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HSBC Finance Transformation (UK) Limited

Strategic Report

Principal activities

HSBC Finance Transformation (UK) Limited (‘the Company’f is a private limited company domiciled and incorporated in England
and Wales. lts trading address is 8 Canada Square, London E14 5HQ, United Kingdom. .

During the year the Company contlnued its activity of managing and maintaining the core Finance Transformation Platform {'FTP’)
asset. It receives fee income from those HSBC companies that receive benefit from |ts usage.

Review of the Company’ s business

FTP continues to be the strategic Global Finance platform, it will be implemented more widely across the HSBC Group as well as
continuing to be a key enabler in support of delivering efficiencies and standardisation within the finance function. FTP will be
~ leveraged to enable Global Finance to respond to challenges driven by the external environment. -

The Company immediate parent undertaking is HSBC Global Service Limited and HSBC Holdmgs Plc the ultimate parent
* undertaking for the Company.

Performance

The Company's results for the year under review are as detailed in the income statement shown on page 7 of these financial
statements. :

The Directors have assessed the likely availability of future taxable profits against which to recover the deferred tax assets of the
Company taking into consideration the reversal of existing taxable temporary differences and the forecasts of future business
performance of the Company through the continued use of the FTP software by'the Group. Accordingly, it considered there to be
sufficient evidence of future taxable profits to support recognition of the Company's Deferred Tax Assets ('DTA’) on Accelerated
Capital Allowances of US$29,374k in 2021.

Key pgrformance indicators

As the Company is managed as part of the global bank, there are no key performance indicators that are specific to the Corhpany.
The key performance indicators are included in the annual report of HSBC Holdings plc. Ongoing review of the performance of the
Company is carried out by comparing actual performance against annually set budgets.

“The Company's net asset at 31 December 2021 stood at US$52 022k (2020: US$1 5,466k)
_ Principal risks and uncertainties

Under Intérnational Financial Repomng Standards (‘IFRSs’), the Company is requtred to report on its nsk exposure to price, credxt
market, liquidity and cashflow with regard to'its financial statements.

The Company's principal operating risks are credit, liquidity and foreign currency exposures. Liquidity risk is managed through the
provision of capital support from its parent company. The Company manages its liquidity through daily review of its sterling
currency bank balances. Weekly projections are made of balances one week and one month forward using anticipated
transactions reviewed by management. Foreign currency risk is managed by monitoring the Company's net exposure to foreign
currency assets and liabilities and attempting to mmlrmse it where condmons permlt The Company does not hedge against its net
position.

The credit risk is the risk of flnan0|al loss if a customer or counterpany of the Company fails to meet a payment obligation under a
contract within the overall framework of the HSBC group policy.The Company has an established risk management process
encompassing credit approach, the control of exposures, credit policy direction to the business and the monitoring and reporting
of exposures. The balances are with other companies within the HSBC Group and have a low risk. The Company’ s exposure to
reputatuonal risk is limited as primarily all transactions are with other group companies. :

The operatmg costs are funded through the receipt of fee income from other HSBC undertakings.
Section 172 statement

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

. The Board considers its stakeholders to be the people who work for us, bank with us, own us, regulate us and live in the societies
we serve. During 2021, the directors gave careful consideration to the factors set out above in discharging their duties under
Section 172. The Board recognises that building strong relationships with our stakeholders will help deliver the Company's

_strategy in line with its long-term values, and operale the business in a austainablo way.

The Board is committed to effective engagement with its stakeholders. Depending on the nature of the issue in question, the
relevance of each stakeholder group may differ and, as such, as part of the Company’s engagement with stakeholders, the Board
seeks to understand the relative interests and priorities of each group and to have regard to these, as appropriate, in its decision-
making. The Board acknowledges however, that not every decision it makes will necessarily result in a positive outcome for all
stakeholders
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The Board will sometimes engage directly with certain stakeholders on specific issues, but the size and distribution of our
stakeholders and of the HSBC Group means-that stakeholder engagement often takes place at an operationai level. -

The majority of decisions made by the'Board during the year are deemed to be routine in nature and are taken on a cyclical basis.
The directors further took into account their duties to promote the long term success of the Company, the overall financial
position of the Company, its obligations under the Companies-Act and the interests of the Group as a whole. As a result of these
activities, the Board believes it has demonstrated compliance with their legal duty under section 172 of the Companies Act 2006.

On behalf of the Board

" Mark Alexande; Trenavin-Body
Director o
" 28 September 2022

8 Canada Square

London E14 5HQ
United Kingdom
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Report of the Directors

Dlrectors

The Dlrectors of the Company who were in ofﬂce during the year and up to the date of signing the f|nanC|aI statements were as
follows: .

‘Name ) . Appointed . - ' . Resigned
James Stuart Elder . . 3 August 2020 ]

. -Karsten Olaf Theim : 25 November 2020 : 22 September 2021
Mark Alexander Trenavin-Body . : 25 November 2020 - -
Edward Robert White ) : 22 September 2021

The Articles of Assaciation of the Company contain a qualifying third-party indemnity provision, which entitles Directors and other

* officers to.be indemnified out of the assets of the Company against claims from third parties in respect of certain liabilities arising
in connection with the performance of their functions, in accordance with the provisions of the UK Companies Act
2006.Indemnity provisions of this nature have been in place during the financial year and up to the date 6f approval of the
financial statements but have not been utilised by the Directors. Additionally, all Directors have the beneﬂt of Directors’ and
officers’ liability i insurance. .

Dividends

The Dlrectors do not recommend the payment of a dividend in respect of the year ended 31 December 2021 (2020: nil).
Slgmfncant events since the end of the financial year

No significant events affectmg the Company has occurred since end of the financial year.

Future developments

.No change in the Company’s activities is expected. .

Going concern basis

The financial statements are prepared on a going concern basis, as the Directors are satisfied that the Company have the
resources to continue in business for the foreseeable future. In making this assessment, the Directors have considered a wide
range of information relatlng to present and future conditions, mcludmg future projections of profltablhty, cash flows and capntal
resources. .

Financial rlsk management

The flnanc:a| risk management objectives and policies of the Company, together wnth an analysis of the exposure to such risks,
are set out in Note 15 of the Notes on the fmancral statements. -

Capital management

The Company defines cap»tal as total shareholders equity as set out in Note 13 of the Notes on the financial statements. There
were no changes to the Company's approach to capital manhagement during the year. :

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

.Independent auditors

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

The directors are responsible for-preparing the Annual Report and the financial Statements in accordance with applicable law and
regulation.

Company law requlres the directors to prepare financial statements for each financial year. Under that law the dlrectors have
prepare.d the financial statements in accordance with UK-adopted international accounting standards.

Under compam} law, directors must nét approve the financial statements unless they are satisfied that they give a true and fair
view of the state ‘of affairs of the company and of the profit or Ioss of the company for that period. In prepanng the financial
statements, the directors are required to: . .

e select suitable accountmg policies and then apply them consistently;

o state whether applicable UK-adopted international accounting standards have been followed, subject to any material
departures disclosed and explamed in the financial statements;

¢ make judgements and accounting estimates that are reasonable and prudent; and

* prepare the financial statements on a going-concern basis unless it is inappropriate to presume that the-Company will continue
"in business.

The directors are responsible for safeguardmg the assets of the company and hence for taking reasonable steps for the prevention -
and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate acco(mting records that are sufficient to show and explain the company’s
transactions and disclose with reasonable accuracy at any time the financial position of the company and cnable them to ensure
that the financial statements comply with the Companies Act 2006

Directors confirmations
In the case of each director in office at the date the directors’ feport is approved:
.. so far as the director is aware, there is no relevant audit information of which the company’s audltors are unaware and

* they have taken all the steps they ought to have taken as a director in order to make themselves aware of any relevant audit -
information and to establish that the- company s auditors are aware of that information.

On behalf of the Board

Mark Alexander Tfenavin-Body
Director
28 September 2022

8 Canada Square
London E14 5HQ
United Kingdom
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Independent auditors' report to the members of HSBC Fmance
Transformatlon (UK) Limited

Report on the audrt of the financial statements
Oplmon
- Inour oprmon, HSBC Finance Transformation (UK) Limited's financial statements:

e give a true and fair view of the state of the company s affairs as at 31 December 2021 and of its profit and cash:flows for the
year then ended;
. have been properly prepared in accordance with UK-adopted mternatronal accounting standards; and

"o have been prepared in accordance with the requirements of the Companies Act 2006

We have audrted the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”),
which comprise: balance sheet as at 31 December 2021; the income statement, the statement of cash flows, and the statement.of
changes in equity for the year then ended; and the notes to the financial statements, which mclude a description: of the significant
accounting policies. .

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing {UK) (“ISAs"(UK)") and applicab'le 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 beliéve that the audit evidence we have obtained i is sufficient and appropriate to provide a baS|s for our
opinion.

A Independence A

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 Ethlcal Standard, and we have fulfilled our other ethical responsibilities
in accordance with these requrrements

Conclusrons relating to gomg concern

Based on the work we have performed we have not identified any material uncertainties refating 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 perrod ofat -
least twelve months from when the financial statements are authorised for issue.

In audmng the financial statements, we have concluded that the directors’ use of the going concern basrs of accountmg in the
preparation of the financial statements is appropriate. . .

However, because not all future events or conditions can be predicted, this conclusron is not a guarantee as to the company's
ability to continue as a going concern. .

Our-responsibilities and the responsrbllltles of the directors wnth respect to going concern are descnbed in the relevant sectlons of
this report. .

Reporting on other information

" The other information compnses all of the information in the Annual Report other than the fmancral statements and our auditors
report thereon. The directors are résponsible 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, éxcept to the extent othen/vise explrcrtiy stated in this
report, any form-of assurance thereon :

" In connection with our audit of the fmancial 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 ora
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 requnred to report that fact We have nothrng to report based on these
. responsibilities. .

With respect to the Strateglc report and Report of the Dlrectors we also considered whether the disclosures requrred by the UK
Companies 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. . . ’

'Strategtc 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 Strategic report and Heport
_of the Directors for the year ended 31 December 2021 is consistent with the frnancral statements and has been prepared in
- "accordance with applicable Iegal reqmrements

In light of the knowledge and understandmg of the company and its environment obtained in the course of the audit, we did not
|dent|fy any materral misstatements in the Strategic report and Report of the Directors. .
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Respbnsibilities for the financial statements and the audit
v Responsibilities of the Directors for the financial statements

As explained more fully in the Statement of directors' responsibilities in respect of the financial statements, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give a true and fair view. The directors are also. responsible for.such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, thc directors are responsnblc for assessing the company’s ability to continueas 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 operatlons of have no realistic alternatlve but to do so.

. Audltors responmbllltnes 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 matenal

. 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 mfluence the economnc ‘decisions of users taken on the basis of these financial
statements. .

Irregularities; including fraud, are instancesrof non-compliance with laws and regulations.vWe design procedures in line with our
responsibilities, outliried above, to detect material misstatements in respect of irregularities, including fraud. The extent to which
our procedures are capable of detecting irregularities, including fraud, is detailed below.

- Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws and
regulations related to UK tax legislation, and we considered the extent.to which non-comphance might have a material effect on
the financial statements. We also considered those laws and regulations that have a direct impact on the financial statements
such as UK Companies Act 2006. We evaluated management's incentives and opportunities for fraudulent mampulanon 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 manipulate financial performance and management bIdS in accounting estimates. Audit
procedures performed by the engagement team included: -

°

* “identifying and testing ]ournal entries posted that have greater risk of fraud such as those posted post year end backdated
posted by unexpected users, or those posted usmg unexpected account combinations. We also mcorporated an element of
unpredictability into our testing. :

Thorc are inherent limitations in the audn 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 reflectedin 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 mtentlonal mlsrepresentatlons or through
collusion.

A further deséription of our reSponsibiIities foi the audit of the financial statements is Iocated on the'FRC’s website at:
‘www.fre.org. uk/aud|torsresponsrbll|tnes ThIS descrlptlon forms part of our auditors’ report.

‘Use of thus 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 thls report is shown or into whose hands it may come save
where expressly agreed by our prior consent in wntmg .

Other required reportmg

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are reduired to report to you if, in our opinion: *

¢ we have not obtamed all the information and explanatlons we require for our audit; or

e adequate accountmg records have not been kept by the company, or returns adequate for our audit have not been received
from branches not visited by us; or ;

e certain disclosures of directors’ remuneration specified by law are not-made; or
¢ the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report-arising from this respon5|bnllty.

/ﬁmo%\g waw@

Timothy Lawrence (Senior Statutory Audltor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London .

29 September.2022
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Financial statements

.Income statement for the year ended 31 December 2021

2021 2020
3 . ) . Nota US$'000 US$'000

income from group undertakings . .3 15,148 14,733
Interest expense to group undertakings . . . : 2 . - . (160)
Net operating income from group undertakings - . ) 15,149 14,573
Other operating expense . - : . (22) (329)
Net operating income - . : i © 15,127 14,244
General and administrative expenses . . 4 . . (7,893) (11,913)
Total operating expenses E . ) (7,893) (11,913)
Profit before tax . . . 7,234 2,331
Tax credit ) . . 7 - 29,322 28

Profit for the year ) ) 36,556 2,359

" All operations are continuing. There has been no comprehensive income or-expense other than the profit for the year as shown
above (2020: nil). . ) . . .
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'Balanée sheet at 31 December 2021
‘Registration No: 1889590

2021

2020
! Now us$'000 US$'000
Assets
Cash and cash equivalents 10 16,373 10,384
Amounts due from HSBC undertakings 5,769 3,694
Prepayments - . 83 123
. Other assets 686 —
Current tex assets .8 - 1,612 .
Intangible assets I L= 21
Deferred tax assets 9 29,374 -
Total assets 52,285 15,834
Liabilities and equity :
" “Liabilities v
Amounts due to HSBC undertakings 174 317
Amounts due to third party undertakings 89 51
Total liabilities - 263 - 368
Equity .
Called up share capltal 12 5,000 5,000
Retained earnings 47,022 10,466
Total equity . 52,022 15,466
Total liabilities and equity 52,285 - 15,834

The financial statements and its accompanying notes on pages 1 1 to 17 were approved by the Board of Dlrectors on

28 September 2022 and signed on its behalf by

73

Mark Alexander Trenavin-Body
Director '
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Statement of cash flows for the year endled 31 December 2021

2021 '2020
Noze US$'000 US$'000

Cash flows from operating activities
Profit before tax 7.234° 2,331
Adjustments for: )
Adjustments for amortisation of intangible assets 12 21 4,549
Cash received in respect of tax losses surrendered to other HSBC Group Compames . 1,612 (24)
Changes in amounts owed to HSBC and other group undertakmgs (2,878) (186)
Net cash generated from operating activities 5,989 6,670
Cash flows from financing activities
Changes in amoints owed to HSBC and other group undertakungs - (59,725)
Net cash generated from/(used in) financing activities - {59,725)
Net increase/{decrease) in cash and cash equivalents- 5,989 - (53,055)
Cash and cash equivalents brought forward 10,384 63,439
Cash and cash equivalents carried forward 16,373 10,384

2021 2020

) Us$'000 US$'000

Interest paid during the year (included within cash flows from financing activities) - 792
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Statement of c_hanges in equity for the year ended 31 December 2021

-Called up share

p Retained 9 Total equity .
. Us$'000 US$'000 US$'000
At 1 January 2021 5,000 10,466 15,466
Profit for the year - 36,556 36,556
Total prehensiv - 36,556 36,556
At 31 December 2021 5,000, 47,022 52,022 .
Called up share capital Retained earnings Total equity
US$'000 US$'000 US$'000
At 1 January 2020 5,000 8,107 13,107
Profit for the year - 2,359 2,359
Total comprehensive income for the year - - 2,369 2,359
5,000 10,466 - 15,466

At 31 December 2020

10
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Notes to the Financial Statements - : - .

1 Basis of preparation and significant accounting policies

The financial statements of the Company have been prepared in accordance with UK-adopted International Accounting Standards
and with the requirements of the Companies Act 2006 as applicable to companies reporting under those standards. The principal

accounting policies applied in the preparation of these financial statements have been consistently applied to all of the years
presented, unless otherwise stated.

1.1 Basis of preparation -
{a) Standards adopted during the year ended 31 December 2021

There were no new accounting standards or xnterpretatlons that had a sngnlflcant effect on the flnancual statements of the
Company in 2021. . .

(b) Future accounting develppments‘ .
Minor amendments to IFRSs

Certain new accounting standards, amendments to aceounting standards and interpretations have been published that are not
mandatory for 31 December 2021 reporting periods have not been early adopted. These standards, amendments interpretations
are not expected to have a material impact on the Company in the current or future reporting periods.

(c). Forelgn currencies

The functional currency of the Company is United States Dollars, which is also the presentational currency of the fmancnal
statements of the Company. Transactions in foreign currencies are recorded at the rate of evxchange on the date of the
transaction. Assets and liabilities denominated in foreign currericies are translated at the rate of exchange at the balance sheet
date except non-monetary assets and liabilities meastired at historical cost, which are translated using the rate of exchange at the
initial transaction date. Exchange dnfferences are included in othér comprehensive i income or in tha income statement dependmg
on where the gain or loss on the underlying item is recognlsed

{d) Presentatron of information

Capital disclosures under IAS 1 'Presentations of Flnancml Statements {'IAS 1) have been included in the Report of the Directors:
Capital Management on page 3. The financial statements present information about the company as an individual undertaking
and not ‘about its group. The financial statements have been prepared under the hlstoncal cost convention.

Ae) Critical accounting estlmates and judgements

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

Management's.selection of the Company's accounting policies that contain critical estimates and Judgements reflects the
- materiality of the items to which the policies are applied and the high degrée of judgement and estimation uncertainty involved.

{f) Going concern

The financial statements are prepared on a going concern basis, as the Dlrectors are satisfied that the Company have the
resources to continue in business for the foreseeable future. In making this assessment, the Directors have considered a wide
range of information relating to present and future condmons, mcludnng future prolectlons of profltablllty, cash flows, capital
requurements and capital resources. .

1.2 Summary of significant accounting policies
{a) - Income and expense
Interest income and expense

Interest income and expense for all fmancnal mstruments -excluding those classmed as held for trading or desugnated at falr value
are recognlsed in ‘Interest income’ and ‘Interest expense’ in the income statement using the effective interest method.

The effectlve interest rate is the rate that exactly discounts estimated future cash recelpts or payments through the expected life
of the financial instrument or, where appropnate a shorter perlod to the net carrying amount of the financial asset or financial "
liability.

Interest on credlt-lmpanred fmancnal assets is recognlsed using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

. Interest payahlp on borrowings is recogmsed in the income statement using the ‘effective mterest method.
Non-interest mcome and expense .. )
Income from group undertakings

Recharges are invoiced quarterly and the income |s recognlsed on an accrual basns in the period to which it relates The recharges :
are the fees charged for the use of software based on a predetermmed pricing model.

11
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. (b) Valuation of financial.instruments

All financial instruments are initially recognised at fair value. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date. The fair value of a financial
instrument on |nmal recognition is generally its transaction price (that is, the fair value of the consideration given or recelved)

. (c) Financial mstruments measured at amortised cost
Trade and other receivables

" Trade and other receivables include receivables originated by the Company which are not classified either as held for trading or
designated at fair value. Receivables are recognised when cash is advanced to a borrower. They are derecognised when either the
borrower repays its obligations or substantially all the risks and rewards of ownership are transferred. They are initially recorded at
fair value plus any directly attributable transaction costs ‘and are subsequently measured cost using the effective interest method,
less |mpa|rmcnt Iosses

Financial liabilities

Financial liabilities including amounts due to HSBC Group undertakings, are recognised when cash is advanced or contractual
arfrangements are entered. into and are normally derecognised when a loan is repaid or a liability is extinguished. Financial
liabilities are initially measured at fair value less any. transaction costs that are directly attributable to the purchase or issue.
Financial liabilities are recognised when the Company becomes party to the contractual provision of the.instrument. The Company -
derecognises the financial liability when the Company's obligations specified in the contract expire, are discharged or cancelled.
Subsequent to initial recognition, fmanmal |IabI|ItIeS are measured at amortised cost using the effecnve interest rate method.

(d) Tax

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

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

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

Current and deferred tax are- calculated based on tax rates and laws enacted, or substantlvely enacted, by the balance sheet date.

Critical-accounting estimates and Judgements

 The recognition of deferred tax asset relies on an assessment of the probability and sufficiency of future taxable profits , future reversals of
existing taxable temporary difference and ongoing tax planning strategies. In the absence of a history of taxable profits, the most significant
judgements relates to expected future profitability and to the applicability of tax planning strategies, including corporate reorganisations.
The recognition of deferred tax assets is sensitive to estimates of future cash flows projected for periods for which detailed forecasts are available
* and to assumptions regarding the long-term pattern of cash flows thereafter, on which forecasts of future taxable profit are based, and which
affect the expected recovery periods and the pattern of utilisation of accelerated capital allowances. In particular there is estimation on the period
over which the HSBC Group will continue to use the FTP software. See Note 9 for further details.

{e) Intangible assets

Intangible assets include software acquired by the Company as well as internally developed software. Intanglble assets are stated
at cost less accumulated amortisation and accumulated impairment losses and are amortised over their estimated useful lives.

Expenditure on internally developed software is recognised as an asset when the Company can demonstrate its intention to
complete the development of the software so that it will be available for use; its ability to its the software in a manner that will
generate future economic benefits; and can reliably measure the costs directly attributable to the software during'its
development. The cost of internally developed software comprises all directly attributable costs necessary to create, produce and
prepare the software to be capable of operatlng in the manner intended by management.

Subsequent expenditure is capitalised onIy when it increases the future economic beneflts embodied in the specnﬂc asset to
which it relates. -

Critical accounting estimates and judgements

Intangible assets are subject to impairment review if there are events or changes in circumstances that indicate that the carrying amount is
greater than the recoverable amount. The recoverable amount is the higher of an asset's (or Cash Generating- Unit’s) fair value less costs to sell
and 'its value in use. ’

Impairment testing involves significant judgement in determining the value in use, and in particular estimating the present values of future cash
flows the Company expects to derive from the asset. The calculation is based on assumptions that represent management's best estimate of the
range of economic conditions that will exist over the remaining useful life of the asset. The key assumption for both acquired and mternally
generated software relates to the level of fees that the Company can charge to HSBC Group companies.

Intangible assets are not yet ready for use are tested for nmpalrment annually. The impairment test may be performed at any time durmg the year,
provided it is performed at the same time every year. An lntangnble asset recogmsed during the current penod is tested before the end of the -
current year. . +
Amortisation for both acquired and internally developed software is recognised in the statement of comprehensive income on a straight hne
basns over flve years from the date that the intangible asset is avallable for use in line with the HSBC Group accounting pollcy

. .(f)' Called up share capital

Fmancual instruments issued are generally classified as equity when there is no contractual obligation to transfer cash or other
financial assets. Incremental costs. dlrectly attributable to the issue of equity instruments are shown in equity as a deductnon from
the proceeds net of tax :
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(9). Cash and cash equivalents

Cash and cash equivalents include highly hqmd 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.

Cash and cash equivalents represent balances in current accounts wnth a feliow HSBC Group subsndiary and are measured at
amortised cost.

2 .Interest expense to group undertakings

2021 2020

. US$'000 _US$'000
Interest expense paid to HSBC group undertakings : ' . : - . 160
3 Income from group undertakings

. 2021 ’ 2020

. us$'000 US$'000

Recharge income from HSBC group undertakings ) ’ . ) 15,149 14,733
4 General and administrative expenses

2021 2020

. UsS$'000 . US$'000

IT charges including software support fees . ) . 1,836 7.334

Amortisation of intangible assets - ‘ : 21 " 4,549

Auditors remuneration’ : 36. . 30

Year ended 31 December : . 7.893 11,913
7 Auditors remuneration Is the fees payable to PwC for the statutory audit of the fmancta/ statements.

5 Employee compensation and benefits
- The Company has no employees and hence no staff costs (2020: nil).
6 Directors emoluments

Norie of the Directors of the Company received any emoluments in respect of their services as Directors of the Company (2020:
nil). The Directors are employed by other companies within the HSBC Group and consider that their services to the Company are
incidental to their other responsnbllmes within the HSBC Group.

7. Tax '
Tax (credit) / charge

2021 2020

' US$'000 US$'000
Current tax
UK Corporation tax .
- For this year ) ) . - ’ 308
- Adjustments in respect of prior years . - it {308)
- Foreign exchange movements ] 147 )
- Other movements . . 4 -
Overseas tax . .
- For this year : ’ . 34 24
Total current tax . 52 . (28)
Deferred tax - - C )
- Origination and reversals of temporary differences : ) ' ’ B . (29,374) —
Total deferved tax . . : Co (28,374) -

Year ended 31 December . : (29,322) ) (28)

The UK corporation tax rate applying to the Company was 19% (2020: 19%).

An increase in the UK corporanon rate from 19% to 25% (effective 1 April 2023) was substantively enacted on 24 May 2021. Thns
will increase the company's future current tax charge accordingly. The deferred tax assets at 31 December 2021 has been
‘calculated based on these rates, reflecting the expected timing of reversal of the related temporary dlfferences (2020: 19%).

In September 2022, the UK qovernment announced that the increase in the main rate of UK corporation tax from 19% to 25%
from 1 April 2023 would be cancelled. As legislation to effect this change had not been subslantively enacted at the bolanco ehest
date, deferred tax balances have been measured using the rate of 25%. Had this change been substantively enacted at the
balance sheet date the recognised deferred tax asset would have reduced by USD$6,420k to USD$22,954k and the unrecognised
deferred tax asset would have decreased by USD$12,291k to USD$38,916k.

The Directors have assessed the likely availability of future taxable profits against which to recover the deferred tax assets of the
Company taking into consideration the reversal of existing taxable temporary differences and the forecasts of future business

" performance of the Company through the continued use of the FTP software by the Group. Accordingly,. it considered there to be
sufficient evidence of future taxable profits to support recognition of the Company’s Deferred Tax Assets ('DTA") on Accelerated
Capital Allowances of US$29,374k in 2021, The company has unrecogmsed deferred tax assets of USD$51 210k
(2020:USD$63,241k).in respect of mtanglble assets.

13



' HSBC Finance Transformation (UK) Limited

Tax reconciliation

2021 "~ 2020

. -US$'000 ) (%) US$'000 (%)
Profit before tax C 7,234 : 2,331
Tax at 19% (2020: 19%) : ! 1,374 19.00 443 19.00
Adjustment in respect of prior years T - . - o (308) (13.21)
Effects of overseas tax rules ’ ) 28 . 0.38 .19 0.82
Foreign exchange on tax balances : ) 14 0.19 : (52) (2.23)
Other movements . 4 0.06 - -
Deferred tax previously not recognised* o {30,742) (424.97) . (130) : {5.58)
Year ended 31 December . ] . {29,322) (405.34) (28) . {1.20)

*During the year capata| allowances of US$1 368k (2020: US$130k) were utilised. The remaining amount represents deferred tax
now recognised of US$29 374k.

8 .Current tax asset : -

2021 - 2020
. . . US$'000 US$'000
Group relief debtor L S 1,612

At 31 December =~ - o - 1,612

' 9 -Deferred tax

The following table shows the gross deferred tax assets recognised in the balance sheet and. the related amounts recogmsed in
the income statement

Other temporary differences

.2021 2020

- .. ' uss'o0o US$'000
At 1 January . " . - -
Incomie statement credit . : : . - 29,374 . -
At 31 December o . . . 29,374 . —

The Directors have assessed the likely availability of future taxable profits against which to recover the deferred tax assets of the
Company taking into consideration the reversal of existing taxable temporary differences and the forecasts of future business
performance of the Company through the continued use of the FTP software by the Group. Accordingly, it considered there to be
sufficient evidence of future taxable profits to support recognition of the Company’s Deferred Tax Assets ('DTA’) on Accelerated
Capital Allowances of US$29,374k in 2021. .

The key estimate is the cash flow forecast which underpins the recognition and extent of the DTA and the key judgement is that
the FTP asset will continue to be used by the group for the next 10 years. For each year that this estimate decreases the DTA
recognised would be reduced by US$2,937k. It should also be noted that the recognition of the DTA for the company is impacted
by future profit forecasts for the whole-of HSBC's UK tax group and changes in the assumptions for these forecasts could result in
a material increase in the DTA recognised by the Company in future periods.

10 Cash and cash equwa_lent_s

S

2021 © 2020
. - - Us$'000 - R * US$'000 .
Amounts held with other group undertakings . ' . 16,373 . 10,384

11 Fair value of financial inetruments not carried at fair value

There are no. matenal dlfferences between the carrying value and the fair value of financial assets and liabilities at 31 December
2021 and 31 December 2020
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12 Intangible assets

internally '
i software Us’oftwam Total
US$'000 Us$'c00 Us$'000
Cost
At January 2021 19,580 630,865 650,445
As at 31 December 2021 19,580 630,865 650,445
Accumulated amortisation i
At January 2021 19,580 - 630,844 650,424
Charge for the year . - 21 21
As at 31 December 2021 . 19,580 630,865 650,445 .
Net book value ) -
At January 2021 - 21 21
As at 31 December 2021 - - -
-Cost - .
At January 2020 19,580 630,865 650,445
As at 31 December 2020 19,580 630,865 650,445
Accumulated amortisation - L
At January 2020 19,580 626,295 645,875
Charge for the year - ’ 4,549 4,549
As at 31 December 2020 19,680 630,844 650,424
‘Net book value .
At January 2020 - 4,570 4,570
As at 31 December 2020 = 21" 21
" During the year impairment review was not performed on intangible assets as there were no indicators of impairment.
13 Called up share capital '
' "2021 i 2020
Number ' US$'000 Number US$'000
Issued, allotted and fully paid up . -
Ordinary shares of £1 each ' 3,295,005 5,000 3,295,005 5,000
As at 1 Jan and 31 Dec 3,295,005 5,000 - 3,295,005 5,000

In line with HSBC Group policy, the Company policy is to maintain’a strong capital base to support the development of its

" business at all times. The Company is not subject to regulatory capital requirements. Holders of ordinary shares are entitled to
receive dividends as declared from time to time and are entitled to one vote per share at meetings of the Company.

. 14 Analysis of financial assets and liabilities by measurement basis’
Financial assets and financial liabilities are measured on-an ongoing basis either at fair value or at amortised cost.

Financial
assets and
{liabilities)
at
amortised
. . cost Total
At 31 December 2021 US$'000 Us$'000
Assets
Cash and Cash equivalents 16,373 16,373
Trade and Other receiveables 6,455 6,455
Total financial assets . . 22,828 22,828
Liabilities ] T -
Amount due to HSBC group undertakings . ! 174 174
Amount due to third party undertakings . ) .89 89
Total financial liabilities 263 283
Financial
assets and
{liabilities) at
amortised .
. cost Total
At 31 December 2020 US$'000 US$'000
Assets C .
Cash and Cash equivalents 10.384 10,384
Trade and Other receiveables 3,694 3,694
Total financial assets 14,078 14,078
Liabilities
Amount due to HSBC group undertakings 317 317
Amount due to third party undertakings 51 51
368

Total fi ial liabilities

368
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15 Management of financial risk - -

All of the Company’s activities involve to varying degrees, the analysis, evaluation, acceptance and management of risks or
combination of risks. The most important types of risk include financial risk, which comprises credit risk, liquidity risk and market
risk. The management of financial risk and consideration of profitability, cash flows and capital resources form a key element in
the Directors’ assessment of the Company as a going concern. '

Credit risk management

Credit risk is the risk of fmancual loss if a customer or counterparty of the Company fails to meet a payment obligation under a
contract. )

The risk arises from transactions with HSBC undertakings. The management of credit is undertaken in compliance with the
Company recharge strategy. The Company operates within this and the credit risk exposures are reviewed and managed by the
senior management of the Company and the HSBC Group's Finance Exco. The maximum credit exposure of the Company is
limited to the carrying value of the dues from HSBC Group company. Balances are primarily with the HSBC Group and third party
and have low credit risk. None of the balances are past due or impaired.

quuldlty risk management

Liquidity risk is the risk that the Company does not have sufficient financial resourcés to meet obligations as they fall due or will
have access to such resources only at an_excessive cost. The risk arises from mismatches in the timing of cash flows.

The Company is funded through equity investment from the parent undertaking. The Company manages its liquidity through daily
review of its sterling currency bank balances. Monthly projections are made of balances twelve months forward usmg anticipated
transactions reviewed by management. .

The following is an analysis of undiscounted cash flows payable under vanous financial liabilities by remaining contractuaI
maturities at the balance sheet date:

Contractual - ’ Due within 3

Carrying value cash flows OnD d th Total

Us$'000 . Us$'000 | US$'000 . US$'000 US$'000

Amounts due to other group undertakings . ' ’ 174 174 - 178 174
Amounts due to third party undertakings : . 89 89 ) 89 - 89
At 31 December 2021 263 263 89 174 263

Contractual cash . Due within3 .

Carrying value flows On Demand months . Total
. Us$'000 US$'000 US$'000 UsS$'000 US$'000
Amounts due to other group undenakingsb E . 317 317 - 317 - 317
" Amounts due to third party undertakings ’ 51 51 51 - - 51
At 31 December 2020 . ’ 368 368 51 317 368

- . Market risk management

Market risk is the risk that movements in market factors mcludlng mterest rates, foreign exchange rates impact the Company s
income or the value of its portfollos .

Foreign exchange risk

" The Company is exposed to foreign currency risk on assets and liabilities that are denominated in a currency other than the US
dollar. The Company monitors its net exposure and attempts to minimise it where conditions permit. The Company does not
hedge against its net position.,

The Company maintains cash flow projections both of its US dollar and of |ts Pound Sterling obligations. It funds in US dollars and
Pound Sterling in order to maintain sufficient amounts of each currency to meet its obligations as they fall due.

Interest rate risk

_Interest rate risk is the risk that the value of an asset or liability will change due to a change m the absolute level of interest rates.
The Company held US$nil (2020: US$nil) as interest-bearing liabilities at the end of 2021. .

16 Related party transactions

2021 2020_

Balance at 31 Balance at 31
December December
. US$'000- US$'000
Assets ! .
Cash and cash equivalents - balances with HSBC undertakings : 16,373 10,384
Amounts due from HSBC Undertakmgs 5,769 3,694
Liabilities ’ )
Amounts due to other HSBC undertakings
- Trade and other payables ) . 174 317

Recharge income of US$15,149k (2020: US$14,733k) as shown in the income statement compnses fees charged to those
companies using the accounting platform.

Interest expense (on Interest-bearing loan from an HSBC Group subsidiarQ) was US$nil (2020: US$160k).

Intercompany expenses was US$3.4mn{2020: US$2 2mn) durmg the year of which US$174k (2020: US$317k) is included in the
. outstanding balances.
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17 Parent undertakmgs :
The immediate parent undertaking is HSBC Global Services lented the ultlmate parent undertaking is HSBC Holdlngs plc and

the largest group to consolldate these financial statements.
: Coples of the HSBC Holdlngs plc s consolldated financiat statements can be obtamed from:

HSBC-Holdings plc
8 Canada Square
London E14 5HQ
"United Kingdom
www _hsbc.com

18 Events after the balance sheet date -
No significant events affe;ting the’Company has occurred since end of the financial year
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