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'tHSBC Global Resourcing (UK) Limited ‘
REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2011
The directors present their directors’ report and financ:al statements for the year ended 31 December 2011
Principal Activities

HSBC Global Resourcing (UK) Limited (the “Company”) provides corporate governance, direction and a
framework within which services could be provided to business partners (BPs) (HSBC group entities) by the Group
Service Companies {GSCs) The Company’s role 1s to manage operational risks 1n respect of the service provision
to the BPs, optimise the use of capacity and capability of the GSCs ensuring consistency, service quality control and
promoting best practice across the GSCs

Principal Place of Business

The Company 1s incorporated and domiciled m England and Wales Its registered office 1s 8 Canada Square, London,
El14 SHQ The Company 1s a wholly owned subsidiary of HSBC Overseas Holdings (UK) Limited

BUSINESS REVIEW
Performance and position

The results and position of the Company for the year ended 31 December 2011 and the state of the Company’s
affairs at that date are set out on pages 7 to 31

The results of the Company show a pre-tax profit of US$8 million (2010 US321 million) During the year, the
Company earned dividend income from its subsidiaries of US$5 milhion (2010 US$3 muillion)

The Company had a net equity position of US$210 nulhon for 2011 (2010 US$206 million) Investment
subsidiaries had decreased by US$1 million The reduction was attributable to the US$15 million impairment loss
recognised for HSBC Service Delivery (Czech Republic) sro which net-off the effect of capital injection mto
HSBC Service Dehivery (Czech Republic) sro and HSBC Electronic Data Service Dehvery (Egypt) SAE of
US$2 mullton and US$5 milhon respectively, and US$7 mullion provision of committed capital injection for
busimness closure of HSBC Service Delivery (Czech Republic)

Future development
No change on the Company’s activities 1 anticipated, but the Directors keep opportunities under regular review
Principal risks and uncertainties

The Company 15 subject to the risks of the performance of 1ts subsidiaries which couid result in impairment of these
investments All subsidiaries except HSBC Service Delivery (Czech Republic) sro have shown a favourable
growth 1in 2011 Due to group restructuring, the management has decided to wind down HSBC Service Delivery
(Czech Republic) sro and consohdate its European operations into HSBC Service Dehivery (Polska) Sp zoo
Hence, the impatrment loss recognised for HSBC Service Delivery (Czech Republic} sro

The management of the business and the execution of the Company’s activities are subject to a number of financial
risks These risks are stated 1n note 16 of the financial statements and are mitigated by the Company’s management
policies

Key performance indicators (“KPIs”)

The Company has significant mvestment in subsidiaries and derives 1ts income from dividends which 1s one of the
main wmdicators of 1ts performance Return on equity 1s another key performance indicator, which shows a decrease
in 2011 to 2% (2010 8%) Apart from these measures, given the straightforward nature of the business, the
Company s Directors are of the opmion that analysis using other KPls 15 not necessary for an understanding of the
development, performance or position of the business




HSBC Global Resourcing (UK) Limited

REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2011 {continued)

Dhvidends

The Directors do not recommend the payment of a dividend n respect of the financial year ended 31 December
2011 (2010 ml)

Directors
The Directors who served during the year were as follows

John David Coleman (appointed on 1 January 2009)
Vidya Balasubramaman (appointed on 1 January 2009)
John Bannister Hackett (appoimnted on 1 January 2010}
Rumi Pervez Contractor (resigned on 30 November 2011)
Peter James Momll (resigned on 27 November 201 1)
Zarir Jal Cama (resigned on 25 November 2011)

Robin Douglas Jones was appointed as a Director on 14 March 2012

The Articles of Association of the Company provide that i certain circumstances the Directors are entitled to be
indemnified out of the assets of the Company agamst claims from third parties 1n respect of certain liabilities arising
n connection with the performance of their functions, 1n accordance with the provisions of the Companies Act 2006
Indemnity provisions of this nature have been in place during the financial year but have not been utilised by the
Directors

Financial Instruments

The financial risk management objectives and policies of the Company are set out m note 16 to the financial
statements

Under International Financial Reporting Standards (“IFRSs”), the Company 1s required to teport on 1ts exposure to
price, credit, market, hquidity and cash flow nisk with regard to its financial investments The Company has no
significant exposure to price, credit, market, liquidity and cash flow risk due to the nature of the Company’s
busmess, which 1s predommantly the existence of a natural hedge posttion, which 15 purchasing services from
companies of the HSBC Group and billing these services to other HSBC Group entities

Overseas Branches

Outside the United Kingdom, the Company has a branch office in Malaysia

Supplier Payment Policy

The Company does not subscribe to any code or standard on payment practice It i1s the Company’s policy, however,

to settle the terms of payment with those suppliers when agreeing the terms of each transaction, to ensure that those
suppiiers are made aware of the terms of payment, and to abide by the terms of payment

During the year, the Company recerved goods and services from principally Group undertakings Part 5 of Schedule
T of the Large and Medwm-sized Compantes and Groups {Accounts and Reports) Regulations 2009, setung out
reporting requirements in reiation to the policy and practice on payment of creditors 1s, therefore, not apphcable




« HSBC Global Resourcing (UK) Limited
REPORT OF THE DIRECTORS FOR THE YEAR ENDED 31 DECEMBER 2011 {continued)
Disclosure of information to the auditor

Each person who 1s a Director at the date of approval of this Directors’ Report confirms that, so far as each Director
15 aware, there 15 no relevant audit information of which the Company’s Auditor 1s unaware and each Director has
taken all the steps that he or she ought to have taken as a Director in order to make himself or herself aware of any
relevant audit information and to establish that the Company’s Auditor are aware of that imformation This
confirmation 15 given pursuant to section 418 of the Compantes Act 2006 and should be interpreted 1n accordance
therewith

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG
Audst Plc will therefore continue in office




HSBC Global Resourcing (UK) Limited -

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE DIRECTORS’ REPORT
AND THE FINANCIAL STATEMENTS

The following statement, which should be read in cenjunction with the Auditor s statement of their responsibilities,
1s made with a view to distinguishing for the shareholder the respective responsibilities of the Directors and of the
Auditor 1n relation to the financial statements

The Directors are responsible for preparing the Directors’ Report and the financial statements in accordance with
applicable law and regulations

Company law requires the Directors to prepare company financial statements for each financiat year The Directors
are required to prepare company financial statements n accordance with International Financial Reporting Standards
(“IFRSs™) as adopted by the European Union ( ‘EU”) and have elected to prepare the financial statements on the
same basis

Under company !aw the 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 their profit or loss for that period In preparing the
company financial statements, the Directors are required to

»  select suitable accounting policies and then apply them consistently,
*  make judgments and estimates that are reasonable and prudent, and
s state whether they have been prepared in accordance with IFRSs as adopted by the EU

The Directors are required to prepare the financial statements on the going concern basis unless 1t 1s not appropriate
Since the Directors are satisfied that the Company has the resources to continue m business for the foreseeable
future, the financial statements continue to be prepared on a going concern basis

The Dhrectors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the Company and enable them to ensure that its financial statements comply with the
Companies Act 2006 They have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the Company and to prevent and detect fraud and other irregulanities

By order of the board

#ﬂlw;ﬂm"”g

Hannah Shepherd
Secretary

HSBC Global Resourcing (UK) Limited
Registered Number 5639234
Registered Office

8 Canada Square

London

El4 5HQ

Dated 15 August 2012
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- HSBC Global Resourcing (UK) Limited

Independent auditors’ report to the members of HSBC Global Resourcing (UK) Limited

We have audited the financial statements of HSBC Global Resourcing {(UK) Limited (“the Company’”) for the year ended
31 December 201} set out on pages 7 to 31 The financial reporting framework that has been applied in their preparation 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the EU

This report 1s made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose To the fullest extent
permutted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members, as a body, for our audst work, for this repert, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explamed more fully in the Directors' Responsibihities Statement set out on page 4, the Directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and far view Our
responsibility 1s to audit, and express an opimion on, the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit opinion

A description of the scope of an audit of financial statements 1s provided on the APB's website at
www frc org uk/apb/scope/private cfm

Opinion on financial statements
In cur opinion the financial statements

s give a true and fair view of the state of the Company’s affairs as at 31 December 2011 and of its profit for
the year then ended,

s have been properly prepared n accordance with IFRSs as adopted by the EU, and

»  have been prepared i accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements




HSBC Global Resourcing (UK) Limited

Independent auditor’s report to the members of HSBC Global Resourcing (UK) Limited (continued)

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requures us to report to
you 1f, in our opinion

-

adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors' remuneration specified by law are not made, or

we have not recerved all the information and explanations we require for our audit

/

Jonathan Bingham (Senior Statutory Auditor)
For and on behalf of KPMG Audit Ple, Statutory Auditor
Chartered Accountants

London, England RS Au{jml' 2,0 A



« HSBC Global Resourcing (UK) Limited

Statement of Comprehensive Income
for the year ended 31 December 2011

Note 2011 2010
US$'000 US$’000
Revenue 13 790,804 713,364
Cost of services purchased I3 (741,493) (676,1135)
Gross profit 49,309 37,249
Dividend income 3 4,744 2,750
Other operating income 2,823 1,703
Administrative expenses 4-6 (47,766) (21,198)
Exchange (loss)/gain (804) 530
Operating profit 8,306 21,034
Interest income 181 103
Interest expense - (93)
Profit before income tax 8,487 21,044
Tax expense 7 (5,280) (5,451)
Profit after tax 3,207 15,593
Other comprehensive Income, net of iIncome tax
Foreign currency translation differences for foreign operations (141) 293
Fair value reserve (available-for-sale financial assets)
Net change n fair value - 23
Other comprehensive (expense)/income for the period, net
of Income tax (141} 316
Total comprehensive income for the period 3,066 15,909

The Company does not have any recognised gans and losses other than those passing through the statement of
comprehensive mncome

The notes on pages 12 to 31 form part of these financial statements




HSBC Global Resourcing (UK) Limited

Balance Sheet
as at 31 December 2011

ASSETS

Plant and equipment 8
Investments in subsidiaries 9
Available-for-sale-securitics 10
Deferred tax assets 11

Total non-current assets

Receivables due from related parties 13
Other recervables 14
Other financial assets 15
Cash and cash equivalents with HSBC undertakings 13

Total current assets

Total assets

LIABILITIES

Current habilities

Payables due to related parties 13
Accruals 13
Other financial habilities 15

Other habilities
Current tax habilities
Total habilities

EQUITY

Called up share capital 12
Share premium 12
Retained earnings 12
Translation reserve 12
Available-for-sale reserve 12

Total equity
Total equity and habilities

*Represents 8 ordinary shares at USS1 each

201t
Us$’000

956
171,757

1,775
174,488

153,984
261

115,080
269,325

443,813

203,451
26,528
179

77

4,003

234,238

*

175,356
34,112
107
209,575

443,813

2010
US§’000

1,208
F72,757
395
1,234

175,594

169,903
266

188
60,445

230,802

406,396

186,964
9,296

150

3,712
200,122

*

175,356
30,647
248

23

206,274

406,396

These financial statements were approved by the Board of Directors on 15 August 2011 and were signed on 115

behalf by

R D Jones
Dhrector

The notes on pages 12 to 31 form part of these financial statements




" HSBC Global Resourcing (UK) Limited

Statement of Changes in Equity
for the year ended 31 December 2011

Called up
share Share
capital premium
US$’000 US$’000

At 1 January 2011 *- 173,356

Total comprehensive
income for the period
Statement of
comprehensive
mecome - -

Other comprehensive
income, net of
mcome tax
Foreign currency
translation - -
Faw value reserve
(available-for-sale
financial assets)
Net change n fair
value - -

Total comprehensive
income for the period - -

Transactions with

owners, recorded

directly in equity

Equity-settled share

based payment

transactions - -

Retained

earnings
US$7000

30,647

3,207

23

3,230

235

Translatton
reserve

Us$ 000

248

(141)

(141)

Available-
for-sale
reserve

US$’000

23

(23)

(23}

Total

equity
US$000

206,274

3,207

(t41)

3,066

235

At 31 December 2011 *- 175,356

34,112

107

209,575

*Represents 8 ordinary shares at US$1 each

The notes on pages 12 to 31 form part of these financial statements




HSBC Global Resourcing (UK) Limited

At 1 January 2010

Total comprehensive
income for the period
Statement of

comprehensive
income

Other comprehensive
income, net of
Income tax

Foreign currency

Translation

Faur value reserve
(available-for-sale
financial assets)

Net change m fair
value

Total comprehensive
income for the period

Transactions with
owners, recorded
directly 1in equity
Equuty-settled share
based payment
transactions

At 31 December 2010

Statement of Changes 1n Equaty
for the year ended 31 December 2010

Share
Calied up Available- based
share Share Retained Translation for-sale payment Total

capital premium earnings reserve reserve reserve equity
US$7000 USs$’000 US$000 US$’000 US$’000 US$’000 US$00
* 175,356 14,836 (45) - 177 190,32
- - 15,593 - - - 15,59
- - - 293 - - 29
- - - - 23 - 2
- - 15,593 293 23 - 15,90
- - 218 - - (7N 4
*- 175,356 30,647 248 23 - 206,27

*Represents 8 ordinary shares at US$1 each

The notes on pages 12 to 31 form part of these financial statements




" HSBC Global Resourcing (UK) Limited

Cash Flow Statement
for the year ended 31 December 2011

Cash flows from operating activities
Profit before tax

Adjustments for

Dividend income from subsidiarnies
Depreciation

Interest income

Interest expense

Gain on disposal of plant and equipment
[mpawrment loss on investment in subsidiary
Unrealised foreign exchange losses

Operating cash flows before changes m working capital

Decrease/(Increase) 1n recervables due from related parties

Decrease in other receivables and other financial assets

Increase in payables due to related partics

Increase in accruals

Increase/(Decrease) 1n other habilities and other financial
habilities

Cash generated from operations

Tax paid

Net cash generated from operating activities
Cash flow from investing activities

Investment n subsidiaries

Proceeds from capital repatriation from subsidiary
Proceeds on disposal of plant and equipment
Disposal of available-for-sale-securities
Acquisition of plant and equipment

Dividend mcome recerved

Bank interest received

Net cash (used in)/generated from investing activities
Cash flow from financing activities

Repayment of loan

Interest paid

Net cash outflow from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at I January

Cash and cash equivalents at 31 December

11

201 2010
US$000 US$’000
8,487 21,044
(4,744) (2,750)
289 305
(181) (103)

- 93

- )]
15,000 -
(114) 23
18,737 18,605
15,919 (50,468)
193 158
16,722 52,354
17,232 2,951
106 (717
68,909 22 883
(5,530) (3.288)
63,379 19,595
(14,000) (5,496)
- 15,041

44 70

395 84
(108) (48)
4,744 9,170
181 103
(8,744) 18,924
- (11,004)

- (93)

- (11,097)
54,635 27,422
60,445 33,023
115,080 60,445




HSBC Global Resourcing (UK) Limited

NOTES
(forming part of the financial statements)

1.

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The Company’s financial statements have been prepared and approved by the Directors in accordance with
International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs™)

A summary of the significant accounting policies adopted by the Company 1s set out below

The measurement basis used n the preparanon of the financial statements 1s the historical cost basis except for
other mvestments which are available for sale financial assets and are measured at fair value, where determmable
The financial statements are presented n US Dollars, which 1s the Company’s functional currency

The preparation of financial statements mn conformity with IFRSs as endorsed by the EU requires management to
make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets,
habilities, mcome and expenses  The estimates and associated assumptions are based on historical experience and
varous other factors that are behieved to be reasonable under the circumstances, the results of which form the
basis of making the judgements about carrying values of assets and habilities that are not readily apparent from
other sources  Actual results may differ from these estimates There are no uncertainties that may cast doubt over
the entity’s ability to continue as a going concern

The estimates and underlymmg assumptions are reviewed on an ongomng basis Revisions to accounting estimates
are recognmsed 1n the pertod i which the estimate 1s revised 1f the revision affects only that period or n the period
of the revision and future periods 1f the revision affects both current and future periods There 15 no revision to the
estimates and underlymg assumptions during the year

The Company 1s a wholly owned subsidiary of another body corporate and 1s exempt under section 400 of the
Companies Act 2006 from the requirement to prepare group financial statements These financial statements
present information about the Company as an mdividual undertaking and not about 1ts group

HSBC Holdings plc 1s ncorporated i the United Kingdom and 1ts consolidated financial statements are available
upon request from us registered office at 8 Canada Square, London El4 SHQ Consequently, these financial
statements do not give all the information about the economic activities of the Group of which the Company 1s the
parent which would have been disclosed had the Company prepared consohdated financial statements

SIGNIFICANT ACCOUNTING POLICIES

(2) Investments in subsidiaries
Subsidiaries are entities controlled by the Company Control exists when the Company has the power to
govern the financial and operating policies of an entity so as to obtamn benefits from 1its activities In

assessing control, potential votmg rights that presently are exercisable are taken into account

An nvestment n a subsidiary 1s recognised in the financial statements from the date that control commences
until the date that control ceases

Investments 1n subsidianes are stated at cost less impawument losses (see note 2(h)) Reversals of impairment
losses are recognised n the statement of comprehensive income 1if there has been a change 1n the estimates
used to determine the recoverable amount of the investment

12
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_“ HSBC Global Resourcing (UK) Limited

NOTES (continued)

2 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(b)

(©)

(@

Classification of financial instruments 1ssued by the Company

With the adoption of 1AS 32, financial instruments 1ssued by the Company are treated as equity only to
the extent that they meet the following two conditions

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial habihities with another party under conditions that are potentially
unfavourable to the company, and

(b) where the instrument will or may be setiled in the company’s own equity instruments, it is either a
non-derivative that includes no obligation to deliver a vaniable number of the company’s own equity
mstruments or 15 a derivative that will be settled by the company’s exchanging a fixed amount of cash
or other financial assets for a fixed number of its own equity instruments

To the extent that this defimition 1s not met, the proceeds of 1ssue are classified as a financial habihty
Where the instrument so classified takes the legal form of the company’s own shares, the amounts
presented n these financial statements for called up share capital and share premium account exclude
amounts 1n relation to those shares

Non-derivative financial instruments

Non-derivative financial instruments compnise investments i equity, trade and other receivables, cash
and cash equivalents, loans and borrowings, and trade and other payables

Trade and other receivables

Trade and other recervables are recogmised wnitially at fair value Subsequent to 1mitial recogmnon they are
measured at amortised cost using the effective mterest method, less any impairment losses

Trade and other payables

Trade and other payables are recogmised mitially at farr value  Subsequent to mnitial recognition they are
measured at amortised cost using the effective interest method

Investments in equity securities

Other mvestments 1n equity securities held by the Company are classified as being available-for-sale and
are stated at fair value, with any resultant gain or loss bemng recognised directly in equity (in the fair
value reserve), except for impairment losses and, mn the case of monetary items such as debt secunties,
foreign exchange gans and losses When these investments are derecognised, the cumulative gain or loss
previously recognised directly 1n equity 1s recognised 1n the statement of comprehensive income The
fair value 1s obtamned through quoted prices in an active market for that mstrument A market 1s regarded
as active 1f quoted prices are readily avalable and represents actual regularly occurring market
transactions on an arm’s length basis

Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call deposits

Derivative financial instruments

Derrvative financial instruments

Derrvative financial instruments are recognised at fair value The gam or loss on remeasurement to fair value

1s recognised immediately 1n statement of comprehensive income




HSBC Global Resourcing (UK) Limited

NOTES (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

()

M

(2

(h)

Plant and equipment

Plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses

Where parts of an item of plant and equipment have different useful hives, they are accounted for as
separate tems of plant and equipment

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased
asset are classified as finance leases Where land and buildings are held under leases the accounting
treatment of the land 1s considered separately from that of the buildings Leased assets acquired by way
of finance lease are stated at an amount equal to the lower of their fair value and the present value of the
mmnimum lease payments at inception of the lease, less accumulated depreciation and less accumulated
impairment losses

Depreciation 1s charged to the statement of comprehensive income on a straight-line basis over the
estimated useful lives of each part of an item of plant and equipment The estimated useful lives are as
follows

. Motor vehicles 5 years

. Office equipment 5 years

. Computer equipment 3 -5 years
. Furniture and fittings 5 years

. Telecoms equipment 5 years

. Leasehold improvements 15 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date
Interest-bearing borrowings

Interest-bearing borrowings are recogmised mutially at farr value less attmbutable transaction costs
Subsequent to mutial recognition, mterest-beaning borrowings are stated at amortised cost using the effective
mterest method, less any impairment losses

Provisions

A provision 1s recognised 1n the balance sheet when the Company has a present legal or constructive
obligation as a result of a past event, that can be reliably measured and 1t 15 probable that an outflow of
economic benefits will be required to settle the obligation

Impairment

The carrying amounts of the Company’s assets are reviewed at each balance sheet date to determine
whether there 1s any indication of impairment, a financial asset 1s considered to be impaired 1f objective
evidence mdicates that one or more events have had a negative effect on the estimated future cash flows
of that asset If any such indication exists, the asset’s recoverable amount 1s estimated

An impairment loss 1s recognised whenever the carrymg amount of an asset or its cash-generating unit
exceeds 1ts recoverable amount Impaument losses are recogmsed 1n the statement of comprehensive
mecome

Imparment losses recognised m respect of cash-generating units are atlocated first to reduce the carrymng
amount of any goodwill allocated to cash-generating units and then to reduce the carrying amount of the
other assets 1n the unit on a pro rata basis A cash generating unit is the smallest 1dentifiable group of
assets that generates cash inflows that are largely independent of the cash inflows from other assets or
groups of assets

NOTES (continued)



* HSBC Global Resourcing (UK) Limited

2,

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(h)

0

0]

k)

O

Impairment (contimued)

When a decline in the fair value of an available-for-sale financtal asset has been recognised directly 1n
equity and there 1s objective evidence that the asset 1s impaired, the cumulative loss that had been
recogmsed directly in equity 1s recogmsed 1n the statement of comprehensive income even though the
financial asset has not been derecogmised The amount of the cumulative loss that 1s recogmised n the
statemeni of comprehensive income 15 the difference between the acquisition cost and current farr value,
less any impairment loss on that financial asset previously recognised in the stateinent of comprehensive
income

Reversals of impairment

An wnpairment loss n respect of an mvestment 1n an equity instrument classified as available for sale 1s
not reversed through the statement of comprehensive income 1If the fair value of a debt nstrument
classified as available-for-sale increases and the increase can be objectively related to an event occurring
after the impairment loss was recogmsed n the statement of comprehensive income, the impairment loss
15 reversed through the statement of comprehensive income

Share capital

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

Revenue recognition
(1) Revenue

Revenue from data entry, general processing, call centre and professional services 15 recogmised when
the act 1s completed

(1) Drvidend income
Dividend income 1s recognised when the shareholder’s night to receive payment 1s established

Interest ncome and expenses

Net financing costs comprise interest payable and interest receivable on funds invested

Net income and 1nterest payable 1s recogmsed in the statement of comprehensive income as 1t accrues, using
the effective mterest method

(m) Employee benefits

(1)  Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service 1s provided A provision is recognised for the amount expected to be paid under short-term
cash bonus or profit-sharing plans 1f the Company has a present legal or constructive obligaton to pay this

amount as a result of past service provided by the employee and the obligation can be estimated rehably

(1) Defined benefit plans

The Company operates a defined benefit pension plan The net defined benefit cost of the pension plan 15
recogmised fully by the sponsoring employer The Company then recognises a cost equal 1o 1ts contribution

payable for the period




HSBC Global Resourcing (UK) Limited )

NOTES (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(m)

(0)

Share-based payments

The cost of share-based payment arrangements with employees 1s measured by reference to the fair value of equity
mstruments on the date they are granted, and recogmised as an expense on a straight-line basis over the vesting
peniod, with a comresponding credit to the ‘Share-based payment reserve’ The vesting period s the period during
which all the specified vesting conditions of a share-based payment arrangement are to be satisfied The fair value
of equity mstruments that are made available immediately, with no vesting period attached to the award, are
expensed immediately

Fair value 15 determined by using appropriate valuation models, taking into account the terms and conditions upon
which the equity mstruments were granted Vesting conditions wnclude service conditions and performance
conditions, any other features of a share-based payment arrangement are non-vesting conditions Market
performance condittons and non-vesting conditions are taken into account when estimating the fair value of equity
mstruments at the date of grant, so that an award 15 treated as vesting urespective of whether the market
performance condition or non-vesting condition 1s satisfied, provided all other vesung conditions are sausfied

Vesting conditions, other than market performance conditions, are not taken into account in the mitial estimate of
the fair value at the grant date They are taken mnto account by adjusting the number of equity instruments included
in the measurement of the transaction, so that the amount recognised for services received as consideration for the
equity mstruments granted shall be based on the number of equity instruments that eventually vest On a
cumulative basis, no expense 1s recogmsed for equity mstruments that do not vest because of a failure to satisfy
non-market performance or service conditions

Where an award has been modified, as a mimimum, the expense of the original award continues to be recognised as
if 1t had not been modified Where the effect of a modification 1s to increase the fair value of an award or increase
the number of equity instruments, the mcremental fair value of the award or incremental fair value of the extra
equity mstruments 15 recognised m addition to the expense of the ongmal grant, measured at the date of
modification, over the modified vesting perod

A cancellation that occurs during the vesting period 1s treated as an acceleration of vesting, and recogmsed
immediately for the amount that would otherwise have been recognised for services over the vesting period

The Company’s ultimate parent, HSBC Holdings ple, grants its shares to the Company’s employees under various
vesting conditions and the Company has the obligation to acquire shares to deliver to the employees upon vesting
The Company’s hability under such arrangements 1s measured at fair value at grant date and the compensation
expense 15 recognised over the vesting period The corresponding amount 15 credited to *Share based payment
reserves’

Taxation

Income tax comprises current tax and deferred tax Income tax 15 recogmised in the statement of comprehensive
income except to the extent that 1t relates to items recognised 1n other comprehensive income or drectly 1n equity

Current tax 1s the tax expected to be payable on the taxable profit for the year, calculated using tax rates enacted or
substantively enacted by the balance sheet date, and any adjustment to tax payable m respect of previous years
Current tax assets and habiities are offset when intends to settle on a net basis and the legal right to offset exists

Deferred tax s recognised on temporary differences between the carrying amounts of assets and habilities n the
balance sheet and the amounts attributed to such assets and labihities for tax purposes Deferred tax liabilines are
generally recognised for all taxable temporary differences and deferred tax assets are recogmsed to the extent that it
1s probable that future taxable profits will be available agamnst which deductible temporary differences can be
uttlised

Deferred tax 1s calculated using the tax rates expected to apply 1n the periods in which the assets will be realised or
the hiabilines settled, based on tax rates and laws enacted, or substantively enacted, by the balance sheet date
Deferred tax assets and liabilities are offset when they anise 1n the same tax reporting group and relate to income
taxes levied by the same taxation authority, and when HSBC has a legal nght to offset
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NOTES (continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(0}

P

(a)

Taxaton (continued)

Deferred tax relating to share-based payment transactions 1s recogmsed directly in equity to the extent that 1t
exceeds the relative cumulative statement of comprehensive income expense

Foreign currency

Items included 1n the financial statements of the Company are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’) The financial statements of the
Company are presented in US dollars, which is the Company’s functional currency

Transactions m foreign currencies are recorcded in the functional currency at the rate of exchange prevailing on the
date of the transaction Monetary assets and habilities denommated m foreign currencies are translated into the
functional currency at the rate of exchange ruling at the balance sheet date Any resulting exchange differences are
included in the statement of comprehensive income Non-monetary assets and habilities that are measured n terms
of lustorical cost 1n a foreign currency are translated mnto the functional currency using the rate of exchange at the
date of the mitial transaction Non-monetary assets and liabilities measured at fair value 1n a foreign currency are
translated mto the functional currency using the rate of exchange at the date the fair value was deterruined Any
resulting exchange differences are recogmsed 1n the statement of comprehensive income

Related parties

For the purposes of these financial statements, a party 1s considered to be related to the Company 1f

(1) the party has the ability, directly or indirectly through one or more intermedhanes, to control the Company or
exercise significant influence over the Company in making financial and operating policy decisions, or has
jomt control over the Company, or

(n) the Company and the party are subject to common control, or

() the party 1s a subsidiary, an associate of the Company or a joint venture in which the Company 1s a venturer,
or

(1v) the party 1s a member of key management personne! of the Company or the Company’s parent, or a close
fanily member of such an individual, or 15 an entity under the control, joint control or sign:ficant influence of
such individuals, or

(v) the party 15 a close family member of a party referred to 1 (1) or 1s an entity under the control, joint control or
significant influence of such individuals, or

(v1) the party 1s a post-employment benefit plan which 1s for the benefit of employees of the Company or of any
entity that 1s a related party of the Company
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NOTES (confinued)

A

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(r) Future accounting developments

At 31 December 2011, a number of standards and interpretations, and amendments thereto, had been 1ssued by
the IASB, which are not effective for the company’s financial statements as at 31 December 2011 In addition
to the projects to complete financial instrument accounting, the IASB 1s continuing to work on projects on
insurance, revenue recognition and lease accounting, which together with the standards described below, will
represent widespread and significant changes to accounting requirements from 2013

Standards and Interpretations issued by the IASB but not endorsed by the EU
Standards applicable in 2013

In May 2011, the 1ASB 1ssued IFRS 10 ‘Consolidated Financial Statements” (‘IFRS 10°), IFRS 11 ‘Joint
Armrangements’ (‘IFRS 11°) and IFRS 12 ‘Disclosure of Interests in Other Entities” (‘IFRS 12°) The standards
are effective for annual penods beginning on or after 1 January 2013 with early adoption permitted IFRSs 10
and 11 are to be applied retrospectvely

Under IFRS 10, there will be one approach for determiming consolidation for all entities, based on the concept
of power, variability of returns and their hinkage This will replace the current approach which emphasises
legal control or exposure to risks and rewards, depending on the nature of the entity IFRS 11 places more
focus on the mvestors’ rights and obligations than on structure of the arrangement, and introduces the concept
of a jont operation IFRS 12 includes the disclosure requirements for subsidraries, joint arrangements and
associates and introduces new requirements for unconsolidated structured entities

The group 1s currently assessing the impact of IFRS 10 and 11, but 1t 1s impracticable to quantify their effect as
at the date of these financial statements

In May 2011, the IASB also 1ssued 1IFRS 13 ‘Fair Value Measurement” (‘IFRS 13’) This standard 1s effective
for annual periods beginnmg on or after 1 January 2013 with early adoption perrmitted IFRS 13 1s required to
be apphed prospectively from the beginning of the first annual period in which 1t 1s apphed The disclosure
requirements of IFRS 13 do not require comparative information to be provided for periods prior to imtial
application

IFRS 13 establishes a single source of guidance for all fair value measurements required or permitted by IFRSs
The standard clarifies the defimtion of fawr value as an exit price, which 1s defined as a price at which an
orderly transaction to sell the asset or to transfer the liability would take place between market participants at
the measurement date under current market conditions, and enhances disclosures about fair value measurement

The company 1s currently assessing the impact of IFRS 13 and it 1s not practical to quanufy the effect as at the
date of these financial statements, which will depend on final mterpretations of the standard, market conditions
and the company’s holdings of financial instruments at 1 January 2013 However, based on the analysis
performed to date, the adoption is not expected to have a material effect on the financial statements

In June 2011, the IASB 1ssued amendments to IAS 19 ‘Employee Benefits” (‘IAS 19 revised’) The revised
standard 15 effective for annual periods beginning on or after | January 2013 with early adoption permitted
IAS 19 revised must be apphed retrospectively The adoption 1s not expected to have a matenal effect on the
financial statements

[n December 2011, the IASB 1ssued amendments to IFRS 7 ‘Disclosures — Offsetting Financial Assets and
Financial Liabilities” which requires the disclosures about the effect or potential effects of offsetting financial
assets and financial liabilities and related arrangements on an entity’s financial position The amendments are
effecuive for annual penods begimnmg on or after | January 2013 and intenm penods within those annual
periods The amendments are required to be applied retrospectively

NOTES (continued)
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2

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(r) Future accounting developments (contmued)

Standards applicable in 2014

In December 2011, the IASB 1ssued amendments to 1AS 32 °“Offseting Financial Assets and Financial
Liabihities” which clanfied the requirements for offsetting financial instruments and addressed inconsistencies
n current practice when applying the offsetting criteria in EAS 32 ‘Financial Instruments Presentanion’ The
amendments are effective for annual periods beginning on or after 1 January 2014 with early adoption
permitted and are required to be applied retrospectively

The Company 15 currently assessing the impact of these clarifications but 1t 1s 1impracticable to quantify their
effect as at the date of these financial statements

Standards applhcable in 2015

In November 2009, the IASB issued IFRS 9 ‘Financial Instruments’ (‘IFRS 9°) which introduced new
requirements for the classification and measurement of financial assets In October 2010, the IASB issued
additions to IFRS 9 relanng to financial habilities Together, these changes represent the first phase in the
IASB’s planned replacement of 1AS 39 ‘Financial Instruments Recognition and Measurement” (‘IAS 397)
with a less complex and improved standard for financial instruments

Following the IASB’s decision in December 2011 to defer the effective date, the standard 1s effective for
annual periods beginning on or after | January 2015 with early adoption permutted [FRS 9 1s required to be
apphied retrospectively but prior periods need not be restated

The second and third phases 1 the IASB’s project to replace 1AS 39 will address the impairment of financial
assets measured at amortised cost and hedge accounting

The IASB did not finalise the replacement of IAS 39 by 1ts stated target of June 2011, and the IASB and the
US Fnancial Accounting Standards Board have agreed to extend the timetable beyond this date 1o permit
further work and consultation with stakeholders, including reopenmg FFRS 9 to address practice and other
1ssues The EU 15 not expected to endorse IFRS 9 untif the completed standard 1s available Therefore, the
company remains unable to provide a date by which 1t plans to apply IFRS 9 and 1t remains impracticable to
quantify the impact of IFRS 9 as at the date of these consolidated financial statements
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NOTES (contmued)

3. DIVIDEND INCOME

2011 2010
US$’000 US$ 000
Dividend mcome from subsidiaries 4,744 2,750
4 DIRECTORS’ REMUNERATION

2011 2010
US$'000 US$°000
Directors’ emoluments 2,579 1,909
Company contribution to defined benefit pension scheme 129 95
2,708 2,004
The emoluments of the highest paid director 2,579 1,509
2011 2010
Number of Number of
directors directors

Retirement benefits are accruing to the following number of directors

under

Defined benefit scheme 1 1

One employee received remuneration as a Director of the Company during the year ended 2011 The other
Durectors received no emoluments e respect of their role 1n the Company

5 AUDITOR’S REMUNERATION

2011 2010
US$’000 US$'000
Audit of these financial statements 27 23

20
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NOTES (continued)
6 EMPLOYEE COMPENSATION AND BENEFITS

The average number of persons employed by the Company (including directors) during the year, analysed by
category, was as follows

2011 2010
Directors 1 1
Others 47 50
48 51
The aggregate payroll costs of these persons were as follows
2011 2010
US$’000 US$’000
Wages and salartes 3,709 3,403
Share based payment 1,494 1,289
Socal security costs 7 7
Pension costs 539 556
5,749 5,257
7. TAX EXPENSE
2011 2010
US$’000 US$°000
Current tax
UK corporation tax
- on current year profit 5,136 5,507
- adjustments 1n respect of prior year 178 446
Overseas tax
- on current year profit 33 18
- withholding tax suffered on dividends received 474 275
5,821 6,246
Deferred tax
Ongmation and reversal of temporary differences (355) (341)
Adjustments n respect of prior year (186) (454)
(541) (795)
Tax expense 5,280 5,451

The following table reconciles the tax expense which would apply 1f all profits had been taxed at the UK
corporation tax rate

2011 2010
US$’000 % US$000 %

Profit on ordinary activities before tax 8,487 21,044
Taxation at UK corporation tax rate of 26 49% (2010 28%) 2,248 265 5,892 280
Adjustments n respect of prior pertod habilities ¥ (010 8 (004
Withholding tax suffered on dividends received 474 56 275 13
Effect of previously unrecogmised temporary differences - - - -
Non deductible expenses 3,823 450 62 03
Income not taxable for tax purposes (1,257) (14 8) (770) 3N
Overall tax expense 5,280 622 5,451 259
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NOTES (continued)

8. PLANT AND EQUIPMENT

Motor Office COMPUter . ies&  Telecoms Leasehold

Vehicles equipment cquipment fittings equipment 1mprovements Total

UsSD’000  USD000 USD'000  USD’000  USD’000 Usp’ooe  USD009
Cost
Balance at | January 2011 556 4 179 106 407 750 2,002
Additions 59 - 18 - 31 - 108
Disposal (92) - €)) - (n - (97)
Reclassification - - - - - - -
Retranslation (16) - (5) 3) (12) 20D {(57)
Balance at 31 December 2011 507 4 188 103 425 729 1,956
Depreciation and impairment
Balance at 1 January 2011 198 2 156 64 227 147 794
Depreciation charge for the year 116 H 18 21 83 50 289
Disposal &) - ) - - - (53)
Retranslation @) - (&) (3) (&) ()] (30)
Balance at 31 December 2011 256 3 167 82 301 191 1,000
Net book value
At 1 January 2011 358 2 23 42 180 603 1,208
At 31 December 2011 251 1 21 21 124 538 956

Motor Office C‘"“P“te: Fixtures & Telecoms Leasehold

Vehicles equipment cdUipmen fittings equipment 1mprovements Total

USD’000  USD'000  USD’000  USD’000  USD’000 USD’000  USD’000
Cost
Balance at 1 January 2010 595 5 150 91 360 652 1,853
Additions - 12 5 7 24 48
Disposal (105) - - - - - (105)
Reclassification - - - - - - -
Retranslation 66 (1) 17 10 40 74 206
Balance at 31 December 2010 556 4 179 106 407 750 2,002
Depreciation and impairment
Balance at 1 January 2010 113 2 91 39 131 91 467
Depreciation charge for the year 110 1 52 20 78 44 305
Disposal (42) - - - - - (42)
Retranslation 17 (H 13 5 18 12 64
Balance at 31 December 2010 198 2 156 64 227 147 794
Net book value
At 1 January 2010 482 3 59 52 229 361 1,386
At 31 December 2010 358 2 23 42 180 603 1,208
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NOTES (continued}

9.

10

INVESTMENTS IN SUBSIDIARIES

Unlisted
__shares at cost
Us3$7000
At 1 January 2011 172,757
Capital injection to subsidiaries 7,000
Provision of commtted capital 1mjection for
subsidiary’s business closure 7,000
Impairment loss tn subsidiary (15,000)
At 31 December 2011 171,757
(a) The subsidiary undertakings of the Company at 3t December 2011 are
Country of Principal Issued and
mcorporation activity paid up capital
HSBC Electronic Data Processing {(Guangdong) People’s Data
Limited Republic of China  processing US$ 49m
HSBC Electronic Data Processing (Philippines) Philippines Data US$ 45m
Inc processing
HSBC Electronic Data Processing (Malaysia) Malaysia Data US% 39m
Sdn Bhd processing
HSBC Electronmic Data Processing Lanka Sr1 Lanka Data US$ 23m
(Private) Limited processing
HSBC Service Delvery (Polska) Spzo o Poland Data USS 8m
processing
HSBC Service Delivery (Czech Republic)sro Czech Republic Data USS 8m
Processing
HSBC Electronic Data Service Delivery (Egypt) Egypt Data US$ 8m
SAE Processing

All the above subsidianies are wholly owned The principal countries of operation are the same as the countries of

mcorporation

AVAILABLE-FOR-SALE-SECURITIES

Other financial assets are equity securities classified as available-for-sale relating to share-based payment
arrangements for employees which 1s part of the share awards scheme operated by HSBC Holdings plc (see

note 18)

Quoted shares
Fair value gain
At 31 December 2011

All shares have been vested during the year

23

2011 2010
US$°000 US$7000
- 372

- 23

- 395
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NOTES (contmued)

11

DEFERRED TAXATION
2011 2010
US$000 USS 000
At 1 January 2011 1,234 447
Statement of comprehensive income
credit 541 787
At 31 December 2011 1,775 1,234

The amount of deferred taxation accounted for in the balance sheet

Deferred tax assets 2011 2010
USE000 US$ 000

Property, plant and equipment 39 20
Share-based payment 886 484
Other temporary differences 850 730

1,775 1,234

Deferred tax 1s not recogmsed 1n respect of the Company’s mvestments in subsidiaries where remittance 1s not
contemplated, where it has been determined that no additional tax will arise

On 27 July 2010, the UK Govemment enacted a reduction mn the UK corporation tax rate to 27% with effect
from 1 April 2011 The effect of this rate change was reflected in the financial statements for the year ending
31 December 2010 as the rate change was substantively enacted n that period

During 2011, the UK Government substantively enacted further reductions 1n the UK corporation tax rate to
26% with effect from 1 April 2011 and to 25% with effect from 1 Apnl 2012

In the financial statements for the year ending 31 December 2011, deferred tax has been calculated at the
corporation tax rates apphcable to the financial years in which 1t 15 expected that the assets will be reahised,
being 25 25% for the year ending 31 December 2012 and 25% thereafter The effect of the reduction m the
UK corporation tax rate 1s a one-off reduction n the recognised deferred tax asset of US$141,981

The 2012 Budget on 21 March 2012 announced that the UK corporation tax rate will reduce to 22% by 2014
A reduction 1n the rate from 26% to 25% (effective from 1 April 2012) was substantively enacted on 5 July
2011, and further reductions to 24% (effective from | April 2012) and 23% (effective from 1 April 2013) were
substantively enacted on 26 March 2012 and 3 July 2012 respectively

This will reduce the company's future current tax charge accordingly and further reduce the deferred tax asset
at balance sheet date (which has been calculated based on the rate of 25% substantively enacted at the balance
sheet date) by $70,990

It has not yet been possible to quantify the full anticipated effect of the announced further 1% rate reduction,
although this will further reduce the company's future current tax charge and reduce the company's deferred
tax asset accordingly

As at 31 December 2011, the full anticipated effect of the announced further 2% rate reduction has not been

quantified, although this will further reduce the Company's future current tax charge and reduce the
Company's deferred tax asset accordingly
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NOTES (continued)

12. CAPITAL AND RESERVES

(a) Share Caprtal
31 31
December December
2011 2011
Number of
shares US$
Share capital
Ordnary shares of $1 each 100 100
Allotted, called-up and fully paid share capital
Ordimary shares of $1 each 8 8
31 31
December December
2010 2010
Number of
shares US$
Share capital
Ordmary shares of $1 each 100 100
Allotted, called-up and fully paid share capital
Ordinary shares of $1 each 8 8

The holders of ordmary shares are entitled fo recerve dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company  All ordinary shares rank equally with regard to the Company’s
residual assets

(b)

(©)

(d

Nature and purpose of reserves
(1} Share premium reserve

The application of the share premium account 1s governed by Section 610 (2-3) of the Companies Act
2006

Capital management

In hine with HSBC Group’s policy, the Company 18 to mamtain a strong capital base to support the
development of 1ts busimess and to meet regulatory capital requmements at all tmes The Company
recognises the impact on shareholder returns on the level of equity capital employed and seeks to mamntain a
prudent balance between the advantages and flexibility afforded by a strong capital position and the higher
returns on equity  The Company 1s not subject to externally imposed capital requirements

An annual Group capital plan 1s prepared and approved by the Board of HSBC Heldings ple The Company
manages s own capital within the context of the plan, which determines an approprate amount and mix of
capital required to support planned busimess growth As part of HSBC’s capital management policy, capital
generated in excess of planned requirements 15 returned to shareholders, normally by way of dividends

The princtpal forms of capital are mcluded 1n the following balances on the balance sheet called up share
capital, share premium account and retamed earnings

Available-for-sale reserve

The available-for-sale reserve includes the cumulative net change in the fair value of avalable-for-sale
finaneial assets until the investment 15 derecogmised or impaired
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NOTES (continued)

12.

13.

CAPITAL AND RESERYVES (continued)
(e)  Translation reserve

The translation reserve comprises all foreign currency differences amsing from the translation of the
financia! statements of foreign operations as well as from the translation of habilities that hedge the
Company’s net investment n a foreign subsichary

(f)  Share based payment reserve

The share based payment reserve account 1s used to record the corresponding amount relating to costs of
share awards granted to employees of the group directly by HSBC Holdings plc

RELATED PARTY TRANSACTIONS
The followng transactions were carried out with related parties

Immediate and Ultimate parent

The following are the outstanding balances with the Company’s ultimate parent, HSBC Holdings plc, at 31
December

31 31
December December
2011 2010
US$’000 US$’000
Assets

Recervables due from ultimate parent 5,177 6,945

Liabihities
Payables due to ultimate parent 4,935 5,049

The Company participates in various share awards schemes operated by HSBC Holdings plc whereby shares of
HSBC Holdings plc are granted to employees of the Company The Company recognises an expense i respect of
these share awards The cost borne by the Company m respect of these share awards 1s treated as a capital
contribution and 1s recorded under “Share based payment reserves’ The balance of this reserve as at 31 December
2011 amounted to NIE (2010 NIL)

Revenue earned of USE18 nulhion (201¢ USES mullion) and receivables due from ultimate parent are for services
billed (services of providing data entry, general processing, call centre and professional services) to HSBC
Holdings plc The outstanding balances arose from the ordinary course of business and on substantially the same
terms as for comparable transactions with third party counterparts

Other related parties

The following are the outstanding balances with the other related parties at 31 December

31 31
December December
2011 2010
US$ 000 US$*000
Assets

Cash and cash equivalents 115,080 60,445
Recevable due from other related parties 148,703 162,929
Total related party assets 263,783 223,374

Liabilhities
Payables due to other related parties 105,946 98,973
Total related party habilities 105,946 98,973
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NOTES (continued)

13.

RELATED PARTY TRANSACTIONS (continued)
Other related parties (continued)
Other related parties comprise other HSBC group compantes

The cash and cash equivalents consist of bank balances with HSBC Bank plc and HSBC Bank Malaysia
Berhad During the year, interest of US$181,000 (2010 US$103,000) was eamed on these accounts

The current year interest charge on loans was NIL (2010 US$93,000) as the loan has been fully settled on 28
December 2010

Revenue earned of US$772 mullion (2010 US$705 mitlion) and recetvables due from other related parties are for
services billed (services of providing data entry, general processing, cali centre and professional services) to other
HSBC Group entities The cutstanding balances arose from the ordinary course of business and on substantially the
same terms as for comparable transactions with third party counterparts

Cost of services purchased of US$393 mullion (2010 US$371 million) and payables due to other HSBC Group
entity are for services purchased (services of providing data entry, general processing, call centre and professional

services) from the subsidianes The outstanding balances arose from the ordmary course of business and on
substantially the same terms as for comparable transactions with third party counterparts

Subsidiaries

The following are the outstanding balances with the subsidianes at 31 December

31 December 31 December
2011 2010
US$000 UsS$’000
Assets
Recervable due from subsidiaries 104 29
Liabilities
Payables due to subsidiaries 92,571 82,942

During 2011, the Company received dividend income from subsidiaries of US$5 mitlion (2010 US$3 million)

Cost of services purchased of US$348 million (2010 US$305 million) and payables due to subsidiaries are for
services purchased (services of providing data entry, general processing, call centre and professional services)
from the subsidhanes The outstanding balances arose from the ordinary course of business and on substantially
the same terms as for comparable transactions with third party counterparts

Parent and Ultimate controlling party

The Company’s immediate parent 1s HSBC Overseas Holdings (UK) Limited and the Company’s ultimate parent
15 HSBC Holdings plc  Both the iminediate and ultimate parent companies are mcorporated in the United
Kingdom The ultimate parent company produces consohdated financial statements for public use Copies of the
financial statements of HSBC Holdings plc may be obtained from s registered office at 8 Canada Square, L.ondon,
E14 5HQ, or from www hsbc com
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NOTES (continued)

14. OTHER RECEIVABLES

Non- trade
Other receivables
Deposits
Prepayments

15. OTHER FINANCIAL (LIABILITIES) / ASSETS

Fmancial (habihities ) / assets designated as fair value through profit or loss

Included 1n other financial liabilities or assets are forward exchange contracts

16. FINANCIAL INSTRUMENTS

31 31
December December
2011 2010
US$’000 US$’000
47 34
134 182
80 50
261 266
31 31
December December
2011 2010
US$7000 US$°000
(179) 188

Exposure to credt, interest rate and currency risks arises in the normal course of the Company’s business These
risks are himited by the Company’s financial management policies and practices described below

(a) Credit risk

Credit nsk exists on recervables due from related parties The maximum exposure to credit risk 1s
represented by the carrying amount of these receivables There were no sigmificant concentrations of credit

risk The average credit period 15 30 days

(b) Interest rate nsk

The interest rate risk arises on account of the borrowmngs in fixed rate

(c) Foreign currency nisk

The Company’s exposure to foreign currency risk 1s as foilows This 1s based on the carrying amount
for monetary financial instruments excluding derivatives which are based on notional amounts

31 December 2011

Cash and cash equivalents
Amount due from related companies
Amount due to related companies

31 December 2010

Cash and cash equivalents
Amount due from related companics
Amount due to related companres

NOTES (continued)

GBP
USD$ 000

27,480
16,627
27,514

GBP
USD$ 000

8,573

27,621
29,257

28

HKD
USD$000

20,584
17,680
18,592

HKD
USDS 000

14,196
14,308
17.380

MYR
USD$’000

9,175

27

MYR
USD$°000

7,355
14
6

Total
USD$’000

57,239
34,607
46,133

Total
UsSD$ 000

30,124
41,943
46 643
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FINANCIAL INSTRUMENTS (continued)

(¢) Foreign currency rish (continued)
Sensutvity analysis

A 5 percent strengthening of the following currencies aganst the United States Dollars at 31 December
2011 would have increased/{decreased) equity and profit or loss by the amounts shown below This
calculation assumes that the change occurred at the balance sheet date and had been applied to nisk
exposures existing at that date

Profit or (loss)

2011 2010

USD 000 UsD 000

GBP 873 365
HKD 1,051 585
MYR 481 387

This analysis assumes that all other vanables, in particular other exchange rates and nterest rates,
remain constant

A 5 percent weakening of the above currencies against the United States Dollars at 31 December 2011
would have had the opposite effect of approximately the same amounts as shown above, assuming that
all other variables remain constant

(d) Liqudity and cashflow risk

The Company monttors and mamntamns a level of cash and cash equivalents deemed adequate by
management to finance the Company’s operations and to mitigate the effects of fluctuations n cash flows

Cash flows payable by the Company under financial labilities by remaimming contractual maturities

31 Dec 2011
Due
Due between between
Due within 3 Jand 12 1 and 5
US$’000 On demand months months years
Payables due to related companies - 203,452 - -
31 Dec 2010
Due
Due between between
Due within 3 3and 12 land 5
US$ 000 On demand months months years
Payables due to related companies - 186,964 - -

(e) Market risk - Equity price risk

The Company’s exposure to equity price nsk arises from 1ts mvestment in equity securities which are
classified as available for sale financial assets and are shown on the balance sheet as available-for-sale-
securities {see note 10}
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NOTES (continued)

17.

18.

CAPITAL COMMITMENTS
The Company does not have any capital commutment as of balance sheet date

EQUITY-BASED COMPENSATION

The Company participated 1n the following equity settled share compensation plans operated by the HSBC Group

for the acqusition of HSBC Holdings plc shares

a Restricted Share Plan and others

The HSBC Holdings Restricted Share Plan and others are intended to align the interests of executives with
those of shareholders by hnking executive awards to the creation of superior sharcholder value This 1s
achieved by focusing on predetermined targets The cost of the conditional awards 1s recognised through an
annual charge based on the likely level of vesting of shares, apportioned over the period of service to which the

award relates

2011 2010

Number Number

000> (’000)

Qutstanding at 1 January 279 182
Addimons during the year 511 100
Vested during the year (60) (3)
Outstanding at 31 December 730 279
2011 2010

US$’000 USS$’000

Compensation cost recognised during the year 1,382 216

The weighted average purchase price for all shares purchased by the Company for awards under the Restricted
Share Plan during 2011 1s NIL (2010 NIL) The closing price of the HSBC share at 31 December 2011 was
£4 91 (2010 £6 51) The weighted average remaining vesting period as at 31 December 2011 was 0 98 years

(2010 1 17 years)
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18.

EQUITY-BASED COMPENSATION (continued)

b Achievement Share Award

Achievement Share Award was introduced in 2005 to replace the Group Share Option Plan HSBC Holdings
ordinary shares are awarded to senior executives, without corporate performance conditions and will be
released to the indrvidual after three years, provided participants remain centinuously employed within the
HSBC Group Additional awards are made during the three-vear Life of the award These represent the
equivalent value of dividends reinvested in shares At the end of three years, the original Award together with
the Additional Share Awards (added to the original award) will be released The cost of the awards s
recognised through an annual charge based on the cost of the shares purchased, apportioned over a penod of
three years to which the award relates

2011 2010

Number Number

(’000) (°000)

Qutstanding at | January 67 121
Vested during the year (67) (54)
Cutstanding at 31 December - 67
2011 2010

US$°000 US$’000

Compensation cost recognised during the year 88 355

The weighted average purchase price for all shares purchased by the Company for awards under the
Achievement Share Award during 2011 15 NIL (2010 NIL) The closing price of the HSBC share at 31
December 2011 was £4 91 {2010 £6 51) The weighted average remaining vesting period as at 31 December
2011 1s ml (2010 0 25 years)

¢ Saving-Related Share Option Schemes

The Saving-Related Share Option Schemes are all-employee share plans under which eligible HSBC
employees are granted options to acquire HSBC Holdmgs ordinary share Employees may make monthly
conimbutions up to £250 over a period of three or five years which may be used, on the third or fifth
anniversary of the commencement of the relevant savings contract, to exercise the options, altematively the
employee may elect to have the savings (plus interest) repaid in cash The options are exercisable within six
months followwng the third or fifth annwversary of the commencement of the relevant savings contract The
exercise price 1s set at a discount of up to 20 per cent to the market value of the ordinary shares at the date of
grant The cost of the awards 15 amortised over the vesting period

Movement in the number of share options held by employees are as follows

Weighted Weighted
average average
2011 exercise 2010 exercise

Number price  Number price
(’000) USS$ (’000) UssS

Qutstanding at 1 January 44 552 43 514
Granted 1n the year 4 850 5 833
Lapsed in the year 3) 623 (1) 537
Vested during the year 3) 104 (5) 537
Transfers 4 491 2 534
Qutstanding at 31 December 38 551 44 552
2011 2010

US$§'000 US$’000

Compensation cost recognised during the year 24 18

The weighted average fair value of options granted during the year was US$2 25 (2010 US$2 29)
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