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SOCIETE
GENERALE Page | 2



DocuSign Envelope ID: 6A0FBB43-04DA-4955-9BEC-8819DED4724B

Société Générale International Limited (Registered number: 05407520)

STRATEGIC REPORT

The Directors of Société Générale International Limited (SGIL or ‘the Company’) present their Strategic Report
for the year ended 31 December 2021.

1. BUSINESS MODEL

SGIL is part of Société Générale’s global coverage platform for Execution, Clearing, Settlement, and Reporting
services and provides these services across a broad range of asset classes such as equities, fixed income, foreign
exchange, and commodity traded products as a member of exchanges and central counterparty clearing venues
covering both listed and Over the Counter (OTC) markets around the world.

The Company also provides customers with value added services, including a Prime Brokerage offering, electronic
platforms for trading and order routing, cross margining, the centralised reporting of customer portfolios and
Cross-Asset Secured Financing.

As a Limited Activity Firm (LAF), SGIL will therefore:

e Not deal with, or for, Retail Customers (as defined by the 2004/39/EC Directive on markets in financial
instruments);

e  Not take proprietary speculative positions (as defined by IFPRU 1.1.5 R);

Not undertake any securitisation activities or invest in any securitisation assets;

Not arrange or carry out contracts of insurance;

Not undertake any insurance underwriting activities;

Not engage in jurisdictions or business relationships presenting an unacceptable level of risk, as defined by
the Compliance, Financial Crime Unit and Risk guidelines from SGIL risk management policies;

e  Ensure that all employees have the right level of knowledge and understanding of SGIL’s cultural values and
principles and that proper operational processes and controls are in place to mitigate the risk of fraud and regulatory
breaches;

e  Protect the data of its customers;

e  Ensure that conduct risk policies and training are in place to ensure that conflicts of interests are avoided and
that customers are treated fairly; and,

e  Continually monitor the risk profile of the Company to ensure adherence to its risk appetite, as documented
in the ‘SGIL Risk Appetite Statement’.

The Company’s ultimate parent company is Société Générale (SG SA) which is incorporated in France. Copies of
the Group accounts of SG SA are available from the registered office at 29, Boulevard Haussmann, 75009 Paris,
France.

2. BUSINESS AND STRATEGY UPDATE

During the year under review, the Company made a profit after tax of £111.2m (2020 profit: £79.6m). Total
shareholders' funds for the year ended 31 December 2021 were £1,480.7m (2020: £1,458.9m). The increase in
profit was a result of several factors mostly related to a decrease in liquidity costs as well as a strong level of client
activities following a highly volatile energy market.

2.1. Strategy update

As part of the effort of the Group to simplify its operating model and further develop its Prime Services & Clearing
business, SG SA and SGIL management are considering the centralisation of the booking of SGIL’s clients into
SG SA pending the approval of relevant regulators. Client facing teams along with all associated operations, IT
and all support functions would remain in London but would be transferred to the London Branch of Société
Générale, minimizing the disruption to clients. Once these transfers are complete, this will result in the winding
up of the Company.

SG SA believes that this centralisation of the client legal entity booking model in line with the continued
transformation of the platform will allow it to provide an enhanced service offering to its clients with additional
opportunities to deepen existing client relationships allowing for cross-selling new and existing SG SA products
to existing SGIL clients.
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2.2. 2021 achievements

Transfer of non-core OTC bilateral activities

Initiated in 2020, SGIL continued with the transfer of all non-core OTC bilateral activities out of SGIL namely,
FX Prime Brokerage, Dynamic Portfolio Swaps (DPS) and uncleared OTCs to SG SA in 2021.

The transfer of SGIL’s market facing FX activity to SG SA was completed in Q1 2021 while the transfer of the
OTC client relationships is on-going with the expectation to be completed in H1 2022. Further to the transfer of
this OTC activity, it will allow SGIL to deregister as a Swap Dealer with the US Commodity Futures Trading
Commission (CFTC) in 2022.

IT transformation

As part of the continued transformation of the global Prime Services and Clearing platform, in partnership with
other entities and regions, SGIL continues with its ambitious global IT transformation programme. SGIL has
invested significantly in the redesign of its infrastructure, leveraging new technologies such as cloud-based
solutions and developing new service offerings. This transformation will not only materially upgrade our IT
infrastructure, it also allows for significant cost savings for the platform, reducing the cost base and improving
overall profitability for the Company.

The majority of projects achieved the milestones set for 2021 and are on-track to meet their delivery schedules
over the next 2-5 years.

Client offering

In respect of new markets and market connectivity, in support of SG SA’s strategy, SGIL continues to invest in
market connectivity and added a value execution service to protect its execution revenues as well as expanding
and consolidating its access to new markets and/or segments as appropriate.

Notwithstanding the strategy update described above, SGIL continues its focus on increasing its revenues from
its core activities, while continuing to adapt and realign its platform in order to improve the client offering and
control its costs.

3. BREXIT

Following the transfer of European Economic Arena (EEA) customer activity to SG SA in 2020, no additional
significant impact related to Brexit has materialised during 2021. From a CCP recognition perspective, UK CCP’s
are covered by the temporary recognition of UK CCPs as third country CCPs under EMIR valid until June 2025,
as announced by the European Commission on 8 February 2022. Any future change in this recognition would have
an impact on the service offering to clients from SG SA which will be assessed in advance of any changes.

4. SUBSEQUENT EVENTS

Russia-Ukraine war:

Following Russia’s invasion of Ukraine, a significant number of sanctions were implemented in UK and other
countries leading to a freeze of assets for targeted companies and individuals. Furthermore, volatility in global
financial markets has soared to unprecedented levels especially in the energy, metal, and agricultural commodities.
As of the date of approval of these accounts, SGIL has no exposure to Russia and Russian clients, and no material
losses arising from exposures to other organisations affected by these events. The circumstances surrounding these
events are evolving and the full extent of how these conditions will impact the Company are not yet known.
However, SGIL management has taken an active role to limit the impact of the market dislocation on the
Company’s scarce resources and risk profile through proactive client activity monitoring, in addition to actions in
line with government recommendations.

Dividend payments:
Subsequent to year end 2021, Altura Markets S.V. have paid SGIL a dividend of €36.2m, with a corresponding
reduction in the fair value of the investment.

In respect of the 2021 financial year, the Board have recommended the payment of a final dividend on the ordinary
shares of £141.3m (2020: £79.6m).
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5. KEY PERFORMANCE INDICATORS

The Directors of the Company use a number of different measures to monitor the ongoing performance of the
Company. Among them, the Directors assess the following Key Performance Indicators (KPI) in monitoring the
performance of the Company.

Criteria
2021 2020
£°000 £°000
Gross profit 226,318 205,254
Profit before tax 137,141 97,831
Cost/income ratio (Operating Expenses / Net Banking Income) 42% 49%
Capital ratio 40.6% 37.4%
CET! ratio 36.6% 31.5%

The movement in the KPIs reflects the ongoing implementation of the business strategy and activities as described
above.

No non-financial KPIs have been presented, as none are necessary for an understanding of the development,
performance or position of the Company’s business.

6. STATEMENT BY THE DIRECTORS IN PERFORMANCE OF THEIR STATUTORY
DUTIES IN ACCORDANCE WITH S172(1) COMPANIES ACT 2006

Under section 172(1) of the Companies Act 2006, the Directors are required to engage with a broad range of
stakeholders when performing their duty to promote the success of the Company.

The Board of Directors of SGIL consider that they have fulfilled and performed their duties under section 172 (1),
by acting in the way they believe, in good faith, would be mostly likely to promote the success and sustainability
of the Company for the benefits of the members as a whole, and in doing so have regard, amongst other matters,
to:

The likely consequences of any decision in the long term;

The interests of the Company's employees;

The need to foster the Company's business relationships with suppliers, customers and others;

The impact of the Company's operations on the community and the environment; and,

The desirability of the Company maintaining a reputation for high standards of business conduct.

6.1. Stakeholder engagement

SG SA’s corporate purpose is ‘Building together, with our clients, a better and sustainable future through
responsible and innovative financial solutions’. Guided by this purpose, the Company promotes respectful,
responsible and sustainable relationships with all its stakeholders and the wider community it operates within, in
line with SG’s vision and values.

Clients

One of the three key priorities of SG SA’s 2025 strategy is customer-centricity. The ongoing objective is to partner
and assist SGIL clients in order to provide the right service at the right time, acting at all times in the best interest
of the client, while securing and protecting client interests, assets and data. The Directors receive regular business
updates from relevant business heads and senior SGIL executive management with insights on clients’ issues and
needs. Client focus is at the forefront of SGIL’s priorities and is monitored and overseen through various internal
governance committees and numerous qualitative and quantitative metrics communicated regularly by support
functions and client facing teams to ensure that all client related matters are duly addressed by SGIL management.
During 2021 the Board reviewed the plans for the potential further transfer of business to SG SA, as described in
Section 2, to ensure they were designed to minimise any disruption to clients. As such, the Directors ensure that
the best interest of SGIL clients are factored into SGIL’s strategic decisions.
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Employees

SGIL management engages with employees through regular communication and feedback sessions; through a
structured evaluation and appraisal process; and through regular employee surveys, which assist management in
ensuring it is closely informed and keeping up to date on levels of morale and engagement, in order to understand
which policies and practices employees value and what changes they would like to see implemented within the
Company. Survey results allow SGIL management to identify and understand the success of various initiatives as
well as also providing clarity on areas for improvement to increase the commitment to and success of the Company.
Management provides the Board with regular updates on this activity.

A top priority and a key area of focus for 2021 was the mental and physical wellbeing of SGIL employees
following the work from home policy largely implemented due to the Covid-19 pandemic. This continues to be a
focus in 2021, with specific measures related to mental well-being have been reinforced such as the Employee
Assistance Programme (EAP) as well as the roll-out of the Unmind technology application. With the
unprecedented level of flexible working which was adopted to assist employees in managing work and
family/personal priorities over the course of the pandemic, the Company has given equal consideration to a staged
return to office, retaining flexibility to work from home, in line with the needs of the business. Clients feedback
received from SGIL employees indicates a high level of satisfaction in this area. Further engagement through the
Life@Work survey over the course of the coming quarter will provide the Company with an opportunity for
additional employee engagement in this area.

Directors further review a suite of KPIs which act as indirect employee engagement metrics. These indicators
provide an overview of the impact of SGIL’s environment and incentives on the staff, and include staff evaluation
mechanisms from online sites, such as Glass Door. These KPIs form part of the wider Conduct & Culture
Dashboard which was developed in 2021 and presented to the Board in Q4. It will be presented on a half-yearly
basis in future.

Suppliers

SG SA seeks to build long-term and fair relationships with its suppliers based on trust and transparency. As such,
since 2007 SG SA has received a number of recognitions’ and awards related to its sustainable and responsible
sourcing. SG SA standards are applied to its subsidiaries and, as such, SGIL follows the same approach. For
outsourced services to third parties, on-going assessments are performed via a dedicated SGIL Service
Management Committee ensuring that outsourcing arrangements are within SGIL risk appetite set by the SGIL
Board of Directors and in line with the Financial Conduct Authority (FCA) Outsourcing rule book. For material
and/or strategic outsourcing SGIL executive management present such decisions to the Board Risk Committee for
review as appropriate.

Regulators

It is within the Company’s culture to promote high standards of conduct within the Company and with all external
parties. In particular, as Directors of the Company, safety, soundness and adherence to all relevant aspects of
regulation is key to the business model. Directors and relevant staff maintain awareness of this through
engagement with regulators, industry bodies and specialist advisors. This engagement is maintained through
regulatory seminars, online forums and round table events. Additionally, SGIL maintains open, honest and
transparent dialogue with its regulators and meets with its supervisors on a regular basis to keep them abreast of
ongoing developments within the business, whether these developments are of a regulatory nature or otherwise,
provide relevant market updates and discuss business strategy. In 2021, the key areas of engagement with the FCA
were related to the SGIL long-term strategy, Investment Firms Prudential Regime (IFPR), IBOR Transition,
Technology and Cyber Resilience and the impacts of Covid-19. Collectively, this has allowed the Board to
maintain oversight of increasing regulatory requirements and ensure the business operates to the standard required.

Further, in line with the Company’s commitment to maintaining its reputation for high standards of business
conduct for all employees and external parties, a firm wide Risk Culture program was completed in 2020. The
objective of this program was to (i) improve the performance of the Company and individuals, (ii) further align
SGIL behaviours to its regulatory responsibilities, (iii) better embed risk culture, and finally (iv) understand how
individuals engage with it. The positive outcome of this program has been observed through proactive
identification, understanding, escalation and mitigation of potential risks. Additionally, the Board Risk Committee
(BRC) receives a quarterly presentation of examples of risk culture awareness, appetite use and outcome effects.

 https://www.societegenerale.com/en/responsability/sourcing-and-suppliers/our-commitments/our-approach-

responsible-sourcing/key-dates
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Furthermore, the Directors and senior managers maintain a high level of awareness of the regulatory framework
via dedicated trainings, dedicated sessions with employees with strong regulatory expertise, and accessing thanks
to their networks. It therefore allows the Directors to ensure that the Company discharges its regulatory obligations
appropriately.

SG Group

SGIL is wholly owned by SG SA. One of the non-Executive Directors of the Company’s Board is the Co-Global
Head of Markets of SG Group and as such provides insights on the corporate and investment banking division
business strategy and its impact where relevant on SGIL. The Group’s view is further reinforced with the input of
the SG UK Country Head as a Non-Executive Director of the SGIL Board of Directors.

Further to the above, SGIL’s governance framework and matrix management provides for key functional links
between the Company and Group, with senior management having Group functional reporting lines and attending
Group committees relevant to their perimeter allowing the Company to have the relevant influence and
representation at Group level.

6.2. Environmental, Social and Governance (ESG)

In line with SG SA, SGIL is committed to a fair, environmental and socially inclusive transformation based on the
following principles, which are aligned with the core themes of the Group’s Corporate Social Responsibility (CSR)
policy:

Climate change

SGIL’s new office at One Bank Street is one of the most environmentally friendly buildings in the city and Canary
Wharf with an outstanding BREEAM rating, providing our employees with a unique working environment &
experience. Furthermore, Environmental and Social (ES) risk management across all front-office functions has
been written into the SG Code of Conduct to ensure the upmost engagements from stakeholders.

SG is also running a number of waste roadshows in the UK where Staff can learn about different waste disposal
streams available as well as how Staff can help SG to meet is environmental targets, and make positive changes
to their own habits to reduce waste and consumption.

In support of the wider Group’s commitment to the Principles of Responsible Banking, SGIL aligns itself with
Group policies and climate related voluntary commitments where relevant and material, including those linked to
the UN Sustainable Development Goals, such as the Sustainable IT Charter, which helps to reduce digital waste
and promotes digital inclusion.

For example, SG SA has committed to end funding the coal sectors in the EU and OECD nations by 2030, and the
rest of the world by 2040, and announced plans in 2020 to reduce its oil and gas exposure by 10% between 2020
and 2025, while stopping the financing of onshore oil and gas extraction in the United States. In line with these
plans, SGIL is reviewing its own client base ensuring it supports the Groups ESG efforts in supporting carbon
neutrality by 2050.

Responsible Employer

Aligned with SG SA, SGIL is committed to being a responsible employer. and continues to develop a culture of
responsibility amongst its staff with management championing the following initiatives to foster this:

° Developing skills that employees need to meet the ongoing transformation of the financial services landscape
such as digital transition. This has been supported by the development of staff capability through mandatory
training and a continued focus on the People & Talent Development (PTD) offering, providing employees with
access to a wide variety of professional and personal development opportunities, reinforced in 2021 with further
participation in the Apprenticeship Levy scheme. SGIL has also been involved in the SG SPARK programme for
high performing individuals at vice president level, supporting the career aspirations of staff and ultimately internal
mobility and talent retention;
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e  Developing aresponsible and positive culture based on the common values of the Group’s Leadership Model
and Code of Conduct, which supports the annual appraisal process, with objectives being set against the SG Values
ensuring that there is a balance between what is achieved and how it is achieved. SGIL continues its focus on
developing and enhancing its Speak Up culture with management training, supporting the continued development
of an environment which promotes psychological safety, and in turn staff’s confidence in the principles and
practice of Speak Up. In turn this provides an enhancement in risk culture alongside the Company’s
whistleblowing framework;

° In line with the above, SGIL fosters employee commitment and team spirit by recognising each individual’s
contribution to the Company’s long-term performance through fair and appropriate remuneration processes which
promote responsible and sustainable business practices and positive culture and conduct;

° Continued focus on diversity aligning itself with SG SA’s desire to recognise and promote all talent through
its Diversity and Inclusion policy, ensuring an inclusive organisation in all Human Resources (HR) processes,
prohibiting all forms of discrimination and in turn supporting all forms of workforce diversity. SG is also a
signatory of the HM Treasury’s Women in Finance Charter and works to ensure the delivery of the Charter’s
targets and embracing its spirit in every-day actions across SG’s footprint in the UK. SG’s target to see the
representation of women in senior roles increase to 25% across the UK platform has already been achieved, and
has been extended to 30% by 2025. SGIL is committed to supporting this target. Additionally, SG supports
diversity and inclusion in the UK through the employee networks and their initiatives, which include Be Me, Pride
& Allies, and the Gender Network. SG in the UK has also recently becoming a signatory of the Race at Work
Charter, designed to improve outcomes for ethnic minority employees in the UK by increasing opportunities in
the workplace. Further commentary on Board Composition in relation to diversity can be found in Section 5.2 of
the Directors Report; and,

° Supporting a considered return to office policy following the COVID pandemic, with the launch of the
Life@Work initiative. The initiative ensures the health, safety and well-being of the Company’s staff is balanced
against the needs of the Company, its stakeholders, including its clients, and the need to manage risk in all its
forms.

Ethics & Governance

SGIL management is committed to observe the highest standards of ethics and integrity in line with the SG Values
and Code of Conduct, which ultimately align themselves to the Company’s legal and regulatory obligations,
including the FCA’s Codes of Conduct and Principles for Business.

As part of its wider systems and controls, the Company has appropriate policies related to AML CTF, Market
Abuse and Anti-Bribery and Corruption (ABC) including Gifts and Entertainment etc, and aligns itself with the
SG SA Code of Conduct, Tax Code of Conduct, Anti-Corruption and Anti-Bribery code. Staff are subject to
awareness and training initiatives to ensure they adhere to these policies when undertaking their day to day role,
with major and minor breaches to such polices being monitored and subject to an agreed breach management
framework. This framework is aligned with SGIL’s broader governance arrangements ensuring the escalation of
issues, and the management/resolution of material incidents. The Company continues to enhance its Operational
Conduct Risk (OCR) and Culture and Conduct (C&C) dashboard, with KRIs monitored and reported to the
Executive Committee and the Board at an appropriate frequency.

SGIL also adopts and adheres to Group policies on data privacy and ensures its practices as a Data Controller are
in line with UK requirements set out in the Data Protection Act, supported by the UK Data Protection Officer.
Enhancements in the Employee Data Protection Policy were made over the course of 2021 as part of an annual
review and in response to changes in laws and regulation.

Further information on the Company’s governance arrangements are provided in Section 10.1 and Section 5 of
the Directors Report.

Social

SGIL in the UK is also committed to having a positive impact on society. SGIL aligns itself and its initiatives with
SG SA’s CSR policy. As well supporting social good through being a responsible employer with sound ethics and
governance as outlined above. SG in the UK has a number of CSR initiatives and partnerships with a particular
focus on raising educational attainment and boosting the employment prospects of those in disadvantaged
communities close to our offices, to which SGIL is closely aligned, these include:
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e Young Influencers Programme: which supports students to learn new skills which will help them build a
successful career in the financial services sector, and understand the positive social impact potential of banking
and financial services;

e  Supporting our charity partner Shelter, through various fundraising and CSR and volunteering initiatives,
which includes voluntary donations from employee bonuses;

e Various CSR activities arranged through SG’s partnership with the East London Business Alliance (ELBA),
which draw on the combined skills, experience and expertise of the Company’s employees to support local
organisations and young people in education.

The schemes set out above are a selection of the different CSR activities we support, which include a broad group
of charities and community organisations and, in turn, beneficiaries that include school and university students,
young people, adult learners, and those seeking work etc. We also help to capacity-build small charities and social
enterprises to enable and empower them to expand their reach, capability and impact.

6.3. Streamlined energy and carbon reporting

Following the amendment to The Large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008, the Company is reporting its Greenhouse Gas Emissions (GHG emissions) and Energy usage.

The Company has followed the HM Government’s Environmental Reporting Guidelines published in March 2019
in disclosing this information.

The scope includes the Gas (Scope 1) and the Electricity (Scope 2) consumed in operating the building. Fuel is
excluded from the scope due to the usage being negligible. The disclosure excludes the BCP sites as it is believed

that the consumption is limited.

The table below summarises the GHG emissions and Energy usage:

2021 2020
Energy Emissions Energy Emissions
(kWh) (tCO2e) (kWh) (tCO2e)
Emissions from combustion of gas (Scope 1 — tonnes 96,626 17.7 108,270 199
of COze)
Emissions from electricity purchased for own use,
including for the purposes of transport (Scope 2 — 348,087 ) 225796 Lk
tonnes of COze)
Total gross CO:ze based on above 444,713 17.7 334,066 19.9
Intensity ratios: Emissions per £m revenue (defined as gross profit):
Emissions from combustions of gas (Scope 1): 0.08 tonnes/£m (2020: 0.10 tonnes/£m)
Emissions from electricity for own use (Scope 2): - tonnes/£m (2020: 0.00 tonnes/£m)*

*As part of the continued process on enhancing reporting on energy and emissions, we confirmed all electricity
purchased at our office at One Bank Street is from 100% renewable sources and contribute zero CO2 emissions
for both 2020 and 2021. We have updated 2020 comparative figures accordingly to reflect this.

The Company has continued to benefit from its move to the new office at One Bank Street in 2019, which has
been designed to be one of the most environmentally friendly buildings in the City and Canary Wharf, with an
Outstanding BREEAM rating to recognise this.

From the beginning of 2020 and throughout 2021, Covid-19 led to the implementation of the work from home
policy and subsequently a drastic reduction of travel to the office, in turn reducing CO2 emissions. For 2021 staff
have fully adopted the work from home policy, remaining flexible whilst gradually returning to work in the office.
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7. REGULATORY ENVIRONMENT

SGIL is a UK based MiFID Investment Firm and a Limited Activity Firm (LAF) authorised and regulated by the
FCA.

Until 31 December 2021, SGIL was designated as a significant IFPRU Firm under the FCA’s Prudential
Sourcebook for Investment Firms (IFPRU) and a BIPRU firm under the FCA’s Prudential sourcebook for Banks,
Building Societies and Investment Firms (BIPRU). SGIL was also designated as a standard ILAS (Individual
Liquidity Adequacy Standards) BIPRU Firm. Since 1 January 2022, FCA introduced a new prudential regime for
MiFID investment firms of IFPR with the aim to streamline and simplify the prudential requirements for FCA
investment firms. Under IFPR, SGIL is designated as a large non-SNI (Small and non-interconnected FCA
investment firm) and a significant SYSC firm and subject to the Prudential Sourcebook for MiFID Investment
Firms (MIFIDPRU). Under the new regime, ICAAP and ILAA will be replaced with the Internal Capital and Risk
Assessment (ICARA), which is used to assess the risk of harm to clients, markets and the firm, ensuring relevant
mitigants are in place. SGIL intends to submit the first [ICARA Report to the FCA by the end of June 2022.

SGIL is classified under the FCA Client Assets Sourcebook (CASS) as a CASS Large Firm due to the amount of
client money held being greater than £1 billion.

SGIL is a registered Swap Dealer regulated by the CFTC and, as such, the Company is permitted to conduct
execution business for US customers in relation OTC derivatives, however it should be noted that it may not clear
these contracts, as it is not regulated as a Futures Commission Merchant (FCM).

SGIL is fully owned subsidiary of SG SA, a global systemically important bank (G-SIB), incorporated in France.

8. PRINCIPAL RISKS AND UNCERTAINTIES

The Company faces a number of key risks as part of its normal day to day business. The principal risks and
uncertainties faced by the Company are defined below. For more details refer to Section 9, namely Overview of
Risk Management.

8.1. Operational Risk

SGIL has adopted the Basel II definition of operational risk being the risk of loss resulting from inadequate or
failed internal processes, people and systems or from external events. The SGIL definition of operational risk is
further extended to include regulatory, fraud, conduct and reputational risk as the causes of these are most often
as a result of an operational risk event or control failure.

The nature of SGIL’s business exposes it to a diverse range of operational risks. These may lead to operational
errors, incidents, loss events as well as events which do not generate financial losses but could potentially cause
regulatory breaches and/or reputational damage.

8.2. Liquidity and Funding Risk
Liquidity risk is defined as SGIL’s inability to meet its financial obligations at a reasonable cost. SGIL assesses

this risk over various time horizons via stress tests including intraday liquidity risk.

Funding risk is defined as risk that SGIL will not be able to finance the development of its businesses at a scale
consistent with its commercial goals and at a competitive cost compared to its competitors.

8.3. Business and Strategic Risk
Business Risk is defined as revenue risk related to worsening economic conditions (in addition to the already

identified impact of other risks).

Strategic Risk is defined as the risks inherent in the choice of a given business strategy or resulting from SGIL’s
inability to execute its strategy.

8.4. Credit Risk

Credit Risk (including concentration and settlement risk) is defined as the risk of losses arising from the inability
of SGIL’s customers, issuers or other counterparties to meet their financial commitments. Credit risk includes
counterparty risk linked to market transactions and securitisation activities. In addition, credit risk may be further
amplified by counterparty, country and sector concentration risk.
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8.5. Market Risk

Market Risk is the risk of a loss of value on financial instruments arising from changes in market parameters, the
volatility of these parameters and correlations between them. These parameters include but are not limited to
exchange rates, interest rates, and the price of securities (equity, bonds), commodities, derivatives and other assets.

The management of risk is discussed in the following section. Further discussion of liquidity risk, credit risk, and
market risk can also be found at Note 19 to the Financial Statements.

8.6. Climate Change Risk

SGIL considers that risks associated with climate change (transition and physical risks) do not represent a new
risk category, but rather an aggravating factor for the types of risks already managed through the risk
management framework of the firm. As a result, the integration of climate-related risks relies on existing
governance and processes and follows a classical approach (identification, quantification, risk appetite setting,
control and mitigation):

e  For credit risk, Société Générale including SGIL has made progress integrating into its standard credit risk
assessment framework the evaluation and control of transition risks (on large corporates of sensitive sectors) and
is working on furthering its understanding of physical risks;

e For compliance and reputational risks, Société¢ Générale including SGIL has developed and maintained an
Environmental and Social (E&S) risk management framework with cross-sectoral and sector-specific E&S
policies (identification lists, exclusion lists, evaluation procedures for clients and issuers, dialogue with civil
society).

SGIL risks related to Climate Change are defined as either physical or transition-related:

e  Physical risk refers to the financial impact of a changing climate, including more frequent extreme weather
events and gradual changes in climate. Physical risk is therefore categorised as ‘acute’ when it arises from extreme
events, such as droughts, floods, and storms, and ‘chronic’ when it arises from progressive shifts, such as
increasing temperatures, sea-level rises and water stress;

e Transition risk refers to an institution’s financial loss that can result, directly or indirectly, from the process
of adjustment towards a lower-carbon and more environmentally sustainable economy. Transitioning to a low-
carbon economy may entail extensive policy, legal, technology and market changes to address mitigation and
adaptation requirements related to climate change.

8.7. LIBOR (London Interbank Offered Rate) transition

The interest rate benchmark London Interbank Offered Rate (LIBOR) ceased at the end of 2021, with the transition
from LIBOR to Risk-Free Rates (RFR) being a mandatory market event.

As a result, this required the transitioning of a number of financial instruments held by SGIL to new benchmarks.
In prior year the Company adopted Phase 1 amendments, and in the current year adopted with Phase 2 amendments
which are applicable and required for annual reporting. The Company successfully transitioned in 2021 and
mitigated any risk identified that arose from the transition as part of the implemented Risk Free Reference Working
Group (RFRWG) programme, refer to Note 1 and 19 for further details on Phase 2 adoption and transition.

8.8. COVID-19

The World Health Organization (WHO) declared in March 2020 the outbreak of a novel coronavirus (COVID-19)
as a global pandemic, resulting in unprecedent restrictions on population movements around the world. Those
measures led to the disruption of the global economy and as a consequence the financial markets were impacted
with significant market volatility and a material market dislocation in 2020.

Following preventative actions taken by the management in 2020, the risk has been mitigated with limited impact
on financial positions, operational resilience and therefore the going concern of the Company. The successful
delivery of a virtual working setup allows the onshore as well as the offshore staff to operate in a like-for-like
working environment. The flexible return-to-office policy was successfully rolled out in Q2 2021 allowing staff
to work in a hybrid model.
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As aresult, SGIL management is confident in the going concern of the Company, with COVID-19 having limited
impacts on SGIL 2021 financial performance. Whilst we expect the Covid-19 to last well into 2022, SGIL has
continued to operate efficiently in its environment.

9. OVERVIEW OF RISK MANAGEMENT

Risk management is a fundamental management and control function and is vital for upholding the Company’s
reputation, performance and future success. It is therefore of critical importance to the Company’s stakeholders
that risk management processes are fit for purpose and subject to regular review and enhancement.

The standards of risk management of the Company are set out in the SGIL Risk Management Framework (RMF)
that has been designed to ensure that risk is appropriately considered within all business decision making in the
achievement of business objectives and strategy. The SGIL Risk Management Framework comprises the following

components:
@ SGIL Background )

(including Inherent/Residual Risk)

e Enterprise Risk Management is integrated
into SGIL’s strategic plan through the
process of setting strategy and business
objectives.

e SGIL Strategy takes into consideration the
measures, actions and direction necessary
for SGIL to achieve its business objectives
and ambitions

& J

B

Risk Monitoring ) Q SGIL Governance & Organisation

& Reporting (including Risk Culture)

*  Monitoring key Ml informs stakeholders of e SGIL has established a robust corporate
how SGILU’s risk profile is evolving over governance structure as part of an overall
time. framework to enable the effective

management of risks within  the

organisation.

\

«  Communication is the continual, iterative

SGIL

process of providing, sharing, and Risk

obtaining information, ~which  flows Management « The governance structure has various

throughout the Company. 9 committees to review risks, various
Framework

policies and procedures to facilitate the
escalation of risks and reaffirm the
ownership  responsibilities  for  its
management, while providing for the
overall oversight of the framework by the

Board.
G J \_ )
@ o N
11 Risk Assessment _y Internal Control
& Management & Risk Appetite
e Risk Appetite is based on 4 pillars (Market
+  The ICAAP and ILAA* ensure that SGIL Stability & Reputation, Capital, Liquidity
maintains its capital adequacy and and Profitability).
sufficient liquidity to meet its obligations * The organisation and risk governance
as they fall due. structures ensure that there is sufficient
oversight and escalation to manage SGIL's
+  The Risk Register ensures risk oversight risks and a ‘Three Lines of Defence’ (LoD)

model ensures appropriate responsibility
for management, challenge and assurance.

e Group Guidelines related to the
Permanent & Internal Control ensure a
robust control framework

- /

*ICAAP and ILAA will be replaced by ICARA in 2022, with SGIL first submission to the FCA in June 2022
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10. RISK GOVERNANCE AND ORGANISATION

The Company’s strategy, performance and operations are overseen by a Board of Directors. As part of its
responsibilities, the Board oversees sound risk management and internal controls to enable risks to be assessed
and managed.

10.1. Governance Structure

The Company’s Board of Directors provides strategic oversight of the business and its operations. The Board is
ultimately responsible for the risks within the Company and approves the risk appetite and the framework to adhere
to that appetite.

The composition of the Board of Directors provides the requisite levels of skills and expertise to allow for
appropriate challenge in the oversight of the Company and its activities. The Board comprises Executive Directors,
Non-Executive Directors (NED) and Independent Non-Executive Directors (INED). The NEDs and INEDs
provide challenge and independent oversight over the Company’s strategy and operations. The Chairperson of the
Board is a NED. Please see Section 5.2 of the Directors’ report for further information on Board Composition.

Senior Management have executive responsibility for the day to day management of the Company.
The Board and the Executive Committee structures are aligned to ensure effective oversight:

e At the Board level, the Board of Directors and the technical committees the Board of Directors have been
established, including the Board Risk Committee; and,

e At the Executive level, the Executive Committee and its sub-committees including the Risk & Control
Committee (RCC).

During 2019 SGIL implemented the Senior Managers and Certification Regime (SMCR) which aims at reducing
harm to customers and strengthen market integrity by making individuals more accountable for their conduct and
competence. Throughout 2021, SGIL further embedded this regime within the Company by applying for an
additional Senior Management Functions (SMF) approval in the front office and consolidating responsibility for
treasury and finance and under the CFO, inclusive of liquidity risk.

At Executive level, the Company’s Chief Risk Officer (CRO) has a direct reporting line to the Company‘s Chief
Executive Officer (CEO) as well as a functional reporting line to SG SA’s Risk Division, and to the Chairperson
of the Board Risk Committee (BRC). This positioning has been designed to ensure:

e  The Company maintains full independence in its risk assessment and control functions;

e A rapid reporting of reliable and comprehensive information about the Company’s risks to enable effective
decision making; and

e The quality and consistency of risk principles, procedures and methodologies within the Company and in
alignment with the Group.

Please note that the Directors have selected the Wates Corporate Governance Principles for Large Private
Companies as SGIL’s Corporate Governance Code (the Code). Further commentary relating to how the Company
has applied the Wates Principles can be found in the Directors Report.

10.2. Outsourcing services

Where essential services are provided by external providers or Group entities, these are managed under the Critical
or Important Outsourced Services defined in SGIL's Outsourced Services Policy. The provision of services
between SGIL and external parties is managed through contractual agreements and internally through Client
Service Level Agreements (CSLAs). The oversight of these arrangements is managed by the SGIL Service
Management Committee at the executive level and the Board Risk Committee at the Board level.

10.3. Three Lines of Defence Organisation

SGIL has embedded a formalised corporate governance structure, which ensures that the Board of Directors has
visibility on the risks faced by SGIL and the framework in place to manage and mitigate them. The risk governance
structures ensure there is sufficient oversight and escalation to manage SGIL’s risks and that a ‘Three Lines of
Defence’ (LoD) model ensures appropriate responsibility for management, challenge and assurance (as depicted
below):
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e  The First Line of Defence (1% LoD) is defined as the Business and Support Units within SGIL which have
the primary responsibility for risk assessment, control and supervision and exercises first-level permanent control
within their respective scopes, in line with the norms, standards and procedures defined by the second line of
defence.

e The Second Line of Defence (2" LoD) is defined as being the Risk, Compliance and Finance functions
which provide an independent oversight and challenge of the embedding of the Risk Management Framework
within the Business and Support Units and ensuring that the framework is current for the SGIL Business Model.
The Risk department provides the appropriate level of expertise and decision-making capacity required locally,
in accordance with the nature, scale and complexity of risks originated by SGIL, while relying on the integrated
model, based at Group level.

e The Third Line of Defence (3" LoD) is defined as being the Internal Audit function and provides an
independent assurance that SGIL’s risk management, governance, policies and internal control processes are
operating effectively. The Internal Audit function for SGIL is outsourced to the SG SA Inspection and Audit
Division and reports directly to the Board via the Chairperson of the Board Audit Committee (BAC).

Three Lines of Defence

" el
1 LoD 2 LoD
Challenge & Control Independent Assurance
- Business Units - Risk department - Inspection & Internal Audit
Corporate Coverage & Execution
5 Listed Execution
= Clearing - Compliance of which
» Secure Financing Service Financial Crime Prevention
- Support Units - Finance of which
o Treasury . Finance Control
» Credit Analysis - CASS oversight
» Global Business Services - Finance Reporting
Operations
> Information Systems v

Chief Business Control Office
Chief Control Officer
o Markets Operational Risk Management
© Human Resources
> Communications
Legal
Communications

11. RISK ASSESSMENT AND MEASUREMENT

11.1. Risk Assessment

Risk Management processes within SGIL’s Risk Management Framework are designed to consider the nature and
severity of identified risks, including those booked and originated by SGIL and enable the development of related
risk management actions and strategies.

Risks to the business are identified through various processes and actions, including the reporting of operational
risk events, the performance of the Risk and Control Self-Assessment (RCSA) process, limit excesses, control
testing, the Compliance Risk Assessment (CRA or COMPASS) and new product assessments. Each year, the
regional Inspection and Audit division conducts an independent audit risk assessment of all activities within SGIL
which results in a risk-based audit plan. The ICAAP and the Internal Liquidity Adequacy Assessment (ILAA) and
their associated stress testing processes are an integral part of SGIL’s risk management process to identify and
assess the risks the Company faces, and to enable the business to assess the impact of certain stress events and
scenarios on capital and liquidity resources. To note, with the IFPR for FCA prudentially regulated investment
firms coming into force in January 2022, the new ICARA process will be implemented in place of the ICAAP and
the ILAA.
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The risk assessment of the identified risks ensures that the root cause of the risk is identified which enables
appropriate risk mitigating actions or strategy to be developed and implemented to reduce the level of residual
risk. The risk is subject to ongoing risk management and monitoring to ensure the residual risks are managed on
a permanent basis and remain within the Company’s defined Risk Appetite.

11.2. Risk Measurement

The Company utilises standard risk quantification methodologies. The key elements of the quantification
framework are listed below:

Operational Risk

SGIL adopts the SG SA methodology regarding operational risks and contributes to the risk appetite framework
defined at Group level. Operational Risk requirements are formalised in a set of Group principles and associated
policies. SGIL also leverages other UK local normative documents (e.g. UK minimum standards and UK LoD2
procedures) to encourage the embedding of best practices and to provide LoD1 and LoD2 with more detailed
guidance on policies pertinent to SGIL.

SGIL identifies, manages, and monitors its operational risk using the following risk processes and methodologies:

e  Operational Risk Events (including Losses, Gains and Near Misses) Root causes of the events are identified
and appropriate remedial and preventative action plans are owned and managed to completion;

e RCSA is conducted by LoD1 with LoD2 oversight and is designed to identify and assess operational inherent
risks, the mitigation measures and residual risks that SGIL is exposed to through its activities;

e Key Risk Indicators (KRIs) are reported by the business process and activity owners and is used to identify
and monitor risk trends and incidents;

e Scenarios Analysis that could impact SGIL are identified and analysed to assess their overall potential
impact in terms of regulatory capital requirements for operational risk. In addition, the scenarios are analysed to
identify relevant risk mitigating actions and strategies to reduce their potential impact on the business or their
frequency of occurrence;

e Thematic risk reviews are performed by the LoD2 based upon risk prioritisation and identification of
emerging risks or areas of risk concern.

Liquidity and Funding Risk

The Risk department monitors various metrics (such as liquidity Stress Test survival horizon, Liquidity on
segregated client money bank and Committed Funding Capacity) on a daily basis. Breaches are reported to the
Board and Executive Committee (ExCo) according to the governance set in the Risk Management Framework and
Risk Appetite Framework.

SGIL will always hold liquid assets to ensure compliance with Overall Liquidity Adequacy Rule (OLAR). Given
the short-term nature of SGIL’s execution only prime brokerage and agency transactions, the Company considers
this appropriate due to its belief that holding liquidity resources sufficient to survive in excess of its survival
appetite and would provide enough time to either outlast a stress event and/or take mitigating actions to address
1ts impacts.

Business and Strategic Risks

SGIL does not have specific appetite for Business and Strategic Risk and no specific metric for these risk
categories. To minimise its exposure to Business Risk, SGIL will:

e Set and publish the Company’s strategy and objectives annually, in line with the strategic guidelines from
SG SA;

e Adhere to an annual financial planning process, covering its capital, liquidity, profit and loss and balance
sheet statements;

e  Establish a selective and prudent new activity/product approval process, ensuring alignment with the defined
strategy and adequacy of the delivery capacity; and,

e  These risks are assessed as part of the SGIL ICAAP.
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Credit Risk

The credit risk exposure (including concentration and settlement risk) faced by SGIL is largely short-term in nature
thanks to the daily margining process and standard termination periods. The main credit risk exposure arises from
the following:

e  Cross margining activities;

e Margin financing activities; and,

e  (ash held at banks, carrying brokers, clearing houses and Group entities.

For cross margining and margin financing, SGIL would only suffer a credit loss if:

e the client does not pay;

e to close out the client’s trades SGIL realised a loss greater than the collateral that SGIL has on deposit for
the client (i.e. as at the previous day).

SGIL has a diverse portfolio of customers which ranges from financial services companies and regulated funds to
corporates, such as energy companies and commodity trading houses.

The Credit Risk Management Framework is the responsibility of the CRO, who collaborates with the SG SA Risk
Division and Finance Division, governed by SLAs to ensure alignment with the policies, procedures and standards
of SG SA.

The four main sub-categories are:

e  Counterparty Credit Risk: The credit risk assessment and measurement performed via the credit portfolio
assessment and the Credit Approval Process. The main metrics are net and gross Credit Value at Risk, Debtor
Risk, margin financing. For more details refer to Note 19.

e  Country Credit Risk: Risks linked to the business environment (legal or fiscal risk, interference of the State,
corruption, etc) are also included in country-risk, in one or the other of its strands (political or commercial).

e Concentration Credit Risk: is the risk of losses arising as a result of concentrations in exposures due to
imperfect diversification. This imperfect diversification can arise from the small size of a portfolio, or a large
number of exposures to specific obligors (single name concentration) or from imperfect diversification with
respect to economic sectors or geographical regions.

To assess the level of concentration risk, SGIL is using the Herfindahl-Hirschmann (HHI) approach as presented
by the Prudential Regulation Authority (PRA) in its Statement of Policy, dated in December 2017.

e Settlement Risk: The Settlement/Delivery Risk that arises when payments are not exchanged simultaneously.

Market Risk

The market risk appetite of the Company is limited. The monitoring of market risk is managed, first, by front
office in the day-to-day conduct of their business and the permanent monitoring of their positions, as a first line
of defence.

Market risk across all transaction portfolios is measured daily by ‘Risk on Market Activities and ALM’
Department, independently of the front office, and monitored against limits. This is performed by the dedicated
‘Metrics Monitoring Group’ team per trading activity and consolidated at SGIL level by the SGIL Risk
department.

Limits breaches are reported daily by the SGIL Risk department to front office and SGIL management. Front
office must account for these breaches and take immediate action to bring them back within limit or request a
temporary or permanent increase to the limit.

12. RISK MONITORING AND REPORTING

The SGIL Monitoring and Reporting Framework has been designed with a view to provide a comprehensive view
of the SGIL risk profile on an ongoing basis to ensure that the Company adheres to its defined Risk Appetite
Statement. Its purpose is to enable escalation of breaches (including overruns) and to ensure the resolution of risks
and the maintenance of risk mitigation processes. The Management Information is made up of three key elements
within the Risk Management Framework:
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Risk Identification & Assessment Processes - include but are not limited to:

e The Risk Identification & Risk Mapping exercise performed as part of the ICAAP to assign a risk criticality
rating for each of the risks in SGIL’s risk taxonomy. The risk criticality rating is based on the assessments of each
risk category in the ICAAP and the expert judgement of business managers and risk experts;

e An assessment of SGIL’s emerging risks (business and strategy risks) is formally conducted with the input
of senior management on at least an annual basis to enable SGIL to manage new and unforeseen risks whose
potential harm for loss is not fully known;

e The ICAAP and ILAA and their associated stress testing processes assess the adequacy of SGIL’s capital
and liquidity resources against certain stress events and scenarios;

e The annual process performed by the business is also designed to identify and assess operational inherent
risks, the mitigation measures and residual risks that SGIL is exposed to through its activities.

Monthly Board Report (MBR) is part of the Management Information Pack and is a risk-focused dashboard sent
to the Board of Directors on a monthly basis. The MBR includes an overview of the current situation and an
escalation of alerts and breaches regarding Finance, Treasury/ALM, Operational Risk, Credit Risk, Market Risk,
Capital, and Compliance topics to capture the relevant information from the different SGIL committees. There
will be one dashboard for each section including the following information:

e  Overall management comments and key issues;

e Few key metrics with comments to explain the variations over the months.

Risk Appetite — The SGIL Risk Appetite is translated into a series of qualitative business acceptance criteria and
quantitative limits, thresholds and risk indicators, monitored on a regular basis to ensure that the Company stays
within its risk appetite. Should the results of the controls in place imply that SGIL is exposed to a risk exceeding
its stated risk appetite, escalation and resolution protocols are triggered in line with the applicable policies and
procedures.

Escalation principles are designed to define the course of action when risk appetite limits or thresholds or crisis
limit are breached. They must ensure that the necessary people are duly informed and actions taken.

APPROVED AND AUTHORISED BY THE BOARD:

DocuSigned by:
Pliilippe Kebtns
. BE2ZEIVOLIIEATC. e

Philippe Robeyns - Director
Date: 1 April 2022
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DIRECTORS’ REPORT

The Directors of the Company present their report and the audited financial statements for the year ended 31
December 2021.

1. PROFITS AND APPROPRIATIONS
During the year under review the Company made a profit after tax of £111.2m (2020 profit: £79.6m). The Board
have recommended the payment of a final dividend on the ordinary shares of £141.3m (2020: £79.6m).
Total shareholders' funds for the year ended 31 December 2021 were £1,480.7m (2020: £1,458.9m).

The Company's strategic highlights, business and future developments and principal risks and uncertainties are set
out in the Strategic Report (page 3 to 17). Post balance sheet events are disclosed in Note 22.

2. DIRECTORS

The Directors, who served throughout the year and to the date of this report except as noted, were as follows:

Christophe Bernard Lattuada*
Michael John Collins

John Charles Fortescue Hitchins**
Marcia Ina Cantor-Grable
Alexandre Fleury

Keith McArdle

Philippe Robeyns

The information relating to Directors' remuneration is disclosed in Note 4.

No Directors have any direct financial interests in the Company.

3. EMPLOYEE ENGAGEMENT

Employees are fundamental to the delivery of the Company’s strategic plan and SGIL retains its focus on talent
and the workforce being a fundamental asset of the Company.

As per the Group’s core CSR themes, SGIL commits to be a responsible employer. One of the primary
considerations, is ensuring the health, safety, diversity and well-being of its employees as well as ensuring the
interests of staff are considered in key decisions.

The Company has a Speak Up facility and Whistleblowing policy to ensure that if employees have concerns they
are able to easily and safely raise them, and this is backed up by its Culture and Conduct program to ensure that
employees feel comfortable to challenge management and Company practices when needed.

The Board continues to engage employees, both directly and indirectly, as per Section 6.1 of the Strategic Report
above.

4. BUSINESS RELATIONSHIPS

All issues identified which pertain to SGIL’s business relationships are the subject of management updates within
the SGIL governance framework, with all matters deemed of highest importance escalated to the Board for
awareness and input.

* SGIL Board member Christophe Lattuada, who started a new position in SG Group will step down in H1 2022.
His successor as SG UK Country Head, Demetrio Salorio will join the SGIL Board subject to FCA’s approval.
** John Hitchins will resign effective 31 March 2022.
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During 2021, the Board has been regularly informed on the progress of the enhancement of the policies, controls
and culture around the risks of bribery and corruption. This framework defines to a significant extent, through
normative documentation, the accompanying procedures and Group tools that SGIL staff should interact with and
document their engagement with all third parties. Furthermore, the Company is enhancing its Sanctions and
Embargo (S&E) governance to ensure that clients and products are authorised in line with existing restrictions.

It is well recognized that SGIL’s business relationships with its suppliers, customers and other third parties are the
cornerstone of its operational success and reputational integrity and are continuously reviewed and scrutinised.

Further information on Stakeholder engagement has been provided in Section 6.1 of the Strategic Report above.

5. CORPORATE GOVERNANCE ARRANGEMENTS

SGIL is wholly owned by SG SA. The Board ensures it understands the views of its shareholder through regular
interactions between SGIL Directors and senior executives of SG SA, and by proxy of the Board memberships
undertaken by appropriate members of the SG SA.

Please also see Section 5.2 (Board Composition) below.

The Directors have selected the Wates Corporate Governance Principles for Large Private Companies as SGIL’s
Corporate Governance Code (the Code). For the year ended 31 December 2021, the Board considers that it has
complied in full with the provisions of the Code. Set out below is a short supporting statement summarising how
each of the six principles set out in the Code has been applied to achieve better outcomes.

5.1. Purpose and Leadership

SG’s Corporate purpose, building together, with our clients, a better and sustainable future through responsible
and innovative financial solutions, is embedded within SGIL’s strategy, its goals and its approach to business,
ensuring the Company seeks value added and sustainable solutions to meet the needs of its clients, while taking
into consideration the wider needs of society, its broader stakeholders and its staff.

Building upon this purpose, SGIL operates an integrated and diversified model, centred around the SG’s values
and Leadership Model providing the basis for strong Board oversight and Executive management, which sets the
tone for an innovative, inclusive, and open culture within the Company.

The Board and Executive management undertake various indirect and direct approaches to stakeholder
engagement to allow it to understand whether the purpose and values are embedded within the business,
operations and the wider culture of the firm. These are described in in Section 6.1 of the Strategic Report.

SGIL’s Board Terms of Reference (ToRs) sets out the Board’s leadership role and responsibilities, consistent
with the corporate purpose. The Board’s main responsibilities include:

Establishing a sustainable business model for SGIL and a clear strategy consistent with that model;
Reviewing and approving SGIL’s financial reporting and controls;

Exercising effective oversight of SGIL’s corporate governance, risk management and control framework;
Providing leadership within a framework of prudent and effective controls which enables risk to be assessed
and managed; and

e Articulating and overseeing the embedding by executive management of a culture of risk awareness and
ethical behaviour that SGIL should follow in the pursuit of its business goals.

The Board spent considerable time in 2021 reviewing management plans for streamlining the operating model.
The Board satisfied itself that the operational risks inherent in the plans were adequately catered for and that the
interests of clients were fully considered through a programme of consultation. This will continue to be an area
of focus throughout 2022 as the plans are developed further.

SGIL have maintained its focus on ensuring the communication, engagement and relationship with its employees
and workforce stakeholders, which was strengthened via a number of initiatives and regular interactions, during
the Covid-19 period. SGIL has continued this focus in the phased return to office led via the Life@Work people
engagement framework. SG is launching a further employee survey in the coming quarter to further engage its
staff on this and related matters acting as a post-pandemic temperature check. The Company continues to build
on the various initiatives offered as part of the Life@Work framework, which includes programmes and events
focusing on wellbeing, diversity and inclusion and work/life balance.
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SGIL maintains regular staff engagement via physical and virtual town hall meetings, employee email
communications and via the Company’s intranet site, covering all types of issues related to the business and
business performance, employee policies, events, networks, training and engagement activities.

Please see Section 6.1 of the Strategic Report for further details on employee and stakeholder engagement.

The Board is the ultimate sponsor of SGIL’s Culture and Conduct Programme and receives regular updates from
the CEO on this topic. Further oversight and monitoring is undertaken via OCR and Conduct and Culture
Dashboards which includes various KPIs and indicators designed to provide insight into key conduct risk and
conduct & culture. This was developed in 2021 and will be presented to the Board on a half yearly basis.

SGIL also has a Whistleblowing Policy which is annually reviewed and approved by the Board. John Hitchins,
SGIL’s Senior Independent Non-executive Director, acts as the Board’s whistleblowing champion. Individuals
can raise concerns via a whistleblowing electronic mailbox and John is notified each time this facility is used. An
annual report is made to the Board of the number of cases raised through this tool.

As outlined in Section 6.2 of the strategic report under Responsible Employer, SGIL’s leadership supports a wider
culture of openness and transparency by promoting a strong Speak Up culture, through creating and maintaining
an environment of psychological safety which encourages staff to raise concerns. The benefits and strength of
promoting this type of culture ensures that staff concerns are addressed at inception, which can work to reduce
risk, and prevent issues from maturing into legitimate whistleblowing events.

Conlflicts of interest between SGIL and the SGIL Board of Directors are managed as part of:

e The assessment of prospective Directors;

e  Ongoing disclosure obligations, including outside business interests and other directorships;

e A requirement to seek the Board’s agreement before accepting further commitments which may give rise to
a conflict; and,

e Recusal from decision making where there is an unavoidable conflict (for example on the extension of a
Director’s term).

Additional fitness and proprietary requirements on Board members who hold SMF under the SMCR also support
the ongoing management of conflict of interests.

5.2. Board Composition

Currently the composition of the SGIL Board of Directors is made up of two Independent Non-Executive
Directors, two Non-Executive Directors and two Executive Directors. Michael Collins, a Non-Executive Director,
acts as Chairperson of the SGIL Board of Directors.

As of end of March 2021, Phillipe Robeyns was appointed as Chief Executive Officer and as an Executive
Director of SGIL, replacing Christophe Lattuada who remained a Non-Executive Director of SGIL. Michael and
Philippe’s respective roles are clearly articulated in the Company’s Board ToRs and their respective appointment
letters.

Philippe has 35 years-experience in financial services and joined Société Générale UK in 2000. Philippe has led
various functions within Société Générale Corporate and Investment Banking including being Global Head of
Equities Operations. In 2004, Philippe transferred to SG Securities Services and headed up the Clearing Services
business line offering securities clearing and outsourcing services. Prior to being appointed SGIL CEO, Philippe
has been Chief Operating Officer for the EMEA Region since 2010.

Board composition is regularly reviewed by the Nomination and Governance Committee, having regard to the
appropriate combination of skills, backgrounds, diversity, experience and knowledge that promotes accountability
and constructive challenge in support of effective decision-making in the context of the Companies business
activities and respective needs.

The effectiveness of the Board and each Board Committee is also assessed annually. Periodically these reviews
are conducted by an external advisor. During Q1 2020 the Board was subject to an independent Board
Effectiveness Review carried by external advisor in line with the Board’s assessment responsibilities as set out in
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the Board ToRs. The review did not identify any major areas of concern and concluded that the Board and its
supporting processes seem to us to be well-structured and provide effective governance. However, a third-party
independent reviewer highlighted recommendations, which, were accepted by the Board. These were addressed
with the support of the SGIL Corporate Secretariat Office, SEGL/CAO and other relevant stakeholders and SMEs
within SGIL and formally closed out by the SGIL Board on 26 March 2021.

The Board undertook an annual Self-Assessment in Q1 2022 to cover all its activities over the course of 2021,
which also took into consideration the Board’s current composition as well as time allocated, resources and
succession planning.

The ongoing development of the Board is fostered through a Board and individual training programmes. Over the
course of the 2021 the Board has undertaken the following training and/or presentation aimed at improving the
overall knowledge and skills of the Board and its members, and ultimately its effectiveness:

e Ongoing updates on operational resilience;
e Training on IFPR;
e ESG, non-financial reporting and stakeholder engagement.

5.3. Director Responsibilities

The general, fiduciary and statutory duties of UK directors are set out in The Companies Act 2006, and are
supplemented by the Company Articles, the Board ToRs and those of its sub-committees, the relevant letters of
appointment and the regulatory expectations and guidance set out by the UK regulators, including that of the
SMCR. The Board and Board Committee ToRs are reviewed at least annually, and Directors’ appointment letters
which are updated as required. With this in mind, the Board, Board Committees and individual Directors have a
clear understanding of their accountability and responsibilities.

In order to discharge these duties appropriately the Directors rely on the effectiveness and appropriateness of the
Company’s governance structure to allow them to oversee the proper functioning of the firm and its activities
while holding the Executive Management to account.

The Board and its Directors are supported by the following Board level committees:

The Board Audit Committee (BAC);

The Board Risk Committee (BRC);

The Board Nomination and Governance Committee (NGC); and
The Board Remuneration Committee (RemCo).

The role and responsibilities of these committees, their chairs and their members/attendees are clearly set out int
the individual ToRs, ensuring that there are clear lines of accountability, with the Board retaining the
responsibility for final decisions in matters specifically reserved for the Board. The responsibilities set out in the
individual ToRs also align themselves with the principles of the SMCR, ensuring that SMFs retain accountability
in line with their respective responsibilities, as set out in their Statement of Responsibilities.

The Board ensures that systems and controls are operating effectively by reviewing key performance and risk
indicators as well as providing constructive challenge to executive management. It receives regular reports from
the BAC on the work conducted by both internal and external audit. Together this allows the Board to assess the
quality and integrity of information provided to it, enabling the directors to monitor and challenge the performance
of the Company, and make informed decisions.

The major risks of the Company along with their plans of actions and potential emerging risks are reviewed on a
monthly basis and formally validated during the year through the RCC and the BRC, thus integrating the ICAAP
operational risk scenario identification exercise in a continuous process. The Board is responsible for approval of
the Company’s Risk Appetite Statement, material risk polices and risk tolerance statements and limits, as well as
the annual AML and Compliance programmes.

Additionally, an executive summary is annually submitted to the Board members before statutory accounts
validation describing the internal control framework to ensure the accuracy and integrity of the financial
statements.
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As per the self-assessment the Chairperson is satisfied that there is an appropriate level of effective governance,
ensuring that the Board can execute its authority with independence and therefore properly discharge its duties.
The Chairperson is also satisfied that there is an adequate level of understanding across the Board collectively,
and individual by both Executive and Non-Executive members, of the role, responsibilities and duties expected
and required as a Director of the company.

Further information on how the Directors have discharged their duties under S.172 of the Companies Act 2006 is
provided in Section 6 of the Strategic Report above, with Risk Governance set out in Section 10.

5.4. Opportunity and Risk

The SGIL BRC ensures an oversight of the risk and compliance functions and focuses on the risk management,
risk appetite, capital and liquidity adequacy assessment. The SGIL BAC oversees the effectiveness of the internal
control framework together with the processes for budgeting, capital and liquidity planning. The SGIL Board
oversees both Board Committees and promotes the long-term sustainable success of SGIL by reviewing
opportunities raised by the Business Units and ensuring the creation and preservation of value by reviewing the
budget, the strategy and the planning of scarce resources.

Further information on the key risks and opportunities have been set out in the Strategic Report, including Section
8and 11.

5.5. Remuneration

The SGIL SGI Remuneration Committee’s main purpose is to take steps to satisfy itself that the remuneration
policy of SGIL complies with relevant financial services industry standards, its shareholder’s policy globally, and
regulatory requirements, including the requirement to ensure that SGIL’s remuneration policies, procedures and
practices (a) are consistent with and promote sound and effective risk management, (b) are in line with the
business strategy, objectives, values and long-term interests of SGIL, (c) address broader societal factors
including diversity and corporate social responsibility; and (d) fulfil all requirements under the FCA
Remuneration Code, inclusive of those relating to Material Risk Takers.

The Committee ensures that the implementation of the Company’s remuneration policies are subject to, at least
annually, a central and independent internal review for compliance with the policies and procedures for
remuneration adopted by the Board, and for compliance with applicable regulatory requirements.

The Remuneration Committee of the Company also ensures that remuneration practices are aligned with the
Company’s employee engagement strategy, which is evidenced, for example, in the Company’s Gender Pay Gap
reports which also highlight some of the Company’s diversity initiatives.

5.6. Stakeholder Relationships and Engagement

The Board is responsible for overseeing meaningful engagement with stakeholders, including the workforce, and
having regard to their views when taking decisions. Examples of employee engagement during 2021 include:
employee surveys, the promotion of employee inclusion networks, frequent update on Covid-19 measures and
roadmap. Further information on SGIL’s CSR ambitions may be found at pages 267 of the Société Générale
Group Universal Registration Document 2020. Further information on stakeholder relationship and engagement
can be found in Section 6.1 of the Strategic Report above.

5.7. Regulatory Capital

As the business changes, the Company will continue to proactively monitor and control its ongoing capital
requirements to ensure regulatory compliance with its risk appetite.

SOCIETE
GENERALE Page | 22



DocuSign Envelope ID: 6A0FBB43-04DA-4955-9BEC-8819DED4724B

Société Générale International Limited (Registered number: 05407520)

6. EMPLOYMENT POLICIES

The Company’s employment policies (summarised in the Employee Handbook and expanded on in the employee
HR Portal and intranet) are developed and monitored to ensure they fulfil the Company’s legal obligations but
also to demonstrate best practice in terms of both HR policies and organizational culture.

Its employee policies, benefits and working environment underpin equal opportunities for all employees and its
Life@Work and Culture and Conduct frameworks are in place to support all employees to thrive in their roles and
be their best in the workplace. The Company has a wide ranging and inclusive training curriculum to support
employees’ professional and personal skills development in partnership with their managers and the HR
department. Its open culture is fostered by employee networks and diversity initiatives including those outlined in
its Gender Pay Report and its commitments under the Women in Finance Charter. Its employee benefits package
‘Choices’ allows permanent employees to utilise a benefits allowance to focus on what works for them and their
families.

The Company’s focus on employee engagement is described in Section 3 above.

7. DIRECTORS’ INDEMNITIES AND INSURANCE

The Company has made qualifying third-party indemnity provisions for the benefit of its Directors which were
made during the year and remain in force at the date of this report. In addition, the Company maintains liability
insurance for its Directors and officers.

8. GOING CONCERN

The Directors have assessed the Company’s ability to continue as a going concern and are satisfied that the
Company has the resources to continue in business for the foreseeable future, subject to the reviews described in
Section 2 of the Strategic Report which could result in the Company’s operations being transferred to its parent
company over a period of time. These reviews represent a material uncertainty that casts a significant doubt as to
whether the Company will continue as a going concern in the medium term.

In assessing the Company’s ability to continue as a going concern the Directors have had regard to its financial
forecasts, its scarce resources and related stress testing that forms an integral part of its capital and liquidity
planning through its ICAAP and ILAA process. The Directors have also reviewed the SGIL wind down plan which
incorporated the possible centralisation of the Agency client booking model on its parent company and were
satisfied that the Company would continue to be able to meet all its liabilities as they fall due throughout such a
period of transfer.

As a fully owned subsidiary of the SG SA, the Company benefits from the Group’s infrastructure to provide
technology support as well as access to scarce resources in the normal course of business. Given this, and the
existence of the wind-down plan, the Directors have concluded that the Company should be able to realize its
assets and discharge its liabilities in the normal course of business.

Accordingly, the Directors believe that preparing the accounts on a going concern basis is appropriate.

9. DIRECTORS’ DISCLOSURE TO AUDITOR

Each of the persons who is a Director at the date of approval of this report confirms that:

e So far as the director is aware, there is no relevant audit information of which the Company’s auditor is
unaware; and

e The Director has taken all the steps that he/she ought to have taken as a Director in order to make
himself/herself aware of any relevant audit information and to establish that the Company’s auditor is aware of
that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the
Companies Act 2006.

SOCIETE
GENERALE Page | 23



DocuSign Envelope ID: 6A0FBB43-04DA-4955-9BEC-8819DED4724B

Société Générale International Limited (Registered number: 05407520)

10. AUDITOR

Deloitte LLP have expressed their willingness to continue in office as auditor and appropriate arrangements are
being made for them to be deemed reappointed as auditor in the absence of an Annual General Meeting.

APPROVED AND AUTHORISED BY THE BOARD:

DocuSigned by:
Pluilippe Kelotyins
. BE2Z2BITOGINEATE.. e

Philippe Robeyns — Director
Date: 1 April 2022
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

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

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law), including Financial Reporting
Standard 101 Reduced Disclosure Framework. Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the Company and
the profit or loss of the Company for that period. In preparing these financial statements, the Directors are required
to:

e  Select suitable accounting policies and then apply them consistently;

e Make judgements and accounting estimates that are reasonable and prudent;

e  State whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

e Prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company’s transactions and disclose with reasonable accuracy at any time the financial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities.
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INDEPENDENT AUDITORS REPORT ON THE FINANCIAL STATEMENTS

Opinion
In our opinion the financial statements of Société Générale International Limited (the ‘Company’):

- giveatrue and fair view of the state of the Company’s affairs as at 31 December 2021 and of its profit for the
year then ended;

- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
including Financial Reporting Standard 101 “Reduced Disclosure Framework™; and

- have been prepared in accordance with the requirements of the Companies Act 2006.
We have audited the financial statements which comprise:

- the statement of comprehensive income;

- the balance sheet;

- the statement of changes in equity;

- the related notes 1 to 22.

The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure Framework™.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law.
Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of the
financial statements section of our report.

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s”) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to note 1 to the financial statements, which indicates that the Company, over the medium term and
subject to the relevant approvals being obtained, could transfer its operations to its parent company over a period of
time. As stated in note 1, these events or conditions, along with the other matters as set forth in that note, indicate that
a material uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of accounting
in the preparation of the financial statements is appropriate.

Our evaluation of the directors’ assessment of the Company’s ability to continue to adopt the going concern basis of
accounting included:

- obtaining and reviewing management’s going concern assessment in order to understand the basis for key
assumptions and judgements made by management;

- considering management’s forecasts and evaluated key assumptions and their projected impact on capital,

liquidity and financial performance, with specific consideration of the COVID-19 pandemic and management’s
strategic objectives;
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- With the involvement of Deloitte’s regulatory specialists, reviewing the most recent ICAAP and TLAA
submissions, considered management’s capital and liquidity projections, reviewed the results of management’s
severe but plausible stress scenarios and considered whether the mitigating actions that could be taken by
management in such a scenario were reasonable;

- an evaluation of the medium-term strategic objectives of the Company;

- reviewing correspondence with regulators to understand the Company’s capital and liquidity requirements;
- evaluating the historical accuracy of forecasts prepared by management; and

- considering the adequacy of disclosures made in the financial statements.

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

Other information

The other information comprises the information included in the Strategic Report and Director’s Report. The directors
are responsible for the other information contained within these reports. Our opinion on the financial statements does
not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any
form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit, or otherwise appears to
be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required
to determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in this regard.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.

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 ISAs
(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line

with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud.
The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.
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We considered the nature of the Company’s industry and its control environment and reviewed the Company’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We also
enquired of management, internal audit, in-house legal counsel and those charged with governance about their own
identification and assessment of the risks of irregularities.

We obtained an understanding of the legal and regulatory frameworks that the Company operates in, and identified the
key laws and regulations that:

- had a direct effect on the determination of material amounts and disclosures in the financial statements,
including the UK Companies Act, UK financial services legislation and UK tax legislation; and

- do not have a direct effect on the financial statements but compliance with which may be fundamental to the
Company’s ability to operate or to avoid a material penalty, including the Company’s regulatory solvency and
capital requirements.

We discussed among the audit engagement team, including relevant internal specialists such as tax, valuations, IT, and
regulatory, regarding the opportunities and incentives that may exist within the organisation for fraud and how and
where fraud might occur in the financial statements.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the risk
of management override. In addressing the risk of fraud through management override of controls, we tested the
appropriateness of journal entries and other adjustments; assessed whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluated the business rationale of any significant transactions that are
unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

- reviewing financial statement disclosures by testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

- performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks
of material misstatement due to fraud;

- enquiring of management, internal audit and in-house legal counsel concerning actual and potential litigation
and claims, and instances of non-compliance with laws and regulations; and

- reading minutes of meetings of those charged with governance, reviewing internal audit reports, and reviewing
correspondence with applicable regulatory bodies.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

- the information given in the Strategic Report and the Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

- the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledge and understanding of the Company and its environment obtained in the course of the audit,
we have not identified any material misstatements in the Strategic Report or the Directors’ Report.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

We have nothing to report in respect of these matters.

Use of our report

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

G,

Giles Lang, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor

London | United Kingdom

1 April 2022
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STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2021

2021 2020

Notes £000 £000
Profit and loss from continuing operations:
Turnover 2 1,070,134 1,085,565
Operating costs 2 (843,817) (880,311)
Gross profit 226,318 205,254
Administrative expenses 3,4,5 (94,767) (100,545)
Operating profit 5 131,551 104,709
Dividend income 5 3,974 1,639
Interest income 6 10,411 25,877
Interest expense 6 (8,795) (34,393)
Profit before taxation 137,141 97,831
Tax on profit on ordinary activities 7 (25,985) (18,250)
PROFIT FOR THE YEAR 111,156 79,581
Other comprehensive income:
Items that may be subsequently reclassified to profit and loss:
Gains and Losses on FVTOCI investments (11,843) 9,920
Deferred tax on losses on FVTOCI investments 2,007 (2,158)
Other comprehensive (loss) / income net of tax (9,836) 7,762
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 101,320 87,343
Profit attributable to:
Equity shareholder of the Company 111,156 79,581
Total comprehensive income attributable to:
Equity shareholder of the Company 101,320 87,343

All profits for the current financial year are from continuing activities.
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BALANCE SHEET AS AT 31 DECEMBER 2021

2021 2020
Notes £'000 £'000
ASSETS
NON-CURRENT ASSETS
Intangible assets 8 237 237
Other receivables 11 1,019,000 1,164,000
1,019,237 1,164,237
CURRENT ASSETS
Investments at fair value through OCI 9 747,440 833,358
Financial assets at fair value through P&L 10 2,805,330 3,082,161
Trade and other receivables 11 26,554,971 20,569,296
Cash and cash equivalents 16,477,676 8,759,915
46,585,417 33,244,730
TOTAL ASSETS 47,604,654 34,408,967
LIABILITIES
CURRENT LIABILITIES
Financial liabilities at fair value through P&L 12 (2,738,555) (3,024,495)
Trade creditors and other payables 13 (43,232,730) (29,624,534)
(45,971,285) (32,649,029)
NON-CURRENT LIABILITIES
Subordinated debt 14 (150,000) (295,000)
Provisions 15 (1,271) (3,082)
Deferred tax liabilities 7 (1,439) (2,935)
(152,710) (301,017)
TOTAL LIABILITIES (46,123,995) (32,950,046)
NET ASSETS 1,480,660 1,458,921
EQUITY
Share capital 16 1,150,000 1,150,000
Other reserves 5,681 15,517
Retained earnings 324,979 293,404
TOTAL EQUITY AND RESERVES 1,480,660 1,458,921

The financial statements were approved and authorised for issue by the Board of Directors on 1 April 2022 and were

signed on its behalf by:

DocuSigned by:

y lx,iUfbe Koloys

Philippe Robeyns — Director
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2021

At 1 January 2020

Issue of share capital
Dividend Paid

Profit for the year

Other comprehensive income/
(loss) for the year

At 31 December 2020

Issue of share capital
Dividend Paid

Profit for the year

Other comprehensive income/
(loss) for the year

At 31 December 2021
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16
22

Share
Capital
£'000

1,150,000

1,150,000

1,150,000
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Other
reserves
£'000

7,755

7,762

15,517

(9,836)

5,681

Retained
Earnings
£'000
315,036

(101,213)
79,581

293,404

(79,581)
111,156

324,979

Totals
£'000

1,472,791

(101,213)
79,581

7,762

1,458,921

(79,581)
111,156

(9,836)

1,480,660
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021

NOTE 1: ACCOUNTING POLICIES

A summary of the principal accounting policies is set out below.

Basis of preparation

Société Générale International Limited is a Private Company limited by shares, incorporated in the United
Kingdom under the Companies Act and registered in England and Wales. The address of the registered office is
given on page 1. The nature of the Company’s operations and its principal activities are set out in the strategic
report on pages 3 to 17.

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100) issued
by the Financial Reporting Council. Accordingly, these financial statements were prepared in accordance with
FRS 101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial
Reporting Council.

These financial statements are prepared on the historical cost basis, except for the revaluation of certain financial
instruments that are measured at revalued amounts or fair values at the end of each reporting period, as explained
in the accounting policies below. Historical cost is generally based on the fair value of the consideration given in
exchange for the goods and services.

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, regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Company
takes into account the characteristics of the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date. Fair value for measurement purposes in
these financial statements is determined on such a basis, except for share-based payment transactions that are
within the scope of IFRS 2.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value measurements are observable and the significance of the inputs
to the fair value measurement in its entirety, which are described as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the

Company can access at the measurement date;

e Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset

or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.

A market is considered active if there are sufficient transactions on an ongoing basis to provide current pricing
information for the asset or liability and the pricing information is released publicly.

Disclosure exemptions

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to share-based payment, presentation of comparative information in respect of certain assets,
presentation of a cash-flow statement, standards not yet effective, and related party transactions. Where required,
equivalent disclosures are given in the Group accounts of SG SA. The Group accounts of SG SA are available to
the public and can be obtained as set out in Note 21.

Revised Standards

In the current year, the Company has reviewed and assessed any impact on the amendment to IFRS 16 Leases to
facilitate lessees to account for Covid-19-related rent concessions issued by the International Accounting
Standards Board (IASB) that is effective 30 June 2021. As the Company has no leases, the amendment to IFRS
16 does not have any impact on disclosures or on the amounts reported in these financial statements.

In addition, in the prior year the Company adopted the Phase 1 amendments ‘Interest Rate Benchmark reform:
Amendments to IFRS 9, IAS 39 and IFRS 7°. These amendments modified specific hedge accounting requirements
to allow hedge accounting to continue for affected hedges during the period of uncertainty before the hedged items
or hedging instruments are amended as a result of the interest rate benchmark reform.
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In the current year, the Company has adopted ‘Interest Rate Benchmark Reform — Phase 2: Amendments to IFRS
9 Financial Instruments, IAS 39 Financial Instruments: Recognition and Measurement, IFRS 7 Financial
Instruments: Disclosures, IFRS 4 Insurance Contracts and IFRS 16 Leases’ which was issued in August 2020.
These amendments are mandatory for annual reporting periods beginning on or after 1 January 2021.

Adopting these amendments in a timely fashion enables the Company to reflect the effects of transitioning from
interbank offered rates (IBOR) to alternative benchmark interest rates (also referred to as ‘risk free rates’ or RFRs)
without giving rise to accounting impacts that would distort financial statements, by potentially not meeting hedge
accounting rules.

Both the Phase 1 and Phase 2 amendments are relevant to the Company as it applies hedge accounting to its Fixed
Rate bonds by entering into an interest rate swap (fixed for floating), and in the current period modifications in
response to the reform have been made to all of the Company’s derivative financial instruments that mature after
31 December 2021 (the date by which the reform was implemented).

Details of the derivative and non-derivative financial instruments affected by the interest rate benchmark reform
together with a summary of the actions taken by the Company to manage the risks relating to the reform and the
accounting impact, including the impact on hedge accounting relationships, appear in Note 19 Financial Risk.

Going concern

The Directors have assessed the Company’s ability to continue as a going concern and are satisfied that the
Company has the resources to continue in business for the foreseeable future, subject to the reviews described in
section 2 of the Strategic Report which could result in the Company’s operations being transferred to its parent
company over a period of time. These reviews represent a material uncertainty that casts a significant doubt as to
whether the Company will continue as a going concern in the medium term.

In assessing the Company’s ability to continue as a going concern the Directors have had regard to its financial
forecasts and the stress testing (including the loss of revenues as a result of the Brexit and OTC client transfers)
that forms an integral part of its capital and liquidity planning through its ICAAP and ILAA processes. The
Directors have also reviewed the SGIL wind down plan which incorporated the possible transfer of all businesses’
activities to its parent company and were satisfied that the Company would continue to be able to meet all its
liabilities as they fall due throughout such a period of transfer.

As a fully owned subsidiary of the SG SA, the Company benefits from the Group’s support to provide technology
and infrastructure support as well as access to scarce resources in the normal course of business. Given this, and
the existence of the wind-down plan, the Directors have concluded that the Company should be able to realize its
assets and discharge its liabilities in the normal course of business.

Accordingly, the Directors believe that preparing the accounts on a going concern basis is appropriate.

Foreign currencies

The Company’s presentation and functional currency is British Pounds Sterling which is the currency of the
primary economic environment in which the Company operates. Amounts are presented in thousands (£°000)
unless otherwise stated.

Monetary assets and liabilities expressed in foreign currencies are translated into sterling spot rate at the date of
the balance sheet (see section Market risk in Note 19). Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated. Transactions in currencies other than the functional currency are
converted to sterling spot rate at the date of the transaction. All exchange rate movements are taken to the profit
and loss account.

Turnover

Turnover comprises interest income, commission and fee income, income on financial instruments measured at
Fair Value Through Profit and Loss (FVTPL), and gains and losses on foreign exchange. Income and expenses
that arise from back-to-back transactions are presented gross within turnover.

Fee and commission income results from transaction-based arrangements in which the customer is charged a fee
for the execution or clearing of transactions. Such revenues primarily arise from transactions in clearing and
execution. Fee and commission income are recognised on trade date when the performance obligation is satisfied.
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Interest income is generated from initial margin balances held, financing, repo and reverse repo transactions, High
Quality Liquid Asset (HQLA) portfolio held at FVTOCI and is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying amount on initial
recognition. Interest expense is generated from the same type of activity as described above.

Operating costs

Operating costs represent the costs of providing brokerage services, and include settlement costs payable to other
Group companies, transaction charges from exchanges and third-party brokers, and interest expense on initial
margin balances held, financing, repo and reverse repo transactions.

Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised cost or fair value,
depending on the classification of the financial assets.

Classification of financial assets

Debt instruments that meet the following conditions are subsequently measured at amortised cost:

e The financial asset is held within a business model whose objective is to hold financial assets in order to
collect contractual cash flows;

e And the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are subsequently measured at FVTOCTI:

e The financial asset is held within a business model whose objective is achieved by both collecting contractual
cash flows and selling the financial assets; and

e  The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments
of principal and interest on the principal amount outstanding.

By default, all other financial assets are subsequently measured at FVTPL.

Despite the foregoing, the Company may make the following irrevocable election / designation at initial
recognition of a financial asset:

e The Company may irrevocably elect to present subsequent changes in fair value of an equity investment in
other comprehensive income if certain criteria are met (see (ii) below); and

e The Company may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria
as measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch (see (iii) below).

(1). Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating
interest income over the relevant period.
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For financial instruments other than purchased or originated credit-impaired financial assets, the effective interest
rate is the rate that exactly discounts estimated future cash receipts (including all fees and points paid or received
that form an integral part of the effective interest rate, transaction costs and other premiums or discounts) excluding
expected credit losses, through the expected life of the debt instrument, or, where appropriate, a shorter period, to
the gross carrying amount of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial recognition
minus the principal repayments, plus the cumulative amortisation using the effective interest method of any
difference between that initial amount and the maturity amount, adjusted for any loss allowance. The gross
carrying amount of a financial asset is the amortised cost of a financial asset before adjusting for any loss
allowance.

Interest income is recognised using the effective interest method for debt instruments measured subsequently at
amortised cost and at FVTOCI. For financial instruments other than purchased or originated credit-impaired
financial assets, interest income is calculated by applying the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have subsequently become credit-impaired. For financial assets
that have subsequently become credit-impaired, interest income is recognised by applying the effective interest
rate to the amortised cost of the financial asset. If, in subsequent reporting periods, the credit risk on the credit-
impaired financial instrument improves so that the financial asset is no longer credit-impaired, interest income is
recognised by applying the effective interest rate to the gross carrying amount of the financial asset.

Interest income is recognised in profit or loss and is included in the ‘Interest income’ within the Turnover line
item.

(11). Debt instruments classified as at FVTOCI

Treasury bonds held by the Company are classified as at FVTOCI. The treasury bonds are initially measured at
fair value plus transaction costs. Subsequently, changes in the carrying amount of these treasury bonds as a result
of foreign exchange gains and losses, impairment gains or losses, and interest income calculated using the effective
interest method are recognised in profit or loss. The amounts that are recognised in profit or loss are the same as
the amounts that would have been recognised in profit or loss if these treasury bonds had been measured at
amortised cost. All other changes in the carrying amount of these treasury bonds are recognised in other
comprehensive income and accumulated under the heading of Other Reserves within Shareholder Equity. When
these treasury bonds are derecognised, the cumulative gains or losses previously recognised in other
comprehensive income are reclassified to profit or loss.

(ii1). Financial assets at FVTPL

Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are measured at
FVTPL.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value gains
or losses recognised in profit or loss to the extent they are not part of a designated hedging relationship (see hedge
accounting policy).

The net gain or loss recognised in profit or loss includes any dividend or interest earned on the financial asset.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of each reporting period. Specifically:

e For financial assets measured at amortised cost that are not part of a designated hedging relationship,
exchange differences are recognised in profit or loss in the ‘Net gains and losses’ within Turnover line item;

e  For debt instruments measured at FVTOCI that are not part of a designated hedging relationship, exchange
differences on the amortised cost of the debt instrument are recognised in profit or loss in the ‘Net gains and
losses’ within the Turnover line item;

e For financial assets measured at FVTPL that are not part of a designated hedging relationship, exchange
differences are recognised in profit or loss in the ‘Net gains and losses’ within the Turnover line item.
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Impairment of financial assets

The Company recognises a loss allowance for expected credit losses on investments in debt instruments that are
measured at amortised cost or at FVTOCI, amounts due from customers, initial margin and default funds posted
to CCPs, brokers and reverse repos. No impairment loss is recognised for investments in equity instruments,
because they are recognised at FVTPL. The amount of expected credit losses is updated at each reporting date to
reflect changes in credit risk since initial recognition of the respective financial instrument.

To determine the amount of impairment or provision to be recorded at each reporting date, these exposures are
split among three categories based on the increase in credit risk observed since initial recognition. An impairment
or provision shall be recognised for the exposures in each category as follows:
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Lifetime expected credit loss (ECL) represents the expected credit losses that will result from all possible default
events over the expected life of a financial instrument. In contrast, 12 months ECL represents the portion of
lifetime ECL that is expected to result from default events on a financial instrument that are possible within 12
months after the reporting date.

). Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition,
the Company compares the risk of a default occurring on the financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument as at the date of initial recognition. In making this
assessment, the Company considers both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking information that is available without undue cost
or effort. Forward-looking information considered includes the future prospects of the industries in which the
Company’s debtors operate, obtained from economic expert reports, financial analysts, governmental bodies,
relevant think-tanks and other similar organisations, as well as consideration of various external sources of actual
and forecast economic information that relate to the Company’s core operations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk on a financial
asset has increased significantly since initial recognition when contractual payments are more than 30 days past
due, unless the Company has reasonable and supportable information that demonstrates otherwise.
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For loan commitments and financial guarantee contracts, the date that the Company becomes a party to the
irrevocable commitment is considered to be the date of initial recognition for the purposes of assessing the
financial instrument for impairment. In assessing whether there has been a significant increase in the credit risk
since initial recognition of a loan commitment, the Company considers changes in the risk of a default occurring
on the loan to which a loan commitment relates; for financial guarantee contracts, the Company considers the
changes in the risk that the specified debtor will default on the contract.

The Company regularly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the amount becomes past due. To identify Stage 2 exposures,
the Company uses all available past and forward-looking data (behavioural scores, loan to value indicators,
macroeconomic forecast scenarios, etc.) to assess the counterparty’s credit risk. A financial asset moves to the
stage 2 exposures if its internal credit risk rating decreased by at least two notches in the last 18 months.

(i1). Definition of default

The Company considers the following as constituting an event of default for internal credit risk management
purposes as historical experience indicates that receivables that meet either of the following criteria are generally
not recoverable.

e  When there is a breach of financial covenants by the counterparty; or

e Information developed internally or obtained from external sources indicates that the debtor is unlikely to
pay its creditors, including the Company, in full (without taking into account any collaterals held by the
Company).

Irrespective of the above analysis, the Company considers that default has occurred when a financial asset is more
than 90 days past due unless the Company has reasonable and supportable information to demonstrate that a more
lagging default criterion is more appropriate.

(iii). Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future
cash flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes
observable data about the following events:

e Significant financial difficulty of the issuer or the borrower;

e A breach of contract, such as a default or past due event (see (ii) above);

e The lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession(s) that the lender(s) would not otherwise consider;

e It is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

e The disappearance of an active market for that financial asset because of financial difficulties.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another party. If the Company neither transfers nor retains substantially all the risks and rewards of ownership
and continues to control the transferred asset, the Company recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Company continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable is recognised in profit or loss. In addition, on
derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is reclassified to profit or loss in Net gains and losses on
financial transactions. In contrast, on derecognition of an investment in equity instrument which the Company has
elected on initial recognition to measure at FVTOCI, the cumulative gain or loss previously accumulated in the
investments revaluation reserve is not reclassified to profit or loss, but is transferred to retained earnings.

SOCIETE
GENERALE Page | 38



DocuSign Envelope ID: 6A0FBB43-04DA-4955-9BEC-8819DED4724B

Société Générale International Limited (Registered number: 05407520)

Financial liabilities and equity instruments

Classification as debt or equity

Debt and equity instruments issued by a Group entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its liabilities. Equity instruments issued by a Group entity are recognised at the proceeds received, net of direct
issue costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or
loss is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company’s own equity
instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised cost using the effective interest method or at
FVTPL.

However, financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or
when the continuing involvement approach applies, financial guarantee contracts issued by the Company, and
commitments issued by the Company to provide a loan at below-market interest rate are measured in accordance
with the specific accounting policies set out below.

). Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is 1) contingent consideration of an
acquirer in a business combination to which IFRS 3 applies, 2) held for trading, or 3) it is designated as at FVTPL.
A financial liability is classified as held for trading if:

e [t has been acquired principally for the purpose of repurchasing it in the near term; or

e  On initial recognition it is part of a portfolio of identified financial instruments that the Company manages
together and has a recent actual pattern of short-term profit-taking; or

e Itis a derivative, except for a derivative that is a financial guarantee contract or a designated and effective
hedging instrument.

A financial liability other than a financial liability held for trading or contingent consideration of an acquirer in a
business combination may be designated as at FVTPL upon initial recognition if:

e Such designation eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise; or

e The financial liability forms part of a group of financial assets or financial liabilities or both, which is
managed and its performance is evaluated on a fair value basis, in accordance with the Company’s documented
risk management or investment strategy, and information about the grouping is provided internally on that basis;
or

e It forms part of a contract containing one or more embedded derivatives, and IFRS 9 permits the entire
combined contract to be designated as at FVTPL.

Financial liabilities at FVTPL are stated at fair value with any gains or losses arising on changes in fair value
recognised in profit or loss to the extent that they are not part of a designated hedging relationship (see Hedge
accounting policy). The net gain or loss recognised in profit or loss incorporates any interest paid on the financial
liabilities and is included in the ‘other gains and losses’ line item.

However, for financial liabilities that are designated as at FVTPL, the amount of change in the fair value of the
financial liability that is attributable to changes in the credit risk of that liability is recognised in other
comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an accounting mismatch in profit or loss. The remaining amount
of change in the fair value of liability is recognised in profit or loss. Changes in fair value attributable to a financial
liability’s credit risk that are recognised in other comprehensive income are not subsequently reclassified to profit
or loss; instead, they are transferred to retained earnings upon derecognition of the financial liability.
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Gains or losses on financial guarantee contracts and loan commitments issued by the Company that are designated
by the Company as at fair value through profit or loss are recognised in profit or loss.

(i1).  Financial liabilities subsequently measured at amortised cost

Financial liabilities that are not 1) contingent consideration of an acquirer in a business combination, 2) held-for-
trading, or 3) designated as at FVTPL, are subsequently measured at amortised cost using the effective interest
method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the financial liability,
or (where appropriate) a shorter period, to the amortised cost of a financial liability.

(ii1). Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payments when due in accordance with the terms
of a debt instrument.

(iv). Foreign exchange gains and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost at the end
of each reporting period, the foreign exchange gains and losses are determined based on the amortised cost of the
instruments. These foreign exchange gains and losses are recognised in ‘Net gains and losses’ within the Turnover
line item in profit or loss for financial liabilities that are not part of a designated hedging relationship.

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign currency and
translated at the spot rate at the end of the reporting period. For financial liabilities that are measured at FVTPL,
the foreign exchange component forms part of the fair value gains or losses and is recognised in profit or loss for
financial liabilities that are not part of a designated hedging relationship.

). Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,
cancelled or they expire. The difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is recognised
in profit or loss.

Derivative financial instruments

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and
foreign exchange rate risks, including foreign exchange forward contracts and interest rate swaps.

Derivatives are initially recognised at fair value at the date the derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of each reporting period. The resulting gain or loss is
recognised in profit or loss immediately unless the derivative is designated and effective as a hedging instrument,
in which event the timing of the recognition in profit or loss depends on the nature of the hedge relationship.

Hedge accounting

The Company designates certain derivatives as hedging instruments in respect of interest rate risk in fair value
hedges and in cash flow hedges.

However, similarly to SG SA Group and in accordance with the transitional measures provided by IFRS 9, the
Company has elected to continue recognising hedging transactions under IAS 39 as adopted by the IASB.

At the inception of the hedge relationship, the Company documents the relationship between the hedging
instrument and the hedged item, along with its risk management objectives and its strategy for undertaking various
hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Company documents
whether the hedging instrument is effective in offsetting changes in cash flows of the hedged item attributable to
the hedged risk, which is when the hedging relationships meet all of the following hedge effectiveness
requirements:
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e  There is an economic relationship between the hedged item and the hedging instrument;

e  The effect of credit risk does not dominate the value changes that result from that economic relationship; and
e The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item
that the Company actually hedges and the quantity of the hedging instrument that the Company actually uses to
hedge that quantity of hedged item.

If a hedging relationship ceases to meet the hedge effectiveness requirement relating to the hedge ratio but the risk
management objective for that designated hedging relationship remains the same, the Company adjusts the hedge
ratio of the hedging relationship (i.e. rebalances the hedge) so that it meets the qualifying criteria again.

(a) Fair value Hedges (FVH)

The Company hedges the interest risk of its fixed-rate debt instruments classified under Financial Assets at
FVTOCI with interest rate swaps paying fixed rate and receiving the variable rate (plain vanilla swaps). The
interest rate risk is defined as the risk that the value or cash flows of an instrument will fluctuate due to variations
in market interest rates.

The fair value change on qualifying hedging instruments is recognised in profit or loss. For debt instruments
measured at FVTOCI, the carrying amount is not adjusted as it is already at fair value, but gain or loss on the
hedged item is recognised in profit or loss. Where hedging gains or losses are recognised in profit or loss, they are
recognised in the same line as the gain or loss on the hedging instrument.

Prospective effectiveness is assessed via a rate sensitivity ratio between the hedged and hedging instruments.
Retrospective effectiveness is performed on a daily basis using the dollar offset method. For both testing, the ratio
should fall within the threshold of 80-125%.

If it becomes apparent that the derivative has ceased to meet the effectiveness criteria for hedge accounting or if
it is terminated or sold, hedge accounting is discontinued prospectively. Thereafter, the carrying amount of the
hedged asset or liability ceases to be adjusted for changes in fair value attributable to the hedged risk and the
cumulative adjustments previously recognised under hedge accounting are amortised over its remaining life.
Hedge accounting is also discontinued if the hedged item is sold prior to maturity or redeemed early.

(b) Cash Flow Hedges

The Company issues to certain employees share-value linked deferred bonuses (see Note 3). The Company hedges
the effect of the movement of SG SA’s share price to reduce market risk with cash settled options on SG SA shares
(see Note 12).

The effective portion of changes in the fair value of the options that are designated and qualify as cash flow hedges
is recognised in other comprehensive income and accumulated under the heading of cash flow hedging reserve,
limited to the cumulative change in fair value of the hedged item from inception of the hedge. The gain or loss
relating to the ineffective portion is recognised immediately in profit or loss, and is included in ‘Net gains and
losses’ within the Turnover line item.

The Company discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to meet
the qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging instrument
expires or is sold, terminated or exercised. The discontinuation is accounted for prospectively. Any gain or loss
recognised in other comprehensive income and accumulated in equity at that time remains in equity and is
recognised when the forecast transaction is ultimately recognised in profit or loss. When a forecast transaction is
no longer expected to occur, the gain or loss accumulated in equity is recognised immediately in profit or loss.

Netting of Financial Assets and Liabilities

In accordance with IAS32, the Company reports certain financial assets and liabilities on a net basis in the balance
sheet only if there is a legally enforceable right of offset to net the recognised amounts and there is the intention
to settle on a net basis, or to realise the asset and settle the liability simultaneously

Cash and Cash Equivalents

Cash and cash equivalents include debit current accounts and short-term deposits at banks with a maturity less than
three months.
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Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their
estimated useful lives.

Impairment of intangible assets

At each balance sheet date, the Company reviews the carrying amounts of its intangible assets to determine
whether there is any indication of an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated to determine the extent of the impairment loss (if any) and the carrying amount of the asset is
reduced to its recoverable amount.

Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
statement except to the extent that it relates to items recognised in Other Comprehensive Income.

Current tax

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date,
and is the expected tax payable or receivable on the taxable profit and loss for the year and any adjustment to tax
payable or receivable in respect of previous years.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit.

Deferred tax is recognised in respect of all temporary differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to pay
more, or a right to pay less or to receive more tax.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and recognised only to the extent
that it is considered more likely than not that there will be suitable taxable profits from which the underlying
temporary differences can be deducted. Deferred tax is measured on an undiscounted basis at the tax rates that are
expected to apply in the periods in which temporary differences reverse, based on tax rates and laws enacted or
substantively enacted at the balance sheet date.

Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited in
other comprehensive income, in which case the deferred tax is also dealt with in other comprehensive income.
Provisions

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

Pension costs and other post-retirement benefits

The Company operates a defined contribution Personal Pension scheme. The assets of the scheme are held
separately from those of the Company in an independently administered fund.

The pension cost charge in Note 3 to the financial statements represents contributions payable by the Company
to the fund.

Share-based payment

The Company’s employees receive share-based payments from the parent Company, SG SA, the details of these

can be found in Note 3.

For cash-settled share-based payments, a liability equal to the portion of the goods or services received is
recognised at the current fair value determined at each balance sheet date.
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Client Money Balances

As required by the UK Client Assets rules in line with the Financial Services Market Act (FSMA) 2000, the
Company maintains certain balances on behalf of clients with banks, exchanges, clearing houses and brokers in
segregated accounts. These amounts and the related liabilities to clients, whose recourse is limited to segregated
accounts, are disclosed in Note 17 to the financial statements and are not included in the Company’s balance sheet
as the Company is not beneficially entitled thereto. As such they are not included in the Company's balance sheet
as they do not meet the criteria to be recognised as the Company's assets.

Critical accounting judgements and estimates

In the application of the Company’s accounting policies, which are described in Note 1 above, the Directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that
are not readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

Critical accounting judgements are those that the Directors have made in the process of applying the Company’s
accounting policies and that had a significant effect on the amounts recognised in financial statements. There were
no critical accounting judgements in the current or prior year.

Estimates are those where the Directors have estimated income or expenditure, or the carrying amounts of assets
or liabilities, based on historical experience or other factors that are considered relevant to the estimate where
actual results may differ from those estimates. The true up between estimated and actual SG SA recharges is
communicated in April by SG SA. The Directors do not believe that the true up of the 2021 estimate will result in
a material financial charge.

The Transfer Pricing are the prices at which the Company receives services provided by other entities of SG SA.
SGIL is recharged on a monthly basis for services performed by Global Business Services (GBS) support functions
to the benefit of the Business Lines and, by Head-office departments as well as at Central level, business line level
and, in some cases at regional level. Transfer Pricing amounts are estimated based on actual amounts from January
to September, and then estimated for the last quarter of the year based on historical experience, which may end up
with adjustments in the course of the following year. The Directors do not believe that any adjustments received
after the date of these financial statements will have a material impact on the reported results of the company.
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NOTE 2: GROSS PROFIT

Gross profit is attributable to the principal activities of the Company:

Commission Net gains and
Interest income and fee losses on Total
income/ financial £'000
expense instruments

£'000 £'000 £'000 £'000
Turnover 296,969 752,482 20,683 1,070,134
Operating costs (186,952) (656,865) - (843,817)
At 31 December 2021 110,018 95,617 20,683 226,318
Turnover 333,205 721,744 30,616 1,085,565
Operating costs (244,8306) (635,475) - (880,311)
At 31 December 2020 88,369 86,269 30,616 205,254

Net gains and losses on financial instruments (at fair value through profit and loss) arise from the Company’s
brokerage activities carried out on a matched principal basis. This also includes foreign exchange gains and losses
on principal treasury positions, and gains and losses on revaluation of monetary assets and liabilities.

Analysis of the Company’s turnover remitted from geographic source:

2021 2020

£'000 £'000
United Kingdom 521,507 491,720
France 4212 6,945
Rest of Europe 241,525 313,515
Americas 106,710 87,819
Asia-Pacific 96,799 105,007
Other 99,381 80,559
1,070,134 1,085,565

The geographical analysis of the turnover is estimated using Net Banking Income geographical proportions,
which is the way management tracks geographical information.
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NOTE 3: STAFF COSTS
2021 2020
£'000 £'000
Wages and salaries (*) 35,548 40,562
Social security costs 5,253 5,672
Pension and other staff costs 3,553 3,883
44,354 50,117

(*) Included in the wages and salaries are amounts related to termination benefits
As at the year-end, there were no unpaid pension contributions (2020: £nil).

The average number of employees at the end of the year was as follows:

2021 2020

£'000 £'000

Management 14 14
Front office 83 88
Support 221 269
318 371

Share-based payments

The Company’s staff participates in the following share schemes offered by SG SA:

Fidelity plan
The Company issues to certain employees share-value linked deferred bonuses. The vesting periods of these

bonuses are between one and three years from the date of declaration of the award and the employees will only be
entitled to these bonuses on the condition that they are still employed by the Company at the scheduled payment
dates during the vesting period. These bonuses are cash-settled and from the 2015 award onwards, the Company
hedges the effect of the movement of SG SA’s share price to reduce market risk (see Note 12).

The indexation related to this variation in the price of SG SA shares only for current year was a loss of £603k
(2020: gain of £145k). The profit and loss recognised in the year related to the plan was an expense of £797k
(2020: £930k).

UK Share plan
The Share Incentive plan provides the opportunity for all employees to purchase SG SA shares out of gross pay.

For every four shares bought, SG SA will match one additional share. An employee may contribute £10-£150
from gross pay each month, but no more than 10% of gross pay. Matching shares are paid by the Company on a
monthly basis.
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NOTE 4: DIRECTORS’ EMOLUMENTS

2021 2020
£'000 £'000
Directors’ remuneration 848 718
Pension contributions to defined contribution schemes 7 11
855 729
Remuneration of the highest paid director:
2021 2020
£'000 £'000
Directors’ remuneration 298 252
Pension contributions to defined contribution 3 11
schemes
301 263
NOTE 5: OPERATING PROFIT
2021 2020
£'000 £'000
Additional impairment charge (199) (3,690)
Expected credit loss provision (425) 900
Operating rental recharges (2,988) (5,908)
Fees payable to Company’s auditor for:
- The audit of the Company’s annual accounts (1,150) (1,222)
- Other services (275) (225)
Dividend income received (refer to Note 20) 3,974 1,639

Included in administrative expenses are amounts recharged from other SG SA Group companies for £11,123k
(2020: restated £3,319k).
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NOTE 6: INTEREST INCOME AND EXPENSE

2021 2020
£'000 £'000
Interest income from deposits with Group companies (Note 11) 10,411 25,877
2021 2020
£'000 £'000
Interest expense on borrowings with Group companies (Note 13) 8,795 34,393
NOTE 7: TAXATION
The UK corporation tax rate applicable for financial reporting is 19% (2020: 19%).
(a) Analysis of the tax charge / (credit) in the year:
2021 2020
£'000 £'000
Current tax
UK corporation tax 25,985 17,614
Adjustment in respect of prior periods (172) 144
Total current tax 25,813 17,758
Deferred tax
Origination and reversal of temporary differences in the current year 159 159
Adjustment in respect of prior periods 118 333
Changes in Corporation tax rate (1006) 0
Total deferred tax 171 492
Total taxation on profit on ordinary activities 25,985 18,250
(b) Factors affecting the tax charge / (credit):
. ] 2021 2020
The charge for the year can be reconciled to profit and loss as follows: £1000 £1000
Profit on ordinary activities before tax 137,141 97,831
Tax on profit on ordinary activities at standard tax rate of 19% 26,056 18,588

(2020: 19%)
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Effects of:
- Expenses not deductible for tax purposes 584 120
- Non-taxable income (755) (311)
- Adjustment in respect of prior years and other (54) 475
- Changes in Corporation Tax rate (106) 0
- Financial Asset at FVTPL 258 (622)
25,983 18,250

(c) Deferred tax liabilities:
The deferred tax included in the balance sheet is as follows:

2021 2020

£'000 £'000
Depreciation timing differences 543 498
Provision for temporary differences 315 358
Equities at FVTPL (628) (429)
Loss/(Gain) investments at FVTOCI (1,880) (3,550)
IFRS 9 transitional adjustments 212 187

(1,439) (2,935)

The movement in the deferred tax liability during the period is as follows:

2021 2020

£'000 £'000
Deferred tax liability at 1 January (2,935) (363)
Amount charged to the income statement (160) (159)
Adjustment in respect of prior periods (118) (333)
Amount credited to other comprehensive income 1,668 (2,080)
Changes in Corporation Tax rate 106 0
Deferred tax asset at 31 December (1,439) (2,935)

Deferred tax assets are only recognized to the extent that they are more likely than not to be recovered.
The Company recognised all UK deferred tax assets and liabilities at a rate of 25% at which the deferred tax is
expected to reverse.

Legalisation has been passed in the Finance Bill 2021, to increase the main rate of corporation tax for the Financial
Year 2023 from the 19% currently in place to 25% with effect from 1 April 2023.
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NOTE 8: INTANGIBLE ASSETS

Other
Intangibles Totals £'000
£000
COST
At 1 January 2021 237 237
Movement - -
At 31 December 2021 237 237
AMORTISATION / IMPAIRMENT
At 1 January 2021 - -
Movement - -
Amortisation for the year - -
At 31 December 2021 - -
NET BOOK VALUE
At 31 December 2021 237 237
At 31 December 2020 237 237
NOTE 9: INVESTMENTS AT FAIR VALUE THROUGH OCI
2021 2020
Treasury Treasury
notes and notes and
bonds bonds
£'000 £'000
At 1 January 833,358 1,123,429
Additions (*) - 275,417
Disposals (*) (58,479) (576,919)
Coupon 32 (89)
Amortisation of premium/ discount (7,260) (5,380)
Revaluation (**) (20,212) 16,900
At 31 December 2021 747,440 833,358

Investments at FVTOCI consist of investments in treasury notes and similar bonds, for which the fair values are
determined using quoted prices in active markets.

(*) 2020 comparatives of additions and disposals of treasury notes and bonds data have been restated, with no
impact on net movement disclosed between the additions and disposals.

(**) £(8,190)k (2020: £6,748 k) of the mark to market has been recycled through profit and loss under trades that
have been designated as Fair Value hedges.
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NOTE 10: FINANCIAL ASSETS AT FAIR VALUE THROUGH P&L

2021 2020

£000 £'000

Derivative financial instruments 2,737,915 3,009,938
Fidelity Plan Hedge 175 -
Investment in joint venture 64,284 69,600
Equities investment 2,956 2,623
2,805,330 3,082,161

Derivative financial instruments consist of interest rate, foreign exchange, credit derivatives, equity contracts for
which the fair value is estimated using a discounted cash flow model that includes assumptions supported by
observable market prices or rates.

Altura Markets S.V. is a 50% joint venture between the Company and Banco Bilbao Vizcaya Argentaria, S.A. that
is incorporated in Spain and whose principal place of business is Via de los Poblados 3, edificio 2, planta 1, Parque
Empresarial Cristalia, 28033 Madrid. In accordance with the by-laws of Altura Markets S.V., all the shares of
Altura Markets S.V. have the same political and economic rights and therefore SGIL shares are ranked pari passu
with those held by Banco Bilbao Vizcaya Argentaria, S.A. with the same voting rights, dividend and capital
distribution rights attached to them.

The Directors have elected to hold the investment at fair value through profit and loss as the Company is exempt
from preparing consolidated financial statements. The Euro denominated investment is economically hedged by a
borrowing in euros included in financial liabilities at fair value (Note 12). The revaluation of the investment has
been performed twice in 2021 based on the net book value. Consolidation of Altura Markets S.V. occurs at the SG
SA level (The parent company is disclosed in Note 21).

Financial assets at fair value include amounts due from other SG SA, Group companies for £2,554,930k (2020:
£626,377k).

NOTE 11: TRADE AND OTHER RECEIVABLES

2021 2020

£'000 £'000
Amounts falling due within one year:
Financial assets with brokers, exchanges and clearing houses 12,548,226 6,759,031
Securities purchased under resale agreements 9,840,096 11,389,640
Receivable from customers and banks 4,056,170 2,354,544
Settlement account on securities transactions 67,511 27,979
Trade debtors 3,214 2,895
Other debtors 52,591 51,609
VAT receivable 11,825 8,601

26,579,663 20,594,299
Allowance for impairment losses (24,662) (25,003)

26,554,971 20,569,296

Amounts falling due after one year:
Intragroup loans 1,019,000 1,164,000

1,019,000 1,164,000
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Included within Other debtors are interest receivable on commitments from DPS activity and Transfer Pricing

amounts for the Listed Derivatives business.

Included within receivable from customers is £24,662k (2020: £25,003k) of assets that are impaired.

Included within trade debtors are aged brokerage receivables which are past due, but not impaired:

2021 2020

£'000 £'000

7-12 months 742 772

13-18 months 277 565

19-24 months 315 261

25-36 months 29 0

1,363 1,598

e L. . . . ) 2021 2020

A reconciliation of the allowances for impairment losses is as follows: £000 £000

At 1 January (25,003) (23,157)

Additional impairment charge (199) (3,690)

Write-off 1,219 0

Recovery charge (425) 900

Exchange rate (255) 944
movement

(24,662) (25,003)

Trade and other receivables include amounts due from other SG SA group companies for £7,278,703k (2020:

£8,370,796k).

This includes fifteen intragroup loans with SG SA:

Amount| Amount . Fair Value of
2021 | 2020 V;;'t‘: nTl:::fritfy I“tﬁ/roe;t;ate I';tye;:“ Fair Value of the | the loan at
£000 | £000 A loan at 31.12.2021 | 31.12.2020

£000 £000

320,000 | 400,000 | 17/12/2015 | 4 Years | 2.90% Fixed 338,546 436,412

80,000 | 80,000 | 17/12/2018 | 7 Years | 231% Fixed 88,604 94,476
80,000 | 80,000 | 17/12/2019 | 8 Years 1.72% Fixed 85,951 91,400
59200 | 66,600 | 10/10/2019 | 8 Years | 235% Fixed 63,851 74,441
87,400 | 87.400 | 17/12/2020 | 9 Years | 0.99% Fixed 88,571 94,378
35,000 | 35,000 | 25/03/2020 | 9 Years 1.61% Fixed 37,589 40,025
27,500 | 27,500 | 25/03/2020 | 8 Years 1.54% Fixed 29319 30,999
27,500 | 27,500 | 25/03/2020 | 7 Years 1.53% Fixed 29,151 30,770
7,500 | 7,500 | 25/03/2020 | 6 Years 1.49% Fixed 7,853 8,279
7,500 | 7,500 | 25/03/2020 | 5 Years 1.46% Fixed 7,816 8,186
7,500 | 7,500 | 25/03/2020 | 4 Years 1.40% Fixed 7,740 8,057
7,500 | 7,500 | 25/03/2020 | 3 Years 1.30% Fixed 7,684 7,920
7,500 | 7,500 | 25/03/2020 | 2 Years 1.17% Fixed 7,632 7,786
114900 - | 22/122021 | 3 Years 1.39% Fixed 117,475 -
SONIA+
150,000 | 150,000 | 17/01/2019 | 3 Years | 1.0793% | Variable 153.872 154,332
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NOTE 12: FINANCIAL LIABILITIES AT FAIR VALUE THROUGH P&L

2021 2020
£000 £'000
Fidelity Plan Hedge 0 690
Derivative financial instruments 2,738,555 3,023,805

2,738,555 3,024,495

Derivatives consist of, interest rate, foreign exchange and equity instruments for which the fair value is estimated
using a discounted cash flow model that includes assumptions supported by observable market prices or rates.

The terms of the hedge are designed to exactly match the indexation of the nominal amount of the bonus and the
instalment dates and structure. The hedge will be settled in cash, and not in physical shares. The fair value of the
hedge item amounts to £175k (gain) as at December 2021 (2020: £690k loss).

Financial liabilities at fair value include amounts due to other SG SA, Group companies for £2,564,145k (2020:
£456,813k).

Fair Value hedges

As mentioned in SGIL Risk Management Framework (RMF), one of the risks that potentially impacts the
processes and activities of the business is the structural interest risk which is defined as the potential alteration of
the Company’s net interest income and/or net asset value caused by variations in interest rates.

Hedge accounting enables SGIL to protect itself against changes in the fair value of fixed-rate bonds (hedged item)
due to changes in interest rates (hedged risk).

- If rates rise (as the bank anticipates), the fair value of the bond decreases while that of the swap increases;

- If rates fall, the fair value of the bond increases while that of the swap decreases.

No other risks will be hedged (e.g. credit-driven price changes).

The following tables details the hedge ineffectiveness arising from the hedging relationship and the line in profit
or loss in which the hedge ineffectiveness is included:

Hedging Instruments - Interest rate swaps contract
Average Contracted . - Cremg n falr VSIS Fair value of the hedging
. Notional Principal Amount recognising hedge . e
fixed interest rate . . instrument (liabilities)
ineffectiveness

2021 2020 2021 2020 2021 2020 2021 2020

% % £000 £000 £000 £000 £000 £000
1 1 £272,519 £315,925 £(311) £(8,481) £272,207 £307,444
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Hedged item — Fixed rate bonds

Accumulated
Accumulated amount of a;gwsl:;l(;ifs\;?
FVH adjustments on the Line item in the statement Change in value Ju
. . . . . o . SOFP for hedged
Nominal amount of the | hedge item included in the of financial position used for calculating .
. . . . items that have
hedge item carrying amount of the (SOFP) in which the hedge
o S . . ceased to be
hedged item: debit hedged item is included ineffectiveness .
. adjusted for
/(credit) . .
hedging gains
and losses
2021 2020 2021 2020 2021 2020 2021 2020
£000 £000 £000 £000 £000 £000 £000 £000
£272,519 | £315925 | £272.680 | £322,628 | Financial assetsat Fair £161 | £6,703 | £149 | £128
value through OCI

Hedged item

Line item in P/L in which
hedge ineffectiveness is

Amount of hedge
ineffectiveness recognised

in profit or loss (P/L) included

2021 2020

£000 £000

£149 £1,778 Net Gains and Losses

Interest rate swap contracts exchanging fixed rate interest for floating rate interest are designated and effective as
fair value hedges in respect of hedging the interest rate risk.
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NOTE 13: TRADE CREDITORS AND OTHER PAYABLES

2021 2020
£'000 £'000
Securities sold under agreements to repurchase 8,861,812 8,895,852
Payables to customers and banks 34,140,466 20,537,825
Settlement accounts on securities transactions 51,692 30,995
Trade creditors 105,321 102,359
Other creditors 71,602 49,504
Current tax payable 670 3,042
Other tax payable 122 (56)
Accrued interest on subordinated 1,044 2,012
debt
Deferred income 0 3,001
43,232,730 29,624,534

Included in other creditors are mainly interest payable on commitments from DPS activity.
Trade creditors and other payables include amounts payable to other SG SA, Group companies for £27,273,554k
(2020: £17,662,779Kk).

This includes £5,126,230k (2020: £2,612,320k) drawn down against a £8,277,496k (2020: £8,441,364k) facility

with SG SA, in tranches that are repayable from overnight to 1 year that bear a weighted average outstanding
negative interest rate of -0.32% (2020: -0.12%), the terms of which are determined by SG SA Group treasury.

NOTE 14: SUBORDINATED DEBT

2021 2020
£000 £'000
Subordinated debt 150,000 295,000

The subordinated loan of £150,000k maturing in January 2029 was bearing an interest of GBP LIBOR 3M +
3.22% per annum and has been re-benchmarked to SONIA +3.3393% per annum in December 2021.
The carrying value of the subordinated debt approximates its fair value at 31 December 2020.

The accrued interest payable of £1,044k (2020: £2,012k) is mentioned in Note 13.

On the 31 March 2021, SGIL repaid £145,000k of subordinated debt.
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NOTE 15: PROVISIONS AND CONTINGENT LIABILITIES

Deferred Bonus Other Provisions Totals

£'000 £000 £'000
At 1 January 2021 300 2,782 3,082
Charge for period 177 1,676 1,853
Utilisation (231) (1,559) (1,790)
Reversals (39) (1,784) (1,823)
Revaluation (D (50) 51
At 31 December 2021 206 1,065 1,271

The deferred bonus provision is an assessment of the bonus payable to eligible employees that are deferred for up
to 3 years from the date the bonus is awarded.

Contingent liabilities

From time to time the Company is required to provide information to regulators and other government agencies
as part of informal and formal enquiries or market reviews. Notwithstanding the uncertainties that are inherent in
the outcome of such matters, there are no individual matters which are considered to pose a risk of material adverse
financial impact on the Company’s results or net assets.

NOTE 16: SHARE CAPITAL

Authorised and issued:

. 2021 2020
Number Nominal value £1000 £1000
Share capital 1,150,000,000 £1 1,150,000 1,150,000

In respect of 2021 financial year, the Board have recommended the payment of a dividend on the ordinary shares
of £141.3m (2020: £79.6m) at £0.1229 per share.

NOTE 17: CLIENT MONEY BALANCES

As at 31 December 2021 segregated Client Money balances held on behalf of clients with banks, exchanges,
clearing houses and brokers in segregated accounts amounted to £17,136,383k (2020: £8,017,984k). These
balances do not constitute part of the balance sheet of the Company.
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NOTE 18: TRADING DERIVATIVES AND OTHER FINANCIAL COMMITMENTS

2021 2020
£'000 £'000

Commitments granted
Equity and index instruments 247,439 5,128,132
Firm instruments 247,439 5,128,132
Foreign exchange instruments 446,645,802 386,004,567
Firm instruments 313,624,438 243,375,830
Options 133,021,364 142,628,737
Interest rate instruments 272,519 3,495,013
Firm instruments 272,519 3,495,013
Guarantee commitments granted 12,452,419 8,589,556
Securities pledged as collateral 3,716,251 4,678,550
Total commitments granted 463,334,429 407,895,818

Commitments received
Equity and index instruments 246,458 5,126,711
Firm instruments 246,458 5,126,711
Foreign exchange instruments 446,645,722 386,009,401
Firm instruments 313,624,358 243,380,664
Options 133,021,364 142,628,737
Interest rate instruments 272,519 3,495,013
Firm instruments 272,519 3,495,013
Guarantee commitments received 20,433,137 13,550,344
Securities received as collateral 4,262,560 3,778,990
Total commitments received 471,860,395 411,960,459

SGIL may lend, pledge, re-pledge, hypothecate or re-hypothecate, on any terms, any collateral held in the
customer’s account or transferred by the customer. The customer agrees that SGIL may grant a security interest
over or title to margin or collateral provided by the customer to cover any obligations owed by SGIL to an
intermediate broker, counterparty, exchange or clearing organisation, including obligations owed by virtue of the

positions held by such entities for other customers.
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NOTE 19: FINANCIAL INSTRUMENTS

Financial assets and liabilities include, but are not limited to, cash and derivative products that primarily represent

the investment, trading and customer facilitation activities.

Categorisation of financial assets

Financial Assets lznari(:la: Financial Assets Totals
at FVTPL ssets a at Amortised Cost
£1000 FVTOCI £1000 £'000
£'000
Financial assets 2,805,330 747,440 - 3,552,770
Trade and other receivables - 27,586,808 27,586,808
Cash and cash equivalents - 16,477,676 16,477,676
At 31 December 2021 2,805,330 747,440 44,064,484 47,617,254
Financial Assets 12:;1121:: Financial Assets Totals
at FVTPL at Amortised Cost
£000 FVTOCI £1000 £'000
£'000
Financial assets 3,082,161 833,358 - 3,915,519
Trade and other receivables - 21,749,698 21,749,698
Cash and cash equivalents - 8,759,915 8,759,915
At 31 December 2020 3,082,161 833,358 30,509,613 34,425,132
Categorisation of financial liabilities
Financial Financial Totals
Liabilities at Liabilities £'000
FVTPL Amortised Cost
£'000 £000
Subordinated debt 150,000 150,000
Financial liabilities 2,738,555 2,738,555
Trade and other payables 43,231,938 43,231,938
At 31 December 2021 2,738,555 43,381,938 46,120,493
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Financial Financial Totals
Liabilities at Liabilities £'000
FVTPL Amortised Cost
£'000 £'000

Subordinated debt - 295,000 295,000
Financial liabilities 3,024,495 - 3,024,495
Trade and other payables - 29,618,547 29,618,547
At 31 December 2020 3,024,495 29,913,547 32,938,042

Financial Risk Management

The Company faces a number of risks as part of its normal day to day business. The principal risks and
uncertainties faced by the Company are detailed in section 9 of the Strategic Report.

Liquidity Risk

Liquidity risk is defined as SGIL’s inability to meet its financial obligations at a reasonable cost. SGIL assesses
this risk over various time horizons via stress tests including intraday liquidity risk, as they fall due.

Funding risk is defined as the risk that SGIL will not be able to finance the development of its businesses at a
scale consistent with its commercial goals and at a competitive cost compared to its competitors.

The Risk department monitors the Metrics on daily basis and reports to the Board any breaches on a monthly basis.
SGIL will always hold liquid assets to ensure compliance with Overall Liquidity Adequacy Rule (OLAR). In
addition, there is daily monitoring analysis sent to senior management on SGIL’s liquidity positions. Given the
short-term nature of SGIL’s execution only prime brokerage and agency transactions, the Company considers this
appropriate due to its belief that holding liquidity resources sufficient to survive in excess of 35 days would provide
enough time to either outlast a stress event and / or take mitigating actions to address its impacts.

In addition to the compliance with the internal stress requirement, SGIL comply with the Individual Liquidity
Guidance communicated by the FCA on the daily basis.

Maturity analysis of financial liabilities

Overnight 1-3 months 3-12 1-5 Greater Totals

months years than 5

years
£'000 £000 £000 £'000 £'000 £'000
Subordinated debt - - - - 150,000 150,000
Financial liabilities - 2,059,430 649,073 30,052 - 2,738,555
Trade and other payables 29,370,807 9,438,807 4,407,181 15,142 - 43,231,938
At 31 December 2021 29,370,807 11,498,237 5,056,254 45,194 150,000 46,120,493
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Overnight 1-3 months 3-12 1-5 Greater Totals

months years than 5

years
£'000 £000 £'000 £'000 £'000 £000
Subordinated debt - - - 145,000 150,000 295,000
Financial liabilities 135,946 1,990,608 779,509 118,136 296 3,024,495
Trade and other payables 21,670,998 7,945,423 - - - 29,616,421
At 31 December 2020 21,806,944 9,936,031 779,509 263,136 150,296 32,935,916

The amounts above represent the undiscounted contractual maturities of financial liabilities.

Credit Risk

Credit Risk (including concentration risk) is defined as the risk of losses arising from the inability of SGIL’s
customers, issuers or other counterparties to meet their financial commitments.

The largest risk exposures, for customers trading listed futures and options subject to Initial Margin Requirements
(IMR), are regularly reviewed. These balances comprise 42% (2020: 43%) of the total credit and counterparty
risk-weighted asset exposure. A further 29% (2020: 21%) consists of excess cash held overnight at banks, central
clearing counterparties, and Intermediary Brokers (predominantly with other SG SA Group entities) for daily
settlement.

The Company uses the IMR as it is a standard market metric used for listed derivatives counterparties. The
counterparty credit rating of customers subject to IMR as at 31 December 2021 is as follows:

2021 2020

Moody’s/S&P or Fitch rating equivalent: % %
Investment Grade 88% 79%
Aa3/AA- and above 2% 0%
Al to A3/A+to A— 53% 43%
Baal to Baa3/BBB+ to BBB— 34% 36%
Non - Investment Grade 12% 21%
Bal to Ba3/BB+ to BB— 8% 16%
B1 to B3/B+ to B— 4% 5%
100% 100%

Exposures are largely spread across counterparty types but concentrated on Investment grade counterparties. The
Non-Investment grade counterparties mainly comes from the Hedge Funds. The proportion of Hedge Funds is 4%
of all the counterparties in 2021 (2020: 7%). These counterparties are always classified as Non-Investment grade
and treated as such in the credit monitoring process through the collateral policy.

Exposures with counterparties are measured at the counterparty level against a set of limits defined and monitored
by the Risk Department and trading is allowed only if limits have been validated. Counterparty credit limits are
reviewed annually or more often if a specific event necessitates a reassessment.

SOCIETE
GENERALE Page | 59



DocuSign Envelope ID: 6A0FBB43-04DA-4955-9BEC-8819DED4724B

Société Générale International Limited (Registered number: 05407520)

Market Risk

Although not considered one of the main risks for SGIL as mentioned in the section 9.5 of the strategic report, the
Market Risk is the risk of a loss of value on financial instruments arising from changes in market parameters, the
volatility of these parameters and correlations between them. These parameters include but are not limited to
exchange rates, interest rates, and the price of securities (equity, bonds), commodities, derivatives and other assets.

e  The Company is mainly exposed to the US dollar and Euro currencies and a 1% change in Sterling against all
foreign currency denominated monetary assets and liabilities at 31 December 2021 would decrease the Company’s
profit before tax by £593.5k (2020: increase in profit before tax of £1,846k).

e A 1% parallel change on the interest rate (holding all other variables constant) at 31 December 2021 would

decrease the Company’s profit before tax by £13,802k (2020: decrease by £4,286k).

e  Both equity and commodity portfolios arise from fully hedged trading positions and therefore the Company

faces minimal market risk exposures.

IBOR transition

The Company is exposed to the following interest rate benchmarks which are subject to the interest rate benchmark
reform:

e GBP LIBOR;

e USD LIBOR;

e JPY LIBOR; and

e EONIA.

They are collectively ‘IBORs’. The exposures arise on derivatives and non-derivative financial assets and
liabilities.

The Company has fair value hedges affected by the interest rate benchmark reform. Hedged items include GBP,
USD and EUR fixed rate debt securities. Hedging instruments include IBOR-linked interest rate swaps. The
Company also has cash deposits from clients from CCP along with banks.

The Company has and will continue to closely monitor the market and the output from the various industry
working groups managing the transition to new benchmark interest rates. This includes announcements made by
LIBOR regulators (including the UK FCA and the US Commodity Futures Trading Commission (CFTC)
regarding the transition from LIBOR (including GBP LIBOR, USD LIBOR and JPY LIBOR) to the Sterling
Overnight Index Average rate (SONIA), the Secured Overnight Financing Rate (SOFR), and the Tokyo Overnight
Average rate (TONA) and announcements on the transition from EONIA to Euro short-term rate (ESTR). The
FCA had made clear that, at the end of 2021, it will no longer seek to persuade, or compel, banks to submit to
LIBOR. Furthermore, EONIA will have ceased to be published from 3 January 2022.

It is important to note that USD Libor will continue until late 2023 and Euribor does not have a scheduled date to
be ceased. As consequence, the main impacts are generated from the transition of GBP Libor to SONIA and from
EONIA to €STR ceased at the end of 2021. The first (GBP Libor) mainly affects cash flows either on the Hedged
item and/or the derivative hedge while the second (EONIA) mainly affects the derivative hedge as result of the
respective amendment of the remuneration rate of the associated ISDA/CSA.

In response to the announcements, the Company has in place an interest rate benchmark transition programme,
under the name of the Risk Free Reference Working Group (RFRWG) which comprises the following work
streams: risk management, tax, treasury, legal, accounting and systems. The programme is under the governance
of the Chief Country Officer of Societe Generale UK who is a member of the SGIL Board.
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Risks arising from interest rate benchmark reform

The key risks for the Company arising from the transition are:

e Conduct risk: The transition to alternative benchmark rates could result in the risk of market or customer
misconduct, which may lead to customer complaints, regulatory sanctions or reputational impact. This includes
the risk of misleading clients, market abuse (including insider dealing and market manipulation), anti-competitive
practices, both during and after transition (such as collusion and information sharing) and risks arising from
conflicts of interest. The Company has in place strong project governance to oversee the transition to ensure this
risk is mitigated.

e  Pricing risk: The transition to alternative benchmark rates and the discontinuation of interest rate benchmarks
may impact the pricing mechanisms used by the Company on certain transactions.

e Interest rate basis risk: Interest rate risk basis may arise if a non-derivative instrument and the derivative
instrument held to manage the interest risk on the non-derivative instrument transition to alternative benchmark
rates at different times. This risk may also arise where back-to-back derivatives transition at different times. The
Company will monitor this risk against its risk management policy which has been updated to allow for temporary
mismatches of up to 12 months and transact additional basis interest rate swaps if required.

e  Liquidity risk: There are fundamental differences between IBORs and the various alternative benchmark rates
which the Company will be adopting. IBORs are forward looking term rates published for a period (e.g. 3 months)
at the beginning of that period and include an inter-bank credit spread, whereas alternative benchmark rates are
typically risk free overnight rates published at the end of the overnight period, with no embedded credit spread.
These differences will result in additional uncertainty regarding floating rate interest payments which will require
additional liquidity management. The Company’s liquidity risk management policy has been updated to ensure
sufficient liquid resources to accommodate unexpected increases in overnight rates.

e  Accounting: If transition to alternative benchmark rates for certain contracts is finalised in a manner that does
not permit the application of the reliefs introduced in the Phase 2 amendments, this could lead to discontinuation
of hedge accounting relationships, increased volatility in profit or loss if re-designated hedges are not fully
effective and volatility in the profit or loss if non-derivative financial instruments are modified or derecognised.
The Company has agreed changes to contracts that would allow IFRS 9 reliefs to apply. In particular, the Company
is not seeking to novate derivatives or close out derivatives and enter into new on-market derivatives where
derivatives have been designated in hedging relationships.

e Litigation risk: If no agreement is reached to implement the interest rate benchmark reform on existing
contracts, (e.g. arising from differing interpretation of existing fallback terms), there is a risk of litigation and
prolonged disputes with counterparties which could give rise to additional legal and other costs. The Company
notes all counterparties agreements currently have been reached.

e Regulatory risk: Regulatory models and methodologies are in the process of being updated (e.g. to
accommodate new market data). There is a risk that such models are not fully updated, tested and approved by the
regulator in time.

e  Operational risk: Our Company’s IT systems are undergoing upgrades to fully manage the transition to
alternative benchmark rates and there is a risk that such upgrades are not fully functional in time resulting in
additional manual procedures which give rise to operational risks.

For all of the Company’s derivatives that reference IBOR, the International Swaps and Derivatives Association’s
(ISDA) fallback clauses were made available at the end of 2020 and the Company has signed up to the protocol,
along with all the counterparties. This ensures all legacy trades that have not transitioned to a risk free rate will,
on cessation of IBOR, follow the fallback clause provided in the protocol.
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Investments in fixed rate debt securities

The Company holds investments in GBP, EUR and USD denominated fixed rate debt securities for liquidity
management purposes under a held to collect and sell business model. The investments are measured at fair value
through other comprehensive income. The interest rate risk of the securities is hedged using GBP, EUR and USD
RFR interest rate swaps.

Floating rate borrowing

The Company has floating rate debt linked to LIBOR (a loan advanced by SG SA for its Tier 2 capital
requirements). In the last quarter of the financial year, the Company transitioned its £150m loan, which matures
beyond the date that LIBOR will cease to be published, to SONIA. The Company has already agreed with the
counterpart that the £150m loan will be transitioned to SONIA on the next fixing date (17 January 2022). No other
terms were amended as part of the transition.

Floating rate customer advances and deposits

At the start of the year, the Company had floating rate advances to and deposits from customers, linked to GBP
LIBOR, USD LIBOR, JPY LIBOR and EONIA.

For these customer accounts, the Company’s response to interest rate benchmark reform is focused on treating
customers fairly and considers several aspects of transition including the reduction of clients’ exposures to legacy
IBOR contracts by amending or replacing existing contracts to include robust fallback provisions or replace IBOR
with relevant alternative benchmark interest rates.

A critical aspect of this response is also the development of new products linked to relevant alternative benchmark
interest rates. The Company developed a detailed communication plan with a focus on communicating with
customers in a way that is clear, fair and not misleading. This included customers being reached out through a
dedicated email letter explaining the change to their cash collateral interest conditions and more widely the CCP
conversions taking place in 2021. Communications have taken place in a timely manner to ensure that all
customers had time to consider the options available.

Our response also includes a rigorous training programme to ensure that relevant client-facing staff have adequate
knowledge and competence to understand the implications of IBORs ending and can respond to customers
appropriately. Each Business Unit provided bespoke training for staff on the LIBOR transition. In addition, SG
has eLearning modules related to benchmarks regulations which are mandatory for all relevant staff. During 2021,
there were two such mandatory trainings issued (Jan and July).

Updated trading guidelines were reviewed and communicated to all Front Office staff in Q1, Q2 and Q3 2021 to
address the ban on GBP LIBOR use after June 2021 — in line with the RFRWG’s milestones, plus there are periodic
“Can you speak IBOR?” all staff communications. Nine staff awareness sessions were organised in the first half
of April 2021 by the RFRWG.

In addition, dedicated technical training sessions were organised with specific teams on calendar and compounded
conventions. Front Office also implemented a Q&A gathering clients’ most asked questions to help the salesforce
to best answer clients’ questions. The project team also helps the salesforce to answer client queries through a
dedicated mailbox.

As a result of the Phase 2 amendments:

e  When the contractual terms of non-derivative financial instruments have been amended as a direct
consequence of the interest rate benchmark reform and the new basis for determining the contractual cash flows
is economically equivalent to the previous basis (i.e. the basis immediately preceding the change), the Company
changes the basis for determining the contractual cash flows prospectively by revising the effective interest rate.
If additional changes are made, which are not directly related to the reform, the applicable requirements of IFRS
9 are applied to the other amendments.

When changes are made to the hedging instruments, hedged item and hedged risk, as a result of the interest rate
benchmark reform, the Company updates the hedge documentation without discontinuing the hedging
relationship.
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Capital Management

The FCA stipulates the minimum level of regulatory capital to be maintained by the Company and it is the
responsibility of the Company’s Board of Directors to ensure the Company maintains sufficient capitalisation.

In order to comply with the Capital Requirements Regulation (CRR) and Capital Requirements Directive (CRD),
which together comprise CRD IV and the FCA’s IFPRU handbook which all came into force from 1 January 2014,
the Company has prepared a Pillar 3 Disclosure Document. A copy of this document can be obtained from the
Company Secretary, One Bank Street, London, E14 4SG or online at https://sgildisclosure.societegenerale.
com/en/useful-information/crd/

Through close monitoring, Senior Management ensure that SGIL has adequate financial resources to meet its
liabilities as they fall due, and that the level of capital is appropriate with respect to the risks. A Capital
Contingency Plan (CaCP) has a primary focus of maintaining absolute levels of capital to protect SGIL, its
customers and its reputation and ensure adherence to minimum Regulatory limits.

2021 2020
£'000 £'000
Tier 1 capital:
- Share capital 1,150,000 1,150,000
- Profit and loss reserves 330,660 308,922
- Intangible assets (237) (237)
Tier 2 capital:
- Subordinated debt 150,000 295,000
Total capital resources 1,630,423 1,753,685

Fair value measurement of financial assets:

The following table allocates financial assets measured at fair value to the three levels of the fair value hierarchy
described in Note 1 (page 33):

Level 1 Level 2 Level 3 Totals
£'000 £'000 £'000 £'000

Investments at FVTOCI 747,440 - - 747,440
Financial assets at FVTPL:
Shares and other equity i ) i i
instruments
Derivative instruments:
- Interest rate derivatives - (329) - (329)
- Foreign exchange : 2,737,719 : 2,737,719
derivatives
- E.qul‘Fy and index i 200 i 200
derivatives
- Commodity derivatives - - -
Investment in joint venture - - 64,284 64,284
Equity investment 2,956 2,956
At 31 December 2021 747,440 2,737,591 67,240 3,552,270
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Level 1 Level 2 Level 3 Totals
£'000 £'000 £'000 £'000

Investments at FVTOCI 833,358 - - 833,358
Financial assets at FVTPL:
Shares and other equity i ) i i
instruments
Derivative instruments:
- Interest rate derivatives - 63,380 - 63,380
- Foreign exchange - 2,686,496 - 2,686,496
derivatives
- Equity and index - 260,063 - 260,063
derivatives
- Commodity derivatives - - -
Investment in joint venture - - 69,600 69,600
Equity investment 2,623 2,623
At 31 December 2020 833,358 3,009,939 72,223 3,915,520

Movements in Level 3 financial assets during the year:

Fair value measurements categorised within Level 3 of the fair value hierarchy are the fair value of Altura Markets
S.V. investment based on its net book value and LME and SWIFT shares for which the fair value is based on the
latest available transactions. The fair value of these investments is sensitive to the changes in the net book value
of Altura Markets S.V., as well as on whether there are recent transactions in the market for LME and SWIFT
shares. Therefore, any changes to these inputs will result in higher or lower fair value measurement than initially

recognised.
Financial Financial
assets Assets at Totals
at FVTPL FVTOCI £'000
£'000 £'000
At 1 January 2021 72,223 - 72,223
Additions - - -
Disposals - - -
Revaluations (4,983) - (4,983)
At 31 December 2021 67,240 - 67,240
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Fair value measurement of financial liabilities:

The following table allocates financial liabilities measured at fair value to the three levels of the fair value
hierarchy described in Note 1 (page 33):

Level 1 Level 2 Level 3 Totals
£'000 £'000 £'000 £'000
Financial liabilities at FVTPL:
Shares and other equity ) i ) )
instruments sold short
Derivative instruments:
- Interest rate derivatives - 811 - 811
- Foreign exchange derivatives - 2,737,719 - 2,737,719
- Equity and index derivatives - 25 - 25
- Commodity derivatives - - - -
At 31 December 2021 - 2,738,555 - 2,738,555
Level 1 Level 2 Level 3 Totals
£'000 £'000 £'000 £000
Financial liabilities at FVTPL:
Shares and other equity ) i ) )
instruments sold short
Derivative instruments:
- Interest rate derivatives - 72,068 - 72,068
- Foreign exchange derivatives - 2,691,673 - 2,691,673
- Equity and index derivatives - 260,753 - 260,753
- Commodity derivatives - - -
At 31 December 2020 - 3,024,494 - 3,024,494

Changes in value of financial instruments at fair value

Changes in fair value recognised in the profit and loss account arising financial assets and liabilities held at fair
value (including derivative assets and liabilities — Note 10 and Note 12) are included in Net gains and losses on
financial instruments presented in Note 2.

Changes in fair value recognised in other reserve in respect of financial instruments classified at FVTOCI are
presented in Other Comprehensive Income (page 30). Subsequent gains or losses arising on FVTOCI realised
during the year and recycled in Net gains and losses on financial instruments presented in Note 2.
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Offsetting financial assets and liabilities:

The following table provides an analysis of the amounts that have been offset in the balance sheet:

Financial assets at fair value
Trade and other receivables

Cash and cash equivalents

Financial Assets at
31 December 2021

Subordinated debt
Financial liabilities at fair
value

Trade and other payables

Financial Liabilities at
31 December 2021

Financial assets at fair value
Trade and other receivables

Cash and cash equivalents

Financial Assets at
31 December 2020

Subordinated debt
Financial liabilities at fair
value

Trade and other payables

Financial Liabilities at
31 December 2020

SOCIETE
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Gross amounts Amounts Net amounts Amount not
£'000 offset on Balance offset but
£'000 Sheet subject to
£'000 enforceable
master
netting
agreement
£'000
26,924,801 (23,372,032) 3,552,770 (2,104,012)
47,134,270 (19,547,462) 27,586,808 (3,904,069)
16,477,676 - 16,477,676 -
90,536,747 (42,919,494) 47,617,254 (6,008,081)
150,000 - 150,000 -
26,110,587 (23,372,032) 2,738,555 (2,104,012)
62,779,400 (19,547,462) 43,231,938 (3,904,069)
89,039,987 (42,919,494) 46,120,493 (6,008,081)
Gross amounts Amounts Net Amount not
£'000 offset amounts on offset but
£'000 Balance subject to
Sheet enforceable
£'000 master
netting
agreement
£'000
28,993,645 (25,078,126) 3,915,519 (1,566,604)
40,724,092 (18,974,394) 21,749,698 (2,880,420)
8,759,915 - 8,759,915 -
78,477,652 (44,052,520) 34,425,132 (4,447,024)
295,000 - 295,000 -
28,102,621 (25,078,126) 3,024,495 (1,566,604)
48,592,941 (18,974,394) 29,618,547 (2,880,420)
76,990,562 (44,052,520) 32,938,042 (4,447,024)
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NOTE 20: RELATED PARTY TRANSACTIONS

Related Parties

The Company acts as clearing agent on behalf of the following Group companies:

Altura Markets. Sociedad De Valores, S.A.

SG Americas Securities Llc

SG Kleinwort Hambros Bank Limited

SG Securities (Singapore) Pte. Ltd.

SG Securities Korea, Ltd

Société Générale - Paris

Société Générale Securities Japan Limited
Société Générale Capital Canada Inc

Société Générale Private Banking (Suisse) S.A.
Société Générale Securities Australia PTY LTD
SG Securities Asia International Holdings Limited
SG Seoul

All trading transactions with related parties are subject to standard commercial terms and conditions.

Retrocession of net income, recharges of expenses, and other transfer pricing arrangements are in place with the

following Group companies:

Altura Markets. Sociedad De Valores, S.A.
Société Générale Securities Asia International Holding Ltd (Hong-Kong)
Société Générale Securities Australia PTY LTD
Société Générale Capital Canada Inc

Société Générale Securities Japan Limited

SG Securities (Singapore) Pte. Ltd.

Société Générale Global Solution Centre Private
SG Securities Korea Co. Ltd

SG Americas Securities. Llc

SG Americas Securities Holdings. Llc

SG Zurich

SG Singapore

Société Générale New York

SG London

Société Générale — Paris

e Société Générale European Business Services S.A.

All related parties are 100% owned subsidiaries of SG SA with the exception Altura Markets S.V. which is a 50%

joint venture between the Company and Banco Bilbao Vizcaya Argentaria S.A.

The following amounts were outstanding with non-100% owned related parties at the balance sheet date.
The amounts outstanding are unsecured and have no fixed date of repayment, settlement occurs in cash. Interest is accrued

for on the outstanding amounts.

Trade and other receivables Trade and other payables
2021 2020 2021 2020
£'000 £'000 £'000 £'000
Altura Markets, S.V. 41,834 5,959 150 233
Total 41,834 5,959 150 233
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During the year, the Company entered into the following trading transactions with non-100% owned related

parties:
Trade and other receivables Trade and other payables
2021 2020 2021 2020
£'000 £'000 £'000 £'000
Altura Markets, S.V. 249 0 150 233
Total 249 0 150 233

During 2021 SGIL received dividends from Altura Markets S.V. in amount of €4,631k equivalent of £3,974k
(2020: €1,807k equivalent of £1,639k).

NOTE 21: PARENT COMPANY AND ULTIMATE CONTROLLING PARTY

The Company’s immediate and ultimate holding company and the controlling party of the smallest and largest
group for which Group accounts are prepared is SG SA, which is incorporated in France. Copies of the Group
accounts of SG SA are available from the registered office at 29, Boulevard Haussmann, 75009 Paris, France.

NOTE 22: POST BALANCE-SHEET EVENTS

Russia-Ukraine war:

Following Russia’s invasion of Ukraine, a significant number of sanctions were implemented in UK and other
countries leading to a freeze of assets for targeted companies and individuals. Furthermore, volatility in global
financial markets has soared to unprecedented levels especially in the energy, metal, and agricultural commodities.
As of the date of approval of these accounts, SGIL has no exposure to Russia and Russian clients, and no material
losses arising from exposures to other organisations affected by these events. The circumstances surrounding these
events are evolving and the full extent of how these conditions will impact the Company are not yet known.
However, SGIL management has taken an active role to limit the impact of the market dislocation on the
Company’s scarce resources and risk profile through proactive client activity monitoring, in addition to actions in
line with government recommendations.

Dividend payments:
Subsequent to year end 2021, Altura Markets S.V. have paid SGIL a dividend of €36.2m, with a corresponding
reduction in the fair value of the investment.

In respect of the 2021 financial year, the Board have recommended the payment of a final dividend on the ordinary
shares of £141.3m (2020: £79.6m).
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