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HSBC Finance Transformation (UK) Limited

Strategic Report

Principal activities

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

During the year the Company continued its activity of operating an accounting and finance model for HSBC Holdings plc and its
subsidiaries (‘(HSBC Group’).

Review of the Company’s business

The Company has supported the Global Finance change programme that has been in existence since 2007. Its assets, most
notably, the Finance Transformation Platform ('FTP’), remains a core enabler of Global Finance's objective of providing a strong
control environment and improving efficiency.

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's activity is to manage and maintain the core FTP asset. It will receive tee income from those HSBC companies that
receive benefit from its usage.

The Company immediate parent undertaking is HSBC Global Service Limited and HSBC Holdings 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.

Key performance indicators

As the Company is managed as part of the global bank, there are no key performance indicators that are specific to the Company.
The key performance indicators are included in the annual report of HSBC 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 2020 stood at US$15,466k (2019: US$13,107k)

Principal risks and uncertainties

Under International Financial Reporting Standards ('IFRSs’), the Company is required to report on its risk exposure to price, credit,
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 and from a loan facility with another group 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 minimise it where conditions
permit, The Company does not hedge against its net position.

The credit risk is the risk of financial loss if a customer or counterparty 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
reputational risk is limited as primarily all transactions are with other group companies.

The operating 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 ot any decision in the
long term; (ii) the interests of the company's employees; {iii) 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 reputation for high 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
wae serve. During 2019, 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 stakehalders will help deliver the Company's
strategy in line with its long-term values, and operate the business in a sustainable way.

The Board is committed to effective engagement with its stakehoiders. 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 stakeholiders, 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 decisian it makes will necessarily result in a positive outcome for all
stakeholders.

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 operational level.




HSBC Finance Transformation (UK) Limited

The majority of decisions made by the Board during the year are deemed to be routine in nature and are taken on & cyclical basis.
The directors turther 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 . ==

N

Mark Alexander Trenavin-Body
Director

22 September 2021
8 Canada Square

London E14 5HQ
United Kingdom




HSBC Finance Transformation (UK) Limited

Report of the Directors

Directors

The Directors of the Company who were in office during the year and up to the date of signing the financial statements were as
follows:

Namo Appointod . _ Rosignod
James Stuart Elder ) - 7 5 ;\ugusl 2020 . )

lain Mackinnon o ’ ) 24 October 2011 ) 4 August 2020
Mark.Peter Winson-Paarce 2 March 2009 4 August 2020
Karsten Olaf Theim ] . 25 November 2020

Mark Alexander Trenavin-Body _ ' 25 Novembar 2020 i - ]

Andrea Maria Colin ~ - 3 August 2020 25 Nov;mbsr 2022
Michael Steward Henley - 3 August 2020 13 November 2020

The Articles of Association 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 of approval of the financial
statements but have not been utilised by the Directors. Additionally, all Directors have the benefit of Directors' and officers’
tiability insurance.

Dividends

The Directors do not recommend the payment of a dividend in respect of the year ended 31 December 2020 (2019: nil).
Significant events since the end of the financial year

No significant events affecting 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 has the resources
to continue in business for the foreseeable future. In making this assessment, the Directors have considered a wide range of
information relating to present and future conditions, together with future projections of profitability, cash flows and capital
resources.

Financial risk management

The financial risk management objectives and policies of the Company, together with an analysis of the exposure to such risks,
are set out in Note 15 of the Notes on the financial statements.

Capital management

The Company defines capital 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 management during the year.

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

independent auditors

PricewaterhouseCoopers LLP {'PwC’) are the external auditors to ihe Company. PWC have expressed their willingness to continue
in office and the Board recommends that PwC be re-appointed as the Company's auditors.




HSBC Finance Transformation (UK) Limited

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 requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the financial statements in accordance with internatianal accounting standards in conformity with the requirements of
the Companies Act 2006.

Under company law, directors must not 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 loss of the company for that period. In preparing the financial
statements, the directors are required to:

* select suitable accounting policies and then apply them consistently;

. state whether applicable international accounting standards in contormity with the requirements of the Companies Act 2006
have been followed, subject to any material departures disclosed and explained in the financial statements;

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

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

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

The directors are responsible for keeping adequate accounting 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 enable 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’ Report is approved:
¢ so far as the director is aware, there is no relevant audit information of which the company's auditors are unaware; and

* they have taken all the steps that 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 auditars are aware of that information.

On behali of the Bo.

Mark Alexander Trenavin-Body
Director
22 September 2021

8 Canada Square
London E14 5HQ
United Kingdom




HSBC Finance Transformation (UK) Limited

Independent auditors’ report to the members of HSBC Finance
Transformation (UK) Limited

Report on the audit of the financial statements
Opinion
In our opinion, HSBC Finance Transformation (UK) Limited's financial statements:

s give a true and fair view of the state of the company's affairs as at 31 December 2020 and of its profit and cash flows for the
year then ended;

* have been properly prepared in accordance with international accounting standards in conformity with the requirements of the
Companies Act 2006; and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Repoh and Financial Statements (the “Annual Report”),
which comprise: the balance sheet as at 31 December 2020; the income statement, 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.

Basis for opiriion

We concducted our audit in accordance with International Standards on Auditing (UK) (“1SAs (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, and we have fulfilled our other ethical responsibilities
in accordance with these requirements.

Conclusions relating to going contemn

Based on the work we have performed, 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 going 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 going concern basis of accounting in the
preparation ef the financial statements is appropriate.

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

QOur responsibilities and the 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. Qur 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 respcnsibility is to read the other information and, in doing so.
consider whether the otherinformation is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If we identfy an apparent materiat 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. It, 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 Report of the Directors , we also considered whether the disclosures required 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.

Strategic 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 Report
of the Directors for the year ended 31 December 2020 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 ary material misstatements in the Strategic report and Report of the Directors.




HSBC Finance Transformation (UK) Limited

Raspansibilities for the financial statomaonts and the audit
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, the directors are responsible for assessing the company’s ability to continue as a going
concern. disclosing, as applicable, matters related to going concarn and using the going concern basis of accounting unless the
directors either intend to liquidate the company or to cease operations, 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 a8 whole are free from material
misstatement, whether due 10 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, Mjsstatements 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 ot 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 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 the UK tax legislation, and we considered the extent to which non-compliance 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 the Companies Act 2006. We evaluated management’s incentives and opportunities for fraudutent 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 manipulate financial performance and management bias in accounting estimates. Audit
procedures performed by the engagement team included:

* identifying and testing journal entries posted that have greater risk of fraud such as those posted post year end and
backdated, posted by unexpected users, or those posted using unexpected account combinations. We also incorporated an
element of unpredictability into 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 examp'e, forgery or intentional misrepresentations, or through

collusion.

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/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this 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 whcm this report is shown or into whose hands it may come save
where expressly agreed by our prior consent in writing.

Other required reporting

Companios Act 2006 exception raporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
* we have not obtained all the information and explanations we require for our audit; or

¢ 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

* cenrtain 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 responsibility.

ﬂal&o Lomrwa-

Timothy Lawrence (Senior Statutory Auditor)

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

22 September 2021




HSBC Finance Transformation (UK) Limited

Financial statements

Income statement for the year ended 31 December 2020

2020 2019

Notw us$'000 US$'000

Inté P to group undertaki 2 (160) {1.741)
income from group undertakings 3 14,733 16,581
f\let operating income from group undertakings 14,573 14,840
Other operating (expenselfincome 329) 176
Net operating income 14,244 16,016
Gt ral and admini iv p 4 11,913) (33,664)
Total operating cxpenses 11,913) (33,664)
Profit/ (loss) before tox’ 2,331 (18,648)"
Tax credit/{expense) i 7 28 (53.269)
Profit/ (loss) for the year 2,359 {71,917

All operations are continuing, There has been no comprehensive income or expense ather than the profit for the year as shown
above (2019: nil). .




HSBC Finance Transformation (UK) Limited

Balance sheet at 31 December 2020
Registration No: 1889590

2020 2019

Nota uss'eoo UsS$'000
Assets ]
Cash and cash equivalents 10 10,384 63,439
‘Amounts due (rom HSBC undertakings 3,694 3,655
Prepayments 123 200
Current tax assets 8 1,612 1,560
Intangible assets 12 21 4,570
Total assets 15,834 73,424
Liahilitics and oquity
Liobilities
Amounts due to HSBC undertakings 317 60.042
Amounts due to third party undertakings 51 275
Yotal liakilitios 368 60,317
Equity
Called up share capital 12 5,000 5,000
Retained earnings 10,466 8,107
Total equity 15,466 13,107
Total lahilities and equity 15,834 73,424

The financial statements and its accompanying notes on pages 11 to 18 were approved by the Board of Directors on 22

September 2021 and signed on its behalf by:

e e ~

Mark Alexander Trenavin-Body
Diractor




HSBC Finance Transformation (UK) Limited

Statement of cash flows for the year ended 31 December 2020

2020 2019
Note us$'c00 US$'000
Cash flows from operating activities T
Profit/(loss) bofore tax 2,331 {18,648}
Adjustments for:
Adjustments for amortisation of intangible assets 2 4,549 17,204
Cash received in respect of tax lossas surrendered to other HSBC Group Companies 28y 1,848
Changes in amounts owed to HSBC and other group undsrtakings : {186) 5,679
Nect cash generated from operating activities 6,670 6,083
Cash flows from financing activitics
Changes in amounts owed to HSBC and other group undenakings {59,725) {48,928)
Proceeds from issuc of share capital and premium &) - 55,000
Net cash gencrated from financing activities T {59,725} 6,072
Net increase in cash and cash equivalents (53.055) 12155
Cash and cash equivatents brought forward . _ 63,439 51,284
Cash and cash cquivalents carricd forward } T 10,384 63,439
2020 2018
US$'000 USs$'000
Intorest paid during the year (included within cash flows from financing activities) 792 2.561
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Statement of changes in equity for the year ended 31 December 2020

Called up charo . Rotained
eopital  Sharo Promi carnings Yotal oquity
) Us$'o00 US$'000 uSs$'000 Uss'o00
At 1 Jan 2020 5,000 - 8,107 13,107
Profit for the year - - 2,359 2,359
Total camprehensive income for the year - - 2,359 2,359
New shares issued - - - -
Othor movements - - - -
At 31 Dec 2020 5,000 - 10,466 '15,466
{Accumulated
Called up share . losses)/ Retained.
capital Share Premium camnings Total equity
) US$'000 US$'000 US$'000 US$'000
At 1 Jan 2019 5,000 100,000 {14.976) 30,024
Loss for the year - — {11.917) (71,917)
Total comprehansive expensa for the year - - (71.917) (71,90
New shares issuad - 55,000 - 55,000
Other movements - {155.000) 165.000 -
At 31 Dec 2019 . 5,000 - 8,107 13,107

In December 2019, the Company etfected a capital reduction by cancelling its share premium which stood at US$155,000k and
converting to reserves, No such transactions have taken place in the year ending December 2020.

10




HSBC Finance Transformation (UK) Limited

Notes on the financial statements

1 Basis of preparation and significant accounting policies

The financial statements of the Company have been prepared in accordance with the Companies Act 2006 as applicable to
companies using International Financial Reporting Standards {'IFRSs’). 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 preparatian

{a) Compliance with Intermational Financial Reporting Standards

Standatds adupted dunen the yoar ended 31 Cecembier 2020

RS adopitrons

Interest Rate Benchmark Reform Phase 2: Amendments to IFRS 3, IAS 39, IFRS 7 issued in August 2020 represents the second
phase of the IASB's project on the effects of interest rate benchmark reform, addressing issues affecting financial statements
when changes are made to contractuat cash flows and hedging relationships as a result ot the reform.

Under these amendments, changes made to a financial instrument measured at other than fair value through profit or loss that
are sconomically equivalent and required by interest rate benchmark reform do not result in the derecognition or a changs in the
carrying amount of the financial instrument, but instead require the effective interest rate to be updated to reflect the change in
the interest rate benchmark. In addition, hedge accounting will not be discontinued solely because of the replacement of the
interest rate benchmark if the hedge meets other hedge accounting criteria.

These amendments apply from 1 January 2021 with early adoption permitied. The Company does not carry out hedge
accounting and there was no impact on the financial statements from the adoption of this standard.

The financial statements have been prepared under the historical cost convention. All amounts have been rounded to nearest
thousand unless otherwise stated.

{b) Future accounting developments
Mipor gsnendmients to IFRSS
The IASB has not published any minor amendments effective from 1 January 2021 that are applicabte to the Company. However,

the IASB has published a number of minor amendments to IFRSs that are effective from 1 January 2022 and 1 January 2023.
Company expects they will have an insignificant effect, when adopted, on the financial statements of the Company.

{c) Foreign currencies

The functional currency of the Company is US dollars, which is also the presentational currency of the financial statements of the
Company.

Transactions in foreign currencies are recorded at the rate of exchange on the date of the transaction. Assets and liabilities
denominated in foreigh currencies are translated at the rate of exchange at the balance sheet date except non-monetary assets
and liabilities measured at histarical cost, which are translated using the rate of exchange at the initial transaction date. Exchange
differences are included in other comprehensive income or in the income statement depending on where the gain or loss on the
underlying item is recognised. .

{d) Critical accounting estimates and judgements

The preparation of financial information requires the use of estimates and judgements about future conditions. In view of the
inherent uncertainties and the high level of subjectivity involved in the recognition or measurement of items, 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 ditfer 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 degree of judgement and estimation uncertainty involved.
(e} 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 busi for the for ble future. In making this assessment, the Directors have considered a wide range 5f
information relating to present and future conditions, together with future projections of profitability, cash flows and capital
resources.

1
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HSBC Finance Transformation (UK) Limited

Cical am.ounimg astimates md pulqem( tHS

lntangmb asaots are sub;ect to impairment roview if there are ovents or changes in mrcum:nencos !hat mdncate that tho canymg amoum is

9 than the reco! ble amount. The recoverablo amount is the highor of an asset’s {or Cach Genorating Unit's) fair value less costs to sall
and its value in uge,

Impairmgnt testing involves significant judgement in determining the value in uge, ond in particular estimating the prasont values of future cash
flows tho Company expects to derive from the asset. The calculation is baced on assumptions thot represent management's bost estimato of the
range of economic conditions that will exist ovar the remaining useful life of the asset. The key assumption for both acquired and intemally
generated software relates to the level of fees that the Company can chargo to HSBC Group companies.

Intangibls asssts are not yet ready for use are tested for impairment annually. The impairment tast may be performed at any time during the year,
provided it i3 porformed at the same timo ovory year. An intangible ascet recognised during tho current period is tested before the end of the
current year.

Amonisation for both acquired and internally developed software is recognised in the ttatement of comprohensivo income on a straight line
basis over five years fram the date that the intangible asset is available for use in line with the HSBC Group accounting po(lcv

(f) Called up share capital

Financial instruments issued are generally classified as equity when there is no cantractua! obligation to transfer cash or other
financial assets. Incremental costs directly attributable to the issue of equity instruments are shown in equity as a deduction from
the proceeds, net of tax.

{g) Cash and cash equivalents

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.

Cash and cash equivalents represent balances in current accounts with a fellow HSBC Group subsidiary and are measured at
amortised cost.

(h) Statement of cash flows

The statement of cash flows has been prepared on the basis that, with the exception of tax related transactions which are
classified under ‘Operating activities’, movements in inter-company transactions are shown under the heading of ‘Financing
activities'. Such movements arise ultimately from the Company’s financing activities, through which the Company will acquire
resources intended to generate future income and cash flows.

2 Interest expense to group undertakings

2020 2019

uss'ooo US$000

interest expense paid to HSBC group undenakings 160 1.741

3 Income from group undertakings

2020 2019

US$'000 Uss$'000

Recharge income from HSBC group undortakings L e L ... 1733 ___ 16,581
4 General and administrative expenses

2020 2019

) Uss$'000 US$000

IT chargesiincluding sofiware supportfees et e i - . 17334 16879

Amortisation of intangible 8ssels ) 4,549 12,204

_Auditors remuneration e 8 28

R h and Develop Expenditure Credit amount - (447)

Year cndod 31 Dee 11,913 33,664

5 Employee compensation and benefits
The Company has no employees and hence no staff costs {2019: nil).

6 Directors emoluments

None of the Directors of the Company received any emoluments in respect of their services as Directors of the Company (2019:
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 responsibilities within the HSBC Group.
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HSBC Finance Transformation (UK) Limited

7 Tax
Tax (credit) / charge
2020 2019
US$'000 US$ 000
Current tax

UK Comaration-tax

- For this year 308 (1,507)

- Adjustments in raspect of prior years {308) 170

- Foreign exchange movements (52) "G
Oversooas tax )

- For this year - 24 226
Total current tax B (28) 11.495)
Deferred tax
-« Origination and reversals of temparary differences - (85)

- Effects of changes in tax rates - (6.443)

- Derecognition of deferred 1ax on RDEC - 61,292
Total defcrred tax - 54,764
Ycar ended 31 Dce {28) 53,269

The UK corporation tax rate applying to the Company was 19% (2019: 19%).

A reduction in the main rate of UK corporation tax to 17% with effect from 1 April 2020 was enacted in the Finance (No2) Act
2016 on 6 September 2016. However, in the UK budget on 11 March 2020, it was announced that the cut in the tax rate to 17%
will not accur and the UK Corporation Tax Rate will instead remain at 13%.Subsequently, in the March 2021 Budget it was
announcad that legislation will be introduced in Finance Bill 2021 to increase the main rate of UK corporation tax from 19% to
25%,effective 1 April 2023, As substantive enactment took place after the balance sheet date, deferred tax balances at 31
December 2020 continue to be measured at 19%.

The company has unrecognised deferred tax assets of $63,241k(2019:$54,764k) in respect of intangible assets and $nil {2019:
$308k} in respect of the Research and Development Expenditure Credit (RDEC).

Management has assessed the likely availability of future taxable profits against which to recognise the company’s potential
deferred tax asset, taking into consideration the company's history of tax losses and forecasts of its future business performance.
Management considers that, although the company has recognisaed a profit in the current period, there is insufficient evidence of
future taxable profits to support recognition of a deferred tax asset at this time.

Tax reconciliation

2020 BT I
US$’000 (%) US$'000 (%}
Profit/(loss) before tax 2,331 (18,648)
Tax at 19% {2019: 19%) 443 19.00 {3.543) 19.00
Adjustment in respect of prior years {308) {13.21) 85 (0.46)
Effects of overseas tax rules 19 0.82 183 (0.98)
Foreign exchange on tax halances ) (52) 2.23) (384) 2.06
Impact duo to chonges in tox rates P _ - - N 6.443) 3455
Non-taxable income and gains - - ) (85) _. 046
Defered tax not recogmised T T80 TTGs8) 0 @345 T (340328)
Vear ended 31 Doc " ) 128) {1.20) 53,269 1286.65)
8. Current tax assets
2020 2019
) . _ USS'000 USs'000
“Grouprefief debtor | T o T o 1812 1560
At 31 Dec 1,612 1,560

9 Deferred tax

The tollowing table shows the gross deferred tax assets recognised in the balance sheet and the related amounts recognised in
the incomne statement;

Othet temporary dit{erancos

2020 2018

USS5'000 USs$'000

At 1 Jan 2020 R X B . _ o . . - _ 54764
income staiementcharge -~ _ _ ~ " T U7 Tt T Tt T T T saied

AT 31 Doc 2020 B - ” T - -
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HSBC Finance Transformation (UK) Limited

10 Cash and cash equivalents

2020 2019
US$'ao0 US$'000
Amounts held with other group undertakings 10,384 63,439

11 Fair value of financial instruments not carried at fair value

There are no material differences between the carrying value and the fair value of financial assets and liabilities at 31 Decamber
2020 and 31 December 2019,

12 Intangible assets

Intornally
gonorated Purchossd

softwaro software Total

UsS$'000 Uss$'000 Us$'600
Cost
At 1 Jan 2020 630,865 19,580 650,445
As at 31 Dec 2020 630,865 19,580 650,445
Accumulated amortisation
At 1 Jan 2020 626,295 19,580 645,875
Charge for the year 4,549 = 4,549
As at 31 Dcc 2020 630,844 19,680 650,924
Net book value
At 31 Dec 2019 4,570 - 4,570
As at 31 Dce 2020 21 - 21
Cost o ——
At 1 Jan 2019 630,865 79,580 650,445
As at 31 Cec 2019 630,865 19,580 650,445
Accumulated amortisation
At 1 Jan 2019 609,091 19,580 628,671
Charga for the year 17,204 - 17.204
As at 31 Dec 2019 626,295 19,580 645,876
Net book value
At 31 Dec 2018 21,774 - 21,774
As at 31 Dec 2019 4,570 — 4570

During the year impairment review was not performed on intangible assets as there were no indicators of impairment.

13 Called up share capital

2020 2019
Numbor Uss'o00 Numbar Us$'000
issued, allotted and Tully paid up T T T T ) - -
Ordinary shares of £1 each 3,295,005 5,000 3,295,008 5,000
As ot 1 Jan and 31 Dec -7 3,295,005 5,000 3,295,005 75,000

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.

15
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14 Analysis of financial assets and liabilities by measurement basis
Financial assets and finarcial liabilities are measured on an ongoing basis-either at fair value or at amortised cost.

Finangial
assots and
(hiabllitiss)
at
amortisod
cost Yotal
At 31 Dec 2020 uss'oco US$'000
Asgsets
Cash and Cash equivalents 10,384 10,384
Trade and Other receivables 3,694 3,694
Total financiol assets 14,078 14,078
Liahilities _
Amount owed to other group companies 317 317
Amount owed to third party undentakings. 51 51
Total financial liabilities 368 368
Financial
ossets and
(fiabilities) at
amortised
cost Totwal

Aedbec20ty
Assets

US$000  US$000

Cash and Cash equivalants ~ 83439 63439
Trade and Other receivables T TUTTTTTo T TOT MmO TTT TN T TTTTTRERS 3,685
“Total financial assets T TmmTmooTTTmTm s mnmm meme - 67,094 67,094
Liobilities - .
Amount owed to other group companies T T T mmm T e T “GO_OW " 60042
Amount owed to third party undertakings e 275 278
Total fi ial liabilities 60,317 60.317

15 Nanagement 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 typas 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 elemsnt in

the Directors’ assessment of the Company as a going concern.

Credit rislt management

Credit risk is the risk of financial 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.
Liquidity risk management

Liquidity risk is the risk that the Company does not have sufficient financial resources 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 using anticipated

transactions reviewed by management.
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The following is an analysis of undiscounted cash flows payable under various financial liabilitias by remaining contractual
maturities at the balance sheet date:,

Carrying  Contractual Buowithin  Duo batwoon
value  cashflows OnD: ] 3 th 3-12 montt Total
US$'000  USS'000  US$'000  US$'Q00 Us$'000  US$'000
Amounts due to Ultimate parent undertaking - - - - - -
Amounts due 10 other group undertakings 317 317 - 317 - 317
Amountsdue from third party undertakings 51 51 51 - - 51
At 31 Dec 2020 368 368 51 317 ) - 368
Carrying  Contractual Due within 3 Due between
volie ‘cash flows  On Demend months 3-12 months Total
USS$'000 US$'000 US$'000 US$'000 US$'000 US$'000
Amounts due to Ultimate parent undertaking : 4,244 4,244 - 4,244 - 4,244
Amounts due to other group undertakings 65,798 65,798 - 167 55,631 55,798
Amounts due from third party undertakings 215 275 275 - - 275
A131 Dec 2019 60,317 60,317 275 4,411 55,631 60,317

Market risk management

Market risk is the risk that movements in market factors including interest rates, foreign exchange rates impaci the Company’s
income cr the value of its portfolios.

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 prajections both of its US dollar and of its Pound Sterling obligations. t 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 in the absolute level of interest rates.
The Company held US$nil (2019: US$55,000k) as interest-bearing liabilities at the end of 2020.

16 Related party transactions

2020 2019
Bafanco at 31 ‘ Balanca at 31
D b i} b
ussg'coo USs$'000
Assots
Cash and cash equivalents - balances with HSBC undertakings 10,384 63,439
Amounts due from HSBC undertakings 3.694 _ 3655
Amount due from ulitimato parent undertaking
-Trade receivables - 2,229
Liabilities
Amounts due to ultimate parent undertaking
- Trede pavables - 6,473
Amounts due to other MSBC undertakings
- Interest-bearing loan - 65,000
- Trade and other payables 317 _798

Recharge income of US$14,733k (2019: US$16,581k) as shown in the income statement comprises fees charged to those
companies using the accounting platform.

Interest expense {on Interest-bearing loan from an HSBC Group subsidiary) was US$160k (2019: US$1,741k) during the year of
which US$nil {2019: US$631k) is included in the outstanding balances.

Intercompany expenses (from related HSBC Group entities, which by error were omitted to be stated in prior year) was US$2.2mn
{2019: US$9.7mn) during the year of which US$317k (2019: US$798k) is included in the outstanding balances.
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17 Parent undertakings

The immediate parent undertaking is HSBC Global Services Limited , the ultimate parent undertaking is HSBC Holdings plc and
the lar_geSt group to consolidate these financial statements,

Copies of the HSBC Holdings plc's consolidated financial statements can be obtained 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 affecting the Company has occurred since end of the financial year.
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