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HSBC Trust Company (UK) Limited

Strategic Report

Principal activities
HSBC Trust Company (UK) Limited (‘the company') is n limited company domiciled and incorporated in Englond and Wales, United Kingdom. its
trading address ts 8 Canada Square, London E14 SHQ.

The carpany is an authorised bank under the Financin) Services and Markets Act 2000 authorised by the Prudential Regulation Authority (*PRA’) and
regulated by the Financial Conduct Authority (‘FCA").

The company's principal activity is to provide weaith management services and products to customers of HSBC Holdings ple together with its
subsidiaries ('HSBC Group®} in the UK includirg trustecships. The company has no direct employees, with all related services provided by the immediate
parent undertaking HSBC UK Bank plc (‘HSBC UK').

Any reference to employees in this document is referring to employees of the parent entity.

‘The company i limited by shares.

Review of the Company

During 2021, the company continued to deliver on strategic decisions as {1 sought to restructure, simplify activities and de-risk the company. One of the
impwu of this was lower income than in the prior year. TRe repositioning of the company aver the pat year has seen the assets under management and
iated decline following the planned migration of products to the parent.

Performance

The company’s results for the year under review are as detailed in the income statement shown on page 12 of these financial statements.

The performance of the company has recorded a loss of £377 this year (2020; Loss of £367,000). The total assct value of the company as a1 31 December
202) amounts to £26,456,000 (2020: £55,293,000).

The primary mover of the year on year ptiformance movement was reduced operating costs following the migration of the Child Trust Fund (*CTF')
book in 2020 and lower regulatory conts, Fee and commission & has also de d due to the migration, partially offset by higher Trusts FUM,

The CTF migration completed on 28th June 2020 whereby a total of £0.586bn FUM across 300,711 customers was migrated and was included in the
2020 accounts.

Section 172 Statement

Stakeholder views and Decision-making

In overseeing the business and exercising its duty 10 promote the long-term success of the company for the benefit of its stakeholders as a whole, the
Board takes account of various factors, including: the views and interests of relevant stakeholder groups, the likely consequences and potential impact
of a decizion in the long term, and the need to act fairly between the company’s stakeholders.
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TomlheDuuﬂnnmcwuplymswvﬂllhwmwrydnnummgmewawytmhholdaimdhhu informed decisions, they are

ided with ve induction programmes and an ongoing training programme. The Directors frequently engage, individually and collectively,
mthmmganwtamlmpmwdedmm reicvant, timely and eccurate information both at and between Board mectings. This is supplemented by direct
engagement with key stakcholders, internal and external subject matter experts and independent advisers, as appropriate.

‘The Board recognises the benefits of open and constructive dialogue with the company's stakeholders, whether directly by Directors or indirectly through
management engagement, nenablalhzawdmdcvelopm\mdumndm of the different needs and expectations to be taken into sccount when setting
the company's strategy and operating the business in 8 sustainable way. The extent to which cach stakeholder group uengagadwnh and amtanphwd
depends on the matter or issue under consideration. Often, the Board is required to balance conflicting needs and expectations b

stakeholder groups in order to reach a decision that it considers to be in the long term interests of the company and its stakeholders overall. The oulcomc
may, therefore, not be favourable 1o all stakehelders, all of the time.

Stakeholder Engagement
The Covid-19 pandemic restrictions continued to materislly impact the Board"s ability to engage with its stekeholders in 2021, particularly in-person
meetings. H: , the Di sought al ive ways 10 engage and have regard 10 its stakcholders over the year, in particular receiving regular

reports from management on issues conceming its siakeholders. The Board considers its stakeholders to be the people who work for us, bank with us,
own us, regulate us and live in the societies we serve. The Board recognises that building strong relationships with our stakeholders will help deliver the
company's strategy in line with its long-ierm values, and operate the business in a sustainable way.




HSBC Trust Company (UK) Limited

Report of the Directors
Directors
‘The Direclors of the company who were in office during the year and up to the date of signing the financial statements were as follows:
Nume Appolsted Restgned
JCoyle 01 March 2016
P M Spencer 11 April 2016
J B Hewitioo . 01 January 2020
The Articles of Association of the company provide thet in certain circumstances the Directors are cnuued 1o be indemnified out of the assets of the

company agmm! claims from third parties in respect of certain lisbilities anising in jion with the perft of their functions, in
with the provisions of the UK Companics Act 2006. Indemnity provisions of this nature have been in plnu: during the financial year but have not been
utilised by the Directors. All Directors have the benefit of directors’ and officers’ liability insurance,

Dividends

The company's d:reclon have approved on irtesim dividend of £5,000,000 in respect of the year ended 31 December 2021, See Note 6 of the financial
statements.

Significant events since the end of the financial year

In its asscasment of events after the balance sheet date, the company has considered and concluded that no material events have accurred resulting in
adjustments (o the financial statements.

Future developments

The company continues to work clascly with its parent undertaking, HSBC UK Bank plc, to imp} the opti strategic solutions for the p:
of Wealth Meanagement setvices to HSBC Customers in the UK.

The board has agreed to migrate CISA to HBUK by June 2022. There are currently no plans for further migration but this is regularly reviewed, HTCU
will not issue new products or take on new business in the foresceable future, but current responsibilities will be maintained.

Going concern basis

TheDi id pare the financial statements on a going concern basis. In making their going concem assessment, the Direclors
have considered 2 wule nnge ofdzuu}ud information relating to present and potential conditions, including ptoﬁubxlxty. cash flows, capitsl requirements,
Covid-19 and capital resources.

Financial risk management

The financial risk management objectives and policies of the company, together with an analysis of the exposure 1o such risks, as reguired under Part |
of Schedule 7 of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008, arc st out in Note 19 of the Notes on
the financial statements.

The Covid-19 outbresk continues to dominate the political and economic landscape as it did throughout much of 2021. The twin shocks of a public
hullh emergency and the resultant cconomic fallout have been felt around the world, and hit both advanced and emerging markets. The closure of

thr d medical and food supplics for many markets, and there is the potential foreommaammmoneatofocueffomoahuldmgmhml
supply chains closer to home to be leas vulnerable to glabal shocks. In eddition to this increasing inflation is also impacting the economy. We have
actively mansged the cisks resuiting from the Caovid-19 outbreak and its impacts on our customers and operations during 2021,




HSBC Trust Company (UK) Limited

Report of the Directors (continued)

Capital management

The company defines capital as total sharcholders® equity. It is the company's objective to maintain a strang capital base to support the development of
its business and to meet regulatory capitsl requirements at all times. There were no changes to the company's spproach (0 capitsl management during
the year.

Pillar 3 of the Basel regulatory framework is related to market discipline and aims to make financial services finns more transparent by requiring
publication of wide-ranging information on their risks, capital and mansgement. Separate Pillar 3 disclosures are not required for the company as the
company is included in the lidated Pillar 3 disch of HSBC UK Bank pl¢. These Pillar 3 Disclosures at 31 December 2021 are published on
HSBC Group's website, www.hsbe.com, under *Investors’.

The PRA is the supervisor of the company. The PRA sels capilal requitcmenta and receives information on the eapital adequacy of the company. The
company complied with the PRA's capital adequacy requirements throughout 2021.

Our policy and practice in capital measurement and allncnuon for the company is underpinned by the Capital Requirements Regulation and Directive,
as implemented (*CRR I1') rules and any national di tied by the PRA.

‘The Base! 111 framework is structured around three *pillars’; minimum capital requirements, supervisory review process and market discipline. Basel Il
introduced 8 number of capita) buffers, including the Cagpital 'Canservation Buffer, Countercyclical Capital Buffer and other systemic risk buffers. CRR
n lcgslnhon implemented Basel M in the EU, and the *PRA Rulebook' for CRR Fitms transposed the various national discretions under the CRR n
tegislation into UK requirements.

The PRA confirmed in April 2020 that it would maintain current Systemic Risk Buffer (SRB') rates, and those of any successor buffer and next reagsess
them in December 2021, with any decision laking effect from January 2023, Therefore, the company remains subject to a SRB of 1% of total RWAs.

Regulatory capital

The company's capital basc is made up of commron equity tier 1. Common equity tier 1 capital is the highest quality form of capital, comprising
sharcholders’ equity.

" ‘The company is regulated by the FCA7. The FCA’s General Prudential sourcebook (\GENPRU") provides rules for calculating the actual capita) and
minimum capital resources requirements of the company. The company is expected to maintain capital at sbove the minimum requirement at all times.

Calculation of actual capital

2021 2020
£000 £900
Ther | capital
Sharebolders’ oquity LY 73 Jsore
Common equity der 1 capits) 13074 18,076
Tier 1 capitsd 15,076 15075
Jgtalroguintery caplta) 15476 15076
Rirkwyighted assety (Unandited)
Crodit and comterparty rizk 1,197 13350
Opensticnal sk _ 17260 7
Totz 18457 _som
Capital ratios (%)
Common equity ticr | ratio $1.58(%) LTHK)
Tier  ratio . 81.63(%) IETIN)
Tota) exptt rato YT 36710%)

The company held capital resources above the minimum requirement throughout the year.

i

Independent auditors

PricewntethouseCoopers LLP (‘PwC’) are external auditors to the company. PwC has expressed its willingness to coatinue in office and the Board
recommends that PwC be re-appointed as the company's auditors.




HSBC Trust Company (UK) Limited

Statement of directors’ responsibilities in respect of the financial statements
The directors are responsiblc for preparing the Annua) Repart and the financisl statements in nccordance with applicable law and regulation,
Company law requires the directors (o prepare financial statements for cach financial year. Under that law the directors have prepared the financial

statements in accordance with UK-adopted international accounting standards. In preporing the financial statements, the direciors have olso clected to
comply with Interational Financial Reporting Standards issued by the Internations) Accounting Standards Board (IFRSs as issued by IASB).

Under company law, directors must not approve the financial statements unleas they are satisfied that they give a truc and [air view of the state of affairs
of the company and of the profit or l0ss of the company for that peried. In preparing the financial statements, the directors ase required to:

e select suitable accounting policies and then apply them consistently;

o  gtate whether applicable UK-adopted intemnational eccounting standards and IFRSs issued by IASB have been followed, subject to any
materinl departures disclosed and explained in the financial statements;

¢ make judgements and sccounting estimates thal are reasonable and prudent; and

s prepere the financial statements on the going concemn basis unless it is inappropriate to p that the

pany will continue is buginess.

The directors are responsible for safeguanding the assets of the company and hence for taking reasonnble steps for the prevention and detection of fraud
and other irvegularities.

The directors are also responsible for kecping adequate accounting records that are sufficicnt to show and explain the company's transactions and

disclose with reasonsble eccuracy ot any time the financial position of the company and enable them 10 ensure that the financial stalements comply with
the Companies Act 2006.

Directors’ confirmations .
In the case of each director in office al the date the directors® report is approved:

e 8o faras the director is aware, there ia no relevant eudit information of which the company’s auditors are unaware; end

e they have taken all the steps that they ought to have taken as a director in order 1o make themselves aware of any relevant audit information
and {o establish that the company’s suditors are aware of that information.

Approved by the Board on 29 March 2022 and signed on its behalf by:

T Uesdron

J E Hewitson
Director

8 Canada Square
London E14 SHQ




HSBC Trust Company (UK) Limited

Indepel;dent auditors’ report to the members of HSBC Trust Company (UK)
Limited

Report on the audit of the financial statements

Opinion
In our apinion, HSBC Trusi Company (UK) Limiled's financial slatements;

e givea trucand fair view of the statc af the company’s afFairs as a1 31 December 2021 and ofits loss and cash flows for the year then cnded;
e have been properly prepared in accordance with UK-adopied internationa] accounting standards; and
e  have been prepared in accordance with the requi ts of the Comp ies Act 2006,

We have audited the financial statements, ineluded within the Anmual Report and Financial Statements (the “Annual Report”), which comprise: balance
sheet as at 3) December 2021; the income statement, the statement of comprehensive income, the stalement of cash {lows, the statement of changes in
equity for the year then ended; and the notes to the financial statements, which include o description of the significant accounting policics.

Our opinion is consistent with cur reporting to the Boand of Directors.

Separate opinion in relation to IFRSs as issued by the IASB

As explained innote 1 10 the financial statements, the company, in addition to applying UK-adopted intemational accounting standards, has also applied
international financial reporting standards (TFRSs) as issued by the Inlemational Accounting Standards Board (IASB).

i

In our opinion, the company financial statements have been properly prepared in accordance with [FRSs as issued by the IASB,

Basis far opinion :

We conducted our audit in sccordancs with [niemational Standards on Auditing (UK) (“ISAs (UK)") and applicable faw, Our responsibilities under
[SAs (UK) are fusther described in the Auditors® responsibilities for the audit of the financial statements section of our report. We believe that the audit
evidence we have oblained is sufficient and approptinte to provide o basia for aur opinicn.

Independence

We remained independent of the company in accordance with the ethical requirements that arc relevani to cur audit of the financial giatements in the
UK, which includes the FRC’s Ethical Standard, as applicable to public interest catities, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. '

To the best of our knowledge and belicf, we declare that non-audit services prohibited by the FRC's Bthical Standard were not provided.

Other than those disclosed in Note 4 to the financial statement, we have provided no non-audit services 1o the company o its coatrofled undertakings in
the period under audit.

Our audit approach

Overview
Audit scope ’

o  Wesilored the scope of our sudit to ensure that we performed enough work to be able to express an opinion on the financial statements as a whole,
taking into account the structure of the Campany, the accounting processes and coatrols, and the industry in which the entity operates.

Key audit matters
*  Revenue recognition-trust management fees

Materiality

®  Ovenll materiality: £263,810 (2020: £552,000) based on 1% of tolal asscts.
¢ Performance materiality: £197,858 (2020: £415,000).
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The scope of our audit
As part of designing our audit, we determined materiality and assessed the risks of material misstatcment in the financial statements.

Key audit matters

Key audit matters are those maticrs that, in the auditors’ professional judgement, were of most significance in the audit of the financial statements of
the current period and include the most significant asscssed risks of material misstatement (whether or not duc to fraud) identified by the auditors,
including those which had the grestest cffect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the
engagement team. These matters, and any comments we make on the results of our procedures thereon, were addressed in the canteat of our sudit of
the financial statements as a whole, and in forming our opinion thereon, and we do nat provide a separute opinion on these matters.

This is not a camplete list of ol risks identificd by our audit.

Revenue tecognition with respect to trust management fecs is a new key sudit matter this year. Impact of Coronavirus discase (“COVID-197), which
was a key audit matter last year, is no longer included because we deem our consideration of this area in the current year to be adequately captured by
our other key audit matters and the averall risk and unceriainty around COVID-19 has declined due to belter preparedness and responics over the past
year. Based on this we belicve that it does not represent an area of increased eudit attention in its own right

Key audit matter ) How our audit addressed the key andit matter
Revenue recognition-Trust Management Fees
Refer to Notes on the finantial ststements, Note 1.2 (a) and Note 2 Operating (Loss). | We have performed substantive testing procedures

Fees are generated from various revenue streams, much of which is sutomatically to achieve an appropriate level of audit evidence in
calculated by a system and requires no mansgement intervention or judgment. The relation 1o mansgement fec income. Our procedures
processing of trust management fee income does however involve different included the following testing:

contractual terms and manual interventien and is therefore considered to be more e Tested a sample of customer contrects
complex in nature with an associated higher risk of misstatement, agrecing relevant details to the

information maintained on the system,

¢ On asample basis we reperformed the
calculation of fee income based on the
terms and conditions per the customer
contrsct and compared this to the
revenue that had been recognised,

=  For asample of assels held within the
trust arrengements we performed testing
over the market value of the asscts held
on which the associated fee income is
based. :

e Woelested a sample of manual journals,
focusing on those considered to have
higher risk characteristics, secking
appropriatc evidence 1o support the
journal postings.

How we tailored the audit scope

We tailored the scape of oar audit Lo ensure that we performed enough work (o be able to give an opinion on the financia) statements as a whole, taking
into account the structure of the company, the sccounting processes and controls, and the industry in which it operates.

As part of designing our audit, we determined materiality and asscssed the risks of material misstatement in the finaneial statements. In particuler, we
tookea at where the directors made subjective judg , for ple in respect of significant accounting catimatea that involved making assumptions
and considering future cvents that are inherently uncertain.

Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitstive thresholds for materiality. These, together with
qualitative considerations, helped us to determine the scope of our audit and the nsture, liming and extent of our audit procedures on the individual
financial statement line items and disclosures and in evaluating the effect of misstatements, both individually and in aggregate on the financial statements
as a whole.

Based on our professional judgement, we determined materiality for the financial statements as o whole as follows:
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.

Overall company | £263,810 (2020: £552,000).

materiality

How we 1% of total asscts

determined it

Rationale for We belicve that total assets is o key messure used by the shareholders in assessing performance of the entity and is a

benchmark generally accepied auditing benchmark. Recent product migrations have impacted the size and complexity of the

applied entity’s business and have reduced the company's revenues as well a3 profitability and as such, total assets was
determined to be the most relevant benchmark.

We use performance materiality 1o reduce to an appropriately low level the probability that the aggregate of uncomrected and undetecied misstatements
exceeds overall materiolity. Specifically, we use performance materiality in detesmining the scope of our sudit and the nature and extent of our testing
of account batances, classes of transactions and diselosures, for example in determining sample sizes. Our performance materiality was 75% (2020:
75%) of oversl) materiality, amounting to £197,858 (2020: £415,000) for the company financial statements.

In determining the performance materiality, we considered a number of factors - the history of misstalcments, risk asscssment ond aggregation risk and
the cifectiveness of controls - and concluded that an amount ot the upper end of our aormnal range was appropriste.

We agreed with the Board of Directors that we would report o them misstatements identified during our audit obove £13,191 (2020: £27,600) as well
s misstatements below that amaunt that, in our view, warranted reporting for qualitative reasons.

Conclusions relating to going concern
Our cvaluation of the directors® asscssment of the company's ability to cantimue to sdapt the going concern basis of accounting included:

e Evaluation of mansgement's assessment of Ginancial resource plan and cumrent and future projections of profitability, cash flows and capital
requirements and capital resources.

Based on the work we have performed, we have not identified any materis] uncertaintics relating to events ar canditions that, individuslly or collectively,
may cast significant doubt on the company's bility (o continue es 8 going concem for 8 period of at least twelve months from when the financial
statements are authorised for jasue.

in auditing the financial statements, we have concluded that the directors® use of the going concem basis of accounting in the preparaticn of the
financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the company’s ability to continue a2 a
going concem.

Our responsibilities and the responsibilities of the directors with respect to going concemn are described in the relevant sections of this report.

Reporting on other information

‘The other information comprises all of the information in the Annual Report other than the financial statements and our auditors’ report thereon. The
directors are responsible for the other information, Our opinion on the financial statements does not cover the other information and, accordingly, we do
not express on audit opinion or, except to the extent atherwise explicitly stated in this report, any form of assurzace thereon.

In connection with our audit of the financial statements, our resporsibility is to reed 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 otherwisc appears to be materially
missisted. If we identify an apparent material inconsistency or material misstatement, we are required to perform procedures to conclude whether there
is a material migstaiement of the financisl statements or 8 material misstatement of the other information. If, based on the work we have performed, we
conclude that there is a material migstatement of this other information, we are required to report that fact. We have nothing (o report based on these
responsibilitics.

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

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain opinions and matters as described
below.
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Strategic rep;:rt and Report of the Directors

In our opinion, based on the work undertaken in the course of the sudit, the information given in the Strategic report and Report of the Direclors far the
year ended 31 December 2021 is consistent with the financia) staiements and has been prepared in accordance with applicable legal requirements.

In Yight of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did not identily any matersial
misstatements in the Strategic report and Report of the Directors, .

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responiibilitics, the directors are responsible for the preparation of the financial statements in
nceordance with the applicable framework and for being satisficd that they give a true and fair view. The directors are also responsible for such internal
control as they determine is necessary 1o enable the preparation of financial statements that are free from material misstatement, whether due to fraud or
emor.

In preparing the ﬁ:chinl statements, the directors atc responsible for assessing the company’s ability to continue as a going cancem, disclosing, as
applicable, malters related to going concern and using the going concern basis of accounting unless the directors cither intend to liquidate the company
or 10 cease operations, or have no realistic altemative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether (he financial statements as 2 whole are free from material misstatement, whether due to
fraud ar errot, and to issuc an auditors’ report that includes our opinion. Reasonable assuranco is a high level of assurance, but is not a guarantee that an
audil conducied in accordance with ISAs (UK) will atways detect a material misstatement when it exists, Misstatements can arise from fraud or esror
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the cconomic deeisions of users taken on
the basis of these financisl siatements.

Irregularities, including fraud, arc instances of non-compliance with laws and regulations, We design procedures in line with our responsibilities, outlined
above, (o detect material misstalements in respect of irregularitics, including fraud. The extent to which our procedures arc capable of detecting
irregulosities, including fraud, is detailed below. '

Based an cur understanding of the campany and industry, we identificd that the principal risks of non-compliance with laws and regulations relaled to
Financisl Conduct Authority'’s ("FCA"™) regulations, the Prudential Regulation Authority's (“PRA™) segulations, Anti-Bribery and Corruption legislation,
Anti-Money Laundering legislation and the UK tax legislation, and we considered the extent to which non-compliance might have a material effect on
the financial statements. We also considered thasc laws and regulations that have & direct impact on the financial statements such as Conmn'ies Act
2006, We evaluated management’s incentives and opportunitics for fraudulent manipulation of the financial statements (including the risk of override
of cantrols), and determined that the principal risks were related to posting inappropriate journal entries, and management bias in accounting estimates
and judgments, Audit procedures performed by the engagement team included:

s challenging estimates and judgements made by management in their significant accounting catimates, in particular in relation to the provisien for
customer remediation and identifyiog and testing journal entries, in particular unexpected journals combination posted to revenue, journals that arc
created and approved by the same person, which were backdated, those which are apparent duplicates or reversals of cach other or those posted by
senior management. Audit procedures performed by the engagement team included a review of the financial statement disclosures to undetlying
supporting documentation, ceview of correspandence with regulators including the PCA and PRA, enquiries of management and review of intemal
audit reports in 8o far as they relate to the financial statements.

‘There are inherent limitations in the audit procedures described sbove. We are less likely to become aware of instances of non-compliance with laws
and regulations that are not closely reiated to events and transactions reflected in the finsncial etatements. Also, the ¢k of ot detecting a material
misstatement due ta fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
forgery or intentional misrepreseniations, or through coftusion.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using data auditing techniques. Hawever, it
typically involves selecting a limited number of items for testing, rather than testing complete populations. We will often seek to target particular items
for testing based on their sizs or risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about the population
from which the sample is selected.

A further desctiption of our responsibilities for the oudit of the financial s is | d on the FRC's wehsile at:
www.fre.org.uk/auditorsresponsibilities. This description forms part of cur suditors’ report.

10
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Use of this report

This eepont, including the opinians, has been prepared for and onty for the company s members as a body in sceordance with Chapter 3 of Part §6 of the
Companics Act 2006 and for no other purpase. We do not, in giving thesc opirions, accept or astume responsibility for any other pusposs or o any other
person to whom this report is shown or into whose hands it may come save where expreasly agresd by our prior consent in writing,

’

Other required reparting

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

o wehave not obtained all the information and explanations we require for our sudit; or

e adequate accounting records have not been kept by the company, or retums adequste for our sudit have not been received from branches not visited
by us; or
certain disclosures of directors' remuneration specified by law arc not made; or
the financial statements are not in agreement with the accounting records and retums.

i

‘We have no exceplions to report ariting from this responsibility.

Appointment

Following the recommendation of the Board of Directors, we were sppointed by the directors on 31 March 2015 to audit the financial statements far the
year ended 31 December 2016 and subsequent financial periads, The period of total unintesrupted engagement is 6 ycars, covering the years ended
31 December 2016 to 31 December 202). :

Haww ndirgan,

Hamish Anderson (Senior Statutery Auditor)

for and on behalf of PricewsterhouseCoopers LLP
Chariered Accountants and Statutery Auditors
Birmingham

29% March 2022
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Financial statements

Income statcment for the year ended 31 December 2021

2021 2020
Nots £'C00 £900

{nterest income 6 3
Interest expense = 0)
Net Intsrest tncome i 2 3 30
Foo end commission income 4,013 4412
Net foe tncame U 4013 4412
Nat operating brecms 4,019 4842
General end administrative expenacs (4,020) (8.374)
Total cperating expenses 2 (4,020) (3,574)
Operating Lona (U] {1,132)
Loss before tas 1) {1,132)
Tax credit S - 137
Profit/ (Loty) after tax from discontinued operations — 628
Profit/ (Loss) for the peried - [e1)]

Statement of comprehensive income for the year ended 31 December 2021
There has been no comprehensive income or exp other than the Loss for the year as shown above (2020 nil),
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Balance sheet at 31 December 2021
Registration No: 106294

200 m0
New  £90 £000
Assets
Loans and advances to banks ’ 25042 53,671
Logns and sdvances b 2 n 329
Accrued incame 36 =
Other ascts " 1,075 1,181
Current tax_ssscts 3 1 11
Investmenty in subsidisrics " s ]
Total sxsets . 18546 $3.293
Liabilities and equity
Linbilittes
Custoemer socounts “ 6364 19,484
Bank overdrafty with perent undertakings * 2 661 14,782
Accrualy, deferred income end other lisbilises i 2213 5,591
Current tax linbilities $ - _
Provisi i 142 3%
Total Rablities 11380 40217
Eqguity
Calied up ehero capital el = =
Retzined exrmingy 13,076 15,076
Total equity 15,076 15,076
Totul llabitities and equity 26,436 33293

The accompanying notes on pages 16 to 26 form an integral part of these financial statements.

These financial stalements were approved by the Board of Directors on 29 March 2022 and signed on its behell by:

T Mestron

J E Hewilson
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HSBC Trust Company (UK) Limited

Statement of cash flows for the year ended 31 December 2021

2021 020
Now 900 £000
Cush flows from sperating netivities
(Loss) before tax from continuing operations ). (1,132)
Profts before tax from discontinued operutions - 618
Ad]ustmeats for:
Changs in operating aiscts L n 389
Changs in opernsing Habilities (69 0.5
Jax credit roocivod/(paid) 137 0,510
Net cash wsod In opersting activities (60 qang
Cash figwy from firancing activitles
Dividends peid - 9,400).
Nt cash usad tn Onanclog activitles — (A0
L i (1688 a.1n
Cash and cash brought forwerd 38919 36,937
Cast and cash aquivatents earrted forward hod 22,383 33919
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Statement of changes in equity for the year ended 31 December 2021

Calted  wp - hany

espital Shary Premiom Retatued carnisgs Total equity
£'000 £000 (X £:000
At 1 Jas 2021 ~ — > 18,076 18,075
Loss for the year — - — —
Total comprehausive expento (br the year - - - -—
Divhienda 2 therehotdens = = = =
AldLDes2edl = — S - L2828
At | Jan 2020 — — 24843 2480
Loz for e yeur e = e2)) (87
o) comprehensive cxperae for o yea = = () gen
Dividends to sharchold —_ — (9.400) 19,400)
At 1] Dec 2020 — — 13,06 18,076

Equity is wholly attributable ta the equity sharcholder of HSBC Trust Company (UK) Limited.




HSBC Trust Company (UK) Limited

Notes on the financial statements

1. Basls of preparation and significant accounting policies

The financial statements of the company have been prepared in dance with the C: nies Act 2006 as applicable to companies using International

Financial Reporting Standards (*IFRSs’). The principal accounting palicies applied in the preparstion of these financial statements have been consistently
applied (o all of the ycars presented, unless otherwise stated.

1.1. Basis of preparation

(a) Compliance with International Financial Reporting Standards

The financial statements comply wﬂh UK-adopied internationa) accounting standards and with lhe requirements of the Companies Act 2006. These
financial statements are also prepared in dance with [ ional Pi ia) Reporting Standards (IFRSs") as issued by the Intemational Accounting
Standards Boerd (IASB), mcludmg intespretations issued by the [FRS Inlerpmxnom Comumittee, as there are no applicable differences from [FRSs as
issued by the TASB for the pesiods presented. There were no unendorsed standards cffective for the year eaded 31 December 202) affecting these
financial statements.

Standards adopted during the year ended 31 December 2021

“There were no new eccounting standards or interpretations that had a significant effect an HSBC Trust Company (UK)™ in 2021. Accounting palicics
have been consistently applied™

{b) Futore accounting developments

Minor amendments to IFRSs ‘

The LASB has not published any minor amendments to IFRSs which are cffective from 1 January 2021, However, the [ASB has publighed a number of
minor amendments to [FRSs that are effective from | January 2022 and ] January 2023. The company expects they will have an insignificant effect,
when adopied, on the financial stat of the company.

New IFRSs
IFRS 17 'Insurance Contracts®

The IASB has published [FRS 17 ‘Insurance Contracts’. IFRS 17 has not yet been endorsed but is not expected to have a mgmﬁcam impact on the
financiel statements of the company.

(c) Presentation of information

Capita) disclosurcs under [AS 1 ‘Presentation of Financial Statements’ ((IAS 1') have been included in the Report of the Directors: Capital Management
an page S.

The financial statements present infosmation about the company as an individual undertaking and not about its group. The company is not required o
prepare consalidated financial statements by virtue of the exemption conferred by section 400 of the Companies Act 2006.

The financial siatements have been prepared under the historical cost convention.

(d) Critical accounting estimates and judgements

The preparstion of financial information requires the use of estimates and judgements about future conditions. There are no accounting policies or
estimates that are deemed critical to the results and financial position, in terms of materiality of the items to which the policies applied, which involve a
high degree of judgement and estimation.

(¢) Going concern

The financial statements are prepared on & going concern basis, as the Directors are satisfied that the company hag the to continue in business
for the foresceable future. [n making this sssessment, the Directors have considered a wide range of information relating to present and future conditions,
including future projections of profitability, cash flows and capital requirements and capital resources.

1.2, Summary of significant accounting policles

(2) Income and expease
Interest income ond expense

Interest income and expense for all financial instruments, excluding those classified as held for trading or designated at fair value are recognised in
*Interest income”’ and ‘Interest expense’ in the income statement using the effective interest method.

Interest on credit-impaired financial assets is recognised using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment lass.
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1.2, Summary of signlficant accounting policies (continued)

(o) Income and expense (continued)
Non-interest income and expense
Fee Income is camed from a diverse range of services provided by the company to i1s customers. Fee income is accounted for as follows:

¢ Incame camed on the exccution of a significant act i recognised as revenue when the act is completed (for example, fecs arising from negotiating a
transaction, such as the acquisitian of shares, for e third party); and

+ Income camed from the provision of services is recognised as revenuc s the sesvices arc provided (for example, asset management scrvices).

(b) Investments in subsidiaries

‘The company classifics investments in entitics which itcontrols as subsidiaries. Where a company Is govemed by voting rights, the company consolidates
when it holds, directly or indirectly, the necessary voting rights (o pass resolutions by the governing body. In all other cases, the assessment of control is
more complex and requires judgement of other factors, including having exposure to variability of retutns, power (o direct relevant activities and whether
power is held ns agent of priccipal.

The company's investments in subsidiaries are stated at cost fess impairment losscs.

(¢) Financial instruments measured at amortised cost .
Financial asscts
Financial asacis that are held to collect the contractual cash flows and that contain contractual terms that give risc on speeified dates to cash flows that

are solely payments of principal and interest, are measured af amartised cost. Such financial essets include most loans and edvances fo banks and
cusiomers.

Financial Linbilitics
o' Accounts, 1s owed 10 other group undertakings, represent financial lisbititics, Financial linbilities are measured ot amortised cost.

(d) Impairmeut of amortised cost financial assets

Expected credit loszes are recognised for loans and advances o banks and customers and other financial assets held at amortised cost. At initial
recognition, allowance (or provision in the case of some loan commitments and financial guarantees) is required for ECL resulting from default events
that arc possible within the next 12 months or less, where the remaining life ia feas than 12 months, ("12-month ECL"), In the event of a significant
increase in credit risk, allowance {or provision) is required for ECL resulting from ail possible defaull events over the expected life of the financial
instrument (*lifetime ECL’). Financial asscts where 12-month ECL is recognised are considered to be ‘stage 1"; financial assets which are considered lo
have experienced a significant increass in credit risk arc in ‘stage 2°; and financial asacts for which there is objective evidence of impairment are
considered to be in default or otherwise credit-impaired are in ‘stage 3°.

Write-off

Financial agsets (and the related impairment allowances) are normally written off, either partially or in full, when there is no realistic prospect of recovery.
Where loans are secured, this is generally after receipt of any procoeds from the realisation of security. In circumstances where the net realisable value
of any collateral has been determined and there is no reasenable expectation of further recovery, write-off may be caddier.

(¢) Offsetting of finnucial assets and financlal Gabdilites

Fmancialmeumdﬁmncialliabiliﬁamoﬂ';dandtheudumomuiuqm!edinlhehalmeshcdv{bmthctciulcgallyenfoueabluightwoﬁsd
the recognised emounts and there is an inteation to settle an a azt basis, or realisc the assct and settle the liability simultanecusly.

0 Tx
Incoms 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 lax is recognised in the same statement in which the related ilem sppears.

Current tax is the tax expected 10 be payable on the taxable profit for the year and on any adjustment {o tax payable in respect of previous years, The
company provides for pctml.ml current tax liabilitics that may arise on the basis of the amounts expected 10 be paid ta the tax authorities.

Deferred tax is d on temporary differ b the carrying amounts of asscis and liabilities in the balance sheet, and the amounts attributed
to such useumdllablhucs for tax purpases. Deferred tax is calculated using the tax rates expeeted to apply in the periods as the assets will be realised
or the liabilities settled.

Current and deferred 1ax are calculated based on {ax raies and laws enacted, or xubmnﬁv:l)'« enacted, by the balance sheet date.
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1.2. Summary of significant accountiug policies (continued)

(g) Provistons

Provisions are recognised when it is probable that an cutflow of cconomic bencfits will be required to seftle a present legal or constructive obligation
that has arisen as a result of past events and for which a reliable estimate can be made.

(b) Discontinued Operations

There have been no discontinued operstions in the year. During the year 2020, the company migrated wo of {ts products, namely Select Investment
Fund ('S[F") and Child Trust Fund (‘CTF’) to its parent company - HSBC UK Bank pk.

(1) Cash and cash equivalents

Cash and cash equivalents include highly liquid investments that ore readily convertible to known amounts of cash and which are subject to an
inaignificant risk of change in value. Such investments are normally those with Icss than three month's maturity from date of acquisition.

2. Operating (Loss)

Operating (Loss) is stated after the following items of income and expense:

wn w20
£'000 £000
¥ee iacome
Feza eamed on tiust and other fiduciery activities whese the company bolds or invests asscts on behalf of its customen 2,782 3382
R shere reccived from HSBC UK Life 74 45
Other Fees 387 408
Pue expense
Interest on finsncial ingtruments ! e G)
Geoeral and sdmisistrative expeases
Rechanges from other group entities for services pravidod Q,519) 5,603)

Employee compensation and benefits

The company has no employees (2020: nif), The charges for all staff related services for the cumrent and prior year has been bome by other HSBC Group
companies and recharged as noted above.

3. Directors' emoluments

The aggregate emoluments of the Directars of the company, computed in accordance with the Companies Act 2006 as amended by statutory instrument
2008 No. 410, were:

1011 2020

£900 £000
Salsries end other cmoluments n 101
Year snded 31 Dec n 101

No Director exercized share options over HSBC Holdings pic ordinary shares during the year, (2020: No Director exercised share options over HSBC
Holdings plc ordinary shares). .

Retirement beaefits are soctuing to 2 Directors (2020: 2) under money purchase schemes in respect of Directors’ qualifying services. Contributians of
£600 (2020 £825) were made during the year 10 moncy purchase arrangements in respect of Directors’ qualifying services,

Discretionary b for Di are based on a combination of individual and corporate performance and are determined by the Remuneration
Committee of the company’s ultimate parent company, HSBC Holdings plc. The cost of any conditional awards under the HSBC Share Plan and the
HSBC Plan 2011 (‘the Plans’) is recognised through an annusl charge based on the fair value of the awards, apportioned over the period of service to
which the awsrd relates. Details of the Plans are contained withia the Directors’ Remuneration Report of HSBC Holdings ple. i

Of these aggregote figures, the fallowing amounts arc attributable to the highest paid Director:

01 020

£'000 £000
Sataries and other cmoluments 9 36
Year ended 31 Dee 39 36

Pension contributions of £400 (2020: £825) were made by the company in respect of services by the highest paid Director during the year.
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4. Auditors’ remuneration

2021 2020
£'000 £900
Audit fecs for HSBC Trust Commptny (UK) Limited's statutory nudit
+ Pocs to cusrent 48 46
—Foes relasing o previous yesr = an
Focs for other services o the
- Audit-refated services 2148 274
Your ¢oded 31 Dec 2%4 283

The audit related assurance services relates 1o client money andit work, No fees were payable 1o PricewaterhouseCoopers LLP for the following types
of scrvices: inlernal sudit services and services related to litigation, secruitment and remuncration (2020 nil).

5. Tax
Tax Credit
202) 2020
£'000 £900
Curreat tax "
UK Corporation tax .
- For this year ® (37)
Total carvent tax for year ended 31 Dec (0] (37

The UK corporation tax rate applying 1o the company was 27% (2020: 27%), comprising 19% UK corporation tax rate and as the company mects the
definition of s banking company, 8% bank surcharge.

Tax reconclliation '
10 020
- £90 %) 000 - %)
Qoss)/Profit before ax
- Continuing sctivities ) (,132)
- Discontinuing ectivitics - 628
before ax [HY 13081
Tax ot 19.00% (2020: 19%) - an 6 a9
Adfotments i regpect of prios yeen = = - =
Bent o= _— (40) 8)
Amounts oot recogrised - - 0] —
Year andad 31 Dee Q) an (137 @
The cffective tax rate for 2021 of 27% (2020: 27%) reflecting the UK rate of corporation tax for banking entitics.
6. Dividends
2om 2020
£ Der idare ! £ por chare 000

£000
Dtvidends daclared on ardieary shares
Interim dividend 5,000,000 5,000 . .




HSBC Trust Company (UK) Limited

7. Net cash Now from operating asscts and Habilitles

p: o1 2020
200 150
Camgein Aty
Change in sccrued income (36 3,923
Chango in loens end edvences to customers 3 61
Change in other sascts k2 [¢2)]
n 359
_Qhange t eperatiop tnbfitties
Change in eccruals and deferred income (3,378) {5,308
Ohange in custoner socounty (93,120) 2.336)
Chango in other lisbilities (U0 67
(16,745 7.397)
Loans and sdvenocs to bank of onc month or less 15,042 $367¢
Bank overdrafts with perent undertakings of one moeth or less (3,661} (14,752)
Changs in cash 604 cash equivalenty 12381 38919
8. Analysis of financial assets and Hlabilities by measurement basis N
Financis! assets and financial liabililics are measured on an ongoing basis of amortised cost.
9. Cash and cash equivalents
it 2020
2000 £000
Loans and sdvances to banks with parent undertakings 28,042 53,671
Bank overdrafts with parent undertakings (3,661) (14,752)
At 31 Dee 1230 38,919
10, Loans and advances to customers
21 2020
£'900 £000
Loens and sdvanocs (o customers 97 329
At 31 Dee bisd 329
Loans and advances to customers by industry sector
2031 3030

Gmhmnd Grem iban , . by Grom oo and

sdvasces bdstry ;s % eftotd  advinces©s  Grog boan by industry
o Do loam customers 2 %of total grom loane
£900 * £v00 ko]
Persona) b:2) 100.00 329 100.00
At 31 Dee 297 100.00 329 100.00
*  —— — — —

11, Discontinued operations

Corporate ISA (*CISA’)

The Corporate [SA (CISA) product is expected Lo migrate from the company to HSBC UX Bank plc by June 2022. The revenuss, expenses and
associated tax of this product has not been disclosed as a discontinued operation a3 they do not qualify under IPRS 5 (Non-current Asscts Held for Sale

and Discontinued Opcrations) for the year.
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12. Investments in subsidiaries

Cenatryof Tuterest ta oquity

{acorparation capital (%) &mthu Na .ahhm Tovestmest (£)
Midlsnd Noeminoce Limited * Kegingd 100.00 Ordtrary £1.00 100 ™
Turasoceic (Nominces) Limitod ! Eogland 100.00 Ordinary £1.00 2 3
St. Cross Trustocs Limited * England 100.00 Ordinary £1.00 8,000 _ 8,000
HSBC Exocutor snd Trazteo (UK) Limited ' Eaghnd 10000 Ordinary $1.00 100,000 -

| Address: 8 Camada Square, Landon E14 SHQ, United Kingdom.

Details of all subsidiarics, as required under scction 409 of Companies Act 2006, are set qut above. The principal countrics of operation are the samc as

the countries of incorporation.
No investments in subsidiarics were impaired in 2021 (2020: nil). :

13. Other assets

2021 2020
£000 £000
Amounts duc from fellow subsidisries 228 208
Asmounts dus from feliow Group undertakings 117 -
Other Astcts 1710 946
At 31 Dee 1,078 1,151
Amounts due from fellow subsidiaries were unsecured and repaysble on demand.
14. Customer accounts
2021 2020
£000 £000
Retal] custemers
Qustomer 6364 19,434
At 31 Dec 6350 19,484
Customer deposits have varizble inierest rates and are repayable on demand.
15. Accruals, deferred income and other liabflities
021 2020
£000 £000
Accruals and deferved income 887 489
Amounts owed to other group companies [ 106
Amounts owed to perent endcraling 1,288 4,495
Other lisbilities . 362 501
At 31 Dec 2313 3,891
Amounts owed Lo other group companies are unsecured, interest free and have no fiaed repayment. )
16. Provisions
Customer Remedistion
021 2020
000 £000
A1l 3%0 323
Additions — 243
Amcunts tilised (234) (119)
Unused amounts seversed (D) {37,
At31 Dec 142 390

Provisions relate to customer remediation cases. There is uncertainty associated with both the timing and quantum of the provisions which reflect o best

estimate of the likely scttiement amounts.
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17. Maturity analysis of assets and llabilities

The following is an annlysis of asscts and liabilities by residual controctual matunities at the balance sheet date.

Due within 3 Dwe betwern 3- 12 Dus between - 8
Os dsmand Giaty ooaths years Bue afier Syears  Undated Total
L0000 £'000 £000 £'060 £'000 £'00 £000
Assets
Loans 2nd advances to banks 9,_0_9 - -— -— — — 28,042
Losns snd advances to customers - —_— - = - 297 m
Other asscts o 368 - - — - = 108
pey and accrued income —_ 36 - -— - - 3%
Non-finsncial asscts ot e ] -— - $ 6
At 31 Dec 2021 25,79 L) 1] - — 302 25,456
Liabilitles and Equity
Qustomer sccounsty 6,364 — - — — -— 6,364
Aceruals end other findncial lisbilities 230 1610 pL} — - s 3,213
Provigions fned el - - - 142 142
Bank overdrafts with purens usdertakings 3,661 - - - — — 2,661
Non-financia! liabilitics - - - - - - -
_Equity - - - — — 15,076 18,076
At 31 Dec 2021 9388 1,520 358 - - 18,229 25436
' Due within 3 Dasbetwren 3-13 Dus detwran § - 8
On demand ooaths nonths yeare Dusafler Speate Undated Tota)
£'000 £'000 2000 £'000 1000 £900 £'000
Asista
Loens snd sdy ¢o banks 33,67 ol - fad - - 33,671
Losns snd sdvances to customers -} e . . - - 329
Other sssets 946 205 -— -— - — 1,181
Non-financial essets - - 7 = - s 142
At 31 Dee 2020 54.946 208 137 - - S 35,293
Ldablittiey eng Equity
Customes gccomts 19,484 — — — - - 19,484
Accruals end other fingncial lisbilitics n 4911 298 - - 3,591
Provisions - - - - - 390 ‘390
Bark overdrafts with perent undertakings 14782 - — — — — 14,152
Non-financial liabilitics - - - - - o -
_Equity —_ -— — — —_ 18,078 13,076
At 31 Dec 2020 34,613 4911 298 — — 15,471 $5.293
18. Called up share capital and other equity instruments
Called up share capital and share premium
HSBC Trust Company (UK) Limited ordinary share of £5.00 each, issued and fully paid
102 2020
' Nymber 2000 Number o0
As at ] Jao and 31 Dec ) -— ]

No restrictions relating to distributions or repayment of capital are attached to the Ordinary shares.
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19. Management of financial risk

All of the company's sctivitics involve (o varying degrees, the analysta, evaluation, acecptance and management of risks or combination of risks. The
most important types of riak include finencial risk, which comprises credit risk, liquidity risk and market risk. The management of financial risk and
congideration of profitability, cash flows and capital resources form a key clement in the Direclors’ ssscsament of the company as a going concem,

Since the Covid-19 outbreak in the UK, HSBC Group have worked with the UK Government, regulators and owr custonters in order to implement
measures 1o mitigate the financisl impacts of the outbreak on our clients ard the UK economy. We have successfully invoked business commmly plans
{o effectively manage our operalions under the constrairts imposed by the UK Govemment in response to the outbreak.

Any and al! such cvents mentioned above could have a materis) adversc effect on our business, financial condition, results of opesations, liquidity and
cipital position, &3 well 03 on our customers and supplicss.

Credit risk management
Credit risk is the risk of financial toss if a or countarpasty of the company fails to meet n payment obligation under a contract,

Within the ovenll framework of the HSBC Group policy, the company hea an established sisk management proceas encompassing credit appravals, the
control of exposures, credit palicy direction to the business, and the menitoring and reporting of exposures. The management of the company i3
responsible for the quality of its eredit portfolios and follows a credit process involving delegated approval suthorities and credit procedures, the objective
of which is to identify problem exposures in order 10 acceleraic remedial action while building a portfolio of high quality risk assets. The company's
credit risk rating systems and processes differentiate exposures in order to highlight those with greater risk faciors and higher poteatial severity of loss.
Regular revicws are undertaken 1o assess and evaluate levels of risk concentration.

The majonity of the company's exposure to credit risk is to the parent underiaking, HSBC UK Bank plc.

1. Mazimum exposure to credit risk

1021
-e Masinu®m axpossrs  Offhet Na
— £000 2000 000
Loans and advances at amortised cost 15399 — 28,339
Other esaects 1,116 - 1,116
At 31 Dec 1643 = 2643
2030
. Maximmexonre  Offct - Nt
. £000 2000 £000
Loens and advences st emortised cost 34,000 — 54,000
Other zzacts 1293 o 1,293
At 31 Dec 35293 e B 35,293

11. Cancentration of credit risk expasure

Concentrations of credit risk arise when a number of counterparties or expasures have comparable economic characteristics, or such counterparties are
engaged in similar activities, or operate in the same geographical areas or industry sectors, 50 that their collestive ability (o meet contrectual obligations
is uniformly affected by changes in economic, political or other conditions (sce loans and advances to customers by industry table on Note 10). The
company uses a number of controls and measures to minimise undue concentration of exposure in the company's portfolios across industry, country and
cusiomer graups, These include portfolio and counterparty limits, approval and review controls, and stress testing.

Due to the retail-based naturo of its lending sctivitics, the compeny is not exposed te any significant concentration risk external to the parent entity 96%
(2020: 96 %) of the credit risk exposure is 1o the parent undertaking, HSBC UK Bank plc.

11, Credit quality

The five credit quality classifications defined below each encompass a range of more granular, intemal credit rating grades, as well as external rating:
Quality csmifieation : Estaroa) credht reting

Stroag A-and sbove
Qood BBB+ to 8BB-
Satisfactory BB+ to B and usrated
Sub-standard B-to C .
Creditimpaired ’ Defauft
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19. Management of financial risk (éonﬂnued)
" 311, Credit quality (continued)

The five classifications below describe the credit quality of the company’s lending. These calcgories cach encompass a range of maore granular, internal
credit rating grades assigned to corporate and perzonal lending business,

Quality classification definitions
‘Strong’ exposurcs demonsirate a strong capacity 10'meet financial commitments, with negligible or low probability of default.

‘Good’ exposures demonstrate o good capacity to meet fingacial commitments, with low defsult ritk.

‘Satisfactory’ exposures require clogser monitoring and demonsimte an ge 1o fair capacity to meet fi
risk.

i1

ts, with mod default

‘Sub-standard® expasures require varying degrees of special attention and default risk is of greater concem.
*Credit-impnired’ exposures have been assessed as impaired.

The company categoriscs al}

on its Financial Aascts as Stage 1.

P

Distribution of financial instruments by eredit quality

Strong Geod Teta)
£'060 £000 £'000
Loens end advances to banky 3002 - 25042
Lozns end advances to customen e m b2k
At 31 Dee 2021 28,042 wm 35339
Losns end edvences o benig $3,671 - 33,671
Loans and sdvances to customers — h7:] 2
At 31 Dec 2020 . 33,671 329 34,000

IV. Coliateral and other eredit enhancernents

The company follows guidelines as to the scceptability of specific classes of coflateral or credit risk mitigation. While eollateral is important in mitigating
credit risk, it is the company prctice 1o lend on the basis of the customet’s ability to meet their obligations aut of cash from regources rather than sely
on the value of security offered.

Liguidity risk management

Liquidity risk is the risk that the company does nat have sufficient financial resources 1o meet obligations as they fall duc or will have sccess to such
regources anly at an excessive cost. The rigk arises from mismatches in the timing of cash flows.

The company is included in the HSBC UK Bank ple Liquidity Group (‘Liquidity Group") which is managed as a singlc operating entity, in tine with the
epplication of the UK liquidity regulations as agreed with the PRA. Each member agrees to provide liquidity support when necessary.

Market risk management

Market risk is the risk that movements in market factors inchuding interest rutes, foreign exchange rates or equity and commedity prices will impact the
company's income or the value of its portfolios.

The company's ebjective is to manage and control market rate exposures while maintaining a market profile consistent with its risk appetite.

Market Risk is managed and controlted through limits approved by the Risk Management Meeting ("RMM’) of the HSBC Group Management Board

for HSBC Holdings plc and the global busincases. These limits are allocated across business lines and approved by the HSBC QGroup's legal entities,
including HSBC UK Bank plc.

An independent risk unit develops risk management policies and messurement techniques, and reviews limit utilisation on o daily basis.

Market price risk

Market risk is the risk that movements in market factors, including foreign exchange rates and commodity prices, interest eates, credit spreads and equity
prices will reduce the company’s income or the vahue of its portfolios. '

The company is indirectly exposed to market price risk through their valustion of client in; ts in ISASs, structurcd producis and managed portiolios.
which impacts on the income derived from the management of these funds.

Forelgn exchange risk
The company has no material foreign exchange rigk as all balances and transactions are in sterling.
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19. Management of financial risk (continued)
Interest rate risk

Interest rato risk is the risk that a change in interest sates will affect the company's pesformance. Deposits reccived from customers are at variable rates
of interest, geaerally linked to customer rates offered by HSBC UK Bank plc. The company pleces all funds with its parent.

20. Regulntory matters
The of provi isd ined in d with the i licics sct out in Note |. While the outcome regulatory malters are

inhaumly uncestain, management belicves that, based on the infermation availsble to it, approprisie provisions have been made in respect of these
matters a3 at 31 December 2021 (See Note 15), Where an individual provision is matesial, the fact that s provision has been made is stated and quantified.
Any provision recognised docs not constitute an edmiasion of wrongdaing or legat liability. [1 is not practicable 10 provide an aggregate estimate of
potential liability for our regulatory maticrs as a class of contingent liabilitiea.

21. Related party transactions
(a) Transactions with Directors and ather Key Management Personnel

Key Management Personnel are defined as those persons having autherity And mpmnhilny for planning, dirccting and controlling the activities of the
campany. Only the directors are key management personnel duning the year.

~

Compeasation of Key Mansgement Personnel

The fallowing represents the compensation for Directors end key management persanne! of the company in exchaage for services rendered to the
company for the year they served during the year.

wn 2020
£000 €000
Shortcerm employee benefia n 58
_Post-eniployment beoefits ) !
(b) Transactions with other related parties
‘Transactions detailed below include amounts duc to/from HSBC UK Bank plc.
1w 2020
£900 £000
Assets
Loens end sddvances to benks 35042 33,6M
Lishliitles
Other iabilisies 1,288 1,078
Bank overdrafts with parent cadertakings 3,661 14782
1 2020
£900 £900
[neomme riatement
Interest income 1 6
Geners) end administretive capenses 337 4363
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HSBC Trust Company (UK) Limited

21. Related party transactions (continucd)

Transactions detailed below include amounts due to/from other group companies. (HSBC Life (UK) Limited), St Cross mecs Limited &
HSBC Exccutor Trustee Cu(UK)le

2031 2020
£900 £000
Assets
Other as3cts 33 203
Liabliittes
Other Liabilities [ §,508
wil 2020
£000 £900
Income statement
Poe income 874 1,504
Qenersl and administrative cxpenses 47 128

The uanucnom were made in the ordinary course of business and on substantially the same terms, including interest rates and security, as for comparablc
with p: of a similar standing or, where applicable, with ather employees. The transactions did nol involve more than the normal risk
of repayment of present other favourable features.

22. Parent undertakings

The ultimate parent undertaking and ultimate controlling party is HSBC Holdings ple which ixthe parent undertaking of the largest group lo consolidate
these financisl statements. HSBC UK Bank plc's is the parent undertaking of the smallest group to consolidate these financial statements. The immediate
parent undertaking is HSBC UK Bank plc.

Copics of HSBC Holdings plc's and HSBC UK Bank plc cansolidated financial statements can be cbtained from;

HSBC Holdings plc HSBC UK Bark plc
8 Cansda Squarc 1 Centenary Square
Landon B14 SHQ Birmingham B! 1HQ
United Kingdom United Kingdom
wyew habe.com wwwhsbe.com

23. Events after the balance sheet date

In its assessment of events afler the balance sheet date, the company has considered and concluded that no material events have occurred resulting in
adjustments to the financial statements.

24. Client segregated money

The company holds cash in respect of client investments in ISAs, d products and ged portfolios in segregated trust accounts with HSBC
UK Bank plc and other external banks. As at 3] December 202) the cash amounted to £21,407,000 (2020: £31,761,635). The cash is not shown as the
company’s assets or liabilities respectively as it is held on behalf of client.




