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HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Directors’ report for the year ended 31 December 2011

Prnncipal activities

The Company’s principal activity 1s to service the investment needs, on a referral basis, of HSBC Bank International
Limited’s Umted Kingdom and European Union based customers and other HSBC Group Companies’ customers The
Company 1s regulated by the FSA (the Financial Services Authonty)

The mix of business wntten comprises structured deposits, discretionary portfolios, msurance bonds and collective
investment funds sourced from HSBC Group companies and a range of well established and market leading third party
product providers

Strategy

The Company’s short term and medium term strategy 1s encapsulated within the Company’s annual operating plan and
three year strategic plan The strategic objective of the Company 1s to become the premium focused European centre of
excellence for the provision of a holistic financial planning service for expatnate and non domiciled customers The
Company has the support of the HSBC Group to ensure adequate resources are available to support the objectives of the
strategic plan The Company's objective 18 to reduce 1ts cost income ratio and increase its return on average invested
capital by pursuing strategies designed to increase revenue whilst maintaining tight controls over costs

The Company 15 currently largely rehant on HSBC Group referrals, however, it will continue to dentfy, target and
develop other sources of referrals by utihsing existing channels and agreed marketing tools to promote new and
alternative means of increasing referral and business volumes and consequently revenue streams whilst controlling costs

Risk management

The financial nsk management objectives and policies of the Company, together with an analysis of the exposure to such
risks are set out 1n note 9 to the financial staternents

Monitonng perfermance

The Company tracks its performance agamst a number of benchmarks known as key performance indicaters (KPIs) The
KPIs fait into two categories Financial KPIs measure hard numbers whilst non-financial KPIs track operational aspects
of the business The KPIs are used to track performance against planning targets and previous years’ results

Financial key performance indicators

The Company measures its cost efficiency to assess consumption of resources in creating income based on the
Company’s cost income ratio This 15 defined as the percentage of operating costs divided by gross income Cost
efficiency 1s achieved through better use of technology and higher productivity, but this may be offset in the short term by
the hugher costs associated with investing 1n new or growng, business

The Company measures return based on the return on average nvested capital This 1s defined as the percentage of profit
after tax divided by average equity capital

2011 2010

Yo %
Operating cost income ratio 86 86
Return on average invested capital 17.1 165
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Directors’ report for the year ended 31 December 2011
E———

Non-financial key performance indicators

Customer satisfaction 1s key to the development of the Company’s business The Company performs regular reviews to
monitor the level of its sales quality 1n conjunction with the review and monitoring of customer complaints

Results and performance

The profit after taxation for the year ended 31 December 2011 amounted to £354,613 (31 December 2010 £287,912)

The return on average invested capital increased from 16 5% 1n 2010 to 17 194 1n 2011, as the benefits of the restructunng
adopted during 2009 start to matenalise During late 2009, changes in the economy led to refocusing on the business In
light of this a restructunng programme occurred The restructuning included the taking over of the business of HSBC
International Financial Advisers (Malta) Limited, mcluding European Passporting business HSBC International Financial
Adwisers (Malta) Limited was put mto liqudation on 1 July 2010

Employment policy

The Company continues to regard communication with its employees as a key aspect of its policies Information 1s given
to employees about employment matters and about the financial and econemnc factors affecting the Company’s
performance through management channels, in-house magazines and by way of attendance at internal semunars and
training programmes Employees are encouraged to discuss operational and strategic 1ssues with their hine management
and to make suggestions aimed at improving performance The involvement of employees in the performance of the
Company 1s further encouraged through a profit participation scheme

Dividends

The Directors do not recommend payment of a dividend (31 December 2010 £n1l)

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 1n business for the foreseeable future In making this assessment, the Directors have considered a
wide range of information relating to present and future conditions

Directors

The Directors who held office dunng the year and up to the date these financial statements were approved are shown on
page 2, with the following exceptions,

D R Blackbumn (appointed 21 March 2011)

J 1 Bull (appointed 24 March 2011)

A M Keane-Munday (appointed 30 June 2011)
CM Schuetz (appointed 30 June 2011)

D J Nibloe (resigned 7 March 2012)

D L Wells (resigned 7 March 2012)

PM Crooke (resigned 21 March 2011)

R C Green (resigned 25 March 2011)

C C Molloy (resigned 25 March 2011)

The Articles of Association of the Company provide that in certain circumstances the Directors are entitled to be
mdemnified out of the assets of the Company against claims from third parties in respect of certain habilities ansing 1n
connection with the performance of their functions, 1n accordance with the provisions of the UK Companies Act 2006
Indemmty provisions of this nature have been in place during the financial year but have not been utihsed by the
Directors

Changes in Secretary

There have been no changes 1n Secretary dunng the year and up to the date these financial statements were approved
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Directors’ report for the year ended 31 December 2011
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Capital management

The Company 1s not subject to externally imposed capital requirements and 1s dependent on the HSBC group to provide
necessary capital resources which are therefore managed on a group basis

The Company defines capital as total shareholders equity It 1s HSBC’s objective to maintain a strong capital base to
support the development of 1ts business and to meet regulatory capital requirements at all tmes There were no changes
to the Company’s approach to capital management during the year

The Company recognises the impact on sharcholder returns of the level of equity capital employed within the business
and seeks to maintain a prudent balance between the advantages and flexbility afforded by a strong capital position and
the higher returns on equity possible wath greater leverage

The Company manages its own capital within the context of the approved annual HSBC Group capital plan, which
determines the optimal amount of capital required to support planned business growth

Disclosure of Information to auditors

Each person who 1s a director at the date of approval of this report confirms that so far as the Director 1s aware, there 1s no
relevant audit information of which the Company’s auditor 1s unaware and the Director has taken all the steps that he/she
ought to have taken as a director in order to make himselffherself aware of any relevant audit information and to establish
that the Company’s auditor 15 aware of that information This confirmation 1s given pursuant to section 418 of the UK
Companes Act 2006 and should be interpreted :n accordance therewith

Independent auditors

The Company has elected to dispense with the obligation to reappomnt auditors annually pursuant to Section 487 of the
Compames Act 2006

By Orderpof the Board

N.A. Benbow

D.R, Blackburn
Director Director

Date 17 Apnl 2012
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Statement of Directors’ responsibilities in respect of the Directors’ report and financial statements

The directors are responsible for prepanng the Directors' Report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have
elected to prepare the financial statements in accordance with IFRSs as adopted by the EU and apphcable law

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 of the company for that period In preparing
these financral statements, the directors are required to

select suitable accounting policies and then apply them consistently,

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

prepare the financial statements on the going concern basis unless 1t i1s imappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enzble them to ensure that the financial statements comply with the Companies Act 2006 They have general
responsibility for taking such steps as are reascnably open to them to safeguard the assets of the company and to prevent
and detect fraud and other irregulanties

DR. Blackburn/_ N.A. Benbow

Director IDirector

Registered Office
8 Canada Square
London

El14 5HQ

Date 17 Apnl 2012




HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Independent Auditors’ Report to the Members of HSBC International Financial Advisers

(UK) Limited
SRR

We have audited the financial statements of HSBC International Financial Adwvisers (UK) Limited for the year ended 31
December 2011 set out on pages 8 to 20 The financial reporting framework that has been applied in their preparation 1s
apphcable law and Intermational Financial Reporting Standards (IFRSs) as adopted by the EU

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

Respective responstbilities of directors and auditor

As explammed more fully in the Directors’ Responsibilities Statement set out on page 6, the directors are responstble for the
preparatton of the financial statements and for being satisfied that they give a true and fair view Our responsibility 1s to audit,
and express an opimion on, the financial statements i accordance with applicable law and International Standards on Auditing
(UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's) Ethical Standards for
Auditors

Scope of the audit of the financial statements
A descnption of the scope of an audit of financial statements 1s provided on the APB's website at
www firc org uk/apb/scope/private cfm
Opinion on financial statements
In our opimion the financial statements
e give atrue and fair view of the state of the company's affairs as at 31 December 2011 and of its profit for the year then
ended,
e  have been properly prepared in accordance with IFRSs as adopted by the EU, and
e  have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matter prescribed by the Companies Act 2006
In our opinton the nformation given m the Directors’ Report for the financial year for which the financial statements are
prepared 1s consistent with the financial statements
Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to you if, in

our opinion

e  adequate accounting records have not been kept, or returns adequate for our audit have not been recetved from
branches not visited by us, or
the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit

M ’b ——
M Dawies (Senior Statutory Auditor)
for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants
15 Canada Square,

London,
E14 5GL

Date 24 Ap-il 2o




HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Financial Statements
I

Income statement for the year ended 31 December 2012

Notes

Fees and commissions

Direct costs

Gross profit
Admnistrative expenses
Profit before taxation

Tax expense h)

Profit for the year 3

The accounting policies and notes on pages 12 to 20 form an integral part of these financial statements

2011 2010
£ £
3,562,341 2,882.285
(837,938) (739,758)
2,724,403 2,142,527
(2,241,857) (1,741,865)
482,546 400,662
(127,933 (112,750)
354,613 287912

| There were no acquisitions, discontinued or discontinuing operations duning the year

There has been no comprehensive income or expense other than the profit for the year as shown above (2010 Nil)




HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Financial Statements (continued)
[

Statement of financial position as at 32 December 2012

2011 2010

Notes £ £
ASSETS
Current assets
Cash and cash equivalents 1,975,821 1,665,892
Receivables [ 2,141,259 2,393,381
Current tax assets - 6,219
Total assets 4,117,080 4,065,492
LIABILITIES AND EQUITY
Current habilities
Other habilities 7 1,806,996 2,171,663
Current tax lrabilities 61,642 .
Total habihities 1,868,638 2,171,663
Equity
Called up share capital 8 2,250,000 2,250,000
Retamned eamings (1,558) {356,171)
Total equity 2,248,442 1,893,829
Total equity and habilities 4,117,080 4,065,492

The accounting policies and notes on pages 12 to 20 form an integral part of these financial statements

D.R. Blackburn N.A. Benbow
Dhrector Director

Company Registered Number 1585283




HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Financial Statements (continued)
S

Statement of cash flows for the year ended 31 December 2012

2m 2010
£ £
Cash flows from operating activities
Profit before tax 482,546 400,662
Adjustments for
— Change in operatng assets 252,122 (2,217.677)
-~ Change in operating habilities (364,667) 1,828,664
— Tax pad (60,072) -
Net cash generated from operating activities 309,929 11,649
Net increase 1n cash and cash equivalents 309,929 11,64%
Cash and cash equivalents brought forward 1,665,892 1,654,243
Cash and cash equvalents camed forward 1,975,821 1,665,892

The accounting policies and notes on pages 12 to 20 form an integral part of these financial statements

10




HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Financial Statements (continued)

Statement of changes in equity for the year ended 31 December 2011

Year Ended 31 December 2011
At 1 January 2011
Profit for the year

At 31 December 2011

Year Ended 31 December 2010
At 1 January 201¢
Profit for the year

At 31 December 2010

Called up share Retained earmings  Total shareholders’
capital equity
£ £ £
2,250,000 (356,171) 1,893,829
- 354,613 354,613
2,250,000 (1,558) 2,248,442
Called up share Retained earnings  Total sharcholders’
capital equity
£ £ £
2,250,000 (644,083) 1,605,917
- 287,912 287.912
2,250,000 {356,171) 1,893,829

The accounting pehcies and notes on pages 12 to 20 form an integral part of these financial statements

Shareholders’ equity 1s wholly attributable to equity shareholders

11




HSBC INTERNATIONAL FINANCIAL ADVISERS {(UX) LIMITED

Financial Statements (continued)
T
Notes on the financial statements

1 Basis of preparation

HSBC International Financial Advisers (UK) Limited 1s a company domiciled and incorporated in England and
Wales

(a) Comphance with International Financial Reporting Standards

The financial statements of HSBC International Financial Advisers (UK) Limited have been prepared 1n accordance
with International Financial Reporting Standards (*IFRSs’) as 1ssued by the Internauonal Accounting Standards
Board (*IASB’) and as endorsed by the EU EU-endorsed IFRSs may differ from IFRSs as 1ssued by the JASB 1f, at
any pomnt in ime, new or amended IFRSs have not been endorsed by the EU At 31 December 2011, there were no
unendorsed standards effective for the year ended 31 December 2011 affecting these financial statements, and there
was no difference between IFRSs endorsed by the EU and IFRSs 1ssued by the LASB 1n terms of their application to
the company Accordingly, the company’s financial statements for the year ended 31 December 2011 are prepared in
accordance with IFRSs as 1ssued by the IASB

IFRSs comprise accounting standards 1ssued by the LASB and its predecessor body as well as interpretations 1ssued
by the IFRS Interpretations Committee (*IFRIC'} and 1ts predecessor body

During 2011, in addition to the above, the company adopted a number of standards, interpretations and
amendments to standards which had an insignificant effect on the financial statements of the company

(b) Presentation of information

The financial statements are prepared on an historical cost basts except for financial assets designated at fair value,
derivatives and financial investments that are stated at fair value

(¢} Future accounting developments

At 31 December 2011, a number of standards and interpretations, and amendments thereto, had been 1ssued by
the IASB, which are not effective for the company’s financial statements as at 31 December 2011 I[n addition
to the projects to complete financial nstrument accounting, the IASB 1s continuing to work on projects on
mnsurance, revenue recogmtion and lease accounting, which together wath the standards described below, wall
represent widespread and significant changes to accounting requirements from 2013

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

In May 2011, the IASB 1ssued IFRS 10 *Consclidated Financial Statements’ (*[FRS 10’), IFRS 11 ‘Joint
Arrangements’ (‘'IFRS 11°) and IFRS 12 ‘Disclosure of Interests in Other Entiies’ (‘IFRS 12) The standards are
effective for annual penods beginning on or after 1 January 2013 with early adoption permitted IFRSs 10 and 11 are
to be applied retrospectively

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

The company 1s currently assessing the impact of IFRSs 10, 11 and 12 but does not expect them to have an impact on
the financial statements

In May 2011, the IASB also 1ssued IFRS 13 ‘Fairr Value Measurement’ (*IFRS 13°) This standard 1s effective for
annual periods beginning on or after 1 January 2013 with early adoption permitted IFRS 13 1s required to be applied
prospectively from the beginning of the first annual period i which 1t 1s applied The disclosure requirements of IFRS
13 do not require comparative mnformation to be provided for periods prior to initial application

IFRS 13 establishes a single source of guidance for all fair value measurements required or permitted by IFRSs The
standard clanfies the definition of fair value as an exat price, which 1s defined as a pnice at which an orderly

12
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Financial Statements (continued)

T

ke T

Notes on the financial statements {continued)

2

transaction to sell the asset or to transfer the hability would take place between market participants at the
measurement date under current market conditions, and enhances disclosures about fair value measurement

The company 1s cutrently assessing the impact of IFRS 13 and 1t 1s not practical to quantify the effect as at the date of
publication of these financial statements, which will depend on final interpretations of the standard, market conditions
and the company’s holdings of financial instruments at 1 January 2013

In June 2011, the IASB 1ssued amendments to IAS 19 ‘Employee Benefits’ (‘IAS 19 revised’) The revised standard
1s effective for annual periods beginning on or after ! January 2013 with early adoption permitted IAS 19 revised
must be applied retrospectively

The company 1s currently assessing the impact of IAS 19 revised but does not expect it to have a sigmificant impact on
the financial statements

In December 2011, the IASB 1ssued amendments to IFRS 7 *Disclosures - Offsetting Financial Assets and Financial
Liabilities” which requires the disclosures about the effect or potential effects of offsetting financial assets and
financial hiabihties and related arrangements on an entity’s financial position The amendments are effective for
annual periods beginning on or after 1 January 2013 and intenm periods within those annual peniods The
amendments are required to be applied retrospectively

Standards applicable in 2014

In December 2011, the IASB 1ssued amendments to IAS 32 *Offsetting Financial Assets and Financial Liabilities’
which clanfied the requirements for offsetting financial instruments and addressed inconsistencies 1n current practice
when applying the offsetting critena in IAS 32 ‘Financial Instruments Presentation” The amendments are effective
for annual periods beginning on or after 1 January 2014 with early adoption pernutted and are required to be applied
retrospectively

The company 1s currently assessing the impact of these clanfications but 1t 1s impracticable to quantify their effect as
at the date of publication of these financial statements

Standards applicable in 2015

In November 2009, the IASB 1ssued IFRS 9 ‘Financial Instruments’ (‘IFRS 97) which introduced new requirements
for the classification and measurement of financial assets In October 2010, the IASB 1ssued additions to IFRS 9
relating to financial liabilities Together, these changes represent the first phase in the IASB’s planned replacement of
IAS 39 *Financial Instruments Recogmition and Measurement’ (*LAS 39") with a less complex and improved standard
for financial instruments

Following the LASB’s decision in December 2011 to defer the effective date, the standard 1s effective for annual
periods beginning on or after 1 January 2015 with early adoption permutted IFRS 9 15 required to be applied
retrospectively but prior periods need not be restated

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

The IASB did not finalise the replacement of IAS 39 by 1ts stated target of June 2011, and the IASB and the US
Financial Accounting Standards Board have agreed to extend the timetable beyond this date to permut further work
and consultation with stakeholders, including reopening IFRS 9 to address practice and other 1ssues The EU 1s not
expected to endorse IFRS 9 until the completed standard 1s available Therefore, the company remains unable to
provide a date by which 1t plans to apply IFRS 9 and 1t remains impracticable to quantify the impact of [FRS 9 as at
the date of publication of these financial statements

Summary of significant accounting policies

{a) Revenue

Income earned on the execution of a significant act 1s recognised as revenue when the act 1s completed Income
earned from the provision of services 1s recognised as revenue as the services are provided and income which
forms an integral part of the effective interest rate of a financial instrument 15 recogmsed as an adjustment to the
effective interest rate and recorded 1n ‘Interest income’

13
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Notes on the financial statements (continued)

(b} Operating leases

Payments under operating leases are charged to the income statement on a straight line basis over the term of
the lease

{c) Ilncome Tax

Income tax on the profit or loss for the period comprises current and deferred tax Income tax 1s recognised 1n
the income statement except to the extent that it relates to items recognised directly i equity, in which case 1t 1s
recognised 1n equity

Current tax 1s the expected tax payable on the taxable mcome for the period, using tax rates enacted or
substantively enacted at the balance sheet date

Deferred tax 1s provided using the balance sheet Liability method, providing for temporary differences between the
carrying amounts of assets and habilittes for financial reporting purposes and the amcounts used for taxation
purposes The amount of deferred tax provided 15 based on the expected manner of realisation or settlement of the
carrying amount of assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet date

A deferred tax asset 1s recognised only to the extent that i1t 1s probable that future taxable profits will be
available against which the asset can be utihsed and/or sufficient taxable temporary differences are available
Deferred tax assets are reduced to the extent that 1t 1s no longer probable that the related tax benefit will be
realised

(d) Fereign currencies

Transactions 1n foreign currencies are recorded in the functional currency at the rate of exchange prevailing on
the date of the transaction

Monetary assets and habilities denominated 1n foreign currencies are translated into the functional currency at
the rate of exchange ruling at the end of the reporting period Any resulting exchange differences are included
in the Income statement

Non-monetary assets and habilities that are measured at historical cost in a foreign currency are translated into
the functional currency using the rate of exchange at the date of the imitial transaction Non-monetary assets and
Liabihties measured at fair value in a foreign currency are translated into the functional currency using the rate
of exchange at the date the fair value was determined Any exchange component of a gain or loss on a non-
monetary item 1s recognised in other comprehensive income 1f the gain or loss on the non-monetary item 1s
recognised in other comprehensive income Any exchange component of a gain or loss on a non-monetary item
18 recognised in the income statement 1f the gain or loss on the non-monetary item 1s recognised 1n the income
statement

(e) Dvidend income
Dividend income 1s recognised in the income statement when the nght to receive payment 1s established
( Financial assets and liabilities
(1) Fmancial habilities

Financial liabilities are imtially measured at fair value less any transaction costs that are directly attnibutable to
the purchase or 1ssue Financial habilihes are recognised when the Company becomes party to the contractual
provisions of the instrument The Company derecogmises the financial hability when the Company’s obhgations
specified 1n the contract expire, are discharged or cancelled Subsequent to mtial recognition, financial
liabilities are measured at amortised cost using the effective interest rate method

A group undertaking acts as a treasury function, providing funding for the Company through an inter-company
current account

{u) Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include highly liquid investments that
are readily convertible to known amounts of cash and which are subject to an msigmficant nsk of change in

14
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Notes on the financial statements {continued)

(9)

(h)

value Such investments are normally those with less than three months’ matunty from the date of acquisition,
and include cash

Pension and other post-employment benefits

The HSBC Bank (UK) Pension Scheme covers employees of HSBC Bank ple, its UK subsidianes (including the
Company) and certain other employees of the Group This scheme, assets of which are held in a separate trust
fund, comprises a funded defined benefit scheme (‘the principal scheme’) which 1s closed and a defined
contribution scheme, which was established on 1 July 1996 for new employees Individual subsidiaries within
the Group, whose employees participate tn the principal scheme, are not able to 1dentify their share of the
underlying assets and habiliies of the principal scheme and account for the principal scheme as a defined
contribution scheme

Full disclosure of the principal actvanal financial assumptions used to calculate the defined benefit pension plans
at the end of the reporting peniod, of which employees of the Company are members, are disclosed m the
financial statements of HSBC Bank plc The Company makes a regular payment to HSBC Bank ple, for HSBC
Bank plc to invest in the various schemes on behalf of the Company’s employees

Share capital

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

Dividends payable 1n relation to equity shares are recognised as a liability in the pertod m which they are
declared

{1} Use of assumptions

The results of the company are sensitive to the accounting policies, assumptions and estimates that underlie the
preparation of 1ts financial statements The accounting policies used in the preparation of the financial statements
are described 1n detail in Note 2

When preparing the financial statements, 1t 15 the Directors’ responsibility to select siitable accounting pohicies
and to make judgements and estimates that are reasonable and prudent There are no accounting policies that are
deemed cntical to the Company’s results and financial position, in terms of matenality of the items to which the
policy 15 applied, which involve a high degree of judgement and estimation

3  Profit before taxation

Profit on ordinary activities before taxation 1s stated after charging

2011 2010
£ £
Auditor’s remuneration
- audit of the financial statements 14,800 14,800
- other services pursuant to legislation 5,000 5,000
19,800 19,800
4 Employee compensation and benefits
2011 2010
£ £
Employee compensation and benefits were
— Wages and salanes 1,815,548 1,113,478
— Social secunty costs 232,790 127,375
— Pension costs 181,111 150,942
— Other staff costs 198,501 131,627
2,427,950 1,523,422
Average FTE 265 178

15




HSBC INTERNATIONAL FINANCIAL ADVISERS (UK) LIMITED

Financial Statements (continued)
[

Notes on the financial statements (continued)

Most permanent full ime employees of HSBC International Financial Adwvisers (UK) Lumited are members of either
the HSBC Bank (UK) Pension Scheme or the HSBC Defined Contribution Scheme and contnbutions are based on
pension costs across the Group as a whole The HSBC Bank (UK) Pension Scheme 1s a funded defined benefit
scheme providing benefits based on final pensionable pay As the Company 1s unable to 1denufy 1its share of the
scheme assets and lhabihties on a consistent and reasonable basis, as permutted by IAS 19 ‘Employee benefits', the
scheme 1s accounted for by the Company as 1f the scheme was a defined contribution scheme

In the absence of a contractual agreement between the company and HSBC Bank PLC, the prnincipal sponsoring
employer, Group peolicy requires the company to contribute to the scheme at a contribution rate which 1s determined
by the Group

Actuanal valuations of the schemes are camed out tnenmially by external professional actuanes to determine the
financial position of the scheme and to enable the Company to determine the level of contnbutions to be made to the
scheme The latest full actuanal valuation was carried out as at 31 December 2008 at which HSBC Bank (UK)
Pension Scheme held assets of £10 6 billion with an overall deficit amounting to £3 2 ballien

Funding of retirement benefits are charged to the inceme statement as incurred

5 Taxexpense

2011 2010
£ £
Current tax
UK Corporation Tax
— on current year prefit (127,875) (112,185)
— adjustments n respect of prior years (58) {565)
Total current tax expense (127,933) (112,750)
Reconciliation of effective tax to Corporation Tax expense
Profit before Corporation Tax 482,546 400,662
Taxation charge at UK tax rate of 26 5% (2010 28%) 127,875 112,185
Effect of
Adjustments in respect of pnior years 58 565
Overall tax expense 127,933 112,750

The 2012 budget on 21 March 2012 announced that the UK corporation tax rate will reduce to 22% by 2014 A
reduction m the rate from 26% 10 25% (effective from 1 Apnl 2012) was substantively enacted on 5 July 2011, and a
further reduction to 24% (effective from 1 Apnl 2012) was substantively enacted on 26 March 2012

This will reduce the company’s future current tax charge accordingly

It has not yet bee possible to quantfy full anticipated effect of the announced further 2% rate reduction to 22%,
although this wall further reduce the company’s future current tax charge

As at 31 December 2011 the Company is not recogmsing a deferred tax asset of £154,457 (2010 £154,457) in
relation to the impairment loss on a subsidiary The Company does not expect to have any future capital gains against
which such a deferred tax asset could be utilised

6 Receivables

2011 2010

£ £

Amounts due from other group undertakings 2,066,109 2318231
Trade receivables 75,150 75.150
2,141,259 2,393,381

Amounts owed by parent/group undertakings have no fixed date for repayment and are therefore techmically
repayable on demand They are accounted for as financial assets, measured at amortised cost and the fair value 1s not
constdered to be sigmificantly different from the carrying value
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7 Other habilities

2011 2019

£ £

Amounts due to other group undertakings 1,702,561 2,031,328
Accruals and deferred income 104,435 140,335
1,806,996 2,171,663

Amounts owed to parent/group undertakings have no fixed date for repayment and are therefore technically
repayable on demand They are accounted for as financial habilities, measured at amortised cost and the fair value 15
not considered to be significantly different from the carrying value

8. Share capital

2011 2010
£ £
Authorised
10,000,000 Ordinary shares of £1 each 10,000,000 10,000,000
Allotted, called up and fully paid
2,250,000 Ordinary shares of £1 each 2,250,000 2,250,000

9 Risk management

Introduction and overview

The Company has exposure to the following risks

. credit nsk
. hquidity nisk
. operational risk

This note presents information about the Company’s exposure to each of the above nsks, the Company’s objectives,
policies and processes for measuring and managing nisk, and the Company’s management of capital

Risk management framework

The Board of Directors has overall responsibibity for the establishment and oversight of the Company’s nsk
management framework The Board has appomnted a Risk Management Durector who 1s responsible for developing
and monitoring the Company's risk management policies The Risk Management Director reports regularly to the
Board of Directors on activities and 1ssues

The Company’s risk management policies are established to idennfy and analyse the risks faced by the Company, to
set appropnate nsk limits and controls, and to momtor nsks and adherence to nsk policies and procedures Risk
management policies and systems are reviewed regularly to reflect changes in market conditions, products and
services offered The Company, through 1ts traimng and management standards and procedures, aims to develop a
disciphned and constructive contral environment, in which all employees understand their roles and obligations

The Risk Management Director 1s responsible for momtonng compliance with the Company’s nisk management
policies and procedures, and for reviewing the adequacy of the nsk management framework in relation to the risks
faced by the Company The Company 1s assisted in these functions by Group Internal Audit and the Compliance
Monutoring Team Group Internal Audit and the Comphance Monitoring Team undertake both reguiar and ad-hoc
reviews of nsk management controls and procedures, the results of which are reported to the Board
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Disclosures required under Basel 2 Pillar 3 are shown 1n the consolidated financial statements of HSBC Holdings plc
which are available at 1ts registered address of 8 Canada Square, London E14 SHQ

There were no changes 1n the Company’s approach to risk management dunng the year
Credit risk management

Credit nisk 1s the nsk that financial loss anses from the failure of a customer or counterparty to meet 1ts obligations
under a contract For the Company, there 1s a nisk arising in connection with amounts owed from 1ts chient base in
respect of fees charged but not yet collected and 1n respect of amounts due from related parties, details of which are
disclosed 1n note 10

Where the Company believes that a debt, or part of a debt, may not be collectible, an impairment provision 1s made
to the value of the estimated impairment The Company has standards, policies and procedures dedicated to
controlling and momtoning nsk from all such activities

The Company uses an aged debtors report to review outstanding amounts due from product providers on a monthly
basis Any amounts deemed wrecoverable are wntten off on a monthly basis Historically there have not been any
material losses in this area Balances from related companies are reconciled and settled with those related companies
on a regular imely basis There have been no historic losses ansing out of related group debt The Directors regard
the level of credit nsk as mimimal and as a result have made no impairment provisions as at the year end date (2010

£rul)

The Company had no past due exposures as at 31 December 2011 (2010 £Nil}

The Company has the following maximum exposure to credit nsk, with no related collateral held

on 2010

£ £

Cash and cash equivalents 1,975,821 1,665,892
Trade and other receivables 2,141,259 2,393,381
Tax receivable - 6,219
4,117,080 4,065,492

These balances are neither past due nor impaired  Their fair values equate to their carrying amount  The Company’s
credit nisk 1s considered himited as all financial assets are held with related parties

Liquidity risk management

Liquidity nsk 1s the nsk that the Company will be unable to meet the obligations arising from 1ts financial habilities

The Directors believe that the Company has minimal exposure to hquidity nisk, since its current assets (including
cash) are sufficient to repay its current liabihties

The following tables show the contractual maturity analysis of the Company's hiabilities

Payable withtn one year Payable within one year
2011 2010
£ £
Trade and other payables 1,868,638 2,171,663
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Operational risk management

Operational nisk 1s the nsk of direct or wndirect loss ansing from a wide vanety of causes associated with the
Company’s processes, personnel, technology and infrastructure, and from external factors other than credit, market
Notes on the financial statements and liquidity nisks such as those ansing from legal and regulatory requirements and
generally accepted standards of corporate behaviour

The Company’s abjective 1s to manage operational risk so as to balance the avoidance of financial losses and
damage to the Company’s reputation with overall cost effectiveness and to avoid centrol procedures that restnct
imtative and creativity

The pnimary responsibility for the development and implementation of controls to address operational nsk 1s
assigned to semor management This responsibility 1s supported by the development of overall Company standards
for the management of operational nsk 1n the following areas

+ requirernents for appropriate segregation of duties, including the independent authonisation of transactions,
*  requirements for the reconcthiation and monitoring of transactions,

* compliance with regulatory and other legal requirements,

#  documentation of controls and procedures,

s requirements for the periodic assessment of operational nisks faced, and the adequacy of controls and
procedures to address the nisks identified,

s requirements for the reporting of operational losses and proposed remedial action,
s  development of contingency plans,

¢ training and professional development,

e  ethical and business standards, and

¢ nsk mitigation, including msurance where this is effective

Compliance with Company standards 1s supported by a programme of penodic reviews undertaken by Group
Internal Audit and the Comphance Monitoring Team The results of the reviews are discussed with the management
of the business, with summaries submitted to senior management of the Company

Related party transacttons

The Company has a related party relationship with its parent, with other group undertakings and with its directors

Particulars of transactions, arrangement and agreements involving related parties are as follows

2011 2010
£ £

Income statement
Fees and commissions 3,562,341 2,882,285
Direct costs 837,938 739,758
Administrative expenses (406,825) 125,709
Statement of financial position
Trade and other receivables 2,066,109 2,318,231
Cash and cash equivalents 1,975,821 1,665,892
Liabilities
Trade and other payables 1,702,561 2,031,328

The Company 15 a wholly owned subsidiary of HSBC International Holdings (Jersey) Limited, a company incorporated
and registered 1n Jersey, Channel Islands The ultimate holding company 1s HSBC Holdings ple, which
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18 incorporated and registered in England The registered address of HSBC Holdings plc 15 8 Canada Square, London
E14 5HQ, from where a copy of the consolidated Annual Report and Financial Statements may be obtamned

The key management personnel have been identified as being the Directors of the company The emoluments of the
key management personne! are paid by other HSBC group companies who make no recharge to the company The
Directors are also directors of a number of other HSBC group companies and 1t 1s not possible to make a reasonable
apportionment of their emoluments 1n respect of each of the companies Accordingly, no emoluments in respect of
the Directors applicable to the company have been disclosed.

11. Contingent habilities

There were no contingent habilities at 31 December 2011 (2010 £Nil)

12 Subsequent events

There are no subsequent events requining disclosure in the financial statements
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