returns; and .

- — The Company expects a substantial proportion of any change in the amounts to be paud to the pohcyholder to vary. with the change in fair
) value of the underlying items. The Company considers that a substantial proportion is a majority proportion of change on a present value
probability-weighted average.of all scenarios.

The remaining contracts issued and the reinsurance contracts held are accounted for under the.general measurement model ((GMM’).

- CSM and coverage units
The CSM represents the unearned profit and results in no income or expense at mmal recognition when the group of contracts is profutable The
CSM s adjusted at each subsequent reporting period for changes in fulfilment cash flows relating to future service (e.g. changes in non-
economic assumptions, including mortality and morbidity rates). For initial recognition of onerous groups of contracts and when groups of -
contracts become onerous subsequently, losses are recognised in msurance service expense immediately.

For groups of contracts measured using the VFA, changes in economic experience and economic assumption changes adjust the CSM,
whereas these changes do not adjust the CSM under the GMM, but are recognised in profit or loss as they arise. .

The CSM is systematlcally recognised in insurance revenue to reflect the msurance contract semces provided, based on the coverage units of
the group of contracts. Coverage units are determined by the quantity of benefits and the expected coverage period of the contracts.

The Company identifies the quantity of the benefits provided as follows:

— For insurance coverage - based on the expected net policyholder insurance benefit at each period after allowance for decrements, where net
policyholder insurance benefit refers to the amount of sum assured less the fund value or surrénder value. :

- For investment services (including both investment-return service and investment-related service) - based on a constant measure basis
which reflects the provision of access forthe policyholder to the facility.

For contracts that provide both insurance coverage and mvestment services, coverage units are weighted according to the expected present
value of the future cash outflows for each service.

Insurance service result )

Insurance revenue reflects the consideration to which the Company expects to be entitled in exchange for the provision of coverage and other
insurance contract services (excluding any investment components). Insufance service expenses comprise the incurred claims and other
incurred insurance service expenses (excluding any investment components) and losses on onerous groups of contracts and reversals of such
losses. !

Insurance. finance mcome and expenses

Insurance finance income or expenses compnse the change in the carrying amount of the group of insurance contracts arusmg from the effects
of the time value of money, financial risk and changes therein. For VFA contracts, changes in the fair value of underlying items (excludmg
-additions and withdrawals) are recognised in insurance finance income or expenses.
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'HSBC Life (UK) Limited

Notes on the Financial Statements
continued

2. Summary of significantaccounting policies (continded_)

(c)  Investment contracts

Classification
Contracts under whrch the transfer of insurance -risk to the Company from the pohcyholder is not significant are classified as investment
contracts. .

Recogpnition and measurement

* Amounts collected on investment contracts, which primarily involve the transfer of financial risk, are accounted for using deposit accounting,
under which the amounts collected are credited directly to the statement of financial position, as an adjustment to the investment contract
liability to the policyholder, and payments to policyholders are debited against the statement of financial posrtron liability.

All investment contracts issued include the provision of investment management services. These services are accounted.for in accordance with
IFRS 15 Revenue from contracts with customers where the revenue associated with the service component is recognised by reference to the
stage of completion of the transaction. The Company recognises annual management fees, based on the policyholder's account value, when
due. Any front-end fees-deducted from premiums received, prior to allocation of units to the policy, are spread over the expected period of the

contract, based on the latest assumptions.
!

Liability. measurement

Liabilities in relation to unit-linked investment contracts are classified under IFRS 9 requirements as at fair value through profit or loss. The .
financial liability is measured using a valuation technique, based on the carrying value of the assets and liabilities that are held to back the
contract, adjusted to take account of the effect on the liabilities of the discounting for the time value of tax payments on assets sold in the fund.

These liabilities are classified as fair value through profit and loss as this group of liabilities, together with the related unit-linked assets, are
managed, and their performance evaluated, on a fair value basis.

(d) Revenue
Revenue comprises insurance contract revenue, fees and commission income and flnancral income. Financial income |s detarled above in note
2(a) Financial instruments. :

The accountrng policy in relatlon to revenue from insurance contracts is disclosed in note 2{b) in the Insurance Service Result section.

Fee and commission income
Fees and commission income includes-fees on’investment management services contracts that are recognised as the servrces are provided
and that it is highly |mprobable that these will be reversed. ) . .

Fees and commissions that do not requrre the Company to render further services are recognised as other income by the Company ‘when they
become recervable .

(e) Income Tax
Income tax comprises current and deferred tax and is recogmsed in the income statement. -

Current tax is the tax expected to be payable on the taxable profit for the year calculated using tax rates enacted or substantively enacted by
- the end of the reporting period and any adjustment to tax payable in respect of previous years Current tax assets and liabilities are offset when
the Company mtends to settle on a net basis and the legal right to offset exists.

Deferred tax is recognised on temporary differences between the carrying amounts of assets and habrlmes in the statement of financial position

and the amounts attributed to such assets and liabilities for tax purposes. Deferred tax liabilities are generally recognised for all taxable

temporary differences and deferred tax assets are recognised to the extent that it is probable that future taxable profrts will be avarlable against
“which deductible temporary differences can be utilised. . .

Deferred tax is calculated using the tax rates expected to apply in the periods in which the assets will be realised or the liabilities e‘ettle'd, based
on tax rates and laws enacted, or substantively enacted, by the end of the reporting period. Deferred tax assets and liabilities are offset when
they arise in the same tax reportrng group and relate toincome taxes levied by the same taxation authority, and when the Company has a legal
right to offset.

In addition to paying tax on shareholders' profits ('shareholder tax’), the Company pays tax on policyholders’ investment returns {'policyholder
tax’) on certain products at policyholder tax rates. The incremental tax borne by the Company represents income tax on policyholder's
investment return. Utilisation of historic.tax losses, means that the Company will only pay polrcyholder tax once the historic tax Iosses are fuIIy
utilised. .

(f) Foreign currencies
Transactions in foreign currencies are recorded in the functronal currency at the rate of exchange prevailing 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
end of the reporting period. Any resulting exchange differences are included in the statement of comprehensive income.
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HSBC Life (UK) Limited

Notes on the Financial Statements
(continued)

2. Summary of significant accounting policies (continued)

(f) Foreign currencies (continued) -

‘Non-monetary assets and liabilities that are measured at historical 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 liabilities measured at fair value in a foreign currency are
translated into the functional currency using the rate of exchange at the date the fair value was determined. Any exchange component of a gain
or loss on a non-monetary item is recognised in other comprehensive income if the gain or loss on the non-monetary item is recognised in
other comprehensive incomé. Any exchange. component of a .gain or loss on a non-monetary item is recognised in the statement of
comprehensive income if the gain or loss on the non-monetary item is recognised in the statement of comprehensive income.

Translation differences on items measured at fair value, such as equities held at fair value through profit or loss, are reported as part of the-fair
value gain or loss.

(g) Provisions

A provision is recognised in the statement of fmanmal position when the Company has a present legal or constructive obligation as.a result of a
past event, and it is probable that an outflow of economic benefits will be required to settle the obligation. Wheie appropriate, provisions are
determined by discounting the expected future cash flows at a-pre-tax rate that reflects currént market assessments of the time value of
. money and the risks specific to the liability.

(h) Share capltal

Shares are classified as equity when there is no contractual obligation to transfer cash or other financial assets. Incremental costs directly
attnbutable to the issue of equity instruments are recognised in equity as a deduction from proceeds net of tax.

Dlvndends payable in relation to equity shares are recognised as follows; final dlwdend payments are reflected in the financial statements in the
period in which they are declared and interim dividends in the period they are paid.

(i) Use of’acc_ounting estimates and judgements

When preparing the financial statements, it is the Directors’ responsibility to select suitable accounting policies and to make judgements and
estimates that are reasonable and prudent.

The Company makes estimates and assumptions concerning the future that have a significant risk of causing a material adjustment to the
reported amounts of assets and liabilities within the next financial year. Estimates and assumptions are continually evaluated and based on
assessments of historical experience and other factors, including expectations of future events that are believed to be reasonable under the
" circumstances. The final estimates also include an explicit risk adjustment to allow for uncertainty in the non-financial assumptions within the
estimates

Coverage umts . . .
The Company's approach to the determination of coverage units is 'set out in ‘Summary of significant accountlng policies’ in note 2(b).
Judgement was involved in the determination of the approach that most faithfully represents the nature of our business and the benefits that .
are ascribed to the policy holder over the duration of insurance contracts, as the 'standard does not specify a required basis for determination of
coverage units» The Company determined that the coverage unit basis that best reflects the provision of investment services is the availability
of the facility over time. For insurance business it is based on the expected net pohcyholder insurance benefit at each period after allowance for
decrements. . .

Discount rates -

The discount rate methodology is a fundamental assumption underpinning the IFRS 17 ‘reporting. While IFRS 17 does not specify the actual
methodology of setting the discount rate, it requires that the methodology should be market consistent, set based on the liability
characteristics, and that only financial risk should be aIIowed for in the dlscount rate. The Company has elected to apply the risk-free rate with
no adjustment for an illiquidity premium.

Expenses :

IFRS 17 requires the determination of whether cash flows are d|rectly attributable to the acquisition or fulfilment of insurance contracts.
Insurance acquisition cash flows are included in the measurement of a group of insurance contracts only if they are directly attributable to the
individual contracts in a group, or to the group itself, or the portfolio of insurance contracts to which the group belongs. When estimating
fulfilment cash flows, the Company also allocates fixed and variable overheads cash flows directly attributable to the fulfilment of insurance
contracts. Judgement is involved in identifying and allocating costs and this determination has been informed by time study assessments
which consider factors such as the allocation of frontline staff costs related to distribution including salaries, commissions and bonuses, and
associated overhead allocations. Assessments are also performed to determine the amounit of maintenance costs such as clalms handling,
policy administration and assomated overheads. -

Deferred tax asset .
A deferred tax asset has been recognised (Note 18, Deferred tax {(assets)/liabilities), relatlng to historic tax losses based on the recognmon and
measurement criteria in 1AS 12.

The Company is subiect to the UK's taxation regime for life assurance companies which seeks to tax the policyholder profits, where
appropriate, along with the shareholder (Company) profits. This is known as the "I-E” reglme {broadly any investment income plus gains on
_disposals of assets less expenses of management) .
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HSBC Life (UK) Limited

Notes on the Flnanolal Statements
(oonhnued)

2. ‘Summa'ry of significant accounting policies (continued)
(i) Use of accountlng ‘estimates and judgements (contlnued) '

Deferred tax asset. (contmued) :

Under the I-E regime only Basic Life Assurance and General Anniity Busrness (“BLAGAB") products, are subject to tax on an I-E basis. Where
there are more expenses than investment return and gains, the Company is in an Excess Expense (XSE) position and will have XSE to carry
forward. XSE is effectively a form of tax loss for which a deferred tax asset was recognised.

The deferred tax asset is recognised based on probable future taxable investment income and gains within 10 years.” Assumed mvestment-_ )

returns are.consistent with actuarial assumptions used in reserving and the Board approved financial resource plan (FRP), which includes new
business over the planmng period of 5- years

3. Management of i insurance and flnanCIaI risk

The Company issues contracts that transfer insurance risk or fmancral nsk or both. This section summarises- these risks and the way the
~ Company manages these risks. .

Insurance risk

The insurance contracts sold by the Company offer a lump sum or monthly income payable on death, on diagnosis of certain specufted critical

illnesses, or in the event of the policyholder being unable to work through long-term iliness, or on a combination of these benefits. The amount - -

of benefit payable may be fixed at the outset, increased at a fixed rate or with regard to a recognised index, or reduced over the course of the

contract. Alternatively, it may either. be linked to the value of unats allocated to the pollcy or based on the original premrum patd
1

" Depending on the type of contract, the customer premiums may be expected to be level. throughout the term. of the contract or |ncreased
annually on the anniversary of the mceptnon of the contract.

- For certain contracts, in the event of different expenence the Company may review the premium-payable by the customer.’ For other contracts
the customer premium is guaranteed throughout the term of the contract irrespective of any variations in experience.

The risk under any one insurance contract is the possibility that the insured event occurs, when it will occur and, in some cases, the uncertainty
of the amount of the resulting claim. By the very nature of an individual insurance contract, this risk is random and therefore unpredictable.
Experience shows that the larger the portfolio of 'similar insurance contracts, the smaller the relative var|ab|l|ty about the expected outcome will
be. .

The Company manages its insurance risk through strict undérwtiting procedures (developed in conjunction ‘with reinsurers) and claims -
management. These procedures are regularly reviewed internally and also by the Company s reinsurers. In addition, the Company s Risk
Management Meeting. regularly monitors and manages insurance risk issues.

The Company adopts ngorous approval procedures for new products "and pncmg reviews, close monitoring and- active management of
: remsurance arrangements and monltonng of emerging issues.

The Company'’s underwriting strategy is intended to ensure that the risks underwntten are diversified in terms of type of risk and the Ievel of
insured benefits. Medical selection is also included in the Company’s underwriting procedures, with premium varied to reflect the’ health
condition and family medical history of the applicants. The Company limits retention on individual lives for each type of insured benefit (e.g. ||fe
and critical iliness) by the use of proportional reinsurance. .

Historically, the Company has written a significant proportion of protection business where customers’ premiums are reviewable in Iine with
experience. This represents approximately- 15% (2023: 18%) of the current in-force protection business. The Company has obtained
reinsurance on a combination of reviewable and guaranteed terms for this business, and actively manages. the risk of a mismatch between the
reinsurance and the commitment to customers.

. The Company also writes protection busmess where customer premiums are guaranteed. The Company has obtained reinsurance on
guaranteed terms in order to match the comm|tment to customers. . .

The spread of business is generally geographically diverse within the United Krngdom meaning that the Company is not exposed to a significant
concentration of insurance risk on individual policies. However, the Company is exposed to a concentration of insurance risk on the protection
benefits provided as part of the flexible benefits package offered to the UK employees.of HSBC, of which the most material would bein -
respect of a catastrophe at the UK headquarters of HSBC Bank. The concentration risk was considered as part of the process of securing the

.business and appropriate reinsurance was put in place to ensure that the risk exposure remained within the risk appetite of the Company. )

The Company uses reinsurance appropriately to reduce variability of the losses incurred by the Company and has reinsurance contracts in place
to mitigate a propomon of mortality and morbidity risk. In addition, reinsurance is used where it is judged to be economlcally advantageous to
do so.
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HSBC Life (UK) Limited

Notes on the FlnanC|aI Statements
ConUnued

3. Management of insurance. and financial rlsk (contlnued)
Insurance risk (continued)

The Company’s current reinsurance treaties for the major new business lines are set out in the following table.

Business Type Operating T:ype‘ Retention Risk Type
Mortality {Internal Term business) Proportional 40% Risk rates
Morbidity (Internaf Critical illness). " Proportional 20% Risk rates
Mortality (External Term business) -Proportional : ) 5% Risk rates
Morbidity (Extérnal Critical illness) Proportional - R 20% ‘Risk rates
Group Term business Proportional . 10% Level Rate + Risk rates .
Group Critical lliness business Proportional ) 10% Level Rate + Risk rates
Group Income Protection ) Proportlonal : 0% "Level.Rate

Slmrlar proportional arrangements apply to exrstmg business. The Company makes use of reinsurance to reduce caprtal requirements where it-
is available on good economic terms. . . .

Sensitivities

The following table shows the sensitivity of Company’s profit and total equrty to reasonably foreseeable changes in non-economic assumptions.
These sensitivities are prepared in accordance with current IFRS 17. .

Mortallty and morbidity risk is typically associated wnth life lnsurance contracts The effect on proflt of an increase in rnortalrty or morbrdlty
depends on the type of business being written. . ,' ; '

Sensitivity to lapse rates depends on the. type of contracts being written. An increase in lapse rates typrcally has a negatlve effect on CSM (and
therefore expected future profits) due to the loss of future income on the lapsed policies. However, some contract lapses have a positive. effect .

_ on profit due to the existence of policy surrender’ charges and policies late on in the lifecycle will have a positive impact if lapses increase.

Expense rate risk is the exposure to a change in the allocated cost of administering insurance contracts. To the extent that increased expenses
cannot be passed on to polrcyholders an increase in expense rates will have a negative effect on our proflts

Sensntuvnty of the Company to insurance risk factors

Effect on CSM Effect on profit Effect on total

{net) after tax (net) equity {net).

. At 31 Dec 2024 , £000 £000 | £000
. 5% increase in mortality and/or morbidity rates’ (4,341) 412 412;
5% decrease in mortality and/or morbidity rates’ 3,547 (64) (64)
10% increase in'lapse rates (283) {1,598) {1,598)
10% decrease in lapse rates {15)- 1,480 1,480°
.10% increase in expense rates (6,531) - . {1,704) (1,704)
10% decrease in expense rates 6,54_2 . 1,690 1,690

At 31 Dec 2023 -

5% increase in mortality and/or morbidity rates' "{15,175) (1,652) (1,552)
5% decrease in mortality and/or morbidity rates' 17,604 ©1,238 - 1,238
10% increase in lapse rates (2,257) (2,889) (2,889)
10% decrease in lapse rates 2,212 2,288 2.288
10% increase in expense rates’ (6,206) (1,798) (1,798)
10% decrease in expense rates 6,253 1,213 1,213

Mortahty and morbidity sensitivities have been reduced in the current year from 10% to 5% scenario$ as the shock is deemed to be overly onerous and 5% more
closely aligns to market practlce The prior perrod comparatives have been restated

‘23
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Notes on the Financial Statements
continued

3. Management of i msurance and flnanC|aI risk (continued)
Asset/liability matching . |

The Company aims to manage its.assets using an approach that balances quahty, diversification, asset/habullty matching, liquidity and
investment return, whlle operating within a defined risk appetite. The Company’s senior management reviews and approves the investment
_ strategy on a periodic basis, establishes investment guidelines and limits, and provides oversight of the assetfliability management process.

For unit-linked insurance and investment contracts, the unit liability to policyholders is determined by the value of the assets in the unit-linked
portfolios. There is therefore no direct net equity price, currency, interest rate or credit risk éxposure to the Company for these contracts as the
risks are borne by the policyholders. However, indirect exposure to equities and interest rates arises though the customer charges as explained
further below. The following table analyses the Company's assets and liabilities between the main insurance and investment contract types:

Life dlrect ' Shareholder
. participating ) Investment assets and
At 31 December 2024 ) : . _contracts Life other . contracts liabilities ‘Total
£'000 - £'000 £000 £'000 £'000
Assets )
Financial assets at fair value through profit and loss .
— Debt securities-fixed rate : - - - 103,731 103,731
.= Collective investment schemes 2,778,195 - 936,355 54,952 3,769,502
— Cash and cash equivalents ) . 70,458 - 610 . 102,070 173,138
Loans, receivables and prepayments . . ) 619 . 17,683 7 1,719 20,028
Deferred tax asset i . ) - — = 56,002 : 56,002
Insurance contract assets . - 37,757 - . - 37,757
" Reinsurance contract assets .- (88} 129,835 — C— 129,747 -
Total assets . 2,849,184 185,275 936,972 318,474 4,289,905
Liabitities . - . .
Insurance contract liabilities < ] 2,826,399 ' 176,593 - — 3,002,992
Reinsurance contract liabilities 1,042 36,575 - ) — — ] 37,617
Investment contract liabilities L - - 931,399 — 931,399
Insurance and other payables and deferred income 21,743 - 2,736 5,573 ) . = 30,052
Other provisions ) - : - - - -
Deferred tax liabilities . . - - - 8,527 8,527
Current tax liabilities : - — : L= 2,563 2,563
Total liabilities ) 2,849,184 215,904 936,972 . 11,090 4,013,150
Life direct . Shareholder
' participating - Investment assets and
At 31 December 2023 contracts " Life other contracts liabilities Total
: j £'000 £'000 £'000 £'000 £'000
Assets ) '
Financial assets at fair value through profit and loss .
— Debt securities-fixed rate ' — — _— 40,954 40,954
— Collective investment schemes ) . . 2,123,244 . — 857,633 114,633 3,095,510
— Cash and cash equivalents 50.030 — 1,202 117,291 168,523
- Loans, receivables and prepayments ’ ' 1,429 . 11,236 — 1,635 ! 14,300
__Deferred tax asset — — - 88,456 - 88,456
Insurance contract assets i o — 41,040 — — 41,040
Reinsurance contract assets . 31 127,210, . — — 127,241
Total assets 2,174,734 179,486 . 858,835 362,969 3,576,024
Liabilities : -
Insurance contract liabilities ) ] 2,148,812 181,420 : — — 2,330,232
Reinsurance contract liabilities' . ) 1,549 - 38,389 — — 39,938
Investment contract liabilities , —_ — 852,588 : — 852,588
Insurance and other payables and deferred income' ) 24,373 (408} 6,248 1 30,224
Qther provisions — . 54 — — 54
Deferred tax liabilities — — — — —
Current tax liabilities : ) — — ) — 17,108 17,108
Total liabilities 2,174,734 219,455 858,836 17,119 3,270,144

' In the current year, reinsurance contract payables have been recogmsed w1th|n reinsurance contract liabilities. The prior year comparatives have been restated as a
resuh
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HSBC Life (UK) Limited

Notes on the FlnanC|a| Statements
conUnued

3. Management of insurance and fmancnal risk (contlnued)
Financial risk

The Company is éxposed to financial risk through its financial assets, financial liabilities, reinsurance assets and insurance liabilities. The key
financial risk is that the proceeds from its financial assets are not sufficient to fund the obligations arising from its insurance and investment
contracts. The'most important components of this financial risk are market risk, credit risk and liquidity risk.

Market risk

Market risk is the -risk of change in fair value of a financial instrument due to changes in interest rates, equity -prices or foreign currency
exchange rates. Equity and foreign exchange exposure, is substantially all contained within the unit-linked funds and the risk is borne by the
policyholders. However, the income for the Company from the unit-linked funds is derived from the annual management charges which are a
fixed percentage of the fund value. The Company also receives income on certain products in respect of tax deductions for investment income
and gains that are taxable for the Company. This income therefore vanes with the investment performance of the funds. Therefore, the charges
made are dependent on the level of the fund.

The ‘other’ investment portfolio contains small holdings of units in the unit-linked funds, relating to the operation of small box holdings of
unallocated. units, which generates-some equity exposure. These holdings are kept to a minimum and managed against agreed limits. The main
holdings within the ‘other’ portfolio are in collectives that hold debt securities and short term money market mstruments and ‘Debt securities’
which are government securities and corporate bonds.

Interest rate risk

The Company's net exposure to market nsk from changes in interest rates anses from its non-linked and ‘other’ mvestment portfolios as well
as from its liabilities. Intérest rates also' impact the fund values where customer funds have bond exposure and so the comments above
relating to equity also apply here. The Company operates investment guidelines for its shareholder assets, which include setting out the
matching policy of the Company. The investment strategy is.approved by the Board following review and recommendation by the Risk and
Audit Committee (RAC) which’is a formal sub-committee of the Board, and also by the HSBC Group Insurance Function. Compliance with
guidelines is monitored and exposures and breaches are reported to the Asset and Liability Management Committee.

Management monitor the Company's sensitivity to interest rate movements by considering the profit impact in stressed scenarios.

. Sensitivities -

The following table provides the impacts on the contractual service margin, proflt after tax and eqwty of the Company from reasonably possible
effects.of changes in selected interest rate and growth asset scenarios for the year. These sensitivities afe prepared in accordance with current
IFRSs and are based on changing one assumption at a time with other variables being held constant which in practice could be correlated.

The sensitivities are stated before allowance for management actions, which may mitigate the effect of changes in the market environment.

Sensitivity to market risk factors: _
' 2024 - : : 2023

Effect on . . Effecton . ) .
profit after - Effecton Effect on profit after Effecton * Effecton
: tax CSM total equity_ . tax -~ CSM total equity
. . £000 £000 . £'000 £°000 £'000 £'000
+100 basis point parallel shift in yield curves ' - - (
— Insurance & Reinsurance Contracts i 4,738 1,378 4,738 -~ 4,334 . 852 4334
-100 basis point parallel shift in yield curves . ) ]
— Insurance & Reinsurance Contracts : (6,691} - (1,726} (6.691) 6.474) . (398} (6,474)
10% increase in growth assets' ) . .
— Insurance & Reinsurance Contracts . 747 4,182 - 747 1,686 1,029 1,686
10% decrease in growth assets' : . ) . ) ) ) .
— Insurance & Reinsurance Contracts . (802) (3.865) - (802) (2,007) {960) {2,007) -

' "Growth assets primarily comprise investment fund and corporate bond holdings. - . . ‘

The analysis above has been prepared for an immediate change in values, including changes-in the value of related assets, and assumptions
with no allowance for management actions. The impacts shown reflect the effect on equity and profit and loss. The impacts are caused by
changes in the insurancé contract liability and assets through the underlying components which includes. the fulfilment cashflows and the
contractual service margin. The analysis follows the company’s accounting policy for these contracts including the treatment when the
contractual service margin cannot be adjusted to offset changes in the fulfllment cashflows and the change in CSM amortisation over the full
accounting period.
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HSBC Life (UK) Limited

Notes on the Fmanolal Statements
(Connnued)

3. Management ofi insurance and financial risk (contlnued)
Credit risk -

" The Company has exposure to credit risk on financial assets; this is the risk that a counterparty will be unable to pay the amounts due in fuII
whenthey arise: Where the exposure relates to assets held within the Companys unlt-hnked funds, the credit risk is borne by ‘the
pollcyholders .

The main areas where the Company has an exposure to credit nsk (i.e. excludrng the umt-hnked exposure) are..

= The default risk of a reinsurer currently used by the Company

- The default risk of debt |nstruments held within collective mvestment scheme holdings;

— The default risk of debt secuntres held by the Company; : :

~ The default risk of HSBC Bank plc in respect of the Company s deposit holdings; and

— The default risk of non-clawback of mdemnrty commission from rntermedranes in the event that policies Iapse

The Company.operates investment guidelines for its non-linked assets whrch set out the permitted assets that may be held and any limits to be
applied. Limits on exposure to a single counterparty are set by reference to the credit rating of the counterparty. The investment guidelines are

set out in the Investment Policy Document which is approved by the Asset and Liability Management Committee. Complrance with guidelines
is monitored and exposures and breaches are reported to the Assetand Liability Management Committee. .

Within the Company’s unit-linked funds, the credit risk is borne by the polrcyholders and not the shareholders The fund managers operate -
W|th|n agreed mvestment guidelines which specify the requrred credit quality for fund unvestments . .

Rernsurance is placed W|th counterparties that have undergone appropriate due dlhgence checks and have been approved by the HSBC Group

Insurance Function. Exposures and breaches against internal and regulatory limits are momtored and reported to the Asset and Luabrluty
Management Committee.

Intermediaries undergo due diligence checks before onboarding and sales, lapses and clawback of commission is-monitored and reported to -
the Distribution Oversight Forum and the Asset and Liability Management ‘Committee. Exposures are also managed by negotiating with
- intermediaries to have some commission paid on non-indemnity terms.

Credit exposure

Other than to its parent (see note 20) the only srgnrfrcant concentratrons of credit risk are in relatlon to the Company s rernsurers

Liquidity risk

Liquidity risk ‘is the risk that an insurance operatron though solvent, either does not have sufficient frnancral resources available to. meet its
obligations when they fall due, or can secure them onIy at excessive cost. Liquidity risk ‘may be able to be shared with policyholders for -
products with participating features. . .

- The Company has to meet daily calls on its cash resources, notably from claims‘arising on .its insurance and investment contracts. There is
therefore a risk that cash will not be available to settle liabilities when due. ) '

The Company'’s policy for managing this risk is to ensure that all investment securities held within the non-linked funds are capable of meeting
the Prudential Regulation Authority’s (PRA's) definition of ‘readily realisable’ to the éxtent that they are capable of berng realised for a value
.equivalent to at least 97.5% of their current market value within a period of seven days.

The Company also holds a suffraent level of cash balances at all times, such that normal operatronal cash flows can be met without the sale of
investments. Contingency arrangements are also available to the Company to ensure that short-term liquidity can be maintained in any extreme
or unforeseen circumstances.

For the unitdinked-funds, there is a risk that significant policyholder .outflows could exceed the short-term liquidity within the funds. The
Company has the power to defer settlement to policyholders in certain circumstances by between one and six months, dependung on the fund.

-Short- term liquidity management is undertaken on a daily basis. Longer-term liquidity risk is managed onan ongoing baS|s through the regular
review of the investment portfolio to alrgn the maturrty profile with that of the projected contract liabilities.

The Company has. developed a liquidity contingency plan which formally sets out how the Company will monitor potential Irquldlty issues and
the actions that will be taken in certain situations. . .

. Cashflow analysis, ‘to assess Company’s liquidity adequacy, was performed and the outcome was that the Company is expected to have
sufficient Irqurd funds over the next frve years, provided dividends are limited.

The approach adopted by management to assess liguidity risk is based on consideration of the rmpact of a number of stress tests on short-term
and medium-term cash flows :
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‘Notes on the Flnanc:|a| Statements
Connnued)

3. Management of insurance and financial risk (continued)
Liquidity risk (continued) |

The assumptions in the base scenario are then stressed in a number of scenarios to determme whether suffment liquidity can be generated
and at what cost. Any potentral issues are then addressed. .

The remaining contractual maturity of insurance contract liabilities is included in Note 4. ' o

The amounts of insurance contract liabilities that are payable on demand are set out by the product grouoing below:

2024 . 2023 )
Amounts Payable on Carrying Amount for Amounts Payable on . Carrying Amount for
A Demand these Contracts Demand these Contracts
‘ £000 , £000 £000 £'000
Life direct participating contracts .| 2,797,017 2,787,696 - 2,134,071 i 2,111,990
Life other contracts 59,305 - 215,296 52,168 218,242
Reinsurance contract liabilities' *- - 37,617 = 39,938
© At 31 Dec 2,856, 322 -~ 3,040,609 . - 2,186,239 2,370,170

in the current year, reinsurance contract payables have been recognlsed within remsurance contract Irabllmes The prior year comparatives have been restated as a
result . .

" Capital management L ,
The key objectives of the Company's capital management policy is to:

~ Enable the Company to write new business, that is, to meet the development costs of new contracts and the capital requirements from
writing new business;

— To ensure solvency, without the need for capital injection, on an ongoing basis Wlthstandmg ordinary volatility in economic and non-
economic experience, and in the event of mild stress scenarios; and .

- Protect against regulatory mterventnon '

The optimum level of capital buffer ensures that a capltal injection is not required over the planmng time horizon with an acceptable confidence
level to the Company's parent and excess capital is not sitting with the Company reducing return on capital to the shareholders.

The Company is required to hold regulatory capital in compliance with the rules issued by the Prudential Regulation Authority (PRA). Sélvency I, .
the Europe-wide prudential regulation framework, came into force on 1 January 2016 and has since been adopted by the PRA. In terms of .
Solvency Il, Pillar 1, the Company’s solvency capital requirement {SCR} is determined on a standard formula basis plus a voluntary capital add-
on, Solvency Il, Pillar 2, requires the Company to do its own assessment of the capital required for current and future risks. The Company will
then hold the maximum of the regulatory capital (SCR) and its own capital assessment. :

The target capnal level is 137% of the Company's assessment of the capital required, with a minimum absolute target buffer of £64million.
Where the actual capital exceeds the target level, a dividend payment should be considered to bring the solvency margin down to the target
level. Other considerations such as liquidity, projected new business sales, distributable réserves and reinsurance exposure are all considered
. when determining what level of dividends can be pa:d

The risk appetite is that the solvency margin should remain above 129% of the Company’s assessment of the capital required with a minimum
buffer of £45m. This is based on a 1 in 10 year event. In the current year, the Solvency Caprtal Reguirement is £210m (2023: £168m) and the
Solvency Ratig is 149% (2023: 164 %).

The Company has complied with the externally |mposed capital requirements to- WhICh it is subject at all times dunng the current and prior
. financial year.

The table below summarises the IFRS and regulatory capital held by the Company.

. o . , . 2024 2023
, . ‘ ) £'000 - £'000
Share capital i ) . . ) 94,375 94,375
Retained earnings a ) . 182,380 211,505
. ) 276,755 305,880

Adjustments to capital for regulatory purposes: ] .
—_replace IFRS reserves with Solvency Il Techmcal Provisions. - ) 86,683 61,602
— . IFRS 17 valuation differences ) {16,175) (5,425}
— other asset valuation differences < : . . : - 19
- _deferred tax . _ ' - (9.166}. (14,050}
Regulatory capital held ) . 338,097 348,026
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Notes on the 'Fi‘nahciatl Statements
continued

3 I\/Ianagement of insurance and flnanC|aI rlsk (contlnued) | )
Operational Risk

'Operatlonal risk is the risk of loss ansmg from madequate or failed internal processes people and systems, or from external events. The
Company manages its exposure to operational risk through the |dent|f|cat|on, categorisation and evaluation of individual risks ang by maintaining
appropriate control procésses to mitigate those risks. This is monitored through the Company’s Risk Management Meeting.

Model risk is one element of operational risk that the Company is exposed to. Model risk is the risk of Ioss arising from a financial model used
to measure risks or value transactions, -not working in the way it was designed to. The Company uses models for liability valuation, product
pricing and capital managemient. It manages model risk through establishing and maintaining appropriate systems of internal controls governing
the development, usage and change control of the models. This includes independent reviews of the models where appropriate.

4. ‘Insurance contracts - Amounts recognised in profit or loss

-(a) Net insurance service result , ,
Year ended 31 Dec 2024 o Year ended.31 Dec 2023

Life direct ' Life diréct
participating Life other : participating Life other
contracts’ contracts? © Total . contr‘ac;s’ .contracts? Total
£000 £'000 £:000 £000 £'000 £'000
Insurance revenue ; ' : : ’
Amounts relating to changes in liabilities for remaining f
coverage. . . o .
CSM recognised for services provided . : : 3,516 21,363 24,879 2,908 25,687 28,595
Change in risk adjustment for non-fmanaal -risk for risk : . o ’ :
expired : 1,024 * 4,265 5,289 . 789 3,719 4,508
. Expected incurred claims and other insurance service . . ’ '

expenses . ’ 60,310 96,809 157,119 27,935 103,052 130,987
Recovery of insurance acquisition cash flows . 906 7,844 ’ 8,750 , . 472 4,886 - - 5,358
Total insurance revenue ] 65,756 130,281 196,037 . 32,104 137,344 169,448
Insurance service expenses - : :
Incurred claims and other insurance service expenses © {19,143) (97,433) (116,576)° - (15,213) (97,004) (112,217)
Losses and reversal of losses on onerous contracts 1,810 . {5.393) (3,583). (4,762) (6,289) {11,051)
Amortisation of insurance acquisition cash flows (906) (7.844) (8,750) . (472) (4,886) (5,358)
Adjustments to liabilities for incurred claims —. (14,473) {14,473) . . — {15,109) {15,109)
Total insurance service expenses - : : {18,239) {125,143) (143,382) . (20,447) - (123,288} {143,735}
Total insurance service results : 47,517 5,138 52,655 * 11,657 14,056 25,713
Net income (expenses) from reinsurance contracts held . . ) ’
Allocation-of reinsurance premiums - " (83.875) (83,875) i (90,617} {90,617)
Amounts recoverable from reinsurers for incurred claims - . 88,142 88,142 — © 81,381 81,381
Effect of changes in non-performance risk of reinsurer —_ {74) © ' (74) — 16 16
Total net income (exp } from reinsurance . — 4,193 4,193 — ] (9,220} (9,220) .
Net insurance service result 47,517 - 9,331 56,848 11,657 4,836 . 16,493

R

) Life direct participating contracts are substantially measured under the Variable.Fee Approach measurement model.

Life other contracts are measured under the General Measurement Model.
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Notes on the Financial Statements
continued

4. Insurance contracts - Amounts recognised in profit or loss (continued)

(b) Net investment return
‘ Year ended 31 Dec 2024

Year ended 31 Dec 2023

Life direct

Life direct . ’ .
participating Life other participating Life other ’ :
contracts contracts Shareholders Total contracts contracts Shareholders Total
£000 £000 " £000 £'000 £000 - £'000 £'000 £'000
Investment return
Amounts recognised in profit or ’ : . .
loss 248,471 - 10,558 259,029 159,169 - 10,201 169,370
Net interest income — - 5,306 5,306 — — 3.099 3.099
Total investment return’ 248,471 — 15,864 264,335 159,169 — 13,300 172,469
Net finance income/(expense) ' i
from insurance contracts issued
Changes in fair value of
underlying items of direct
participating contracts (244,134) - - (244,134) (155,599) — —  {155,599)
Interest accreted - 489 — 489 — 1,556 — . 1,556
"Effect of changes in interest
rates and other financial ’ . '
" . assumptions - 2,039 - 2,039 — {514) - (514)
! Effect of measuring changes in !
estimates at current rates and
adjusting the CSM at rates on '
initial recognition - 3,428 - 3,428 — (2,858) — (2,858)
Net finance income/{expense) . .
from insurance contracts (244,134) 5,956 - (238,178) (155,599) (1,816) —_ (157,415)
Net finance income/{expense)
from reinsurance contracts held . .
Interest accreted - (988) - (988) — (1,978) — (1,978)
Effect of changes in interest : :
rates and other financial . .
assumptions - 1,304 - 1,304 — (676) — (676}
Net finance income/(expense) :
" from reinsurance contracts held - 316 - 316 — t (2,654) — (2,654)
Net insurance finance income/
{expense) (244,134) 6,272 - (237,862) (155,599} (4,470) — (160,069)
Net investment return 4,337 6,272 : 15,864 26,473 3,570 {4,470} 13,300 1 ;490
Year ended 31 Dec 2024 ) Year ended 31 Dec 2023
Life direct . Life direct
participating Life other Investment participating Life other  Investment
' contracts  contracts contracts Shareholders Total contracts contracts contracts  Shareholders Total
£000 " - £000 £000 £'000 £'000 £°000 £000 £'000 £°000 £'000
Amounts ’ : ’
recognised in profit
or loss
Net fair value
(losses)/gains on : .
assets at FVTPL 248,471 - 95,810 -10,558 354,839 159,169 — 62,269 10,201 231,639
 Investment '
contract liability
increase /
(decrease) from
underlying asset
fair value gains/ : . L
(losses) - - (95,810) — (95,810) — — (62,269) — (62,269)
Net interest t -
income - - - 5,306 5,306 — — —_ 3,099 3,099
Amounts
recognised in .
profit or loss 248,471 - - 15,864 264,335 159,169 — —_ 13,300 172,469
29
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Notes on the Financial Statements
continued | |
‘4. Insurance contracts - Amounts recognised in profit or Ioss'(continued)

(c) Movements in carrying amounts of insurance contracts - Analysns by
‘remaining coverage and incurred claims

Year ended 31 Dec 2024

Life direct participating

Liabilities for remaining coverage

Other life contracts
Liabilities for remaining coverage:

Excluding Excluding
loss Loss  Incurred loss Loss  Incurred
‘component component claims Total component component claims, Total Total
£000 £000 £000 £000 £'000 £'000 £'000 £000 £000

Opening assets . } - - — - (53,463) 3,493 - 8,929 (41,041) 41,041)
Opening liabilities 2,104,155 7,343 492 2,111,990 89,585 11,242 £ 117,416 218,243 2,330,233
Net opening balance 1 Jan ' ’ - .
2024 2,104,155 7,343 492 2,111,990 36,122 14,735 126,345 177,202 2,289,192
Changes in the statement of ’
profit or loss and OCI
Insurance revenue
Contract under fair value ' )
approach : o (13.678) — y - {13,678) (61,497) - - (61,497) {75,175)
Other contracts (52,078) - - (52,078) (68,784) - = (68,784) (120,862)
Total insurance revenue (65,756} — - (65,756) (130,281} - — (130,281) (196,037)
Insurance service expenses ‘ '
Incurred claims and other :
insurance service expenses - {362) 19,505 19,143° - {954) 98,387 97,433 116,576
Amortisation of insurance N . .
acquisition cash flows 906 - - 906 7.844 - - 7.844 8,750
Losses and reversal of losses . :
on onerous contracts ' - (1.810) - {1,810) - 5,393 - 5,393 3,583
Adjustments to liabilities for .
incurred claims . . . — - — - - 14,473 14,473 14,473
Total insurance service
expenses 906 (2,172) 19,505 18,239 7.844 4,439 112,860 125,143 143,382
Investment components (136,329) . - 136,329 - (3.570) - 3,570 - ' -
Insurance service result " (201,179) (2,172) 155,834 (47,517) (126,007) 4,439 116,430 (5,138) (52,656)
Net finance expenses from ] T :
insurance contracts 244,134 - - 244,134 (6,153) (70) 267 (5,956) 238,178
Other T - - - - 70 . (69) - 1 1
Total changes in the
statement of profit or loss ) : .
and OCl 42,956 (2,172) 155,834 196,618 {132,091) . 4,300 116,697 ° '(11,095) 185,523
Cash flows .
Premiums received 632,007 - 632,007 . 144,552 - 144,552 776,559
Claims and other insurance )
service expenses paid,
including investment . .
components ’ - {155,713) {155,713} - - {111,530) {111,530) (267,243)
Insurance acquisition cash . :
flows : R . 2,794 - 2,794 {21,591) - (21,591) (18,797} .
Total cash flows . 634,801 - (155,713) 479,088 122,961 - {111,530) 11,431 490,519
Net closing balance 31 Dec . : . .
2024 o 2,781,912 5,171 613 2,787,696 © 26,992 - 19,035 131,512 177,539 2,965,235
Closing assets ’ - - - - {56,711) 8,901 10,053 (37,757) {32,757)
Closing liabilities ' . 2,781,912 © 5171 . 613 2,787,696 83,703 10,134 121,459 215,296 3,002,992
Net closing balance 31 Dec .
2024 2,781,912 5,171 613 2,787,696 26,992 19,035 131,512 177,539 . 2,965,235
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Notes on the Financial Statements

continued

4. Insurance contracts - Amounts recognlsed in proflt or loss (contlnued)

{c) Movements in carrying amounts of insurance contracts - Analysns by
remaining coverage and mcurred clalms (continued)

Year ended 31 Dec 2023

Life direct participating

Liabilities for remaining coverage:

Other life contracts
Liabilities for remaining coverage:

Excluding Excluding - .
loss Loss Incurred loss Loss Incurred T
component component claims Total component component claims . Total Total

. £'000 £'000 £'000 £000 £000 £'000 © £'000 £000 £'000
Opening assets ) L — — — — (49,496) 316 5,989 (43,191) (43,191)
Opening liabilities 1,698,815 4,215 293 1,703,323 93,421 8,724 93,038 195183 _ 1,898,506 °
Net opening balance 1 Jan 2023 1,698,815 4,215 293 1,703,323 43,925 9,040 99,027 151,992 1,855,315.
Changes in the statement of profit )

- or loss and OCI

Insurance revenue .

* Contract under fair value approach . {17,194} — — - (17.194) (70,265) — — {70,265). (87,459)
Other contracts' (14,911) — — (14,911) (67.079) — — (67,079) (81,990)
Total insurance revenue . (32,105) — — ({32,105) {137,344) — — {137,344) {169,449)
Insurance service expenses i
Incurred claims ‘and other insurance - . )
service expenses — (666) 15,879 ° 15,213 —_ (575} 97,579 97,004 112,217

.. Amortisation of insurance o )
acquisition cash flows . 472 — — 472 4,886 - — - 4,886 5,368
Losses and reversal of losses on . ' .
onerous contracts T —_ 4,762 —_ 4,762 —_ . 6,289 — 6,289 11,051 .
Adjustments to liabilities for . :
incurred claims . — — — — — . — 15,109 15,109 15,109°
Total insurance service expenses- 472 4,096 15,879 20,447 ‘4,886 5,714 112,688 123,288 143,735
Investment components (130,473} — 130,473 — {2,995} . — 2,995 — —
Insurance service result {162,105) 4,096 146,352 (11,657) '(135,453) 5,714 115,683 {14,056) (25,713)
Net finance expenses from . : o '
insurance contracts 155,599 — — 155,599 - 1,146 (9) 680 1,817 167,416 -
Transfer : 968 (968) - — — 9 (10) — (1) )]
Total changes in the statement of : .
profit or loss and OCi . (5,538) 3,128 146,352 143,942 {134,298). 5,695 116,363 {12,240) 131,702
Cash flows ) ] :

Premiums received 408,175 — — 408,175 . 150,351 — — 150,351 558,526
Claims and other insurance service

expenses paid, including

investment components . —_ (146,153) (146,153) — - (89,045) (89,045) {235,198)
Insurance acquisition cash flows 2,703 — — 2,703 (23,856} — — (23,856) {21,153)
Total cash flows . j 410,878 — . {146,153) 264,725 126,495 — (89,045} 37.450 -302,175
Net closing balance 31 Dec 2023 2,104,155 - 7,343 .492 2,111,990 36,122 . 14,735 126,345 177,202 2,289,192
Closing assets . . — — — — {53.463) - 3,493 8,929 {41,041) 41,041)
Closing liabilities 2,104,155 7,343 - 492 2,111,990 89,585 11,242 117,416 218,243 '~ 2,330,233
Net closing balance 31 Dec 2023 2,104,155 7.343 492 2,111,990 36,122 - 14,735 126,345 177,202 2,289,192 )

Other contracts are those contracts measured by applying IFRS 17 from mcept:on of the contracts. This includes contracts measured under the full retrospective
approach at Transition and contracts incepted after Transition.
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Notes on the Financial Statements
continued

4. Insurance contracts - Amounts recogmsed in proflt or loss (continued)

(d) - Movements in carrying amounts of reinsurance contracts - Analysus by
remaining coverage and mcurred claims

Year ended 31 Dec 2024
Liabilities fo‘r remaining coverage:

Excluding loss . : :
component Loss component Incurred claims Total

R £000 . £000 £'000 ’ £°000
Opening assets . : 32,623 3,997 90,621 127,241
Opening liabilities' , {55,938) - 16,000 (39,938)
Net opening balance 01-Jan-2024 (23,315) 3,997 ) 106,621 ‘87,303
Changes in the statement of profit or loss and OCI i
Allocation of reinsurance premiums paid - (83,875) - ) — (83,875)
Recoveries of incurred claims and other insurance service expenses - —_ 74,007 74,007
Recoveries or reversals of recoveries of losses on onerous underlying ' - ’
contracts : : ) 2,581 3 (1,585) . - 996
Adjustment to assets for incurred claims Lo — — 13,139 13,139
Total amounts recoverable from reinsurer (81,294) {1,585) 87,146 4,267
Net finance expenses from reinsurance contracts ’ {210) ) L - 527 . . 316
Effect of changes in non-performance risk 'of reinsurers (74) — i — (74)
Total changes in the statement of profit or loss and OCI E (81,578) {1,585) 87,673 4,509
Cash flows ) ) . .
Premiums paid . 83,589 . - 83,589
Claims and other recoverables received ) (83,272) (83,272)
Total cash flows 83,589 - . — (83,272) 317
Net closing balance 31 Dec—2024 {21,304) 2,412 111,022 92,130
Closing assets ' 29,763 2412 . 97572 129,747
Closing liabilities ) - {51,067) - 13,450 ' (37.617)
Net closing balance 31-Dec-2024 ) {21,304) 2,412 111,022 92,130
Opening assets : . 37,489 : 2,940 68,656 109,085
Opening liabilities . (46,655) — 16,632 (30,023)
Net opening balance 01-Jan-2023 . {9,166} . 2,940 85,288 79,062

- Changes in the statement of profit or loss and OCI )

Allocation of reinsurance premiums paid (90,617} — - . (90,617)
Recoveries of incurred claims and other insurance service expenses . ’ — ) . — - 71,317 71,317
Recoveries or reversals of recoveries of losses on onerous underlymg )
contracts 548 1,067 — 1,605
Adjustment to assets for incurred claims : ) — - — 8,459 8,459
Total amounts recoverable from reinsurer ) {90,069) 1,057 79,776 (9,236)
Net finance expenses from reinsurance contracts ) (3,073) - — ) 419 (2,654)
Effect of changes in non-performance risk of reinsurers : . 16 : — - — 16.
Total changes in the statement of profit or loss and OCI . {93,126} 1,057 80,195 (11,874)
‘Castt flows
Premiums paid’ ) - 78,977 — : — 78,977
Claims and other recoverables received — — (58,862) (58,862)
Total cash-flows 78,977 — (58,862) - 20,115
Net closing balance 31-Dec-2023 ) {23,315) 3,997 - 106,621 87,303
Closing assets s 32,623 3,997 ¥ 90,621 . 127,241
Closing liabilities ‘ (55,938) — " 16,000 (39,938)
Net closing balance 31-Dec-2023 \ (23,315) 3,997 106,621 87,303

¥ In the current year, reinsurance contract payables have been recognised within remsurance contract Ilablimes The pnor year comparatives have been restated asa
result.

32,77



HSBC Life (UK) Limited

Notes on the Flnanelal Statements
ConUnued

4. Insurance contracts - Amounts recognised in profit or loss (‘COntinued)

(e) Movements in carrying amounts of insurance contracts - Analysrs by

measurement component

Year-ended 31 Dec 2024
Insurance contracts Insurance contracts - Life direct pamclpatlng contracts
Contractual service margin’

Estimates of Estimates of
present value i . present value.
of future cash . Risk of future cash Contracts
flows  adjustment flows under fair
(excludmg ’ for non- {including value Other _
RA) financial risk " RA) approach Contracts’  Total gross
£000 £000 . £'000 £'000 £000 £000

Opening assets : ' - : - = - - -
Opening liabilities ) 2,084,493 . 5,036 2,089,529 2,765 .19,695 - 2,111,989
Net opening balance 1 Jan 2024 o . 2,084,493 5,036 2,089,529 - 2,765 19,695 2,111,989
Changes in the statement of profit or loss and OCI :

Changes that relate to current services .. . . . .
CSM recognised for services provided - - - .- — ) (396) {3,120) (3,516)
Change in risk adjustment for non- fmancral risk for risk ) ' L o i

expired - (1,024) (1.,024) . - . - v (1,024)
Experience adjustments . (41,166) - + (41.166) - — ) - {41,166)
Changes that relate to future services . ) .
Contracts initially recognised in the year . _ {14,580) 2,007 (12,573} - 13,067 . 493,
Changes in estimates that adjust the CSM {12,493) 30 (12,463) . 3,282 9,193 12,
‘Changes in estimates that result in losses and reversal o . . '
of losses on onerous contracts (2,351 . - 36 ~ (2,315) C—- - . (2,315)
Insurance service result (70,591) - 1,049 (69,542) 2,886 . 19,139 - {47,517)
Net finance (income)/expenses from insurance contracts 244,134 c— 244,134 f — ) —_ . 244,134
Total changes in the statement of profit or.loss and .

ocl : 173,543 . 1,049 174,592 . 2,886 19,139 . 196,618
Cash flows ) j - . .
Premiums received + 632,007 - 632,007 — — 632 007
Claims, other insurance service expenses paid (lncludlng ' - I .

investment components) and other cash flows '(155,713) - (155,713) - - (155, 713)
Insurance acquisition cash flows - 2,795 - 2,794 — - - 2,794
Total cash flows : 479,089 . . = 479,089 — — . 479,089 .
Net closing balance 31 Dec 24 . 2,737,125 . 6,085 2,743,210 5,651 38,834 2,787,696
Closing assets ) . — - . - - - : -
Closing liabilities ) 2,737,125 6,085 - 2,743,210 5,651 38,834 2,787,696 .
Net closing balance 31 Dec 24 i K 2,737,125 6,085 -2,743,210 5,651 . 38,834 2,787,696 -

1 Other contracts are those contracts measured by applying IFRS 17 from inception of the contracts. This includes contracts measured under the full retrospective
approach at Transition and contracts incepted after Transition.

33
178



HSBC Life (UK) Limited -

Notes on the Financial Statements

Connnued

4. Insurance contracts Amounts recognlsed in proflt or Ioss (contrnued)

(e) ‘Movements in carrying amounts of insurance contracts AnaIySIS by
measurement component (contlnued) . ‘

Year ended 31 Dec 2023

Insurance contracts -

Estimates of
present value of
future cash

Risk adjustment

Insurance contracts - Life direct participating contracts

Estimates of
present value of
future cash

Contractual service margin

Contracts uhder

34479

flows {excluding for non-financial ~ flows (including fair value : ) :
RA) risk RA) approach Other Contracts Total gross
£'000 £'000 £'000 £000 £'000 £'000
QOpening assets . — — — — — . —
Opening liabilities 1,609,515 6,921 1,616,436 24,348 62,539 1,703,323
Net opening balance 1 Jan 2023 1,609,515 6,921 1,616,436 24,348 © 62,539 1,703,323
Changes in the statement of profit or loss ‘and ' )
OCl
Changes that relate to current services
CSM recognised for services provided — — — (876) {2,032) {2,908)
Change in risk adjustment for non-financial . ‘ e
risk for risk expired — (792) . {792} : — — (792)
Experience adjustments (12,722) —_ (12,722) — — (12,722)
Changes that relate to future services ) .
Contracts initially recognised in the year © (21,622) 1,704 (19,918) - 20,256 338
Changes in estimates that adjust the CSM 84,458 (2,683) 81,775 {20,707) {61,067} 1
.Changes in estimates that result in losses and
reversal of losses on onerous contracts 4,540 (114) 4,426 —_ —_ 4,426
Insurance service result 54,654 (1,885) . 52,769 {21,583) '{42,843) (11,657)
Net finance (income)/expenses from . Lo
insurance contracts ' 155,599 —_ 155,599 — — 155,599
Total changes in the stat 1t of profit or 0 .
loss and OCI 210,253 (1,885} 208,368 {21,583) {42,843) . 143,942
Cash flows .
Premiums received 408,175 — 408,175 — — 408,175
Claims, other insurance service expenses pard
(including investment components) and other .
cash flows (139,005) — {(139,005) — — (139,005)
Insurance acquisition cash flows (4,445) o (4,445) - - — — (4,445)
Total cash flows 264,725 — 264,725 — — 264,725
Net closing balance 31 Dec 23 2,084,493 5,036 2,089,629 2,765 19,696 2,111,989
. Closing assets : - — = — . - —
Closing liabilities 2,084,493 5,036 2,089,529 2,765 19,696 2,111,989
Net closing bal 31 Dec 23 2,084,493 5,036 2,089,529 2,765 19,696 2,111,989



HSBC Life (UK) Limited_

Notes on the Financial Statements

continued

4. Insurance contracts - Amounts recognised in profit or loss (continued)

{(e) Movements in carrying amounts of insurance contracts - Analysis by
measurement component (contlnued)

Year ended 31 Dec 2024

Insurance contracts - Life Other contracts

. Estimates of

Estimates of

Contractual service margin

present value Risk present value
"of future cash adjustment for - of future cash Contracts
flows  non-financial ~ flows under fair Other .
(excluding RA) risk (including RA) value approach Contracts Total gross
£000 £000 £000 £'000 £000 £000
‘Opening assets (72,085) 9,905 {62,180) 3.674 17,466 {41,040) .
Opening liabilities 126,977 19,642 146,619 65,180 6,443 218,242
Net opening balance 1 Jan 2024 54,892 29,547 84,439 68,854 23,909 177,202
Changes in the statement of profit or loss and ;
OCl .
Changes that relate to current services
CSM recognised for services provided - - - {11,799) . {9,564) (21,363)
Change in risk adjustment for non-financial i . .
risk for risk expired - (4,304) - (4,304) - - -{4,304)
Experience adjustments 625 625 —_ — 625 .
Changes that relate to future services . . .
Contracts initially recognised in the year {20,051} 4,918 {15,133) - 15,497 365
Changes in estimates that adjust the CSM 10,890 {2,044) 8,846 (2,679) {6,167) -
Changes in estimates that result in losses and . ’
reversal of losses on onerous contracts ’ 5,913 - (846) 5,067 = - 5,067
Adjustments to liabilities for incurred claims 13,306 1,166 14,473 —_ . — 14,473
Insurance service result 10,684 {1,110} 9,574 (14,478) (234) (5,138) .
Net finance (income)/expenses from .
insurance contracts (7,518) - {7.518) 778 783 (5,956)
Total changes in the statement of profit or .
loss and OCI 3,166 (1,110) 2,056 (13,699) 550 {11,095)
Cash flows )
Premiums received 144,552 - 144,552 — - 144,552
Claims, other insurance service expenses paid N
{including investment components) and other .
cash flows (111,530} - - {111,530) - - {111,530)
Insurance acquisition cash flows (21,591) — (21,591) - — {21,591)
. _Total cash flows 11,431 — 11,431 — — 11,431
Net closing balance 31 Dec 24 69,489 28,437 97,925 55,155 24,459 177,539
Closing assets {69,338) 9.681 {59,657) 3,839 18,061 (37,757)
Closing liabilities 138,826 18,756 157,582 51,316 6,398 215,296
Net closing balance 31 Dec 24 69,489 28,437 97,925 55,155 24,459 177,539
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HSBC Life (UK) Limited

Notes on the FlnanC|aI Statements

connnued

4. Insurance contracts - Amounts recognised in profit or loss (contmued)

~(e) Movements in carrying amounts. of insurance contracts Analysis by
measurement component (contlnued) '

. Year ended 31 Dec 2023

Insurance contracts - Life Other contracts

Estimates of
present value of
" future cash

Risk adjustment

. Estimates of
present value of

future cash

Contractual service margin

Contracts under

flows (excluding for non-financial flows (including fair value
‘ RA) . risk RA) approach Other Contracts Total gross
. £'000 £'000 . £'000 £'000 - £°000 £'000
Opening assets (85,156) 8,672 " (76.484) 5,922 27,371 {43,191)
._Opening liabilities 102,714 19,321 122,035 67,991 . 5,157 195,183
Net opening balance 1 Jan 2023 17,5658 .27,993 45,551 73,913 32,528 151,992
Changes in. the statement of profit or loss and : ’
[o]el}
Changes that relate to current services : :
CSM recognised for services provided — — - (14,275) (11,412) (25,687)
Change in risk adjustment for non-financial H ' ' '
risk for risk expired — (3,744) - (3,744) — — (3,744)
Experience adjustments - {6,048) — (6.048) — — (6,048)
Changes that relate to future services ] )
Contracts initially recognised in the year {25,350) 5,965 (19,385) — 20,369 984
Changes.in estimates that adjust the CSM 10,724 . (687) 10,037 10,541 (20,578} —
Changes in estimates that result in losses and* . ) )
reversal of losses on onerous contracts 5,358 (27) 5,331 _ -_ 5,331
.Changes that relate to past services ) '
- Adjustments to liabilities for incurred claims 15,062 47 15,109 — — 15,109 .
Insurance service result (254) 1,554 1,300 (3,734) (11,621) (14,055)
Net finance {income)/expenses from . . . : ’
insurance contracts 139 s - 139 ~"(1,325) 3,002 1,816
Total changes in the statement of profit or B '
loss and OCI (115) 1,554 1,439 - (5,059) (8,619) (12,239)
Cash flows . )
'Premiums received 150,351 — 150,351 — — 150,351
Claims, other insurance service expenses paid
{including investment components) and other
cash flows ) (89,046) — (89,046) — — * {89,046)
" Insurance acquisition cash flows (23,856) ' —_ _(23,856) — ol {23,856)
" Total cash flows 37,449 — 37,449 — — 37,449
" Net closing balance 31 Dec 23 54,892 29,547 . 84,439 68,8564 23,909 - 177,202
Closing assets {72,085) 9,905 (62,180) 3,674 17,466 {41,040
Closing liabilities 126,977 19,642 146,619 65,180 6,443 218,242
29,547 68,854 23,909 177,202

Net closing balance 31 Dec 23

54,892
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HSBC Life (UK) Limited ‘ ' : , : B

Notes on the Financial Statements
continued) | |

4. Insurance contracts - Amounts recognised in profit or loss (continued)

(f) Movements in carrying amounts of reinsurance contracts - Analysis by
measurement component ' .

Year ended 31 Dec 2024
Reinsurance contracts - Life Other contracts

Contractual service margin

Estimates of Estimates of
present value ' Risk present value
of future cash adjustment for of future cash Contracts
. flows  non-financial flows under fair " Other :
{excluding RA) risk ({including RA) value approach Contracts Total gross
. £000 £'000 £'000 £000 £000 £'000
Opening assets X 78,458 12,989 - 91,447 27,067 8,727 ) 127,241
Opening liabilities’ : __(47.846) 1,845 . {46,001) 6,063 C = {39.938)
Net opening balance 1 Jan 2024 ) 30,612 - 14,834 45,446 33,130 8,727 87,303
Changes in the statement of profit or loss and '
OcClI :
Changes that relate to current services .
CSM recognised for services provided : - - : = {4,305) {2,706) ] (7.012)
Change in risk adjustment for non-financial R : - ) ' . ) :

. risk for risk expired . - (2.465) {2,465) - - . {2,465)
Experience adjustments 5.510 ) 5,510 -, - 5,510
Changes that relate to future services . e . .

Contracts initially recognised in the year (7,956) 2,881 (5,075) -_ 5,019 . (56)
Changes in estimates that adjust the ' ’ . :

contractual service margin . 3,583 (1,343) 2,239 (2,778) 539 -
Changes in estimates that do not adjust the ) ’ ) ) . . .
contractual service margin . 1,883 (629) 1,254 . - - 1,254
Changes that relate to past services )

Adjustments to assets/liabilities for incurred : . .

claims 6,232 - 6,232 * 6,232
Insurance service result 9,251 . {1,556) 7.695 (7.,084) 2,852 3,463

* Net finance income/expenses from : B ) .
reinsurance contracts . (403) ’ 805 402 . 375 344 1,121
Effect of changes in non-performance risk of . . .
reinsurers (74) (74) — - (74)
Total changes in the statement of profit or . X
loss and OCI . 8,774 {751} 8,023 {6,708) . 3,195 4,510
Cash flows B " -
Premiums paid : 83,589 ¢ 83.589 — — ’ 83,589
Claims and other recoverables received (83,272) ) {83,272) — B — (83,272)
Total cash flows . 317 - 317 — — 317
Net closing balance 31 Dec 24 39,703 14,084 53,787 26,421 : 11,923 92,130
Closing assets ) 78,836 12,333 91,169 ) 26,656 11,923 129,747
Closing liabilities ~ (39,133} 1,751 (37,382) (235) - {37.617)
Net closing balance 31 Dec 24 39,703 14,084 53,787 26,421 11,923 92,130

In the current year, reinsurance contract payables have been recognised within reinsurance contract liabilities. The prior year comparatives have been restated as a
result. . . .
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HSBC Life (UK) Limited

Notes on the Financial Statements

continued)

4, Insurance contracts - Amounts recognlsed |n proflt or Ioss (contlnued)

(f) Movements in carrying amounts of reinsurance contracts - Analysis by
measurement component (contlnued)

Year ended 31 Dec 2023

.Estimates of
present value of
future cash

Reinsurance contracts - Life Other contracts

Risk adjustment

 Estimates of
present value of
_ future cash

Contractual service margin

Contracts under

flows (excluding for non-financial  flows (including fair value
' RA) risk RA) approach Other Contracts Total gross
£'000 £'000 . £'000 " £°000 £'000 £000
" Opening assets 59,042 11,773 70,815 30,483 7,787 109,085
Opening liabilities ' (39,691} - 2,052 (37,639) 7,616 . — (30,023)
Net opening balance 1 Jan 2023 19,351 13,825 33,176 38,099 7,787 79,062
. Changes in the. statement of profit or loss and ) ' ’
OCl )
Changes that relate to current services
CSM recognised for services provided - — — (6,056} (3,322) i (9,378}
Change in risk adjustment for non-financial ' ) '
risk for risk expired . .= . {2,335) (2,335) -— — {2,335)
Experience adjustments {9,421) — (9,421) — — (9,421}
Changes that relate to future services ' : .
Contracts initially recognised in the year {10,115) 3,796 6,319) — 6,972 653
- Changes in recoveries of losses on onerous — — — — —_ —
Changes in estimates that adjust the . : )
contractual service margin . 2,831 {490) 2,341 632 {2,973) —
Changes in estimates that do not adjust the :
contractual service margin 1,090 15 1,105 — — 1,105
Changes that relate to past services )
Adjustments to assets/liabilities for incurred : .
claims 10,115 .23 .10,138 C— — 10,138
Insurance service result {5,500} 1,009 (4,491) {5,424) 677 (9,238)
Net finance income/expenses from . .
reinsurance contracts - (3,372} - s (3,372) 455 - 263 - {2,654)
Effect of changes in non—performance risk of - ..
reinsurers 16 — 16 — — 16
Total changes in the statement of profit or .
loss and OCI {8.856) 1,009 (7,847} (4,969) 940 (11,876)
Cash flows - g — : :
Premiums paid’ 78,975 — 78,975 — — 78,975
Claims and other recoverables received (58,860} — {58,860} _ - — (58,860}
Total cash flows 20,115 — 20,115 — — 20,115
Other — — — — — —
Net closing balance 31 Dec 23 ' 30,612 14,834 45,446 33,130 8,727 87,303
Closing assets 78,458 . 12,989 91,447 27,067 8,727 127,241
Closing liabilities (47,846) 1,845 (46,001) 6,063 s — (39,938) -
Net closing balance 31 Dec 23 30,612 14,834 © 45,446 33,130 8,727 87,303

"In the current year, reinsurance contract payables have been recognised within reinsurance contract liabilities. The prior year co'mparati\}es have been restated as a

result.
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'HSBC Life (UK) Limited

Notes on the Fmanmal Statements

ConUnued

4. Insurance contracts - Amounts recogmsed in-profit or loss (contmued)

(g) Effect of contracts initially recognised in the year
Year ended 31 Dec 2024

Year ended 31 Dec 2023

Profitable Onerous Profitable Onerous
.contracts contracts contracts contracts*
issued issued Total issued issued Total
£'000 £'000 £000 £000 . £'000 £'000
Life direct participating contracts } ) . ]
Estimates of present value of cash outflows 557,600 25,388 582,938 374,707 11,935 386,642
- Claims and other insurance service expenses payable 557,600 25,388 582,938 374,707 © 11,935 .386,642.
Estimates of present value of cash inflows (571,917) (25,013) (596,930) (396,594) (11,670) {408,264)
Risk adjustment for non-financial risk ’ 1,719 . 150 1,869 1,631 73 1,704
CSM . 12,598 - 12,598 20,256 — 20,256
Losses recognised on initial recognition - (534) (534) — 338 338
Life other contracts . .
Estimates of present value of cash outflows 102,601 4,468 107,069 115,833 6,544 . 122,377
- Claims and other insurance service expenses pavable 102,601 4,468 107,069 115,833 6,544 122,377
£stimates of present value of cash inflows (122,631) (4,264) {126,895) (141,898) . - (5.829) (147,727)
Risk adjustment for non-financial risk . 4,759 171 4,930 5,698 268 5,966
CSM . ' 15,271 - 15,271 20,367 f— 20,367
Losses recognised on initial recognition — (355) (355} — 983 983
Reinsurance contracts ) 4,766 6.319
‘ . . i . . . ‘4 . i N

(h) Present value of expected future cash of insurance contract

liabilities and contractual service margin

flows

less than . 5-10 1020 Over20
1year 1-2years 2-3years 3-4years 4-5 years years years years Total
) £000 £000 £000 £000 £'000 £000 £000 £000 £°000
Insurance liability future cash flows « . : I : )
Life direct participating contracts ) s 50,140 56,060 64,580 66,664 68,079 322,775 495,609 1,613,219 2,737,125
Life other contracts 41,943 (8.420) (8,396) (8,197) (7,458} (17.948) . 13,903 64,062 69,489
Reinsurance contracts . (41,505) (7,663) {4,367) (2,005) {624) 4,352 7,580 4,531 (39,703)
Insurance liability future cash flows at 31 ) '
Dec 2024 ) 50,578 39,977 51,817 56,462 - 59,997 309,178 517,092 1,681,811 2,766,911
Remaining contractual service margin )
Life direct participating contracts 3,753 3,490 3,235 2,996 2,771 10,908 ° 11,144 6,188 44,485 .
Life other contracts i " 13,256 10,907 9,083 7,588 6,355 19,242 10,990 2,192 79,614
" Reinsurance contracts (8.821) {3,858) (3,395) (2,981) {2.602) (8,861) (6,322) {1.503) (38,344)
Remaining contractual service margin at 31 : : .
Dec 2024 8,184 10,539 8,923 7,603 6,524 21,288 . - 15,813 6,876 85,755
‘Insurance liability future cash flows ) .
Life direct participating contracts 19,783 45,235 55,569 63,630 70,065 331,163 504,506 994,541 2,084,492
Life other contracts 40,405 (6,168) (9,620) °  (9,497) {8,550) {20,706) 13,502 55,525 54,891
Reinsurance contracts' . (44,670) (5,642) (2,701) {826) 561 8,081 9,064 . 5,521 (30,612)
Insurance liability future cash flows at 31 C
Dec 2023 . . 15,518 33,425 43,248 53,307 62,076 318,538 527,072 1,055,587 2,108,771
Remaining contractual service margin ' :
Life direct participating contracts 1,789 1,677 1,578 1,481 1,382 5,487 5,852 3,215 ‘22,461
Life other contracts 15,519 12,668 10,445 8,700 7,301 22,358 13,024 2,750 92,765
Reinsurance contracts (5,700} (4,926) (4,262} (3,707) (3.225) (10,710) (7,409) (1,919) (41,858) .
Remaining contractual service margin at 31
Dec 2023 . 11,608 9,419 7,761 6,474 5,458 17,135 11,467 4,046 73,368

VIn the current year, reinsurance contract payables have been recognised wnhm reinsurance contract liabilities.- The prior year comparatwes have been restated asa

result.

3484



HSBC Life (UK) Limited

Notes on the FmanClaI Statements
continued

4. Insurance contracts - Amounts recognlsed in proflt or Ioss (contlnued)

(i) Discount rates

‘ The Group has elected to apply a bottom-up approach whereby the dtscount rate is derived using the risk-free rate adjusted for an illiquidity
premium as set out in the Summary of material accounting policies (b} Insurance contracts. The blended average of discount rates is used: ’

2024 2023
rate 10Y (%) 4.07 % 3.28 %
rate 20Y (%) 4.30 % 3.43 %
5. Net fees income / (expense)
2024 2023
. £'000 £'000
Fee income .
Fund management fees 2,949 . 2,735 -
Front-end fees recognised in the year - 459
Rebated annual management charges from collective investment schemes 30 56
Policy fees — ——
Total fee income 2,979 3,250
Fee expense . . )
Investment contract benefits pald {(61) (73}
Investment management, custody and valuation fees (1.416) (1,319)
. _Fee sharing arrangement {1,012) (891}
Bank charges (220) (281)
‘Other (16) (420)
. Total fee expense (2,725) (2,984)
Net fees income / (expense) 254 - 266
6. Credit impairment losses
2024 . 12023
£'000 £'000
80 2,286

Commlsswn clawback credit impairment losses

Credit impairment losses relate to commission clawback. Commission paid to third party insurance mtermedlanes “for the sale of HSBC Life
Protection (HLP) policies, is due back to the Company when policies lapse within four years from inception. The commission clawback
receivable is |mpa|red when the Company assesses the refunds are no longer recoverable from the intermediaries due to significant financial

difficulty.

7. Total operating expenses

2024 ' 2023
Expenses ’ K Expenses
attributed Other . attributed to Other
toinsurance . directly Other insurance directly - ~ Other
acquisition attributable operating . acquisition  attributable operating
cash flows'  expenses' expenses ' Total cash flows'  expenses' expenses Total -
R £'000 £'000 £'000 £'000 £'000 £'000 . £'000 £'000
. Expenses by nature . o . . .
Commission payable?  ° 12,908 = = .12,908 16,709 — : - 16,709
Administrative expenses . " 12,561 5,994 10,228 28783 11,904 6,406 9,392 27,702
Total operating expenses 25,469 5,994 10,228 41,691 "~ 28,613 6,406 9,392 44,411

' Expenses attributed to-insurance acquisition cash flows and other directly attributable expenses comprise expenses incurred by the Company in the reporting
period that relate directly to the fulfilment of contracts issued within IFRS 17's scope and reinsurance contracts Keld. These expenses are recognised in the
statement of comprehenswe income based on IFRS 17 measurement requ1rements o

"2 Commission payab(e has been restated in the current year as a result of recognising advisor fees on Life Direct Participating contracts as partial surrenders. The
prior year comparatnves have also been restated.
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HSBC Life (UK) Limited

Notes on the Financial Statements
(continued)

7. Total operating expenses (continued)
Audit, legal and other professional fees. include:

Audit, legal and other professional fees include: - 2024 . 2023

. ' £'000 - £'000

Auditors remuneration: .

— _Audit of these financial statements pursuant to legislation - 482 471

—_Other audit-related services pursuant to such legislation . : - 165 161
647 632

" The fees paid to auditors detailed above (exclusive of VAT) relate only to activ'ities in respect of the Company.

Other audit-related services relate to the Company's Solvency Il audit required by regulation. A B .

8. Directors’ emoluments -

One director who served during the year (2023: One director) was remunerated by other Group undertakings which made no specific ¢harge to
this company for their services. The emoluments of the other directors in respect of their services to the Comp_any are shown below.

2024 © 2023

. v ; . _ £000  £000
Emoluments ! : s 870 671
Pension scheme contributions ) : . ) 8. 9 -

) 878 680

Highest paid Director: i

" Emoluments : . : 571 277

Pension scheme contributions - ) : 1 2

. 572 . 279

The highest ba{d d'i'rector did noi exercise options over HSBC Holdings plc ordinary shares during the year (2023: One qirectdr). '
The Company-does not have any direct employees (2023: nil). The directors and staff'are all employees of other-Group undertakings.

Retirement benefits are accruing to the directors under schemes operated by their employing companies. Retirement benefits are accruing to
two directors under money purchase schemes and none are accruing under defined benefits scheme at 31 December 2024 (2023 two
directors under money purchase schemes and none accruing under defined benefits scheme). The directors are members of retirement benefit
schemes operated by. HSBC Bank UK plc. Details of these schemes can be found in the Annual Report and Accounts of HSBC Bank UK plc.
The Company does not receive any explicit charges in respect of the costs of contributions to the retirement benefit schemes for the directors
and staff. As the Company has no staff, it has no liability in respect of any deficit within the schemeés, although any surplus or deflmt may affect .
the level of costs recharged to the Company i in future periods.

9. _Tax expense /(credit)

2024 2023

Notes < £'000 £'000-
Current tax " ]
UK Corporation tax .- .
—_on current year profit B S ) 5,977 20,774
- adjustments in respect of prior years ) . . 434 (2,002)
Overseas tax _
- _on current year profit ) ) . - (17)
Total current tax . ' . _ . 6,411 18,755
Deferred tax .
Deferred tax asset recognition - ) : : - (115,875}
Origination and reversal of temporary differences . ) ) 38,796 4,881
Adjustment in respect of prior years L . - 2,185 . —
Total deferred tax L) 40,981 {110,994}
Tax expense / (credit) . - ) - . 47,392 (92,239) .
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HSBC Life (UK) Limited

Notes on the F|nano|al Statements
continued

9. Tax expense-/ (credit) (continued)
Tax reconciliation:

Percentage of ’ Percentage of .
: overall profit overall profit
2024 before tax 2023 before tax
£'000 % . . £'000 % -
Profit before tax ' . : 73,267 . 17,481
Tax of 26% (2023: 23.5%) . : . 18,317 : 25 4108 | 24
Impact of policyholder tax . 31,086 42 {85,806) {491)
Adjustments in respect of prior years 434 1 . {2,002) {11)
Income not taxable for tax purposes. (4.630) (6) (8,601) (49)
Overseas tax charge : - —. (17) —
Adjustments in respect of prior years (deferred) . . 2,185 3 . — —
Other items . ’ — — 79 —
Overall tax expense / (credlt) 47,392 65 (92,239) (527)

An increase in the main UK corporation rate from 19% to 25% (effective 1 April 2023) was substantively enacted on 24 May 2021. This
increases the Company's future current tax charge accordingly. Where appropriate, the deferred tax liability at 31 December 2024 and 2023 has
been calculated based on these rates, reflecting the expected timing of reversal of the releted temporary differences.

On June 2023, legislation was substantively enacted in the UK, the jurisdiction of the entity's ultimate parent entity, HSBC Holdings plc, to
introduce the 'Pillar, Two' global minimum tax model rules of the Organisation of Economic Co-operation and Development's (OECD) Inclusive
Framework on Base Erosion and Profit Sharing (BEPS), as well as a qualified' domestic minimum top-up tax, with effect from 1 January 2024.
Under these rules, a top-up tax liability arises where the effective tax rate of the HSBC Holdings plc Group's operations in a jurisdiction,
calculated based on principles set out in the OECD's Pillar Two model rules, is below 15% Based on the Company's calculations, no top-up tax
liability arose in respect of the UK in the year and these rules are not expected to affect the Company's tax expense in future periods.

10. Financial assets at fair value through profit or Ioss

The Company's financial assets.at fair value through profit or loss are summarised below by measurement category.

2024 . 2023
. . £000 - £'000
Mandatorily fair value through profit or loss (FVTPL) . . . - 3,873,233 i 3,136,464
2024 - 2023
: £000 £'000
Financial assets at fair value through profit or loss
Debt securities — fixed interest rate: . . . )
- government bonds . ) 85,633 4,739
- other - listed . 18,098 - 36,215
i ’ ! ) 103,731 40,954
Collective investment schemes — unlisted - ' ; 3,769,502 3,095,510
3,873,233 3,136,464
Cash and cash equivalents: . .
— Bank and cash balances . 121,173 116,656
— Short-term bank deposits . . : 51,965 . 51,867
: ' i 173,138 168,523
Total financial assets at fair value through profit or loss ) ) : 4,046,371 - . 3,304,987
Expected to be recovered in no more than one year ~ . 671,681 . 503,385
Expected to be recovered after more than one year . 0 . 3,374,690 ' 2,801,602
4,046,371 3,304,987

The other listed fixed rate debt securities relate to corporate bonds The fair values of these are determined based on the interest yields on the
mstruments

Custody services are provided by HSBC Security Services, SEI Investments (Europe) Limited, True Potential Investments LLP and M&G
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Notes on the Financial Statements

ConUnued

A"1O Financial assets at fair value through proflt or loss (contmued)

‘Valuation of financial instruments

* Fair value-is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable parties in an arm’s length '

transaction.

The Company measures fair values usmg the following fair value hlerarchy that reflects the 5|gn|f|cance of the’ mputs used in making the

measurements . ’

— Level 1: Quoted market price: financial instruments with quoted prices for identical in’struments in active markets.

Z Level 2: Valuation technique using observable inputs: financial instruments with quoted prices for similar instruments in active markets and
financial instruments valued using models where all significant inputs are observable.

— Level 3: Valuation technique wnh significant unobservable inputs: financial instruments valued using models where one or more 5|gn|f|cant

mputs are unobservable.

" Thé table below analyses fmancual instruments, measured at fair value at the end of the repomng penod by the level in the fair value hierarchy

into which the fair value measurement is categorised:

Total

2024 Level 1 Level 2 Level 3
£'000 £'000 “£'000 £'000
Financial assets: ]
Collectives 3,769,293 X — 209 3,769,502
Debt securities {81,000 22,731 - 103,731
Cash 173,138 — — 173,138
Unit-linked 3,795,340 — 209 3,795,549
Other 228,091 22,731 - 250,822
4,023,431 22,731 209 4,046,371
Liabilities: 4
Investment contract liabilities — 931,399 - 931,399 °
2023 Level 1 Level 2 Leve! 3 Total
£'000 £'000 £'000 £'000
Financial assets: .
Collectives 3,095,335 — 175 3,095,510
Debt securities — 40,954, — 40,954 -
- Cash 168,523 = — © 168,523
3,263,858 40,954 175 3,304,987
Unit-linked 2,980,703 — 175 2,980,878
Other 283,155 40,954 — 324,109
3,263,858 40,954 175 3,304,987
Liabilities: ] -
- Investment contract liabilities ) — 852,588 — 852,588

" In the current year, cash has been moved from Level 2 to Level 1 to more accurately reflect the lévelling of the asset. The prior year

comparatlve has been restated.
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“Notes on the Fmanmal Statements
continued)

11. Re’ceivables, prepa‘yments and accrued income »
2024 2023

! - . L ) ) ) £'000 £'000

Receivables arising from insurance and reinsurance contracts )

— due from related party intermediaries . - (40)

- due from other reinsurers . . ) . 14,351 . 10,169

— due from related party reinsurers . 1,676 . 1,340

Bridging accounts . a : ) ' '

- Third party- - : : . : - L {226) ~ (232

Other loans and receivables: : - .

- Prepayments ] ) . . ) . 206 202

- Accrued income B ) ) . ) 21,192 . . 849

' - Receivables from related parties : B ) . 470 - 821

- Other receivables ) ) .- 2,359 1,177

- Other receivables from related parties . . . ) . - 14
20,028 14,300

Expected to be recovered in no more than one yéar . . . . Sl 20,028 - 14, 300

The carrying amount of receivables, including insurance recelvables is considered to be a reasonable approximation of the|r fair value. Bndgmg
-accounts are control accounts to manage the actual accounting cashflows Versus expected cashflows from the cashflow models.

1.-2.- Called up share capital

2024 2023

. £'000 £000 -
Allotted, called up and fully paid -
94,375,000 (2023: 94,375,000) Ordinary shares of £1 each . ' ) _ 94,375 94,375

The holders of ordinary shares are ent|tled to receive dnwdends as declared from time to time and are entitled to one vote per share at meetlngs
of the Company All shares rank equally with regard to repayment of capital. .

13. Dividends ‘

2024 " 2024 2023 2023

. £000 Total per share £'000 Total per share

Interim dividend . . 20,000 0.21 ) — —_

Second interim dividend . , 35,000 0.37 — —

: 55,000 - 0.58 = —
14.. Retained earnings

C L 2024 . 2023

. . £000 £'000

Retained earnings ’ ] S . 182,380 211,505

The retained earnings balance repreéems the amount available for dividend distribution to the equity shareholders of the Company. The
retained earnings plus capital are in excess of the Company’s regulatory solvency capital requirement and thus there are- available distributable
reserves. . »

15. Investment contract liabilities
2024’ . . 2023

: . £'000 £'000

Investment contracts at fair value _through profit or loss {unit-linked) . ) - 931,399 852,588

Expected to be paid in no more than one year ) ] . B - ) 118
Expected to be paid after more than one year - ' . 931,399 852,470 .

- : 931,399 852,588

All investment contract liabilities are designated by the Company to be at ‘fair value through profit or loss. The maturity value of these financial
liabilities is determined by the fair value of the Ilnked assets at maturity date. There will be no difference between the carrying amount and the -
maturity amount at maturity date. .
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Notes on the F|nane|al Statements

(continued

16. Insurance and other'payables and deferred income

2023’

2024
. £'000 £'000
Direct insurance contract payables 10,609.. 10,659
Amounts due to related parties 6,089 6,932 °
Direct investment contract payables 5,189 5,067
Other payables and accrued expenses 7.974 9,803
Deferred income — 19
Bridging accounts
"~ Third party 191 (2,256)
30,052 30,224
Expected to be settled in no more than one year 30,052 30,224

" In the current year, reinsurance contract payables have been recognised within reinsurance contract liabilities. The prior year comparatives have been restated as a

result.

.Deferred income relates to front-end fees received from investment contract holders as a prepayment for asset management and related

services. These amounts are non-refundable and were fully released to income in the current year as the services were rendered.

Bndgmg accounts are control accounts to manage the actual accounting cashflows versus expected cashflows from the cashfiow models The

carrying amount of insurance and other payables is considered to be a reasonable approximation of their fair value.

17. Other'provisions

'
i

2024 2023

£'000 £'000

At 1 January 54 54
Amounts reversed during the period (54) —

. At 31 December - 54
Expected to be paid in no more than one year — 54

The. provisioh related to policyholder remediation on historic FlexiLife Plan policies, with a decrease sum assured, where premiums were
marginally overcharged. The provision included premium refunds and accrued interest on the refunds. The provision was released in the current

year followmg a review of the outstanding balance due to be paid.

18. Deferred tax (assets)/liabilities

2024 2023.
£'000 £'000
Deferred Tax Asset )
At T January (88,456) 22,538
Transfer (9.636) —_
Income statement charge/{credit) 42,090 {110,994)
At 31 December (56,002) (88,456)
Deferred Tax Liability
At 1 January ’ - —
Transfer 9,636 —
Income statement chargef/{credit} (1,109) —
At 31 December —
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HSBC Life (UK) Limited

Notes on the Financial Statements
continued k

18. Deferre'd tax (assets)/liabilities (continued)f

. 2024 2023

£'000 ~ £'000
Deferred tax assets’ : ’ ¢ ) i }
Deferred and excess expenses - : : : - 56,002 98,092 .
Deferred tax liabilities . .
Insurance contract provisions Co. . 8,527 - 9,636

A deferred tax asset has been recognised (Note 2(i) Use of accounting estimates and judgements), relating to historic tax losses, based on the
recognition and measurement criteria in IAS 12. The conclusion was that the recognition threshold was met, due to the increase ‘in interest
rates which resulted in higher prolected future taxable income (investment return and gains), whrch supported the expected utilisation.-

. An increase in the main UK corporatron tax rate from 19% to 25% (effective 1 April 2023) was substantively enacted on 24 May 2021. This '
increases the company's future current tax charge accordingly. Where appropriate, the deferred tax liability at 31 December 2024 has been
calculated based on these rates, reflecting the expected timing of reversal of the related temporary differences.
There are no unrecognrsed deferred tax assets and deferred tax liabilities.

-

The UK's taxation regime for life assurance companies taxes pollcyholder proflts and “I-E" (broadly any investment income plus garns on
dlsposals of assets less expenses of management) tax losses (XSE) were first recognused as a deferred tax asset durlng 2023.

P

. P ) S I
19. Structured entities ,
The Company is involved with structured entities through investment fund holdlngs within the unitinked and non-| hnked funds.

“The arrangements that involve structured entmes form part of the normal course of business for the Company and are authonsed by
management when they are established to ensure appropriate purpose and governance. The Company has involvement with unconsolidated -
structured entities, which may be established by HSBC Group companies or by third parties, as detailed below. -

The term ‘unconsolidated structured entities’ refers to all structured entities controlled or not controlled by the Company. The Company is’

" exempt from preparing consolidated group financial statements {refer to note 1(d)) and thus the structured entities the Company controls are
included in the unconsolidated structured entities listed below. The Company enters into transactions with unconsolidated structured entities in
the normal course of business to facilitate policyholder transactions and for specific investment opportunities. The table below shows the total
assets of unconsolidated structured entities in which the Company has an interest at the reporting date, as well as its maximum exposure to
loss in relation to those interests.

The maximum potential' loss from the Company's interests in unconsolidated structured entities represents the maximum loss that it could be
required to report as a result of its involvement with unconsolidated structured entities regardless of the probability of the loss being incurred.

Nature and risks associated with HSBC interests in unconsolidated structured entities: _ :
' : : ' ' 2024 2023

. . . . ) i £000. £'000
At 31 Decembeér. : .- : ) . ) o
_HSBC Life (UK} Limited's interest - assets ' ‘ - :
Collective investment schemes - ' .. o 3,769,502 3,095,510
Total assets in relation to the Company's interests in the unconsolidated structured entities ) 3,769,502 - 3,095,510
Maximum toss . I 3,769,502 3,095,510

" HSBC Group companies have established and manage money market funds and non—money market investment funds to provide policyholders
" with investment opportunities. HSBC Group companies, as fund managers, may be entitled to receive management and performance fees:
- based on the assets under management.
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Notes on t'he‘ Finanoial Statements
continued

-20. Related party transactions

© The C‘ompany has a related party‘relationship with its parent, with other group undertakings and with its directors. Transactions with related
parties are summarised as follows: .

(a) Income and expense :
' 2024 2023.

£'000 . £'000
Net insurance service result - . - )
- Other Group company L ) ' 5,934 ) 10,642
Net investment returns : .
-_Parent ' o ) ' 5,372 3.158
- Other Group company . ) 7,032 7.765
Net fees income / {expense)
- Parent . . . . (1,291) (1,281)
- Other Group company ' ) .. {1.326) {(1,153)
- _Total operating expenses i : )
-~ Parent ) . : = .__ 1,566
- Other Group company _ . : . . (8,669) " (9,340)
7,052 11,357

Income from related party transactions arises from:

— Insurance service result includes the impact from Group contracts with other Group companies to provide life, critical iliness and income
" protection cover for employees and associated rernsurance contracts. The impact of attributable i msurance contract expenses are also
included in the-insurance service result;

— Investment returns include interest receivable on cash balances deposited with the Company’s parent and interest on collective investment
scheme holdings with other Group companieS'

— Fee income include annual management charges rebated to the Company in respect of its holdings in collective mvestment schemes
managed by other HSBC Group companies; .

- Fee expenses include costs charged to the Company its parent for the provision of mvestment accounting and unit prrcrng services and cost
charged for the provrsron of asset management services by other Group companies. .

- Operating expenses include acquisition costs {commission) payable to other Group companres in relation to sales of the Company s
products. The Company's products are currently marketed and sold primarily by HSBC UK Bank plc through its sales channels.

- Costs charged to the Company for the provision of management services are also included in operating expenses. These include product .
management, customer services (policy underwriting; administration and claims processrng) risk management, actuarial, finance, human
resources, property services and IT. The Company is recharged for the actual costs incurred in undertaking these activities. Cost directly
attributable to insurance and reinsurance contracts are taken into the contractual service margin calculation and spread over the life of the .
contracts through the insurance service result.

(b) Key management compensatron

_ The Company does not have any direct employees. The Directors and staff are all employees of other Group compames The costs recharged
to the Company include the foIIowrng amounts in respect of key management compensation relating to those individuals’ services to the
Company:

2024, : 2023

, £000 .. £000

Salaries and other short-term employee benefits : . ! ) i 870 . 675
Post-employment benefits - . ) 8 5 .,

. 878 - - ', 680

Key management transact with the Company and other companies within the Group through the purchase of standard products in the ordinary
course of business and on substantially the same terms as for comparable transactions with pérsons of a- srmllar standing or, where applicable,
with other employees of the Group.
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Notes on the Flnancral Statements
(continued

20 Related party transactions (contrnued)

{c) Key Year-end balances with related parties _
' 2024 © 72023

_ £000 £'000
Assets ] :
Financial assets at fair value through profit and loss
Debt securities ] . .
- _Other Group company ) : . 922 . 4,921.
.Collective investment schemes . . .
- . Other Group company B . . : 54,953 114,632
Cash and cash equrvalents ) ) ) ) :
- Parent - . . ' ) 173,138 168,523
Receivables, prepayments and accrued income . : .
- Parent : 470 . 828 -
- _Other Group company - ’ . . . 1676 1,307
Reinsurance contract assets . : .
- Other Group company . i . 9,093 7.557
; . i 240,252 297,768
2024 2023
"£'000 ‘ £'000
Liabilities '
.Insurance contract liabilities .
- Parent ' - - . —
- _Other Group company ' ] ’ ] 73,164 65,014
Reinsurance contract liabilities
- - Parent o ) : . - —
- _Other Group company . : ) ) 1,480 1,406
Investment contract liabilities i . .
- _Other Group company ) N . 931,399 852,588
Insurance and other payables and deferred income . ‘ .
- Parent ’ : o ' 320 i 480
- Other Group company ) . ) ) 5,769 6452
1,012,132 - 925,940

" In the current year, Reinsurance contract payables have beén recogmsed within Teinsurance contract liabilities rather than Insurance and other payables and other
- deferred i rncome The prior year comparatives have been restated asa result.

Asset and liability balances wnh related parties arise from

- Debt securities relate to ‘corporate bonds held with other Group compames
. — Collective investment scheme holdings, wh|ch are managed by another Group company;
— Deposits with the Company's parent;

~ Inter-company settlement accounts with the Company’s parent and with other Group companies in respect of premiums, claims,
commission and expenses; .

.= Reinsurance contract assets include contractual service margin, risk adjustment, incurred clalms and remarmng coverage balances relatrng to
reinsurance contracts with other Group companies; .

- Insurance contract liabilities include contractual service margin, risk adjustment, incurred clarms and’ remarnrng coverage balances relatrng to
insurance contracts with other Group companies;

— Liabilities to a pension scheme in respect of an investment contract taken out by the pension schemie.
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(COhUhued)

21. Parent'undertakings

The ultimate parent undertaking and ultimate controlling party is HSBC Holdings plc, which is the parent undertaking of the largest group-to
consolidate these financial statements. HSBC Bank plc, incorporated in England, is the parent undertaking of the smallest group to .consolidate -
these flnanC|al statements. Both companles are registered-in England. .

Copies of HSBC Holdings plc and HSBC Bank plc consolidated financial statements-can be obtained from: .

8 Canada Square N

" London

E14 5HQ
www hsbc.com

22. Events after the balance sheet date

) There are no significant events after-the balance sheet date.
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HSBC LIFE (UK) LIMITED
Report of the Directors’ for the year ended 31 December 2023 (contlnued)

Report'on the audit of the financial statements

Opinion
In our opinion, HSBC Life (UK) Limited's ﬁnancial statements:

e give a true and fair view of the state of the Company s affairs as at 31 December 2023 and of its prOfIt and
cash flows for the year then ended; ’

e have been properly prepared in accordance with UK-adopted international accounting standards; and

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Accounts, which comprise: .
the Statement of financial posmon as at 31 December 2023; the Statement of comprehensive income, the

Statement of cash flows, the Statement of changes in equity for the year then ended; and the notes to the.

financial statements, which include a description of the significant accounting policies.

Our opinion is consistent with our reporting to the Risk and Audit Committee ("RAC"). :

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for
the audit of the financial statements section of our report. We believe that the audit evidence we have obtalned
is sufficient and appropnate to provide a basis for our opinion.

Independence :
We remained independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, as applicable to public
interest entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethical
Standard were not provided. . :

Other than the services described in note 7, we have provaded no non-audit services to the Company in the
penod under audlt

Our audit approach

Overview
Audit scope

"o We performed a full scope audit of the complete financial |nformat|on of the entity in accordance with our
materiality and risk assessment :

Key audit matters

Subjectivity in expense assumptions in insurance contract liabilities
Subjectivity in mortality and morbidity assumptions in msurance contract liabilities
Valuation and recoverability. of deferred tax asset

. Adoption of IFRS 17 and restatement of comparatives

Materiality

o Overall materiality:A£17,401 311 (2022: £14,161,000) based on 0.5% of total assets.
e Performance materiality: £13,050,983 (2022: £10,620,000). o

The scope of our audit
As part of designing our audit, we determined materiality and assessed the I’ISkS of material mlsstatement in
the flnanC|aI statements. '
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Independent Auditors’ Report to the Members of HSBC Life (UK) Limited

(contlnued)

Key audit matters

Key audit matters are those matters that, in the auditors’ professional Judgement were of most significance in
the audit of the financial statements of the current period and include the most significant assessed risks of
material misstatement (whether or not due to fraud) identified by the auditors, including those which had the
greatest effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of
the engagement team. These matters, and any comments we make on the results of our procedures thereon,
were addressed in the context of our audit of the financial statements as a whole, and in formlng our opinion
thereon -and we do not provnde a separate opinion on these matters

This is nota complete list of all risks identified by our audit.

Adoption of IFRS 17 and restatement of comparatives is a new key audit matter this year. The key audit matter .

_“Subjectivity in expense assumptions in insurance contract Ilabulmes has also been updated to reflect the
impacts from the adoption of IFRS 17 durlng the period. ' '

“in addition, the key audit matter “Unrecognised, deferred tax assets relating to historic tax losses” has been
changed to “Valuation and recoverability of deferred tax asset” as the related deferred tax asset in-respect of '
historical tax losses (Excess Management Expenses) was recognised.during the period.

‘All other key audit matters are consistent with the prior year.

Key audit matter

Subjectivily in expense assumpt/ons in insurance
contract liabilities

Refer to accounting policy (b) and note 4 to the
financial statements regarding this area. A -
sensitivity analysis is included in note 3.

Future mamtenance expenses and expense inflation
assumptlons are used in the measurement of the
best estimate liabilities. The assumptions reflect the
expected future expenses that will be required to
maintain the in-force policies at the balance sheet
date. The. assumptions used require significant
judgement which includes how expenses are -
allocated between maintenance and acquisition
expenses as well as how expenses are split
between attributable and non-attributable costs
under IFRS 17.

In addition to the amount allowed for in the valuation
model an expense overrun reserve is recognised to
address the risk that modelled expense amounts are
insufficient to cover the future expenses of the
portfolio.

The calculation of the insurance contract liabilities is
sensitive to changes in allocations between
categories, changes in the underlying expense
assumptions and the methodology used to calculate
the expense overrun manual reserve.’As such, there
is a risk that the expense assumptions are not
appropriate or supportable where inappropriate
judgements have been made. Such matters may

‘| have a material impact on the reported results. Key
areas of judgement taken in setting the Company's
expense assumptions include estimation of the
projected cost base and associated volumes of
policies in force, both in the short term and any
changes to this over time. ‘

How our audit addressed the key audit matter

We performe'd the testing set out below in respect of
the subjectivity in expense assumptlons in insurance
contract liabilities:

» We tested the split of expenses between
acquisition and maintenance expenses, and agreed
the split of attributable and non attributable costs
under IFRS 17 by agreelng a sample of cost centres
to supporting evidence;

» We reviewed and, where relevant, chaIIenged the
appropriateness of the cost allocations established,
and ensured there.are no material unexpected
differences between the projected costs and the
actual incurred costs in the financial year to 31
December 2023 that would have a material impact
on the valuation of insurance contract liabilities;

» We'agreed the allocation of expenses was made in
accordance with the allocation model. We have
assessed the reasonableness of the per policy
expense assumptions made in the calculations of
insurance contract liabilities, by ensuring they
accurately reflect the agreed allocated éxpenses, are
based on appropriate in force policy counts and are
sufficient to cover future expected costs; v
« We benchmarked the expense inflation assumption
and IFRS expense margin against others in the
industry;

+ Furthermore, we-have assessed the
appropnateness of management’s expense inflation
assumptions given the current high inflationary
environment, and;

» We have audited the calculation of the separate
expense overrun manual reserve held as at 31
December 2023. '

Based upon the results of our testmg, the expense
assumptions used in the-insurance contract Ilablhtles
are approprlate

10
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Independent Auditors’ Report to the Members of HSBC L|fe (UK) lelted

(contlnued)

Subjectivity in mortality and morbidity assumptions
in insurance contract liabilities

Refer to accounting policy (b) and note 4 to the
financial statements regarding this area. A
sensitivity analysis is included in note 3.

Insurance contract liabilities are sensitive to the -
assumptions used, with those relevant to mortality
and morbidity highlighted as those having the most
material impact on the valuation of insurance
contract liabilities. There is a risk that the
assumptions are not appropriate given the variability
in experience, the potential impact of Covid-19, the
refatively small size of the Company's business and
the pool of data from which to assess experience. In
calculating the insurance contract liabilities,
management uses the Company's own historical
experience and available market data in the
calculation of appropriate assumptions. In doing so
there is a risk that mortality and morbidity
assumptlons may-not be appropriate.

We‘performed the testing set out below on the
significant judgements made in setting the mortality .
and morbidity assumptions: '

+ We audited the experience analysis for mortality
and morbidity including testing the design and
operational effectiveness of controls in the
experience analysis processes, as well as thé
results and judgements applied to this data in the
setting of assumptions;

| « We challenged the validity of the analysis

performed by management and their conclusions
based on our understanding of the approaches used

"in the wider market and on the experience data that
.| management has observed-in previous periods;

+ We have assessed the appropriateness of
excluding 2020 data and including 2021 and 2022
data from the experience analysis, due to the
impacts of Covid-19, by performing our own
independent expectation of assumptlons using

.management'’s data;

« We assessed the appropriateness of the
assumptions, including the selected mortality tables
and whether mortality improvement factors.need to’
be applied, in light of the specific characteristics of
the business, industry practices and any other
available information such as general populatlon
data; -

* We have audited the impact on results from any
assumption changes by considering the movement
in reserves against sensitivity runs performed by
management and rewewmg management s own
justification; and

» We have considered management's mortallty
assumptions relative to market peers via
-benchmarking. :
Based upon the results of our testlng, the mortality
and morbidity assumptions used in the calculations
of insurance contract liabilities -are appropriate.

Valuation and recoverability of deferred tax asset
Refer to note 19 and accounting policy (k).

The Company recognised a deferred tax asset in
respect of historical policyholder tax attributes
(mainly tax losses - Excess Management Expenses)
during the year which had a value of £98,092k in the
balance sheet at 31 December 2023. The
recognition of this deferred tax asset is a key

judgement and valuation and recoverability is a key °

source of estimation uncertainty.

The Company is subject to the UK’s taxation regime
for life assurance companies. This regime taxes the
policyholder profits (where appropriate) along with -
the shareholder profits, in respect of Basic Life
Assurance and General Annuity Business
("BLAGAB") products which for the Company is
primarily its Onshore Investment Bond product.
Policyholder tax losses have arisén historically in

We have performed the following audit procedures:

» We obtained management’s assessment which
evaluates whether the Company has met the
recognition criteria for deferred tax assets in IAS 12;
+ We assessed the reasonableness of
management’s projections of future profits.-We
considered the consistency of these projections with
the cash flows and assumptions used in the
actuarial valuation models;

« We considered macroeconomic factors, such as
the volatility of risk free rates and interest rates.
which are key assumptions used in management's
forecasts of future taxable investment income and
gains; :

* We considered the avallablhty of deferred tax
liabilities against which deferred tax assets could be
utilised; '

1 + We considered whether the accounting entries to

recognise the deferred tax asset and related
reserving movements were appropriate; and

this business, which may now be offset against
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(continued)

future income and gains generated in respect of
mvestment assets backing this business.

Management has concluded that it is.probable that
there will be sufficient future profits and so have
recognised the deferred tax asset in full.-

» We considered the sufficiency of the disclosure in
the financial statements as a key judgement and -
source of estimation uncertainty.

Based upon the resiilts of our testing, we consider
the recognition and valuation of the deferred tax
asset on the balance sheet to be appropriate and -
_that the balance is recoverable.

Adoption of IFRS 17 and restatement of
comparatives
Refer to note 1, note 22 and accountlng policy (b).

IFRS 17 became effective for periods beginning on
or after 1 January 2023, replacing International
_Financial Reporting Standard 4, ‘insurance
Contracts’. As a result, the Company has adopted
IFRS 17 in these financial statements. .

The transition to IFRS 17 has introduced new -
financial statement line items and disclosures,
requiring significant changes to the measurement of
transactions and balances in the financial
statements, including new areas of judgement and
estimation. New systems, data flows, interfaces, .
processes and models have been developed and
introduced, giving rise to increased risks of material
misstatement.

International Accounting Standard 8 ‘Accounting
Policies; Changes in' Accounting Estimates-and
Errors' (“IAS 8") requires that when the impact of
adopting a new accounting standard would be
material to the financial statement comparatives,
| these comparatives should be restated. As a result,
the 2022 opening balance sheet at the date of
transition to'IFRS 17 and the 2022 comparatives
have been restated. : .

.In particular, we consider the key risks in relation to

the adoption of IFRS 17 and restatement of
| comparatives to be as follows:

+ Determination of the transition'approach adopted -

for each group of insurance contracts;
«.Determination of the cost of capital and risk
appetite assumption used within the calculation of
the Contractual Service Margin modelled using the
Fair Value Approach (‘FVA’) on transition;

» The methodology in respect of determining the risk
adjustment;

* The implementation of new models which includes -

the CSM calculation engine, and changes to existing
cash flow models to produce the IFRS 17 results;
and - _ .

+ The appropriateness of methodologies,
assumptions and significant judgements applied in

In-performing our audit work over the transition to
IFRS 17, and restatement of comparative financial
statements including the opening balance sheet, the
procedures we performed included the followmg

. Tested tthe de3|gn and operatmg effectiveness of
controls in place; '

+ Assessed the appropriateness of the transition
approach adopted for each group of insurance
contracts;

| » Assessed.whether the Judgements methodology

and assumptions applied by management in
_determining the accounting policies are in
accordance with IFRS 17;

« Applied industry knowledge and compared the
methodology, models and assumptions used in
determining the risk adjustment, CSM and
discounted IFRS 17 best estimate liabilities against
expected market practice. This included
consideration of the reasonableness of
methodologies and assumptions and the
appropriateness of any judgements applied,
including whether or not there was any mdlcatlon of
management bias;

« Performed validation of certain new models by
evaluating the testing performed by‘managem,ent to
assess the compliance of the model with the
requirements of the standard and |mplementat|on of
agreed methodology;

+ Tested the mathematical accuracy and -
compléeteness of the supporting calculations and
adjustments used to determine the openlng balance
sheet and 2022 restated comparatives; -

» Tested the design and operating effectiveness of
output controls, such as the analysis of change in
the CSM, to assess the reasonableness of
movements between periods and the commentary
‘provided over these movements by management;
.and -

+ Performed testing over key data flows within the
IFRS 17 busmess processes.

Based on the work performed and the ‘evidence
‘obtained, we consider the approaches adopted and
‘resulting measurements in the flnanC|aI statements
to be appropnate

the calculation of relevant balances.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough ‘work to be able to give an opinion on
the financial statements as a whole, taking into account the structure of the Company, the accounting

processes and controls, and the nndustry in which it operates.
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As part of desngnlng our audlt we determined materlallty and assessed the risks of materlal misstatement in -
the financial statements.

- The impact of climatefrisk on our audit '
As part of our audit we made enquiries of management to understand the extent of the potential impact.of
climate risk on the Company'’s financial statements, and we remained-alert when performing our audit

procedures for any indicators of the impact of climate risk. Our procedures did not identify any material impact =

‘as a result of climate risk on the Company's ﬂnanmal statements.

Materlallty .

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds
for materiality. These, together with qualitative considerations, helped us to determine the scope of our audit -
and the nature, timing and extent of our audit procedures on the individual financial statement line items and
disclosures and in evaluatmg the effect of musstatements both individually and in aggregate on the financial
statements as a whole - X .

Based on our professional Judgement we determined matenahty for the fnanC|aI statements as a whole as
follows: . :

Overall Company materiality . £17,401,311 (2022: £14,161,000)

How we determined it ’ B | 0.5% of total assets
Rationale for benchmark applied We believe the main users of the financial

statements, being policyholders and the regulators,
are most focused on balance sheet strength and
- ability to pay future claims. As such, we have
chosen a balance sheet benchmark of total assets
which is a generally accepted auditing benchmark. -

We use performance materiality to reduce to an appropriately low level the probability-that the aggregate of
uncorrected and undetected” misstatements exceeds overall. materiality. Specifically, we use performance .
materiality in determining the scope of our audit and the nature and extent of our testing of account balances,
classes of transactions and disclosures, for example in determining sample sizes. Our performance materiality
was 75% (2022: 75%) of overall materlallty. amounting to £13,050,983 (2022 £10,620,000) for the Company
financial statements.

. In determining the performance materiality, we considered a number of factors - the history of misstatements,
risk assessment and aggregation. risk and the effectiveness of controls - and concluded that an amount at the
upper end of our normal range was appropriate.

"We agreed W|th the Risk and Audit Committee ("RAC") that we would report to them misstatements identified
during our audit above £870,066 (2022: £708,000) as well as misstatements below that amount that, in our
view, warranted reportmg for qualltatnve reasons. '

Conclusions relating to going concern-

Our evaluation of the directors’ assessment of the Company's ablhty to continue to adopt the going concern
basis of accountmg included: . .

e Evaluating management’s stress and scenario testing including the Solvency Capital Requirement and
Risk Margin. This included consideration of the impact of doWnside scenarios;
. ® The review of correspondence with'the PRA,;
) The review of board papers and attendance at RAC meetings;
e The challenge of managements key actuarial assumptions for appropnateness within the current business
environment, and;
e An assessment of the balance sheet, liquidity and solvency position at the year end

"Based on the work we have performed we have not |dent|f ed any material uncertainties.relating to events or
conditions that, individually or collectively, may cast significant doubt on the Company’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for
issue. . .
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In auditing the financial statements we have concluded that the dlrectors use of the gomg concern basis of
accounting in.the preparation of the financial ‘statements i is appropriate.

'However, because not all future events or conditlons can be predicted, thls conclusion is not a guarantee asto
the Company's ability to continue asa gomg concern.

" Our responsibilities and the responsnbllltles of the directors wnth respect to going concern are descnbed in the
relevant sections of this report.

Reporting on other information

. The other information comprises all of the |nformat|on in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible. for the other information: Qur opinion -on the -
financial statements does not cover the other information and, accordingly, we do not express an audit opimon‘
o, except to the extent otherwise explicitly stated in this report any form of assurance thereon.

In connection with our audit of the ﬁnanmal statements. our responS|b|I|ty is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or’
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an

- appareént material inconsistency or material misstatement, we are required to perform procedures to conclude
whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are reqwred to report that fact. We have nothing to report based on these,
responsnbilities ‘

With respect to the Strategic report and Report of the Directors', we also con3|dered whether the disclosures
required by the UK Companles Act 2006 have been included

Based on our work undertaken in the course of the audit the Companies Act 2006 requwes us also to report.
certain opinions and matters as described below

Strategic report and Dlrectors report "
In our opinion, based on the work undertaken in the course of the audlt the lnformatlon given in the- Strategic
report and Directors'. report for the year ended 31 December 2023 is consistent with the fmancnal statements
and has been prepared in accordance with. applicable Iegal reqwrements

In light of the knowledge and understandmg of the Company and its enwronment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic report and Directors' report.

Responsibilities for the financial statements and the audit )

Respon5|blllties of the directors for the fmanclal statements

As explained more fuIIy in the Statement of Directors’ responsibilities, the directors -are responsuble for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that -
they give a true and fair view. The directors are also responsible for such internal control as they determine is
necessary to enable the preparatlon of fi nanual statements that are free from material misstatement, whether-
due to fraud or-error. : . . .

In preparlng the financial statements, the directors are responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to Ilqwdate the Company or to cease operations,
or have no realistic alternative but to do so.

Auditors’ respon5|blllt|es for the audit of the financial statements Co

" Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our )
opinion.'Reasonable assurance is a high level of assurance, but.is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise’
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
-expected to influence the economic decisions of users taken on the basis of these financial statements.
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- Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures inline with our responsibilities, outlined above, to detect material misstatements in respect of
iregularities, including fraud. The extent to which our procedures are capable of detecting |rregular|ttes
|ncludlng fraud, is detailed below. - '

Based on our understanding of the Company and industry, we identified that the principal risks of non-
compliance with laws and regulations related to the Companies Act 2006, the Prudential Regulation Authority's
regulations, the Financial Conduct Authority's regulations and UK tax legislation, and we considered the extent
to which non-compliance might have a material effect on the financial statements. We evaluated
management's incentives and opportunities for fraudulent manipulation of the financial statements (including
the risk of override of controls), and determined that the principal risks were related to posting inappropriate
journal entries to increase revenue, and management bias in accounting estimates. Audit procedures
performed by the engagement team included: .

e Discussions with the Risk and Audit Committee, management (including those involved in the Risk and
Compliance function) ~ and Internal Audit | including consideration of known or suspected instances of
non-compliance with laws and regulation and fraud

e Assessment of matters reported on the Company s whistleblowing reglster and the results of management’s
investigation of such matters.

¢ Reading key correspondence with the Prudential Regulation Authority and the Financial Conduct Authority.

e Reviewing relevant meeting minutes including those of the Board, Risk and Audit Committee, the Executive
Committee and Technical Governance Committee, as well as attending the Risk and Audit Committee.

e Reviewing data regarding policyholder complaints, the Company’s register of litigation and claims, Internal
Audit reports, compliance reports in so far as they related to non-compliance with Iaws and régulations and
fraud. .

e Procedures relating to the valuation of insurance contract liabilities, in particular mortality, morbldlty and
‘expense assumptions described in the key matters above.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions
reflected in the financial statements. Also, the risk of not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by,
_ for example, forgery or intentional misrepresentations, or through collusion.

Our audit testing might include testing complete populations -of certain transactions and balances possrbly
using data auditing techniques. However, it typically involves selecting a limited number of.items for testing,
rather than testing complete populations. We will often seek to target particular items for testing based on their
size or risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about
the population from which the sample is selected.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's
website at: www.frc.org.uk/auditorsrespohsibilities. This description forms part of our auditors’ report. -

Use of this report '

This report, including the oplnlons has been prepared for and onIy for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report is shown or into whose hands it may come save where expressly agreed by our prior consent in
writing. v

Other required reporting’

Companies Act 2006 exception reporting
“Under the Companies Act 2006 we are required to report to you if, in our oplnlon

e we have not obtained aII the information and explanations we require for our audit; or
e adequate accounting records have not been kept by the Company, or returns adequate for our audit have
not been received from branches not visited by us; or
e certain disclosures of directors’ remuneration specified by law are not made; or
o the financial statements are not in agreement with the accounting records and returns.
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We"have.no exceptions to report érising from this responsibility.

Appointment .

Following the recommendation of the Risk and Audit Committee ("RAC"), we were appointed by the members.
" on 31 March 2015 to audit the financial statements for the year ended 31° December 2015 and subsequent
financial periods. The period of total uninterrupted engagement is 9 years, coverlng the years ended
31 December 2015 to 31 December 2023

. Gary Shaw.(Senior Statutory Auditor)
. for and on behalf of PricewaterhouseCoopers LLP
"Chartered Accountants and Statutory Auditors .
London

05 April 2024
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HSBC LIFE (UK) LIMITED
Financial Statements

. Statement of comprehensive income for the year ended 31 December 2023

2023 - 2022’

Note ~ £'000 £000
(Restated)
Net insurance service resuit - . : ‘ 4 16,494 . 14,077
Net investment return . ' : : 4 12,399 A 21,839
Net fees income / (expense) - ‘ 4 5 ) 266 (576)
Net eperating income before ehange in expected credit losses ' ) . 29,159 B . 35,340
Credit impairment losses ' o . 6 (2,286) - (229) ..
Net ope;'ating income : . 26,873 35111 .
Total operatiﬁg expenses : ' ' : 7 ' (9,392) ‘ (9,912)
Profit béfore tax . ‘ ' 17,481 25,199 .
Tax credut/ (charge) . . ’ 9 ‘ ' 92,239 ] (6,400)
Profit and total comprehensnve income for the year ’ ) © 109,720 ‘ 18,799

1 From 1 January 2023, we adopted IFRS 17 ‘Insurance Contracts', which replaced IFRS 4 ‘Insurance Contracts’. 2022 comparat/ve data
_ has been restated. Refer (o Note 22, Effects of adopt:on of IFRS 17,-for the analysis of the resratement

The Company has no comprehenswe income or expense other than the profit for the year recognised in
"the statement of comprehensive income. :

The accounting 'po_licies and notes on pages 21 to 60 form an integral part of these financial statements.
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Flnanclal Statements (contlnued)

_Statement of financial position as at 31 December 2023

2023 2022' 20211
Note ‘£'000 £000 . .. £'000
. : i - (Restated) (Restated)
- ASSETS
Contractual rights"— investment contracté .. 10 - 422 449
" Financial investments at farr value through proft o ’
and loss . .
. — Equities o ’ .M - 4,141 44,106
— Debt securities-fi xed rate 11 40,954 52,326 . 85,530
— Collective investment schemes . 11 3,095,510 2,602,346 2,482,053
— Derivative financial instruments : c 11 - - . 192
~ - Cash and cash equivalents 11 168,523 154,146 142,717
Receivables, prepayments and accrued income 12 14,300 10,499 9,022. -
Income tax recoverable ) . - 1,205 2,936
Deferred tax asset . 19 88,456 - -
~ Insurance contract assets ’ ’ . 41,040 - 43,191 44,667
- Reinsurance contract assets 127,241 . 109,085 88,802
Total assets 3,576,024 2,977,361 2,900,474
LIABILITIES AND EQUITY
Llabllltles . -
Insurance contract liabilities 2,330,232 ‘ 1,898,506 1,766,944
Reinsurance contract liabilities 29,125 30,023 41,979
.Investment contracts liabilities . 16 7 852,588 789,148 860,440
Insurance and other payables and deferred i income 17 41,037 40,932 -'29,369
" Other provisions . 18 54 . 54 113
Deferred tax liabilities ) : 19 . - 22,538 16,268
Current tax liabilities ' 17,108 - -
" Total liabilities 3,270,144 2,781,201 2,715,113 ‘
Equity o ’ ‘ . . :
Called up share capital . . 13 94,375 94,375 94,375
Retained earnings - 15 211,505 101,785 90,986
Total shareholders’ equity 305,880 196,160 185,361
3,576,024 2,977,361

Total equity and liabilities

2,900,474

1 From 1 January 2023, we adopted 1FRS 17 Jnsurance ‘Contracts', which replaced IFRS 4 lnsurance Contracts’. 2022 comparative data

has been restated and for 2021 the IFRS 17 transman balance sheet as at 1 January 2022 is presented. Refer to Note 22, Eﬁec!s of adoption of

IFRS 17, for the analysis of the restatement.

The accountlng pollcres and notes on pages 21 to 60 form an mtegral part of these fi nancral statements.

These financial statements were approved by the Board of Dlrectors on 28 March 2024 and were signed

on its behalf by:

Digitally signed by: -
Douglas Clow

Date: 2024.04.04
17:33:16 Z

DAClow
Director
Company Registered Number: 00088695
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Statement of cash flows for the year ended 31 December 2023 . _
S ' ' 2023 © 2022

Note £'000 o £'000
. . (Restated)
Cash ﬂo_ws from opérating activities )
Profit before tax - o : . : 17,481 | 25,199
Adjustments for: : o . ]

— Interest receivable ) : (11,461) (2,859)
— Dividends receivable ) : . . (24,473) - (18,281)

— Interest payable . ) ' : 58 - ) -

© _— Amortisation . : . © 422 27
Net fair value losses/(gains) on financial assets - ‘ ' ‘ (198,862) ‘ . 246,498
Net insurance finance (income)/expense ) i 160,071 . (179,872)

Changes in operating assets and liabilities )

Net (increase)/decrease in equity securities ’ 128 . 46,879
Net (increase)/decrease in debt securities ' ’ 16,154 27,057
Net (increase)/decrease in collective investments . ) a (295,080) - (367.,517)
Net (increase)/decrease in derivative financial instruments » 9 161
Net (increase)/decrease in [0ans, receivables and prepayments : ’ (3,980) . (1,249)
Net (increase)/decrease in msurance contract assets 2151 . © 1,476
Net (increase)/decrease in reinsurance contract assets' ' . . (18,156) (20,283)
Net increase/(decrease) in insurance contract liabilities ' : ‘ 271,655 311,434
Net increase/(decrease) in reinsurance contract liabilites ) . (898) . (11,956)

_Net increase/(decrease) in investment contract liabilities 63,440 (71,292)
Net increase/(decrease) in insurance and other payables and : ) 105 11,563
deferred income : : .

. Net |ncrease/(decrease) in other prowsmns ' : - - (59)
Cash’(used in)/generated in operations o - . : (21,236), ' - (3,084)

' Interest received on investments ‘ . : B - 11,583 2,576
Dividends received on investments . : . 24,530 . 18,336

- Interest paid o " . (58) . -
Income taxes (paid)/reclaimed R . {442) 1,601
Net cash generated frbm-oberating activities : . . 14,377 19,429
Cash flows from financing activities ) .

" Dividend paid- ' ) ’ ’ ] - - (8,000)
Net cash outflow from financing activities T ' . - ) * (8,000)
Net increase in cash and cash equivalents ' 14,377 - 11,429
Cash and cash equivalents brought forward B 11 . 154,146 142,717
Cash and cash equivalents carried forward ‘ 11 168,523 " 154,146

1 From 1 January 2023, we adopted IFRS 17 ‘Insurance Contracts’, which replacad IFRS 4 ‘Insurance Contracts'. 2022 cbmpérative data
has been restated. Refer to Note 22, Effects of adoption of IFRS 17, for the analysis of the restatement. ’ ’

The Company classifies the net acqmsmon of financial ‘assets as operating cash rows as these are‘
funded from the net cash flows associated with insurance and investment contracts.

* The accountmg poI|C|es and notes on pages 21 to 60 form an integral part of these financial statements.
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Statement of changes in equity for the year ended 31 December 2023

Called up share  Retained Total equity

capital - earnings .
o ‘ £000 : £'000 £'000
Year Ended 31 December 2023 - e
1 January 2023 - B o 94,375 - 101,785 . 196,160
- Profit for the year S " 109,720 " 109,720
Total comprehensive income for the year i : - ) 109,720 : 109,720
_Transactions with the owners of the Company recognlsed d|rectly
in equity: . . o - L
Dividends to shareholder ) ' . . = - -
31 December 2023 ’ - - 94,375 '211,505 . 305,880
Called up share Retained earnings' Total equity’
capital' : o
£'000 £'000 . £'000
{Restated) . . * (Restated) (Restated) -
Year Ended 31 December 2021 as prevuously reported - - - . 94,375 : 43,708 © 138,083
Impact on transition to IFRS 17 ) - ) 47,278 - 47,278
.1 January 2022 (restated) S o .94,375 " .90,986 - 185,361
Profit for the year o o SR 18,799 - " 18,799
- Total comprehensive income for the yea[ - - - 18,799 18,799
'Transacttons with the owners of the Company recogmsed dlrectly ‘
in equity: . _ . ) ) ’ - .
Dividends to shareholder R . : - . (8.000) (8,000)
31 December 2022 L ) 94,375 : ' 101,785 . 196,160

1 ~From1 January 2023, we adopted IFRS 17 ‘Insurance Contracts’, which replaced IFRS 4 ‘Insurance Contracts 2022 comparat:ve data
- has been restated Refer to Note 22, Effects of adopt:on of IFRS 1 7 for the ana/ys:s of the restatement )

' The accountlng pollCIeS and nétes on pages 21 to 60 form an integral part of these fnancnal statements

Total shareholders equity is wholly attributable to equity shareholders.
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HSBC LIFE (UK) LIMITED
Notes on the Financial Statements

(a)

(b)

—

1 Basis of preparation

~ Standards adopted during the year ended 31 December 2023

Compliance with International Financial Reporting Standards

The financial statements of the Company have been pre'pa'red in accordance with UK-adopted
International Accounting Standards (IASs) and with the requirements of the Companies Act 2006 as
applicable to companies reporting under those standards.

There were no unendorsed standards effective for the year ended 31 December 2023 affecting these
financial statements and the Company’s application of IASs result in no differences between IASs.

IFRS 17 ‘Insurance contracts’

On 1 January 2023, the Group adopted the requirements of IFRS 17 ‘Insurance Contracts’
retrospectively with comparatives restated from the transition date, 1 January 2022. At transition, the

Company's total equity increased by £47m Refer to Note 22, Effects of adoption of IFRS 17, for the

analysis of the restatement.

On adoption of IFRS 17, balances based on IFRS 4 were derecogmsed Insurance contract liabilities
have been remeasured under IFRS 17 based on groups of insurance contracts, which include the
fulfilment cash flows comprising the best estimate of the present value of the future cash flows (for
example premiums and pay-outs for claims, benefits, and expenses), together with a risk adjustment

for non-financial risk, as well as the contractual service margin (‘CSM’). The CSM represents the -

unearned profits that will be released and systematically recognised in insurance revenue as services
are provided over the expected coverage period. The Company has no illiquidity premium. The
characteristics of the liquidity cashflows support an illiquidity premium of zero.

The key differences between IFRS 4 and IFRS 17 are summarised in the following table:

IFRS 4 o IFRS 17

|

- Balance sheet

- Insurance contract liabilities for non-linked life insurance - Insurance contract liabilities are measured for groups of

contracts are calculated by local actuarial principles.
Liabilities under unit-linked life insurance contracts are at

" least equivalent to the surrender .or transfer value, by

reference to the value of the relevant underlying funds or
indices.

" insurance contracts at current value, comprising the fulfilment

cash flows and the CSM.
The fulfiment cash flows comprise the best estimate of the

'present value of the future cash flows, together with a risk

adjustment for non-financial risk.
The CSM represénts the unearned profit.

Profit emergence/
recognition

The valué of new business is reported as revenue on Day
1.

The impact of the majority of assumption changes is
recognised immediately in the income statement. -
Variances between actual and expected cash flows are
recognised in the period they arise.

The CSM is systematically recognised in revenue as services .
are provided over the expected coverage period of the gro'up of
contracts (i.e. no Day 1 profit).

Contracts are measured using the general measurement model
(‘GMM') "or the variable fee approach (‘VFA') model for
insurance contracts with direct participation features upon
meeting the eligibility criteria. Under the VFA model, the
investment experience and assumption changes are absorbed
by the CSM and released over time to profit or loss. For
contracts measured under GMM, the Company's share of the
mvestment volatility is recorded in prof it or loss as it anses
Losses from onerous contracts are recognised in the |ncome
statement immediately. : :
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B

IFRS4 - s - IFRS 17

I

Investment return
assumptions (discount
rate) ’

- Estimates are also made as to future investment income - Under the market consistent approach, expected future
arising from the assets backing unit-linked longterm  investment spreads are not included in the investment return

insurance contracts. These estimates are based on . asstjmption. Instead, the discount rate includes an illiquidity
current market returns as. well as expectations about  premium that reflects the nature of the associated insurance
future economic and financial developments. In order to  contract liabilities. For the Company the characteristics of the

ensure prudence, the direction of the interest rate margin  liquidity cashflows support an illiquidity premium of zero.

is based on whether an individual contract is an asset or
a liability, on a contract by contract basis. It is prudent to
increase the realistic assumption for those contracts that
can be considered as assets and to decrease it
otherwise. A margin of 20 per cent (relative to best
estimate) is used, operating in the appropriate direction.

Expensésv - Total expenses to acquire and maintain the contract over - Projected lifetime expenses that are directly attributable costs
‘ its lifetime are mcluded in the insurance contract liabilities  are included in the insurance contract liabilities and recogmsed )

calculation. . in the insurance serwce result.

- Expenses are recognised across operating expenses and - ‘Non-attributable costs are reported in operating expenses.

fee expense as incurred.

Transition’
In applying IFRS 17 for insurance contracts retrospectlvely, the full retrospectlve approach (‘FRA’) has

been used unless it was impracticable. When the FRA is impracticable such as when there is a lack of

sufficient and reliable data, an entity has an accounting policy choice to use either the modified
retrospective approach (‘MRA’) or the fair value approach ('FVA’). The Company has applied the FRA
for new business from 2018 at the earliest, subject to practicability, and the FVA for the majority of the
remaining contracts for which the FRA is impracticable. The selection of 2019 for FRA was based on
consideration of the data and models available for earlier periods, the reasonable efforts needed to

apply FRA and the materiality of the business that would be remaining at the transition date. Prior to -

2016, before -implementation of Solvency 1l, the calibration of .management’s risk appetite for
uncertainty is believed to.require hindsight and is therefore is ineligible for FRA. .The models used to
value liabilities underwent significant development leading up to the year end 2019 valuation date,
new business volumes over 2016 to 2018 were low relative to volumes from 2019 and the economic
conditions reduced new business profit margins. The combination of these factors mean the effort to

_complete FRA for the years. 2016 to 2018 would not be proportlonate to the resulting CSM balance at

transition.

_Under.the FVA, the valuation of insurance liabilities on transition is based on the a;;plicable

requirements of IFRS 13 ‘Fair Value Measurement'. This requires consideration of the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (an exit price). The CSM is calculated as the difference between
what a market participant would demand for assuming the unexpired risk associated with insurance
contracts, including required profit, and the fulfllment cash flows that are determined using IFRS 17
principles.

In determining the fair value, the Company considered the estimated proft margin that a market

~ participant would demand in return for assuming the insurance liabilities with the consideration of the
"level of capital that a market participant would be required to hold, and the discount rate with an

allowance for an illiquidity premium that takes into account the level of ‘matching’ between the
Company's assets and related liabilities. These assumptions  were set taking into account the
assumptions that a hypothetical market participant operating in each local jurisdiction would consider.

Amendments to IAS 12 ‘International Tax Reform — Plllar Two Mode| Rules

On 20 June 2023, legislation was substantively enacted in the UK to introduce the OECD s Pillar Two

global minimum tax rules and a UK qualified domestic minimum top-up tax, with effect from 1 January:

2024. Based on an assessment performed, thls Ieg|slatlon |s not expected to mcrease the company’s
future tax ||ab|Imes
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(c)

(d

(e) -

(f)

()

_Future accounting developments

Minor amendments to IASs: ,

The 1ASB has published a number of minor amendments to IFRS’s which are effective from 1 January
2024. The Company expects they will have an insignificant effect when adopted, on the financial
statements, if applicable. .

Presentation of information

The functional currency of the Company is Sterling, WhICh i$ also the presentatlon currency of the
financial statements. :

The financial statements of the Company have been prepared in accordance with the Companies Act
2006 as applicable to companies using UK-adopted IASs. The principal accounting policies applied in,
the preparation of these financial staternents have been consistently applied to all of the years
presented, unless otherwise stated. :

The Company is exempt from the req'uirement to prepare group financial statements by .virtue of
section 400 of the Companies Act 2006. The financial statements present mformatlon about the :
Company as an individual undertaking. .

Critical accountlng estimates and Judgements

The preparation of financial information requires the use of estimates and judgements about future
conditions. In view of the inherent uncertainties and the high level of subjectivity involved in the
recognition or measurement of items, highlighted as the ‘Use of accounting estimates and judgements’

in section 2(k) below, it is possible that the outcomes in the next financial year could differ from those -

on which management's estimates are based. This could result in materially different estimates and
judgements from those reached by management for the purposes of these financial statements.
Management's selection- of the Company’s accounting policies that contain critical estimates and
judgements reflects the materiality of the items to which the pohcnes are applied and the high degree
of judgement and estimation uncertalnty involved. .

Management has considered the impact of climate-related risks on the Company’s financial position
and performance. While the effects of climate change are a source of uncertainty, as at 31 December
2023 management do not consider there to be a material impact on our critical judgements and
estimates from the physical, transition and other climate-related risks in the short to medium term. In
particular management has considered the known and observable potential impact of climate-related
risks of associated judgements and estimates in our fair value calculations.

Going concern

' Thef' nancial statements are prepared on a going concern basis as the Directors are satisfied that the -

Company has the resources to. continue in business for the foreseeable future. In making this
assessment, the Directors have conS|dered a W|de range of lnformatlon relating to present and future

-conditions, including:

—  Current capital requirementsand resources;

— Projected capital requirements and solvency ratios;

—  Future projections of profitability;

—  Cashflow pro;ectlons

-~ Current and forward looking liquidity adequacy, including scenario analyses

— Considerations of stressed scenarios that reflect the uncertainty in-ongoing structural changes
from the Covid-19 pandemic, the Russia-Ukraine-and Israel-Hamas wars, rising inflation as a
result of disrupted supply chains globally, climate change and other top and emerging risks, as
well as from the related |mpacts on profitability, capltal and liquidity.

' General information

HSBC Life (UK) lerted isa company domiciled and |ncorporated in England and Wales.
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@

2 Summary of significant accounting policies

Frnancral Instruments

Frnancral instruments, cover a wide range of ﬁnancral assets, including financial mvestments other
receivables, cash and cash equivalents and financial liabilities, including investment contract liabilities,
‘and trade payables :

Ctassrf cation and measurement of financial assets and frnancral liabilities

A financial asset is initially measured at. fair value plus, for an item not at fair vaIue through proft and

"loss (‘FVTPL), transaction costs directly attributable to its acquisition.

Afi nancral asset is classified, on initial recognrtron as measured at: amortlsed cost; fair. value through
other comprehensrve ‘income - (‘FVOCI') debt instrument; FVOCI -equity .investment; or FVTPL. The .
classrf catron of financiat assets depends on;

- the purpose for which they were acquired,

. - the business model in which the financial asset is managed, and

- its contractual cash flow characterlstrcs This classification determrnes the subsequent
measurement basrs ; :

- Business model

. The Company manages |ts financial |nstruments on a fa|r value basis. The Company manages the

business and makes business decisions on an economic capital basis. This is determined on- a
Solvency |l basis which requires assets and liabilities to be valued at fair value (best estlmate liabilities

for technical’ provrsrons)

The performance of the assets is evaluated and reported to management on a fair value basis. The ‘
economi¢ capital balance sheet and the investment returns (fair value movements and interest) are

“reported to management and evaluated at governance meetings (Assets and Liabilities Management

Committee “ALCO", Risk-and. Audit Committee and. Technrcal Governance Commrttee) on a fair value
basrs .

— . Financial investments are measured at fair vaIue through profit and loss.

- Denvatlve financial instruments;

- Receivables. These are non-derrvatrve financial assets with fixed or determlnable payments that .

.are not quoted in an active market

All financial assets classified at fair value through proflt or loss are managed and their performance
evaluated, on a fair value basis. :

Purchases and sales of financial assets are recognised on the trade date, which is when the Company
commits to purchase or sell the assets. Other financial assets are de-recognised when contractual

rights to receive cash flows from'the investments expire, or when the investments, together with

substantially all the nsks and rewards of ownershrp, have been transferred.

" Financial assets" (mcludnng derrvatlve Irabrlrtres) are initially measured at falr value. After initial

recognition, the Company measures financial assets (and derivative liabilities) classified at fair value
through profit or loss at fair value, without any deduction for transaction costs it may incur on disposal.

- The fair value of quoted investments are their quoted bid prices at the statement of financial posrtron
date. Certain fnancral assets are valued using a valuation technique: -

- Derrvatlve instruments valued.at market prrces

= Unlisted debt securities relate to short’ term instruments and are valued by reference to the yrelds'

. on the instruments (see note 11);

Realised gains and losses, and unrealised gains and losses arising from changes in the fair value of
financial assets at fair value through profit or loss, are included in the income statement in the period

- in which they-arise. Net fair value gainsflosses on financial instruments classified at fair value through
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_ profit or loss are reported in the income statement as f nanmal mcome inclusive of mterest received
and recelvable from debt securities. :

Dividends from equities and collective investmenits ‘are included in financial income on the date that
the securities are quoted ex dividend. :

Interest income represents interest calculated on an effective interest basis.
Determmatlon of fair value

All financial |nstruments are recogmsed rnrtlally at fair value, except for recelvables that are recognised
initially at fair value plus dlrectly attributable transaction costs. In the normal course of business, the
fair value of a financial instrument on initial recognltlon is the transactlon prlce (that is, the fair value of
the consideration given or recerved) :

'Subsequent to initial recognition the fair values of financial instruments measured at fair valte that are -

" quoted in active markets are based on bid prices for assets held and offer prices for liabilities issued.
When independent prices are not available, fair values are determined by using valuation techniques -
which refer to observable market data. These include comparison to similar instruments where market -
observable prices exist, discounted cash flow analysis and other valuation technlques commonly used
by market participants. :

Cash and cash equlvalents

For the purpose of the cash flow statement cash and cash equivalents include hlghly Ilqund
investments that are readily convertible to known amounts of cash and which are subject to an -
insignificant risk of change in value. Such investments are normally'those with less than three months’
maturity from the date of acquisition, and include cash.

Cash .and cash equivalents comprlse cash balances and short term deposns all of which are classified

as FVTPL ‘
Trade payables and receivables ke s

Due to the short term nature of trade payables and recelvables thelr carrylng amount is considered to
be the same as their falr value.

Financial liabilities '

The Company also determines- classification . of financial liabilities as FVTPL as per-the- business
model. For investment contracts please refer to note 2 (c). - o

Impalrment of financial assets

An.expected credit loss (‘ECL’) impairment -model applies to financial assets measured at amortised
cost, contract assets and debt investments at'FVOCI, but not to investment in.equity instruments. The
Company s business model is a fair value business model and therefore there is no |mpa|rment lmpact'
.on financial mvestments and derivatives, as both are at FVTPL.

- Receivables are credlt-tmparred when. there IS observable data that the following events have taken
place
- Significant fmancral difficulty of the |ntermed|ary, e.g. known cashflow difficulties experienced by
. the intermediary, or deterioration in the financial condltlon or outlook of the borrower such that’ its
ability to repay is considered doubtful; : ‘

- A breach of contract, such as a default or past due event, e.g. contractual payments of elther
principal or interest being past due for more than 90 days; :

— It'is becoming probable that the mtermedrary will enter - bankruptcy or other financial
. reorgamsatmn

= A concession granted to the intermediary for economic or Iegal reasons relating to. the
intermediary’s financial difficulty that HSBC would not otherwise consider, e.g. forgiveness. or
postponement of principal, interest or fees where the concession is not insignificant.

In such cwcumstances the credit rmpalrment loss will be recognlsed in the Statement of proflt or loss.
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- Insurance contracts

A contract is classmed as an insurance contract where the Company accepts sugnrﬁcant rnsurance risk

" from another party by agreeing to compensate that party if it is adversely. affected by a specified

‘uncertain future event. An insuranoe' contract may also transfer financial risk, but-is accounted for as
an insurance contract if the insurance risk is significant. In addition, the Company issues insurance
contracts ‘with direct. participation features (unlt-lrnked) which are also accounted under -IFRS 17

‘Insurance Contracts’.

Aggregation of insurance contracts '

Individual insurance contracts that are managed together' and subject to similar risks are identified as

- .a portfolio. Contracts that are managed together usually belong to the same product group, and have

similar characteristics such as being subject.to a similar pricing framework or similar product
management, and are issued by the same legal entity. If a contract is exposed to more than one risk,
the dominant risk of the contract is used to assess whether the contract features similar. risks. Each
portfolio is further separated by the contract's expected profitability.” The portfolios are split by their

. . profitability into: (i) contracts- that are onerous at initial recognition; (ii) contracts that.at initial
" recognition have no significant possibility of becoming onerous subsequently; and (jii) the remaining .

contracts. These profitability groups are then divided by issue date, with most contracts the Company

-issues-after the transition date being grouped into calendar quarter cohorts. Currently no contract are
" being assugned to category (ii) as there is no evrdence to support this allocation.

The measurement of the insurance contract liability is based on groups of insurance contracts as

_ ‘established at initial recognition, and will include fulfilment cash flows as well as the CSM representing
- -the unearned profit. The Company has elected to update the estimates used in the measurement ona
year-to-date basis. :

Fulfi Iment cash flows

. The fulfllment cash flows comprlse the followmg

(i) Best estimates of future cash flows

The cash flows within the contract boundary of each contract in the Company inélude. amounts

“expected to be collected from premiums and payouts for claims, .benefits and expenses, and are

projected using a range of scenarios and assumptions in an unbiased way ‘based on the Company s
demographic and operating experience along with external mortality data where: the Company s own
expenence data is not‘sufficiently Iarge in size to be credlble

(u) Adjustment for the trme value of money (i.e. discounting) and ﬂnancral risks assomated with the -
future cash flows . . .

The estimates of-future cash ﬂows are adjusted to reﬂect the time value of money and the financial

" risks to denve an expected present value.’

A bottor- -up approach is used to determine the discount rate to be applled to a given set of expected

future cash flows. This is. derived as the sum of.the risk-free yield and an illiquidity- premium. The. risk- -
free yield is determined based on observable market data, where such markets are considered to .be
deep, liquid and transparent. When information is not available, management judgement is applied to
detérmine the appropriate risk-free yield. llliquidity premiums reflect the liquidity characteristics of the
associated insurance contracts. The charactenstlcs of the insurance contracts support a zero illiquidity
premium.

(iif) RlSk ‘adjustment for non-frnancral risk

"The risk adjustment reﬂects the’ compensatlon required for bearing the uncertainty about the amount
- and timing of future cash flows that arises from non-financial risk. It is calculated as a. 75th percentile

level of stress over a one year perrod The level of the stress is determined with reference to external-

" regulatory stressés and internal economic capital stresses.

The. Company does not drsaggregate changes in the risk adjustment between insurance service result

’ (compnsrng insurance revenue and insurance service expense) and |nsurance fmance income or

expenses. All changes are included in insurance service. result.
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Measurement models

The variable fee approach ('VFA‘) measurement model is used for contracts issued by the Company,
which is mandatory upon meeting the following eligibility criteria at inception:

— the contractual term's specify that the policyholder participates in a share.of a clearly identified
pool of underlying items; .

— the Company expects to pay to the policyholder a substantial share of the fair value réturns on the
underlying items. The Company considers that a substantial share is a majority of returns; and

- the Company expects a substantial proportion of any change in the amounts to be paid to the
policyholder to vary with the change in fair value of the underlying items. The Company considers
that a substantial proportion is a majority proportion of change on a present value probabillty-
weighted average of all scenarios.

The remaining contracts’ issued and the reinsurance contracts held are accounted for under the
general measurement model (‘GMM’). :

CSM and coverage units -

The' CSM represents the unearned profit and results in no income or expense at initial recognition
when the group of contracts is profitable. The CSM is adjusted at each subsequent reporting period for
changes in fulfiiment cash flows relating to future service (e.g. changes in non-economic assumptions,.
including mortality and morbidity rates). For initial recognition of onerous groups of contracts and when
groups of contracts become onerous subsequently, losses are recognised in insurance service
expense immediately.

For groups of contracts measured using the VFA, changes in economic expenence and economic
assumption changes adjust the CSM, whereas these changes do not adjust the CSM under the GMM,
but are recognised in profit or loss as they arise.

The CSM is systematically recognised in insurance revenue to reﬂect the insurance contract services
provided, based on the coverage units of the group of contracts. Coverage units are determined by the
quantity of benefits and the éxpected coverage period of the contracts.

"The Company identifies the quantity of the benefits provided as follows:

- Forinsurance coverage - based on the expected net policyholder insurance benefit at each period
after allowance for decrements, where net policyholder i insurance benefit refers to the amount of
sum assured less the fund value or surrender value.

- - For investment services (including both investment-return service and investment-related service)
- based on a constant measure basis which reflects the provision of access for the policyholder to
the facility. ' :

For contracts that provide both insurance coverage and investment services, coverage units are
weighted according to the expected present value of the future cash outflows for each service.

Insurance service result

Insurance revenue reflects the consideration to which the Company expects to be entitled in exchange
for the provision of coverage and other insurance contract services (excluding any investment
components). Insurance service expenses comprise the incurred claims and other incurred insurance
service expenses (excluding any investment components), and losses on onerous groups of contracts -
and reversals of such losses. ' :

“Insurance finance income and expenses

Insurance finance income or expenses comprise the change in the carrying amount of the group of
insurance contracts ‘arising from the effects of the time value of money, financial risk and changes
therein. For VFA contracts, changes in the fair value of underlying items (excluding additions and

AW|thdrawaIs) are recognised in insurance finance income or expenses.
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(e)

- (0

Investment contracts
Classification

Contracts under which the transfer of insurance risk to- the. Company from the policyholder is not
significant are classified as investment contracts. ‘

Recognition and measurement

Amounts collected on investment contracts, which prlmanly involve the, transfer of financial risk, are -
accounted for using deposit accounting, under which the amounts collected are credited directly to the

. statement of financial position, as an adjustment to'the investment contract liability to the policyholder,

and payments to policyholders are debited against the statement of financial position liability.

All investment contracts issued include the provision of investment management services. These
services are accounted for in accordance with IFRS. 15 Revenue from contracts with customers where
the revenue associated with the service component is recognised by reference to the stage of
completion of the transaction. The Company recognises annual management fees, based on the
policyholder's account value, when due. Any front-end fees deducted from premiums received, prior to
allocation-of units to the policy, are spread over the expected penod of the contract based. on the
latest assumptlons

Llablllty measurement

Liabilities in relatlon to unit-linked |nvestment contracts are classifi ed under IFRS 9 requurements as at
fair value through profit or loss. The financial liability is measured using a valuation techmque based
on the carrying valué of the assets and liabilities that are held to back the contract, adjusted to take
account of the effect on the liabilities of the' discounting for the tlme value of tax payments on assets
sold in the fund.

These liabilities are clasSifed as fair value through profit and Ios's as this group of liabilities, together
with the ‘related unit- llnked assets, are managed, and thelr performance evaluated on a fair value
basis. ‘

Revenue

. Revenue comprises insurance contract revenue, fees and commission income and fi nancral income.

Flnan0|a| income is detailed above in note 2 (a) Financial mstruments

The accountlng policy in _relatlon to revenue from insurance contracts is disclosed in riote 2(b).

Fee and commlssmn income

Fees and commission income includes fees on mvestment management services contracts that are
recognlsed as the services are provnded and that it i is highly improbable that these will be reversed.

Fees and commissions that do not require the Company to render further services are recogmsed as
other income by the Company when they become receivable.

Expenses

¥

Commissions payable on the sales of investment contracts are capitalised and amortised as the

" related revenue is recognised.

Income Tax

Income tax comprises current and deferred tax and is recognlsed in the income statement

‘Current tax is the tax expected to be ‘payable on the taxable profit for the year, calculated using tax

rates enacted or substantlvely enacted by the end of the reporting period and any adjustment to tax
payable in respect of prev1ous years. Current tax assets and liabilities are offset when the Company
intends to settle on a net basis and the Iegal right to offset exists.

Deferred tax is recognised on temporary dlfferences between the carrying amounts of assets and
liabilities in the statement of financial position and the amounts attributed to such assets and liabilities
for tax purposes. Deferred tax liabilities are generally recognised-for all taxable temporary differences
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and deferred tax assets are recognised to the extent that it is probable that future taxable profits will be

"available against which deductible temporary differences can be utilised.

Deferred tax is calculated using the tax rates expected to apply in the penods in which the assets will
be realised or-the liabilities settled, based on tax rates and laws enacted, or substantively enacted, by
the end of the reporting period. Deferred tax assets and liabilities are offset when they arise in the
same tax. reporting group-and relate to income taxes levied by the same taxation authority, ahd when.
the Company has a legal right to offset.

In addition to paying tax on shareholders’ profits (‘shareholder tax’), the Company pays tax on
policyholders’ investment returns (‘policyholder tax’) on certain products at policyholder tax rates. The
incremental tax borne by the Company represents income tax on policyholder's infestment return.
Utilisation of historic tax losses, means that the Company will only pay policyholder tax once the
historic tax losses are fully utilised.

Foreign currencies

Transactions in foreign -currencies are recorded in the functional currency at the rate of exchangeA
prevailing on the date of the transaction.

Monetary assets and liabilities denomlnated in foreign currencies are translated into the functlonal
currency at the rate of exchange ruling at the end of the reporting period. Any resulting exchange
dlfferences are included in the statement of comprehensive income.

Non-monetary assets and liabilities that are measured at historical 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 liabilities measured ‘at fair value in a foreign currency.are translated into the
functional currency using the rate of exchange at the date the fair value was determined. Any
exchange component of a gain or loss on a non-monetary item is recognised in other comprehensive

income if the galn or loss on the non-monetary item is recognised in other comprehensive income. Any

exchange component of a gain or loss on a non-monetary item is recognised in the statement of
comprehensive income if the gain or loss on the non- monetary item is recognlsed in the statement of
comprehensive income.

Translation differences on items measured at fair value, such as equities held at fair value through”
profit or loss, are reported as part of the fair value gain or loss: :

Contractual rights

" Contractual rights — investment contracis

Incremental costs that are incurred in acquiring investment management service rights are capitalised
as an asset, representmg the right to  benefit from providing investment management services, and

_amortised as the related revenue is recognised. These assets are reviewed regularly to determine if

they are recoverable from future cash flows on the associated contracts. Those that are not deemed to
be recoverable are charged to income. The test for recoverability is performed at a portfolio level, on.
portfolios of relat|ve|y homogeneous contracts. .

Amortisation

Amdrtisation is recognised in the statement of comprehensive income on a straight-line basis over the
estimated useful life of the contracts. The amortisation pattern and duration are reviewed annually for
each contract group, based on the latest estimates, and any adjustments taken to the statement of
comprehensive income in the current penod

Provisions

A provision is recognised in the statement of financial position when the Company has a present legal

“or constructive obligation as a resuilt of a past event, and it is probable that an outflow of economic

benefits will be required to settle the obligation. Where appropriate, provisions. are determined by

" discounting the expected future cash flows at a pre-tax rate that reflects current market assessments

of the time value of money and the risks specific to the liability.
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Share capital

Shares are classified” as equrty when there is no contractual obligation to transfer cash or other
financial assets. Incremental - costs directly attributable to the .issue of equnty instruments are
recognised in equity as a deduction from proceeds, net of tax.

Dividends payable in relation to equity shares are recognised as follows; final dividend payments are .

~ reflected in the financial statements in the penod in WhICh they are declared and mterlm dividends in
the period they are paid. o o ' :

Use of accounting estimates and Judgements

When preparing the fi nanmal statements, it is the Dlrectors responsibility to select surtable accounting
policies and to make judgements and estrmates that are reasonable and prudent.

The Company makes estimates and assumptions concerning the future that have a significant nsk of
causing a material adjustment to the reported amounts of assets and liabilities within the next financial
year. Estimates and assumptions are continually evaluated and based on assessments of historical
experience and other factors, including expectations of future events that are believed to be.
reasonable under the circumstances. The final estimates also include an explicit risk adjustment to
allow for uncertainty in the non-financial assumptrons within the. estimates.

Insurance contracts h

Under the fair value approach (FVA), the valuation of insurance liabilities on transition is based on the
applicable requrrements of IFRS 13 ‘Fair Value Measurement This requrres ‘consideration of the pnce'
that would '

be received to sell an asset.or pald to transfer a liability in an orderly transaction between market
participants at the measurement date (an exit price). The CSM is calculated as the difference between

what a market participant would demand for assuming the unexprred risk associated with insurance

" contracts, including reqmred proflt and the fulfilment cash flows that are determined using IFRS 17

principles.

" In determining the farr value the Company considered the estimated prof‘ t margin that a market.

participant would demand in return for assuming the insurance liabilities with the consideration of the
level of capital that a market partrcrpant would be required to" hold, and the discount rate with an

- allowance for an. |I||qu1d|ty premium that takes into account the level of ‘matching’ betweeh the

Company’s assets and related liabilities. These assumptions were set taking into account “the
aSSUmptlons that a hypothetical market participant operating in each local jurisdiction would consrder

Coverage units : :

The Company’s approach to the determination of coverage units is set out in ‘Summary of srgnlfcant
accounting policies’ in note 2(b). Judgement was involved in the determination of the approach that
most faithfully represents the nature of our business and the benefits that are ascribed to the policy
holder over the duration of insurance contracts, as the standard does-not specify a required basis for
determination of coverage units. The Company determined that the coverage unit basis that best
reflects the provision of investment services is the availability of the facility over time. For insurance _
business it is based on the expected net policyholder insurance benefit at each period after allowance

. for decrements

' Dlscount rates
‘The discount rate methodology |s a fundamental assumptlon underpinning the IFRS 17 reporting..

While IFRS 17 does not specify the actual methodology of setting the discount rate, it requires that the
methodology should be market consistent, set based on the liability characteristics, and that only
financial risk should be allowed for in the discount rate. The Company has elected to apply the risk-
free rate with no adjustment for an.illiquidity premium.

Expenses
IFRS 17 requires the determlnatlon of whether cash flows are directly attributable to the acqmsmon or
fulfilment of insurance contracts. Insurance acquisition cash flows are.included in the measurement of

a group of insurance contracts only if. they are directly attributable to the individual contracts in a ..
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group, or to the group itself, or the portfolio of insurance contracts to which the group belongs. When
estimating fulfilment cash flows, the Company also allocates fixed and variable overheads cash flows
directly attributable to the fulfilment of insurance contracts. Judgement is involved in identifying and
allocating costs and this determination has-been informed by time study assessments which consider

factors such as the allocation of frontline staff costs related to distribution including salaries, - -

commissions and bonuses, and associated overhead allocations. Assessments are also performed to -
-determine the amount of ‘maintenance costs such as claims handling, policy administration and
associated overheads

Deferred tax asset

A deferred tax asset has been recogmsed (Note 19, Deferred tax (assets)/liabilities), relatrng to hlstorrc
tax losses, based on the recognition and measurement criteria in IAS 12. :

" The Company is subject to the UK'’s taxation regime for life assurance.companies which seeks to tax
the policyholder profits,” where appropriate, along with the shareholder (Company) profits. This is
known as the “I-E” regime (broadly any mvestment income plus gains on disposals of assets Iess
expenses of management)

Under the I-E regime only Basrc Life Assurance and General Annuity Business (“BLAGAB") products,
are subject to tax on an I-E basis. Where there are more expenses than investment return and gains,
the Company is in an XSE position and will have XSE to carry forward XSE is effectively a form of tax
loss for which a deferred tax asset was recognised.

. The deferred tax asset is- recognrsed based on probable future taxable investment income and gains

~within 10 years. Assumed investment returns are consistent with actuarial assumptions used. in
reserving and the Board approved financial resource plan (FRP), which mcludes new busrness over
the planning period of 5 years

3 _Management of insurance and financial risk

. The Company issues contracts that transfer insurance risk or financial risk or both. it also holds fi nancial
instruments that transfer fi nancral risk. This section summarises these risks and the way the Company
manages these risks. : :

‘Insurance risk -

" The insurance contracts sold by the Company offer a lump sum of monthly income payable on death,.on
diagnosis of certain specified critical illnesses, or in the event of the policyholder being unable to work _
through long-term illness, or on a combination of these benefits. The amount of benefit payable may be
fixed at the outset, increased at a fixed rate or with regard to a recognised index, or reduced -over the
course of the contract. Alternatively, it may either be linked to the value of units allocated to the policy or
based on the original premium paid. :

Depending on the type of contract, the customer premiums may be expected to be level throughout the
term of the contract or increased annually on the anniversary of the inception of the contract.

For certain contracts, in the event of different experience, the Company may review the premium payable
by- the customer. For other contracts, the, customer premium is guaranteed throughout the term of the
. contract irrespective of any varlatrons in experience. :

The risk under any one insurance contract is the possibility that the insured event occurs, when it will
occur and, in some cases, the uncertainty of the amount of the resuiting claim. By the very nature of an
individual insurance contract, this risk is random and therefore unpredictable. Experience shows that the
Jarger the portfolio of similar insurance contracts, the smaller the relative variability about the expected
outcome will be. '

The Company manages its msurance risk through strict underwriting procedures {(developed in conjunction
with reinsurers) and claims management. These procedures are regularly reviewed internally and also by
the Company’s reinsurers. In addition, the Company's Risk Management Meetlng regularly monrtors and
manages insurance risk i issues.
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The Company adopts rigorous approval procedures for new products and pricing reviews, close
_monitoring and active management of reinsurance arrangements and monltorlng of emerging |ssues

The Company’s underwriting strategy is intended to ensure that the risks underwntten are diversifi ed in
terms of type of risk and the level of insured benefits. Medical selection is also included in the Company’'s ~
underwriting procedures, with premium varied to reflect the health condition and family medical history-of
" the applicants. The Company limits retention on individual lives for each type of insured benefit (e g Ilfe )
and critical iliness) by the use ‘of proportional- reinsurance. '

H|stor|cally, the Company has written a. sngnlflcant propomon of protectlon business where -.customers’

premiums are reviewable in line with experience. This represents approximately 18% (2022: 21%) of the

current . in-force protection business. The Company has obtained reinsurance on a combination of

reviewable and guaranteed terms for this business, and actively manages the risk ofa mlsmatch between
' the reinsurance and the commitment to customers. -

The Companyzalso writes protection business where, c_uetomer premiums are guaranteed. The Company
has Obtain‘edzreinsurance on guaranteed terms in order to match the commitment to. customers. .

" The spread of business is.generally geographically diverse within the United Kingdom meaning that the
Company is not exposed to a significant concentration of insurance risk on individual policies. However,

~ the Company is exposed to a concentration of insurance risk on the protection benefits provided as part of
the flexible benefits package offered to the UK employees of HSBC, of which the most material would be
in respect of a catastrophe at the UK headquarters of HSBC Bank. The concentration risk was considered
as part of the process of securing the business and appropnate relnsurance was put in place to ensure
that the risk exposure remained within the risk appetite of the Company.

The Company uses extemal reinsurance appropriately to reduce varlablhtyvof the losses incurred by the -
Company and has reinsurance contracts in place to mitigate a proportion of mortality and morbidity risk. In
addition, reinsurance is used where it is judged to be economically advantageous to do so.

The Company s current reinsurance treaties for the major new business lines are set out in the following
table.”

Business. Type A ) A _ . ‘ " Operating Type ) Retention’ . ' Risk Type .A

Mortality (internal Term business) Proportional T 40% ’ Risk rates
Morbidity (Internal Critical.iliness) : Proportional ) i ' 20°_/o ' Ris_t(’rates
A' Morbidity (income protection) ' ) ' Proportional” - o 40% . | . Risk rates
Mortality (Ekternal Term business) - ] Proportional . C 5% 3 . ARisk rates .
Morbidity (External Critical iliness) Proportional " 20% - Risk rates
. Group Term business - _‘ . B Propontonal S| ) 10% " Level Rate + Risk
' Co _rates
Group Critical lliness business Proportional - 0% . ' Level Rate + Risk
rates
Group.Income Protection ' » Proportional 1 - . " 0% . . LevelRate

Slmrlar proportional arrangements apply to eXIstlng business. The Company-makes use of remsurance to
reduce capltal requirements where it’i is avallable ‘on good economrc terms.

Sensmvrtles

‘The following table shows the sensitivity .of Company’s profit and total equity to reasonably foreseeable

changes in non-economic assumptions. These sensitivities are. prepare‘d in accordance with current

. IFRSs, which have. changed following the adoption of IFRS 17 ‘Insurance Contracts effectwe from 1
* January 2023. :
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Mortality and morbldlty risk is typically assocrated with life insurance contracts. The effect on prof it of an
“increase in mortality or morbidity depends on the type of business being written.

" Sensitivity to lapse rates depends on the type of contracts being written. An increase in lapse rates
typically has a negative effect on CSM (and therefore expected future profits) due to the loss of future’.
income on the lapsed policies. However, some contract lapses have a positive effect on profit due to the
existence of policy surrender charges and policies late on in the Ilfecycle wnll have a posmve |mpact if
laspes increase.

Expense rate risk is the exposure to a change in the allocated cost of administering insurance contracts.
To.the extent that increased expenses cannot be passed on to policyholders, an increase in expense rates
will have a negative effect on our profits. -

Sensmvrty of the Company to insurance risk factors:

Effect on CSM  Effect on profit after Effect oﬁ profit after Effect on total equity Effect on total equity.

. . . ) " (gross) tax (gross) tax'(net) © .{gross) . (net)
At 31 Dec 2023 ' o . £000’ - £/000 o £000 . " £000 | £000.
10% increase in mortality and/or morbidity rates .. {30,349) (8,764) . (3,103) . . (8.764) (3,103)
10% decrease in mortality and/or morbidity rates : 35,208 2174 . . 2476 - . 2174 2,476
" . 10% increase in lapse rates 3 ©(2,257) '(3,072) . (2,889) (3,072) ) (2,889)
10% decrease in lapse rates - ' oL 2212 ) . 402 2,288 402 S 0. 2,288
10% increase in expense rates’ (6,206) . (2,893) . (1,798) (2,893) Y. (1,788)
10% decrease in expense rates 6,253 240 . : 1,213 240° . . 1,213
At 31 Dec 2022 . . ‘ .
10% increase in mortality and/or morbidity rates - (35,053) - (3.034) (1,544) (3034) - . (1.544)
10% decrease in'mortality and/or morbidity rates ’ 39,091 R (1,208) o 1,400 ' (1,208) o . 1,400
10% increase in lapse rates (2,218) - (1,810) . 221y . (1,810) . (2,213)
- 10% decrease in lapse rates ’ 2,035 . 392 1,913 3 o392 ' 1,913
10% increase in expense rates ' - (6,884) (1,228) - . (704) (1,228) . (704)

10% decrease in expense rates : : 7.134 (a31) 103 431) . . 103

Fmanmal risk

The Company is. exposed to financial risk through its financial assets fi nancnal Ilabllmes reinsurance
assets and insurance liabilities. The key financial risk is that the proceeds from its financial assets are not
sufficient to fund the obligations ansmg from its insurance and investment contracts. The most lmportant
components of this financial risk are market risk, credit risk and liquidity rlsk

Asset/liability matchlng

The Company aims to manage its assets using an approach that balances quallty, diversification,
asset/hablllty matchlng. liquidity and investment return, while operating within a defined risk appetite. The
Company's ‘senior management reviews and approves the investment strategy on a periodic basis,
establishes lnvestment gwdellnes and I|m|ts and provides over5|ght of the asset/liability management
process.

For unit-linked insurance and investment contracts, the unit liability to policyholders is determined by the .
value of the assets in the unit-linked. portfolios. There is therefore no direct net equity price, currency,
interest rate or credit risk exposure to the Company for these contracts as the risks are borne by the
policyholders. However indirect exposure to equmes and ‘interest rates arises though the customer
charges as explained further below. - '
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The foIIowung table analyses the Companys assets and ||ab|||t|es between the main insurance and
investment contract types:’ . . .-

At 31 December 2023 ' . "Life direct " Life other - Investment Shareholder ' Total
' : : participating . contracts assets
contracts . ’ o and liabilities ]
£'000 £000 £'000 ' £'000 ' ‘£'000-
Assets . . ‘ ‘ '
Contractual rights — investment SR . : T ’ - . .
contracts )

Financial assets at fair value through
profit and loss . -
- Equities . . . - . - ) -

—. Debt securities-fixed rate ' » - - . .- . 40,954 40,954
' - Collective investment schemes - . 2,123,244 - .. ' 857,633 114,633 -3,095,510
= Derivative financial instruments e e . . - ) -
— Cash and cash equivalents . 50,030 o - 1,202 117,291 168,523
Loans, receivables and prepayments 1,429 - - 11,236 ' - 1,635 ' 14,300
Income tax recoverable . B ' .- 2 - - - -
Deferred tax asset ‘ SR . - 88,456 . 88,456
Insurance contract assets - - ) - " 41,040 ' - . - 41,040
Reinsurance contract assets . 31 - 127,210 - o - 127,241
Total assets ‘ ' 2,174,734 - - 179,486 - 858,835 . 362,969 3,576,024
Liabilities L . . T . ) )
Insurance contract Ilabllutles 2,148,812 . 181,420 - - . 2,330,232
‘Reinsurance contract liabilities . '. 1,549 27,576 R . - 29,125
- Investment contract liabilities . . L. ) - . 852,588 : - 852,588
Insurance and other payables and . o 24,373 10,405 6,248 11 41,037
deferred income : . o ‘ - .
Other provisions o - - - 54 - - . © 7 54
Deferred tax liabilities : - : . - e -
. Current tax liabilities o T - - e 17,108 . 17,108

Total liabilities . 2174734 219,455 858,836 . 17,119 3,270,144
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. At 31 December 2022 (Restated) .« - Life direct " Life other Investment Shareholder Total
S participating . ‘contracts assets - ' '
" contracts . and liabilities
£000 £'000 £'000 £'000 £'000
Assets . o .
Contractual rights — investment contracts . - - - ) 422 - 422
Financial assets at farr value through proft = : ' ' : -
and loss ) ’ ) -
— Equities - 4141 - . - ' - 4,141
— Debt securities-fixed rate. ‘ .- . - - .o - 52,326 52,326 -
"~ Collective investment schemes 1,701,721 ' - 794412 106,213 2,602,346.
— Derivative financial instruments .~ - - . ' - - C -
— Cash and cash equivalents -+ 55,318 - T 1,449 97,379 154,146
Loans _receivables and prepayments : 220 7,435 - 2,844 - 10,499
Income tax recoverable - ] o - . co- - ’ 1,205 1,205
Deferred tax asset . - - - -
Insurance contract assets : - C- 43,191 - e 43,191°
Reinsurance contract assets . © 105 - 108,980 - - " - 109,085
Total assets ' 1,761,505 159,606 795,861 260,389 2,977,361
Liabilities B i - . ) . )
Insurance ‘contract liabilities . 1,739,851 -158,655 - - 1,898,506
Reinsurance contract liabilities ) 1,635 28,388 - - 30,023
Alnvestment'cont'ract Iiabilities . : - : - -7 789,148 ] - 789,148
Insurance and other’ payables and deferred . 20,019 14,199 - - 6,713 : 1 40,932
income. . o . ) . '
Other provisions o ' R 54 X - - 54
‘Deferred tax liabilities : - ) - T - . 22,538 22,538
Current tax liabilities - . - - - - ' - -
Total liabilities ) 1,761,505 .- 201,296 . 795,861 22,539 - 2,781,201
Market risk -

Market risk is the risk of change in fair vaIue of a fnancral lnstrument due to changes in ‘interest rates,
equity prices or foreign currency exchange rates. Equity and foreign exchange exposure is substantially all
contained within the unit-linked funds and the risk is borné by the policyholders. However, the income for
the Company from the unit-linked funds is derived from the annual management charges which are a fixed
percentage of the fund value. The Company also receives income on certain products in respect of tax -
deductions for investment income and- gains that are taxable for the Company. This income therefore
varies with the investment performance of the funds. Therefore the charges made are dependent on the |
level of the fund.

. The other investment portfolic contains small- holdings of units in the unit Irnked funds reIatlng to the -
operation of small box holdings of unallocated units, which generates some equity exposure. These
holdings are kept to a minimum and managed against agreed limits. The main holdings within the ‘other’
portfolio, classified within ‘Equities and collectives’, are in collectives that hold debt securities and ‘short:
term money market mstruments and ‘Debt securities’ which are government. securities and corporate
bonds.

Interest rate risk

~ The Company'’s net exposure to market risk from changes in interest rates arises from its non-linked and
‘other’ investment portfolios as well as from its liabilities. Interest rates also impact the fund values where
“customer funds have bond exposure and so the comments above relating to equity also apply here. The .
Company operates investment guidelines for its non- -linked assets, which include setting.out the matching
policy of the Company. The -investment. strategy is approved by the Board followmg review and
recommendation by the Risk and Audit Committee (RAC) which is a formal sub-committee of the Board,
and also by the HSBC Group Insurance Function. Compliance with guidelines is monitored and exposures
and breaches are reported to the Asset and Liability Management Committee. :
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Management monltor the Companys senS|t|V|ty to interest rate movements by con3|der|ng the prof t

|mpact in stressed scenarios.

Sensmvmes

The foIIowrng table provndes the' impacts on the contractual service margin, profit after tax and equity of the
" Company from reasonably possible effects of changes in selected interest rate, equrty price, growth assets
and. foreign” exchange rate scenarios for the year. These sensitivities are prepared in accordance with '
current |IFRSs and are based on changlng one assumptlon at a time with other variables belng held

constant which in practice could be correlated

The sensitivities are stated before allowance for management actions, which may mltlgate the effect of -
changes.in the. market environment. The sensitivities presented allow for adverse changes in pollcyholder

behaviour that may arise in response to changes in market rates

Sensitivity to market risk factors:

. Effect on
profit after
tax
£000
+100 basis point parallel shift in yield curves l
- Insurance & Reinsurance Contracts . X - 4,334
-100 basis point para_llel shift in yield curves
- Insurance & Reinsurance Contracts ’ - (6.474) "
" 10% increase in growth assets'
- Insurance & Reinsurance Contracts o . 1686 .
10% decrease in growth assets' 7
- Insurance & Reinsurance Contracts - ] B ' (2 .007)

2023
Effecton ~

CSM
£000
852
(s08
1 ,oze

(960)

1 Growth assets. pnmanly comprise investment fund and corporate bond holdrngs

Effect on
total equity

£000

4,334

(6,474)

‘

1,686

- (2,007)

Effect on
profit after
tax’

£000-

2,653

(5.327)

(s8) -

(626)

2022
Effect on

CSM' -

£'000

2,154

. (1,984)

2,864 -

(2.407)

Effect on

total equity

£000 .
2,65‘3

(5,327)
(s8)

(626)

» The ana|y5|s above has been prepared for an immediate change in values, including-changes in the value
of related assets, and assumptions with no allowance for management actions. The |mpacts shown reflect
_ the effect on equity and- profit. and loss. The impacts.are caused by changes in the insurance contract
liability and assets through the underlying components which includes the fulfiiment cashflows and the
contractual service margin. The analysis follows the company'’s accounting policy for these contracts
including the treatment when the contractual service margin can't.be adjusted to offset changes in the

fulfilment cashflows and the change in CSM amortlsatlon over the full accountrng period.

-Credit risk

-

The Company has exposure to credit risk on financial assets; this is the risk that a counterparty will be
" unable to pay the amounts due in full when they arise. Where the exposure relates to assets held W|th|n )

the Company’s unit-linked funds the credit risk is borne by the pollcyholders

The main areas where the Company has an exposure to credlt nsk (i.e. excludlng the unit- Imked .

exposure) are:

the default rlsk of a reinsurer currently used by the Company; .

— the default risk of debt mstruments held wrthln collective investment scheme holdmgs

- 'the default risk of debt securltles held by the - Company,

- the defauit risk of HSBC Bank plcin respect of the Company s deposﬂ holdlngs and

- = the default risk of non-clawback of mdemmty commission from mtermedrarres in the event that

poI|C|es lapse.

. TheCompany operates |nvestment gwdellnes for its non-linked assets which set out the permltted assets
 that ' may be held and any limits to be applied. Limits on exposure to a single counterparty are- set by
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reference to the credit rating of the counterparty. The investment guidelines are set out in the Investment
Policy Document which is approved by the Asset and Liability Management Committee. Compliance with
guidelines is monitored and exposures and breaches are reported to the Asset and Liability Management
Committee. ‘ .

Within the Company's unit-liriked funds, the credit risk is borne by the policyholders and not the .
shareholders The fund managers operate within agreed investment guidelines which specify the requured
credit quality for fund investments.

Reinsurance is placed with counterparties that have undergone approprlate due dlligence checks and
have been approved by the HSBC Group Insurance Function. Exposures: and breaches against internal
and regulatory I|m|ts are monitored and reported to the Asset and Liability Management Committee.

Intermediaries undergo due diligence checks before onboarding and sales, lapses and clawback of
commission is monitored and reported to the' Distribution Oversrght Forum and the Asset and Liability
Management Committee.

Credit exposure :
Other than to its parent (see note 21), the only srgniﬂcant concentrations of credit rlsk are in relation to the
Company s reinsurers :

Liquidity risk
Liquidity risk is the risk that an insurance operation, though solvent, either does not. have sufficient
financial resources available to meet its obligations when they fall due, or can secure them only at

excessive cost. LIQUIdIty risk may be able to be shared with policyholders for products with participating
features. -

' The Company has to meet daily calls on its cash resources, notably from claims arising on its insurance
and investment contracts. There is therefore a risk that cash will not be available to settle liabilities when
© due.

"The Company's policy for managing this risk is to ensure that all investment securities held within the non-
linked funds are capable of meeting the Prudential Regulation- Authority's (PRA’s) definition of ‘readily
realisable’ to the extent that they are capable of being realised for a value equrvalent to at least 97.5% of
their current market value within a period of seven days .

The Company also holds a sufficient level of cash balances at all times, such that normal operational cash’
flows can be met without the sale of investments. Contingency arrangements are also available to the
Company to ensure that short-term liquidity can- be maintained in any extreme or unforeseen
circumstances. '

For the unit linked funds, there is a risk that srgnifcant policyholder outflows could exceed the short-term
liquidity within the funds. The Company has the power to defer settlement to pollcyholders in certain
circumstances by between one and six months, depending on the fund. Co

Short-term liquidity management is undertaken on a daily basis. Longer-term liquidity'risk is managed on
an ongoing basis through the regular review of the investment portfolio to align the maturlty profile with
. that of the projected contract liabilities. g .

The Company has developed a liquidity contingency pian which formally sets out how the Company will . '
monitor potential liquidity issues and the actions that wiil be taken in certain situations. ’ :

Cashflow analysis, to assess Company s liquidity adequacy, was performed and the outcome was that the
Company is expected to have sufficient liquid funds over the next five years.

The approach adopted by management to assess liquidity risk is based on consrderatlon of the impact of a
number of stress tests on short-term and medium-term cash flows. :

The assumptions in the base scenario are then stressed_in a number of scenarios to determine whether
sufficient liquidity can be generated and at what cost. Any potential issues. are then addressed.
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The-remaining contractual _maturity of insurance contract liabilities is included in Note 4.

" The amounts of insurance contract liabilities ‘that are payable on demand are set out by the product
grouplng below:

2023 . 2022

Amounts Payable on  Carrying Amount for Amounts Payable on  Carrying Amount for

Demand " these Contracts - Demand these Contracts

_ £000° - . £000 £000 ' £000

Life direct participating contracts U ‘ ’ ) 2,134,071 2,111,989 i 1,727,693 A j;705,323
Life other contracts ' 52,168 218,243 50,957 .0 195,183
Reinsurance contract liabilies . - . - 29,125 - . 30,023

 At31Dec i 2,186,239 " 2,359,357 - 1,778,650 1,928,529

Operatlonal and model rlsk

.Operational risk is the risk of loss arising from madequate or failed mternal processes, people and
systems, or from external events. The Company manages its expdsure to operational risk through the
identification, categorrsatlon and ‘evaluation of .individual risks and by maintaining appropriate control
processes to mitigate those risks. This |s ‘managed through the Company's Risk Management Meetlng h

- Model risk is one. element of operational risk that the Company is exposed to. Model risk is the risk of loss
arising from a financial model used to measure risks or value transactions, not working in the way it was
designed to. The Company uses models for liability valuation, product pricing and capital management. It

- manages model risk through establishing and. maintaining ‘appropriate systems of internal controls
governing the development; usage and change control of the models. This includes independent reviews
of the models where appropriate.

Caprtal management
The key objectrves of the Company s capital management pollcy is to:

+ enable the Company to write new business, that is, to meet the development costs of new contracts
and the capital’ requrrements from writing new business;

. to ensure solvency, without the need for capital injection, on-an ongorng basis W|thstand|ng ordrnary
volatility in economlc and non-economic experience, and in the event of mild stress scenanos and

*  protect agalnst reguiatory rnterventron

The optlmum level of capltal buffer ensures that a capital injection is not requrred over the planning time
_ 'horizon with an acceptable confidence level to the Company's parent and excess capital i is not srttlng with
the Company reducing return on capital to the shareholders.

The Company is reqmred to hold regulatory caputal in comphance with the rules issued by the Prudentral

" Regulation Authority (PRA). Solvency I, the Europe-wide prudential regulation framework, came into force -
on 1 January 2016. In terms of Solvency Il, Pillar 1, the Company's solvency capital requirement (SCR) is
determined on a standard formula basis plus a voluntary capital add-on. Solvency I, Pillar 2, requires the
Company to do its own assessment of the capital required for current and future risks. The Company will
then hold the maximum of the regulatory capital (SCR) and its own capital-assessment.

The target capital level is 156% of the Company’s assessment of the capital required, with a minimum
absolute target buffer of £50million. Where the actual capital exceeds the target level, a dividend payment
-should be considered to bring the solvency margin down to the target level. Other considerations such as
liquidity, projected new business sales, distributable reserves and reinsurance exposure are all consrdered
when determlnlng what Ievel of dividends can be paid.

‘The risk appetite is that the solvency margin should rémain ‘above 146% of the Company’s assessment of
. the capital required with a minimum buffer of £35m. This is based on a 1in 10 year event.
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The Company has complied wrth the externally imposed capital requrrements to which it is subject at all
tlmes during the current and prior financial year

The table below summarrses the IFRS and regulatory caprtal held by the Company.

’

2023 - 2022

£'000 £'000

Share capital 94,375 94,375

- Retained earnings 211,505 34,026

L _ - 305,880 128,401
Adjustnnents to capital for regulatory purposes: B ' . '

- replace IFRS reserves with Solvency Il Technical Prowsrons : 61,602 206,359

— IFRS 17 valuation differences - (5,425)

— other asset valuation differences - S . C : 19 . 67

- deferred tax (14,050) (51,607)
Regulatory capital held ' 348,026 283,220
1y
4 Insurance contractsAmounts recognised in profit or loss
(a) Net insurance service result
Year ended 31‘Dec 2023 Year ended 31 Dec 2022
' Life direct Life direct
participating Life other participating Life other
contracts!  © contracts? Total contracts . contracts Total
' £000 - £'000 £'000 £'000 £'000 £'000
Insurance revenue . . ’ )
Amounts'relating. to changes in liabilities for remaining coverage . .
CSM recognised for services provided ' 2.908 25,687 28,595 7,029 20,753 27,782
Change in risk adjustment for non-financial risk for risk expired 789 3719 4,508 544 5,335 5,879
Expected incurred claims and other insurance service expenses 27,935 103,052 130,987 10,680 111,014 121,694
Recovery of insurance acquisition cash flows ___472 4,886 5,358 ~ 182 1,641 1,823
Total insurance revenue 32,104 137.344 169,448 18.435 138,743 167178
Insurance service expenses ) . .

Incurred claims and other insurance service expenses (15,213) (97,004) (112,217) " (16,436) (109,255) (125,691)
Losses and reversal of losses on onerous contracts (4,762) (6,289) (11,051) (934) (4,708) (5.642)
Amortisation of insurance acquisition cash flows (472) (4,886) (5.358) - (182) (1,641) (1.823)
Adjustments to liabilities for incurred claims - (15,109} (15.109) o {4201) _(4,291)
Total insurance service expenses Co (20447 (123.288)  (143.735).  (17.582) _ (119.895)  (137.447)
Total insurance service results ' 11,657 14,056 25,713 883 18,848 19,731

Net income (expenses) from reinsurance contracts held

Allocallon of reinsurance premiums - (90,617) (90,617) - (90,727) (80,727) .
Amounts recoverable from reinsurers for incurred clalms -, 81381 81,381 - 85,043 85,043
Effect of changes in non-performance risk of reinsurer - 16 16 - : 29 29

Total net income (expenses) from réinsurance contracts held - (9,220) {9,220) . - (5,655) {5,655)

Net insurance service result 11,657 ' 4,836 16, 493. 883 13,193 14,076

1 Life direct participating contracts are substant/ally measured under the variable fee approach measurement model.

2 Life other contracts are measured under the general measurement model.
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HSBC LIFE (UK) LIMITED
.. Notes on the Financial Statements (continued)

(b) Net investment return-

" Investment return o

" Amounts recognised in profit or loss

Net interest income '

Total.investment return

* Net finance-income/(expense) from .

insurance contracts issued '

Changes in fair value of underlying items of

direct participating contracts

Interest accreted

.Effect of changes in interest rates and other - o

financial assumptions

Effect of measuring changes in estimates at

current rates and adjusting the CSM at rates on

initial recoanition

. Net finance incomel(expens;}) from

insurance contracts issued

Net finance inpomel(expénse) from

reinsurance contracts held
Interest accreted

Effect of changes in interest rates
financial assumptions

Net finance income/(expense) from reinsurance

contracts held

Net insurance finance incomel/(expense)

Net investment return

Amounts recognised in profit
or loss

Net fair value (losses)/gains on
assets at FVTPL
Investment contract liability
increase /{decrease) from

" underlying asset fair value
gains/(losses)
Net interest income

Amounts recognised in profit
or loss

* Year ended 31 Dec 2023

Year ended 31 Dec 2(‘)22.

Life direct . ‘Life direct -
pérﬁcipating Life other Share- banicipating . Life other Sharef B
contracts contracts holders Total contracts contracts holders . Total
. £000 £000 £000 £'000 © £000 £'000 £000 £'000
159,169 _ 10,201 169,370 (157,777) . - . (834) (158,611)
- - 3,099 . - 3,009 - : 578 . 578
159,169 - 13,300 172,469  (157,777) - - (256) (158,033)
(155,599) - - (155,599) 154,390 - - 154,390
- 1,556 - 1,556 - 6,699 - 6,699
- _(519) - (514) - 12,403 - 12,403
- (2,858) - (2,858) - <172 - 172
(155,599) (1,816)' - (157,415) 154,390 19,274 - 173,664
(1,978) ' (1,978) (3.578) (3.578)
and other ‘ - s .
- (676) - - (676) - 9,785 Coe 9,785
- (2,654.) - (2,654) - 6,207 - - 6,207
(155,599) (4,470) - -, (160,069) 154,300 © . 25481 - 179,871
3,570 (4.470) 13,300 12,400 (3,387) 25481 {256) 21,838
Year éndéﬁ 31 Dec 2023 " Year ended 31. Dec 2022
Life direct ,' - Life direict ’ : .
participating  Life other = Investment Share- participating  Life other  Investment Share- .
contracts  contracts | contracts.  holders Total . contracts - contracts”  contracts holders Total
£000 £'000 £000 £000 - £000 £000 -£'000 . - £000  £000 - £000
159,169 - 62,269 10,201 231,639  (157,777) - (67,325), (834) (225,936)
- - - '(62,269) - (62,269) S - - 67,325 .- 87.325
- - - - 3,009 3,099 - - - 578 578
- 159,169 - - - 13300 172,469  (157,777) - . "(256) (158,033)
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Notes on the Financial Statements (continued)

LA

(c) Movements in carrying amounts of insurance contracts - Analysis by remaining coverage and incurred

claims
. Year ended 31 Dec 2023
Life direct participating : cher life contracts
Liabilities for remaining coverage: o ‘Liabilities for remaining.coverage:
Excluding ‘Excluding :
loss Loss Incurred loss .Loss Incurred . .
component component claims Total component c?mponent ) claims .. Total . - Total
o £000 £000 £'000 £'000 £'000 . £000 . £000  £000 . £000

Opening assets : ' - - . - - ' (49,496) © 316 . 5989  (43,191) (43,191)

Opening liabilities: ' ) ) 1,698,815 = 4,215 293 1.703,323‘ | 93421 8,724 93,038 195,183 . 1,898,506

Net'vopening balance 1 Jan 2023 | 1,698,815 ) 4,215 293 1,703,323 43,925 9,040 99,027 151,992 1,855,315

Chahges in the statement of . e : ' :

comprehensive income

Insurance revenue co ) . : ) . .

Contract under fair value approach . (17,194)" - ‘- . (17,194) (70265) - - . (70,265) -  (87.459)
. Other contracts® ’ : (14,911) ’ C- - (14,911) (67,079) - - (67,079) (81,990)

Total insurance revenue ) (32,105) ° - . (32,105)  (137,344) - - - (137,344)  (169,449)

Insurance service expenses ' '

Incutred claims and other insurance - .. (e66) . 15879 15,213 - (575) 97,579 97.004 112217

service exoenses- - . ’ - : .

Amortisation of insurance acquisition . : . .

cash flows 472 - - 472 4886 - - - 4,886 5,358

Losses and reversal of losses on ) ’ - . )

onerous contracts - 4,762 - 4,762 - 8289 - - 6,289 11,051
" Adjustmenis to liabilties for incurred ) : ' S

claims , - - - - - - 15,109 15,109 15,109

Total insurance service expenses 472 - 4,096 15,379 '. 20,447 4,886 5._714 112,688 123.i88 143,735

Investment components ©(130,473) - 130,473 . - (2,995) -t 2,995 - Co-

Insurance service result : ‘ (162,105) - 4,096 146,352 . (11,657)  (135,453) 5714 115683  (14,056) (25,713)

Net finance (income)/expenses from ) . : . : . .

insurance contracts : 155:599 - - 155,599 1,146 .o . 680 . 1,817 157,416
-, Transfer .77 968 ¢ (968) - - g . (10) - 1) (1)

Total changes in the statement of - : A ‘ )

comprehensive income (5,538) ' 3,128 146,352 143,942  (134,298) 5,695 116’363 (12,240) . 131,702.

Cash flows . . . ) . .

Premiums received i . 408,175 - : - 408,175 . 150,351 T - - 150.351 ° ~ 558,526

Claims and other insurance service - ’ - ’ ’

expenses paid, including investment ; - (146,153) (146,183) . - . - (89,045) . (89,045) (235,198)

components : ) ) ;

Insurance acquisition cash flows i 2703 - i - 2,703 (23,856) - - (23,856)___ (21,153)

Total cash flows ‘ L 410,878 - (146,153) 264,725 126,495 .- - (89,045) 37,450 - 302,175

Net closing balance 31 Dec 2023 2,104,155 7,343 - 492 2,111,990 36,122 14,735 126,345 177,202 2,289,192

Closing assets. ’ . - T - -o- : - (53,463) 3,493 8,929 (41,041) (41,041)

Closing liabilities 2,104,155 7,343 492 - 2111990 - - 89585 11,242 117,416 218,243 2,330,233

Net closing balance 31 Dec 2023 _2f1 04,155 7,24'3 492 2|111|990 3(_5‘&2 14*713_5 ) 12.6*345 177|203 2‘1289|192

\
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- HSBC LIFE (UK) LIMITED -
‘Notes on the Financial Statements (continued)

Opening assets

Opening liabilities

Net opening balance 1 Jan 2022
Changes in the statement of
comprehensive income
insurance revenue

Contract under fair value approach
Other contracts' '

Total insurance revenue
Insurance service expenses

Incurred claims and other insurance - -

service expenses

Amortisation of insurance acquisition cash

flows

Losses and reversal of Iosses on onerous

. contracts
Ad)ustments to uabnlmes for incurred

Total insurance service expenses -

Investment components

Insurance service result
Net finance expenses from insurance
contracts
Transfer . | . ’
Total changes in the statement of
comprehensive income
Cash flows
Premiums received
Claims and other insurance service*

expenses paid, including investment .

components

Insurance acquisftion cash flows
Total cash flows

Net closing ba|ance 31 Dec 2022
Closing assets

Closing liabilities

Net closing balance 31 Dec 2022

~Life direct participating contracts
Liabilities for remaining coverage:

Year ended 31 Dec 2022

Liabilities for remaining coverage:

Other life contracts

o . . Excluding ’ .
_ Excluding loss . Loss. Incurred loss Loss  Incurred -

. component component claims Total component component . claims Tgtal Total
£'000 £000 £000 £000 - £000 £000 £'000 £000 £000

s - . - - - (50,311) 512 5,132 . (44,667) (44.667)
1,566,937 4,052 390 1,571,379 119,688 4,139’ 71,738 195,565 1,766,944
1,566,937 4052 390 1,571,379 69,377 4,651 . 76,870 150,898 1,722,277
(6,319) - - (6,319) - (74.317) - - (74,317) (80,636)
(12,116)° - - (12,116) ©  (64,427) - - (64,427) (76,543)
(18,435) - 2 (18,435) (138,744) - - (138,744) (157,179)
- © (736) 17171 16,435 - (317) 109,572 109,255 125,690

182 - - 182 1,641 - - 1841 1,823

- 934 - 934 E 4,707 - 4707 5841

N R . - . - 4201 4,291 4,291

182 198 17,171 17,551 1641 4390° 113,863 119,894 137,445
(104,028) - 104,028 ) - *(2,568) - 2,568 - -
(122,280) 198 121,199 (883)  (139,670) 4390 116,430 (18,850) (19,733) .
(154,390) - - (154,390) (13,494) - (5,780) (19,274) (173,664)
36 (36). - - - - - - -
(276,634) 162 121,199 (155,273)  (153,164) " 4390 - 110,650 (38,124) (193',397)_
402,167 - - 402,167 152,575 - - 152,575 554,742

- - (121,296) (121,296) - ;. (88,493) (88:493) '(209,789)

6,345 - - 6,345 (24,863) - - (24,863) (18,518)
408,512 - (121,296) ~ 287,216 127,712 - (88,493) 39,219 326,435
1,698,815 ‘4,214 293 1,703,322 43,925 ¢ - 9,041 99,027 151,993 1,855,315
. - - - : (49,496) - 316 5989 (43,191) (43,191)
1,698,815 4,214 293 1,703,322 - 93,421 8725. 93,038 195,184 1,898,506
'1,698,815 . 4,214 293 1,703,322 43,925 9,041 99,027 151,993 1,855,315

1 Other contracts are those contracts measured by applying IFRS 17 from /ncepllon of the contracts This includes contracts measured under

the full retrospectlve approach at-Transition and contracts incepted after Transition.
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HSBC LIFE (UK) LIMITED -

Notes on the Financial Statements (continued) -

{d) Movements in carrylng amounts of reinsurance contracts AnalyS|s by remalmng coverage and

incurred claims

Opening assets .
Opening liabilities
-Net opening balance 01-Jan-2023

.Changes in 'the statement of comprehensnve income

" Allocation of reinsurance premiums paid
Recoveries of incurred claims and other insurance service
Recoveries or reversals of recovenes of Iosses on onerous
Adjustment to assets for mcurred claims
Total amounts recoverable from reinsurer .

Net finance expenses from reinsurance contracts

Effect.of. changes in non-performance risk of reinsurers .

© Total changes in the statement of comprehenswe income

. Cash flows
Premiums paid
Claims and other recoverables received
) Total cash flows’ .
Net closing balance 31-Dec-2023
Closing asséts '
Closing liabilities

Net closing balance 31-Dec-2023

Opening assets
Opening Inab:lmes h

Net opening balance 01-Jan-2022
Changes in the statement of comprehensive mcome

Allocation of reinsurance oremlums pa:d

Recoveries of incurred claims and other insurance service
Recoveries or reversals of recoveries of losses on
Adiustment to assets for incurred claims )

Total amounts recoverable from reinsurer

Net finance expenses from reinsurance contracts
Effect of changes in non-performance risk of reinsurers:
Total changes in the statement of comprehensive
income

Cash flows
Premiums paid
Claims and other recoverables received

Year ended 31 Dec 2023 )
Liabilities for remaining coverage o

" Excluding loss

component Loss component Incurred cIéims . “Total
£000 £000 “£'000 © £000
37489 - 2940 68,656 109,085
(46.655) : - 16,632 . (30,023)
(9,166) | 2,940 85,288 .7 79,062
(90,617) _ - - . (90,617) .
- . - 71317 71,317

548° . . 1,057 - 1,605
. - ' 8,459 : 8,459

548 1,057 79,776 81,381
(3,073) . - 419 (2,654)
% . - - ;. .- _ 16
(93,126) - 1,057 80,195 . (11,874) -
89,792 - - 89,792
I .- . (s8,862) . (58,862)
89,792 - . (58,862) 30,930
(12,500) . 3,997 106,621 . 98,118
32,623 . 3997 - 90621 127,241
(45,123) . - 16,000 . (29,124)

(12,500) . 3,997 106,621 - 98,117 .

. Year ended 31 Dec 2022
Liabilities for remaining coverage -

: Excluding loss -

Total cash flows

Net closing balance 31-Dec-2022
Closmg assets - '
Closmg liabilities

Net closing balance 31-Dec-2022

component Loss component Incurred claims ~ Tofal .
£000 _ £000 - £000 £000
..42,983 . 1,078 44,740 - . 88,801
(61,491) C- 19,512 (41,979)
(18,508) ) 1,078 64,252 - 46,822
90,727} : - - (90,727)
. - - © . 81,064 81,084
(200) - 1,862 ' - 1,662 .
- - 2317 - 2317
(200) . © 1,862 . 83,381 , 85,043
10,887 ) - "L (4,680) 6,207
29 - - ' 29
(80,011) : 1,862 © 78,701 - 552
. 89,354 e : . 80,354
- _ .- (57,665) (57,665)
89,354 _ . (57,665) 31,689
(9,165) ‘ 2,940 85,288 79,063
37,489 .2,940 - 68,656 - 109,085
© (46,655) _ : - . 16,632 (30,023)
(9.166) 2940 - . -85288 . . 79,062
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HSBC LIFE (UK) LIMITED
Notes on the Financial Statements (contmued)

s

(e ) Movements in carrying amounts of insurance contracts Analysis by measuremerit component

dpening assets
Opening liabilities
'Net opening balance 1 Jan 2023

Changes in the statement of
comprehensive income -

Changes that relate to current services

CSM recognised for services provided .

Change in risk adjustment for non-fnancral
risk for risk expired -

'Experience adjustments
_ Changes that relate to future 'serv_ices'

Contracts initially recognised in the year
Changes in estimates that adjust the CSM

Changes in estimates that result in losses
and reversal of losses on onerous
" contracts

Insurance service result

‘Net finance (income)/expenses from
" insurance contracts -

Total changes in the stat it of

comprehensive income

Cash flows  ~
Premiums recejved

Claims, other insurance service expenses
paid (including investment components)
" and other cash ﬂows

- Insurance acqwsmon cash flows
Total cash flows
Net closing balance 31 Dec 23
Closing assets -
Closing liabilities
Net closing balance 31 Dec 23

Year ended 31 Dec 2023

Insurance contracts - Insurance contracts - Life direct partrcrpatung contracts’

Estimates of -
present value

Risk

Estrmates of Contractyal servrce margin
present value '

. of future cash adjustment for of future cash Contract under

flows non-financial flows fair value .
(excluding RA) risk (including RA) approach- Other Contracts - Total gross A
’ £000 £'000 £000 £000 £000 .£000
1,609,515 6,921 1,616,436 24,348 62,539 1,703,323
" 1,609,515 ‘6,921 1,616,436 - 24,348 62,539 1,703,323
. . LT eTe) 1(2,032) (2.908)
- (792) (792) Sl . (792)
(12,722 . - : (12722) . . - (12,722
(21.622) 1,704 (19918) . . - 20,256 338°
84,458 (2.683)- 81,775 - (20,707) (61,067) 1
4,540 (114) ‘4,426 - - 4,426
54,654 (1,885) 52,769 (21,583) (42,843) {11,657)
155,599 - 155,599 S - 155,599
210,253 (1,885) 208,368 {21,583) (42,843) : 143,942
408,175 ‘ - 408475 - . 408,175
- . 1
{139,005)" - '{139,005) - - (139,005)
| (4,445) - (4,445) ' - - (4,445)
264,725 - - 264725 . Co. - 264,725
2,084,493 5,036 2,089,529 2,765 19,695 2,111,989
2,084,493 5036 2,089,529 2,765 19,695 | 2,111,989
2,084,493 5036 . 2,089,529 2,765 19,695 2,111,989

1 " Other contracts are those contracls measured by app/ymg IFRS 17 from inception of the contracts. This includes contlacts measured
under the full retmspectrve approach at Transition and contracts mcepted after Transition.
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HSBC LIFE (UK) LIMITED

Notes on the Financial Statements (continued) |

Opening assets'
Opening liabilities .
Net opening balance 1 Jan 2022
- Changes in the statement of
comprehensive income
Changes that relate to current services
CSM recognised for services provided
Change in risk adjustment for non-
financial risk for risk exbired

Experience adjustments

Changes that relate to future services '

Contracts initially recognised in the year
Changes in estimates that adjust the CSM
Changes in estimates that result in losses
and revgfsal of losses on onerous
contracts T :
Insurance service result
Net finance (income)/expenses from
insurance contracts '
Total changes in the statement of .
comprehensive income .
Cash flows
- Premiums received
Cjaims,v other insurance service expenses
paid (including investment componerits)
and other cash flows
Insurance acquisition cash ﬂpws
" Total cash flows .
Net closing balance 31 Dec 2022
Closing assets
Closing liabilities
Net closing balance 31 Dec 2022

" flows (excluding for non-financial . Rows fair value Other
RA) risk (including RA) approach Cpntracts Total gross
£'000 £000 . £000 " .£'000. - £:000 £'000
1,510,747 3.700 1,514,447 21,422 35,511 1,571,380
1,510,747 3,700 1,514,447 21,422 35,511 1,571,380
- 4 - - - (7,029) - (7,029)
5755 - 5755 Y - 5,755
(18,976) 1,280 (17,696) . , - 18,328 632
(21,021) 1,818 - (19,203) 2,926 15,729 (548)
183 - 123 306 . - - 306
(34,059) 3,221 (30,838) - 2,926 27,028 (884)
(154,390) . (154,390) - - (154,390)
{188,449) 3221 (185,228) 2,926 '27,028 (155,274)
412,420 - " 412,420 : - 412,420
.(121,296) - (121,298) - - - = - (121;296)
. (3.907) - (3.907). - - - (3,907)
287,217 - 287,217 - - 287,217
1,609,515 6,921 1,616,436 24,348 62,539 1,703,323
. 1,609,515 ' 6,921 1,616,436 24,384 62,530 . 1,703,323
1,609,515 6,921 . 1,616,436 24,384 62,539 1,703,323
L[
1
45

. Year ended 31 Dec 2022

" "Insurance contracts - Insurance contracts - Life direct participating contracts

Estimates of
present value of
future cash

Risk adjustment

Estimates of Contractual service-margin
present value

of future cash  Contract under
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HSBC LIFE (UK) LIMITED

Notes on the Fmancnal Statements (contmued)

“Insurance acquisition cash flows

‘Net closing balance 31 Dec 23

Opening assets

Opening liabilities -

Year ended 31 Dec 2023

Insurance contracts Life Other contracts

Net opening balance 1 Jan 2023

Cha_nge,s in the statement of
comprehensive income

Changes that relate to current services

CsS™M tecognised for services provided

" Change in risk adjustment for non-

ﬁnanciel risk for risk expired

Experience adjustments

Changes that relate to future servtces
Contracts |n|t|ally recognlsed in the year
Changes in estlmates that adjust the CcsMm
Changes in estlmales that result in losses V

AdJustments to Ilablllttes‘for incurred-
claims

Insurance service resuit

- Net finance '(income)/expenses from

insurance contracts

Total changes in the statement of
comprehensive income

Cash flows

. Premiums received.

‘Claims, other insurance service expenses

paid (including investment components)
and other cash flows .

. Total cash flows

* Net closing balance 31 Dec 23

_ Closing assels

Closing liabilities

Estimates of : Contractual servnce margln
* present value of . Estimates of 3
future cash flows Risk adjustment  present value of Contracts under .
and risk - for non-financial  -future cash flows fair value - . :
adjustment risk (including RA) approach Other contracts‘l Total gross
E'QOO" £000 ' £'000 £000 £000 £000
(85.156) 8,672, (76.484) ' 5922 27,371 (43,191).
192.714 19,321 122,035 67,991 +5,157 ) 195,183
17,558 27,993 45,551 73,913 32,528 151,992
. - - (14,275) (11,412) (25,687)
- (3,744) (3.744) .- - (3,744)
(6.048) . . (6.048) - - (6.048)
(25,350) 5,965 - (19.385) . co- 20,369 984 .
10,724 (687) 10,037 10,541 (20,578) -
5,358 ©(27) 5,331 ) - . 5,331
. 15,062 " a7 15,109 - - - 15,109
(254) 1,554 1,300 . (3,734) 11,621y (14,055)
139 - 139 (1,325) 3,002 . 1,816
(115) 1,554 1,439 (5,059) (8,619) (12,239) .
150,351 - ’ 150,351 ) -o- - 150,351
. (89,046) - (89,046) : .- - (89,046)
" (23,856) - (23,856) - - (23,856)
37,449 - 37,449 - - 37,449
54,892 . 29,547 84,439 68,854 23,909 177,202
(72,085) 9,905 (62,180) 3675 17,466 (41,040)
126,977 19.642 146,619 65,180 6,443 218,242
.. 64,891 .+29,547 '84,439 68,854 23,909 177,202
-4
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_'HSBC LIFE (UK) LIMITED . _
Notes on the Financial Statements (continued) -

Year ended 31 Dec 2022

‘Insurance contracts - Life Other contracts

Estimates. of . :Estimat(_as of Contractual service marginv
present value of present value of C
future' cash  Risk adjustment  future cash ) :
flows (excluding for non-financial flows (including Contract under fair* Other .
RA) . risk” RA) value approach contracts' - Total gross
. o £000 . £000 £000- . . £000 . gooa T £000
Opening assets . ‘ s o (91,160) oMan ~ (80,029) 120,254 . 15,109 (44,666)
Opening4liabilities J CoL 107,531, 18,898 126,429 ° 65,453 3,682 195,564
* Net opening balance 1 Jan 2022 . 16,371 . 30,029 46,400 - 85707 - 18,791, 150,898
“Changes in the statement of ' : .
comprehensive income -
Changes that rel;te to current services. ]
CSM tecognised for services provided o o R . (14,863) (5.890) .- - (20.753)
Change in risk adjustment for non- ; ' ' . . '
financial risk for risk expired .- (5,357) (5,357) - - ' - (5,357)
Experience adjustments . (1,759) oL - (1,759) Cok - (1,759)
Chapges that relétg to future services . ' ' ' ) -
Contracts initially recognised in the year ) . (24,937) © 7,112, C (17.825) ’ - 20,488 ‘ 2,663
Changes in estimates that adjust the CSM 1,927_ - (3,335) (1,408) 2,443 . - (1,636) ) (1)
Changes in estimates that result in losses ' - ‘
and-reversal of losses on onerous . . : . .
contracts . ’ . 2,616 (549) 2,067 - R - 2,067
- Changes ‘that'relate to past services. ’ ’ ) o
Adjustmen'lsté liabilities for incurred . K .
claims © 4199 93 - -4292 S ) - . 4292
Insurance service result - (17,954) . (2,036)  (19,990) (12,420) . 13,562 (18,848)
Net finance (income)/expenses from . ’ . : ) . :
insurance contracts . (20,077) ° - - (20077 - - oe27 . . 176 (19,274)
Total changes in the statement.of : ) ) . . . . .
comprehensive income {38,031) (2,036) (40,067), (11,793) - 13,738 . (38,122)
Cash flows - ) v - : ’ :
Premiums received o h 152,575 - 152,575 . - ' - - 182,575
Claims, other insurance service expenses ' )
paid (including investment components) - . . .
and other cash flows - (88,488) - (88,488) to - ) - (88,488)
JInsurance acquisition cash_ﬂow§ (24,869) - ’ - (24,869) ' o - ’ - (24,859)
Totai cash flows . . . o - 39,218 ‘ - " 39,218 - - - . 39,218;
Net closing balance 31 Déc 2022 . 17.558 27,993 45,551 L 13914 . 32,529 151,994
Closing assets - (85,156) 8,672 . (76,484) 5922 - 27,371 : (43,191)
Closing liabilities 102,714 19,321 - 122,035 ' 67,992 . 5,158 195,185
Net closing balance 31 Dec 2022 17,558 27,993 - 45,551 73,914 T,32529. - ' 151.‘.}94'
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HSBC LIFE (UK) LIMITED -
Notes on the Financiél'Statemen.t_s (continued)

() Movements in carrying amounts of reinsurance contracts - Analysis by measurement.component

Opening assets

Opening liabilities ;

Net opening balance 1 Jan 2023
Changes in the stafement of
comprehensive income

Changes that relate to current services

" CSM recognised for services provided
Change in risk adjustment for non-
financial risk for risk expired
Experience adjustments

Changes that relate to future services

Contracts initially recognised in the year

’ Changes in estimates that ‘adj'LllSt the
contractual service margin | ’
Changes in estimates that do not adjust
the contractual service margin
Changes that relate to past services
Adjustments to assets/liabilities for
incurred claims '
Insurance service result

) Net finance income/expenses from

rein_suran(:e contracts

Effect of changes in non-performance risk
of reinsurers

Total g:hangés in the statemeht of
comprehensive income
Cash flows

Premiums paid
Claims and othér recoverables received
Total cash flows A

. Net closing balance 31 Dec 23

Closing assets

" . Closing fiabifities

Net closing balance 31 Dec 23

Estimates of o

present value of

Reinsurance contracts - Life Other contracts

future cash Risk adjustment

Year ended

Estimates of
present value
of future cash

31 Dec'2023

Contractual service margin

Contracts under

16

flows and risk for non-financial flows (including fair value o ) )
adjustment risk RA) approach. Other contracts' Total gross
"~ gooo £000 £000 £000 - £000 £000

59,042 11,773 70,815 30,483. 7.787 . 109,085 -

(39,691) 2,052 (37,639) -7,616 0 . (30,023)

19,351 .. 13,825 © 33476 38,099 7,787 79,062 -

- - - '(6,056) . (3,322) (9,378)
- (2,335) (2.335) - - (2.335)
(9.421) . (9.421) - - (9.421)
(10,115) 3,796 (6.319) - 6972 653
2,831 (490) 2,341° 632 '_(2,973) -
1,000 15 1,105 ; - 1,105
10,115 23 10,138 - - 10,138
(5,500) 1,009 (4,491) (5,424) 677 (9,238)
" (3,372) - (3.372) 455 263 (2.654)

16 - 416‘ - -

(8,856) . 1,009 (7,847) (4,969) 940 -(11,876)
89,790 - 89,790 . - 89,790
-(58,860) - (58,860) - - - " (58,860)

30,930 - - 30,930 ) - - 30,930

41,425 14,834 56,259 33,130 8,727 98,116

78,458 12,989 91,447 27,067 8,728 127,242
(37,033) 1,845 " (35.188) 6,063 - (29,125)

41,425 14,834 - 56,259 33,130 8,728 98,118
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HSBC LIFE (UK) LIMITED
Notes on the Financial Statements (contmued)

Opening a_ssets
Opening liabilities
" Net opening balance 1 Jan 2022

Changes in the statement of - v

comprehensive income
Changes that relate to current services
‘C'SM recognised for services provided
Change in risk adjustment for non-financial
risk for risk expired
Experience adjustments

’ Cnanges that relate to future services
Contracgs initialiy recdgnised in the year
Changes in recoveries of losses on onerous
Changes in estimates that adjust the
.contractual service margin
Changes in estimiates that do not adjust the
contractual service margin -
Changes that relate to past services
Adjustments to assets/liabilities for mcurred
claims .
Insurance service result ’
Net finance (income)/expenses from -

. relnsurance contracts

Effect of changes in non- performance nsk of

remsurers

Total changes in the statement of
comprehensive income

Cash flows

Prerniums paid '

Claims and other recoverables received
Transfer

. Total cash flows

Other

Net closing balance 31 Dec 2022
Closing assets

Closing liabilities

Net closing balance 31 Dec 2022

Reinsurance contracts - Life Other contracts

Year ended 31 Dec 2022

Contractual service margin

: . Estimates o )
Estimates of X present value o . o
present value of Risk adjustment future cast Contract under ’
future cash flows  for non-ﬁnanaal flows {including fair value Other . :
(excluding RA) risk RA approach Contracts Total gross
£000 ~ £'000 £'000 £000 E’.O_OO £000
62,534 - 9,166 61,700 13.447 ' 13,655 88,802
(64,456) 5609 (58,847) 16,867 - . *(41,980)
(11,922) 14,775 2,853 30,314 13,655 . 46,8_22
- : - 5,165 (9,186) ' (4,021)
- (3,522) (3.522) - - (3,522)
382 o - 382 - - 382
(8,212) C 4743 (3,469 - " 5,065 1,596
1458 (2,293) . ~(835) 2318 (1,778) (295)
434 . . 434 - - 434
(381) . 122 (259) - - " (259)
"(6,319) - (950) (7,269) 7,483 - (5,899) (5,685)
5,874 - 5,874 302 30 : 6,206
29 o - 29 - - 29
(416) (950) © {(1,366) 7,785 (5,869) §50°
90,054 - © 90,054 . - - 90,054
(58,365) - (58,365) - - .(58,365) -
31,689 ' - 31,689 - - 31,689
19,351 . 13,825 33,176 38,099 7,786 .'79,061
59,042 . 11,773 70,815 30,483 7,786 109,084
(39,691) 2,052 (37,639) 7,616 0 (30,023)
'19,351 13,825 33,176 - 38,099 7,786 * ' 79,061
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HSBC LIFE (UK) LIMITED

Notes on the Fmancral Statements (contrnued)

(g) Effect of contracts initially recognised in the year

Life direct participating contracts
Estlmates of present value of cash outflows
Co- Clarms and other insurance service expenses payable
Estimates of present value of cash inflows
Risk adjustment for non-financial risk .
CsMm

Losses recognised on initial recognition

Life other contracts

‘Estimates of present value of cash outflows
- Claims and other insurance service expenses payable
Estimates of present value of cash inflows
Risk adjustment for non-financial risk -
CSMm : L )
‘Losses recognised on initial recogn_ition

-Reinsurance contracts

margin _

‘Insurance liability future cash flows .
Life direct participating contracts
Life other contracts
Reinsurance contracts .
Insurance liability future castj flows at 31 Dec 2023
" Remaining contractual service margin
- Life direct participating contracts
Life other contracts
Reinsu.rance contracts
Remaining contractual service margin at 31 Dec 2023
Insurance lrabrlrty future cash flows
Life direct participating contracts
Life other contracts
Relnsurance contracts : . .
Insurance liability fu(ure cash flows at 31 Dec 2022
Remaining contractual service margin
Life direct participating contracts
Life other contracts -
Reinsurance contracts .
.Remaining contractual service margin at 31 Dec 2022

Onerous Onerous
-contracts .contracts : contracts contracts:
' - issued issued Total issued issued Total
£'000 £000 £000 £000 £000 £'000
374,707 11,935 386,642 - . 365,527 13,151 . 378,678
374,707 11,935 386,642 365,527. 13151 378,678
*(396,594). (11,670) (408,264)| (385,050) (12,604) ©  (397,654)|
1,631 .73 "1,704 1,197 84 1,281
20,256 - 20,256 18,327 - 18,327
- 338 338 1 631 632
115,833 6,544 122,377 131,270 19,177 150,447
. 115,833 6,544 122,377 131,270° 19,177 150,447,
(141,898) (5,829) . (147,727) {157,980) (17,405) (175,385)|
5,698 268 '5,966 -6,222 890 . 7412
© 20,367 - 20,367 © 20,488 . - - 20,488
- 983 983 - - 2,662 2,662
’ 6,319 ' 3,469
(h) Present vaIue of expected future cash flows of insurance contract Ilabllmes and contractual service
less than . . . 10-20 _Over 20
1year 1-2years 2-3 years 3-4years 4-5years 5-10years . years ~  years - Total
£'000 £000 ©  £000 £000 £000 £000 £000 £000 £'000
19,783 45235 55569 63,630 70,065 331163 504,506 994,541 2,084,492
"40,405  (6,168)  (9.620)  (9.497)  (8.550) (20,706) 13,502 55525 54,891 °
(55.482)  (5,642)  (2.701) . (826) " 561 8,081 9,064 5521 " (41,424)
4706 33,425 43,248 53,307 : 62,076 - 318,538 527,072 1,055,587 2,097,359
1789 - 1677 4578 . 1481 1382 . 5487 5852 3215 22461
15.519. - 12,668 10,445 8,700 7301 22,358, 13,024 2750 92,765
(5.700)  (4,926) -~ (4,262)  (3,707) (3.225) (10.710) " (7.409) _ (1,919)- {41,858)'
11,608 9,419 7,761 6,474 5458 17,135 11,467 4,046 73,368 .
- 23420 34750 42687 48,880 53,824 254,397 ..387,558 763,999 1,609,515 -
18,986 (12,419) (11,729) . (10,832) . (9.449) (23,547) 14,784° 51,764 17,558
(36,800)  (5.185)" . (2,219) . (386). - 716 9873 9,812 . 4,838 (19,351)
5606 17,146 28,739 37,662 45,091 240,723 412,154 820,601 1,607,722
4;597. 5,269 5168 5011 4,774 20,047 24,175 17,845 86,886
15954 13432 11,345 9579 8128 25847 17,220 4935 106,441
(5.680)  (5,072)  (4,453)  (3.912)  (3,449) (11,739)  (8,783)  (2,797) °(45,885)
14,871 13,620 12,060  10,678° 9,454 . 34,155 32,612 19,983 - 147,442 -
{
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HSBC LIFE (UK) LIMITED
Notes on the Fmanclal Statements (contlnued)

(i) Dlscount rates

The Group has elected to apply a bottom -up approach whereby the discount rate is derlved using the nsk -free
rate adjusted for anilliquidity premium as set out.in the Summary of material accountlng pohcnes (b) Insurance
contracts. The blended average-of dlscount rates is used ’

2023 2022

Crate 10Y (%) T - . S 328% - 371%

rate 20Y (%) 343% '3.54%

5 Net fees income / (expense)

2023 . 2022

£000 £000.
- (Restated).
Fee income . . : - .
Fund management based fees o - T 2,735 . 2,832
Front-end fees recognised in the year . ) ) 459 . 42
Rebated annual management charges from collective mvestment schemes C T 86 ' : S
Policy fees ) . ] . - ) .16
Total fee income ) . ' '_ : . 3,250 o : 2,890 ..
Fee expense ) ) ) )
Investment contract benefits pa|d : . (73) o {(121)
Investment management, custody and valuation fees . (1,319) (1.695)
Fee sharing arrangement ) ) . o891y (877)
Bank charges ) ) R n - (281) ) (48)
Other ‘ . L (420) ' (725)
Total fee expense . . : - ’ ] (2,984) - - (3,466) -
" Net fees income / (expense) : | o o 266 . . (576)
6 Credit impairment losses
2023 2022.
£000 : * £'000
Commission clawback credit impairment losses © . . ' . 2,286 229 -

Credit impairment losses relate to commission clawback. Commission paid to third ‘party insurance
intermediaries, for the sale of HSBC Life Protection (HLP)' policies, is due back to the Company when
. policies lapse within four years from inception. The commission clawback receivable is impaired when the
- Company assesses the refunds are no Ionger recoverable from the |ntermed|ar|es due to S|gn|f|cant
financial dlffculty
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HSBC LIFE (UK) LIMITED
Notes on the Fmanclal Statements (contrnued)_

7 Total operating expe.nses

) 2023 2022
Expenses . ’ . . Expenses
attributed to Other - ' . attributed to .
insurance directly Other - insuranceOthervdirectIy Other
acquisition attributable operating ) acquisition attributable  operating -
cash flows' expenses' . expenses, Total cash flows' expenses' expenses " "Total
(£'000 £'000 - £'000 . £'000 - £000 - - £'000 £'000 . £'000
g - (Restated)- (Restated) (Restated) (Restated)
Expenses by nature ’ S
Commission payable - 19,575 - - 19,575 - 21,424 - - 21,424
Administrative expenses 11,904 ' 6,406 9,392  -27,702 8902 . 8273 9,912 . . 27,087
Total operating A , ‘ : ‘ ‘ o ' -
expenses e : 31,479 6,406 - 9,392 . 47,277 - 30,326 8,273 9,912 . 48,511

. ! Expenses attributed to insurance acquisilion cash flows and other directly. attributable expenses comprise expenses incurred by the
Company in the reporting period that relate directly to the fulfilment of contracts issued within IFRS 17's scope and réinsurance contracts
held. These expenses are recognised in the statement of comprehensive income based on IFRS 17 measurement requirements. .

Audit, legal and other professional fees include: *

Auditors remuneration:

—. ‘Audit of these financial statements pursuant to legislation.
— Other audit-related services pursuant to such legislation

280

471
161 149
632 429

The fees pald to auditors detarled above (excluswe of VAT) relate only to actrvrtres m respect of the

Company

. Other audit-related servrces pursuant to such Ieglslatlon for 2023 relates to the Solvency Il Irmrted scope

audit.

8 Dlrectors ‘emoluments

One director who sefved during the year (2022 One drrector) was remunerated by other Group
undertakmgs which made no specific charge to this company for their services. The emoluments of the

other directors in respect of their services to the Company are shown below.

2023

. S . - 2022

) ) T . o . £'000 £'000
Emoluments I o Y 2 © 558

Pension scheme contributions ’ 9 4
' 680 562"

Highest paid Director: ‘ i

'Emoluments . " ‘ . - L. 277 287

Pension scheme contrlbutlons o ' ' 2 2

279 289

The hlgheset paid director exercrsed optlons over HSBC Holdmgs plc ordlnary shares during the year

(2022: Two drrectors)

~
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HSBC LIFE (UK) LIMITED - ' : L
Notes on the Flnanclal Statements (contlnued) o

5

’The Company does not have any direct employees (2022 nil). The drrectors and staff are all employees of
other Group undertakings.

Retirement benefits are accruing to the directors under schémes operated by their employlng companles
Retirement benefits are accruing to two directors under money purchase schemes and none are accruing
under defined benefits scheme at 31 December 2023 (2022: two directors under money. purchase
schemes and none accruing under defined benefits scheme). The directors are. members of retirement
benefit schemes operated by’ HSBC Bank UK plc. Details of these schemes' can be found in the Annual’
Report and Accounts of HSBC Bank UK plc." The Company does not receive any explicit. charges in

. respect of the ‘costs of contributions to the retirement benefit schemes for the directors and staff. As the
Company has no staff, it has no liability in respect of any deficit within the schemes, although any surplus\
or deficit may affect the level of costs recharged to the Company in future perlods .

9 Tax (credit) / expense »
R 2023 2022

Notes ) £000 . £000
; Co (Restated)
T ‘Cur.rent tax '
UK Corporation tax-
— on current year profit 120,774 S 113
—. adjustments in respect of prior years ) (2,002) -
" Overseas tax .
~ — on current year profit (17) 17
Total current tax 18,755 . 130
Deferred tax - .
Deferred tax asset recognition (115,875) -
Origination and reversal of temporary differences . ' 4,881 6,265
-Effect of changes in tax rates . - 1
Adjustment in respect of prior years - 4
Total deferred tax 19 - (110,994) - 6,270
Tax credit (92,239) 6,400
Tax reconciliation: ) )
2023  Percentage of. . 2022 ‘ l’ercentage of -
) . overall loss overall profit
B before tax ) before tax
£'000 % £'000 . %
) (Restated) )
Profit before tax 17,481 - 25,199
Tax of 23.5% (2022:19%) -4,108 ‘24 4,788 19
Impact of policyholder tax. (85,806) (491) - -
Adjustments in respect of prior years -(2,002) (11) 3 ’_‘ . -
Income not taxable for tax purposes (8,601) - .(49) -(3) ’ -
Overseas tax charge (17) .- 17 . B
Changes in tax rates - - 1,488 o -
Other items 79 - 107 .-
Overall tax credit (92 239) (527) 6,400 ) 19

An increase in the main UK corporatlon rate from 19% to 25% (effective 1 April 2023) was substantively
enacted on 24 May '2021. This will increase the company's future current tax charge accordingly. Where
appropriate, the deferred tax liability at 31 December 2023 and 2022 has been calculated based on these
rates, reﬂectlng the expected timing of reversal of the related temporary differences.
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HSBC LIFE (UK) LIMITED
Notes on the Financial Statements (contmued)

10 Contractual r'ig'h'ts-' investment contracts

- Investment contracts
Contractual rights

£'000
- 2023 Lo L : ) S
1 January 2023 ° T - : . oo . 422
Amortisation - : - : oo (422)
At 31 December 2023 L — » o .
2022 _ . - o »
1 January 2022 .’ o ‘ S . ’ . 449
Ambortisation " i o E . - . @
At 31 December 2022 : S - .42

The contractual .ri’dhts. have been fully amortised during 2023.

11 Financial assets at fair value through pro‘tit or loss’

The Company S fmancnal assets at falr value through profit or loss are summarlsed below by measurement
. category .

2023 2022

. ' £000 . £000

Mandatorily fair value through profit or loss (FVTPL) - R L 3,136,464 2,658,813

N : : 2023 - T 2022

" Financial assets at fair value through profit or loss . £'000 © £'000

Equity securities ~ listed . oo ' . v . L ] ‘4,141

Debt securities ~ fixed interest rate: B i . .

'~ governmentbonds . n . . 4,739 4,717

- other - listed . o . 36,215 . 47,609

) oo ‘ 40,954 52,326
Collective investmentschemes —'u'nlisted : 3,095,510 ' 2,602,346

- Cash and cash equivalents: . . . . : . )

— Bank-and cash balances C I 116,656 102,361
= Short-term bank deposits . ) . 51,867 . 51,785 .

' ' 168,523 - © 154,146

Total financial assets at tair value through profit or loss ' - ' . 3,304,987 - 2,812,959

Expected to be recovered in no more than one year - : 503,385 _ 495,152

Expected to be recovered after more than one year - . . 2,801,602 2,317,807

‘ S 3,304,987 - 2,812,959

The other listed fixed rate debt securmes relate to corporate bonds The falr values of these are ‘
determined based on the interest yields on the lnstruments

Derivatives are valued using intefnal models with mputs based on observable data

‘Custody services are prowded by HSBC Security Services, SEl Investments (Europe) Limited; True
- Potential Investments LLP.and Investment Funds Direct Limited.
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' HSBC LIFE (UK) LIMITED
Notes on the.Finan_ciaI Statements (continued)

Valuatlon of flnanclal mstruments

Fair value is the amount _for which an asset could be exchanged or a Ilablllty settled between
knowledgeable parties in an arm’s Iength transaction. . :

The Company measures fair values using the following fair value hlerarchy that reﬂects the S|gn|fcance of
the lnputs used'in making the measurements: -

~  Level 1: Quoted market price: fi nancnal |nstruments WIth quoted prices for |dent|ca| |nstruments in
active markets

-~ Level 2: Valuation technlque using observable ‘inputs: fi nanmal mstruments with quoted pnces for
similar instruments in active markets and financial instruments valued usmg models where all
 significant inputs are observable

— Level 3: Valuation technique W|th sugnlfcant unobservable mputs flnancaa! instruments valued
using models where one or more significant inputs are unobservable. :

The table below analyses financial instruments,.measured at fair value at the end of the reportlng penod
by the level in the fair value hierarchy into whlch the fair value measurement is categorised: -

© 2023 .- : R . © Level 1. Level 2 Level 3 C 'i'otal
: £°000 : - £'000 - £000. . £'000

Financial assets: _ '
Equity securities ’ : - - - . -
Collectives " : ) . : 3,095,335 - 175 < 3,095,510

Debt securities o T ' - 40,954 - K 49,954
Cash . . o - . 168,523 - - 168,523
: ’ . . . 3,095,335 209,477 . - 175 3,304,987
Unit-linked - ’ "1 2,980,703 . - - . 175 2,980,878
Other o ’ . 114,632 209,477 . - 324,109,
' ' 3,095,335 209,477 175 . 3,304,987
Liabilities: RS . . .
Investment contract liabilities i o - " 852,588 - 852,588
s ' - 852,588 © . 852,588
2022 ) : ) : Level 1 Level 2 - - Level 3 Total

£000. . £000 ’ £000 £'000 .

_Financial assets:

Equity securities : S . , 4141 . - - . 4,141
Collectives - : © 2,602,048 . L 208 . 2,602,346
Debt securities ' . . - 52,326 - - 52,326
Cash S . - 154,146 - - _ 154,146
o : 2,606,189 206,472 ' 298 2,812,959

" -Unit-linked , . _ 2,485,718 - . - 208 . 2,486,016
Other- : . _ . 120,471 | 206,472 4 - 326,943
’ : 2,606,189 - . . 206,472 298 2,812,959

Liabilities: . ) e -
Investment contract liabilities ' - . 789,148 . - 789,148
' ' ’ - 789,148 " 789,148
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HSBC LIFE (UK) LIMITED

Notes on the Financial Statements (contlnued)

" 12 Receivables, prepayments‘and accrued income

Receivables arrsnng from insurance and reinsurance contracts .

— due from contract holders . R
- = due from related party intermediaries

— due from other reinsurers

- due from related party reinsurers

Bridging accounts

- Third party . .

Other loans and receivables:

- Prepayments

- Accrued income’

- Receivables from related partres

*- Other receivables

- Other recelvables from related partles

Expected to be recovered in no more than one year

.2023

L © 2022
£000 £'000
(Restateq)

(40) 305
10,169 7,556
©.1,340 (84)
| (232) (85)
202 . 235
849 1,279
821 572
1,177 704
14 17
14,300 10,499
14,300 10,499
14,300' o 10,499

The carryrng amount: of receivables, mcludlng lnsurance recelvables is consrdered to be a reasonable’

approximation of their fair value.

Bridging accounts -are control accounts to manage the actual accountrng cashﬂows VErsus expected

' cashflows from the cashflow- models

- 13 Calle_d up_share capital

Allottéd, called up and fully paid
94.375,000 Ordinary shares of £1 each

The holders of ordinary shares are entitled to receive dividends as decl'ared from time to time and are -

2022 -

2023

£000 “£1000
94,375 . 94,375 .
94,375 94,375

entitled to one vote per share at meetlngs of the Company All shares rank equally with regard to

repayment of capltal

14 Dividends
- 2023 2023 . 2022 2022
£'000 ' Total per share ‘ £000 Total per share
* Interim dividend - - ' 8,000 0.08
15 Retained earnings’
2023 2022
‘£'000 £'000 -
(Restated)
Retained earnings - 211,505 - 101,785
.50
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HSBC LIFE (UK) LIMITED _
Notes on the Financial Statements (continued)

"The retained earnings balance represents the amount available- for dividend distribution to the equit"y
shareholders of the Company. The retained earnings plus capital are in excess of the Company’s

‘regulatory solvency capital requirement and thus there is no restriction on distributable reserves.

. 16 Investment contract liabilities

2023 2022
. ] ] £'000 £'000 -
Investment contracts at fair value through profit or loss (unit-linked)- o . 852,588 789,148
Expected to be paid in no more than one year 118 183
.~ Expected to be paid after more than one year o ) - 852,470 788,965
852,588 789,148

All investment contract Iiabilities'are'designated by the Company to be at fair value through profit of loss.

The maturity value of these financial liabilities is determined by the fair value of the linked aésets at
maturity date. There will be no difference between the carrying amount and the matunty amount at

maturity date.

17 Insurance and other payables and deferred income )

2023

. 2022
£'000 £'000
o . . _ (Restated)
‘Direct insurance contract payables . : - 10,659.. 6,643
Reinsurance contract payables S B L 9,408 9,550
Amounts due to related parties = -+ y : 8,337 12,688
_including reinsurance contract payables : C
Direct investment-contract payables . . 5,067 5,397
Other payables and accrued expenses = - : L 9,803 6,266
- Deferredincome- . . : 19 487
Bridging accounts - : ' S o, : ’
- Third party . Co : ) ~ (2,256) - (99)
) ) o : N 41,037 40,932
Expected to be settled in no more than one year . o . 41,037 40,932,
. 41,037 40,932 |

" Deferred income relates to front-end fees received from investment contract holders as a prepayment for
asset management and related services. These amounts are non~refundable and are released to |ncome

as the services are rendered

'Brldgmg accounts are control accounts to manage the actual accountlng cashﬂows versus expected

cashflows from the cashflow models.

The carryrng amount of i msurance and other payables is consndered to be a reasonab!e approxrmatlon of

‘ their falr value.
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Notes on the Financial Statements (contlnued)

18 Other provisions

2023 - 2022

. ) _ £000 £000
At 1 January - . _ ' . . .- 54 - 113
Additional provisions made during_the year Co - . -
. Utilised during'the year . ‘ ’ . - (59)
Amounts reversed during the year ' S . ‘ - -
At 31December - - . : : u . 54 . 54
Expected to be paid in no more than one year . ) ‘ 54 . 547
.Expected to be paid after more than one year - | - S -
' ‘ 54 54

. The’ provrsron ‘utilised in the year relates to policyholder remediation on historic FIeerrfe Plan policies,
_ with a decreasing sum assured, where premiums were marginally overcharged The provrsron mcludes
premlum refunds and accrued interest on the refunds

19 Deferred tax (asSets)lIiabilitt_es

2023 ' © 2022

£'000 . £000

.o : : ) (Restated)

* At-1 January . ' . . . : . 22,538 16,268

Income statement credit. ' : } . (110,994) . '6,270

At 31 December . . . . : . (88,456) . 22,538
2023 .. 2022

£000° .. £'000

' - (Restated)

Deferred tax assets C

Deferred income . : - ' S e BT
Deferred and excess expenses T ) 98,092 ’ -.

98,092 ' 115

Deferred ta)t liabilities . . : : : : -

Contractual rights . ‘ . - - 106

Insurance contract provisions = - ; o o . 9,636 22,547

9636 - 22,653

A deferred tax asset has been recognrsed (Note 2(k)-Use of accountmg estlmates and Judgements)

relating to historic tax losses, based on the recognrtron and measurement criteria in IAS 12. The-

conclusion was that the recognition threshold was met, due to the increase in interest rates which resulted

in higher projected future taxable .income (mvestment return and galns) which supported. the expected
" utilisation. ) )

There are no unrecognised deferred tax asset At year-end 2022, a deferred tax assetin respect of excess -
management expenses of £495,893,000 with tax impact £99,168,000 had not been recognised as the
. recoverabrlrty of the deferred tax asset was considered doubtful.
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The UK's taxation regime. for life assurance companies taxes policyholder prefits and “I-E" (broadly any
investment income plus gains on’disposals- of assets less expenses of management) tax losses (XSE)
.were recognised as a deferred tax asset during 2023.

>
¥

" 20 Structured entities ~

The Company is involved wrth structured entities through investment fund holdings within the unit-linked
and non-linked funds.

The arrangements that involve structured entities form part of the normal course of business for the
Company and are authorised by management when they are established to ensure appropriate purpose.
and governance. The Company has involvement with unconsolidated structured entities, which may be
established by HSBC ‘Group companies or by third parties, as detailed below.

The term unconsolidated structured entities’ refers to all structured entities controlled or not controlled by

the Company. The Company is exempt from preparing consolidated group financial statements (refer to

note 1(d) and thus the structured entities the Company controls are included in' the unconsolidated

structured entities listed below. The Company enters into transactions with unconsolidated structured

entities in the normal course of busrness to facrlitate policyholder transactions and for specrfrc investment
" opportunities.

The table below shows the fotal assets of unconsolidated structured entities in which the Company has an -
interest at the reportlng date, as well as lts maximum exposure to loss in relation to those interests.

The maximum potential loss from the Company s mterests in unconsolldated structured entities represents
the maximum loss that it could be required to report as a result of its involvement with unconsolidated
structured entities regardless of the probability of the loss berng incurred. Nature and risks associated with
HSBC mterests in unconsolidated structured entities .

2023 . 2022

- . £'000 : . £'000
“ At 31 December Co .

HSBC Life (UK)-Limited's interest - assets : . Do ,

. Collective investment schemes L 3,095,510 . 2,602,346
Total assets in relation to the Company's interests o

. in the unconsolidated structured entities : .

C o 3,095,510 2,602,346

Maximum loss . . ) - ) 3095510 - .2,602,346

-HSBC Group companies have established and manage money. market funds and non-money. market
investment funds to provide policyholders with investment opportunities.-HSBC Group companies, as fund
. managers, may be entitled to receive management and performance fees based on the assets under
management
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21 'Related’party transactions

The Company has a related party relationship with its parent, wrth other group undertaklngs and with its.
directors.

Tra‘nsactions with related parties are summarised as follows:

‘(a) Income and expense

2023 ' 2022

£000 : £'000
oo . (Restated)
Net insurance service result - ]
- Other Group company - B : C : - - 10,642 3,941
. Net investment returns ; . .. . o
-Parent = . . o - 3,158 559
- Other Gro'up company . F . . . ) 7,765 ' 5,458
Net fees income / (expense) . ' -
- Parent ) _ ) o (1,281 ) (1,204)
- Other Group company . . ] . (1,153) i . .{1,416)
~ Total operating expenses o
- Parent ' ) 1,566 ’ " (1,566)
- Other Group company o , . (9,340) - - (8,247)-
! o ' ’ ’ (1.774) - - " (9,813)
11,357 : (2,475).

Income from related party transactions arises from:

‘Insurance service result includes the impact from Group contracts with other Group companles to

provide life; critical illness and income protectlon cover for employees and associated relnsurance

‘contracts The impact of attributable insurance contract expenses are also included |n the

. insurance service result;

_Investment returns include mterest receivable on cash balances deposrted with the Companys

parent and interest on collective investment scheme holdings with other Group companles

Fee income include annual management charges rebated. to the Company in respect of its .

holdings in collective investment schemes managed by other HSBC Group companles

. Fee expenses include costs charged to the Company its parent for the provrsron of investment

accounting and unit pricing services and cost charged for the provrsron of asset management
services by other Group companies.

: Operating expenses include acquisition costs (commission) payable to other Group compa'nies in

relation to sales of the Company s products, The Company’s products are currently marketed and
sold primarily by HSBC UK Bank pic through its sales channels..

Costs charged to the Company for the provision- of management services are also included in
operating expenses. These include product management, customer services (policy underwriting,

“administration and claims processing), risk management, actuarial, finance, human resources,:
property services and IT. The Company is fecharged for the actual costs incurred in undertaking

these activities. Cost directly attributable to-insurance and reinsurance contracts are taken into the

- contractual service margin calculation and spread over the life of the contracts through the_ '

msurance service result
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. e

" (b) Key management compensatlon

~ The Company does not have any direct employees The Dlrectors and staff are aIl employees of other
.Group companies. The costs recharged to the Company include the following amounts in respect of key
management compensaﬂon reIatlng to those individuals’ services to the Company

2023 2022

£000 . £000
Salaries and other shorl-term employee benefi ts - ’ : A . . 675 ' ) ' 558
Post—employment benefits - o a 5 . 4

680 ‘ 562

Key management transact with-the Company and other companies within the Group through the purchase
of standard products - in the ordinary course of business and on substantially. the same terms as for

. comparable transactlons with persons of a S|m|Iar standlng or, where appllcable with other employees of
the Group. '

('c) Year-end balances with related parties _ ) . .
' 2023° 2022

" Assets L ' ' T £000
o : Co : ’ ‘(Restated)
. Financial assets ‘at fair value through profi t and loss .
Debt securities ) . o } . o
- Other Group company : ' ) 4,921 . 4,895
Collective’investment schemes .. . o . : o
. - Other Group company R . ' - 114,632 106,213 .
Cash’and cash equivalents . ’ : :
- Parent” - - K o R - 168,523 154,146
Loans, recelvables and prepayments . BN )
- Parent O . e . 828 572
- Other Group company - . - ' : " v o 1,307 : 221
Reinéufance_contract assets o . . L
- Other Group company' . ' . _ . 7,557 o 6,324
297,768 .- 272,371
' . . o . 2023 '2022
Liabilities : . . . - £'000- - £'000,
) : ) : s (Restated) -
.Insurance contract liab_ililies - o : : o
- Other Group company . - . . : R } . . 65,014 = - 56,470
- Investment contract liabiiities - . ‘ A . L
- Other Group company‘ : : . 852,588 B 789,148
Insurance and other payables and deferred income : S B . ) -
<Parent . ) B . ‘480 .. - . (841)
- - Other Group company . - B 12,924 " 18,926
931,006 863,703
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_ Asset and Iiability balances with related parties arise from: |

- . Debt secur'itie.sA relate to corporate bonds .he.Id with other Group companies;

- Coﬂective investment scheme holdings, which are managed by another Group company;
_ Deposits with the Company's parent; . ' A - 4

- Inter-company settlement accounts with the Company s parent and wrth other Group companles in
" respect of premrums claims, commission and expenses;

= Remsurance contract assets include contractual service margin, risk adjustment, |ncurred clalms
and remaining coverage balances relating to relnsurance contracts with other Group, companles

- Insurance c¢ontract liabilities include contractual service margin, rlsk adjustment, incurred claims
* "and remaining coverage balances relating to msurance contracts with other Group compames

~_ Liabilities to a pensron scheme in respect of an |nvestment contract taken out by the pensron
scheme.

22 Effects of adoption of IFRS 17

On. 1 January 2023, the Company adopted IFRS 17 -“Insurance- Contracts’, and as requrred by the
standard applied therequrrements retrospectively, with comparatives restated. from the transition date,1
January 2022. The tables below provide the transition restatement impact on the Company’s balance
sheet as.at 1 January 2022, as. well as the- statement of comprehensive- income for the year ended 31
December 2022.

Further information about the effect of the adoptron of IFRS 17 are provided 'in Note 1 ‘Basis of
preparation’. :

IFRS 17 traneition,impact on the balance sheet at 1 January 2022: ‘

IFRS 17

. Removalof fulfilment  IFRS 17 o Total
IFRS 4 IFRS 4 cash flows . CSM Tax effect IFRS 17 movements
£000 £000 "~ £000 £'000 £000 . £'000 £000
"Assets . Lo . ) . ' '
Contractual rights — investment contracts 449 - - o - . - | 449 -
- Financial investments at fair value through profit ' ) . . . L
—. Equities - 44,106 - - - : - 44,106 -
~ Debt securities-fixed rate E 85,530 - - - - 85,530 - -
— Collective investment schemes 2,482,053 L. B - - 2,482,053 . -
— Derivative financial instruments : 192 . - ’ - ‘ BN 192 -
- — Cash and cash equivalents i 142,717 N . . - . 14277 -
Reinsurance assets , , . 86,955 (86,955) oL - S (86,955)
Insurance contract assets - - - : - . - ‘80,029 (35,362) - - 44,667 - 44,667
Reinsurance contract assets = ° ! L. .. 61,700 27,102 . - 88,802 . 88,802
Receivables, prepayments and accrued income 14,748° - (5,726) - - R 9,022 . (5,726)
Income tax recoverable . 2,936 C - - Lo 2936 Lo
Deferred tax asset . ' - - . - - ‘. ] .
Total assets’ . 2.859.686 " {92.681) 141,729 (8.260) . - 2900474 . 40788
Liabilities and equity h . . . o
Liabilities - . ) . . .
Insurance contract provisions ’ 1,826,262 - (1,826,262) T ’ - . - (1,826,262)
Insurance contract liabilities ’ . - © - - 1,640,876 126,068 . - 1,766,944 1,766,944
Reinsurance contract liabilities . - ' - . 58,847 (16,868) - 41,979 . 41,979
“Investment contract liabilities C 860,440 AP . - - 860,440 -
Insurance and other payables and deferred . 334,545 . (5,276) - - - 29,369 (5,276)
income : ’ .
- Other provisions " 13 : Cae . . - - 113 ' -
. Deferred tax liabilities : L - 143 - - - 16,125 16,268 16,125
Total liabilities - ) 2,721,603  (1.831,538) 1,699,723 109,200 16,125 2,715.113 (6.490)
Total shareholders’ equity ' 138,083 1,738,857 (1,557,994)  (117,460) {16,125) 185,361 47,278
. Total liabilities and equity = . 2859686 92,681) 141,729 (8,260) -_2900474 40,788
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FATEN

Transition drivers
Removal of. IFRS 4 balances

IFRS 4 insurance contract assets and insurance contract liabilities are removed on transmon to be
: replaced with IFRS 17 balances. ‘ s

Recogmtlon of the IFRS 17 fulfilment cash ﬂows

. The meastrement of the insurance contracts liabilities under IFRS 17 is based on groups of insurance -
.contracts and includes a_ liability for fuffilling the insurance contracts, such as premiums, directly
attributable expenses and insurance benefits and claims including policyholder returns. -These are
recorded within the fulfilment cash flow component of the insurance contract I|ab|I|ty together with the risk
adjustment for non-flnancnal nsk

Recognition of the IFRS 17 CSM

The CSM is a component of the insurance contract liability and represents the future unearned prof it
~associated with insurance contracts which will be released- to the proft and loss over the expected
coverage penod

A Tax effect

: A new deferred tax liability was recognised on the temporary differences between the new IFRS 17
accounting balances and the IFRS 4 balances removed on transition.

©. 57 .
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IFRS 17 transition |mpact on the reported statement of comprehensnve income- for the year ended 31
December 2022:°

Insurance

: finance Expertence "' Attribut-
Removal of incomelexp IFRS 17 Onerous variance ~ able
IFRS 4 IFRS4 “ense csSMm contracts . and other  expenses  Tax effect IFRS 17
£000 -£'000 £'000 £000 £000 . £'000 . £'000 - £'000 £'000" -
Net investment returns ST - - . - - - - - .- 21,839
" Net income from financial instruments . ~ )
held for trading or managed on a fair . L : . ’ .
value basis (223.963) - - - - - - 4 -(223,963)
Net interest income - 578 - - - - - - - 578
Net expe‘nse from assets and liabilities . o | . . o
of insurance businesses, including
related derivati\}es, measured at fair - o . . B . s
value through profit or loss 65,250 - . - - - o102 . - 1 65,352
Net insurance finance ‘ E ‘ ’ ’ . . .
income/(expense) ) - - 179,872 - - S - - - 4 179872
Net insurance premium income 464,276 (464,276) oo o - - - e -
Net insurance service result’ ' B - - L 26,119 (3,907) (8,135) - - 14,077
— insurance revenue ' - - - 33,661 - 121,694 1,824 - 157,179
- insurance service expense . - - - - (5,642) (129,981) (1,824) . - (137.447)
- Netineome (expenses) from o - - - (7,542) . 1,735 152 ) - - (5.655)|
Net fees income / (expense) - . 3,000 ’ ) - C- ’ - - (3,576) - ) - (576)
Total operating income ’ 309,141 (464,276) 179,872 26,119 (3,907) (11,609) - - . 35340 -
Netinsurance claims and benefits paid ' o ' . o
and movement in liabilities to . . - .
policyholders, . _ (256,068) 256,068 ) - ) - ) - . - - - -
Net operating income before change . ’
in expected credit losses and other - : ) . : .o
credit impairment charges .. - 53,073. (208,208) 179,872 - 26,119 (3,907) (11,609)- . - 35,340 |
Change'in expected credit losses and ’ . X . .
other credit impairment charges o (229). - - ) - s B T - (229)
. Net operating income S ' 52,844  (208,208) 179,872 26,119 (3,907) . (11,609) - e - 35111
' Totafoperating expenses . . (53,063) ’ - - - . - - 43,151 - (9,912)
Profit before tax : (219) (208,208) 179,872 ' . 26,119 (3.807) °  (11,609) 43,151 - - . 25199
Tax expense . ‘ 23 - Co- iy - - - - (6423) (6,400)
(Loss)/Profit and total

o (196) (208,208) 179,872 26,119 (3,907)  (11,609) 43,151 - (6,423) -
comprehensive income for the year ) . o . -

18,799

Transition drivers.
Removal of IFRS 4-based revenue items

On the.implementation of IFRS 17, new income statement line items associated W|th msurance contract
- accounting were introduced. Consequently, the previously reported IFRS. 4 line items ‘Net insurance
premium revenue’ and ‘Net insurance claims and beneflts incurred’ were also removed.

Introductlon of IFRS 17 income ‘statement
Insurance fnance lncome/(expense)

Insurance finance mcome/(expense) of £180m for the year ended 31 December 2022 represents the
change in the carrying amount of insurance contracts arising from the effect of, and changes in, the time
value " of money and financial risk. For variable fee approach contracts, the.insurance finance
income/(expense) includes the changes in the fair value of underlying items (excluding additions and
withdrawals). It therefore has an offsetting |mpact to investment income earned on under!ymg assets
supportlng insurance contracts
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csM - ' o _ ’

Revenue is recognised for the release of the CSM associated with the in-force business, which was
allocated at a rate of approximately 6% during 2022. The CSM release is largely impacted by the constant.
measure allocation approach for investment services, but may vary over-time primarily due to changes in
the total amount of CSM reported on the balance sheet from .factors such as new business written,

.investment experience, or changes to assumptions.

Onerous contracts ) .
" Losses on onerous contracts are takento the statement of comprehenswe income as mcurred
Experience variance and other

‘Experience variance and other' represents the expected expenses, claims and recovery of acquisition
cash flows, which are reported as part of the insurance revenue. This is offset with the actual expenses
‘and claims incurred in the period and. amortisation of acqmsmon cash ﬂows which are reported as part of
insurance service expense.

Attributable expenses

Directly attributable expenses are the costs associated with originating and fulfilling an identified portfolio
of insurance contracts. These costs include distribution fees paid to third parties as part of ‘originating
insurance contracts together with appropriate allocations of fixed and variable overheads, which are-
included within the fulfiiment cash flows and are no longer shown on the operating expenses line, whereas
non-attributable expenses remain in the operating expenses.

Balence sheet as at the transition date and at 31 Decembey 2022:

‘ - . . . . IFRS 17" - IFRS 4

31Dec . - 1Jan. . 31Dec © "1Jdan
2022 2022 2022 : 2022
£'000 £’000: £000 £000
" Assets ‘ S : . ) . . ) o » : :
Contractual rights — investment contracts o . 422 449 422 449
Financial investments at fair value !hrough profit and loss - ) . '
- Equities o 4141 0 44,106 ‘4141 44,106
.~ Debt securities-fixed rate . " 52,326 85,530 52,326 85,530
— 'Collective investment schemes c . 2,602,346 2,482,053 .2,602,346 2,482,053
— Derivative financial instruments . . ) . - . - 192 - - 192
— Cash and cash equivalents . E 154,146 142,717 154,146 - 142,717
Reinsurance assets - - 91,030 - 86,955
Insurance contract assets ’ X ) X . . ' 43.‘{91 - 44,667 - -
Reinsurance contract assets o . . 109,085 88,802 . . - -
Receivables, prepayments and accrued income 10,499 9,022 16,111 14,748
- Income tax recoverable . ’ -1,205 . 2,936 1,205 . 2,936
Deferred tax asset . ’ - . . 10 -
Total assets - . 2,977,361 2,900,474 . 2,921,737 2,859,686
Liabifities and equity o
... Liabilities . . .
Insurance contract provisions o Do - : - 1956388 1,826,262
Insurance contract liabilities . 1,898,506 1,766,944 - . -
Reinsurance contract liabilities . . . 30,023 - 41,979 ’ - -
Investment contract liabilities ° ’ i ~ 789,148 860,440 789,148- 860,440
Insurance and other payables and deferred income . © 40,932 29,369 47,746 34,645
Other provisions 54 113 " 54 “113
_Deterred'tax liabilities . : 22,538 © 16,268 . - - 143
- Total liabilities o - 2,781,201 2,715,113 _2,793.33_6 2,721,603
. To(al'shareholders_' equity s . ) 196,160 ] 185,361 - 128,401 138,083
Total liabilities and equity . . ' 2,877,361 - 2,900,474 2,921,737 - 2,859,686
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23 Parent undertakings 'A

The ultimate parent undertaking and ultimate controlling party is HSBC Holdings plc, which is the parent .
undertaking of the largest group to consolidate these financial statements. HSBC Bank plc, incorporated in
England is the parent undertaking of the smallest group: to consolldate these fmancnal statements. Both
compames are reglstered in England . :

Copies of HSBC Holdings plc and HSBC Bank pIc consolldated fnanC|aI statements can be obtalned from:

8 Canada Square
London

E14 5HQ
www.hsbc.com

s
/!

"24 Events after the balance sheet date

There are no significant events ‘after the balance sheet d‘ate,.
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* HSBC LIFE (UK) LIMITED |
Independent Auditors’ Report to the Members of HSBC Life (UK) Limited

Report on the audit of the financial statements

Opinion

In our opinion, HSBC Life (UK) errted s financial statements
e give a true and fair view of the state of the Company’ s affairs as at 31 December 2022 and of its loss
and cash flows for the year then ended; :
* have been properly prepared in accordance with UK- adopted international accounting standards; and
. have been prepared in accordance with the requrrements of the Compames Act 2006.

We have audited the financial statements; included within the Annual Report and Accounts, WhICh comprise:
the Statement of financial position as at 31 December 2022; the Statement of comprehensive. income, the
Statement of cash flows, the Statement of changes in equity for the year then ended; and the notes to the
flnancral statements, which include a description of the significant accountlng pollcres

Our oprnlon is consistent with our reportmg to the Rrsk and Audit Commlttee ("RAC"Y).

Ba5|s for oplnlon :
We conducted our audit in accordance with International  Standards on Audrtlng (UK) (“ISAs (UK)") and:
’appllcable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for
. the audit of the financial statements section of our report. We believe that the audit evrdence we have obtained
is sufficient and appropriate to provrde a basis for our opinion.

- Independence g : :
We remained independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC's Ethical Standard, as applicable to public
interest entities, and we have fulfilled our other ethical responsibilities in-actordance with these requirements.

To the best of our knowledge and‘ belief, we declare that non-audit services prohibited by the FRC’s Ethical
Standard were not provided. :

Other than the services described in note 9, we have provrded no non-audit services to the Company in the
perlod under audit. .

Our audit approach
Overview
Audit scope . ‘
) e We performed a full scope audit of the complete fi nancral mformatron of the entity in accordance with
our materiality and risk assessment. . ‘

Key audit matters
e Subjectivity in expense assumptrons in insurance contract provisions -
«  Subjectivity in mortality and morbidity assumptions in insurance contract provrsmns
¢ Unrecognised deferred tax asset relating to historic tax losses

Materrallty
- o Overall materiality: £14,161,000 (2021 £14,251 000) based on 0.5% of total assets.
e Performance matenalrty £10,620,000 (2021: £1O 688 OOO)

The scope of our audlt :
As part of designing our audit, we determlned matenalrty and assessed the risks of material mrsstatement in
the financial statements .

Key audlt matters :
Key audit matters are those matters that, in- the auditors’ professional Judgement were of most srgnrfrcance in

- the audit of the financial statements: of the current period and include the. most significant assessed risks of

~ material misstatement (whetheér or not due to fraud) identified by the auditors, including those which had the
greatest effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of
the engagement team. These matters, and any comments we make on the results of our procedures thereon,
were addressed in the context of our audit of the financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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(contmued)

This is not a complete list of all nsks identified by our audit.

Unrecognised deferred tax asset relatmg to historic tax losses is a new Key audit matter this year, given the
impact changes in the macroeconomic environment have had on the projections of future profits for the

Company. All other key audit matters are consistent with the prior year.

Key audit matter

How 6ur audit addressed the key audit matter

Subjectivity in expense assumptions in insurance
contract provisions .

Refer to Note 21 and accounting policy (k). The
valuation of insurance contract provisions includes

estimated future expenses that are expected to be .
incurred in the administration and maintenance of |-

the existing policies to their maturity. Expense
allocation categorises expenses as either
maintenance costs (of existing policies), claim costs
(for existing policies as they mature) or costs for the
acquisition of new business (therefore excluded
from the liability). Such costs are further allocated
by product type to arrive at a per policy expense.

In addition to the amount allowed for in the valuation
model an expense overrun reserve is recognised to
address the risk that modelled expense amounts
are insufficient to cover the future expenses of the
portfolio. .

The calculation of the insurance contract provisions
is - sensitive to changes in allocations between
categories, changes in the underlying expense
assumptions and the methodology used to calculate
the expense overrun manual reserve. As such,
there is a risk that the expense assumptions are not
appropriate or supportable where inappropriate
judgements have been made. Such matters may
have a material impact on the reported resuits. Key
areas of judgement taken in setting the Company's
expense assumptions include estimation of the
projected cost base and associated volumes of
policies in force, both in the short term and any
changes to this over time.

We performed the testing set out below in respect of
the subjectivity in expense assumptlons in insurance
contract provisions:

» We tested and challenged the appropriateness of
the split between maintenance and acquisition
expenses by selecting a sample of cost centres and
ensuring management had made a reasonable
assessment;

+ We reviewed and, where relevant, challenged the
appropriateness of the cost allocations established,
and ensured there are no material unexpected
differences between the projected costs and the
actual incurred costs in the financial year to 31
December 2022 that would have a material impact
on the valuation of insurance contract provisions; -

+ We agreed the allocation of expenses was made in
accordance with the allocation model. We have
assessed the reasonableness of the per policy
expense assumptions made in the calculations of-
insurance contract provisions, by ensuring they
accurately reflect the agreed allocated expenses,
are based on appropriate in force policy counts and
are sufficient to cover future expected costs;

+ We benchmarked the expense inflation assumption
and IFRS expense margin against others in the |-
industry; ‘

*+ Furthermore, we have assessed the
appropriateness of management’s expense inflation
assumptions given the current high inflationary
environment, and; '

* We have audited the calculatlon of the separate
.expense overrun manual reserve. held as at 31
December 2022. ,

Based upon the results of our testing, the expense
assumptions used in the insurance contract
provisions are appropriate.

Subjectivity in mortality and morbidity assumptions
in insurance contract provisions

Refer to Note 21 and accounting policy (k).
Insurance contract provisions are sensitive to the
assumptions used, with those relevant to mortality
and morbidity highlighted as those having the most
material impact on the valuation of insurance
contract provisions. There is a risk that the
assumptions are not appropriate given the variability
in experience, the potential impact of Covid-19, the
relatively small size of the Company’s business and
the pool of data from which to assess experience. In
calculating the insurance contract provisions,
management uses the Company's own historical
experience and available market data in the

We performed the testing set out below on the
significant judgements made in setting the mortality
and morbidity assumptions:

» We audited the experience.analysis for mortality
and morbidity including testing the design and
operational effectiveness of controls in the
experience analysis processes, as well as the
results and judgements applied to thls data in the
setting of assumptions;

« We challenged the validity of the analysis
performed by management and their conclusions
based on our understanding of the approaches used

calculation of appropriate assumptions. In doing.-so

in the wider market and on the experience data that
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(continued)

there is a. risk that mortality and morbidity
assumptions may not be appropriate.

v

management has observed in previous periods;

« We have assessed the appropriateness of | - -

excluding 2020 data and including 2021 data from
the experience analysis, due to the impacts of
Covid-19 by performing our own independent
expectation of assumptlons usmg management’s
data; : .

« We assessed the appropriateness of the
assumptions, including the selected mortality tables
and whether mortality improvemerit factors need to
be applied, in light of the specific characteristics of |
the business, industry practices and any other

- available information such as general population

data;

+ We have audited the |mpact on results from any
assumption changes by considering the movement
in reserves against sensitivity runs performed by
‘management and reviewing managements own
Jjustification; and

+ We have considered . managements mortality
assumptions  relative to market peers via
benchmarking.

Based upon the results of our testlng the mortality
and morbidity assumptions.used in the calculations
of insurance contract provisions are appropriate.

Unrecognised deferred tax asset relating to hlStOI’IC
tax losses
Refer to note 25 and accounting policy.(k). -

The Company has an unrecognised deferred tax
asset of £99,168k (2021: £65,056k) in respect of
historical - tax losses (Excess . Management
‘Expenses). The Company is subject to the UK's
taxation regime for life assurance companies. This
regime taxes the . policyholder profits (where
appropriate) along ‘with the shareholder profits, in
respect of Basic Life Assurance -and General
Annuity Business (‘BLAGAB”) products which for
the Company is primarily its Onshore Investment
Bonds. Policyholder tax losses have arisen
historically in this business, which may now be
offset against future income and gains generated in
respect of investment assets backing this business.
This gives a potential deferred tax asset in respect
of these losses.

The recognition of a deferred .tax asset is a key
judgement. An assessment against the recognition
criteria in IAS 12 is required to determine whether
the deferred tax asset should be recognised on the
Company's balance sheet. Management -concluded

that the recognition criteria had not been met as at.|

31 December 2022, primarily due to the level.of
uncertainty 'around projections of future profits. .

'We have performed the following audit procédures:

+ We obtained management's ‘assessment which
evaluates whether the Company has met the
recognition criteria for deferred tax assets in IAS 12,
+ We assessed the reasonableness of
management’s projections of future profits. We

_considered the consistency of these projections with

the cash’ flows and assumptions used in the
actuarial valuation models. '
* We considered macroeconomic factors such as
the volatility of interest rates and the losses incurred
by the Company in 2022, which has increased the
overall level of uncertainty in projections of future
profits.

'« We considered the - avallablhty of deferred tax
liabilities against which deferred tax assets could be
utilised.

* We conS|dered the suff|C|ency of the dlsclosure in
the financial statements as a key judgement.

Based upon the results of our testing, we consider
the judgement not to recognise the deferred tax
asset on the balance sheet to be reasonable

How we tailored the audit scope

We tailored the scope of our-audit to ensure that we performed enough work to be able to give'an opinion on
the financial statements as a whole, taking into account the structure of the Company, the accountlng
processes and controls, and the mdustry in which it operates. .
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As part of designing our audit, we determined matenalrty and .assessed the. rlsks of material. misstatement in
the financial statements. .

The impact of climate risk on our audit

‘As part of our audit we made enquiries of management- to understand the extent of the potential impact of
climate risk on the Company’s financial statements, and we remained alert when performing our audit
- procedures for any indicators of the impact of climate risk. Our procedures did not rdentrfy any material |mpact :
as a result of climate risk on the Company'’s financial statements

Materiality

The scope of-our audit was influenced by our application of materralrty We set certain quantrtatlve thresholds
for materiality. These, together with qualitative considerations, helped us to determine the scope of our audit
and the nature, timing and extent of our audit procedures on the individual financial statement line items and
disclosures and in evaluating the effect of misstatements, both lndrwdually and in aggregate on the financial
statements as a whole. .

"Based on our professional judgement, we determined materrallty for the financial statements as a whole as .
follows:

Overall £14,161,000 (2021: £14,251,000).

Company ' :

materiality

How we 0.5% of total assets

determined it

Rationale for We believe the main users of the financial statements, being policyholders. and the

benchmark | regulators, are most focused on balance sheet strength and ability to pay future claims.

applied . -] As such, we have chosen a balance sheet benchmark of total assets which is a generally
accepted auditing benchmark. :

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of
‘uncorrected and undetected misstatements exceeds overall materiality. Specifically, we use performance
materiality in determining the scope of our audit and the nature and-extent of our testing of account balances,
classes of transactions and disclosures, for example in determining sample sizes. Our performance materiality
was 75% (2021: 75%) of overall- materiality, amountrng to £10,620,000 (2021 '£10,688,000) for the Company
financia! statements.

In determining the performance materiality, we considered a number of factors - the history of misstatements,
risk assessment and aggregation risk and the effectiveness of controls - and concluded that an amount at the
upper end of our normal range was appropriate.

We agreed with the Risk and Audit Committee ("RAC") that we would: report to them misstatements identified
during our audit above £731,000 (2021: £712,500) as well as misstatements below that amount that, in our
view, warranted reporting for qualrtatrve reasons. . .

Conclusions relating to going concern

Our evaluation of the directors’ assessment of the Company’s ability to continue to adopt the going concern
basis of accounting included: : .

+ Evaluating managements stress and scenario testing including the Solvency Capital Requrrement
- .and Risk Margin. This included consideration of the impact of downside scenarios;
e The review of correspondence with the PRA;
_e The review of board papers and attendance at RAC meetings;
e The challenge of management's key actuarral assumptlons for appropriateness within the current
business environment, and; .
~ e An assessment of the balance sheet, liquidity and solvency position at the year end.

Based on the work we have oerformed, we have not identified any material uncertainties relating to events or

‘conditions that, individually or collectively, may cast significant doubt on the Company’s ability to continue as a

gorng concern for a period of at least twelve months from when the financial statements are authorised for
issue.
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In auditing the fi nancial statements, we have concluded that the directors’ use of the gomg concern baS|s of
accounting.in the preparation of the financial statements is appropriate. .

However, because not all future events or conditions can be predlcted this conclusion is not a guarantee as to
the Company's ability to continue as a going concern. .

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report. Responsibilities of the directors with respect to going concern are described in
. the relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements -
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
financial statements.does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated: If we identify an
apparent material inconsistency or material misstatement, we are required to perform procedures to conclude
whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have performed; we conclude that there is.a material misstatement of
this other information, we are required to report that fact. We have nothing to report based on these
responsibilities. . . .

With respect to the Strategic report and Directors' report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been mcluded

Based on our work undertaken in the course of the audit, the Companles Act 2006 requires us also to report
certaln opmlons and matters as described below

Strateglc report and Directors' Report

In our opinion, based on the work undertaken in the course of the audlt the information given in the’ Strateglc
report and Directors' report for the year ended 31 December 2022 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the Company and its environment obtained in the course of the ‘
audit, we did not identify any matenal misstatements in the Strateglc report and Directors' report

Responsibiliti_es for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors’ responsibilities, the directors are responsible for the
preparation of the financial statements in accordance with the applicable framework and for being satisfied that
they give a true and fair view. The directors are al$o responsible for such internal control as they determine is
necessary to enable the preparation of fmancnal statements that are free from material mlsstatement whether
due to fraud or error. :

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to Ilqwdate the Company or to cease operations,
or have no realistic alternatlve but to do so.

Audltors responsrbllltles for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee-that an audit conducted in -
accordance with ISAs (UK) will ‘always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.
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Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud. The-extent to which our procedures are capable of detectlng |rregular|t|es
including fraud, is detailed below. .

- Based on our understandmg of the Company and industry, we |dent|ﬂed that the prmmpal risks of non-
compliance with laws and regulations related to the Companies Act 2006, the Prudential Regulation Authority's
regulations, the Financial Conduct Authority's regulations and UK tax legislation, and we considered the extent
to which non-compliance might have a material effect on the financial statements. We evaluated
‘management’s incentives and opportunities for fraudulent manipulation of the financial statements (including

- the risk of everride of controls), and determined that the principal risks were related to posting inappropriate
journal entries to increase revenue, and management blas in accountlng estimates. Audit procedures
performed by the engagement team included:

. Dlscussmns with the Risk and Audit Commlttee management (including those involved in the Rlsk
and Compliance function) and Intefnal Audit, including consideration of known or suspected mstances
of non-compliance with laws and regulation and fraud.

e Assessment of matters reported on the Company's whlstleblowmg reglster and the results of

. management’s investigation of such matters.

e Reading key correspondence with the Prudential Regulatlon Authorlty and the Financial Conduct.
Authority.

« Reviewing relevant- meeting minutes |nclud|ng those of the Board, Risk and Audit Committee, the
Executive Committee and Technical Governance Commlttee as well as attending the Risk and Audit.
Committee. :

* Reviewing data regarding pollcyholder complaints, the Companys reglster of litigation and claims,
Internal Audit reports, compllance reports in so far as they related to non-compliance with laws and
regulations and fraud.

- o Procedures relating to the valuation of insurance contract provrsmns in partlcular mortality, orbldlty
and expense assumptions described in the key matters above. .

There are inherent limitations in the audit procedures described above. We are less likely to become aware of
instances of non-compliance with laws and regulations that are not closely related to events and transactions
reflected in the financial statements. Also, the risk of: not detecting a material misstatement due to fraud is
higher than the risk of not detecting one resuiting from error, as fraud may involve dellberate concealment by,
for example, forgery or intentional mlsrepresentatlons or through collu5|on

Our -audit testlng rmght include testing complete populatlons of certain transactions and balances, possibly
using data auditing techniques. However, it typically involves selecting a limited number of items for testing,
rather than testing complete populations. We will often seek to target particular items for testing based on their
size or risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about .
the populatlon from which the sample is selected

A further description of our responsibilities for the audit of the flnanC|aI statements is located on the FRC S
website at: www. frc org. uk/audltorsrespon5|bllltues Thls description forms part of our auditors’ report. '

Use of thls report : :

_ This report, including the opinions, has been. prepared for and only for the Company’s members as a body in

. accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do. not, in
. giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
_ this report is shown or into whose hands it may come save where expressly agreed by our prlor consent in

- writing.

-Other required reporting

Compames Act 2006 exceptlon reportlng
Under the Companies Act 2006 we are reqwred to report to you If in our opmlon

« we have not obtained all the mformatlon and explanatlons we require for our audit; or

13
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e adequate accountlng records have not been kept by the Company or returns adequate for our audit
"~ have not been received from branches not visited by us; or

e _certain disclosures of directors’ remuneration spemf ed by law are not made; or

« “the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to repo,rt arisi'ng from this responsibility.

'Appomtment

Following the recommendation of the Risk and Audlt Committee ("RAC") we were appointed by the members -
on 31 March 2015 to audit-the financial statements for the year ended 31 December 2015 and subsequent
financial periods. The period of total unmterrupted engagement is" 8 years covenng the years ended- 31
December 2015 to 31 December 2022. '

S

Gary Shaw (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Audltors
Londori

31 March 2023
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‘Financial Statements

" Statement of comprehensive income for the year ended 31 December 2022

2022 ' 2021

Note  £000 £'000
Continuing operations
Insurance premium revenue - - o ' - : 555,246 557,966
Insurance premium ceded to reinsurers o S ) . (90,870) - (93,800)
Net insurance premium 'reyenue ' . .4 464,276 464,166
- Fees and commission income ‘ .5 3,000 3,268
Financial (expense)/income : . . ’ 6 - {(223,385) 224,789
Net income : ‘ 4 : 243,891 . 692,223
Claims and benefits iricurred . ' (319,230) . (604,102)
Reinsurers’ share of claims and benef ts mcurred ) - ] 63,162 57,880
Net'i |nsurance claims and -beneflts mcurred o S 7. ‘ (256,068) . (546, 222)_
Investment contract benefits : 8 . 65,250 ', ‘(89 155)
Acquisition costs ' ' . 9 (28,61'9) -~ (29,468)
Administrative expenses ) C 9 . . : (22,947) © {19,082)
Expenses for asset management services - : o " '(1,416) " (1,298)
Credit impairment losses and other operating expenses ) o 10 - - (310) - (1,384) .
Total expenses L o - (53,292) (51,232)
(Loss)/Profit before tax - S (219) - . 5614
- Taxcredit’ - . 12 23 50
' (Loss)/Profit and total compr'ehensive'income for the year . ' : (196) . 4 ' 5,664

The Company has no comprehensive income or expense. other than the loss for the year recognlsed in the
statement of comprehensive mcome

" The accountlng poI|C|es and notes on pages 19 to 54 form an mtegral part of these financial statements.
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Statement of financial position as at 31 December 2022

2022 . ©2021

-Note £000 £'000
ASSETS . . ) '
Contractual rights — investment contracts ' ‘ ) 13 ’ . 422 4489
Financial investments at fair value through profit and Ioss . : ) . :
" — Equities 14 © 4,141 44,106
—. Debt securities-fixed rate T - 14 . 52,326 - 85,530
- Collectlve investment schemes . _ . 14 © 2,602,346 - 2,482,053
— Derivative financial instruments : - 14,15 - ’ 192
Reinsurance assets o ) ' B 21 ’ 91,030 © 86,955
Receivables, prepayments and accrued income . 16 -16,111 . 14,748
] Cq'sh-and cash equivalents . - . ) o 17 . 154,146 . 141,231
" Income tax recoverable’ : L - . 1,205 . 2,936
Deferred tax asset : ' ) S 25 . 10, -
" Total assets S R 2,921,737 2,858,200
LIABILITIES AND EQUITY
Liabilities . , . . _ :
Insurance contract provisions - . - : 21 1,956,388 1,826,262 '
Financial liabilities : ’ ' S S _ o :
- Investment contracts . : .22 . 789,148 - - 860,440
Insurance and other payables and deferred income : " 23 ) 47,746 J . 34,645
Other provisions . S : 24 . . 54 : 113
Deferred tax liabilities S . o 25 ‘ - g 143
Total liabilities o ' . _ ' . — ‘ 2,793,336 . 2,721,603
Equity . - T - o I :
Called up share capital . ) : : 18 . 94,375 94,375
Retained earnings S . . C 20 . 34,026 .. ’ 42,222
Total shareholders' equity _ ' . . 128401 . ¢ 136,597

Total equity and liabilities e ’ . C | 2,921,737 - 2,858,200

T he éccounting policies and notes on pages 19 to 54 fdrm an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 March 2023 and were signed
. on its behalf by: :

Digitény signed by:

D@uglas cLow

N/ CN = Douglas CLOW

ki @te 2023.03.31 18:02:
\56 z

G o

D A Clow
Director

: Company Registered Number: 00088695
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Statement of cash flows for the year ended 31 December 2022 .

v 2022 2021
. Note £'000 £'000
Cash flows from operati_ng activities - -
 (Loss)/Profit before tax (219) © 5614
Adjustments for:
— Interest receivable (7,115) (3,349)
— Interest payable 48 . 39
— Dividends receivable (14,043) (12,137)
— Amortisation 27 59
Net fair value losses/(gains} on financial assets | 245,484 (209,360)
A Changes in operating_ assets and liabilities
Net (increase)/decrease in reinsurance assets (4,075) 4,615
Net (increase)/decrease in receivables (1,134) 4,478
Net decrease in equity §ecurities 47,751 - 25,383
Net (increase) in collective investment schemes (367,486) (324,399) -
Net decrease in debt securities 24,033 1,541
Net decrease/(increase}) in derivative financial instruments 213 (45)
Net (decrease)/increase in investment contract liabilities (71,292) 87,834
Net increase in insurance provisions B 130,124 437,088
Net increase/(decrease) in operating liabilities 13,102 (8,794)
~ Net decrease in other provisions (59) (244)
Cash (used in)/generated in operations (4,641) 8,323
Interest received on i‘nvestménts : 9,905 6,678
Dividends received on investments 14,098 12,123
Interest paid ) (48) (39)
Income taxes received/(paid) 1,601 (2,713)
- Net cash generated from operating activities 20,915 24,372
Cash flows from financing activities -
Dividend paid - {8,000) (10,000)
Net cash outflow from financing activities (8,000) (10,000)
Net increase in cash and cash equiilalents 12,915 ‘ 14,372
Cash and cash equivalents brought fdrward ’ 17 141,231 126,859
" Cash and cash equivalents carried forward' 17 154,146 '

141,231

The Company classifies the net acquisition of financial assets -as operating cash flows, as these are
funded from the net cash flows associated with insurance and investment contracts.

The accounting policies and-notes on pages 19 to 54 form an integral part of these financial statements.
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Staterﬁent of changes in equity for the year ended 31 December 2022

Called up share Retained - Total equity

" capital - earnings .

B £'000 © £'000 . £'000
Year Ended 31 December 2022 : - ' E
1 January 2022 - - 94,375 42,222 136,597
Loss for the year . L - (196) (196)
Total bomprehensive income for the year - : (196) © 7 (196)
Tranéactions with the owners of the Company recognised directly )

in equity: ~ - . - : ‘

Dividends to shareholder : : .- ) (8,000) © (8,000) .
31 December2022 - _ . 94375 34,026 . 128,401

Called up share Retained earnings Total equity

capital . .

) £'000 £'000 £'000
Year Ended 31 December 2021 _ : ' S '
1 January 2021 ) s 94,375 46,558 140,933

© Profit for the year ' ' ' - 5664 ' - 5664

Total comprehghsive income for the year . - . 5,664 5,664
Transactions with the owners of the Company recognised directly .

in equity: . : v . )
Dividends to shareholder . . ' - (10,000) . (10,000).
31 December 2021 ' ’ g o 94,375 - 42,222 136,597

The accounting policies and notes on pages. 19 to 54 form an integral part of these ﬁnahcial statements.

Total shareholders’ equity‘is‘wholly attributable to equity shareholders:
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Notes on the Financial Statements

1

Basis of preparation

(@)

(b)

(€)

IFRS 17 ‘Insurance contracts’

Compliance with International Financial Reporting Standards

The financial etatements of the Company.have been prepared in accordance with UK-adopted '
International Accounting Standards (IASs) and with the requirements of the Compames Act 2006 as
applicable to companies reporting under those standards. .

There were no unendorsed standards effective for the year ended 31 December‘ 2022 affect.ing these -
financial statements and the Company’s application of IASs result in no differences between IASs.

‘Standards adopted during the year ended 31 December 2022

During 2022, the Company has not adopted any standards and there have been no amendments to
standards which have affected the financial statements of the-Company.

Future accounting developments

Minor amendments to IASs:

The IASB has not publlshed any minor amendments to IASs which are effective from 1 January 2022
that are applicable to the Company

New Standards:

There are no new IASs publnshed by the IASB which are effective from_ 1 January 2022 that are
expected to have an impact on the financial statements of the Company ‘

Standards and amendm_ents issued by the IASB:

~

IFRS 17 ‘Insurance Contracts’ will be effective from 1 January 2023, with comparativés restated from

1 January 2022. The standard sets out the requirements that an entity should apply in accounting for

insurance contracts it issues and reinsurance contracts it holds, and applies retrospectively. The:

company is at an advanced stage in the implementation of IFRS 17 with accounting policies, data and
models in place and dress rehearsal estimate runs of selected comparative dates having been
progressed.

We have the following expectations as to the impact compared with our current accounting policies for

insurance contracts, which is set out in policy 2(b), (c)-and (k) on page 22 — 28:

e IFRS 17 requires increased use of current market values in the measurement of insurance
liabilities. Changes in market conditions for certain products measured under the general
measurement approach are immediately recognised in profit or loss, while changes in market
.conditions for other products measured under the variable fee approach are mcluded in the
measurement of the contractual. service margin (CSM).

e In accordance with IFRS 17, directly attributable costs will be mcorporated in the CSM and

- recognised in the results of insurance services as a reduction in reported revenue, as profit'is -
recognised over the duration of insurance contracts.

» All of these impacts will be subject to deferred tax.

No quantitative disclosure of the estimated opening balance sheet as at 1 J'anUary 2022 is disclosed in

.the annual report and accounts, as the dress rehearsal runs were performed to HSBC Group reporting

materiality level, which is much higher than the company'’s local statutory materiality, and included a

-number of known limitations, simplifications, system defects and errors which are in the process of

being resolved for the purposes of the Company's financial reporting.

Presentation of information -

The functional currency of the Company is Sterlmg which is also the presentation currency of the
financial statements. -

The financial statements of the Company have been prepared in accordance with the Companies Act
2006 as applicable to companies using UKfadopted‘IASsﬁ The principal accounting policies applied in
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Notes on the Financial Statements (continued)

€

the preparation of these financial statements have been cons:stently applied to all of the years
presented, unIess otherwise stated. o

The Company is exempt from the requirement to prepare group financial statements by virtue of
section 400 of the Companies Act 2006. The financial statements present mformation about the
Company as an individual undertaking :

Going concern

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

.—  Current capital requirements and resources;

- Projected.capital requirements and solvency ratios;

— ° Future projections of profitability;

- Cashflow projections; -
—  Current and forward Iooklng liquidity adequacy, |nc|ud|ng scenario analyses and

= Consnderations of the on-going impacts on the Company from Covrd 19..

: General mformatlon

HSBC Life (UK) Limited is a company domicned and incorporated in England and Wales

2 Summary of significant accounting policies

(@)

Financial Instruments

Financial instruments’ cover a Wlde range of fnanmal assets including financial investments, other N

. recelvables cash and cash equuvalents and financial Iiabilities including investment contract liabilities,

and trade payables.
Classn'catlon and measurement of financial assets and ﬁnanual Iiabilities

A financial asset is initially measured at fair value plus, for an item not at fair value through profit and '
loss (‘FVTPL), transaction costs directly attributable to its acquisition. :

A financial -asset is classified, on initial recognition, as measured at: amortised cost; FVOCI-debt

instrument; FVOCI-equity investment; or FVTPL. The classification of financial assets depends on;
- the purpose for which they were acquired; '
- the business model in which the fmancral asset is managed, and ]

- its contractual cash flow. charactenstics This classmcation determines the- subsequent
measurement basis.

Business model

The Company manages its financial instruments on a fair value basis: The Company manages the
businéss and makes business decisions on an economic capital basis. This is ‘determined on. a
Solvency Il basis which requires assets and liabilities to be valued at fair value (best estimate liabilities
for technical prowsrons) :

The performance of the assets is evaluated and reported to management ona fair value basis. The
economic . capital balance sheet and the investment returns (fair value movements and interest) are.
reported to management and evaluated at governance meetings (Assets and Liabilities Management
Committee “ALCO", Risk and Audit Committee -and Technical Governance Committee) on a fair value
basis. .
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Fmancral instruments (contlnued) A
-~ Financial investments are measured at fair value through profit and loss.
- Derivative financial mstruments

- Receivables. These are non- denvatlve fmanaal assets wrth flxed or determinable payments that.
~are not quoted in an active market.

All financial assets classified at fair value through proﬂt or loss are managed, and theur performance
" evaluated, on a fair-value basis. .

Purchases and sales of financial assets are recognised on the trade date, which is when the Company
commits to purchase or sell the assets. Other financial assets are de-recognised when contractual
rights to receive cash flows from the investments expire, or when the investments, together with
substantially all the risks and rewards of ownership, have been transferred.

" Financial assets (including derivative liabilities) are initially measured at fair value. After initial
recognition, the Company measures financial assets (and derivative liabilities) classified at fair value-
through profit or loss at fair value, without any deduction for transaction costs it may incur on disposal.
The fair:value of quoted investments are their quoted bid prices at the statement of financial posntlon
date. Certain flnancral assets are valued usrng a valuation technique:

- Derlvatlve instruments valued at market prices; -

—~ Unlisted debt securities relate to_short term mstruments and are valued by reference to the yields
on the instruments (see note 14),

Realised gains and losses, and unrealised gains and losses arising from changes in the fair value of
financial assets at fair value through profit or loss, are included in the income statement in the period

- - in which they arise. Net fair value gains/losses on financial instruments classified at fair value through
profit or loss are reported in the income statement as fi nancial income mclusrve of interest recelved
and receivable from debt securities. -

D|V|dends from equities: and collectlve investments are included in fi nancual income on the date that'
the securities are quoted ex dividend.

Interest income represents interest calculated on an effective interest basis.
_ Determination of faur value

Al financial instruments are recognlsed |n|t|ally at fair value, except for recelvables that are recognised
initially at fair value plus directly attributable transaction costs. In the normal course of business, the

~ fair value of a financial instrument on initial recognition is the transaction price (that is, the fair value of .
the consideration glven or received).

Subséquent to initial recognltlon, the fair values of financial instruments measured at fair value that are
quoted in active markets are based on bid prices for assets held and offer prices for liabilities issued.
When independent prices are not available, fair values are determined by using valuation techniques
'which refer to observable market data. These include comparison to similar instruments where market
observable prices exist, discounted cash flow analysis and other valuatlon techniques commonly used
by market participants.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents include highly liquid
investments that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of change in value. Such investments are normally those with less than three months
“maturity from the date of ‘acquisition, and include cash.

Cash and cash equivalents comprise cash balances and short term deposrts all of which are classrfled
. as FVTPL.
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Trade payables and receivables

' Due to the short term nature of trade payables and recelvables their carryrng amount is con5|dered to

be the same ‘as their fair value

" Finandial liabilities .

The Company also- determines classification of fi nancral liabilities as FVTPL as’ per the business
model. For investment contracts please refer to note 2-(c)(iv).

Imparrment of financial assets

“An expected credit loss (‘ECL’) impairment model applies to financial assets measured at amortised

cost, contract assets and debt investments at FVOCI, but not to investment in equity instruments. The’
Company’s businéss model is a fair value business model and therefore there is no impairment impact
on financial mvestments and derivatives, as both are at FVTPL.

Receivables are credlt |mpa|red when there is observable data that the foIIowrng events have taken

" place:
-—  Significant financial difficulty of the mtermedlary, e.g. known cashflow dlfflcultles experienced by

the intermediary, or deterioration. in the financial condrtlon or outlook of the borrower such that its
ability to repay-is considered doubtful :

- A breach of contract, such as. a default or past due event e.g, contractual payments of either
pnncrpal or mterest being past due for more than 90 days;

- It is becomlng probable that the intermediary will. enter bankruptcy or other financial
reorganisation; ‘

-~ A concession granted to the -intermediary- for economic or legal reasons relating to the
intermediary’s financial difficulty that HSBC would not otherwise consider, e.g. forgiveness or
postponement of principal, interest or fees, where the concession is not msrgnrf icant.

In such circumstances. the credit impairment Ioss will be recognlsed in the Statement of proflt or loss.

Classification of contracts

Contracts, under which the Company accepts significant insurance risk from™ another party (the
policyholder) by agreeing to compensate the policyholder if a specified uncertain future event (the
insured event) adversely affects the policyholder, are classified as insurance contracts. As a general
guideline the Company defines as significant insurance risk the possibility of having to pay benefits on
the occurrence of an insured event that are at least 10% more than the benefits payable if the insured
event did not occur. Insurance risk is risk other than financial risk. Financial risk is the risk of a
possible future change in one or more of a specified interest rate, security price, commodity price,
foreign exchange rate, index or prices or rates, a credit rating or credit index or other variable, .
provided in the case of a non-financial variable that the variable is not specific to a party to the
contract. Insurance contracts may also transfer some financial risk.

Contracts under which the transfer of insurance risk to the Company from the pollcyholder is not
significant are classified as investment contracts.

Recognition and measurement of contracts

(i} Long-term insurance contracts with fixed and guaranteed benefits

These contracts insure events associated with human life (for example death or survival) over a long ‘

duration. Premiums are recognised as revenue when they become ‘payable by the contract holder..

Claims are recorded as an expense on the basis of notifications recelved up to the statement of
financial posrtlon date. .

A liability for contract benefits that are- expected to be mcurred in the future is recorded when the .
premiums are recognlsed The liability is computed using a gross premium valuation method. The
liability is determined as the sum-of the expected discounted values of the benefit payments and the
future administration expenses that are directly related to the contract, less the expected discounted
value of the future premiums based on the valuation assumptrons used. The liability is based on Iatest
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assumptions as to mortality, lapses, maintenance expenses and investment income, including an
appropriate margin for prudence. For certain contracts, the calculated liability is subject to a minimum
of the surrender value payable under the policy.

. Under the calculation described” above, it is possible for an individual contract to have negative
- statutory reserves (i.e. to be valued as an asset). However, this is subject to an overall limit that
negative statutory reserves be ellmlnated at product group level.

(i) Long-term insurance contracts W|thout fixed benefits — unit-linked

" These are savings contracts that also insure human life events (for example death or survival) over a
long duration. Units are allocated to the policy, based on the premiums paid, and the value of the units
form the basis for determining the amount payable on an insured event. The value of units is
determined daily based on the current value of the assets held within each unit-linked fund. The unit
liability is the current surrender value of all units allocated to policyholders before any surrender
penalties.

Premiums are recognised as revenue when the corresponding unit liability is established. An explicit
unit charge may be made for the cost of providing the insured benefit. Death and critical illness claims,
where applicable, that give rise to a liability in excess of any value assigned to policyholder units are
recorded on the basis of notifications received up to the statement of financial position date. Other
claims and surrenders are recorded at the point when the corresponding unit liability is reduced.

in-addition to the unit liability, a further non-unit liability (sterling reserves) may be held in respect of
additional mortality exposure in excess of unit value and any expense risks. This liability is-calculated
using the same method as detailed above for contracts with fixed and guaranteed benefits.

(iii) Reinsurance

The Company cedes reinsurance in the normal course of business for the purpose of limiting its net
loss potential. Reinsurance arrangements do not reheve the Company from |ts direct obligations to its
policyholders.

Premiums ceded and benefits reimbursed are presented in the income statement and statement of
financial posmon on a gross basis.

Only contracts that give rise to a significant transfer of insurance risk are accounted for as insurance.
. Amounts recoverable under such contracts are recognised in the same time as the related claim.
Contracts that do not transfer significant insurance risk are accounted for as a financial asset.

The benefits to which the Company is entitled under its reinsurance contracts held are recognised as
reinsurance assets. These assets consist of short-term balances due from reinsurers (classified within
‘other receivables’), as well as longer term receivables (classnfled as ‘reinsurance assets’) that are
dependent on expected claims and benefits arising under the related reinsured insurance contracts.
Amounts recoverable from or due to reinsurers are measured consistently with the amounts
associated with the reinsured insurance contracts and in accordance with the terms of each
reinsurance contract. Reinsurance liabilities (included within ‘insurance and other payables and
deferred income’) are prlmarlly premiums payable for reinsurance contracts WhICh are recognised as
an expense when due. : :

(iv) Investment contracts

Amounts collected on investment contracts, which primarily involve the transfer of financial risk, are
accounted for using deposit accounting, under which the amounts collected are’ credited directly to the
statement of financial position, as an adjustment to the investment contract liability to the policyholder, -
and payments to policyholders are debited against the statement of financial position liability.

‘All investment contracts issued include the provision of investment management services. These .
services are accounted for in accordance with IFRS 15 Revenue from contracts with customers where
the revenue associated with the service component is recognised by reference to the stage of
completion of the transaction. The Company recognises annual management fees, based on the
policyholder's account value, when due. Any front-end fees deducted from premiums received, prior. to
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®

allocation of units to the policy, are spread over the expected period of the contract, based on the
latest assumptions.

Liability measurement

- Liabilities in relation to unit-linked investment contracts are classified under IFRS 9 requirements as at

fair value through profit or loss. The financial liability is measured using a valuation technique, based
on the carrying value of the assets and liabilities that are held to back the contract, adjusted to take
account of the effect on the liabilities of the dlscountmg for the time value of tax payments on assets |
sold in the fund. :

These liabilities are classmed as fair value through profit and loss as this group of liabilities, together

~with the related unit-linked assets, are managed, and their performance evaluated, on a fair value i

basis.
Revenue

Revenuée comprises insurance contract premiums, fees and commission income and financial income.
Flnanmal income is detailed above in note 2 (a) Financial instruments.

The accounting policy in relatlon to revenue from insurance contracts is disclosed in note 2(c).
Fee and -commission income

Fees and commission income includes fees on investment management services contracts that are

" recognised as the services are provided and that it is highly improbable that these will be reversed.

Fees and commissions that do not require the Company to render further services are recognised as
other income by the Company when they become receivable. :

Expenses

Commissions payable on the sales of insurance products are recognised in the income statement in
the periods in which the commission amounts are payable. For single premium products, commission
is payable at the commencement of the policy. For regular premium products, commission is payable

_over a period of, typically, two to four years, depending on the term of the policy. Digital protecnon

business commission is pnmanly indemnity commission, WhICh is payable up front.

Commissions payable on the sales of investment products are capitalised and amortised as the
related revenue is recognised. ’ .

Initial commission and renewal commission is payable on the sale of HLP products when the policy is
underwritten. In the event that the policy lapses, the commission is. recovered from the intermediary.

, Credit impairment losses will be recognised on commission refunds receivables that are credit-

impaired (refer to Note 2(a) Impai'rment of financial assets, above)."

Income Tax
Income tax comprises current and deferred tax and is recognised in the income statement.

Current tax is the tax expected to be payable on the taxable profit for the year, calculated using tax
rates enacted or substantively enacted by the end of the reporting period and any adjustment to tax
payable in respect of previous years. Current tax assets and liabilities are offset when the Company

intends to settle on a net basis and the legal right to offset exists.

Deferred tax is recognised on temporary dlfferences between the carrymg amounts of assets and
liabilities in the statement of financial position and the amounts attributed to such assets and liabilities
for tax purposes. Deferred tax liabilities are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is probable that future taxable profits will be
available against which deductible temporary differences can be utilised.

Deferred tax is calculated using the tax rates expected to-apply in the periods in which the assets will
be realised or the liabilities settled, based on tax rates and laws enacted, or substantively enacted, by
the end of the reporting period. Deferred tax assets and liabilities are offset when they arise in the
same tax reporting group and relate to income taxes levied by the same taxation authority, and when
the Company has a legal right to offset.
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(h)

- Foreign currencies

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

Monetary assets and. liabilities denominated in foreign currencies are translated into the functlonal
currency -at the rate of exchange ruling at the end. of the reporting period. Any resulting exchange
differences are included in the statement of comprehensive_ income.

Non-monetary assets and liabilities that are measured at historical 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 liabilities measured at fair value in a foreign currency are translated into the

functional currency using the rate- of exchange at the date the fair value was determined. Any
exchange component of a gain or loss on a non-monetary item is recognlsed in other comprehensive
income if the gain or loss on the non-monetary item is recognised in other comprehensive income. Any
exchange component of a gain or loss on a non-monetary item is recognised in the statement of
comprehensive income if the gain or Ioss on the non-monetary item is recognised in the statement of -

comprehenswe Income.

Translation differences on items measured at fair value, such. as equities held at fair value through
profit or loss, are reported as part of the fair value gain or loss.

Contractual rights and deferred acquisition costs
Deferred acquisition costs insurance contracts

For unit-linked and non- -linked insurance business, the deferral of acqursrtlon costs is implicit through
the use of the gross premium valuation method. The deferral of costs is included in the insurance
contract prowsrons and there is no explicit deferred acquisition cost.

Contractual rights — investmerit contracts

Incremental costs that are’incurred in acquiring investment management service rights are capitalised
as an asset, representing the right to benefit from providing investment management services; and
amortised as the related revenue'is recognised. These assets are reviewed regularly to. determine if
they-are recoverable from future cash flows on the associated contracts. Those that are not deemed to
be recoverable are charged to income. The test for recoverability is performed ata portfollo level, on
portfollos of relatively homogeneous contracts. -

Amortisation

Amortisation is recognised in the statement of comprehensive income on a straight-line basis over.the
estimated useful life of the contracts. The amortisation pattern and ‘duration are reviewed.annually for
each .contract group, based on the latest estimates, and any adjustments taken to the statement of
comprehenswe income in the current perlod

.Prowswns

A provision is recognised in the statement of financial position when the Company has a present legal '

or constructive obligation as a result of a past event, and-it is probable that an outflow of economic
benefits will be required to settle the obligation. Where appropriate, provrsnons are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessments
of the time value of money.and the risks specific to the liability.

Share capital

Shares are classified as equrty when there is no contractual obligation to transfer cash or other

“financial - assets. Incremental costs dlrectly attributable to the issue of equlty mstruments are
e recognlsed in equity asadeductlon from proceeds, net of tax.

Dividends payable in relation to equity shares are recogmsed as follows; flnal dividend payments are'
reflected in the financial statements in the perlod m which they are declared and interim: leldends in .
the period they are paid.
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Use of Judgments and estnmates

When preparing the financial statements, |t is the Directors’ responsibility to select suntable accountlng
policies and to make judgements and estlmates that are reasonable and prudent.

The Company makes estlmates and- assumptions concerning the future that have a significant risk of -
causing a material adjustment to the reported amounts of assets and liabilities within the next financial
year. Estimates and assumptions are continually evaluated and based on prudent assessments of
historical experience and other factors, including expectatlons of future events that are believed to be

~ reasonable under the cwcumstances

Policyholder claims and beneflts

The estimation of future benefit payments and premiums arising from long-term insurance contracts is
the Company’s most critical accounting estimate. The determination of the liabilities under long-term
insurance contracts is dependent on estimates made by the Company.

Estimates are made as to the expected number of deaths for each of the years in which the Company
is exposed to risk. The Company bases these estimates on standard industry and national mortality
tables that reflect recent historical -mortality experience, adjusted where appropriate to reflect the
Company's own experience. The estimated number of deaths determines the total value of these

benefit payments. The main source of uncertainty is that epidemics such as Covid-19, AIDS, influenza

pandemics and wide-ranging: lifestyle changes, such as in eating, smoking and exercise habits, could -
result in future mortality being significantly worse than in the past for the age groups in which the-
Company has significant exposure to mortality risk. .

" Estimates are also made as to the expected number of critical illness cIalms for each of the years in. -
‘which the Company is exposed to risk. The Company bases these estimates on reinsurer rates,

adjusted where appropriate to reflect the Company s own experience. The estimated number of claims

‘determines the total value of these benefit payments. The main source 'of uncertainty is that medical -
. advancements and wide scale public health screening programmes could lead to a significant increase

in the early diagnosis and treatment of the diseases covered in the poltcy conditions.

Estimates are also made as to the cost of income protection claims for each of the years in which the
Company is exposed to risk. This requires two main assumptions — the number of new claims
(inceptions) and the termination rate (effectively determining the length of the claim). This is based on
a combination of reinsurer rates and industry experience, adjusted where appropriate to. reflect the
Company’s own experience. The estimated claims cost determines the total value of these benefit

* payments. The main source of uncertainty is that a downturn in the -economy can increase inception .

rates. Termination rates are heavily influenced by the cause of claims with mental health claims being

.a particular area of uncertainty. The quality of the claims management is also a key determinant in

termination expenence The Company.uses an external claims management Company for. this
process. . .

Historically the Company has written a significant proportion of protection business where customers’
premiums are reviewable in line with experience.-For this business, judgement is required as to the
likely changes in future customer premiums based on current claims ‘experience. The policy of the

Company is to recognise expected future reductions but not to anticipate future increases in customer

‘premiums. In addition, a prudent allowance is made for future premlum reductions in excess of current-
. expenence

Estimates are made as to the future persustency of poI|C|es and the rates at whuch customers .
surrender or lapse their policies. The estimates are based on an analysis of past experience and vary .

. by product as well as the length of time the policy has been in effect. Estimates are also made on the
" level of future expenses needed to administer and maintain the business. The-Company bases these
- estimates on the current costs incurred by the Company and the current number of policies in force.

Estimates are also made as to future investment inéotne arising_from the assets backing long-term

_insurance contracts. These estimates are based on current market returns as well as expectations

about future economic and financial developments. The average estimated rate of investment return is

-4.08% (2021: 1.08%) for any period for which the policy i is an asset and 2.72% (2021: 0.72%) for any

penod for’ WhICh the pollcy is a liability.
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‘Deferred tax asset

Unrecognised tax losses (Note 25, Deferred tax (assets)/liabilities), relating to historic tax losses, have
been assessed against the requirements for recognition and measurement in IAS 12. The conclusion -
- was that the recognition threshold was not met, due to the uncertainty surrounding future taxable
income (investment return and gains). Equity market volatility, due to macro-economic factors, such as
the significant interest rate increases, rise in inflation and. the conflict in Ukraine,” had a material
negative impact on investment income during 2022, which increased the uncertamty around expected
future mvestment income. : .

The Company is subject to the UK’s taxation regime for life assurance companies which seeks to tax
-the policyholder profits, where appropriate, along with the shareholder (Company) profits. This is

known as the “I-E” regime (broadly any investment income plus gains on disposals of assets less -
~ expenses of management). : .

Under the I-E regime only Basic Life Assurance and General Annuity Business ("BLAGAB") products,
are subject to tax on an I-E basis. Where there are more expenses than investment return and gains, .
the Company is in @n XSE position and will naye XSE to carry forwa.rd.' : .

XSE is effectively a form of tax loss and therefore a deferred tax asset could potentially be recognised
for any XSE carried forward at the end of a reporting period.

3 Management of insurance and financial risk

The Company issues contracts that transfer insurance risk or financial risk or both. It also holds financial
instruments that transfer financial risk. This section summarises these risks and the way the Company
manages these rlsks ‘

Insurance risk

The insurance contracts sold by the Company offer a lump sum or monthly income payable ‘on death, on
diagnosis of certain specified critical illnesses, or in the event of the policyholder being unable to work
through long-term iliness, or.on a combination of these benefits. The amount of benefit payable may be-
fixed at the outset, increased at a fixed rate or with regard to a recognised index, or reduced over the
course of the contract. Alternatively, it may either be linked to the value of units allocated to the policy or.
based on the original premium paid. : .

‘Depending on the type of contract, the customer premiums may be expected to be level throughout the -
term of the contract or increased annually on the anniversary of the inception of the contract.

' For certain contracts, in the event of adverse experience, the Company may review the premium payable
by the customer. For other contracts, the customer premium is guaranteed throughout the term of the
contract irrespective of any variations in experience.

The risk under any. one insurance contract is the possibility that the insured event occurs, when it will
_occur and, in some cases, the uncertainty of the amount of the resulting claim. By the very nature of an
“individual insurance contract, this risk is random and therefore unpredictable. Experience shows that the

larger the portfolio of similar insurance contracts the smaller the relative vanablllty about the expected

outcome will be. : )

- The Company .man'ages‘ its insurance risk through strict‘undervvriting procedures (developed in conjunction
with reinsurers) and claims management. These procedures are regularly reviewed internally. and also by
the Company'’s reinsurers. In addition, the Company s Risk Management Meeting regularly monitors and

‘manages insurance risk issues.

-, The Company adopts rigorous approval procedures for new products and prlcmg reviews, close
monitoring and active management of reinsurance arrangements and monitoring of emerging issues.

. The Company’s -underwriting strategy is intended to ensure that the risks underwritten are diversified in
. terms of type of risk and the level of insured benefits. Medical selection is also included in the Company'’s
underwriting procedures, with premium varied to reflect the health condition and family medical history of
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the applicants. The Company.limit_s retention on individual l'ives for each type of insured benefit (e.g. life
and critical iliness) by the use of proportional reinsurance. :

Historically, the Company has written a significant proportion of protection business where customers’
premiums are reviewable in line with experience. This represents approximately 21% (2021: 24%) of the
current in-force protection’ business.  The Company has obtained reinsurance on a. combination of ‘
reviewable and guaranteed terms for this business, and actively manages the risk of a mlsmatch between
the reinsurance and the commitment to customers ' :

" The Company also writes protection business where customer premiums are guaranteed. The Company
has obtained reinsurance on guaranteed terms in order to match the commitment to customers.

The spread of business is generally geographically diverse within the United Kingdom meaning-that the
Company is not exposed to-a significant concentration of insurance risk on individual policies. However,
the Company is exposed to a concentration of insurance risk on the protection benefits provided as part of.
the flexible benefits package offered to the UK employees of HSBC, of which the most material would be
in respect of a catastrophe at the UK headquarters of HSBC Bank. The concentration risk was considered
as part of the process of securing the business and approprlate relnsurance was put in place to ensure
that the risk exposure remained within the risk appetlte of the Company

‘The Company uses external reinsurance appropriately to reduce vanablllty of the Iosses incurred by the
- Company and has reinsurance contracts in place to mitigate a proportion 6f mortality and morbidity nsk In
- addition, reinsurance is used where it is judged to be economically advantageous to do so.

The Company S current reinsurance.treaties for the major new business lines are set out in the foIIowmg '
table.

Business Type A ' : Operating '_I'ype - Retention A T Risk Type
‘Mortality (Internal Term business) ~ Proportional | 15% ) " - Risk rates
-Mor.b‘idity (Internal Cr_itical illness) |- Proportional - 20% | Riskrates
Morbidity (Income protection) o Prdportional 40% . Risk rates _'
'Morta.lity (External Term business) Proportional . 5% | Risk rates
Morbidity (External Critical illness) . - -_Proportional‘ ‘ 20% ' Risk rates
Group Term business . » , Pr‘oportional‘ 1A‘0% : Level'Rate + Risk .
- o rates

Group Income Protection " Proportional ' 0% Level Rate

Similar proportional arrangements apply to eX|st|ng business. The Company makes use of reinsurance to :
reduce capital requrrements where it is available on good economic terms. :

Financial risk

The Company is exposed to financial risk through its financial assets, financial liabilities, reinsurance :
assets and insurance liabilities. The key financial risk is that the proceeds from. its financial assets are not
sufficient to fund the oblrgatlons arising from its insurance and. investment contracts.. The most |mportant
components of this financial risk are market risk, credit risk and liquidity fisk. ‘

Assetlllablllty matchlng

The Company aims to manage |ts assets usung an approach that balances quality, diversification,
- asset/liability matching, llqwdlty and investment return, while operating within a defined risk appetite. The
Company’s senior management reviews. and approves the investment strategy on a periodic basis,
establishes investment guidelines and limits, and provides oversrght of the asset/hablllty management
process. : :

For unit-linked insurance and investment contracts, the unit liability to pohcyholders is determlned by the
value of the assets in-the unit-linked portfollos There is therefore no direct net equrty price, currency,
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interest rate or credit risk exposure to the .Company for these contracts as the risks are borne by the
policyholders. However, indirect exposure to equities and interest rates arises though the customer
charges as explained further below.

The following table analyées the Company’s assets and liabilities between the main insurance and
investment contract types:

At 31 December 2022 ) ’ Insurance Insurance . Investment Other . Total
: i ' contracts contracts contracts
) Non-linked Unit-linked Unit-linked .
. : £'000 £'000 £'000 £'000 £'000
Assets
Contractual rights — Investment contracts - ' - - 422 422
Financial assets: . ) )
- Equities and collectives 65,352 1,701,093 784,923 55,119 2,606,487
~ Debt securities - - - 52,326 52,326
— Derivatives - - - - . -
Reinsurance assets 91,030 - - - 91,030
Cash and cash equivalents ' ) 41,493 82,671 10,338 19,644 154,146
Receivables, prepayments, accrued income, 14,997 344 605 1,380 . 17,326
income tax receivable and deferred tax L ' )
Total assets . , 212,872 1,784,108 795,866 128,891 2,921,737
Liabilities .
Insurance contract provisions 179,582 1,776,806 - - 1,956,388
Financial liabilities g . - - 789,148 - 789,148
Other provisions and liabilities - 33,290 - 7,302 6,718 490 47,800
Total liabilites . i 212,872 1,784,108 795,866 : 490 2,793,336
At 31 December 2021 - . Insurance Insurance _  Investment Other ' Total
contracts contracts contracts
Non-linked Unit-linked . Unit-linked
£'000 " £'000 £'000 £'000 : £'000
Assets
Contractual rights — investment contracts - - i - 449 449
Financial assets: ’ . ) -
~ Equities and coliectives . T 72,613 1,578,438 ~ -857,319 17,789 2,526,159
— Debt securities - Le - 85,530 85,530 .
- Derivatives - 179 .13 - 192
Reinsurance assets . ’ . 86,955 - - - 86,955
Cash and cash equivalents 53,167 50,435 6,949 30,680 141,231
Receivables, prepayments, accrued income 13,430 - 715 ' 642 2,897 17,684
and income tax receivable .
Total assets 226,165 1,629,767 864,923 © 137,345 . 2,858,200
Liabilities . . : )
Insurance contract provisions 201,679 1,624,583 - . - - 1,826,262
Financial liabilities ) ) - - - 860,440 - 860,440 .
Other provisions and liabilities - 24,486 5,184 4,483 748 34,901 -

Total liabilities . 226,165 1,629,767 ' 864,923 748 2,721,603

The ‘Other’ column relates to balances attributable to shareholder’s equity.
Market risk ‘

Market risk is the risk of change in fair value of a financial instrument due to changes in interest rates,
“equity prices or foreign currency exchange rates. Equity and foreign exchange exposure is substantially all
contained within the unit-linked funds and the risk is borne by the policyholders. However, the income for
the Company from the unit-linked funds is derived fromthe annual management charges which are a fixed
percentage of the fund value. The Company also receives income on certain products in respect of tax
deductions for investment income and gains that are taxable for the Company. This income therefore
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varies with the mvestment performance of the funds. Therefore the charges made are dependent on the
level of the fund. .

The ‘other’ investment portfolio contains small holdings of units in the unit-linked funds, relating to the.
operatlon of small box holdings of unallocated units, which generates .some equity exposure. These-

- holdings are kept to a'minimum and managed against agreed limits. The main holdings within the ‘other’
portfolio, classified within ‘Equities and collectives’, are in collectives that hold debt securities and short
term money market instruments and ‘Debt securities’ which are government securities and corporate
bonds. The sensitivities to changes in equity prices are dlsclosed in note 21.

Interest rate risk

The Company’s net exposure to market risk from changes in interest rates arises from its non-linked and
‘other’ investment portfolios.as well as from its liabilities. Interest rates also impact the fund values where
customer funds have bond exposure and so the comments above relating to equity also apply here. The
Company operates investment guidelines for its non-linked assets, which include setting out the matching
policy of the Company. The investment strategy is approved by the Board following review and
recommendation by the Risk and Audit Committee (RAC) which is a formal sub-committee of the Board,
and also by the HSBC Group Insurance Function. Compliance with guidelines is momtored and exposures
~ and breaches are reported to the Asset and Liability Management Committee.

. Management monltor the Companys sensrtrvrty to interest rate movements by consrdenng the profit
impact in stressed scenarios. The sensitivities to changes in interest rates are disclosed in note 21.

Credit risk

The Company has et(posure to credit risk on financial assets; this is the risk that a counterparty will be
unable to pay the amounts due in full when they arise. Where the exposure relates to assets held wrthln :
the Company’s unit-linked funds, the credit risk is borne by the policyholders.

The main areas where the Company has an exposure to credit rrsk (le excluding the unlt-lmked
exposure) are: .

© — the.default risk of a reinsurer currently used by the' Company;,
— the default risk of debt instruments held within coliective investment sc_hem'e holdings;
'~ the default risk of debt securities held by the Company;
- the default risk of HSBC Bank plc in respect of the Company s deposit holdlngs and

— the default risk of non-clawback of mdemnrty commission. from intermediaries in the event that
polrcres lapse. . :

The Company operates |nvestment guidelines for its non-linked assets which set out the permitted assets
that may be held and any limits to be applied. Limits ‘on exposure to a single counterparty are set by
reference to the credit rating of the counterparty. The investment guidelines are set out in the Investment
Policy Document which is approved by the Asset and Liability Management Committee. Compliance with
guidelines is monitored and exposures and breaches are reported to the Asset and Liability Management
Committee.

Within the Company’s unit-linked funds, the- credit risk is borne by the policyholders and not 'the
shareholders The fund managers operate within agreed mvestment guidelines whrch specify the required
credit quality for fund investments.

Reinsurance is placed with counterparties that have undergone approprlate due diligence checks and
have been approved by the. HSBC Group Insurance Function. Exposures and breaches against internal
and regulatory limits-are monitored and reported to the Asset and Liability Management Committee. -

. Intermediaries undergo due diligence checks before onboarding and sales, lapses and clawback of
commission is monitored and reported to the Distribution Oversight Forum -and the Asset and Liability
Management Committee. ' '
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Credit exposure . » A .
The table below shows the maximum exposure to investment credit risk. No amounts are individually or
collectively impaired. Other than to its parent (see note 27), the only significant concentrations of credit risk

“are in relation to the Company’s reinsurers. Further information on exposures to reinsurers is set out in
note 21. : : :

. Unit-linked Other - - - Total

At 31 December 2022 ’ ,
£'000 : £'000 £'000°
Financial assets at fair value through profit or loss: . : ' :
~ Debt securities ° : - ) ' - ) 52,326 52,326
— Collective investment schemes . 2,481,875 120,471 2,602,346
- Derivative financial instruments : - - ' -
Reinsurance assets . . - 91,030 91,030
"'Receivables, prepayments and accrued income . - 949 : . 11,862 12,811
Cash and cash equivalents . _ 93,009 61,137 T 154,146
Income tax (payable)/recoverable : : - © . 1,205 . 1,205
Total not past due i ) - ) 2,575,833 . 338,031 2,913,864
Receivables and prepayments at fair value: _ . ) :
- Overdue up to 6 months ’ ’ - 2,875 2,875
— Overdue 7-12 months . o : ‘ - . 273 v 273
— Overdue over 12 months . - . 152 . 152
Total past due ‘ : - . 3300 . - ' 3,300
Total assets bearing credit risk : ‘2,575,833 341,331 2,917,164
At 31 December 2021 o . _Unit-linked " Other - Total
s £'000 . © £'000 ) £'000
Financial assets at fair value through profit or loss: i . )
- Debt securities - 85,530 85,530
- CoIIective'investment schemes ' 2,391 ,660 © 90,393 . 2,482,053
— Derivative financial instruments ’ ’ 192 . - 192
‘Reinsurance assets ' : . ) - ] 86,955 ’ ] 86,955
" Receivables, prepayments and accrued income - . : 1,058 ’ . 10,641 : 11,699
Cash and cash-equivalents i . 57,384 : 83,847 141,231
Income tax recoverable ' . 299 . 2,637 2,936
Total not past due . ' : 2,450,593 360,003 2,810,596
Receivables and prepayments at fair value:
— Overdue up to 6 months ' - A 2,644 ' 2,644
- Overdue 7-12 months . ‘ . s - 145 - . 145
. — Overdue over 12 months . . e : - . 260 260
Total past due : , ' - _ 3,049 3,049
Total assets bearing credit risk . o 2,450,593 363,052 2,813,645
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2022 . : 2021

£000 £'000

AAA ’ ‘ - . o 69,419 - 92,731
AA : 110,196 - 108,284,
A : : 4 . 91,920 - © 140,239
BBB - C A 14,463 18,659
Not rated : ’ . 1,872 3,139
o } ) 287,870 363,052
Unit-linked .o _ : . 02,629,294 2,450,593

Total assets bearing credit risk _ 2,917,164 . 2,813,645

The assets above are analysed in the table above using Standard & Poor’s (S&P) ratlng (or equwalent
~ when not available from S&P) :

Liquidity risk

The Company has to meet dally calls on its cash resources, notably from claims arlsmg on its insurance
and investment contracts There is therefore a risk that cash will not be available to settle liabilities when
due ' :

The Company s policy for managing this risk is to ensure that all investment securities held within the non- -

"linked funds are capable of meeting the Prudential Regulation Authority’s (PRA’s) definition of ‘readily
realisable’ to the extent that they are capable of being realised for a value- equrvalent to at Ieast 97 5% of
their current market value within a period of seven days. .

The Company also holds a sufficient level of cash balances at all times, such that normal operational cash-

flows can be met without the sale of investments. Contingency arrangements are also available to the-

Company to ensure that short-term liquidity can be maintained in any extreme or unforeseen
_ circumstances. '

For the unit-linked fbnds, there is a risk that significant policyholder outflows could exceed the short-term
liquidity within the funds. The Company has the power to defer settiement to policyholders in certain
circumstances by between one and six months, depending on the fund.

Short-term hqwduty management is undertaken on a daily basis. Longer-term liquidity risk is managed on
an ongoing basis through the regular review of the investment portfolio to align the maturity profile with
that of the projected contract liabilities.

The Company has-developed a liquidity contingency plan which formaIIy sets out how the Company will
monitor potential Ilquudlty issues and the actions that will be taken in certain situations.

Cashflow analysis, to assess Company’s Ilqwdlty adequacy, was performed and the outcome was that the
Company is expected to have suffrment llqwd funds over the next five years.

* The approach adopted by management 1o assess liquidity risk is based on consrderatron of the lmpact of a
number of stress tests on short-term and medium-term cash flows.

The assumptions in the base scenario are then stressed in a number of‘scenarios to determine whether -
sufficient liquidity can be generated and at what cost. Any potential issues are then addressed.

The following table summarises the maturity profile of the financial liabilities of the Company based on
remaining contractual obhgatlons (please refer to note 21 for the matunty proflle of insurance contract
_ liabilities). '
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" Contractual cash flows (undiscounted)

At'31 Decembe’r'2022- . 0-1yrs 1-5yrs 5-15 yrs >15yrs  Unit linked Total
: £'000 £'000 £'000 £'000 £'000 £'000

Financial liabilities: : o ‘ .
= Investment contracts - - : - .- 789,148 = 789,148
Insurance and other payables - 33,237 - ) - - 14,020 47,257
Total . 33,237 - - 803,168 836,405

o ‘ Contractual cash flows (undiscounted) ‘ 4
At 31 December 2021 -0-1 yrs 1-5 yrs 5-15 yrs ' >15yrs  Unit linked . Total
£'000 ~ £'000 £'000 £'000 £000 £000 -

Financial liabilities: : ' : ‘ ‘ .
~ Investment contracts - ’ - - - 860,440 860,440
Insurance and other payables . . 24,469 . - - . - 9,667 34,136

Total 24469 . - - - 870,107 894,576

All liability cash flows for unit-linked contracts are considered to be payable on demand.

Operatlonal and model nsk

Operational risk is the risk of loss arising from madequate or failed internal processes, people and
systems; or from external events. The Company manages its exposure to operational risk through the
identification, categorisation and evaluation of individual risks and by maintaining appropriate control
processes to mitigate those risks. Th|s is managed through the Company’s Risk Management Meeting.

Model risk is one element of operational risk that the Company is exposed to. Model risk is the risk of loss

arising from a financial model used to measure risks or value transactions, not working in the way it was

designed to. The Company uses models for liability valuation, product pricing and capital management. It

manages model risk. through establishing and maintaining appropriate systems of internal controls

governing the development, usage and change control of the models. This includes independent reviews
- of the models where approprlate

Capital management .
The key objectives of the Company’s capital management policy is to:

«  enable the Company to write new business, that is, to meet the development costs of new contracts
and the capltal requirements from wrmng new business;

+ to ensure solvency, without the need for capital injection, on an ongoing basis withstanding ordinary
volatility in economic and non-economic experience, and in the event of mild stress scenarios; and

«  protect against regulatory intervention.

The optimum level of eapital buffer -ensures that a capital injection is not required over the planning time
‘horizon with an acceptable confidence level to the Company's parent and excess capital is not sitting with
the Company reducing return on capital to the shareholders.

- The Company is requured to hold regulatory capntal in compllance with the ruIes |ssued by the Prudential
Regulation Authority (PRA). Solvency Il, the Europe-wide prudential regulation framework, came into force
on 1 January 2016. In terms of Solvency Il, Pillar 1, the Company’s solvency capital requirement (SCR) is
determined on a standard formula basis plus a voluntary capital add-on. Solvency II, Pillar 2, requires the
Company to do its own assessment of the capital required-for current and future risks. The Company will
then hold the maximum of the regulatory capital (SCR) and its own capital assessment.

The target capital level is 130% of the Compahy‘s assessment of the. capital required, with a minimum -

absolute target buffer of £50m. Where the actual capital exceeds the target level, a dividend should be 8

paid to bring the solvency margin down to the target level. Other considerations such as Inqwdlty projected
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new business sales, distributable reserves and reinsurance exposure are all consrdered when determrnrng o

what dlvrdends can be paid.

The risk appetite is that the solvency margin should remain above 120% of the Company's assessment of
the capital required with a minimum buffer of £35m. This is based ona1 |n 10 year event.

‘ The Company has complied with the externally |mposed capital requrrements to which'it is subject at all

times.during the current and prior financial year.

Thetable below summarises the IFRS and regulatory cap_ital held' by the Company.

2022 2021
£000 -£'000
Share capital 94,375 94,375 -
Retained earnings 34,026 42,222
128,401 136,597
AdJustments to capital for regulatory purposes: . :
— replace IFRS reserves with Solvency Il Technical Provisions ) 206,359 127,997
- other asset valuation dlfferences 67 .60
- — deferred tax (51,607) (30,734)
Regulatory capital held 283,220 233,920
4 Net insurance premturh revenue
-(a) Insurance premium revenue
Substantially aII'business is written in the UK. v
' 2022 2022 2022 | 2021 2021 2021
Gross Reinsurance - Net - Gross - - Reinsurance Net
© £'000 £'000 £000 £'000 £'000 £'000
Life insurance business .
Non-participating contracts .
— . regular premium - © 72,027 - (40,467) 31,560 72,875 (39_,937) 32,938
- singlepremium- - 3 . (4) (1) 8 (4) 4
Linked contracts )
- regular premium : i 3,997 (338) 3,659 4,839 (369) ‘4,470
- single premium . 400,423 - 400,423 398,050 - 398,050
' ' 476,450 (40,809) 435,641 475,772 . (40,310) 435,462
_Permahent heaith business -
Non-participating contracts- o ) 3 :
" - regular premium T TTANT (49,480) 27,937 - 80,689 - (52,786) 27,903
Linked contracts .
— regular premium ) 1,379 (681) . 698 1,505 (704) 801
4 A ' 78,796 - (50,161) 28,635 " 82,194 (53,490) 28,704
Total premiums written 555,246 (90,970) 464,276 557,966 (93,800) . 464,166
34
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.(b) Annualised new business for insurance contracts '
2022 2022 o201 2021

Insurance contracts Regular Single ’ Regular Single
premiums premiums premiums premiums
) ' © £'000 " £'000 ~ £'000 _ £'000
Life insurance business : : . - ,
. Non-participating contracts - 13,190 © - 11,847 -
Linked contracts _ 25 383,836 : 111 394,295
' ' ' 13,215 383,836 11,958 394,295
Permanent health business . *
Non-participating contracts ) 4,238 ' - 3,126 . -
T ‘ 4,238 - 3,126 -
" Total 17,453 ' 383,836 15,084 . 394,295

in cIaSS|fy|ng new busmess premlums the followmg bases of recognition have been adopted
- recurrent single premium contracts are included as new business single premlums and
— increments under existing contracts are classified as new business premiums.

Where regular premiums are received other than annually, the reported regular new business premlums
are on an annualised basis. For annually- prrced protection products, factors have been applied to the
calculation of new business premiums to reflect future premium increases.

(c) Annualised new business for investment contracts

The following table summarises the new business written in the year in respect of investment contracts.
The premiums receivable for these contracts are not included within ‘Insurance premium revenue’ in the
“statement of comprehensive income but are credited directly to the statement of financial position as'an
" adjustment to the financial liabilities for investment contracts. :

2022 2022 2021 2021

Investment contracts ) ) Regular Single . Regular Single
C : premiums - premiums premiums . premiums
£'000 £'000 . £000 £'000
Life insurance business
Linked contracts : - - ) 4 -
Pension business . ’ o
Linked contracts - 49,485 ) - 49,118
Total : ' - 49,485 4 - 49,118
5 Fees and commission income
2022 - 2021
£'000 . £'000
Fee income ) . .
Fund management based fees ) : 2,832 : 2,951
" Front-end fees recognised in the year ’ 30 67
Commission income - ' ’ :
Rebated annual management charges from collective investment schemes 125 . 250
Policy fees o - 13 -
‘ ' 3,000 3,268
35
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6 Financial (expense)/income R . ‘ " ,» .

2022 2021
) £'000 . . £'000 .
Interest income ' ' ‘ 7,115 . 3,349
Dividend income : ) ' : 14,043 A12,137
Net fair value (losses)/gains on assets at FVTPL .~ ’ — (245,505) 209,248
Net fair value gains on derivative financial instruments classmed as FVTPL. - ) 21 : 112
Forelgn exchange gains/(losses) . ) . 941 : - . (57)
’ (223,385) ' 224,789
7. Netinsurance claims and benefits incurred _
2022 2021
£'000 © £'000
Long-term insurance contracts
_ Claims and benefits incurred . : Lo
- claims and benefits paid ] ) ’ 189,104 167,016
" — .increase in liabilities . : ) . , ) L 130,126 437,086
Total cost of policyholder claims and benefits " 319,230 ) 604,102
Reinsurers’ share of claims and benefts mcurred 4 : ' : ' '
" — claims and benefits paid o ’ (59,087) ) © (62,495)
— (increase)/decrease in assets ’ ) (4,075) . 4,615

Total cost of pb|icyhofder benefits : ' - L " 256,068 v 546,222

a2

8 Investment contract benefits

The investment contract benefits decrease -of £65,250,000 (2021 increase: £89,155,000) represents
changes in the fair value of investment contract liabilities. All'investment contracts are designated as at fair
value through profit or loss.

This amount represents the total amount recognised in the statement of corhprehensi've income for the
“change in fair value of liabilities. The investment contract liabilities. are determined on a daily basis from
the bid value of the underlying unit-linked fund assets, the majority of which are listed securities.

9 Acquisition coéts and administrative expensés

2022 : . 2021

. ) £'000 £'000
Expenses for the acquisition of insurance and investmeht contracts o .
Amortisation of contractual rights asset : . 27 59
Costs incurred for the acquisition of insurance contracts expensed m the year 28,592 - ) 29,409

Total acquisition expenses ' ' " 28,619 29,468
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2022 2021

, £000 < £000°
Administrative expenses . . : . ’ .
" Purchase of goods and services : . o 22,899 o 19,054
Other costs ’ S . 48 28
- Total administrative expenses ‘ - ' ) » 22,947 18,082
Expenses by neture_ ' ) ‘ . o ..
Amortisation of contractual rights asset : - : 27 . - 59
Commission payable . ’ 21,424 _ 23,110 -
Purchase of goods and services - : T . 30,067 . 25,353
Other costs . . ) A ) 48 . 28 -
Total’acqui‘sition costs end administrative expenses ' ’ 51,566 ’ 48,550
. Administrative expenses include:
Auditors remuneration: .
-=..-Audit of these financial statements pursuant to legislation : - 280 ' 235
~ " Other audit-related services pursuant to such legislation ' oo . 149 - 135

429 - . 370

The fees paid to auditors detailed above (excluswe of VAT) relate only to actlvmes in respect of the
Company. .

.

Other audit-related services pursuant to such Ieglslation for 2022 relates to the Solvency Il limited scope
audit. . .

10 Credit impairment losses and other operating expenses .

2022 2021

4 £000 ' £000 .
Commission and stamp duty relating to purchases of ﬁnanaal assets . ' - 32 ) .33
_Interest payable : . ) I 49 . 39
Credit impairment losses o : . 229 1,312
Total credit impairment and other operatlng expenses v o 310 ' " 1,384

Other operating expenses includes credit impairment losses on commission clawback. Commission paid to

third party insurance intermediaries, “for the sale of HSBC Life Protection (HLP) policies, is due back to the.

Company when policies lapse’ within four years-from inception. The commission clawback receivable is

impaired when the Company assesses the refunds are no Ionger recoverable from the mtermediaries due
' to significant financial dlffculty :

11 . Directors’ emoluments

One. director who served during the year (2021: Two directors) was remunerated by other Group
‘undertakings which made no specific charge to this company for their services. The emoluments of the
other directors in respect of their services to the Company are shown below.

2022 . 2021

£000 £'000

Emoluments . oo 558 - . 434
Pension scheme contributlons . ‘ ) - 4 o -4
562 - - 438
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Hrghest pard Drrector
Emoluments -
Pension scheme contributions

287 1225
2 2
289 - 227

TWo directors exercised options over HSBC Holdings plc ordinary shares during the year (2021"'One)

~ The Company does not have any direct employees (2021: nil). The directors ‘and staff are all employees of

other Group undertakrngs

Retrrement benefits are accruing to the directors under schemes operated by their employing companies.
Retirement benefits are accruing to two directors under money purchase schemes and none are accruing
under defined benefits scheme at 31 December 2022 (2021: two directors under money purchase -
schemes and none accruing under defined benefits scheme). The directors are members of retirement
benefit schemes operated by HSBC Bank plc. Details of these schemes can be:found in the Annual
Report and Accounts of HSBC Bank plc. The Company does not receive any explicit charges in respect of
the costs of contributions to the retirement benefit schemes for the directors and staff. As the Company
has no staff, it has no liability in respect of any deficit within the schemes, although any.surplus or deficit

may affect the level of costs recharged to the Company in future periods.

12 Tax oredit

Current tax
UK Corporation tax
— on current year profit
- adjustments in respect of prior years

- Overseas tax .
- “on current year profit
Total current tax
Deferred tax :
Origination and reversal of temporary differences

Effect of changes in tax rates -
‘Adjustment in respect of prior years

Total deferred tax

Tax credit

Tax reconciliation:

(Loss)/Profit before tax

Tax of 19% (2021:19%) .
Adjustments in respect of prior years
Income not.taxable for tax purposes
Overseas tax charge

Changes.in tax rates

Overall tax credit

285

: 2022 2021
Notes £000 £000-

113 79

17 35

130 114

(158) . © . (158)

a )

4 (2)

25 (153) _. (164)

(23) {50)
12022 ‘Percentage of 2021 Percentage of
overall loss overall profit
o before tax . before tax
£'000A % £'000 %

(219) 5614 .
(42) 19.2 1,067 190
4 - (1.8) (2) . (0.0)
3) 14 (1,146) (20.4)
17 (7.8) 35 0.6
1 (0.5) S @ (0.1)
(23) 10.5 (50) (0.9)
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An increase in the main UK corporation rate from 19% to 25% (effective 1 April 2023) was substantively
enacted on 24 May 2022. This will increase the company's future current tax charge accordingly. Where
appropriate, the deferred tax asset at 31 December 2022 has. been caiculated based on these rates
reflecting the expected timing of reversal of the related temporary dlfferences '

13  Contractual rights- investment contr’actS-

Investment contracts
Contractual rights

£'000

2022 . : RO L

1 January 2022 . - T 449

Amortisation ' . ) L i ’ . (27)

. At 31 December 2022 ' ' ‘ o ‘ _ 422
- 2021 . . . _ _

1 January 2021 ) . : : ) . 508

Amortisation o . o _ . - ‘ (59)

_ At31December 2021 - o . ' ' : c s 449

_The contractual rights are amortised over the remaining expected life of each investment contract. THis is
estimated using appropriate assumptions for terminations and lapses. The average amortisation penod is -
7 years (2021 6 years) and the Iongest remaining perlod |s 50 years (2021: 50 years)

14 Financial assets at fair value through profif or loss

. The Company s financial assets at fair value through profit or loss are summarised below by’ measurement
category . :

2022 ' ’2021 <

‘ - £000 -+ £000
Mandatorily fair value through profit or loss (FVTPL) - : 2,658, 813 2,611,689
Derivative financial instruments (Mandatorily FVTPL) - , . : - . 192 -

’ ‘ ' 2,658,813 2,611,881
- - — 2022 2021
Financial assets at fair value through profit or loss ) : ~ £'000 ’ ~ £'000
- Equity securities — listed . - . 4 44,106
Debt securities — fixed interest rate: . . . . : S
- government bonds . _ 4,717 5,502
- other -'listed . ’ ’ : ) 47,609 : 80,028
' 52,326 85,530
: oL . ) '(’ .
" Collective investment schemes — unlisted . : o 2,602,346 - - 2,482,053
Derivative financial instruments ' R ' ) - : 192
_ Total financial assets at fair value through profit or loss ~ - ' o .- 2,658,813 2,611,881 .
Expected to be recoyered in no more than one year . S . 341,006 B 334,983
"Expected to be recovered after more than one year ‘ . 2,317,807 2,276,898
S ' | 2,658,813 2,611,881
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The other listed flxed rate .debt secuntles relate to corporate bonds. The fair values: of these are
determined based on the mterest yields on the instruments. ' - :

Derlvatlves are valued using internal models with inputs based o.n observable data.

Custody services are provided by HSBC Security Servuces SEI lnvestments (Europe) lelted True
Potential Investments LLP and Investment Funds Dlrect lelted

Valuation of fmancual mstruments

Fair value is the amount for which.an asset could be exchanged or a Ilablllty settled between
. knowledgeable parties in an arm’s length transaction.

The Company measures fair values using the following fair value hlerarchy that reflects the S|gn|t” cance of-
, the inputs used in maklng the measurements: .

- Level 1: Quoted market price: fmancnal mstruments with quoted prlces for identical mstruments in
actlve markets

—  Level 2: Valuation technlque using observable inputs: financial mstruments with quoted prices for }
. similar instruments in active markets and_ financial mstruments valued using models where all
significant inputs are observable. .

— Levei 3: Valuation technique with S|gn|f|cant unobservable inputs: fmanmal instruments valued
usmg models where one or more: sugnlflcant inputs are unobservable

The table below analyses financial instruments, measured at fair value at the end of the reporting penod
by the level in the fair value hierarchy into which the fair value measurernent is categorlsed

2022 ' - o Level 1. Level 2 Level3 * ° Total
: : £'000 " £000 - £'000 £:000

~ Financial assets:

Equity securities . . C , 4141 - - 4141
Collectives - : ‘ - 2,602,048 B 298 2,602,346
Debt securities ) - - ) 52,326 - 52,326
-Derivatives’ . . ) s - - - -

‘ ; ’ - ) 2,606,189 -~ 52,326 ) - .298 ' 2,658,813

" -Unit-linked A o .. 285718 . S 298 . 2,486,016
, Other. : ) 120,471 52,326 ) - 172,797
' o 2,606,189 52,326 298 _2,658,813
Liabilities: ‘ Co , :
‘lnvestment contract liabilities . - . 789,148 - ;- 789,148.
- 789,148 - 789,148
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2021 A ) . Level1 Level 2 ' Level 3 Total
£'000 £'000 £'000 " £'000

Financial assets: . : ’ : . '
Equity securities , i 44,106 Co- - 44,106

Collectives . - 2,481,878 - 175 2,482,053

Debt securities - - 85,530 - 85,530

Derivatives - . 192 - 192

' . ' 2,525,984 85,722 ) 175 2,611,881
Unit-linked ) . . 2,435,582 192 176 . 2,435,949

Other ’ ' 90,402 : 85,530 - 175,932

' 2,525,984 85,722 ‘175 2,611,881 .
Liabilities: .
Investment contract liabilities : ) - 860,440 - 860,440
- \ 860,440 - 860,440

15 Derivative financial instruments

The Company held index financial futures within its unit-linked tracker funds to ensure that assets which
are not directly invested in components of the index, match the performance returns of the relevant index.
The index financial futures had a maximum duration of three months. ’ : '

2022 2022 . 2022 2021 2021 2021

Contract/  Fairvalue Fair value - "Contract/*  Fair value Fair value
! notional . = asset liability “notional asset ~  liability
amount amount
£000 £'000 . £'000 . £'000 £'000 - £'000
Equity/index contracts . )
Exchange traded futures . - - - - 664 192 -

16 Receivables, prepayﬁ\ents and aecrued income

2022 2021

. . ‘£'000 £000.
Receivables arising fro_m'insurance and reinsurance contracts: :
~ due from contract holders . ' 414 - - . 291
— due from other reinsurers : ) 12,317 ) " 11,487
- due from related parties ‘ ' - 575 : 283
-Other receivables: - C ) '
— Accrued income ’ ‘ 1,426 . 1,617
— receivables due from related pames : . 424 5
— other receivables . . 720 . 852
Prepayments . : . 235 213
' : 16,111 14,748
Expected to be recovered in no more than one year ) E A 16,111 ' ) 14,748 .
' ' 16,111 14,748

The carrying amount of recelvables including insurance receivables, is consndered to be a reasonable .
approxmatlon of their fair value.
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17 Cash and cash equivalents

2022 - e 2021

. £'000 ] £'000

Bank and cash balances o : ’ ’ 102,361 89,470

Short-term bank deposits . - . .51,785 . 51,761
Cash and cash equivalents ‘ 4 ’ 154,146 141,231 _

- Cash and cash equtvalents include balances-within the unit-linked funds of £93. Om (2021 £57. 4m) which
are restrlcted and thus are not available for general business use

18 Called up share capital

2022 _ 2021 _
£000 : £1000
Allotted, called up and fully paid g
94,375,000 Ordinary shares of £1 each o . ' 94,375 : 94,375
' ' 4 94,375 94,375

. The holders of ordihary shares are éntitled to receive dividends as declared from time-to time and are
entitled to one vote per share at meetmgs of the Company All shares rank equally with regard to
_repayment of capltal

19 Dividends - .
2022 2022 2021 : 2021
) ’ . £'000 Total per share £'000 Total per share
Interim dividend . 8,000 . . 0.08 10,000 - . 011
8,000 . - 0.08 . 10,000 ' 0.11
20 Retained earnings _ .

‘ 2022 ' 2021

£000 £000

Retained earnings - : 34,026 42,222

The retained earnings balance represents the ‘amount available for dividend 'distfibution to the -equity

shareholders of the Company.-The retained earnings are in excess of the Company’s regulatory solvency -

capital requirement and thus there is no restriction on distributable reserves.
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21 Insurance contract provisions and reinsurance assets

2022 - ' ’ 2021
£'000 . - £'000
Gross
Long-term insurance contracts: L ' : :
- = unit-linked - unit liability : . . 1,776,806 1,624,583
. — non-linked . 162,522 : 191,773
— provision for outstanding claims } 17,060 - 9,906
Total insurance contract provisions, gross ' . 1,956,388 1,826,262
Reinsurance o
Long-term insurance contracts:. ; ’ 5 ) :
— non-linked ) (77,183) . (79,835)
— .provision for outstanding claims . ' . (13,847). . ' (7,120)
Total reinsurance assets . . o ) ' (91,030) ) (86,955)
" Net S
Long-term insurance contracts: ] ) A
— unit-linked - unit liability : : . 1,776,806 - © 1,624,583
— non-linked ) 85,339 : 111,938
— provision for outstandmg clalms ' : ] 3,213 - 2,786
Total insurance Inabllmes-net . ) 1,865,358 1',‘739,307
Expected to be paid in no more than‘one year : . ‘ .136,333 . o 144,307
Expected to be paid after more than one year : : : _ 1,729,025 1,595,000

1,865,358 1,739,307

Long-term life in'éurance contracts - assumptions, changes in assumpﬁons and sensitivity
Calculation methodology

For the non-linked liabilities and the unit-linked liabilities, the insurance contract provisions are calculated
using a gross premium basis. The provision is- calculated by subtracting the present value of future
premiums from the present value of future benefits payable under the policy until it ceases on the earlier of
‘maturity, death or Iapsation (refer to Persistency section). The gross premium method makes explicit
allowance for future commission and policy maintenance costs (with an appropriate allowance for -
inflation). .

The calculation of the non-linked liabilities means that contracts that do not 'include guaranteed surrender
values may have negative statutory reserves (i.e. valued as an asset). However, this is subject to an
overall requurement that negative statutory reserves be eliminated at product group level.

The effects of Covid-19 on the assumption setting process is to treat the experience of 2020 as a one-off
for claims and persistency assumptions; unless it continues a previously identified trend. Where 2020
experience is unusually high/low compared to previous years, assump’uons will not be altered based on
2020 experlence by itself. :

Process used to determine assumptions ‘
~ The principal assumptions underlying the calculation of the insurance contract provisions are:
Mortality ' ’

‘A base mortality table is selected which is most appropriate for each type of contract. The mortality rates

" reflected in this table are adjusted to calculate the best estimate of mortality based on a statistical
investigation into the Company's mortality expenence A margin for prudence of 15 per cent is added to
the best estimate.
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Morbidity (Critical lliness - Cl)

An appropriate base table, based on the rate table produced by the Company’s reinsurers, is selected for
each type of contract. The rates reflected in this table are adjusted to calculate the best estimate of
morbidity based on a statistical investigation into the Company's mqrbldlty experience, -where this is
credible. A margin for prudence of 25 per cent is added to the best estimate.

Morbidity (Income Protection - IP)

The incidence and termination from disability is derived from studies performed by independent actuarial
bodies. The rates in these tables are adjusted to calculate the best estimate of morbidity based on an -
investigation into the Company’s experience, where this is credible. A prudence margin of 25 per cent is -
added to the best estimate for IP Inceptions and a prudence margin of 10 per cent is subtracted from the
best estimate for IP Terminations. . :

Other optlons and guarantees

The Company’s options and guarantees are generally limited to msurabllrty optlons on certam Ilfetlme
events. ‘

\

Persistency

The Company's recent Iapse experience is analysed for each major contract type and used to calculate -
the best estimate of future persistency. : .

In order to ensure prudence, the direction of the lapse margin is based on whether an individual contract 'is
an asset or a liability, on a contract by contract basis. It is prudent to increase the realistic lapse
assumption for those contracts that can be considered as assets and to decrease it for those that are
liabilities. :

A margin of 30 per cent relative to best estlmate is used, operatlng in the approprlate direction:

Dlscount rates ‘
2022 o - 2021

Non-linked ) . i
- policies valued as liabilities ' ) B 2.72% : ) 0.72%

- poiicies valued as assets . ) 4.08% 1.08%

Estlmates are also made asto future mvestment income arising from the assets backing unlt-llnked long-

term insurance contracts. These estimates are based on current market returns as well as expectations. .

about future economrc and financial developments.

“In order to ensure prudence, the direction. of the interest rate margln is based on whether an individual
* contract is an asset or a liability, -on a contract by contract basis. It is prudent to increase the reallstlc
assumptlon for those contracts that can be considered as assets and to decrease it otherwise.

A margin of 20 per cent (relatlve to best estlmate) is used, operating in the appropriate direction.
Renewal expenses and inflation

The current. level of renewal expenses, plus a margln of up to 15 per cent is assumed to be an-
. appropriate expense base. Only attributable expenses are included for renewal expenses on unit -linked
contracts. Expense inflation is assumed to be the implied future price inflation from the Bank of England
with reference to index linked asset yield. An additional expense reserve is held to cover the risk: that
- overall policy volumes decline in future years and the current renewal expense assumption does not cover
the expected-expenses of .the Company. Expense inflation is assumed to be the implied future price.
‘inflation from the Bank of England with reference to mdex lmked asset yield, plus a judgmental addition of
5% to year one rates.
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Reviewable premiums

For business where customer premiums:are reviewable and a premium increase is anticipated at the next
review point, this is not anticipated in the valuation. However, where a reductien in premium is expected,
the lower premium is valued. The re-insurance rates are considered separately, and where these rates are
guaranteed, no change is anticipated, although where reinsurarice rates are reviewable, they are assumed
to increase when premium increases are anticipated and are assumed to stay the same when premiums
are expected to reduce.

Taxatioh

The Company has assumed that the application of current tax legislation Will not change, except where
future changes have been substantively enacted. : o

Key assumptions

~ The principal assumptions (including prudence margins) used to value the main classes of business were
as follows (assumptions for 2021 are shown in brackets where these have changed): ’

*Inception and Termination rates are based on CMIR12 with the excéption of Termination rates for Accident & Sickness which
are based on internal experience and Inception rates for Life Qhoicés which are based on the reinsurance risk rates.
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Class of Renewal -Mortality | Morbidit | Interest | Lapse rates for years 1-
business ‘| .expenses 'y . rate 15 (1-15), % p.at’
(pa) (p-a)
. (before
o . tax)
Term assurance | £20.50 (2021 - | Male: 103.5% N/a 4.08%/ 9,11,10,8,8,5,5, 5, 5,
—non-Cl . £22.70) "~ | TMO8 Sel (Male: 2.72%° | 45,45,45,45,45 35
(business written 103.5% TMO08 Sel) (1.08%/ (9,11,10,8,8,5,5.,5 .5,
pre-July 2004) . : 0.72%3) 45,45,45,4, 4,3.5)
' ’ Femlae: 115%
TFO08 Sel .2
| (Female: 126.5%
TFO8 Sel ")
Term assurance £20.50 Male: 92% TMO08 N/a 4.08%/ 5,5,5,5,5,45,45,4.5,
—non-Cl (£22.70) . Sel (92% TM08 2.72%° 45 4,4, 4,4 4,4
(business written Sel) .(1.08%/ (5,6,55,6,6,6,6,6,6, 6,
post-July.2004, o 0.72%% |[6,6,6,6,6) :
excluding HLP) Female: 92%
: TFO8 Sel ',2 (92%
TFO8 Sel ") -
Term assurance | £20.50 Male: 100% GRACI NL ? 4.08%/ 11,19, 14, 12,12, 11; 11,
— Cl (business (£22.70) (100% GRACI NL 3?) 2.72%° 10,10,9,9,9,7,7, 4
‘written pre-July S Female: 131.5% GRACI NL 3 (1.08%/ (11,19, 14, 12,12, 11, 11,
' 2004) (131.5% GRACI NL ?) 0.72%) 10,10,9,9,9,7,7, 4)
Term assurance £20.50 - Male: 122.0% GRACI NL® 408% |7,7,7,7,.7,7,7,7,7,7,7,
~ Cl (business (£22.70) - (112.5% GRACI NL) 1 2.72%° 7,7,7,7 . _
written post-July s Female: 128% GRACI NL ‘1 (1.08%/ | (8,8,8,8,8,8,8,8,8,8, -
2004) (119% GRACI NL) 0.72%9) 8,8,88,8)
Income protection | £20.50 Male 103.5% Inception | 4.08%/ 15, 20, 17, 15, 15, 11,11,
(individual) (£22.70) TMOS8 Sel 2 and 2.72%3 11,11,9,9,9,9,9,7 »
- ' 1 (103.5% TMO8 Sel | Terminati | (1.08%/ | (15,20, 17, 15,15, 11,11,
2 . on rates 0.72%9) 11,11, 10, 10, 10, 10, 10, "
Female: 115% are ) 7)
TF08 Sel 2 based on
' (126.5% TF08 Sel) | CMIR12*
Onshore . £97.60 Male: 25.88% N/a 4.08%/ 1,1,1,1,1,4, 4,4, 4,45,
“Investment Bond | (£90.60) AMOO Sel (40.25% 2.72%"5 45,4545 45,45
AMOO Sel) (1.08%/ (1,1,1,4,4,4,4 4,4 45,
Female: 20.13% 0.72%%) | 4.5,45,4.5,45, 4.5)
AF00 Sel (31.63% -
. AF00 Sel) . '
HSBC Life £14.70 85% of 4.08%/ | Level Agg: 8,7, 3.5, 10,
Protection (HLP) | (£15.20) reinsurance rates, 2.72%°® 10.91, 9.09, 5.45, 5.45,
Term Assurance - - uplifted by 15% (1.08%/ 5.45, 5.45, 5.45, 5.45,
. statutory margin -] 0.72%%) | 5.45,5.45,5.45

(97.75% of
reinsurance rates)

(Level Agg: 8, 6, 6,10,
10.91; 9.09, 545, 5.45,

| 5.45,5.45, 5.45, 5.45,

5.45, 5.45, 5.45)
Level IFA: 23, 16, 13, 10,
10.91, 9.09, 5.45, 5.45,

'5.45, 5.45, 5.45, 5.45,

5.45,5.45,5.45 -

(Level IFA: 258, 9,7, 10,
10.91, 9.09, 645, 5.45,
5.45, 5.45, 5.45, 5.45,
5.45, 5.45, 5.45)
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-The rates are adjusted for gender. An allowance has also been made for future p‘refnium reductions.
No mortality improvements or deteriorations were applied in 2022.
' The rates vafy by gender.

The percentages' useq for the inception rates vary by o'ccupati-onal class, sex, policyﬁolder age and deferred -
period The percentages used for the termination rates vary by deferred period and month of disability.

The interest rate varies dependent on whether the pollcy is an asset 4. 08% (2021 1. 08%) ora |Iablllty 2.72%
(2021: 0.72%).

The lapse rate assumptions vary dependent on whether the contract is an asset or liability. A margin of 30% is
‘added (for an asset) or deducted (for a liability) to the figure above. The lapse rates also vary by contract with
the most significant contract within each product group being quoted in the table above.

(a) Changes‘in assumptions . L

The .increase in the iong term insurance liability as a result of changes in assumptions was £1.6million
(2021 increase: £13.4million), net of reinsurance. The following table gives an analysis of the movement
by source:

Net liability Net liability

movement movement

2022 2021

£'000 £'000

. Mortality/morbidity ’ (2,388) 465
_ Persistency . . 5,192 2,094
Economic assumptions . . to- . -
Expense assumptions (1,207) 10,817
Total decrease resulting from assumption changes : 1,597 13,376

There has been a marginal increase in the net liability'movements during 2022 as a result of several
offsetting assumption changes. Whilst lapse assumptions were generally revised downwards on the term .
assurance book, with projected claims falling, inception rates on Income Choice products were reduced by
25%, which caused a ¢.£3.5m reduction in liabilities. In addition, maintenance expense assumptions were
reduced, particularly on the term -assurance business. There were no explicit economic assumption
changes as part of the annual basis review. The company’s investment strategy remains unchanged from
2022, The effects of Covid-19 on the assumption setting process has been considered and the approach:
for the 2022 basis review was to treat the experience of 2020 as a one-off for claims and persistency
assumptlons unless it continues a prewously identified trend.

_ {b) Sensmvnty analysns

Profit impact Eqdity impact Profit impact Equity impact

(before tax) (before tax)
2022 ] 2022 s 2021 © 2021
: £'000 - £'000 . £'000 £'000
Base Stress . . ‘ ‘ i

_Interest rates increasing 100 basis points - 3,653 2,959 12,264 9,934

Interest rates reducing 100 basis points (7,575) " (6,136) (18,183) © (14,728)

Equity prices increasing by 10% ’ 14,508 ' 11,752 ’ 13,462 10,804

Equity prices reducing by 10% (14,527) (11,767) (13,326) " (10,794)

Lapse rates increasing 100 basis points ' 9,903 8,022 15,370 - 12,450

Lapse rates reducing 100 basis points’ ) (12,627) - (10,228) (18,957) (15,355)

. Ali mortality and morbidity rates increasing by 10% . (7,231) (5,857) (10,274) (8,322)

All mortality and morbidity rates reducing by 10% 5,650 4,577 7,383 5,980
All expenses increasing by 10% : . (5,890) (4,7711) . (9,063) (7.341)

All expenses reducing by 10% : 5731 . 4,642 - 7,974 6,459

The analysis above has been prepared for a change in variable with no allowance for management actions
" and taking into account changes in the value of related assets. The impacts shown reflect the immediate
effect on the insurance contract provisions, and related assets, based on the reserving methodology of the
Company.
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(c) Movements in insurance contract provisions and reinsurance assets

,~

Long-term - Linked . : ) . - Gross Reinsured i Net
) £'000 £'000 - - . £'000

At 1 January 2022 . L 1,624,583 - : 1,624,583
Premiums received : _ : 405,980 . . 405,980
Surrenders and other terminations i (105,594) - (105,594)
Fees and chargées deducted - ’ . (9,827) e " (9,827)
Investment returns credited to account balances ’ (138,336) . - © {138,336)
At 31 December 2022 : - 1,776,806 ) - 1,776,806
At 1 January 2021 . . . - . ) 1,201,009 - - 1,201,009
Premiums received : : , 404,722 : - . 404,722
Surrenders and other terminations . ‘ (78,553) - - (78,553)
Fees and charges deducted : (9,999) . - ) (9,999)
Investment returns credited to-account balances 107,404 .- 107,404
At 31 December 2021 o ’ 1624583 . - - 1,624,583
Long-term — Non-linked . Gross ' Reinsured ' " Net
C ' S ’ ) £'000 £'000 £'000
At 1 January 2022 A " 191,773 o '(79,835) 111,938
Reserve established i |n respect of busrness written in the . (5,822) (7,431) (13,253)
year ’ ’
Unwrndmg of business in force at start of year ~ : 33,052 . (129) 32,923
Changes to bases (56,481) * 10,212 (46,269)
At 31 December 2022 . . 162,522 (77,183) 85,339
At 1 January 2021 ) . ' ' 180,536 (86,075) - 94,461
Reserve established in respect of business written in the (2,912) -(1,571) ' (4,483)
year ] . . ] !
Unwinding of busrness in force at start of year T (1,132) AT T © 3,589
Changes to bases . ) - 15,281 . 3,090 18,371

" At 31 December 2021 : ' 191,773 . (79,835) 111,938 '

A summary of the reinsurer exposure by credit ratmg is shown below (the figures shown are the reinsurers’
share of i insurance liabilities).

Non-linked Linked'inSUrance " Total
- insurance . ’
£'000 T £'000 . £'000
_ At 31 December 2022 .
AA : : o 83,813 : B ' 83,813
A : T . 217 R 7,217
BBB or unrated ' < - C -
91,030 - 91,030
Non-linked insurance . Linked insurance . Total -
£000 £'000 £'000
At 31 December 2021 .
AA ) - . ’ - o 83,461 : .- - 83,461
A o . ) 3,492 . 3,492
BBB or unrated o ' : 2 - ) 2
86,955 ' o 86,955

The Company has reinsurance treaties with ten (2021: ' eleven) reinsurance companies, the exposure to
the largest of which is £44m (2021: £43m). The Company monitors remsurer exposure ona regular basis
in order to ensure compllance with regulatory and internal limits."
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22 Investment contracf liabilities

2022 - 2021

£'000 - £'000

Investment contracts at fair value through profit or loss (unit-linked) . 789,148 860,440
Expected to be paid in no more than one year - ' . . 183 - 20
Expected to be paid after more than one year . . . 788,965 - | 860,420
‘ 789,148 860,440

All investment contract Iiebilities are designated by the Company to be at fair value through profit or loss.

‘Tne maturity value of these financial liabilities is determined by the fair ve1ue of the linked assets at
- maturity date. There will be. no difference between the carrying amount and the maturity amount at
matunty date. :

23 Insurance and other payebles and deferred income

2022 2021

. . £'000 £'000

Direct insurance .contract payables ' ’ ] . C 18,428 E 14,574

. Reinsurance contract payables : . . : 9,425 . 7,702

Amounts due to related parties. : ) ) 11,511 oo 8,194
including reinsurance contract payables - : ) . o B ' :

Other payables and accrued expenses : . : ] 7,893 3,666-

. Deferred income S - ’ ‘ ' 489 509

PR , _ . 47,746 34,645

Expected to be settled in no more than one year Co : 47,337 s . : 34,217-

Expected to be settled after more than one year _— , 409 : : 428

47,746 34,645 -

Deferred income relates to front-end fees received from investment contract. holders as a prepayment for
asset management and related services. These amounts are non-refundable’ and are released to income
as the services are rendered.

The carrying amount of msurance ‘and other payables is conS|dered to be a reasonable approx1matlon of
their fair value. . _ . . .
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.24 Other provisions -

Total

A ‘ _ o ‘ £'000 -
At 1January 2022 - - : - o 113
" Additional provisions made during the year , o , o L
Utilised during the year ' ' R o | (59)
"Amounts reversed during the year ’ ’ ’ o . ‘_ o L -
At 31 December 2022 < . o . ' 54
Expected to be p_aid in no more _lhan.one year . ) ’ : . o . 54
,Expeqted to be paid after more than one year . . ’ o . . S e
. . o4
. Total
- £000
* At 1 January 2021 . . ' o A . 387
Additional provisions made during the year h ] ' ‘ ) : 4 516
Utnlnsed during the year C . . e o (360)
) Amounts reversed during the year o L ' ' i -
- At 31 December 2021 . ‘ . » , ~ . 113
Expected to be paid in no more than one year . “ ' : ' A ' ' 113
Expected to pe paid after more than one year ' : . -

113

The provision utilised in the year relates to policyholder remediation on historic FlexiLife Plan policies,
with .a decreasing sum assured, where premiums were marginally overcharged. The prowsmn ‘includes
' premlum refunds and accrued interest on the refunds.

- 25 Deferred tax (assets)/liabilities

2022 : 2021
A o £000 ' £'000
At 1. January - ' I o . 143 . 307
Income statement credlt —_— (153) . . . (164)
At31December . o ' o - S (10) ¢ : 143

A deferred tax asset of £99,168k (2021: £65,056k) in'respect of excess expenées of management has not
been recognised as it |s uncertain- that' there. will be sufficient future taxable profits to utilise these.
expenses.

2022 - S 2021

£'000 . . £000
Deferred tax a_sset_s . . .
Déferfed income . o L C 115 27

115 ‘ ' 127
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Deferred tax liabilities , S A
Contractual rights . : 105 : Co112

Insurance contract provisions : ) - o - ' 158

105 : . 270

) 26 Structured entities

: The ‘Company is . involved with. structured entities through |nvestment fund holdmgs W|th|n the unlt-hnked
and non-linked funds. . :

" The arrangements that. involve structured entities form part of the normal course of business for the .
Company and are authorised by management when they are estabiished to ensure appropriate purpose
and governance. The Company has involvement with unconsolidated structured entities, which may be -
established by HSBC Group companies or by third parties, as detailed below.

The term ‘unconsoiidated structured entities’ refers to all structured entities controlled or not controlled by
the Company. The Company is exempt from preparing consolidated group financial statements (refer to
note 1(c) and thus the structured . entities the Company controls are included in the unconsolidated
.structured entities listed below. The Company enters into transactions with unconsolidated structured
entities in the normal course of busmess to facilitate pollcyholder transactions and for specific investment
opportunmes

The table below shows the total assets of unconsolidated structured entities.in which the Company has an
interest at the reporting daté, as well as its maximum exposure to loss in relation to those interests. o

The maximum potential loss from the Company’s interests in unconsolidated structured entities represents
the maximum loss that it could be required to report as a result of its involvement ‘with unconsolidated

- structured entities regardless of the probability of the loss being |ncurred Nature and rlsks associated with - '

HSBC interests in unconsohdated structured entities: »
2022 2021

£000 - : -£'000
At 31 December ’
HSBC Life (UK) Limited's interest - assets - L : .
Collective investment schemes T - : 2,602,346 2,482,053 -
Total assets in relation to tﬁe Company's interests '
in the unconsolidated structured entities .
’ ’ 2,602,346 2,482,053

Maximum loss L o 2,602,346 " . 2,482,053

HSBC Group companies have established and manage money market funds and non-money market
investment funds to provide policyholders with investment opportunities. HSBC Group companies, as fund
managers, may be entntled to receive management and performance fees based on the assets under
management.
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27 Related party transactions .

The Company has a related party relatlonshlp with its parent, with other group undertaklngs and with |ts
directors.

Transactions with related parties are summarised as follows:

(a) Income | _
2022 . ©o2021
£'000 . . £'000

Insurance premium income: . . . . o .
— Other Group companies o . 49,076 . S 52,322
Fees and commission income:: . ' ' o
— Other Group companies ' : ' ) 125 250
Financial income: o Co R . L
- Parent B 4 C 598 - 155
. — Group- managed investment fund : . L 312 - © 3,459
. - ’ 50,111 56,186

Income from related party transactlons arises from:

- msurance premiums under group contracts wuth the Other Group Companles to provrde life, crltucal
illness and income protectlon cover for employees. . '

- annual management charges rebated to the Company in respect of its holdrngs in collectlvel
investment schemes managed by other HSBC Group companles

'~ interest recervable on cash balances deposned with the Company'’s parent

"~ — -changes in the fair value ‘of derivative contracts at tarr value, entered into with the Company’s
parent (see note 15); and .

~ changes in the fair value of the Company’s-holdings in one investment fund (2021: one), in which °
" the Company owned more than 50% of the fund durmg the year and which was managed by
other HSBC Group companies - .

(b) Expenditure . 4
. 2022 12021

£'000 _ . £000
Insurance premium - ceded to reinsurers: . . ' : :
— Other Group companies - . , . 12,835 12,811
.. Claims and benefits incurred: ' o ' v : .
- Other Group companies - ' o B : 776 . 679
‘Reinsurers’ share of claims and benefits incurred: . o . '
" = Other Group companies : <t . (6,910) - (9,632)
Acquisition costs: . - - ' : : L
— Other Group companies : ‘ 11,907 1 12,415
Administrative. expenses: T . . _ .
— Parent . S ~ : 2,850 ° 1,194
- Other Group companies : : ‘ : 10,644 . 10,860
- Expensés for asset management services: ) o ' . .
- Other Group companies ‘ - . 1,416 1,298
33,518 29,625

v Expendlture from related party transactrons arrses from:

- freinsurance premiums payable to other Group compannes in respect of life, critical illness and"
' income' protection cover, and shares of clalms recoverable in respect of these remsurance
contracts : ot :
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acquisition costs (commission) payable to the other Group companies' in relation to sales of the
Company’s products: The Company’s products are currently marketed and sold primarily by HSBC v
UK Bank plc through its sales channels. For single premium insurance and investment contract.

_ sales, commission is payable on commencement of the policy. For regular premium sales, the
.commission |s paid in monthly instalments over an initial period of, typically, up to 48 months;

costs charged to the Company for the provision of management services. These include product
management, customer services (policy underwriting, administration and claims processing), risk
management, actuarial, finance, human resources, property services and IT. The Company is
recharged for the actual costs incurred in undertaking these activities;

costs charged to the Company by the Company's parent for the provnsmn of mvestment
accounting and unit pricing services; and

costs charged to the Company by other Group companies for the provision of asset management
serwces '

(c) Key management compensation

The Company does not have any direct employees. The Directors and _statﬁ are all employees of the
Company's parent or other Group companies. The costs recharged to the Company include the following
amounts in respect of key. management compensation relatlng to those individuals’' services to the

Company:
2022 2021
) £'000 £'000
Salaries and other short-term employee benefits ‘ ' 558 ) . 434
Post-employment benefits : . 4 4
562 ‘ 438

. Key management transact with the Company and other companies within the HSBC Group through the
purchase of standard products in the ordinary course of business and on substantially the same terms as
for comparable transactions with persons of a similar standing or, where applicable, with other employees
of the Group.

(d) Year-end balances with related parties

2022 2021

Assets £'000 . £'000
Debt securities: ' .

— Other Group companies 4,895 . 5,484
Collective investment schemes: . . ’ A - : : ' .

- - Group-managed investment fund - . 20,015 : 23,924 -
Receivables: ) . .

- Parent ' . 424 5

~ Other Group companies . : ‘ 2,592 1,896
Cash and cash equivalents: ) o i . :

— Parent . 154,146 141,231

' 182,072 172,540
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2022 . 2021

Liabilities T . . . £000 ' £'000
Flnancral liabiiities — Investment contracts - -
~ Pension scheme : N 688,276 . 740,364
insurarice, other payables and deferred mcome . ' o
— Parent ) - _ . : 1,907 2,190
— Other Group companies . . S 9,604 - 6,004
‘ 699,787 748,558

Asset and liability balanoes with related parties arise from: '

Debt securities relate to corporate bonds held with Other Group Companies.

" holding in one investment fund (2021: one), in wnich the Company owns more than 50% of the
fund, and WhICh is managed by another HSBC Group company, disclosed in note 26

mter-company settlement accounts with the Company s parent and with other Group compames in’
respect of premiums, claims, commission and expenses

deposits with-the Company s parent and

liabilities t6 a pension scheme in respect of an investment contract taken out by the pensmn
scheme. ’

28 Parent undertaklngs

The ultimate parent undertaking and ultimate controlllng party is HSBC Holdings plc, WhICh is the parent
undertaking of the largest group to consolidate these financial statements. HSBC Bank plc, incorporated in

England, is the parent undertaking of the smallest group to consolidate these financial statements. Both

companies are registered in England. :

Copies of HSBC Holdings plc and HSBC Bank pic consolidated financial statements oan be obtained from:

8 Canada Square

London

E14 5HQ
www.hsbc.com

29 - Events after the balance sheet date

There are no significant events after the balance sneet date.
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