Price Waterhouse LLP

Chartered Accountants

Independent Auditor’s Report

To the Branch Management Committee of The Hongkong and Shanghai Banking Corporation
Limited - GIFT City Branch

Report on Audit of the Financial Statements

Opinion

1. We have audited the accompanying financial statements of The Hongkong and Shanghai
Banking Corporation Limited - GIFT City Branch (“the Branch”), which comprise the Balance
Sheet as at March 31, 2025 and the Profit and Loss Account (including Other Comprehensive
Income), the Statement of Changes in Equity and the Cash Flow Statement for the year ended
March 31, 2025 and schedules to the financial statements including material accounting policies
and notes forming part of the financial statements which we have signed under reference to this
report.

2. In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid financial statements together with schedules thereon, presented in United States
Dollars (“USD”) as required by International Financial Services Centres Authority (“IFSCA”)
Banking Regulations, 2020, as amended, give the information required by Section 29 of the
Banking Regulation Act, 1949 as permitted by the Prudential Directions — V5.0 of The IFSCA
Banking Handbook (“the Directions”), in the manner so required for International Financial
Services Centres Banking Units (“IBU”) and are in conformity with International Financial
Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”)
read with para 1(iv) of Module No. 3 Prudential Reporting, Disclosure and Supervision of the
Directions and give a true and fair view of the state of affairs of the Branch as at March 31, 2025,
and its total comprehensive income (comprising of profit and other comprehensive income),
changes in equity and its cash flows for the year ended March 31, 2025.

Basis for Opinion

3. We conducted our audit in accordance with the Standards on Auditing (SAs) specified under
Section 143(10) of the Companies Act, 2013 (the “Act”). Our responsibilities under those
Standards are further described in the “Auditor’s responsibilities for the audit of Financial
Statements” section of our report. We are independent of the Branch in accordance with the
Code of Ethics issued by the Institute of Chartered Accountants of India together with the ethical
requirements that are relevant to our audit of the financial statements under the provisions of
the Act and the Rules thereunder and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other Information

4. The Branch’s management is not required to prepare an annual report. Accordingly, the
requirement for our reporting on such Other Information is not applicable.
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Responsibilities of management and those charged with governance for the Financial
Statements

5.

The Branch’s management is responsible for the preparation of these financial statements that
give a true and fair view of the financial position, financial performance, changes in equity and
cash flows of the Branch presented in USD as required by IFSCA Banking Regulations, 2020, as
amended, and give the information required by Section 29 of the Banking Regulation Act, 1949
as permitted by the Directions, in the manner so required for IBU and are in conformity with
IFRS issued by the IASB, read with para 1(iv) of Module No. 3 Prudential Reporting, Disclosure
and Supervision of the Directions. This responsibility also includes maintenance of adequate
accounting records in accordance with the provisions of the Act for safeguarding of the assets of
the Branch and for preventing and detecting frauds and other irregularities; selection and
application of appropriate accounting policies; making judgments and estimates that are
reasonable and prudent; and design, implementation and maintenance of adequate internal
financial controls, that were operating effectively for ensuring the accuracy and completeness of
the accounting records, relevant to the preparation and presentation of the financial statements
that give a true and fair view and are free from material misstatement, whether due to fraud or
€error.

In preparing the financial statements, management is responsible for assessing the Branch’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Branch or to cease operations, or has no realistic alternative but to do so. The management
is also responsible for overseeing the Branch’s financial reporting process.

Auditor’s responsibilities for the audit of the Financial Statements

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

. As part of an audit in accordance with SAs, we exercise professional judgement and maintain

professional scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under Section 143(3)(i) of the Act, we
are also responsible for expressing our opinion on whether the Branch has adequate internal
financial controls with reference to financial statements in place and the operating
effectiveness of such controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.



Price Waterhouse LLP

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT

To the Branch Management Committee of The Hongkong and Shanghai Banking Corporation Limited - GIFT
City Branch

Report on Audit of the Financial Statements

Page 30f 5

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Branch’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Branch to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

9. We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

10.We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

Report on other legal and regulatory requirements
11. As required by Section 143(3) of the Act, we report that:

(a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

(b) In our opinion, proper books of account as required by law have been kept by the Branch
so far as it appears from our examination of those books other than backup of certain books
of account and other books and papers maintained in electronic mode that have been kept
on servers physically located in India on a daily basis on every working day, but for stated
holidays and weekends for which the backup is maintained on the next working day, and
that the backup of certain audit trail log has not been maintained on a server physically
located in India on a daily basis, and the matters stated in paragraph 11(h)(vi) below on
reporting under Rule 11(g) of the Companies (Audit and Auditors) Rules, 2014 (as
amended). Also, refer schedule 18 - Note 7(p) to the financial statements.

(c) The Balance Sheet, the Profit and Loss Account (including Other Comprehensive Income),
the Statement of Changes in Equity and the Cash Flow Statement dealt with by this report
are in agreement with the books of account.

(d) In our opinion, the aforesaid financial statements comply with the IFRS issued by IASB
read with para 1(iv) of Module No. 3 Prudential Reporting, Disclosure and Supervision of
the IFSCA regulations and Directions.

(e) The requirements of Section 164(2) of the Act are not applicable considering that no
directors are required to be appointed as it is a Branch of The Hongkong and Shanghai
Banking Corporation Limited which is incorporated and registered in the Hong Kong
Special Administrative Region with limited liability. The Bank’s ultimate holding company
is HSBC Holdings Plc, which is incorporated in the United Kingdom.
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(f) With respect to the maintenance of accounts and other matters connected therewith,
reference is made to our remarks in paragraph 11(b) above on reporting under Section
143(3)(b) and paragraph 11(h)(vi) below on reporting under Rule 11(g) of the Companies
(Audit and Auditors) Rules, 2014 (as amended).

(g) With respect to the adequacy of the internal financial controls with reference to financial
statements of the Branch and the operating effectiveness of such controls, refer to our
separate report in “Annexure A”.

(h) With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014 (as amended), in our opinion
and to the best of our information and according to the explanations given to us:

i.

ii.

1ii.

iv.

The Branch does not have any pending litigation which would impact its financial
position;

The Branch has made provision, as required under the applicable law or accounting
standards, for material foreseeable losses, if any, on long-term contracts including
derivative contracts — Refer Schedule 18 Note - 6.10 and 7 (d) to the financial
statements;

There were no amounts, which were required to be transferred to the Investor Education
and Protection Fund by the Branch for the year ended March 31, 2025;

(a) The management has represented that, to the best of its knowledge and belief, other
than as disclosed Schedule 18 Note 7 (0) to the financial statements, no funds have been
advanced or loaned or invested (either from borrowed funds or share premium or any
other sources or kind of funds) by the Branch to or in any other person(s) or entity(ies),
including foreign entities (“Intermediaries”), with the understanding, whether
recorded in writing or otherwise, that the Intermediary shall, whether, directly or
indirectly, lend or invest in other persons or entities identified in any manner
whatsoever by or on behalf of the Branch (“Ultimate Beneficiaries”) or provide any
guarantee, security or the like on behalf of the Ultimate Beneficiaries;

(b) The management has represented that, to the best of its knowledge and belief, other
than as disclosed Schedule 18 Note 7 (0) to the financial statements, no funds have been
received by the Branch from any person(s) or entity(ies), including foreign entities
(“Funding Parties”), with the understanding, whether recorded in writing or otherwise,
that the Branch shall, whether, directly or indirectly, lend or invest in other persons or
entities identified in any manner whatsoever by or on behalf of the Funding Party
(“Ultimate Beneficiaries”) or provide any guarantee, security or the like on behalf of
the Ultimate Beneficiaries; and

(c) Based on such audit procedures that we considered reasonable and appropriate in
the circumstances, nothing has come to our notice that has caused us to believe that
the representations under sub-clause (a) and (b) contain any material misstatement.

The requirements of Section 123 of the Act are not applicable to the Branch considering
it is a Branch of The Hongkong and Shanghai Banking Corporation Limited which is
incorporated and registered in the Hong Kong Special Administrative Region with
limited liability. Hence, reporting under Rule 11(f) of the Companies (Audit and
Auditors) Rules, 2014 (as amended) is not applicable.
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vi. Based on our examination, which included test checks, the Branch has used three
accounting software for maintaining its books of account which has a feature of
recording audit trail (edit log) facility and that has operated throughout the year for all
relevant transactions recorded in the software, except that in respect of the two
accounting software, the audit trail feature was not enabled at the database level to log
any direct data changes. During the course of performing our procedures, other than
the aforesaid instances of audit trail not maintained where the question of our
commenting does not arise, we did not notice any instance of audit trail feature being
tampered with. Further, other than for two accounting software, the audit trail, to the
extent maintained in the prior year, has been preserved by the Bank as per the statutory
requirements for record retention. (Refer Schedule 18 — Note 7 (p) to the financial
statements).

12. The provisions of Section 197 read with Schedule V to the Act are applicable only to public
companies. Accordingly, reporting under Section 197(16) of the Act is not applicable to the
Branch.

For Price Waterhouse LLP

Chartered Accountants

Firm Registration Number: 301112E/E300264
SHARAD Digitally signed by SHARAD

SHYAMSUNDER AGARWAL

SHYAMSUNDER Date: 2025.09.27 20:39:32
AGARWAL +05'30'

Sharad Agarwal

Partner

Membership Number 118522
UDIN: 25118522BMOCMT9211

Place: Mumbai
Date: September 27, 2025
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Report on the Internal Financial Controls with reference to Financial Statements under
clause (i) of sub-section 3 of Section 143 of the Act

1. We have audited the internal financial controls with reference to financial statements of The
Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch (“the Branch”) as at
March 31, 2025 in conjunction with our audit of the financial statements of the Branch for the year
ended on that date.

Management’s Responsibility for Internal Financial Controls

2. The Branch’s management is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the Branch
considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting (“the Guidance Note”) issued by the Institute
of Chartered Accountants of India (“ICAI”). These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
Branch’s policies, the safeguarding of its assets, the prevention and detection of frauds and errors,
the accuracy and completeness of the accounting records, and the timely preparation of reliable
financial information, as required under the Act.

Auditor’s Responsibility

3. Ourresponsibility is to express an opinion on the Branch's internal financial controls with reference
to financial statements based on our audit. We conducted our audit in accordance with the
Guidance Note and the Standards on Auditing deemed to be prescribed under Section 143(10) of
the Act to the extent applicable to an audit of internal financial controls, both applicable to an audit
of internal financial controls and both issued by the ICAI. Those Standards and the Guidance Note
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether adequate internal financial controls with reference to financial
statements was established and maintained and if such controls operated effectively in all material
respects.

4. Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system with reference to financial statements and their operating
effectiveness. Our audit of internal financial controls with reference to financial statements
included obtaining an understanding of internal financial controls with reference to financial
statements, assessing the risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk. The procedures selected
depend on the auditor’s judgement, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error.

5. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion on the Branch’s internal financial controls system with reference to financial
statements.
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Meaning of Internal Financial Controls with reference to financial statements

6.

A Branch's internal financial controls with reference to financial statements is a process designed
to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting
principles. A Branch's internal financial controls with reference to financial statements includes
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the assets of the Branch; (2)
provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts
and expenditures of the Branch are being made only in accordance with authorisations of
management of the Branch; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorised acquisition, use, or disposition of the Branch's assets that could have a
material effect on the financial statements.

Inherent Limitations of Internal Financial Controls with reference to financial
statements

7.

Because of the inherent limitations of internal financial controls with reference to financial
statements, including the possibility of collusion or improper management override of controls,
material misstatements due to error or fraud may occur and not be detected. Also, projections of
any evaluation of the internal financial controls with reference to financial statements to future
periods are subject to the risk that the internal financial controls with reference to financial
statements may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Opinion

8.

In our opinion, the Branch has, in all material respects, an adequate internal financial controls
system with reference to financial statements and such internal financial controls with reference to
financial statements were operating effectively as at March 31, 2025, based on the internal control
over financial reporting criteria established by the Branch considering the essential components of
internal control stated in the Guidance Note issued by ICAL

For Price Waterhouse LLP

Chartered Accountants

Firm Registration Number: 301112E/E300264

SHARAD Digitally signed by SHARAD
SHYAMSUNDER AGARWAL

SHYAMSUNDER Date: 2025.09.27 20:40:06

AGARWAL +05'30'

Sharad Agarwal

Partner

Membership Number 118522

UDIN: 25118522BMOCMT9211

Place: Mumbai
Date: September 27, 2025



The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Balance Sheet
as at 31 March 2025

(Currency : US Dollars in thousands)

Capital and liabilities

Capital

Reserves and surplus

Deposits

Borrowings

Other liabilities and provisions

Total
Assets

Cash and balances with Reserve Bank of India
Balances with banks and money at call and short notice
Investments

Advances

Fixed assets

Other assets

Total

Contingent liabilities

Material accounting policies and notes forming part of the financial statements

Schedules referred to herein form an integral part of this Balance Sheet

As per our report of even date

For Price Waterhouse LLP

Chartered Accountants
Firm Registration Number : 301112E/E300264

SHARAD Digitally signed by SHARAD
SHYAMSUNDER AGARWAL
SHYAMSUNDER Date: 2025.09.27 20:40:34
AGARWAL +05'30'
Sharad Agarwal
Partner

Membership No: 118522

Mumbai
27 September 2025
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As at 31 March 2025

As at 31 March 2024

20,500 20,500
105,926 46,281
131,745 38,020

9,834,793 6,181,211
116,124 130,418
10,209,088 6,416,430
293,564 73,740
1,011,386 571,643
8,763,172 5,713,086
1,294 103
139,672 57,858
10,209,088 6,416,430
2,234,658 1,392,091

For The Hongkong and Shanghai Banking
Corporation Limited - GIFT City Branch

TRIPATHI
ASHISHKU
MAR

Digitally signed by
TRIPATHI
ASHISHKUMAR
Date: 2025.09.27
19:17:16 +05'30'

Ashishkumar Tripathi

Branch Head

RAJ
KUMAR
JAIN

Digitally signed
by RAJ KUMAR
JAIN

Date: 2025.09.27
19:08:26 +05'30'

Raj Kumar Jain

Finance

Head



The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Profit And Loss Account
for the year ended 31 March 2025

(Currency : US Dollars in thousands)

Schedules For the year ended For the year ended
31 March 2025 31 March 2024

Income
Interest earned 13 434,534 292,337
Other income 14 8,385 7,312
Total 442,919 299,649
Expenditure
Interest expended 15 352,770 243,535
Operating expenses 16 2,023 1,088
Provisions and contingencies 17 28,463 24,975
Total 383,256 269,598
Net profit for the year 59,663 30,051
Other Comprehensive Income
Items that will be reclassified to Profit And Loss Account - -
Items that will not be reclassified to Profit And Loss Account (net of taxes) (18) -
Total other comprehensive income for the year (18) -
Total comprehensive income for the year 59,645 30,051
Balance carried over to balance sheet 59,645 30,051
Material accounting policies and notes forming part of the financial statements 18
Schedules referred to herein form an integral part of this Profit and Loss Account
As per our report of even date
For Price Waterhouse LLP For The Hongkong and Shanghai Banking
Chartered Accountants Corporation Limited - GIFT City Branch
Firm Registration Number : 301112E/E300264

i : Digitally signed
SHARAD Digitally signed by SHARAD TRIPATH|  Digitallysignedby  RAJ AN

SHYAMSUNDER AGARWAL TRIPATHI J K,N
SHYAMSUNDER Date: 2025.09.27 20:41:07 ASHISHKU ASH'§HKUMAR KU MA Date:
AGARWAL ~05 MAR Date: 2025.09.27
19:17:58 +05'30' J/\IPJ 2025.09.27
19:09:06 +05'30'

Sharad Agarwal Ashishkumar Tripathi Raj Kumar Jain
Partner Branch Head Finance Head

Membership No: 118522

Mumbai
27 September 2025

INTERNAL



The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Statement of Changes in Equity
as at 31 March 2025

(Currency : US Dollars in thousands)

Head office Reserves and Other Total
capital* surplus Comprehensive

(Retained Income

earnings)
Opening Balance 20,500 45,126 1,155 66,781
Capital contribution - - - -
Income for the year - 59,663 (18) 59,645
Other comprehensive income for the year - - -
Total comprehensive income for the year - 59,663 (18) 59,645
As at 31 March 2025 20,500 104,789 1,137 126,426

Head office Reserves and Other Total
capital* surplus Comprehensive

(Retained Income

earnings)
Opening Balance 20,500 15,075 1,155 36,730
Capital contribution - - - -
Income for the year - 30,051 - 30,051
Other comprehensive income/ (loss) for the year - - - -
Total comprehensive income/ (loss) for the year - 30,051 - 30,051
As at 31 March 2024 20,500 45,126 1,155 66,781

*Minimum prescribed capital as per the IFSCA Banking Handbook Prudential Directions is maintained at head office level at all times during the
year/period

The accompanying notes are an integral part of these financial statements

For Price Waterhouse LLP
Chartered Accountants

Firm Registration Number : 301112E/E300264

For The Honakong and Shanghai Banking
Corporation Limited - GIFT City Branch

RAJ Digitally signed

SHARAD Digitally signed by SHARAD o
SHYAMSUNDER SHYAMSUNDER AGARWAL TRIPATHI E;Q%E:lﬁgred by RAJ KUMAR
AGARWAL DRLeg025.09.27 204140 ASHISHKU AsHISHKUMAR KUMAR JAN

MAR B auen 0927 Date: 2025.09.27
Sharad Agarwal e 0 JAIN 19:09:39 +05'30

Partner Ashishkumar Tripathi
Membership Number: 118522 Branch Head

Raj Kumar Jain
Finance Head

Mumbai
27 September 2025
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The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Cash Flow Statement
for the year ended 31 March 2025

(Currency : US Dollars in thousands)

Cash flow from operating activities
Profit before Income Tax
Adjustments for non cash items:

Interest Income

Interest Expense

Other comprehensive income before tax
Depreciation on fixed assets

Provision for advances

Cash inflow from interest on advances/investments
Cash outflow from interest on borrowings

Adjustments for:

Increase in advances

Increase in investments

Increase in deposits

(Increase) / Decrease in other assets

(Decrease) / Increase in other liabilities and provisions

Direct taxes paid (Net)
Net cash from operating activities

Cash flow from investing activities
Purchase of fixed assets

Net cash used in investing activities

Cash flow from financing activities

For the year ended
31 March 2025

For the year ended
31 March 2024

Increase in borrowings

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents as at the beginning of year

Cash and cash equivalents as at 31 March

84,903 53,401
(434,534) (292,337)

352,770 243,535

(18) -

207 45

3,270 1,625

398,360 261,109

(325,713) (230,563)

79,245 36,815

(3,052,932) (1,955,084)

(439,743) (571,643)

93,725 25,986

(43,063) 25,337

(38,949) 87,007

(3,480,962) (2,388,397)

(30,643) (35,589)

(A) (3,432,360) (2,387,171)
(1,398) (18)

(B) (1,398) (18)
3,653,582 2,417,822

() 3,653,582 2,417,822
(A) + (B) + (C) 219,824 30,633
73,740 43,107

293,564 73,740

This is the Cash Flow Statement referrred to in our report of even date.

For Price Waterhouse LLP
Chartered Accountants
Firm Registration Number : 301112E/E300264

SHARAD Digitally signed by SHARAD
SHYAMSUNDER AGARWAL

SHYAMSUNDER Date: 2025.09.27 20:42:12

AGARWAL +05'30'

Sharad Agarwal

Partner

Membership No: 118522

Mumbai
27 September 2025

For The Hongkong and Shanghai Banking
Corporation Limited - GIFT Branch

TRIPATH]| Digitally signed

by TRIPATHI

RAJ Digitally signed

by RAJ KUMAR

ASHISHKU astistkomar — KIJMAR — JAIN
MAR To1919 10850 Date: 2025.09.27
JAIN 19:10:02 +05'30"

Ashishkumar Tripathi
Branch Head
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Raj Kumar Jain
Finance Head



The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Balance Sheet
as at 31 March 2025

(Currency : US Dollars in thousands)

1 Capital

I Capital

Head Office Account
Opening balance
Add : Capital Infusion by Head Office

2 Reserves and surplus

| Balance in Profit and Loss Account

3 Deposits
A. |. Demand Deposits
i) From others
Total
I1. Term Deposits

i) From others

TOTAL (I1+11)

B. I Deposits of branches in India

TOTAL

12
INTERNAL

As at 31 March 2025

As at 31 March 2024

20,500 20,500
20,500 20,500
105,926 46,281
105,926 46,281
85,448 38,020
85,448 38,020
46,297 -
46,297 -
131,745 38,020
131,745 38,020
131,745 38,020




The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Balance Sheet (Continued)
as at 31 March 2025

(Currency : US Dollars in thousands)

4 Borrowings
I Borrowings in India
Il Borrowings outside India (refer to schedule 18 note 7(b))
TOTAL (I1+11)

Secured borrowings included in I and Il above
Borrowings are unsecured and have no convenants.

5 Other liabilities and provisions
I Interest accrued

Il Provision towards standard assets* (refer to schedule 18 note 7(d))
111 Others (including provisions) (refer to schedule 18 note 7(c))
TOTAL (I+11+111)

*This consists of ECL on undrawn commitments

6 Cash and balances with Reserve Bank of India
7 Balances with banks and money at call and short notice
| In India

i) Balances with banks
a) in current accounts

Il Outside India

i) In current accounts
i) Money at call and short notice

Total i), ii)

TOTAL (I+11)

13
INTERNAL

As at 31 March 2025

As at 31 March 2024

9,834,793 6,181,211
9,834,793 6,181,211
62,821 36,259
928 481
52,375 93,678
116,124 130,418
254 381
11,232 42,386
282,078 30,973
293,310 73,359
293,564 73,740




The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Balance Sheet (Continued)
as at 31 March 2025

(Currency : US Dollars in thousands)

As at 31 March 2025 As at 31 March 2024
8 Investments
I Investments in India
i) Government securities 440,411 157,087
ii) Shares 734 -
iii) Debentures and bonds 570,241 414,556
TOTAL (I+11+111) 1,011,386 571,643
Il Investments outside India - -
Total (1+11) 1,011,386 571,643
9 Advances
A. i) Term loans 8,763,172 5,713,086
TOTAL 8,763,172 5,713,086
B. i) Secured by tangible assets (including advances against book debt) 1,536,692 386,765
ii) Unsecured 7,226,480 5,326,321
TOTAL i) and ii) 8,763,172 5,713,086
Cl. Advances in India
i) Public sector 1,495,074 433,809
ii) Banks 3,805,079 2,470,261
iii) Others 3,463,019 2,809,016
TOTAL 8,763,172 5,713,086
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The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Balance Sheet (Continued)
as at 31 March 2025

(Currency : US Dollars in thousands)

10 Fixed assets

I Other Fixed Assets (including furniture and fixtures)

Cost at 1 April 2024
Additions during the year
Deductions during the year

Depreciation to date

Net book value of Other Fixed Assets (including furniture and
fixtures)

11 Other assets

| Interest accrued

Il Others

TOTAL (I+11)

12 Contingent liabilities
I Liability on account of outstanding forward exchange and derivative contracts
i) Derivative contracts
Total

Il Guarantees given on behalf of constituents
i) InIndia

ii) Outside India

Total i) and ii)

TOTAL (I+11)
This consists of derivatives and guarantees

15
INTERNAL

As at 31 March 2025

As at 31 March 2024

103 185
1,415 18
17) -
1,501 203
(207) (100)
1,294 103
90,756 54,582
48,916 3,276
139,672 57,858
2,136,375 1,372,001
2,136,375 1,372,001
20,000 -
78,283 20,000
98,283 20,000
2,234,658 1,392,001




The Hongkong and Shanghai Banking Corporation Limited - GIFT City Branch

(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Profit And Loss Account
for the year ended 31 March 2025

(Currency : US Dollars in thousands)

13

14

15

16

17

Interest earned

Interest/discount on advances/bills

Income on investments

Interest on balances with Reserve Bank of India and other inter-bank funds

TOTAL (I+11+111)

Other income

v

Commission, exchange and brokerage (net)

Profit / (Loss) on sale/maturity of investments (net)
Profit / (Loss) on revaluation of investments (net)

Profit / (Loss) on exchange transactions (net)

TOTAL (I+1+111+1V)

Interest expended

Interest on deposits
Interest on Reserve Bank of India/ inter-bank borrowings
Others

TOTAL (1+11+111)

Operating expenses

I
1
i
v
\Y
Vi

Payments to and provisions for employees
Rent, taxes and lighting

Depreciation on Bank's property
Auditors' fees and expenses

Law charges

Other expenditure

TOTAL

Provisions and contingencies

Provision for advances
Taxation charge

- Current tax expense
- Deferred tax charge

Other provisions

TOTAL (1+11+111)

16
INTERNAL

For the year ended
31 March 2025

For the year ended
31 March 2024

385,272 283,197
45,567 8,266
3,695 874
434,534 292,337
12,205 7,040
2427 129
4,766 488
(11,013) (345)
8,385 7,312
233 18
352,504 243,492
33 25
352,770 243535
667 434

19 44

207 45

71 89

80 11

979 465
2,023 1,088
3,223 1,625
25,240 23,350
25,240 23,350
28,463 24,975




The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts

2.1

22

Background

The financial statements for the year ended 31 March 2025 comprise the accounts of the Gift City India
Branch of The Hongkong and Shanghai Banking Corporation Limited (‘the Bank’), which is
incorporated and registered in Hong Kong Special Administrative Region (‘SAR’). The Bank’s ultimate
holding company is HSBC Holdings plc, which is incorporated in the United Kingdom.

The Hongkong and Shanghai Banking Corporation Limited, GIFT City Branch (hereinafter referred to
as “HSBC-IBU” or “the Branch”), established as International Banking Unit (IBU) under International
Financial Services Centres Authority (“IFSCA”) Banking Regulations, 2020, as amended, having its
registered office at Gujarat International Finance Tec city (GIFT City), Gandhinagar, Gujarat, India.

The financial statements for the year ended 31 March 2025 comprises of Balance Sheet as at 31 March
2025, Profit and Loss Account, including the cash flow statement and the statement of changes in equity
for the year then ended, and notes to the financial statements, including a summary of material
accounting policies and other explanatory information.

Principal activities: The branch is operating as a bank and offers all banking services such as accepting
deposits, providing loans and derivative products and investing in securities.

Basis of preparation

The financial statements together with schedules thereon, presented in United States Dollars (“USD”)
as required by International Financial Services Centres Authority (“IFSCA”) Banking Regulations,
2020, as amended, give the information required by Section 29 of the Banking Regulation Act, 1949 as
permitted by the Prudential Directions — V5.0 of The IFSCA Banking Handbook (“the Directions”), in
the manner so required for IBUs and are in conformity with International Financial Reporting Standards
(“IFRS”) issued by the International Accounting Standards Board (“IASB”) read with para 1(iv) of
Module No. 3 Prudential Reporting, Disclosure and Supervision of the Directions.

The financial statements have been prepared on a going concern basis under the historical cost
convention as modified by the revaluation of certain financial assets and financial liabilities measured
at fair value through profit or loss or measured at fair value through other comprehensive income.

Standards adopted during the year ended March 31, 2025

The Branch has adopted a number of minor amendments to IFRS for the first time for the annual
reporting period beginning April 1, 2024 which are not expected to materially affect the current or future
periods.

New or revised standards issued but not yet effective
Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclosure

The TASB issued targeted amendments to IFRS 9 Financial Instruments and IFRS 7 Financial
Instruments: Disclosures that will be effective from 1 January 2026 with early application permitted.
These amendments added a new exception for the derecognition of some financial liabilities settled
through an electronic cash transfer system, and added further guidance for assessing whether a financial
asset meets the solely payments of principal and interest criterion, as well as new required disclosures
for certain instruments with contractual terms. The Branch is undertaking an assessment of the potential
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)

18 — Material accounting policies and notes to accounts (Continued)
2 Basis of preparation (Continued)

impact, and expects that the Branch’s financial instruments with features linked to the achievement of
environment, social and governance targets would meet the solely payments of principal and interest
criterion as a result of the amendments. However, the impact is not expected to be material.

IFRS 18 Presentation and Disclosure in financial statements

IFRS 18 Presentation and Disclosure in financial statements is a new accounting standard that will be
effective from 1 January 2027 and has new requirements on the structure of the Statement of Income, as
well as required disclosures for management-defined performance measures. The Branch is undertaking
an assessment of the potential impact which is not ascertained as of the March 31, 2025.

2.3 Other new or revised standards issued but not yet effective.

There are other new accounting standards, amendments to accounting standards and interpretations
published that are not mandatory for March 31, 2025 reporting periods and have not been early adopted
by the Branch. These standards, amendments or interpretations are not expected to have a material
impact to the Branch in the current or future reporting periods and on foreseeable future transactions.

3 Use of Critical estimates and judgements

The preparation of financial statements requires the use of accounting estimates which, by definition,
will seldom equal the actual results. Management also needs to exercise judgment in applying HSBC
IBU’s accounting policies.

Estimates, assumptions and judgements are continually evaluated and are based on historical experience
and other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

This note provides an overview of the areas that involve a higher degree of judgement or complexity,
and major sources of estimation uncertainty that have a higher risk of resulting in a material adjustment
within the financial year. Detailed information about each of these estimates and judgements is included
in the related notes together with information about the basis of calculation for each affected line item
in the financial statements.

The areas involving estimates or judgements are:

1. estimation of current tax payable and current tax expense in relation to an uncertain tax position —
note 7(j)

2. estimation of defined benefit pension obligation — note 7(1)

3. impairment of financial assets — note 6.3(f), and

4. fair Value of Investments and Derivatives — notes 7 (h).

Estimates and judgements are continually evaluated. They are based on historical experience and
other factors, including expectations of future events that may have a financial impact on the entity
and that are believed to be reasonable under the circumstances
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)
18 — Material accounting policies and notes to accounts (Continued)

4

6.1

6.2

Going concern

The financial statements are prepared on a going concern basis, as the management is satisfied that the
Branch has the resources to continue in business for the foreseeable future. In making this assessment,
the management has considered a wide range of information relating to present and future conditions,
including future projections of profitability, cash flows, capital requirements and capital resources.
These considerations include stressed scenarios that reflect the increasing uncertainty of the geo-
political environment on HSBC IBU’s operations, as well as considering potential impacts from other
top and emerging risks, and the related impact on profitability, capital and liquidity.

Foreign currencies

HSBC-IBU’s financial statements are presented in US dollars. The US dollar is HSBC IBU’s functional
currency because the US dollar and currencies linked to it are the most significant currencies relevant to
the underlying transactions, events and conditions, as well as representing a significant proportion of its
funds generated from financing activities.

Monetary assets and monetary liabilities in foreign currencies are translated into U.S. dollars at rates of
exchange ruling on the balance sheet date. Income and expense items denominated in foreign currencies
are translated into U.S. dollars at exchange rates prevailing at the date of the transaction. Any gains or
losses arising on translation are taken directly to the Profit and Loss Account .

Non-monetary items denominated in foreign currencies that are stated at historical cost are translated
into U.S. dollars at the exchange rate ruling at the date when the transaction was initially recognized.
Non-monetary items denominated in foreign currencies that are stated at fair value are translated into
U.S. dollars at foreign exchange rates ruling at the dates when the fair values were determined.
Translation differences arising on non-monetary items measured at fair value are recognized in the Profit
and Loss Account.

Material accounting policies

Functional and presentation currency

Items included in the financial statements of the Branch are measured using the currency of the primary
economic environment in which the branch operates (the “functional currency”). Taking into account
the local regulatory guidelines by the International Financial Services Centres Authority (IFSCA), cash
flows, the financing structure and Head office financing arrangements with HSBC Holdings plc, U.S.
dollars is considered as the functional and presentation currency of the Branch.

Foreign currency translation

Monetary assets and monetary liabilities in foreign currencies are translated into U.S. dollars at rates of
exchange ruling on the balance sheet date. Income and expense items denominated in foreign currencies
are translated into U.S. dollars at exchange rates prevailing at the date of the transaction. Any gains or
losses arising on translation are taken directly to the Profit and Loss Account .

Non-monetary items denominated in foreign currencies that are stated at historical cost are translated
into U.S. dollars at the exchange rate ruling at the date when the transaction was initially recognized.

Non-monetary items denominated in foreign currencies that are stated at fair value are translated into
U.S. dollars at foreign exchange rates ruling at the dates when the fair values were determined.
Translation differences arising on non-monetary items measured at fair value are recognized in the Profit
and Loss Account.
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
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(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

6

6.3

Material accounting policies (Continued)

Financial assets and liabilities

(@)

(b)

(©

Recognition of financial assets and financial liabilities

The Branch recognises financial assets and financial liabilities when it becomes a party to the
contractual provisions of the instrument.

Classification and measurement of financial assets and financial liabilities

On initial recognition, financial assets are classified as measured at amortised cost, fair value through
other comprehensive income ("FVOCI") or fair value through profit or loss ("FVTPL"). The
classification is based on both the business model for managing the financial assets and their
contractual cash flow characteristics. Factors considered by the Branch in determining the business
model for assets include past experience on how the cash flows for these assets were collected, how
the assets’ performance is evaluated and reported to key management personnel, how risks are
assessed and managed, and how managers are compensated.

On initial recognition, financial liabilities are classified as measured at either amortised cost or
FVTPL.

Financial assets and financial liabilities measured at amortised cost

Financial assets are measured at amortised cost if they are held under a business model with the
objective to collect contractual cash flows ("Hold to Collect") and they have contractual terms under
which cash flows are solely payments of principal and interest ("SPPI"). Factors considered by the
Branch in determining the business model for a group of assets include past experience on how the
cash flows for these assets were collected, how the asset’s performance is evaluated and reported to
key management personnel, how risks are assessed and managed and how managers are
compensated. In making the SPPI assessment, the Branch considers whether the contractual cash
flows are consistent with a basic lending arrangement (i.e. interest includes only consideration for
the time value of money, credit risk, other basic lending risks and a profit margin that is consistent
with a basic lending arrangement). Where the contractual terms introduce exposure to risk or
volatility that are inconsistent with a basic lending arrangement, the related financial asset is
classified and measured at FVTPL. Financial assets with embedded derivatives are considered in
their entirety when determining whether their cash flows are SPPI. As a result of the application of
these criteria, only debt financial assets are eligible to be measured at amortised cost.

Financial assets measured at amortised cost include Loans and Advances to Banks, Loans and
Advances to Customers, Borrowings and Deposits that are in the Hold to Collect business model.

Financial liabilities are measured at amortised cost unless they are held for trading or are designated
as measured at FVTPL. Most of the Branch’s financial liabilities are measured at amortised cost.
Financial liabilities measured at amortised cost includes borrowings, trade creditors, amounts owed
to the Branch undertakings and certain other liabilities.

Financial assets and financial liabilities measured at amortised cost are initially recognised at fair
value including transaction costs (which are explained below). The initial amount recognised is
subsequently reduced for principal repayments and adjusted for accrued interest using the effective
interest method (see below). In addition, the carrying amount of financial assets is adjusted by
recognising an expected credit loss allowance through profit or loss.
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
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(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

6 Material accounting policies (Continued)

6.3 Financial assets and liabilities(Continued)

(©

(d)

(@

Financial assets and financial liabilities measured at amortised cost (Continued)

The effective interest method is used to allocate interest income or interest expense over the relevant
period. The effective interest rate is the rate that discounts estimated future cash payments or receipts
through the expected life of the financial asset or financial liability or a shorter period when
appropriate, to the net carrying amount of the financial asset or financial liability. The effective
interest rate is established on initial recognition of the financial asset or financial liability. The
calculation of the effective interest rate includes all fees and commissions paid or received,
transaction costs, and discounts or premiums that are an integral part of the effective interest rate.
Transaction costs are incremental costs that are directly attributable to the acquisition, issuance or
disposal of a financial asset or financial liability.

Gains and losses arising on the disposal of financial assets measured at amortised cost are recognised
in 'trading profit' or other non-interest revenue as relevant.

Financial assets measured at fair value through other comprehensive income ("FVOCI")

Financial assets are measured at FVOCI if they are held under a business model with the objective
of both collecting contractual cash flows and selling the financial assets ("Hold to Collect and Sell"),
and they have contractual terms under which cash flows are SPPI.

Financial assets measured at FVOCI are initially recognised at fair value, which includes direct
transaction costs. The financial assets are subsequently remeasured at fair value with any changes
presented in other comprehensive income ("OCI") except for changes attributable to impairment,
interest income and foreign currency exchange gains and losses. Impairment losses and interest
income are measured and presented in profit or loss on the same basis as financial assets measured
at amortised cost (see above).

On disposal of financial assets measured at FVOCI, the cumulative gains or losses in OCI are
reclassified from equity and recognised in current period other income.

Financial instruments designated at fair value through profit or loss ("FVTPL")

Financial instruments, other than those held for trading, are classified in this category if they meet
one or more of the criteria set out below and are so designated irrevocably at inception:

*  The use of the designation removes or significantly reduces an accounting mismatch.

* A group of financial assets and liabilities or a group of financial liabilities is managed and its
performance is evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy.

*  The financial liability contains one or more non-closely related embedded derivatives.
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Schedule 18 — Material accounting policies and notes to accounts (Continued)

6.3

Material accounting policies (Continued)

Financial assets and liabilities(Continued)
(e) Financial instruments designated at fair value through profit or loss ("FVTPL") (Continued)

Designated financial assets are recognised when the Bank enters into contracts with counterparties,
which is generally on trade date, and are normally derecognised when the rights to the cash flows
expire or are transferred. Designated financial liabilities are recognised when the Bank enters into
contracts with counterparties, which is generally on settlement date, and are normally derecognised
when extinguished. Subsequent changes in fair values are recognised in the Profit and Loss Account.

(f) Impairment of amortised cost and FVOCI financial assets

Expected credit losses (‘ECL’) are recognised for loans and advances to banks and customers, other
financial assets held at amortised cost, debt instruments measured at FVOCI, and certain loan
commitments (Unfunded Sanctioned Amount) and financial guarantee contracts. 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 are possible within the next 12 months, or less,
where the remaining life is less 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 all possible
default events over the expected life of the financial instrument (‘lifetime ECL’). Financial assets
where 12-month ECL is recognised are considered to be ‘stage 1°; financial assets that are
considered to have experienced a significant increase in credit risk are in ‘stage 2’; and financial
assets for which there is objective evidence of impairment so are considered to be in default or
otherwise credit impaired are in ‘stage 3°.

HSBC determines that a financial instrument is credit impaired and in stage 3 by considering
relevant objective evidence, primarily whether:

» contractual payments of either principal or interest are past due for more than 90 days;

» there are other indications that the borrower is unlikely to pay, such as when a concession has
been granted to the borrower for economic or legal reasons relating to the borrower’s financial
condition; and

¢ the loan is otherwise considered to be in default.

If such unlikeliness to pay is not identified at an earlier stage, it is deemed to occur when an exposure
is 90 days past due, even where regulatory rules permit default to be defined based on 180 days past
due. Therefore, the definitions of credit impaired and default are aligned as far as possible so that
stage 3 represents all loans that are considered defaulted or otherwise credit impaired.

Interest income is recognised by applying the effective interest rate to the amortised cost amount,
i.e. gross carrying amount less ECL allowance.
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Schedule 18 — Material accounting policies and notes to accounts (Continued)

6

6.3

Material accounting policies (Continued)

Financial assets and liabilities(Continued)

(f) Impairment of amortised cost and FVOCI financial assets (Continued)

Significant increase in credit risk (stage 2)

An assessment of whether credit risk has increased significantly since initial recognition is
performed at each reporting period by considering the change in the risk of default occurring over
the remaining life of the financial instrument. The assessment explicitly or implicitly compares the
risk of default occurring at the reporting date compared with that at initial recognition, taking into
account reasonable and supportable information, including information about past events, current
conditions and future economic conditions. The assessment is unbiased, probability-weighted, and
to the extent relevant, uses forward-looking information consistent with that used in the
measurement of ECL. The analysis of credit risk is multifactor. The determination of whether a
specific factor is relevant and its weight compared with other factors depends on the type of product,
the characteristics of the financial instrument and the borrower, and the geographical region.
Therefore, it is not possible to provide a single set of criteria that will determine what is considered
to be a significant increase in credit risk, and these criteria will differ for different types of lending.
However, unless identified at an earlier stage, all financial assets are deemed to have suffered a
significant increase in credit risk when 30 days past due. In addition, wholesale loans that are
individually assessed, which are typically corporate and commercial customers, and included on a
watch or worry list, are included in stage 2.

For wholesale portfolios, the quantitative comparison assesses default risk using a lifetime
probability of default (‘PD’), which encompasses a wide range of information including the
obligor’s customer risk rating (‘CRR’”), macroeconomic condition forecasts and credit transition
probabilities. For origination CRRs up to 3.3, significant increase in credit risk is measured by
comparing the average PD for the remaining term estimated at origination with the equivalent
estimation at the reporting date.

The quantitative measure of significance varies depending on the credit quality at origination as
follows:

Origination CRR | Significance trigger — PD to increase by
0.1-1.2 15 bps
2.1-33 30 bps
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6 Material accounting policies (Continued)

6.3 Financial assets and liabilities(Continued)

(f) Impairment of amortised cost and FVOCI financial assets (Continued)

Significant increase in credit risk (stage 2) (continued)

For CRRs greater than 3.3 that are not impaired, a significant increase in credit risk is considered
to have occurred when the origination PD has doubled. The significance of changes in PD was
informed by expert credit risk judgement, referenced to historical credit migrations and to relative
changes in external market rates.

ECL resulting from default events that are possible within the next 12 months (‘12-month ECL")
are recognised for financial instruments that remain in stage 1.

The following table provides an overview of the Group’s credit risk by stage and industry, and the
associated ECL coverage. The financial assets

recorded in each stage have the following characteristics:

— Stage 1: These financial assets are unimpaired and without significant increase in credit risk on
which a 12-month allowance for ECL is recognised.

— Stage 2: A significant increase in credit risk has been experienced on these financial assets since
initial recognition for which a lifetime ECL is recognised.

— Stage 3: There is objective evidence of impairment and the financial assets are therefore
considered to be in default or otherwise credit impaired on which a lifetime ECL is recognised.

— POCI: Financial assets that are purchased or originated at a deep discount are seen to reflect the
incurred credit losses on which a lifetime ECL is recognised.
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6

6.3

6.4

Material accounting policies (Continued)

Financial assets and liabilities(Continued)

(f) Impairment of amortised cost and FVOCI financial assets (Continued)

Movement between stages

Financial assets can be transferred between the different categories (other than POCI) depending
on their relative increase in credit risk since initial recognition. Financial instruments are transferred
out of stage 2 to stage 1, if their credit risk is no longer considered to be significantly increased
since initial recognition based on the assessments described above. For loans that are assessed for
impairment on an individual basis, all available evidence is assessed on a case-by-case basis.

Measurement of ECL

The assessment of credit risk and the estimation of ECL are unbiased and probability-weighted, and
incorporate all available information that is relevant to the assessment including information about
past events, current conditions and reasonable and supportable forecasts of future events and
economic conditions at the reporting date. In addition, the estimation of ECL should take into
account the time value of money.

In general, HSBC IBU calculates ECL using three main components: a probability of default, a loss
given default CLGD’) and the exposure at default (‘EAD”).

The 12-month ECL is calculated by multiplying the 12-month PD, LGD and EAD. Lifetime ECL is
calculated using the lifetime PD instead. The 12-month and lifetime PDs represent the probability
of default occurring over the next 12 months and the remaining maturity of the instrument
respectively.

The EAD represents the expected balance at default, taking into account the repayment of principal
and interest from the balance sheet date to the default event together with any expected drawdowns
of committed facilities. The LGD represents expected losses on the EAD given the event of default,
taking into account, among other attributes, the mitigating effect of collateral value at the time it is
expected to be realised and the time value of money.

Income and expense

Unless a financial asset is credit-impaired, interest income is recognised by applying the effective
interest method to the carrying amount of a financial asset before adjusting for any allowance for
expected credit losses. If a financial asset is credit-impaired, interest income is recognised by applying
the effective interest rate to the carrying amount of the financial asset including any allowance for
expected credit losses.

Interest expense on financial liabilities is recognised by applying the effective interest method to the
amortised cost of financial liabilities.
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6.4

6.5

6.6

Material accounting policies (Continued)

Income and expence (Continued)

Interest income and expense on financial assets and financial liabilities, excluding those classified at
FVTPL, are presented in interest income from financial assets measured at amortised cost and FVOCI
and interest expense from financial liabilities measured at amortised cost respectively.

Interest generated as a result of 'negative' interest rates is recognised gross, as interest income or interest
expense.

Fee Income

HSBC IBU recognises fees earned on transaction-based arrangements at a point in time when it has fully
provided the service to the customer. Where the contract requires services to be provided over time,
income is recognised on a systematic basis over the life of the agreement.

Fair value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Fair values are determined by reference to observable market prices where available and reliable. Fair
values of financial assets and financial liabilities are based on quoted market prices or dealer price
quotations for financial instruments traded in active markets. Where market prices are unavailable, fair
value is based on valuation models that consider relevant transaction characteristics (such as maturity)
and use as inputs observable or unobservable market parameters, including but not limited to yield
curves, interest rates, volatilities, equity or debt prices, foreign exchange rates and credit curves.
Valuation adjustments may be made to ensure that financial instruments are recorded at fair value.

The Branch classifies its assets and liabilities according to a hierarchy that has been established under
IFRS for disclosure of fair value measurements. The fair value hierarchy is based on the transparency of
inputs to the valuation of an asset or liability as of the measurement date. The fair value hierarchy gives
the highest priority to quoted prices (unadjusted) in active markets for identical assets or liabilities (level
1) and the lowest priority to unobservable inputs (level 3 inputs).

A financial instrument’s categorisation within the fair value hierarchy is based on the lowest level of
input that is significant to the fair value measurement.
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6.7

6.8

6.9

Material accounting policies (Continued)

Offsetting financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when
there is currently a legally enforceable right to offset the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously. The legally enforceable
right must not be contingent on future events and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of the Branch or the counterparty.

Cash and cash equivalents

For the purpose of presentation in the cash flow statement, cash and cash equivalents includes balances
with banks and other short-term deposits with an original maturities of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of changes
in value.

Current and deferred income tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income
based on the applicable income tax rate adjusted by changes in deferred tax assets and liabilities
attributable to temporary differences.

Current income tax is computed in accordance with the Indian Income Tax Act, 1961 and applicable
laws and rules thereunder. Management periodically evaluates positions taken in tax returns with respect
to situations in which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially
enacted by the end of the reporting period and are expected to apply when the related deferred income
tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised for all deductible temporary differences only if it is probable that
future taxable amounts will be available to utilise those temporary differences.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxation authority. Current
tax assets and tax liabilities are offset where the Branch has a legally enforceable right to offset and
intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously and are
disclosed on a net basis.

Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items
recognised in other comprehensive income or directly in equity. In such case, the tax is also recognised
in other comprehensive income or directly in equity, respectively.
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6.10

6.11

6.12

6.13

Material accounting policies (Continued)

Provisions and contingent liabilities

Provisions are recognised when the Branch has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of economic benefits will be required to settle the obligation,
and a reliable estimate of the amount of the obligation can be made.

A contingent liability is a possible obligation that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one of more uncertain future events not wholly
within the control of the Branch, or a present obligation that arises from past events but is not recognised
because either an outflow of economic benefits is not probable or the amount of the obligation cannot
be reliably measured. Contingent liabilities are not recognised in the financial statements; however
disclosure is made unless the probability of settlement is remote.

Leases

The Branch recognizes lease right-of-use (“ROU”) assets and lease liabilities at the lease commencement
date. Lease ROU assets are included in property and equipment, and lease liabilities are included in other
liabilities for operating leases in the Branch’s balance sheet. The ROU assets are initially measured at
cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at
or before the lease commencement date plus any initial direct costs incurred, less any lease incentives
received. The ROU assets are subsequently amortized on a straight-line basis from the commencement
date to the end of the lease term. In addition, the ROU assets may be reduced by impairment losses.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the Branch’s incremental borrowing rate. The lease liability is
measured at amortized cost using a constant periodic rate of interest. It is remeasured when there is a
change in an index or rate, or if the Branch changes its assessment of whether it will exercise an extension
or termination option. When the lease liability is remeasured in this way, a corresponding adjustment is
made to the carrying amount of the ROU asset.

Segment reporting

The Branch is not in scope of IFRS 8 'Operating segments', as its debt or equity are not traded on a public
market, therefore segmental analysis of the Branch's revenue and assets by business is not required.

Property, Plant and Equipment and depreciation

(a) Property, Plant and Equipment are stated at historical cost less accumulated depreciation.
(b) Depreciation is provided, from the month in which the asset is capitalised, on the straight-line
method over the useful life of the asset as estimated by the Management.

Asset Type Maximum estimated useful life*
Furniture and fixtures 5 years
IT Equipment 5 years

*For these classes of assets, based on internal assessment and technical evaluation, the management
believes that the useful lives as given above best represents the maximum period over which
management expects to use these assets.
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Schedule 18 — Material accounting policies and notes to accounts (Continued)

7

Notes to accounts

(a) Financial Risk Management

Risk is an inherent part of the Branch's business activities. The Branch's risk management framework
and governance structure are intended to provide comprehensive controls and an ongoing
management of major risks inherent in its business activities.

The Branch's risk management objectives are consistent with those of the head office. The Branch
employs a holistic approach to risk management to ensure the broad spectrum of risk types are
considered in managing its business activities. It is also intended to create a culture of risk
transparency and awareness and personal responsibility throughout the Branch where collaboration,
discussion, escalation and sharing of information is encouraged. The Branch's ability to properly
identify, measure, monitor/control and report risk is critical to its soundness and profitability.

The Branch's activities expose it to a variety of risks; market risk (including foreign currency risk
and interest rate risk), credit risk and liquidity risk.

Market Risk

Market risk is the risk associated with the effect of changes in market factors, such as interest and
foreign exchange rates, equity and commodity prices, credit spreads or implied volatilities, on the
value of assets and liabilities held for both the short and long term. The branch’s exposure to debt
securities price risk arises from investments held by the branch and classified in the Profit and Loss
Account at fair value through profit or loss (FVTPL) (note 7(e)). To manage its price risk arising
from investments in debt securities, the branch diversifies its portfolio. Given the current balance
sheet of the branch, market risk management is overseen by the head office in Hong Kong.

Sensitivity

The table below summarizes the impact of +/-100 bps move in yields on the market value of
Investments:

Cost of Market Value Effect on MTM | Effect on MTM
Investments of Investments* | if yields move | if yields move
100 bps +ve 100bps -ve
1,005,384 1,010,652 (25,779) 37,093

*Market value of investments consists of government securities, debentures and bonds.
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Schedule 18 — Material accounting policies and notes to accounts (Continued)
7 Notes to accounts (continued)
(a) Financial Risk Management (continued)

Foreign currency risk

Foreign exchange risk arises when future commercial transactions or recognized assets or liabilities
are denominated in a currency that is not the Branch's functional currency. The Branch's foreign
currency exposure results primarily from movements of the Non-US Dollar (USD) against the US
Dollar (USD).

The branch’s exposure to foreign currency risk at the end of the reporting period, expressed in USD
was as follows :

(USD €000)
AUD EUR GBP SGD JPY INR
Balances with banks and money at call and short notice 239 10,286 41 7,027 244 254
Investments - - - - - 1,010,652
Advances 562 836,446 7,544 - - 13,356
Deposits (185) (983) (15) (7,028)  (185) -
Borrowings (556)  (844,932) (7,544) - (66) -

The branch operates internationally and is exposed to foreign exchange risk, primarily the AUD,
EUR, GBP, SGD, JPY and INR.

Foreign exchange risk arises from future commercial transactions and recognised assets and
liabilities denominated in a currency that is not the functional currency of the Branch. The risk is
measured through a forecast of highly probable US dollar expenditures. The risk is hedged with
derivative products with the objective of minimising the volatility in currency exchange. All foreign
currencies exposure mitigate by taking forward contracts.

INR fluctuates by 100 bps, the impact of increase/ decrease resulting exposure of positive / negative
USD 11,959/(11,683) respectively.
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Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)
(a) Financial Risk Management (continued)
Interest rate risk
Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Fair value interest rate risk is the risk that the
fair value of a financial instrument will fluctuate due to changes in market interest rates. The
Branch’s main interest rate risk arises from long-term borrowings with variable rates, which expose
the branch to cash flow interest rate risk. The Branch’s business model is to borrow funds from its
Parent to disburse the borrowed funds in the form of loans to the Customers. The branch’s
borrowings and receivables are carried at amortised cost. The borrowings and advances are
periodically contractually repriced and to that extent are also exposed to the risk of future changes
in market interest rates (Refer note (b)).
(USD °000)
As at 31 March 2025 As at 31 March 2024
Floating Rate Fixed Rate Total Floating Rate Fixed Rate Total
Advances to customers 8,769,249 - 8,769,249 5,713,086 - 5,713,086
Investments - 1,011,386 1,011,386 - 571,643 571,643
Borrowings (6,905,150)  (2,929,644)  (9,834,794) (4,642,976)  (1,538,235) (6,181,211)
Net Exposure 1,864,099  (1,918,258) (54,159) 1,070,110 (966,592) 103,518

Credit Risk

Credit Risk Management, monitors, measures and manages credit risk throughout the HSBC group
and defines credit risk policies and procedures. The Hongkong and Shanghai Banking Corporation
Limited credit risk management governance includes the following activities:
e Maintaining a credit risk policy framework
e Monitoring, measuring and managing credit risk across all portfolio segments, including
transaction and exposure approval
e Setting industry and geographic concentration limits, as appropriate, and establishing
underwriting guidelines. Assigning and managing credit authorities in connection with the
approval of credit exposure
Managing criticized exposures and delinquent loans, and
Estimating credit losses and supporting appropriate credit risk-based capital management.

The Hongkong and Shanghai Banking Corporation Limited has developed policies and practices
that are designed to preserve the independence and integrity of the approval and decision-making
process for extending credit so that credit risks are assessed accurately, approved properly,
monitored regularly and managed actively at both the transaction and portfolio levels. The firm-
wide policy framework establishes credit approval authorities, concentration limits, risk-rating
methodologies, portfolio review parameters and guidelines for management of distressed exposures.
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7

Notes to accounts (continued)

(@)

Financial Risk Management (continued)
Liquidity Risk

Liquidity risk is the risk that the Branch will be unable to meet its contractual and contingent
financial obligations as they arise or that it does not have the appropriate amount, composition and
tenor of funding and liquidity to support its assets and liabilities. As per IFSCA regulations HSBC
IBU needs to maintain adequate liquidity ratios in its parent’s head office books as per the
requirements of the head office regulator. No separate liquidity requirements are needed at branch
level. The branch accordingly submits a quarterly return to IFSCA confirming the LCR maintained
by head office.

Funding

The Branch's sources of funding is primarily from the Head-office. The Branch's funding capacity
is sufficient to meet its on and off-balance sheet obligations. The table below presents the maturity
details of all financial liabilities. Amounts greater than one year represent undiscounted cash flows.
Due to the nature and contractual maturity of all other financial liabilities they are presented at the
carrying amount, which is not materially different to the undiscounted cash flow.

Prudent liquidity risk management implies maintaining sufficient cash and the availability of
funding. As per the requirements of IFSCA, the branch need not maintain any separate NSFR ratios,
as long as the head office maintains sufficient NSFR as per the regulations of the head office
regulator. The branch accordingly submits a quarterly return to IFSCA confirming the NSFR
maintained by head office.

The Branch's financial liabilities, consisting mainly of borrowings and trade payables which are due
within the next 12 months from the reporting date. The Branch has sufficient funds to meet all
maturing obligations.

Capital Management

Minimum prescribed capital as per the IFSCA, is maintained at branch at all times. IFSCA also
requires the head office to maintain requisite capital adequacy ratio as prescribed by the head office
regulator. The branch accordingly submits a quarterly return to IFSCA confirming the CRR
maintained by head office.

Head Office exercise effective oversight over the operations of the Branch and acknowledge that
the assets of the Head Office are generally available to the Branch to allow the Branch to meet its
financial obligations as they fall due in accordance with the terms of the obligation, including place
of payment".

The Branch's capital consists of Head-office capital and Reserves and surplus (Retained earnings)
accumulated over a period of time. The Branch has adequate funds to meet its exchange related
obligations for business and for operating expenses.
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7 Notes to accounts (continued)
(b) Borrowings
Borrowings are unsecured and have no covenants. The analysis of the borrowing is as per the
table below
(USD “000)
Interest rate range
<0% 0%-2% 2%-4% 4%-6%  6%-8% Total
Analysis of borrowings as at
31 March 2025
Fixed rate - 66 166,461 2,763,050 - 2,929,577
Floating rate - - 799547 6.019.240 86,429 6.,905.216
Total on balance sheet - 66 966,008 8,782,290 86,429 9,834,793
Analysis of borrowings as at
31 March 2024
Fixed rate - - 10,245 1,527,990 - 1,538,235
Floating rate - - 300,243 4,342,733 - 4,642,976
Total on balance sheet - - 310,488 5,870,723 - 6,181.211
(¢) Accruals, deferred income and other liabilities
(USD ‘000)
Particulars As at As at
31 March 2025 31 March 2024
Settlement Payable 23,154 65,854
Deferred Income 7,409 12,456
Margin monies received 5,597 5,032
Inter Company Payable 1,337 3,080
Income Tax Payable 10 3,073
Accruals 336 2,154
Gratuity Payable 25 50
Statutory dues payables 20 14
Other Payables 14,487 1,965
Other liabilities 52,375 93,678
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7 Notes to accounts (continued)

(d) Credit risk disclosures
(i) Summary of credit risk gross financial instruments & ECL

The following disclosure presents the gross carrying/nominal amount of financial instruments to
which the impairment requirements in IFRS 9 are applied and the associated allowance for ECL.

(USD “000)
As at 31 March 2025 As at 31 March 2024
Gross carrying/ Allowance for  Gross carrying/  Allowance for
nominal amount ECL nominal amount ECL
Loans and advances at amortised cost
- Banks 1,016,500 (330) 1,581,500 (522)
- Corporate and commercial 2,113,738 (2,337) 1,460,654 (1098)
- Non bank financial institutions 2,135,149 (2,302) 1,750,777 (1,473)
Total gross carrying amount on balance sheet 5,265,387 (4,969) 4,792,931 (3,094)
Loans and other related credit commitments
- Banks 400,000 (220) 30,000 (20)
- Corporate and commercial 978,889 (539) 229,043 (14)
- Non bank financial institutions 306,135 (169) 97.800 (447)
Total nominal amount off balance sheet 1,685,024 (928) 356,843 (481)
As at 31 March 2025 As at 31 March 2024
Gross carrying/ Allowance for  Gross carrying/  Allowance for
nominal amount ECL nominal amount ECL
3.503.862 (1.108) 923,390 141)
Loans and advances measured at FVOCI 3,503,862 d,108) 923,390 (141)

Loans and advances measured at FVOCI continue to be measured at fair value.

34
RESTRICTED



The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(d) Credit risk disclosures (continued)

(it) Summary of credit risk by stage distribution

Summary of credit risk by stage distribution and ECL coverage:

(USD 000)
As at 31 March 2025
Gross carrying/ nominal Allowance for ECL ECL coverage %
amount

Stage 1 Stage 2 Stage 1 Stage 2 Stage 1 Stage 2
Loans and advances at amortised cost
- banks 1,016,500 - (330) - 0.03% -
-corporate and commercial 2,102,645 11,093 (2,200) 137 0.10% 1.24%
- non bank financial institutions 2.135.149 - (2,302) - 0.11% -
Total gross carrying amount at 5,254,294 11,093 (4,832) (137) 0.09% 1.24%
amortized cost
Loans and advances at FVOCI
-banks 2,789,059 - (882) - 0.03% -
-corporate and commercial 140,270 - (44) - 0.03% -
-non bank financial institutions 574,533 - (182) - 0.03% -
Total gross carrying amount at 3.503.862 - _(1,108) - 0.03% -
FVOCI
Loans and other credit-related
commitments
- Banks 400,000 - (220) - 0.06% -
-corporate and commercial 978,889 - (539) - 0.06% -
- non bank financial institutions 306,135 - (169) - 0.06% -
Total gross carrying amount on 1,685,024 - (928) - _0.06% -
balance sheet
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7

Notes to accounts (continued)

(d) Credit risk disclosures (continued)
(ii) Summary of credit risk by stage distribution

(USD “000)

As at 31 March 2024

Gross carrying/ nominal Allowance for ECL ECL coverage %
amount

Stage 1 Stage 2 Stage 1 Stage 2 Stage 1 Stage 2
Loans and advances at amortised cost
- banks 1,581,500 - (522) - 0.03% -
-corporate and commercial 1,447,180 13,474 (1,040) (58) 0.07% 0.43%
- non bank financial institutions 1,750,777 - (1.473) - 0.08% -
Total gross carrying amount at amortized 4,779,457 13,474 (3,036) 58 0.06% 0.43%
cost
Loans and advance at FVOCI
-banks 888,761 - (136) 0.01% -
-non bank financial institutions 34,629 - (&) - 0.01% -
Total gross carrying amount at FVOCI 923,390 - (141) - 0.01% -
Loans and other credit-related
commitments
- Banks 30,000 - (20) - 0.07% -
-corporate and commercial 229,043 - (14) - 0.01% -
- non bank financial institutions 97.800 - (447) - 0.46% -
Total gross carrying amount on balance 356,843 - (481) - 0.14% -
sheet
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7 Notes to accounts (continued)

(d) Credit risk disclosures (continued)
(iii) Past due analysis

(USD’ 000)
As at 31 March
2025
Gross carrying/ nominal amount Allowance for ECL ECL coverage %
Stage2  Up-to- of of Stage  Up-to- Of of Stage 2 Up- of of
date which  which 2 date whic  which: to- which which:
: <30 : 30 h: 30 and date :<30 30and>
DPD and > <30 > DPD DPD
DPD DPD DPD
Loans and

advances at

amortised cost

- banks -
“corporate and 11,003 11,03 -
commercial

- non bank financial
institutions _— =
Total gross carrying

amount on-balance 11,093 11,093

sheet

(137) (137 12% 12% - -

B |
B
|
|

As at 31 March
2024

Gross carrying/ nominal amount Allowance for ECL ECL coverage %

Stage2  Up-to- of of Stage  Up- of of Stage2  Up- of of
date which  which 2 to- which:  which: to- which which:
: <30 : 30 date <30 30 and date :<30 30and>
DPD and > DPD > DPD DPD
DPD DPD

Loans and

advances at

amortised cost

- banks -

-corporate and
commercial

- non bank financial
institutions —
Total gross carrying

amount on-balance 13,474
sheet

13,474 13,474

(58) (58) 0.4% 0.4% - -

B |
B
|
|

E |
u.
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7

Notes to accounts (continued)

(d) Credit risk disclosures (continued)

(iv) Summary of credit risk —movement table

Reconciliation of changes in gross carrying/nominal amount and allowances for loans and

advances to banks and customers including loan commitments and financial guarantees

As at 1 April 2024

Transfers of financial instruments
Between stages

Net remeasurement of ECL
arising from transfer of stage

New financial assets originated
or purchased

Assets derecognised (including
final repayments)

Changes to risk parameters —
further lending/repayment

Assets written off
Foreign exchange
As at 31 March 2025

ECL profit and loss account
change for the year

(USD °000)
Not credit impaired Credit impaired
Stage 1 Stage 2 Stage 3
Gross Allowance / Gross Allowance / Gross Allowance /
Exposure  Provision for = Exposure Provision for = Exposure Provision for
ECL ECL ECL
6,059,487 3,173) 13,474 (58)
3) 3 3 3
- 1 - @
2,699,349 (2,765) (2,384) (81)
677) - - -
8,758,156 (5,940) 11,093 (137)
2,767 79

(iv) Summary of credit risk —credit quality

The following table provides an overview of the Branch’s credit risk by stage and industry, and the
associated ECL coverage. The financial assets recorded in each stage have the following

characteristics:

Stage 1: These financial assets are unimpaired and without significant increase in credit risk on
which a 12-month allowance for ECL is recognised.

Stage 2: A significant increase in credit risk has been experienced on these financial assets since
initial recognition for which a lifetime ECL is recognized

Stage 3: There is objective evidence of impairment and the financial assets are therefore
considered to be in default or otherwise credit impaired on which a lifetime ECL is recognised.
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7 Notes to accounts (continued)

(d) Credit risk disclosures (continued)
(v) Summary of credit risk —credit quality (continued)

Credit quality classification

Quality classification
Strong

Good

Satisfactory
Sub-standard

Credit impaired

Internal credit rating

CRR 1to CRR 2

CRR 3

CRR 4 to CRR 5
CRR 6 to CRR 8
CRR 9 to CRR 10

12-month Basel
probability of default %

0-0.169
0.170 - 0.740
0.741 -4.914
4.915-99.999

100

Wholesale lending — credit risk profile by obligor grade for loans and advances at amortised cost

RESTRICTED

(USD “000)
As at 31 March 2025
Stage 1 Stage 2
Basel one-year Gr0§s Allowance C ECL Grqss Allowance C ECL
PD range % carrying for ECL overage carrying for ECL overage
amount % amount %
Corporate and
commercial
—-CRR 1 0.054t0 0.169 510,104 8 - - - -
—CRR2 0.170 to 0.740 554,159 385 0.07% - - -
—CRR 3 0.741 to 1.927 676,721 596 0.09% 2,743 47 1.71%
—CRR 4 1.928 to 4.914 246,923 601 0.24% 4,303 13 0.30%
—CRR 5 255,008 751 0.29% 4,047 77 1.90%
—CRR 6 - - -
2,242,915 2,341 0.10% 11,093 137 1.24%
Non-bank financial
institutions
—CRR 2 0.054 t0 0.169 1,132,500 1182 0.10% - - -
—CRR 3 0.170 to 0.740 1,256,618 1335 0.11% - - -
-~ CRR 4 0.741 to 1.927 320,564 601 0.19% - - -
2,709,682 3118 0.12% - - -
Banks
—CRR 2 0.054 t0 0.169 3,684,231 452 0.01% - - -
—CRR 3 0.741 t0 1.927 121,329 28 0.02% - - -
3,805,560 480 0.01% - - -
Total 8,758,156 5,940 0.07% 11,093 137 1.24%
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7 Notes to accounts (continued)

(d) Credit risk disclosures (continued)
(v) Summary of credit risk —credit quality (continued)

As at 31 March 2024
Stage 1 Stage 2
Basel one-year ca(l;,:o;sl Allowance COESI{; e aCI}roiss Allowance C ]::/CrIzjl
PD range % ying for ECL g cartymng for ECL overage
amount % amount %

Corporate and
commercial
—-CRR2 0.054 t0 0.169 716,953 250 0.03% - - -
—CRR 3 0.170 to 0.740 130,004 204 0.16% - - -
_CRR 4 0.741 to 1.927 214,938 245 0.11% 3600 9 0.25%
—CRR 5 1.928 t0 4.914 226,581 384 0.17% 9,874 49 0.50%

1,288,476 1,083 0.08% 13,474 58 0.43%
Non-bank financial
institutions
—CRR 2 0.054 to 0.169 1,084,700 582 0.05% - - -
—CRR3 0.170 to 0.740 728,810 520 0.07% - - -
—CRR 4 0.741 to 1.927 130,600 422 0.32% - - -

1,944,110 1,524 0.08% - - -
Banks
—CRR 2 0.054 to 0.169 2,400,261 413 0.02% - - -
—CRR3 0.741 to 1.927 70,000 15 0.02% - - -

2,470,261 428 0.02% - - -
Total 5,702,847 3,177 0.06% 13,474 58 0.43%

Sensitivity of ECL

The Branch assessed ECL sensitivity for the portfolios to changes in the allocation of exposures between Stages
1 and 2. ECL is estimated to reduce by USD 91 (000s) should all the exposures in Stage 2 return to Stage 1 and
were assigned a lower 12-month ECL instead of lifetime ECL.

As ECL estimation relies on multiple variables, no single analysis can fully demonstrate the sensitivity of the
ECL to changes in macroeconomic variables
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(d) Credit risk disclosures (continued)
(v) Summary of credit risk —credit quality (continued)

Concentration of Advances by Top 20 borrowers

Particulars As at 31 March 2025
a. Total advances to twenty largest borrowers 5,576,346
b. Total advances 8,769,249
c. Percentage of advances to twenty largest borrowers to total advances of the bank (c=a/b) 64%
Particulars As at 31 March 2024
a. Total advances to twenty largest borrowers 4,366,509
b. Total advances 5,716,316
c. Percentage of advances to twenty largest borrowers to total advances of the bank (c=a/b) 76%

Concentration of Advances by country

Country As at 31 March 2025 % As at 31 March 2024 %
India 5,621,407 64% 3,759,670 66%
United Arab Emirates 964,193 11% 355,253 6%
Mauritius 467,447 5% 518,123 9%
United Kingdom 428,601 5% 288,712 5%
USA 420,861 5% 158,000 3%
Singapore 244,400 3% 114,655 2%
Netherlands 208,836 2% 173,075 3%
Bahrain 90,000 1% 138,400 2%
HongKong 80,537 1% 96,360 2%
Ireland 64,801 1% - -
Japan 56,096 1% - -
Belgium 33,057 0% 72,700 1%
Vietnam 30,714 0% 35,000 1%
Tiirkiye 26,908 0%

Germany 14,006 0% 5,119 0%
Luxembourg 12,513 0% - -
Italy 4,310 0% - -
Australia 562 0% - -
Sri Lanka - - 1,250 -
Grand Total 8,769,249 100% 5,716,316 100%
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(d) Credit risk disclosures (continued)

(v) Summary of credit risk —credit quality (continued)

e By Industry

Broad Industry
Banking and Finance

Financial Services
IPetrochemicals

Chemicals
Consumer Electronics

Food Processing
Telecom network

IT and Software Industry
Electronic Systems
Medical and Medical equipments
Iron & Steel
Professional Services
Pesticides

|Auto Components
Consumer Goods
Construction

IPower Sector

Glass

Roads and Highways

Plastic and Plastic Products

IBPM services
Metals

Paper and Packaging
Retail and e-commerce
IPharmaceuticals

IPaints

Total

INVEST SECS(PROPRIETARY HLDS)
IMFG-MACH & EQUIPMENT N.E.C.

Manufacture of mechanical fluid systems and process equipment

As at 31 March 2025
3,946,625
2,892,732

347,504
341,347
328,710
149,358
149,276
79,969
63,941
59,466
59,008
56,908
54,332
47,796
40,011
40,000
31,125
16,815
14,006
13,898
13,356
8,225
8,102
2,743

2,057
1,939

8,769,249

%
45.0%
32.9%

4.0%
3.9%
3.7%
1.7%
1.7%
0.9%
0.7%
0.7%
0.7%
0.6%
0.6%
0.5%
0.5%
0.5%
0.4%
0.2%
0.2%
0.2%
0.2%
0.1%
0.1%
0.0%

0.0%
0.0%

100%

As at 31 march 2024
4,480,684

298,037
153,253
89,590
66,644
50,000
50,490

38,857
38,000
105,000
4,486

31,022

10,000

800

254,284
43,919
1,250
5,716,316

%
78.4%

5.2%

2.7%
1.6%
1.2%

0.9%
0.9%

0.7%

0.7%

1.8%

0.1%

0.5%

0.2%

0.0%

4.4%
0.8%
0.0%
100%
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Schedules forming part of the Financial Statements (Continued)

for the year ended 31 March 2025
(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(e) Financial instruments by category

(USD <000)
As at 31 March 2025 As at 31 March 2024
FVTPL Amortised FVOCI FVTPL Amortised FVOCI
Cost Cost

Balances with banks and money at call - 293,564 - - 73,740 -

and short notice

Investments 1,010,652 734 - 571,643 - -

Advances - 5,265,387 3,503,862 - 4,789,837 923,249

Derivatives 5,809 - - 2,839 - -

Total Financial Assets 1,016,461 5,559,685 3,503,862 574,482 4,863,577 923,249

Deposits - 131,745 - - 38,020

Borrowings - 9,834,793 - - 6,181,211 -

Derivatives 22,802 - - 1,585 - -

Total Financial Liabilities 22,802 9,966,538 - 1,585 6,219,231 -

(f) Maturity of financial assets and liabilities
(USD °000)
As at 31 March 2025 Lessthan 6 6 to 12 1to2 2to5 over 5 No spe.c1fy Total
months months years years years maturity
Balances with banks and money at 292,726 838 - - - - 293,564
call and short notice
Investments 74,706 201,580 130,391 220,925 383,050 734 1,011,386
Loans and advances to banks 1,483,376 1,029,684 270,000 1,022,500 - - 3,805,560
Loans and advances to customers 1,259,493 202,708 468,441 2,044,921 988,126 - 4,963,689
Other Assets 48,916 - - - - - 48,916
Total Financial assets 10,123,115
Borrowings 4,195,184 1,212,634 1,239,796 2,975,808 211,371 - 9,834,793
Other liabilities and provisions 52,375 - - - - - 52,375
Deposits 131,745 - - - - - 131,745
Total Financial Liabilities 9,918,913
Off balance sheet exposure 1,685,023 - - - - - 1,685,023
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)

for the year ended 31 March 2025

(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)
o) Maturity of financial assets and liabilities (continued)
(USD €000)
As at 31% march 2024 Lessthan  6to 12 1to2 2t05 over 5 No Total
6 months  months years years years specify
maturity
Balances with banks and money at call 73,740 - - - - - 73,740
and short notice
Investments 76,479 78,620 195,118 94,586 126,840 571,643
Loans and advances to banks 1,307,311 476,450 346,500 340,000 - - 2,470,261
Loans and advances to customers 840,555 385,788 390,526 1,514,187 115,004 - 3,246,060
Other Assets 3,276 - - - - - 3,276
Total Financial assets 6,364,980
Borrowings 2,635,099 751,628 829,094 1,867,997 97,393 - 6,181,211
Other liabilities and provisions 93,678 - - - - - 93,678
Deposits 38,020 - - - - 38,020
Total Financial Liabilities 6,312,909
Off balance sheet exposure* 356,843 - - - - -

* Off balance sheet exposures includes limits sanctioned/undrawn committements by the Branch

(g) Fair values of financial instruments not carried at fair value

(USD °000)
Significant
Category ) Quoted. uflobservabl
Carrying market price Observable e inputs level
Amount level1  inputs level 2 3 Total
As at 31 March 2025
Loans and advances to banks Amortized cost 1,016,500 - - 1,016,500 1,016,500
Loans and advances to Amortized cost 4,248,887 - - 4,248,887 4,248,887
customers
Loans and advances to banks FVOCI 2,789,059 - - 2,789,059 2,789,059
Loans and advances to 714,803 - - 714,803 714,803
customers FVOCI
Borrowings Amortized cost 9,834,793 - - 9,834,793 9,834,793
Deposits Amortized cost 131,745 - - 131,745 131,745
As at 31 March 2024
Loans and advances to banks Amortized cost 1,581,500 - - 1,581,500 1,581,500
Loans and advances to Amortized cost 3,211,431 - - 3211,431 3,211,431
customers
Loans and advances to banks FVOCI 730,057 - - 730,057 730,057
Loans and advances to FVOCI 193,333 - - 193,333 193,333
customers
Borrowings Amortized cost 6,181,211 - - 6,181,211 6,181,211
Deposits Amortized cost 38,020 - - 38,020 38,020
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)
Schedule 18 — Material accounting policies and notes to accounts (Continued)
7 Notes to accounts (continued)

(g) Fair values of financial instruments not carried at fair value (continued)

Other financial instruments not carried at fair value are typically short term in nature and reprice to
current market rates frequently. Accordingly, their carrying amount is a reasonable approximation of
fair value.

(h) Fair values of financial instruments carried at fair value

(USD “000)
Quoted Significant
market price Observable unobservable

level 1 inputs level 2 inputs level 3 Total
As at 31 March 2025
Investments 728,518 127,190 155,378 1,011,386
Derivatives (146) (16847) - (16,993)
As at 31 March 2024
Investments 284,064 287,579 - 571,643
Derivatives (35) 1289 - 1254

As at 315 March 2025, the Bank holds financial instruments classified as Level 3 under the fair value
hierarchy, comprising investments in unquoted shares and bonds. These instruments are valued
using significant unobservable inputs due to the absence of active market quotations.

Valuation techniques include discounted cash flow models, comparable company analysis, and other
relevant methods, with inputs such as credit spreads and liquidity premiums. Changes in these inputs
may materially affect the fair value of these instruments.

The total fair value of Level 3 investments as at 31%* March 2025 amounts to ¥155,378. Gains or
losses arising from changes in fair value are recognized in the profit and loss account.

The Bank regularly reviews the valuation methodologies and assumptions to ensure consistency and
reliability of fair value measurements.

Market Value Effect on MTM | Effect on MTM
of Investments* | if yields move | if yields move
100 bps +ve 100bps -ve
154,431 (1,813) 1919

*Market value of investments consists of government securities, debentures and bonds.
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)
Schedule 18 — Material accounting policies and notes to accounts (Continued)
7 Notes to accounts (continued)

(i) Payment to Auditors
(USD “000)

Particulars For year ended For period ended

31 March 2025 31 March 2024
Auditors fees and expenses include auditors
remuneration as follows:
- as statutory auditors 70 53
- others - -
- out of pocket expenses 1 -
Total 71 53

Auditor’s remuneration in relation to the statutory audit amounted to USD 71 thousands
(previous year: USD 53 thousands), the fees were payable by the Branch to the auditors, Price
Waterhouse LLP.

() Tax expense

The income tax return for the Branch would be filed at a consolidated level i.e. The Hongkong
and Shanghai Banking Corporation Limited India branches, including the branches regulated by
the Reserve the Bank of India (RBI) as there is a single Permanent Account Number (PAN)
forThe Hongkong and Shanghai Banking Corporation Limited and its branches.

(USD <000)
Particulars For year ended For period ended
31 March 2025 31 March 2024
Current Tax (including tax on FVOCI) 25,240 23,350
Deferred Tax - -
Total 25,240 23,350
Tax reconciliation
(USD “000)
For the year ended 31 For the year ended 31
March 2025 March 2024
USD’000 % USD’000 %
Profit before Tax (including FVOCT) 83,903 53,401
Tax Expense
Taxation at India tax rate (38.22%) (2024: 43.68%) 32,450 38.22 23,326 43.68
Impact of differently taxed profits (8,492) (10.00) (704) (1.32)
Items increasing tax charge
- permanent disallowances 1,282 1.51 728 1.37
Year ended 31 March 25,240 29.73 23,350 43.73

HSBC IBU has split its business into two separate divisions for tax computation purposes: (1)
Banking division [ ‘Offshore Banking Unit (OBU)’]; and (2) Investment division of an OBU having
FPI Category I license [Foreign Portfolio Investment (FPI)]. There are different tax regimes for
both these divisions.
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)

for the year ended 31 March 2025
(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(k) Dues to Micro and Small enterprises

(USD “000)

II.

III .

Iv.

The principal amount and the interest due thereon remaining
unpaid to any supplier as at the end of the accounting year.

The amount of interest paid by the buyer in terms of section 16
of the Micro, Small and Medium Enterprise Development Act,
2006 along with the amounts of the payment made to the supplier
beyond the appointed day during the accounting year.

The amount of interest due and payable for the period of delay
in making payment (which have been paid but beyond the
appointed day during the year) but without adding the interest
specified under Micro, Small and Medium Enterprise
Development Act, 2006.

The amount of interest accrued and remaining unpaid at the end
of the accounting year.

The amount of further interest remaining due and payable even
in the succeeding years, until such date when the interest dues as
above are actually paid to the small enterprise for the purpose of
disallowance as a deductible expenditure under section 23 of the
Micro, Small and Medium Enterprise Act, 2006.

As at As at
31 March 2025 31 March 2024

The above information regarding Micro and Small enterprises has been determined to the extent such
parties have been identified on the basis of information available with the Company. This has been
relied upon by the auditors.

(1) Employee compensation and benefits

Defined benefit plan

Defined benefit plan pertains to the gratuity payable to the employees as per the Payment of Gratuity
Act, 1972. The movement of the total liability is as per the table below.

i) Summary

(USD “000)

As at As at

31 March 2025 31 March 2024

Defined benefit obligation 74 50
Fair value of plan assets 49 -
Net Deficit 25 50
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(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)

for the year ended 31 March 2025
(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(1) Employee compensation and benefits (continued)

ii) Changes in present value of defined benefit obligations

(USD “000)
For the year ended For the year ended
31 March 2025 31 March 2024
Opening balance 50 5
Current service cost 3 42
Interest cost 3 3
Actuarial loss recognised during the year 18 -
Closing Balance 74 50
iii) Changes in the fair value of plan assets
(USD “000)
For the year ended For the year ended

Opening balance
Contributions by the bank

Closing Balance

31 March 2025

49

49

31 March 2024

iv) Total expense recognised in the profit and loss account in schedule 16 (I)

(USD “000)

For the year ended For the year ended

31 March 2025 31 March 2024

Current service cost 3 42
Interest cost 3 3
Charge / (release) 6 45
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Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency: US Dollars)
Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(] Employee compensation and benefits (continued)

v) Key assumptions

(USD ‘000)
For the year ended For the year ended 31
31 March 2025 March 2024
Salary Escalation # 7.00% 7.00%
Discount rate 6.80% 7.20%
Expected rate of return on plan assets 7.50% 7.50%
Attrition rate 2%-15% 2%-15%

# the estimates of future salary increases, considered in actuarial valuation, take into consideration inflation, seniority,
promotion, bipartite settlements and other relevant factors such as supply and demand in the employment market.

vi) Experience adjustments
(USD “000)
For the year ended 31 March

2025 2024
Defined benefit obligation 74 50
Fair value of plan assets 49 -
Net deficit (25) (50)
Experience loss on plan liabilities 15 -
Experience gain/ (loss) on plan assets

vi) Defined contribution plan

The branch has recognised an amount of USD 24 thousands as an expense for the defined
contribution plan of provident fund (previous year: USD 14 thousands).
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The Hongkong and Shanghai Banking Corporation Limited — GIFT City Branch
(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)

for the year ended 31 March 2025
(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(m)  Leases

The Branch has taken one office premises on lease. Lease contracts are typically entered into for a
fixed period with termination and extension options. These are used to maximize operational
flexibility in term of managing the premises used by the Branch. The lease agreements are generally
non-cancellable for an initial lock in period and are renewable/cancellable thereafter by mutual

consent and on mutually agreeable terms.

Information about leases for which the Branch is a lessee is presented below:

(USD “000)

Particulars

Right of use assets
Opening Balance

Less: Leases Terminated

Closing Balance

Lease liabilities
Current

Non current

Total lease liabilities
Closing Balance

Due within a year

Due between 1 and 2 years
Due between 2 and 5 years
Total

Future interest payable
Lease liabilities

Amortisation of ROU assets
Interest on lease liabilities

I) Amounts recognized in balance sheet

Additions to RoU assets for the year/period

Less: Amortisation of RoU assets for the year/period

Maturity of contractual lease liabilities

II) Amounts recognized in profit and loss account

As at

31 March 2025

23
560
18)
(126)

:

122
365

108
108
216
432

55

126
33

As at
31 March 2024

[N
(O8]

o

w |~ o

—_
co

N oo
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(Incorporated in Hong Kong SAR with limited liability)

Schedules forming part of the Financial Statements (Continued)
for the year ended 31 March 2025

(Currency:

US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(n)

Related party transactions

The related parties of the Bank are broadly classified as follows:
a) Parent

The Hongkong and Shanghai Banking Corporation Limited, Hong Kong (HBAP) is the Head office
of the Bank and HSBC Holdings plc is the ultimate holding company of the Bank.

b) Branch Offices

Branch offices comprise all branches of The Hongkong and Shanghai Banking Corporation Limited
outside India and The Hongkong and Shanghai Banking Corporation Limited, India Branches.

c¢) Fellow subsidiaries

Fellow subsidiaries comprise companies, which have a common ultimate holding company, HSBC
Holdings plc. These are as follows:

HSBC Holdings plc.

HUSI North America

HSBC Global Services (UK) Limited

HSBC Bank USA N.A.

HSBC Electronic Data Processing India Private Limited

d) Key management personnel

The Branch head (Ashish kumar Tripathi) and the Deputy Branch head (Anand Sahu) are considered
the Key Management Personnel (KMP) of the Branch.

The transactions of the Bank with related parties are detailed below

(USD “000)
For the year ended 31 March 2025 For the period ended 31 March 2024

Nature Transactions Amount outstanding Transactions Amount outstanding
Parent
Capital Infusion - 20,500 - 20,500
Borrowings 23,635,454 9,834,793 13,786,801 6,181,211
Interest Expense 351,409 63,316 243,492 36,259
Bank Charges 6570 0 - -
Services received 231 - 13 12
Branch Offices
Expense reimbursement
-Employee benefit expense 611 0 434 -
Fee payable 13,696 817 4,901 3,080
Other Payable 4,368,956 1,217 256,010 208,427
Fellow Subsidiaries
Support Services 56 - 159 %)

The transactions with KMP are remuneration paid (current year: USD 170 thousands, previous year:
USD 145 thousands).
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Schedules forming part of the Financial Statements (Continued)
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(Currency: US Dollars)
Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (Continued)

(o) Disclosure under Rule 11(e) of the Companies (Audit & Auditors) Rules, 2014

The Branch, as part of its normal banking business offers loans including commitments, derivatives on
such loans. These transactions are part of the Branch’s normal banking business and are undertaken in
accordance with the guidelines prescribed by the International Financial Services Centres Authority
(“IFSCA”) Banking Regulations, 2020, as amended.

To the best of knowledge and belief of the management, other than the transactions described above,
no funds have been advanced or loaned or invested (either from borrowed funds or any other sources
or kind of funds) by the Branch to or in any other persons or entities, including foreign entities
(“Intermediaries”) with the understanding, whether recorded in writing or otherwise, that the
Intermediary shall lend or invest in other persons or entities identified by or on behalf of the Branch
(Ultimate Beneficiaries) or provide any guarantee, security or like on behalf of the Ultimate
Beneficiaries.

To the best of knowledge and belief of the management, the Branch has also not received any fund
from any persons or entities, including foreign entities (‘Funding Party’) with the understanding,
whether recorded in writing or otherwise, that the Branch shall whether, directly or indirectly lend or
invest in other persons or entities identified in any manner whatsoever by or on behalf of the Funding
Party (“Ultimate Beneficiaries) or provide any guarantee, security or the like on behalf of the Ultimate
Beneficiaries.

(p) Maintenance of Books of Accounts

As required by the Branch under MCA notification dated 5 August 2022, and the Companies (Accounts)
Fourth Amendment Rules, 2022, to maintain backups of books of account on servers physically located
in India on a daily basis, the Branch has maintained periodic back-ups of information on certain
applications and other relevant books and papers maintained in electronic mode on servers physically
located in India. From 30 June 2023, the Bank has put a system in place to take daily back-ups on servers
in India to comply with the requirement of the relevant Rules.

The backups are taken on server in India upon completion of daily system batch. No batch run happens
on days marked as holiday in the system. Accordingly, backups for transactions on holiday is taken on
next working day when there is a batch run.

Further, as per the definition of MCA, the Company has identified applications which meet the definition
of books of accounts. All these applications have a feature of recording audit trail (edit log) facility. This
has operated throughout the year for all transactions recorded in these applications.

At a database level the audit trail does not contain the pre-modified values i.e old value and new value
of the changes made to the masters/transactions. Access to inscope databases is controlled via privilege
access management tool — “Total Privilege Access Management Tool” (TPAM) and access is granted
on need basis only which is controlled through the access management process of the Branch. All
activities performed on databases are recorded through privilege session monitoring via IBM Guardium.

In addition, while the backend update in this database is not frequent, the Guardium logs capture the
details around user who got the access, the query executed by the user and date of execution.

Based on the factors above, the Branch has established and maintained an adequate internal control
framework and based on its assessment, believes that there is no impact of this on the financial statements
as on 31 March 2025.
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Schedules forming part of the Financial Statements (Continued)
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(Currency: US Dollars)

Schedule 18 — Material accounting policies and notes to accounts (Continued)

7 Notes to accounts (continued)

(q) Events after the reporting period

There were no material events subsequent to 31 March 2025 and up until the adoption of the financial
statements by the Governance Committee, unless otherwise disclosed in these financial statements.

For Price Waterhouse LLP

Chartered Accountants

For The Hongkong and Shanghai Banking
Corporation Limited - GIFT City Branch

Firm Registration Number : 301112E/E300264

SHARAD SHARAD SEVAMSUNDER
SHYAMSUNDER Acamwa

Date: 2025.09.27 20:43:23

AGARWAL +05'30"

Sharad Agarwal

Partner

Membership No: 118522
Mumbai
27 September 2025

TRIPATHI Do
ASHISHKU M ASHISHKUMAR
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Ashishkumar Tripathi
Branch Head
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