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HSBC Global Services (UK) Limited

Strategic Report

Principal activities

HSBC Global Services (UK) Limited ("the Company’} is a private company incorporated in England and Wales, United Kingdom.
The trading address is 8 Canada Square, London E14 5HQ.

HSBC Holdings plc and its subsidiaries ({HSBC Group'} continues to make changes to its corporate structure to mitigate or
remove critical inter-dependencies to further facilitate the resolution of the HSBC Group. In particular, in order to remove
operational dependencies {where cne subsidiary provides critical services to another), the HSBC Group is in the process of
transferring critical services from subsidiary banks to a separately incorporated group of services companies {‘ServCo group'}. The
ServCo group is separately capitalised and funded to ensure continuity of services in resolution,

HSBC Global Services (UK} Limited's {the ‘Company’) principal activity is to provide critical shared services to the subsidiary
banks of the HSBC Group. The Company generates income by charging HSBC group subsidiary banks for providing these
services.

Review of the Company’s business

Profit for the year increased to £196.2m {2018: £191.2m} and total equity increased to £5661.6m {2018: 383.3m) and the Company
paid dividends of £nil {2018: £30.0m} to its parent HSBC Global Services Limited.

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

The Directors use Key Performance Indicators {KPis') to monitor the business. As well as the income statement and the balance
sheet, these indicaters include measures to identify the risks to which the Company is exposed.

Financial KPls

‘2018 2018
Profit before tax (£°000) o T T k060 237.095
“Margin (%) T o T s% &%
et assets (£000) ) ' | 561626 383263

Margin is measured as profit before tax divided by total ope}éiiﬁg expenses.

Principal risks and uncertainties

The principal financial risks and uncertainties facing the Company are credit risk, market risk, liquidity risk and funding risk. These
risks, the exposure to such risks and management of risk are set out in Note 16 of the financial statements.

The most important non-financial types of risk are operational risk, conduct and regulatory risk, including financial crime
compliance and reputational risk. The Directors have put in place procedures to monitor and manage these risks.

Operatianal risk is relevant to every aspect of the Company’s business and covers a wide spectrum of issues. Losses arising from
fraud, unauthorised activities, errors, omission, inefficiency, systems failure or from external events all fall within the definition of
operational risk.

The long term success of the Company is closely linked to the confidence of its stakeholders. Safeguarding and building upon the
Company's reputation is the reasonability of every employee. Any lapse in standards of integrity, compliance, customer service or
operating efficiency represents a potential reputational risk. The Company always aspires 1o the highest standards of conduct
and, as a matter of routine, takes account of reputational risks to its business.

The Company is subject to the risks of the performance of its Subsidiaries which could result in impairment of these investments.

The UK left the EU on 31 January 2020 and entered a transition period until 31 December 2020, during which negotiations will
take place on the future relationship between the UK and the EU. At this stage it remains unclear what that relationship will look
like, potentially leaving firms with littie time to adapt to changes, which may enter into force on 1 January 2021.

Our programme to manage the impact of the UK leaving the EU has now been largely completed. It is based on the assumption
of a scenario whereby the UK exits the transition period without the existing passporting or regulatory equivalence framework
that supports cross-border business. Qur focus has been on four main comgponents: legal entity restructuring; product offering;
customer migrations; and employees.

The COVID-19 outbreak has had, and continues to have, a material impact on businesses around the world which is resuiting in
increased volatility in the economic environments in which they operate. Whilst it cannot be predicted how long the disruption
will continue or the full extent of the impact on the Company and its clients, the Directors have considered the impact when
carrying out an assessment of the principal risks facing the Company. The COVID-19 outbreak has resulted in increased market
volatility, however this is not considered to have a significant impact on the principal risks facing the Company, with operational
risks appropriately mitigated through the implernentation of business continuity plans.




HSEBC Global Services (UK) Limited

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 inte account the (i) likely consequences of any decision in the
long term; {ii} the interests of the company's employees; (i) the need to foster the company's business relationships with
suppliers, customers and others; {iv} the impact of the company's operations on the community and the environment; and {v) the
desirability of the company maintaining a reputation for high standards of business conduct.

The Board considers its stakeholders to be the people who work for usg, invest with us, own us, regulate us and live in the
societies we 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 stakeholders will help deliver the Company's
strategy in line with its fong-term values, and operate the Company’s business in a sustainable way.

The Board is committed to effective engagement with all of its stakeholders. Depending on the nature of the issue in question,
the relevance of each stakeholder group may differ and, as such, as part of the Company’s engagement with stakeholders, the
Board seeks to understand the relative interests and priorities of each group and to have regard to these, as appropriate, in its
decision-making. The Board acknowledges however, that not every decision it makes will necessarily result in a positive outcome
for all stakeholders.

During the year, the Board has received management reports and presentations on issues concerning customers, the
environment, communities, suppliers, employees, regulators, governments and investors. These are taken into account in the
Board’s discussions and decision-making process.

The majority of decisions made by the Board during the year are deemed to be routine in nature and are taken on a cyclical basis.
The Board approved the payment of a dividend to its parent company, HSBC Holdings plc, during 2019, the timing of which
required engagement with and consideration of parent company’s interests and the longer term interests of the company. The
decisions on dividends were taken after careful consideration of the financial position of the company, its obligations under
Companies Act and the need to consider its longer term reiationship with its parent company.

As a result of these activities, the Board believes it has demonstrated compliance with their legal duty under s. 172 of the
Companies Act 2006.

Stakeholder engagement

The Board understands the importance of effective engagement with al of its stakeholders to the long-term success of the
Company. The size and distribution of our stakeholders, particularly customers, means that stakeholder engagement often takes
place at an operational level. For further information on the Company's key stakeholders and the manner in which the Board
takes their interests into consideration when making decisions, see the section 172 statement above.

On behalf of the Board

it ity

’éﬁbﬁyﬁhﬁ.em” D

Maria Andrea Colin
Director
28 May 2020

8 Canada Square
Londen E14 BHQ




HSBC Global Services {(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 staterments were as
follows:

Name ' Appointed __ Resigned
Richard Hennity 22 July 2016 22 May 2019
Andrew Maguire 31 July 2015 31 January 2020

Maria Andrea Coln T B _ T 16 June 2017
16 April 2018

Michael Stewart Henley -

The Articles of Association of the Company provide that in certain circurnstances the Directors are entitled 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 but have not been utilised by the Directors. All Directors have the benefit of
Directors’ and officers’ liability insurance,

Dividends

A dividend of £nil (2018: £30.0m} was paid on the ordinary share capital during the year, The Directors do not recommend a
payment of a final dividend in respect of the year end 31 December 2019 (2018: £nil}.

Significant events since the end of the financial year

Since early January 2020, the COVID-19 outbreak has spread across the globe and has been classified by the World Health
Organisation as a Pandemic. This is causing ongoing global disruption to business and economic activity, and is resulting in
substantial and substantive government and central banks relief actions and support measures in many other countries to protect
their economies. Whilst it cannot be predicted how long the disruption will continue or the full extent of the impact on the
Company and its clients, the COVID-19 outbreak is not considered to have a significant impact on the principal risks facing the
Company, and it is considered a non-adjusting post balance sheet event for the purposes of the financial statements.

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, including the impact of the COVID-19 outbreak referred to above, together
with future projections of profitability, cash flows and capital resources.

Financial risk management

The financial risk management objectives and paolicies of the Company, together with an analysis of the exposure to such risks, as
required under Part 1 of Schedule 7 of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations
2008, are set out in Note 16 of the Notes on the financial statements.

Engagement with employees and diversity

Building a more diverse and inclusive workforce is critical to developing a sustainable and successful business. Our approach
aims to increase and leverage diversity of thought to improve workforce agility, enhance our risk management capability, drive
innovation and grow markets. Our diversity and inclusion ambitions are focused on attracting, developing and retaining talent that
reflects our customers and the communities where we do business, and deploying that talent effectively to anticipate and address
expectations. A number of global employees networks support this strategy

Employment of people with a disability

The Company is committed to providing equal opportunities to employees. The employment of people with a disability is included
in this commmitment. The recruitment, training, career development and promotion of people with a disability are based on the
aptitudes and abhilities of the individual. Should employees become disabled during employment with us, efforts are made to
continue their employment and, if necessary, appropriate training, reasonable equipment and facilities are provided.

Employment policy

The Company continues to regard communication with its employees as a key aspect of its policies. Information is given to
employees about employment matters and about the financial and ecenomic factors affecting the Company's performance
through management channels, oral communication and by way of attendance at internal seminars and training programmes.
Employees are encouraged to discuss operational and strategic issues with their line management and to make suggestions
aimed at improving performance. The involvement of employees in the performance of the Company is further encouraged
through a profit participation scheme.

Capital management

The Company defines capital as total sharehclders’ equity. It is the Company’s cbjective to maintain a strong capital base to
support the development of its business and to meet regulatory capital requirements at all times. There were no changes to the
Company's approach to capital management during the year.
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The Company is not subject to externally imposed capital requirements and is dependent on the HSBC Group to provide
necessary capital resources which are therefore managed on a group basis.

In line with HSBC Group's policy, the Company is to maintain a strong capital base to support the development of its business.
The Company recognises the impact on shareholder returns on the level of equity capital employed and seeks to maintain a
prudent balance between the advantages and flexibility afforded by a strong capital position and the higher returns on equity.

An annual Group capital plan is prepared and approved by the Board of HSBC Holdings plc. The Company manages its own
capital within the context of the plan, which determines an appropriate amount and mix of capital required to support planned
business growth. As part of HSBC's capital management policy, capital generated in excess of planned requirements is returned
to shareholders, normally by way of dividends.

The principal forms of capital are included in the following balances on the balance sheet: called up share capital, share premium
account and retained earnings.

Independent auditors

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

Directors' responsibility statement

The following statement, which should be read in conjunction with the auditor's statement of their responsibilities set out in their
report an the next page, is made with a view to distinguish the respective responsibilities of the Directers and of the auditors in
relation to the financial statements.

The Directors are responsible for preparing the Annual Report and Financral Statements, in accordance with applicable law and
regulations.

Company law requires the Directors to prepare a Strategic Report, a Report of the Directors and Financial Statements for each
financial year, The Directors are required to prepare the financial statements in accordance with International Financial Reporting
Standards ('IFRSs’) as adopted by the European Union ("EU’).

Under company law 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 the profit or loss for that period.

In preparing these financial statements, the Directors are required to:

* select suitable accounting policies and then apply them caonsistently;

* make judgements and estimates that are reasonable and prudent;

* state whether they have been prepared in accordance with IFRSs as adopted by the EU; and

s prepare the tinancial statements on a going concern basis uniess it is not appropriate. Since the Directors are satisfied that the
Company has the resources to continue in business for the foreseeable future, the financial statements continue to be
prepared on a going concern basis.

The Directors have responsibility for ensuring that sufficient accounting records are kept 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 2008. They are responsible for safeguarding the assets of the Company and hence for taking reascnable steps for
the prevention and detection of fraud and other irregularities.

Disclosure of Information to Auditors

In accordance with section 418 of the Companies Act 2006, the Directors’ report includes a statement, in the case of each
Director in office as at the date the Report of the Directors is approved, that:

+ 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 they ought to have taken as a Director in order to make themselves aware of any relevant audit
information and to establish that the Company’'s auditors are aware of that information,

On behalf of the Board

Maria Andrea Colin
Director
28 May 2020

8 Canada Square
London E14 5HQ




HSBC Global Services {UK) Limited

Independent auditors' report to the members of HSBC Global
Services (UK) Limited

Report on the audit of the financial statements
Opinion
In our opinion, HSBC Global Services (UK} Limited's financial statements:

» give a true and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit and cash flows for the
year then ended;

* have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union; and

* have been prepared in accordance with the requirements of the Companies Act 2006,

We have audited the financial statements, included within the Annual Report and Financial Statements {the “Annual Raport”},
which comprise: the balance sheet as at 31 December 2019; the income statement, the statement of comprehensive income, the
statement of cash flows, the statement of changes in equity for the year then ended; and the notes to the financial statements,
which include a description of the significant accounting policies,

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK} ("1SAs (UK)”) and applicable law, Qur
responsibilities under 1ISAs (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 concern
We have nothing to report in respect of the following matters in relation to which ISAs {UK) reguire us to report to you where:
* the directors’ use of the going concern basis of accounting in the preparation of the financial statements is not appropriate; or

* the directors have not disclosed in the financial statements any identified materiat uncertainties that may cast significant
doubt about the company’s ability to continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.

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

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial staterments 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 responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears 10 be materially misstated. i we identify an apparent material inconsistency or material misstatement,
we are required to perform procedures to conclude whether there is a material misstatement of the tinancial statements or a
material misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report based on these
responsibilities.

With respect to the Strategic Report and Report of the Directors, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included,

Based on the responsibilities described above and our work undertaken in the course of the audit, 1SAs {UK) require 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 Repaort
of the Directors for the year ended 31 December 2018 is consistent with the financial staterments and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its envirenment obtained in the course of the audit, we did not
identify any material misstatements in the Strategic Report and Report of the Directors.

Responsihilities for the financial statements and the audit
Responsibilities of the Directors for the financial statements

As explained more fully in the Directors’ Responsibility Statement set out on page 4, the directors are respensible 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.
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In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the
directors either intend to liguidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

QOur cbjectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or efror, and to issue an auditors” report that includes our opinion. Reasenable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with 1SAs (UK} will always detect a material
misstatement when it exists, Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.

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 1o whom this report is shown or into whose hands it may come save
where expressly agreed by cur prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

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

* we have not received 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

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

We have no exceptions t¢ report arising from this responsibility,

H.\,a..a—u.,_l

Heather Varley (Senior Statutory Auditor}

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

28 May 2020
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Financial statements

Income statement for the year ended 31 December 2019

2019 2018

Note £'000 £000
“Interegl ex;ease frornigroup under-l"a-kings S 77&19,0737) 77777777 ﬁﬁ?)
Net interest expense from group -uﬁé-nakings o T o (19.018) (16,148)
Other ogea'ilijg income from group undertaking-s__ ’ B T 27 4,752,20§ 4,007,79:72?
Total income from group uﬁakiggs 4,733,188 3,991,779
Employee compensation and benefits - 3 (1.166,477) (1,021,804)
rgtmﬂailragdiéqminisirative expenses o o (3,095,617) - (2:596.429)
Depreciation of property, plant and é;l]irpn'wem and equipment and right-of-use assets " {205,934} {136,451)
Total operating expenses - - {4.468.028) (3.754.684)
Profit before tax 265,160 237,095
Tax expense 6 {68,954) 7 45,911}
Prt;ﬁt for the year o o 196,206 191,184




HSBC Global Services (UK) Limited

Statement of comprehensive income for the year ended 31 December 2019

2019 2018
£'000 £'006
(Restated®)
Profit for the year_ . . o 196,206 191,184
(Other cornprehensive incomeflexpense) - -
Items that will not be reclassified subseqy ly to profit or loss o
Actua@l (V!Disieislfg.gins onﬁjiggq benefit plans T T T T T a o _ﬂ___
- before incoms axes 10373 (1,631
~income taxes ’ ' ' {1,763 260
.Bt.h_er comprehensive incomel(expense)ﬂ for -t-l';e"year, né;: ol_‘ tax - T 8.610 {1,271
Total comprehensive income for the year 204.816 189,913

* See note 1.3 for details regarding the restatement as a result of an error.




HSBC Global Services (UK) Limited

Balance sheet at 31 December 2019
Registration No: 7272547

2018

2018

2017
£'000 £000 E£'000
Netes (Restated®} {Restated*®)
“Assets - o o T
Cash and cash equivalerts ’ P 613,242 448,728 15,514
Trade and other receivables i e 7 Tagraoez “652,822 1,656,946
Prepayments o 425,053 279,616 121,100
Other assets , - 166,185 26487 118251
"I-R-etl-r-ement_b-enefit surplus BER 14,105 . g_ﬂ_ﬁ_ 21,632
Property, plant and equipment _ T 762,929 708,468 336,945
Intangible assets _ . . . ) ' o 12 T ".-_59,71217 50,584 B —
_Deferred tax assets ST 7 65,245 52,711 41,581
Total assets T 2,602,562 2,249,132 2,311,969
Liabilitiesrand equity . o
Liabilities ) L — ) o
Financial lizbilities due to group undertakings T B - 595,000 595,000 425.000
Accruals, deferred income and other liabilities - 1,385,298 1.216,224 1,765,931
Current tax liabilities o ' . 60,638 54645 33512
Total liabilities S T T 2,040,936 1,865,869 2,224,443
Equity 7 B e
Called up share capal o o [ 20,000 20,000 20,000
Share premium ac-count B o 7 135,000 135,000 T
‘Retained samings - - ' 406,626 228,263 67,526
Total equity T T T 561,626 383263  B7.526
Total liabilities and equity 2,602,562 2,249,132 2.311,969

The accompanying notes on pages 12 to 24 form an integral part of these financial statements.

These financial statements on pages 7 to 11 were approved by the Board of Directars on 28 May 2020 and signed on its behalf

by:

* See note 1.3 for details regarding the restatement as a result of an error.

Maria Andrea Colin
Director
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Statement of cash flows for the year ended 31 December 2019

2018 2018
£'000 £'000
{Restated™)
Cash flows from operating activities o o e R o o
Profit before tax 265,160 237,095
Adjustments for; T -7 7
Depreciation charge o o - B 1 87,0927 136,451
Change in operating assets {147,433} 937.372
Change in operating liabilities 187,051 {552,300
Interest expense B - 19,018 16,148
Interest paid {17,977} (13,901)
Tax credit received/{paid) {71,817} (36,009}
Change in retirement benefit asset . - . (5422 8084
Equity-settled share based payment transaction 5053 —
Non cash items included in profit before tax 10,875 5,925
Net cash generated from operating activities - _- T - -_431,6(-]0__ " --?22,697
Cash flows from investing activities
Purchase of property, plant and equipment {257,969} {513,899)
Purchase of intangible assets 19,1 17}- (60,584)
Net cash used in investing activities {267,086} {664,483}
Cash flows from financing activities
Changes in foans due to other group undertakings ) o T T - ~ 170.000
Issue of ordinary share capital - - -7 B T - ’ __135000
Dividends gaid — (30,000}
Net cash generated from financing activities o e B - 2775,000
MNet increase in cash and cash equivalents o o 164,514 433,214
Cash and cash equivalants brought forward 448,728 19,514
Cash and cash equivalents carried forward 613,242 448,728

* See note 1.3 for details regarding the restatement as a result of an error.
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Statement of changes in equity for the year ended 31 December 2019

Called up share Retained

capital Share Premium earnings Total equity

£'000 £000 £'000 £'000

At 1 Jan 2019 o 20,000 135,000 228,263 383,263
Profit for the year I - 196,206 196,206
- actuarial gains on defined benefit plans _ - - - 8,610 _8.610
Total comprehensive income for the year ) - - 204,816 204,816
Proceeds from shares issued/new shares issued - - B -z =
Dividends to shareholders B - - — — o -
Net impact of equity-settled share-based payments o ST a - 4,954 4,954
Other movements - - - - I T3f4ﬁ)77 o (E.IDT)
At 31 Dec 2019 -~ 7 7 20,000 135,000 406,626 561,626
At 1 Jan 2018 (Restated*) e 20,000 - 67.527 87,527
Profit for the year T T T Thaama 191,184
- actuarial losses on defined benefit plans S 77i7 LT T (1,27:-1 } T (1.-2_?1i
Total comprehensive income for the year - W - 189,53_
Proceeds from shares issued/new shares issued 7 7777 o 77;“— = 135,000__ T — B V‘T_SSQOU_
Dividends to sharcholders _ - ST 7 Tiooony  430.000)
Net impact of equity-settled share-based payments S - 823 B
Other movements 7 - — - -z
AL31 Dec 2018 T 20000 135,000 228263  383.263

* See note 1.3 for details regarding the restatement as a result of an error.
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HSBC Global Services (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 {'tFRSs’). The principal accounting policies applied in the
preparation of these financial statements have been consistently applied to all of the years presented, unless otherwise stated.

1.1. Basis of preparation

{a) Compliance with International Financial Reporting Standards

The financial statements of the Company have been prepared in accordance with IFRSs as issued by the International Accounting
Standards Board ('lASB"). including interpretations issued by the IFRS Interpretations Committee, and as endorsed by the
European Union (‘'EU’).

The financial statements have been prepared under the historical cost convention.
At 31 December 2019, there were no unendorsed standards effective for the year ended 31 December 2019 affecting these

financial statements, and the Company's application of IFRSs results in no differences between IFRSs as issued by the IASB and
IFRSs as endorsed by the EU.

Standards adopted during the year ended 31 December 2014
IFRS 16 'Leasas’

On 1 January 2019, Company adopted the requirements of IFRS 16 retrospectively, The cumulative effect of initially applying the
standard was recognised as an adjustment to the opening balance of retained earnings at that date. Comparatives were not
restated. The adoption of the standard increased assets by £93.4m and increased financial liabilities by the same amount with no
effect on net assets or retained earnings.

On adoption of IFRS 16, Company recognised lease liabilities in relation to leases that had previously been classified as ‘operating
leases’ in accordance with IAS 17 ‘| eases’. These liabilities were recognised in ‘other liabilities” and measured at the present
value of the remaining lease payments, discounted at the lessee’s incremental borrowing rate at 1 January 2019. The associated
right of use ('ROLU') assets were recognised in ‘other assets’ and measured at the amount equal to the lease liability, adjusted by
the amount of any prepaid or accrued lease payments or provisions for onerous leases recognised on the balance sheet at 31
December 2018. In addition, the following practical expedients permitted by the standard were applied:

* reliance was placed on previous assessments on whether leases were onerous;
+ operating leases with a remaining lease term of less than 12 months at 1 January 2012 were treated as short-term leases; and

* jnitial direct costs were not included in the measurement of ROU assets for leases previously accounted for as operating
leases.

The differences between IAS 17 and IFRS 16 are summarised in the table below:

Leases were classified as Leases are recogrused as an ROU asset and a corresponding liability at the date at which the leased asset 1s made
erther finance ar operating  available for use. Lease payments are allocated between the liability and finance cost. The finance cost is charged to
leases. Payments made profit or loss over the lease term so as to produce a constant period rate of interest on the remaining balance of the
under operating leases liability. The ROU asset 1s depreciated over the shorter of the ROU asset’s useful economic kfe and the lease term on
were charged to profit or a straight-line basss.

loss on a straight-line basis  n determiming the lease tarm, we consider all facts and circumstances that create an egonomic incentive to exarcise
over the period of the lease.  4n extension option or not exercise a terminatian option aver the planning horizon of five years,

in general, it is not expected that the discount rate implicit in the lease is available so the lessee’s incremental
borrowing rate is used. This is the rate that the lessee would have to pay to borrow the funds necessary te cbtain an
asset of a similar value in a similar economic environment with similar terms and conditions. The rates are
determined for each economic environment in which we operate and for each term by adjusting swap rates with
funding spreads {own credit spread) and crass-currency basis where appropriate.

{b) Future accounting developments
Minor amendments to IFRSs

The IASB published a number of minor amendments ta IFRSs which are effective from 1 January 2020, some of which have been
endorsed for use in the EU. The Company expects they will have an insignificant effect. when adopted, on the financial
statements of the Company.

{c} Presentation of information

The functional currency of the Company is pounds sterling, which is also the presentational currency of the financial statements
of the Company.

Capital disclosures under |AS1 ‘Presentation of Financial Statements' ('IAS1') have been included in the audited sections of the
'Report of the Directors: Capital Management' on page 3.

The financial statements present information about the Company as an individual undertaking and not about its group.
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(d} Critical accounting estimates and judgements
The preparation of financial information requires the use of estimates and judgements about future conditions.

There are no accounting pelicies or estimates that are deemed critical to the Company's results and financial position, in terms of
materiality of the items to which the policies applied, which invoive a high degree of judgement and estimation.

(e} Geing concern

The financial statements are prepared on a going concern basis, as the Directors are satisfied that the Company has the resources
to continue in business for the foreseeable future. In making this assessment, the Directors have considered a wide range of
information relating to present and future conditions, including the impact of the COVID-19 outbreak, together with future
projections of profitability, cash flows and capital resources.

{f) Ibor transition

Following the announcement by the FCA in July 2017 that it will no longer persuade or require banks to submit rates for Libor after
2021, the UK market, along with the Bank of England Working Group on Sterling Risk-Free Reference Rates (' RFRWG') has been
engaged with facilitating an orderly transition of the relevant Libors to their replacement rates, for example the Sterling Over

Night Index Average {'Sonia’) for sterling and the Secured Overnight Financing Rate {'SOFR’) for US dollars.

We do not anticipate any significant impact on the company.

1.2. Summary of significant accounting policies
{(a} Income and expense
Interest income and expense

Interest income and expense for all financial instruments is recognised in ‘Interest income’ and 'Interest expense’ in the
income statement using the effective interest method. The effective interest rate is the rate that exactly discounts estimated
future cash receipts or payments through the expected life of the financial instrument or, where appropriate, a shorter period, to
the net carrying amount of the financial asset or financial liability.

Non-interest income

The Company provides business processing and knowledge processing services on a cost pius mark-up basis. Revenue is
recaognised over the period when the services are rendered to the related companies. Revenue from business processing and
knowledge processing services constitutes as a single performance obligation. Accordingly, the transaction price will be based
on cost plus mark-up basis. No element of financing deemed present as the revenue are made with a credit term of 30 days.
Dividend income is recognised when the right to receive a payment is established. This is usually the date when the shareholders
approve the dividend for unlisted equity securities,

(b} Financial instruments measured at amortised cost

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment. A provision for impairment is established when there is objective evidence that the
Company will not be able to collect all amounts due according to the original terms of the receivables. The amount of the
provision is the difference between the asset’s carrying value and the present value of estimated future cash flows, discounted at
the original effective interest rate. When a trade receivable is uncollectable, it is written off against trade receivables and the
amount of the loss is recognised in the income statement. Subsequent recoveries of amounts previously written off are credited
to the income statement.

Accruals and other financial liahilities

The amounts are recognised initially at fair value and subsequently measured at amortised cost using the effective interest
method.

Financial liabilities

Financial liabilities are initially measured at fair value less any transaction costs that are directly attributable to the purchase or
issue. Financial liabilities are recognised when the Company becomes party to the contractual provision of the instrument, The
Company derecognises the financial liability when the Company's obligations specified in the contract expire, are discharged or
cancelled. Subsequent to initial recognition, financial liabilities are measured at amortised cost using the effective interest rate
method.

{c) Employee compensation and benefits
Share-based payments

The Company enters into both equity-settled and cash-settled share-based payment arrangements with its employees as
compensation for the provision of their services.

The vesting period for these schemes may commence before the grant date if the employees have started to render services in
respect of the award before the grant date. Expenses are recognised when the employee starts to render service to which the
award relates,

Cancellations result from the failure to meet a non-vesting condition during the vesting period, and are treated as an acceleration
of vesting recognised immediately in the income statement. Failure to meet a vesting condition by the employee is not treated as
a cancellation, and the amount of expense recognised for the award is adjusted to reflect the number of awards expected to vest.

Post-employment benefit plans

The HSBC group operates a number of pension schemes including defined benefit, defined contribution, and post-employment
benefit schemes.

Payments to defined contribution schemes are charged as an expense as the employees render service.

13



HSBC Global Services (UK) Limited

Defined benefit pension abligations are calculated using the projected unit credit method. The net charge to the income
staterment mainly comprises the service cost and the net interest on the net defined benefit asset or liability, and is presented in
operating expenses.

Remeasurement of the net defined benefit asset or liability, which comprise actuarial gains and losses, return on plan assets
excluding interest and the effect of the asset ceiling {if any, excluding interest}, are recognised immediately in other
comprehensive income. The net defined benefit asset or liability represents the present value of defined benefit obligations
reduced by the fair value of plan assets, after applying the asset ceiling test, where the net defined benefit surpius is limited to the
present value of available refunds and reductions in future contributions to the plan.

The cost of cbligations arising from other post-employment plans is accounted for on the same basis as defined benefit pension
plans.

{d} Tax

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

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

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

Current and deferred tax are calculated based on tax rates and laws enacted, or substantively enacted, by the balance sheet date.
(e} Property, plant and equipment

Land and buildings are stated at historical cost, or fair value at the date of transition to IFRSs ('deemed cost'), less impairment
losses and depreciation over their estimated useful lives, as follows:

. freehold land is not depreciated;

+ freehold buildings are depreciated at the greater of 2% per annum on a straight-line basis or over their remaining useful
lives; and

. leasehold land and buildings are depreciated over the shorter of their unexpired terms of the leases or their remaining
useful lives.

Equipment, fixtures and fittings are stated at cost less any impairment losses and depreciation calculated on a straight-line basis
to write-off the assets over their useful lives, which are generally between 5 years and 20 years.

The carrying amount of an item or property, plant and equipment shall be derecognised on disposal or when no future economic
benefits are expected from its use or disposal.

The gain or loss arising from the derecognition shall be included in the profit or loss when the item is derecognised. The gains or
loss shall be determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. Gains
shall not be classified as revenue.

Any consideration received on disposal is recognised initially at its fair value. If the payment for the item is deferred, the
consideration received is recognised initially at the cash price equivalent. The difference between the nominal amount of the
consideration and the cash price equivalent is recognised as interest revenue in accordance with 1AS 18 reflecting the effective
yield on the receivable.

{f) Called up share capital

Financial instruments issued are generally classified as equity when there is no contractual 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 liguid 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.

1.3 Correction of prior period misstatement

In 2019, it was identified that the amounts relating to augmentation payments for the defined benefit scheme had been
recognised incorrectly in 2017. As a consequence the defined benefit obligation at 31 December 2017 was overstated by £63m,
associated deferred tax asset understated by £11m and retained earning understated by £52m.

The error has been corrected by restating each of the affected financial statement line items for the prior period as follows:

772018 Increasef(decraase) 2018
£'000 £'000 E'000
{Restated*)
Statement of Comprehensive income {extract) T T i 7 T
Profit for the year T o B U - o 141,184 ’ — 191,184 )
Actuarial Gains and losses on defined benefit plans B i o . T
- before income taxes ’ ’ (2.129) 598 ’ (1.531)
-income taxes o - o N 7 T f}éé B o (102} - 260“
Other comprehensive in for year - 189,417 496 189,913
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2018 Increasef{decrease) 2018
£'000 £000 £'000
{Restated*}
Balance Sheet {extract) ) -
Assets ) T o
Retirament benefit surplus o N - 28,716 - W
Deferred tax assets 63,578 (10,867} 52,711
Total assets T o 63,578 18,849 B 82,427
Liabilities T T T
Retirement benefit deficit T T o 34,210 T (34.210¢ [
Total liabilities o - T 34,210 za.z10) -
Equity - o - - o
Called up share capital S 7 20,000 = 20,000
Share premium account 135@ - — __l 35,000
Retained earnings 752704 o 763@ o 2282_61_3
Total equity - ) " 330,204 53089  383.263
Total liabilities and equity 364,414 18,849 383,263
Cash Flow {extract) - --EOIB Inc-l-'ea“s-é.ﬁ;:réé-s_l; 2018
£000 £000 £'000
N (Restated*)
Cash flc;s frE)m operating activities : o i
Profit before tax - T T 237095 237,095
"Change in operating liabilities N (598) 552,300
-C-h:‘;-r-;ge in retirement beneth assei7 o T {7.486) o 598 7 {8,084)
Net cash generated from operating activities {323.289) — {323,289)
B T ) ) Retained Retained
@arnings/ earnings/
Called up share . (Accumulated Increase/ {Accumulated .
capital Share Premium losses) {decrease) losses} Total equity
£'000 £'008 £000  £000 . f000 £000
Statement of change in equity {Extract) (Restated *} {Restated™)
‘At1 Jan 2018 ) o 20,000 } - 14964 52563 67.527 87.527
Profit for the year - I 191,184 - 191,184 191,184
~ actuarial losses on defined benefit N B T
plans — — {1,767} 496 (1,271} {1,271}
Total com prehensive income for the T o T )
year — — 189,417 496 189,913 189,913
2@:?:sar§én shares issued/new _ 135,000 - _ _ 135,000
Dividends to shareholders — — {30,000) - {30,000} {30,000}
Netw impact of equity-settied share- o
based payments — - 823 — 823 823
At 31 Dec 2018 o 20,000 135,000 2 175204 53,058 228,263 383,263
2 Other operating income
Other operating income is earned from diverse range of services provided by the Company to its customers.
Operating income of £4,752m (2018: £4,008m) as shown in the income statement comprise fees charged to other group
undertakings for its services.
3 Employee compensation and benefits
Total employee compensation
2619 2018
£000 £'000
-V\faes ar;dgglarieﬂs i;gliﬁdinéisﬁéré-bgs;d payments o o T T 951,737 821.747
Social security costs B __; o ) T ‘i04,87?_j 103.625
Post-employment benefits 109,862 96,432
Year ended 31 Dec - *7 ’ 1,166,477 1,021.804
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Full-time number of persons employed by the Company during the year

2019 o

Retail Eé;lZing and Wealth Ménagemem o - ’ 1,818 1,637
Commercial Banking - - 713 918
Global Banking and Markets ) 1.805 1,788
Global Private Banking a0 51
Carporate Centre i 7,320 7111
Year ended 31 Dec T ) 11.696 11,502
The share-based payment income statement charge is recognised in wages and salaries as follows:
2019 T 2018
£1000 £:000
Restricted share awards T T 13,291 12,404
Savings—;glated and d{hgr :shar-e award option plans T i - 7,495 1,643
Year ended 31 Dec T ) 20,785 14,047

Pension plans
The Company operates defined contributions and defined benefit pension plans covering all the Company's full-time employees.

Key actuarial assumptions for the principal plan
Guaranteed Minimum Pension ("GMP') Equalisation

On 26 October 2018, the High Court of Justice of England and Wales issued a judgement in a claim between Lloyds Banking
Group Pension Trustees Limited as claimant and Lloyds Bank plc and others as defendants regarding the rights of men and
women to equal treatment in relation to their benefits from certain pension schemes.

The judgement concluded that the claimant is under a duty to amend the schemes in order to equalise benefits for men and
women in relation to GMP benefits. The judgement also provided comments on the method to be adopted in order to equalise
benefits, on the period during which a member can claim in respect of previously underpaid benefits, and on what should be
done in relation to benefits that have been transferred into, and out of, the relevant schemes.

We estimated the financial effect of equalising benefits in respect of GMPs, and any potential conversion of GMPs into non-GMP
benefits, to be an approximate 0.9% decrease in the plan’s liabilities, or £8.6m an the IAS 19 basis as at 31 December 2018. This
was recognised as a past service cost in the income statement. The estimate was performed based on Method C2, which
compares the accumulated benefits, with interest, payable to a member on their ‘'own sex’ and an 'opposite sex’ basis and each
year pays the amount necessary to ensure the higher of the two accumulated amounts has been paid.

The Company determines the discount rates to be applied to its obligations in consultation with the plans’ local actuaries, on the
basis of the current average yield of high quality (AA rated or equivalent) debt instruments, with maturities consistent with those
of the defined benefit obligations.

H.at; |:;f incr;asn Rate of pay

Discount rate Inflation rate for pensions increase

Year Yo Yo %o Yo
At31Dec2019 ' 200 310 290 3.65
At 31 Dec 2018 2.80 3.40 3.10 3.65

The mortality tables and average life expectancy at age - for the principal plan

Life expe-(-;lan-c-\;' ;-t-a-ge 65 fora n;;!e member Life expectanc;} at age 65 for a female mernber-.
Mertalhty table currently: currently:
Aged 65 Aged 50 Aged 85 Aged 50
At 31 Dec 2019 SAPS 52 T 2830 29.30 B 27.60 T 7 28.80
At 31 Dec 2018 saps 82t S 23.70 2460 23.10 2420

1 Adjusted SAPS S2 with CMI_2017 improvements (2016° CMI_2016 improvements) and a 1.25 per cent fong-term annual impraovement.
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Actuarial assumption sensitivities

The discount rate is sensitive to changes in market conditions arising during the reporting year. The mortality rates used are
sensitive to experience from the plan member profile. The following table shows the effect of changes in these and the other key

assumptions on the principal plan:

Tz019 2018
£000 £'000

Discount rate i ) o 7
Change in pension obligation at year end from a 2bbps increase . R S L) {13
Change in pension obligation at year end from a 25bps decrease o _7 15 14
Change in following year pension cost from 25bps increase — —
Change in following year pension cast from 25bps decrease o U - — i
Rate of inflation _ o _f
Change in pension obligation at year end from a 25bps increase o o 12 5
Change in pension obligation at year end from a 25bps decrease 127) )
Change in following year pension cost from 2bbps increase - —
Change in following vear pension cost from 25bps decrease . {1} —
Rate of increase for pensions in payment and deferred pensions o .
LChange in pension obligation at year end from a 25bps increase (19} _in
Change in pension obligation at year end from a 25bps decrease ) o {6) 5
Change in following year pension cost from 25hps increase - o - -
Change in following year pension cost from 25bps decrease - =
Rate of pay increase T o
Change in pension obligation at year end frem a 25bps increase a - 19
Change in pension obligation at year end from a 25bps decrease o o {31} (18)
Change in following year pension cost from 25bps increase o 1 s
Change in following year pension cost from 25bps decrease L) 1
Martality ) o ) o
Change in pension obligation from each additional year of longevity assumed 13 17

Defined benefit pension plans
Net liability under defined benefit pension plans

Present value of

Fair value of plan defined banefit

Net benefit asset/

assots obligations {liability)

£'000 £'000 £'000

Met defined benefit asset at 1 January 2019 ' 414,083 . (384,367) 29,716
Service cost - (53.886) {53.886)
- current service cost - (11,336) -(1 1.§§6)
- past service cost - (42,550) {42,550
Net interest cost on the net defined benefit lability o T 1.732 (12.497) - {765)
Re-ﬁ;égéhréaént effeicrts recogﬁige'dwi;w other comprehensive income 33,393 77(25,610! 10,373
~return on plan assets (ex;:_lha iné interest income) 33.393 - - 33,393
actuarialgains - {23,020) {23,020
Transfer payments (188,500) 157,093 (31,407)
Contributions by employer 62,429 - o 62,429
Benefits paid 4,238) 4.238 _ -
Administrative cost during the year o o {6.133) 3,778 {2,359)
_At 31 Dec 2019 T 322,766 (308,661} 14,105
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Present value of defined Net benefit asset/

Fair value of plan assets benefit obligations {hability}
£000 £000 £000
[Restated™}

“Net defined benefit asset at | January 2008 - 382,846 @eL24 21,632
Service cost T — TTi3a489  (34,489)
_-current service cost T T o T T {10.277} 10,277
- past service cost o — {24,212} (24,2_‘_I_2)
Net intarest cost on tha net defined benefit asseviliability) 10,088 S areos {916)
Re-measurement effects recognised in other comprehensive income Congen 18,400 {1.531)
- return on plan assets (excluding interest income) (19,931) — ~ (19,931)
- actuarial gains T — 18400 18400

Transfer payments /0 N — —

Contributions by employer S 47,692 — 47,692
_Benefits paid S (4.333) - azm -
Administrative cost during the year B (2,279) {393} {2,672)
At 31 Dec 2018 T T T msoss (384,367} 29.716

Fair value of plan assets by asset classes
- 2019 2018 )

d;&ted Vl};rknt o Wl'ﬁ;qu'oa - Quoted market No quo(edwr;n;rra

price in active market price in price In active price in active

Fair value market active market Far valua market market

£'000 £'000 £'000 £'000 £'000 £'000
Fair value of plan assets 322,766 322,766 - 414,083 © O a08677 4,408

“Equities ’ 69,828 69,828 - 409,677 409,677 I

Index linked 123,702 123702 - T T - -

Fixed interest 72,262 72,262 - - - — -
Pioperty 21.154 2115 - ) - ==
Other 35820 358320 - 4406 B YT

The actual return on plan assets for the year ended 31 December 2019 was a positive return £45.1m {2018: negative return of

£9.8m). The Company expects to make £18.7m of normal contributions to defined benefit pension plan during 2020.

HSBC share award plans

Restricted share awards
{including annual
incentive awards
delivered in shares) and
Group Performance
Share Plan 'GPSP')

International Employee

Share Purchase Plan
{"ShareMatch'}

An assessment of perforrmance over the relevant period ending on 31
December is used to determine the amount of the award to be
granted,

Deferred awards genearaily reguire employees to remain in
employment over the vesting pentad and are not subject ta
performance conditions after the grant date.

Deferred share awards generally vest aver a period of three years and
GPSP awards vest after five years.

Vested shares may be subject to a retention requirement post-
vesting. GPSP awards are retained until cessation of employment.
Awards granted from 2010 onwards are subject te malus provision
prior to vesting.

Awards granted to Material Risk Takers from 2016 onwards are
subject te clawback post vesting.

+ The plan was first intreduced in Hong Kong in 2013 and now includes
employees based in 25 jurisdictions.

Shares are purchased in the market each quarter up to a maximum
value of £750, or the equivalent in local currency.

Matching awards are added at a ratio of one free share for every
three purchased.

Matching awards vest subject to continued employment and the
retention of the purchased shares for a maximum period of two years
and nine months.
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Movement on HSBC share awards

‘2019 T a8

Number Number

o {000s) (000s)
Restricted share awards butstanding at 1 Jan o o - 2,829 3,278
Additions during the year T 2,429 2,340
Released during the year ) - ~ {2,089) (2,247)
Forfeited during the vear - - 94) (108)
Transferred out during the ye;_ _ - T T T {174} {434)
Restricted share awards outstanding at 31 Dec ST T Z_SE T 2_,8-2?
Weighted average fair value of awards granted (£} 5.98 5.76

HSBC share option plans

Savings-related share option plans
('Sharesave’)

Two plans: the UK plan and the International Plan. The last grant of
options under the international Plan was in 2012.

From 2014, eligible employees can save up to £600 per manth with
the option to use the savings to acquire shares.

Exercisable within six months following either the third or fifth
anniversaries of the commencement of a three-year or five-year
contract, respectively.

The exercise price is set at a 20% (2018: 20%) discount to the market
value immediately preceding the date of invitation,

Calculation of fair values

The fair values of share options are calculated using a Black-Scholes model. The fair value of a share award is based on the share

price at the date of the grant.

Movement on HSBC share option plans

Savings-rd:;ﬂ_;h;:e o;tit;s

Number WAEP’

{000's) £
7ﬁu;§ta;|ding at1dan2019 T T T 19,733  4.87
Granted during the year S - T Tauve 4.69
Exercised during the year S o T (3_,3-5_5-) Y
Expired during the year S (3906) 7 5.43
Transfarred ouut-(Er-ing the y-ear - T T o (495} 4.30
Qutstanding at 31 Dec 2019 S 21,454 4.77
ll\liigpﬂ_a_ver@e n_emaining contraciual life {years} 2.74

1 Weighted averags exercise price

Savings-related share options

Number WAEBW
_ {00Q's) T
_Outstanding at 1 Jan 2018 T T 2-2-:562 ' Caa4
Granted during the yéar o o T 6_753_ T 544
Exercised during the year o - o 7{79753) 414
"Expired during the year T T T o (1,708} “488
Transferred in during the yegr i T T T 79 470
_Qutstanding at 31 Dec 2018 T 19733 4.87
Weighted average remaining contractual life {years) ~ 583

1 Weighted average exercise price

4 Directors’' emoluments

None of the Directors of the Company received any emoluments in respect of their services as Directors of the Company (2018:
nil). The Directors consider that their services to the Company are incidenta! to their other responsibilities within the HSBC Group.,

5 Auditors’' remuneration

The amount incurred in the audit of these financial statements was £95k {2018: £95k}. In the year additional services totalling
£2.6m (2018: £6.3m) have been engaged via the Company.

The full disclosure requirements of non-audit fees is included within the consolidated group accounts for HSBC Holdings plc.
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6 Tax
Tax expense
2019 2018
£'000 £000
“Current tax ' - T T o - } B B T
UK Corporation tax o S B B o
_-For this year T - T eza0n 63,730
- Adjustments in-res-pect of pri(;r year-s-. - T . ) (1,74-01" o {3,324}
- Withholding tax suffered T T T T T T 17,400 —
Total current tax - 7 T T 7 T 79181 60406
Deferred tax
TJTngZnEn and reversals of temporary differences I (8,061) o (17.104)
_-Eﬂe_cts of changes in tax rates o oot T s T o LB) - _7 2449
- Adjustmenté in res})eéi o{brgr yﬂaarrsi T o o T 7(2,128) 160
Total deferred tax - 049 (14495
Year ended 31 Dec 68,954 45911

The UK corporation tax rate applying to the Company was 13.00% {2018: 19.00%).

The Finance (No2} Act 2016 provided for a reduction in the main rate of UK corporation tax from 19% to 17% from t April 2020
and deferred tax is measured at that rate at the balance sheet date. In March 2020 legislation was enacted to reverse that
reduction and maintain the rate at 19%. This is expected to give rise to an increase in the net deferred tax asset of approximately
£8m in 2020.

Tax reconciliation

The tax charged to the income statement differs to the tax expenses that would apply if all profits had been taxed at the UK
Corporation tax rate as follow:

2019 2018
£'000 (%) £'000 (%)

Profit befare tax - 25180 . emnes T
Taxat19%12018:19.00% o 50,380 19.00 45.048 19.00
“Adjustments in respect of prior period liabilities _ 3.872) 1.46} BIsH (133
Permanent disallowablesu ST T T T T T 1,498 T __0_56_ T T _
‘Expenses not deductible S 1,404 0.59
Impact of differently taxed évéEeaf pﬂ)f;is lgoqé}s;é;o;iions 367 oia & o03
Trﬁ pact d@ﬁ\;ﬂges in tax rates - i 330? T 1.17 ) 2,449 1.03
Shareoptons - - 113 0.05
Local taxes and overseas wi:hholding taxes 17,490 776’.67077777 o j T 777:
Other o 10.01) -

Year ended 31 Dec T T 26.00 45911 19.37

7 Deferred tax

The following table shows the gross deferred tax assets and liabilities recognised in the balance sheet and the related amounts
recognised in the income staternent:

Praperty, plant Share base; Oth-r t;m-;bu;;ry
and equipment pay diff Total
£000 £'000 £'600 £1000
At 1 Jan 2019 T @2,072} (5,328) 5311) T ®2,711)
Income statement charge T (1&(@9)7 - 374 5,416 - _(7_899)
Equity statement credit — — — -
Other comprehensive income charge ;; :i : 7_7__7_ 7_77 7 - - - -
Prior year adjustments @32y 0 — "~ {10.682) (12,994}
Other movements - T T - 1,067 7.292 8.359
At 31 Dec 2019 58,073y (3.887) " (3.285) (65,245}
At 1 Jan 2018 (Restated®} - {20,346) 19.576) (11,659} (41,581)
Income statemertt charge o (21.9775]7' 7 Tasg 6,961 (14,6595)
Equity statement credit/{expense} 7 - - 3,626 T - T 3626
Other comprehensive income credit f__ - 7 T - (362) (362)
Prior year adjustments ] 249 263 {251) %81
Other movemeants _7-_ I — T = -
At 31 Dec 2018 {42,072} (5,328) (5,311) T {52.731)
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8 Cash and cash equivalents

2019 2018
£000 £'000

_Amounts held with other group undertakings - o ) B 613242 448728
At 31 Dec S 613,242 148,728
9 Analysis of financial assets and liabilities by measurement basis
Financial assets and financial liabilities are measured on an ongoing basis either at fair value or at amortised cost.

Fi;uncial assets S

and (liabilities} at

amortised cost Total
At 31 Dec 2019 £000 £'000
Assets
Cash and cash equivalents T T T T T T 7T B13,2a2 613,242
Trade and other receivables T T 497,102 " 497,102
Gther assets 165.185 165,185
Total financial assets o o o 1,275,529 1,275,529
Liabilities
Amount owed to other group companies T (546,320) (546,320)
Financial fiabilities due to group companies N {595,000} " {595,000}
Accruals T T T T T T T T am0.832y 1490.832)
Share-based payment liabilities T T e T o (19,959) ~ (13,959)
Lease liabilities {130,579) {130,579)
Other iabilities A {197,608) (197.608)
Total financial liabilities {1.980,298) (1,980,298)

Financial assets and
{habilities) at

amertised cost Total
At 31 Dec 2018 £'000 £000
Assets o - T
Cash and cash equivalents o 448,728 448,728
Trade and other receivables - ) - - T 652?22_ - -_-65;,-825-
Other assets B ) 26,487 26,487
Total financial assets - B - o 1,128,037 1,128,0737
Liabilities . o
Arnount owed to other group companies {673.365) (573.365)
Financial liabilities due to group companies T T . {%—95,&)0) - Eﬂﬁbi
Accruals o (424,663 (424,663)
Share-based payment liabilities I T {20,832) T {20832
Lease liabilitiss - T T T -
Other liabilities - 0 07 ) (157,364) (197.364)
Total financial liabilities ) S ~(1.811,229) {1.811.224)
10 Trade and other receivables
2019 2018
£'900 £'000
" Amounts due from other group undertakings T agra02z 652822
At 31 Dec 497,102 652,822

Armounts due from other group undertakings are

unsecured, non-interest bearing and repayabte on demand.
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11 Property, plant and equipment

Equipn;;ﬁt,
fixtures and Freehold land Leasshold land
fittings and buikdings and buildings Total
£000 £'000 £1000 £'000
Cost - - - T ” -__
At 1 Jan 2019 694,908 242,277 66,918 1,004,103
Additions 228,789 T a1aa 25,037 257,970
Disposals ) ) -  (254.609) - (5501)  (260,111)
As at 31 Dec 2019 669,089 246,419 86,454 1,001,961
Accumulated depreciation
At1 Jan 2019 - T 257,129) (33.899)  (4,607) _  (295,63%5)
Charge for the year {169,700) (8.010)  (8,382) {187,092)
Disposals 24320 2 207 243.695
As at 31 Dec 2019 ) e ) {183.539) 42.911) {(12,583) (239,032)
Net book value 7
As at 31 Dec 2019 T T T 7T 485,550 203,508 73,871 762,929
Equipment,
fixtures and Freahold land and Leasehold land
fittings buildings and buldings Total
£'000 £'coe £'000 £'000
Cost T T T
At 1 Jan 2018 - i 301630 202311 — 50334
Additions o 106,760 40,012 67127 513899
Disposals S __ 03482 @ (209 (13,737
As at 31 Dec 2018 694,908 242277 66,918 1,004,103
Accumulated depreciation
At1 Jan 2018 - {140.614) (26.382) = (16699
Charge for the year (124,639 T (7199 4.613) (136,451}
Disposals T 8,124 (318) T s Trmz
As at 31 Dec 2018 B T @s7129 0 (@389 14,607) " (295,635
Net book value o i
As at 31 Dec 2018 437.779 208,378 62311 708,468
12 Intangible assets
T T T 2010 2018
£000 £'000
Cost S - - S
At 1 Jan S - ©5o584  _
" Additions - S 68,444 50,584
Disposal T - T T 59,327y -
As at 31 Dec T T B T T T T sg 701 50,584
13 Right-of-use assets
T 2018
£°000
Lost _ . _ o
At Jan 93,354
“Additans — __' o ] 47,634
Disposals T (4,243)
As at 31 Dec o N i T -_- - 136,7E
Accumulated depreciation
At 1 Jan o ___t.015)
Charge for the year S i {17.809)
As at 31 Dec i (18,824)
Net book value ) o
As at 31 Dec B 117.921

Leases relates to properties used by the company in its normal course of business.

Baiances mcluded within other assets in balance sheet
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14 Accruals, deferred income and other liabilities

2019 2018
£000 £'006
Accruals T - T Ta%0,832 424,663
Share-based payment liabilities ) B B o 19,959 T 27055
Amounts owed 10 other group cempanies o . o o 546,320 573.365
Lease Liabilites 130,579 —
Other liabilities ) 197,608 197,364
At 31 Dec i B 1,385,298 1,216,224
Amounts due to other group undertakings are unsecured, non-interest bearing and repayable on demand.
15 Called up share capital
2019 B 2018
Number £'000 Number £'000
lssued, aflotted and fully paidup "* -
Ordinary shares of £1 each N 20,000,101 20,000 20,000,101 20,000
As at 1 Jan and 31 Dec 20,000,101 20,000 2000010t 20,000

In 2019, no share was issued {2018 1 share of £1 was issued for a total consideration of £135

16 Management of financial risk

m}.

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

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

Credit risk management

Credit risk is the risk of 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 approvals, the control of exposures, credit policy direction to the business, and the monitoring and reporting

of exposures.
Balances are primarily with other companies within the HSBC group and have low credit risk.

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 10 such resources only at an excessive cost. The risk arises from mismatches in the timing of cash flows.

The following is an analysis of undiscounted cash flows payable under various financial liabilities by remaining contractual

maturities (excluding interest} at the balance sheet date:

Dua
betweon Due

Carrying Contractual Due within 3-12 betwesn 1-5 Due after 5

value cash flows On Demand 3 months months yoars years

£000 £'000 £'000 £'000 £'000 £'000 £'000

Amounts owed 10 parent undertakings 595,000 674,614 = 3,422 12,030 659,162 -
Accrued interest on loans from parenﬁlign-c-!_erta!ﬂriQ§ 7 68_6 588 - 588 - - -
ﬂgﬁ-r{l_s“due tq-o-t-her group undertakings 548,320 546,320 546,320 - - — —
Accrued liabilities - 490,244 490,244 490,244 - - - =
Lease liabilities 130,579 130,579 - 3122 11,117 60,139 56,201
Other liabilities 197,608 197,608 197,608 - - - -

At 31 Dec 2019 1,960,339  2.039.953 1,234,172 7,132 23,147 719,301 56,201
Amounts owed to parent undertakings 595,000 630,379 - 3786 371089 266504  —
Accrued interest on |Oﬂr_lS_ f_rurn pareﬁi Ilndertakings 2.089 2,089 — — 2,089 — —
‘Amounts due to other group undertakings 573,365 573,365 573,365 — - - -
Accrued liabilities - 422574 422,574 422,574 — — — —
Lease liabilities - - - - - - -
Other liabilities - 97.364 197.364 197,364 - - - -
At 31 Dec 2018 1,790,392 1825771 1,193303 3786 373178 255,504 —

Market risk management

Market risk is the risk that movements in market factors including interest rates, foreign exchange rates or equity and commodity

prices will impact the Company’s income or the value of its portfolios.

During the current and previous year, the Company had minimal expasure ta foreign exchange, primarity relating to the payment

of costs in other currencies.
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Interest rate risk

As at 31 December 2019, the Company was exposed to interest rate risk on its £595m lcan, which is based on LIBOR. The table
below sets out the effect on the future net interest income of an incremental 100 basis points parallel rise or fall in interest rates
at the reporting date {floored to 0%}. (2018: £595m loan interest rate risk},

100 bps inclo-aso

100 bps dectease

£'000 £'000
“Asat31 Deo 2019 _ o T
Amgunts due from parent undertaking 5,950 ) ~ {5,950)
Tatal increasel{decrease) 5950 (5,950)
“Asat31 Dec 2018 _
Amecunts due from parent undenakiné ’ h 5,950 5,950)
Total increase/(decrease} 5950 (5.950)

17 Related party transactions

The Company's related parties include the parent, fellow subsidiaries, post-employment benefit plans for the Company's
employees, Key Management Personnel, close family members of Key Management Personnel and entities which are controlled
or significantly influenced by Key Management Personnel or their close family members.

Key Management Personnel are defined as those persons having authority and responsibility for planning, directing and
controlling the activities of the Company and includes members of the Board of Directors.

The charge for the Director's services has been borne by another company for their services as they are employees of the group.

2019

Due toffromy HSBC

2018

Due to/from subsidisries

Due to/from HSBC Holdings

Due to/from subsidiaries of

Holdings plc of HSBC Holdings plc plc HSBC Heldings ple
Highest Highest Highest Highest
31 Dec Balance 31 Dec Balance 31 Dec Balance 31 Dec Batance
£000 £'000 £000 £'000 £'000 £'000 £'000 E'000
Aszets . S e -
Amounts due from other group
undertakings 40,261 71,659 456,841 630,131 38,761 198,783 614,061 1,809,333
Cash and cash equivalents - balances
with HSBC undertakings - - 613,292 717,332 — — 448,728 750,935
Total related party assets at 31
Dec 40,261 71,659 1,070,083 1,347,463 38,761 198,783 1,062,789 2,560,268
Liabilities o
Amounts owed to other group
undertakings 223,342 247,170 322,978 493,082 250,886 250,886 322,479 1,024,258
Financial labilities due 1o group T
undertakings 595,000 595,000 - — 596,000 595,000 —
Total related party liabilities at 31 N
Dec 818,342 842,170 322,978 498,082 845,886 845,886 322,479 1.024,258

Allincome shown within interest income on the face of the income statement is generated from transactions from group undertakings.
The outstanding balances arose from the ordinary course of business and on substantially the same terms as for comparable
transactions with third party counterparts. The average credit period is 30 days

18 Parental undertakings

The ultimate parent undertaking and ultimate controlling party is HSBC Holdings plc which is the parent undertaking of the
largest group to consolidate these financial statements. HSBC Holdings plc is the parent undertaking of the smallest group to
consolidate these financial staterments.

The immediate parent undertaking is HSBC Group Services Limited. All companies are registered in England and Wales.

Copies of HSBC Holdings plc's consolidated financial statements can be obtained from:

HSBC Holdings plc
8 Canada Square
London E14 6HO
United Kingdom
www.hsbc.com

19 Events after the balance sheet date

Since early 2020, the epidemic of Coronavirus Disease 2019 {"the COVID-19 outbreak’) has spread across China and other
countries, and it has affected business and economic activities to some extent. The Company expects to increase staff costs,
purchase more electronic equipment and incur additional maintenance costs in the year 2020 to ensure daily operations of the
Company. There is also uncertainty on whether the Company’s overseas business will be affected. Up to the date on which this
set of financial statements were authorised for issue, the Company is still unable to estimate the concrete financial impact related
to COVID-19 outbreak, and will pay close attention to the development of the COVID-19 outbreak and take relevant measures.
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