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American Express Services Europe Limited

Directors’ Report for the year ended 31 December 2021

The Directors present their, Directorg’ report and the-audi_'ted financial statements of American, Express Services
Europe Limited (“the Company” or “AESEL") for the year ended 31 December 2021.

PRINCIPAL ACTIVITIES

The Company is registered in England and Wales, domiciled in the United Kingdom and is. part of the American
Exptess -group. of 'compani"es (“the Group™). The Company's immediate parent is American Express Holdings
Limited. The ultimate parent and control]mg entity is American: Express. Company, incorporated in the United
.St_ate_s_ of America.

The princip_a[_act_iv‘ig'y -of the Company .is'fhc provision of finahcial services in relation t¢ payment services.

The. Company is engaged in the issuing of a wide range of charge cards and revolving credit cards. including the
provision of products and services related to consumer and corporate clients, The Company-also offérs a range
of foreign cutrency payment- solulluus logether with a range of rewards schemes including those-which award
customers whoe held the Compan) 5 cards ( ‘Cardmembers™) lents based ou the amount they spend

The: majorifv -of customer services related to the issued cards are provided by the Companv through its own
-organisation. In the past the. company operated in many. European countries using a combination of passporting_
and/or-its branch structure to.issue cards. On 1 March 2019, the Company- transferred certain passporting reliant
card issliing operations in Europe (“business transfer’ ) to its Spanish. subsidiary, American-Express Europe $.A,
(AEESA) and: [talian subsidiary, American Express ltalia Sr.l. {(AEI). At the reporting date a number of these
branches remain but they either only perform activities which are not reliant on passporting or-are in the process
of being deregistered.

The. Company also provides _utl'l'er_ services to companies within. the: Greup- including technology, support,
-entrepreneurial and steategic services as well as-Card Member servicing.

'.20_2'{] European Insurance back book transfer

On 1 March 2020 the Company disposed of ifs European insurance back book to- an affiliate company,
American Expréss International Inc: (Germany Branch) ini order to rationalise the Eiropean insurance legal
‘entity footprint aéross the Group. The consideration paid for the underlying back book policies was €4,3m and
net assets with a-face value of £2.8m were transféiréd.

‘Supervision and Regulation

The Conipany is licensed by the Fihancial Conduet Authority (FCA) as an authorised payiment institution under
the Payment Services Regulations. 2017. The Company uses this licence to perform regulated payment services
‘in the UK. The C"om'p'aﬁ'y is.also. aithorised hy the FCA to perform regulated consumer credit and insurance
mediation activities. The Company uses its Consumer Credit licence to offer cofisumer “credit to UK
Cardmembers, As a result-of the business transfer on 1 March 2019, regulated payment services and prevision
of consumer credit outside the UK have. beell offered by two: subsidiaries of the Company, AEI with respect to
the -card issuing business in Italy .and AEESA (and its branches) with respect to the residual card issuing
busifiess in the EEA that the Compary previously opérated butside of the UK-and Ttaly.

The finaricial. ‘services industry in the UK, including ‘the Company, is sibjéct to rigorous scrutiny, high
regulatory expectations, and a range of regulations. Iin addition to the FCA, the Compiny's activities are subject
to-regulation. and- superwsmn by the ‘Payments Systemns Regulatot (PSR} and the Information Commissioner's
Office (ICO) Regulators have focused, and we believe will continue to focus, considerable attention . on
reviewing compliance by.financial services firms with laws and regulations, and as a result, we continually work
1o evolve arid improve our risk management framework, govémanee structures, practices and procedures.
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American Express Services Europe Limited

Directors’ Report for the year ended 31 December 2021 (Continued)
Supervision and Regulation (continned)

Reviews.to assess compliance with laws an:d rcgulations by regulators, as well as our. own internal-reviews, have
resulted in,-and are li_kély 1o continue to result in, chan ges to our products, practices and procedures, restitution
16 our custorners and increased costs related to regulatary ¢versight, supervision and examination, We have dlso
been subject to regulatory actions and may: continue to be the subject of such actions;. including govemmental
inquiries, ilivestigdtions, enforcement -proéeedings-and the imiposition of fines or civil money penalties, in the.
event of noncompliance or alleged noncompliarice with laws or regulations.

Key regulations and develepments:

In.2015; the EU adopted legislation in tio parts, covering a wide range of topics acrdss the payments industry.
“The: first part was.an BU-vide regulation oii interchange fees (the Intérchange Fee Reguiation): the second
consisted of the Revised Paymént Services Directive (the PSD2). The Group engages with the regulatory
authorities responsible for enfbrci_'ng this legislation in the UK, the FCA and the PSR, as required, which oversee:
compliance with this legislation in-the UK.

The PSD?2 inakes tévisions to the original Payment:Services Directive adopted in.2007 (PSD) and prescribes:
common tules dacross the EL) for licensing and supervision - of payment service providers: It also contains
regulatory requirements on strong -customer authentication, open access to customer daia and payment
capabilities, and measures to prevént security incidents. Member States had uritil 13 January 2018 to transpose
the-PSD2 inta national law. AESEL and the Group have aken ‘steps to comply with the legislation, including the
strong customer authentication requirements which réquired full complisnce by March 2022,

American Express was the subject of a. £0:09m fine levied by the ICO, due to breaches of the UK Privacy
“Electronic Communications Regulations 2003 (PECR), in May 2021. This was following an investigation
commenced by the ICO in June 2019 and related to a number of “servicing” emails that the 1CO deemied to be

“matketing”. Following the initial mvestigation changes were made to the governance processes, training
‘materials, and supporting policy and guidance.

The FCA introduced a range of measures in 2020 - 2027 to.support custonicrs who exper;enced a change in
financial circumstances due to Covid-19. This included final guidance on' improving prudential risk
'mandgement and the safeguardifig of customer funds for payments firms ("Coronawrus and safeguarding
customers” funds! additional gnidance for, payment and e-money firms™). In addition te this, the Company has
[implemented its: own measures to support both Cardmembers- impacted by Covid-19, and also ’_[ho_se requiring
ass_'ista_nce in the fufure. FCA'feedba{:'k. throughout the pandemiic has led the Company to 'incr_e'ase‘-the‘-'ﬂex'ibili:y
that it is able to offer cardmembers in financiaf (and non-financial) difficulties, For example, the offering of
Income & Expenditure (I&E) forms is mow mandgtory for all instaiices of financial hardship dnd greater tholight
is provided to the end-to-end customer journey. This remains a.key area of interest for the:régulator; with the
Company being engaged in several thematic reviews across the year focusing o Borrowers in Finanéial
‘Difficulty (BlfD) As a result, the Company continues to:enhance its processes in this area.

American. Express has also. continued to- engage. with the FCA throughout 2021 in respect of its Implem entation
:of the Senior Managers. & Certification Regime (SMCR), with a particular focus on_governance arrangements.
Given th_e..reportmg lines outside of AESEL into the wider group, the FCA gqueried the indeperdence and
challenge available to AESEL Board Members/Advisors. As 4 result -of tkis, AESEL has adopted a. “dual
reporting’ strucuue*-’ where the relevant Senioy Managemert Functions (SMFs) also have & dottéd line into the
Counity Manager.

The FCA originally corisulted on proposals -for “Building Operational Resilience™ in Degember 2019, the
‘outcome of which w as delayed due to. the pandemic. Final ridles however were made in March 2021, w1th an
implementation date- of March 2022, The new measures are partly as a response to several high-profile iT
failures within. the UK banking mduatry As such, by 31 March 2022, American Express had identified its
[mportant Busmess_ Services {IBS), set imgact. tu]erances for eacly: of these and Idemn" ed any vulnerabilities.
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American Express Services Europe Limited

Directors’ Report for the year ended 31 December 2021 (Continued)

‘Key regulations and developments (continued)

American Express will then have until 2025 to ensure that it-can stay within these impact tolerances. The Board
must -assess this on at least an-annual basis going forward and prepare a self-assessmefit document that is
regulator ready.

Another significant piece of FCA regulation due to commence in 2022 is the fiew “Consumer Duty”. These
rules come into force in July. 2022 and aim to improve the -oumtcomes that customers are: achieving by
introducing a new Principle' (PRIN) and focusing on four outcomes. (i) Consumer Understanding (ii) Products
& Services:(iii) Customer Support (iv) Price & Value. This. development will requite a lot of uplift across. 2022
in'key areas such Management Information (M), feedback mechanisms and documentation of outcomes at all
‘stages-of the custoiner journey..

Across 2021, and through 2022, AESEL is also engaging in-a large réview of its anti-thoney laundering (AML)
framework, and 'upliﬂing_ policies: and -procedures when improvements are iden’tiﬁed_. AESEL has been
providing the FCA svith quarterly updates as to its:progress against the action plan that has been set out.

STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS

The ‘Group is 2 globaily integrated payments organisation that provides customers. w1th access to products,
insights and experiences that-enrichi lives-and build business success. American Express’ purpose, values and
strategies -are- determined at a global level prior to being communicated to and implemented in local
jurisdictions. Given the glaobal nature and complexity of the Group’s business operations, the. Group has
implemented a matrix crganisational structure. This is composed of an extensive global network of legal
entities. from which it conducts its activities.. The Company sits within this structure:and is prlmarll} responsible
for the Group’s card issuing acfivities in. the. UK, in addition to providing strategic and o_per_atlonal_ servicesto
«other legal entities within the Group. It is the Company Board’s responsibility. to implement pelicies, principles
and strategies in a2 manner that aligns with those set at the giobal level, while taking into account local
legislation, 'op_erationa]_ requirements and opportunities, thereby conifibuting o a cohesive approach across. the
.otganisation.

The Board recognises the importanice of good corporate governance and rigorons -supervision of the
management. of the Company to ensure that business operations are-conducted competently, with integrity and
due regard 1o the interests of all stakeholders. Consequently, under the Companies. {Miscellaneous Reporting}
Regulations 2018, the Company applies the Wates Corporate Governance Principles for Large Private Limited
Companies: (published by the Financial Reporting Council (FRC) in December 2018 and available.on the FRC'
website). Details of the Company’s corporate govemnance arrangements are set out below,

*  Purpose and leadership

American Express strives to provide the world’s best customer experience every day and to become essential to
customers By providing differentiated products and services to help them achieve their aspirations. The Board
is responsible for overseeing the. Company’s strategy, decisions, processes and culture in a manner that aligns'
with the Group’s global approach, which provides for the lon _g-térm' siistainability of both the Company and the
Group’s business. To tliis end, the Board hold regular meetings with key stakéholders actoss the Coimpany’s
lings of bosiness and other départmental groups 1o ensure that proper-oversight and control of the Company*s
‘business ‘s maintained and, wheré necessary; to provide constructive challenge: This enables the Company’s.
business and wider Group organisation to pursué opportunities in a manner consistent with- American Express’
principtes. American Express’ vision and stratégies, while initially set af the global level, are designed to take:
aceournit -of the specific circumstances of different jurisdictions. The strategy for the UK (the Coimpany’s
primary market) is regularly conimunicated ‘across the UK organisation in various formats such as. intemnal
announcements by sénior. leaders, many of whom- sit on tlié Board, and/or regular leadership preséntations
{“town. halls”) that outlitie the progress of and. developments within the UK business. In addition, the
Chairperson of the Board is also the UK Country Manager and regularly communicates to the UK organisation
©on various matters. irapacting the UK ‘organisation. ‘The UK Country Manager has respensibility for the UK
market; ensuring tollaboration. actoss multiple YK lines of business in support of ‘the Greup's sfrategic
objectives and initiatives.

The brand and dtiribites — trust; seciirity. and service — of American Expréss are: key asséts and the Group's
‘continued success depends on its ability to preserve, grow arid leverage the values of the brand.
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American Express Services Europe Limited

Directors’ Report for the year ended 31 December 2021 (Continued)
STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (Continued)

American Express’ ability to attract and: fetain customeérs is highly dependerit upon the external perceptions of
the organisation, mcludmg its trustworthiness, business practices and werkplace culture. The Group invests

heavily in managma, marketing; promoting and protecting the brand with the Ccmpany schIﬂcally focusing

on. developing and enhancing the brand in the ‘UK, The Board, being comprised of senior UK -based

represéntatives from each line of business and other -critical functions, s well placed to provide: the necessary

teadership, input anhd challenge required to manage, market, promote and-protect the brand. The Board is also

able to ensure that a high level of accountability across the business is maintained so that pmduct offerings-and

services are consistent with American Express’ brand and values, While not, legal entity specific, the Company

also benefits from American Express internal policies which provide for effective procedures. in. cases of '
misconduct, anti-cofruption, conflicts of interests, whistleblowing and more. American Express’ culture and

internat pohcws align with the overall purpose, strategy and brand of American Express where the Group holds

jtself to the highest standards of businéss- ethics and mtegrlty

+  Board composition

Thie Boaid is comprised of seven executive difectors and is chaired by the UK Country Manager whd plays an
important role i promoting open debate and constivctive discussion. The UK. Country Managet was C Dueiden’
thronghout 2021 and H Lewis. tock gver the role in early 2022. Tlié Chair of the Board works closely with the:
Company Secietary te énsure that the Board receives accurate information in a clear and timely manner
necessary-for the Board to make informed decisions. The Chair alse providés the léadership, guidance and
challenge required for the Board, and individual direcfors, to remdin effective in the task of setting and
implementing the Company’s direction and stratégies.

The Company's business activities are comprised.of mu[t‘lple lines of businéss in a complex and regulated
industry. Consequently, it is-essential that the Board possesscs thie necessary collective- knowledgc experience:
-and skills in order to operate effectively. As such, the Board is- comprised of sénior UK. based representatives
from each line of business -and other crifical functions thereby. enabling increased levels of oversight and
.accountability at the board level. The Board, together with its advisors, possess significant experience in arcas
such as gerieral management; finaice, sales/marketing,  risk managerhent, operations; technology, law, and
“regulatory compliance necessary to provxde effective oversight. The Bodrd’s composition is' reviewed. regilarly
to-ensute that the Board-maintains the correct balance of skills and experience necessary to fimction properly
-and keep abfedst of developiments in a dynamic business environment and aligned with the Senicr Managers and-
Certification Regime.

Members of the Board are ‘expected to act” with integrity and independénce. while: possessing the. energy,
-forlhnghtness analytical skills, and committient to devote the. necessary time and attention to the Company’s
affairs. Directors are also expected to possess a willingness to challenge senior management and the ability to
work: collaborativély in an environment of trust. The Chair. regiilarly ensures that time is dedicated for Directors
to discuss and, where necessary, provide constructive challenge to management on. Key decisions the Board is
asked to make,

Ensuring a diverse and inclusive environment is a key priority for the Group, Company and the Board.
American Express' ‘Global Inclusion and Diversity aspiration is to be.a global leader in inclusivity and a
‘company whete being yourself mattérs. American Express’ business is sustained by innovation and engaging
with and supporting its unique différences helps.to drive creative and complex problem solvmg

As part of the commitment to inclusion and diversity, American Express Company has signed the Women in
Finance Charter, committing to:
«  Getting a 50:50 gender balance (with 10% tolerance) of senior managenienit roles in the UK by 2024;
= Continue hoosting awaretiess of gender diversity across the orgamadtlon. and
+  Cortinue reviewing our employee development programs to ensure a diverse and fair workforee and
Toster a culture of in¢lusion.

As of the signing date, the gender balance of the Board is 4 (female): 3 (male).
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American Express Services Europe Limited

Directors’ Report for the year ended 31 December 2021 (Continued)
STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (Continued)

¢ Board composition (continucd)

The Employee Engagéiment Statement included in the Diréctors' Report provides further détails in respect ofthe
Company's commitment to inclusion and diversity including other. focus areas. such as disability ‘inclusion, .
gender identity, sexual orieatation and ethnicity.

*  Directors responsibilities

(i) Accountability

Good governancé is éssential to ‘maintaining rigorous, sup_erv'i's_i'on of the management..of a company, ensuring
that business is done competently; with integrity and with due regard to the interests of all stakeholders, The
Company is authorlsed and regulated by the FCA in the UK. On’ account of bemg a consumer credit firm with
~an annual revenue of £100m or more, it is subject to the SMCR as an Enhanced Firm, The SMCR~ is part- of the-
FCA’s drive to improve culture, .govemance and accountablilty within tinancial services firms. It aims to deter
misconduct by i improving individual accountablllty and awareness of conduct issues-across ﬁrms As sach, each
Director of the Company is considered a Senior Manager and has been allocated. specific; plescubed
I’CSpOnSlbllliles and business activities. linked to theit- role covered by a.“Statement of Responsibility™. All
appointments to the Board are.subject to FCA approval and Directors-are. required to agree 10 a Statement of
ResponSIblllty prior to being appomled to the Board. This means that Directors have a cleat undemtanclmg of
their roles and I'eSpDnSlbl]ltleS prior to joining the Board, while ensuring that Directors take all reasonable steps
in the ﬁxrtherarlce of their duties and responmbllltles on anongoing basis.

In' addition to the above, gach member of the Board is subject to the American Express Code of Conduct (the-
Code). The Code is-intended to focus on areas of potential-conflicts of interest and other ethical issues, provide-
mechanisms to report potential conflicts .or unethical conduct and-help to foster a cultzre of opénness and
accountability, All reporting of contlicts of interest is centrally managed by the Corporate Secrétary’s. Office,
Directors are reguired to review andrenew their commitment 1o the Code ananally.

{i} Committees

The: Directors are. responsi'ble'ﬁ)r managing the Company’s affairs and for ensuring that the operations of the
Company, including those of its branches, are caried cut ._aff_eg'tive'ly and witly due regard to the reputation of the
Group-and the requirements imposed upon it by law, regiilation and relevant regulatory bodies.

To fulfil. these responsibilities, the: Company maintains 4 governarice Trameéwork mcludmg the following
committees (“the. Committees”), each reporting regularly to-the Board:

« The Audit and Finance Commmittee; and
* The Operational Risk Committee.

The Audit and Finance Committeg Tocuses principally on the Company’s financial accounting, ifiternal control
and initegrity of its financial statements. It is chaired by the Chief Financial Officer and membership is made up
of representdtives from. all relevant. dephmnents,_'-inc_juding Tax, Treasury, Regulatory Compliance, lntérnal
‘Audit and Controllership. The Audit and Finance Comimittee meets {ive fimes a.year to monitor key issues and
-changes within the Comm_i'ttee_’s_-re_r_r_l_it,'mak_e non=critical decisions and to conclude upon items and/or risKs
which-shonld be raised. for the Board’s. consideration.

The Operationat Risk Committee (ORC) supports' the Board by giving oversight to. the Key operational risks
identified for the Company. It is chaired by the Chief Compliance Officer and menibership is made up of
representatives of each of the Company’s lines-of business. The ORC has oversight of significant operational
and compliance changes and issues arising within the Company. The ORC is also responsible for ensuring that
clear, effective and compliant processes are in place for managing third party and affiliate outsourcing
arrangements. The ORC mieets in advance of every board meeting in order to consider items, and/or risks which
should be raised for the Board’s consideration.

Until December 2021, the Payment Protection Insurance Committee hiad oversight of ‘the fair ‘assessment,
‘calculation and-remediation of potential redress in respect of Payment Protection Insurance (PPI) and reported
to the Operational Risk Committee.
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Directors’ Report for the year ended 31 December 2021 (Continued)
STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (continued)

-~ Directors responsibilities (continued)

Membership was made up of represeniatives from all relevant departments including Compliance, Legal,
Customer Research & Solutions, Marketing, Finance, Operational Excellence and Internal Audit. Following the
completion of all significant Payment Protection Insurance redress activities. and approval of the Board, the
Payment Protection Insurance Commitiée was. dissolved in Decembier 202 1.

Thé Committees meet regularly and. report at Board meetings. Any miatters which. cannet be résolved by the
Comimittees’ are escalated to the Board for its consideration. Due to. the make-up of the Board; in many
instances, items and risks.escalated to. the Board are already known to-individual directors well in advance of
Board meetings which leads fo-a gréater upfront understanding of the issues at play. Furtherriore, thé Board
has, ‘or has access to, the right level of subject matter expertise 16 provide constructive challenge, inpit and/or
‘takeé. décisive action when called upon to do so. In addition to a Risk Tolerance. Statement, the'Board has
implemented an’ escalation framework to ensure the effective reporting of risks, issues and changes w1th111 the
Company to-relevant key internal and external stakeholders,

(ii). Integrity of Information

The Board receives iinformation -on all aréas deemed crucial to maintainiing proper oversight and control of the
Companys business on a regular'and titnely basis from a wide group of stakeholdets. Such. information inciudes
‘repors from, but is not limited to, the Commiittees; Line: of Businéss, Compliance, Legal, Internal Audit,
Information Techiiology & Data Security. In-order to ensure the ‘comrect level of oversight and control over the
business is maintained, the: Board mests frequenitly thronghout the course of the yesr.

All information the Board receives is provided by subject matter experts who' have the relevant qualifications,
experience and sKills necessafy to ensure the integrity of the iiifonnation while also advising on developments
impacting'the Company. The Beard has, or has access to, the right level of subject mattet .expertise’ to validate
the: integrity of the informaticn. The Company, and groups' suppomnﬂ the Company, are subject to regular
comprehenswe reviews undertaken by the Group’s Internal Audit Function which reports to the. Board on its
findings on & regular basis. Furthermme, the¢ Company’s financial statements are .externally audited by
PricewaterhouseCoopers LLP on an annual basis,

*  Opportunity and risk _ _
The-Group follows a consistent approach to. strategic decision making and risk managemeut, with. the Board
-oi’ers'e_ein_g the implemernitation of strategies for the future growth of the Company.

Due. to the size of the Company’s. business, the Board have taken certdin steps to streamline the decision-
making process to increase the overall effectivéness of the Comipany’s operations. Consequeritly, certain
deciston-making powers have been delegated to the -Corfimitteés and confrols pat in place to safeguard the
Company and the interests of other key stakeholders. As part of this, the Board has implemiented a fisk appetite
statement which is grounded in the core operating-principles of the Group: “provide superior customer valite; -
enhance the brand respecred for service, trust, integrity, and security; create best-ip-class economics. through
long-term business cycles”. In support of these principles, the Company clearly articulates and maintains a risk
profile that would, at a minimum, withstand the stresses of a severe macroeconomic downturn, while at:the
same- time meetmg the. Company’s capital goals. The Company controls its. risk’ profile fhrough its risk-
management processes, with a system of limits, escalations, and othier controls. The Comipdny evaluates its risk
capacity and its risk profile and may adjust its risk strategies, its business or capital plad, or its risk limits.

The Company is subject. to the requirements of final guldance issued by the: FCA in 2020 on improving
prudential risk managemierit and the saféguarding of customer finds {"Coronavirus: and safeguardlng customers’
funds: additional guldance for paymeétt and e-money firms").

As an authorised payment institution, the Company is réquired to aintain .‘_Capéta_] levels which exceed a
prescribed level of minimum capital, as required by the Payment Services Regulations 2009, The Company has
an FCA minimum capital requirement for the fo_l_“'_thcomiﬁ_g year of £9:8m. Capital imonitoring processes are in
placeto ensure the: Company exceeds the minimum capital -requir_e_men_ts-at all tiimes. The_Com_pany performs
Company-level capital and liquidity stress testing for both base dnd severe scenarios, refréshed anmially.
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Directors’ Report for the year ended 31 December 2021 (Continued)
STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS {continued)

+  Opportunity and risk (continued)

The Company remains subject to the requirement to undertake daily safeguarding of relevant funds and in-2021
implemented the FCA's' requirement to have the safegvarding process reviewed annually by a third party to
ensure compliance. The review confirmed that processes are in place to ensure customer funds are appropriately
safeguarded.

The Company atso maintains a Company-specific wind down plan, rcfrqs_hcd.'_annu_al'l_)&._

Disclosures on future strategies and risk management as well as a business outlook, with a summary of risks, and
uncertaintiés are included within the Strategic Report.

The Company has a robust internal control framework with clear roles and rESpOﬂSlbllii’iCS for escalation and
reniediation .of risks. The Committees; as referenced -in the ‘earlier section {Directors” respuns:blhtms}, each
adliere to Taimis of Reference to ensure appropriate éscalations to the Board. The framewerk consists' of
governance, risk. assessment, issue management, and teportiig and monitoring by which the Comipany
identifies, assesses, measures, monitors and.controls risks facing the business.

The Company has the “three lines of defence” approach to risk management. Independence is maintained from
‘First Line (the business) — functions directly initiating revenue, expense management, or risk decision activities,
Second Line {(comptliance function) - independent furictions. overseeing risk in the first line and Thitd Line
({interrial audit) - independent-group. providing assutance that the first:and secotid lines are operating effectively.

*  Remuneration

Exeéciitive pay is -set by the Compensation and Benefits Committée (CBC} of the. Board of” Directors: of
American Express Company. A significant portion of executive pay is given via long term equity awards with
payouts that are linked to Group performance and support a long-terin, ‘high performance ‘business model. Long
term incentives have performance metrics that are tied to stock appreciation which helps create & sense of shared
purpose with shareholders. All executive pay structures noted above also apply te.the Company; and to-all other
subsidiaries of American Express Company.

+  Stakeholder relationships and engageinent
The Conipany considers its primaty stakeholdets to be its customers, internal ‘and external suppiiers, co-brand
partners and its'workforee. Ourengagemént with and consideration of thésé stakeliolders. is detailed below.

(i) External Impacts

The Corporate Social Responsibility team works: closely with tlie Global Real Estate’ and the American Express
Technologiés -groups to identify, measure, manage and repott on environmental rtisks, performance and
opportunities. Given the scope of our activities (financial products and services), the direct impact of the
American Express activities on the environment’is limited and no.substantial environmental rlsks and irapacts
have been identified. American” Express-is commifted o exploring new ways fo evolve our produgts and
services- {o reduce our foatprint, help. our customers make more informed decisions ahd collaborate with.our
partriers to promote responsible travel and consumption patterns:

Streamlined Energy and Carbon Reporting (SECR)Y
Climate change: represents one of the greatest challenges facing our planet, and-at- American Express we are
committed to supporting the transition to. a low-carbon economy to meet the science-based recommendations of
the Intérgovernmental Panel.on Climate Change (IPCC).
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Directors’ Report for the year ended 31 December 2021 (Continued)

STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (continued)

s Stakeholder relationsliips and engagement (¢ontinued)

‘In 2018, we became a CarbonNeutral® cormpany and Began powering our operations with 100% renewable
electricity through on-site solar; renewable energy credits, carbon offsets and reduced greenhouse gas (GHG)
emissions. We are-committed 16 maintaining these efforts moving forward.

As part of the Company’s commitment to-coinply with.all relevant environmental legislation; this section of our
Directors' Réport discloses cur aperatlonal energy consumption and carbon footprint i lme with the UK
governmietit's SECR. initiative, including data from thig and the previous financial yeat. (January to-December;
2020 and 2021).

Methodology:

American Express entissions-are calculated in line with the GHG Protocol Corporate Accounting and Reporting
Standard (revised edition); The boyndaries of the GHG Inventory are defined iising the operatlonai contiol
approach dnd cover the emissions we are responsible for across scopes 1, 2 and 3:

Scope 1.— Direct emissions from mobile fleet vehicles*, stat:onary combustion of fuels in buildings,
and fugitive hydroﬂuarocarbon (HFC)-emissions. from air condition ing.sysiems

Scope 2 — Indirect emissions from purchased electricity

Scopé 3 — Other indirect 'emissiens from business tiavel in-employeé-owned vehicles *

The operation. of internal data centers, office facilities, mobile fleet vehicles and business travel aie our main
sources of GHG emissions, Data is pathered on an ongoing basis, with primary evidence being sourced from
office managers and managed centrally via the GHG Emissicns Reporting Operating Procedure,

*For global reporting, we quantify energy consumption (and.therefore GHG emissions} from ‘the: vehicle fleet
based on the number of véhicles in operation. Specifically, each vehiclé in operation is conservatively. assumed
to travel 15,000 miles per year regardless of actual miles driven.-Thei, the assumed fuel economy of the vehicle
fleet is used to quantify fuel consumption and scope | emissions (conversion factors sourced fromt the US EPA
Emissions Factor Hub), For'SECR reporting, we quantify energy consumption (and therefure GHG emissions)
from the UK -vehicle fleet based on actual mile reports. for. each UK entity. Emissions and fuel economy
conversions are sourced from UK DEFRA GHG Conversion Factors 2021 updated -on 24 Jan 2022, For
reporting purposés, we assiime ail cars to be average type with inknown fuel.

In ‘order to better reflect the envitorimental benefit of purchasing renéwable - €netgy- and in line with the GHG
Protocol Scope 2 Gmdance we quantify and report two Scope 2 emissions totals from purchased elecm(:lty
using both ‘market-based’ and ‘location-based’ methods. Market-based. emissions consider- the. contractual
arrangements under whlch we procure’ power from speclf' ¢ sources such as renewable energy. Location-based
emissions consider the average -emission factors for the elec’rrlt:ltv grlds that ‘provide electricity to American
Express.

To estimate GHG- emissions associatéd with the fugitive release of hydrofluorocarbon (HFC) gases from space
cooling ia our buildings, refrigerdnt charge for each facility 18 e_s't'il‘ﬁated_-.-based on the:square footage of air-
conditioned space, using rules of thumb for cooling. capacity required per square foot and refrigerant charge per
cooling capacity. To estimate emissions, the total-refrigerant charge is multiplied by annual leakage rates, from
the US EPA. It is conservatively assumed that estimated facilities use the refrigerant HFC-134a.

The primary metric. that: American Express use for normalising emissions for annual comparison is (CO2¢
(tonnes.of carbon dioxide equivalent) per employeé.

UK Annual Energy & Carbon.

Due to thie nature.of our business, in-some instarices multiple reporting entities occupy the same office space.and
so are jointly responmble for energy consumed in that particular space. For SECR purposes, American Express
have estimated entity-specific UK energy consumptlon and GHG emissions based on the proportion of each
entity’s employee héadeount within that space. The fo]low111g tables summarise the entity-specific energy.
consumptlon and subsequent EmlSSanS

As partof cur public'disclosure, the American Express ESG Report includes a detailed section summarising our
global eriergy consumption and global GHG inventory. .
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Directors’ Report for the year ended 31 December 2021 (Continued)

STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (continued)

¢ Stakeholder relationships and engagement (continued)
The following link provides access to our latest ESG Report:
https://about.americanexpress.com/corporate-responsibility/reports/corporate-responsibility-reports/default.aspx

As shown below (Table 1 and 2), American Express had an increase in both total energy and emissions
compared to the previous year. The intensity ratio has also shown an increase when comparing between 2020
and 2021 as shown in Table 3. The increase was predominantly driven by the gradual return to offices in 2021.

UK Annual Energy & Carbon (continued)

Table 1: Annual Energy Consumption

Energy Unit 2020 2021
Natural Gas kWh 2,679,833 3,671,114
Fuel Oil kWh 28,705 3,226
Mobile Fuel kWh 12,384 666
Total Direct Energy Consumption kWh 2,720,922 3,675,006
Purchased electricity kWh 6,984,182 7,243,976
Solar kWh 10,577 10,891
Total Intermediate Energy Consumption kWh 6,994,759 7,254,867
Transport kWh 56,639 7,907
Total kWh 9,772,318 10,937,779
Table 2: Annual tCO;e emissions
Greenhouse Gas (GHG) Emissions Unit 2020 2021
Scope 1 — Direct tCO-e 622.52 811.67
Scope 2 (Location) — Indirect tCO,e 1,628.29 1,538.11
Scope 2 (Market) — Indirect tCO,e 0 0
Scope 3: Category 6 — Business Travel tCO,e 2291 1.95
Total (Location) tCO,e 2,273.72 2,352.70
Total (Market) tCO,e 645.44 814.6
Table 3: tCOje vs normalisation metric
Intensity Ratio Unit 2020 2021
Market-based tCO,e/employees 0.1557 0.2048
Location-based tCO,e/ employees 0.5485 0.5919

Efficiency Measures

American Express’ Global 2025 Environmental Goals include covering 60% of our operations by Green
Building certifications, reducing energy usage by 35% (from a 2011 baseline), continuing to power our
operations with 100% renewables and remaining carbon neutral across our operations. American Express has
maintained its CarbonNeutral® certification through reducing emissions by investing in internal energy
efficiency measures, supporting the production of renewable energy and financing projects to offset emissions.

To help achieve our target of reducing absolute energy consumption, we are making a conscious effort to
increase energy efficiency.
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Directors’ Report for the year ended 31 December 2021 (Continued)

STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (continued)

= Stakeholder relationships and engagement (continued)

UK Annual Energy & Carbon (continued)
We have evaluated several cost-effective energy efficiency measures across our portfolio. Some examples of
measures identified from recent audits include:

Table 4: Energy efficiency projects

Location Project name Savings Savings Cost (£) Status Payback
(kWh) (£)
1 John Street Monitors Replacement 60.762 8.507 430.000 Implemented ~10
X Implementation
: 2
Belgrave House  Refurbishment 128,127 17,938 1,000,000 started in 2021 Years

Data centre monitoring and

36 Mighell Street ; R
cooling optimization

665,760 93,206 62.000 Implemented <I Year

I John Street i fuel fi — 667 2,791 Implemented .
36 Mighell St Cnoosing VO fuel for 334 1208 Implemented >
generators fuel change project Years
Sussex House — 147 550 Implemented
Belgrave House  LED Lights in toilets on L1 1,019 143 243 Implemented Yle.;rs
Balgrave Hoiigs Lo orave House / boilers 11498 1,610 9,100 Implemented o .0
replacement within toilet areas Years
Belgrave House ~ UPS Replacement 78,299 10962 50,000 ; %
Implementation _ Years
——— in 202
seMighellst ~ UFS Roomsmonitoringand 50400 spogy 1500 S22 ) o

cooling optimization
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Directors’ Report for the year ended 31 December 2021 (Continued)
STATEMENT OF CORPORATE GOVERNANCE ARRANGEMENTS (continued)

+  Stakeholder :_e]at_'iq_nsh'ips and engagement (continued)

(i) Stakeholders

External suppliers- are identified and managed in . accordance with. the Company’s Third Party Llfecycle:'
Management Policy. The Company’s. Global Supply Management organisation completes. risk-assessments.on
suppliers in its scope- and the type- and level of risk identified assists to prioritise those rélationships- along-with:

(1) the. applicable due diligence artefacts to be collected and evaluated; (2) the frequency of any ongoing
reviews; and (3) any specific [anguage to be-included in the procurement contract (e.g. refating to data security).

‘The Company has an outseurcing policy which is maintained and controlled by the Outsourcing Governance
“Feam which reports-into the. ORC!

Due.to the matrix struciure within American. Express. other entities. within the Group constitute a. signiticant
portion ‘of the Company’s. suppliers. These' refationships -are govcrned by American Express internal
-governance, policies and controls, with arm’s length pricing and formal intercompany agreement
documentation.

The Company has: diréet relationships with Cacdmembers dnd Businesses, dctively working to engage witli them

through customer service, direct-to-custoier channels, and social media. The-Company believes that deliveting

prodiicts and servi¢es in‘a fair and transparent.manner is critical to providing best-in-class. customer service. As

part of our. fundamerital comtitment to meet customer crédit needs; the Company is dedicated ‘to engaging in

customer practices that embiddy tearisparency. truttifulness, fairness, and a culture of non-discrimination

throughout the credit lifecycle. The Company manages and mitigates customer practlces risk throngh dedicated -
resources and. ongoing monitoring, ‘testing, and oversight. This also applies to third-party vendors and theit

‘subcontractors, also knowiy as: fourth-party vendors.

The Company’s activities are subject to- regulatlon and supervision by various regulatory authorities in the UK,
most notably the; Financial Conduct-Authority, Payment Systems Regulator and [nformation Commissioner’s
Office. When pr_o_wd__lng information to regulators_, _e1t_l_1_er through exams, reporting or ad hoc requests, the
Company looks. 1o ensure. consistency.. integrity-and transparency. Additicnally, the Company may-seek to
engage with regulators pro- actively to facilitate dialogue on.tegulatory change, either by taking part in ‘format
consultation processes -or: through Iess formal engagement such -as ad hoc rclatmnshtp meetmgs The
Compliance organisation, with fnput from the Board, maintains a regular dialogue with the Company’s- various
regulators throughout the year to keep them apprised of developments on existing matters under review or make
them aware of new items.as and when they arise.

(iii) Workforce

The American Express Workforce-within the UK, including, but not limited to, the Company’s employees, is
split among multiple UK based legal entities, The employmg -entity is typically: determmed based on the line. of
business or the departmcnt inn which an mdlvldual employee sits. Consequently, many of American Express’

interactions with the workforce, being cross functional in nature, are dealt with at a centralised level (such-as the
UK Country Executive Team and the UK. Crisis Management Team) rather than at the legal entity level. These
centralised teams consist of senior leaders based in the UK, some of ‘whom also. sit on the Board of the
Company. American Express regularly engages w1th its v\orkforce to-solicit feedback and to share information
via-a variety of forums, mcludmg -quartetly. global town halls {company-wide. and by line of busmess) regular
UK market town ha]ls, an “annual Colleague Experience Survey designed to gain mSIghts into’ workforce
engagement and concems,.and felephone and email-based resources, which provide leaders and: colleagues with
the apportunity to seek -advice and gu1dar1ce on employment matters Notwithstanding the above, certain
decisions/actions which have the potenitial to” impact a significant number of the Company”s emp[oyees must
first be approved by the Board.

Additionally, American Express-has an Ethics Hotline, which provides colleagies and suppliers/vendors the
opportunity to report concerns without fear of retaliation (i.e., confidentiality and anonymity), as well:asa UK
Employee Forum, in- which UK Employee Representatives meet at least. twice afmmially with- senior business
leaders to discuss and provide feedback on busingss strategy, workforce management and financial results:
Finally, these policies are-aligned to the Group s values and are reviéwed regularly to eénsure they are- in-line
with statutory requirements dnd changes.
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Directors’ Report for the year ended 31 December 2021 (Continued)
RESULTS AND DIVIDENDS.

The results for the year are set ot on page 32 and show the total profit before taxation was £83m (2020: Loss
£76m). The profit for the financial year amounted to £67m (2020: Loss £58m): which has been transferred to
reserves, The Directors do not propose the: payment of a dividend in 2021 (2020: £Nil). Total Shareho]ders
funds at 31 December 2021 stood at £1,061m (2020 £088m). The Financial Pet_’_fonnance section of the
Strategic report gives a inore detailed review of the Company's performance indicators..

OPERATIONS OUTSIDE THE UK

The Compaity has branthes in the following Eurdpean countiies: Austria; Finland, Germany, Italy, Norway and
Sweden, The Company also has directly owned subsidiaries in Spain, AEE (American Express de Espana'S.A.)
and AEESA (American Express Evrope S.A.) and a subsidiary in Italy, AEI (American Express Italia s.rl)
(vefér to Note 14 Investments).

Braiches that no loriger perform any busingss :activities and have no other requlrement to- remain w1ll be
deregistered in the: foreseeable future, The Ttalian branch is-expected to. rémain indefinitely-as it will continue to
service AEL

On 1 March 2022, ‘the Travel & Lifestyle Servicing (TLS) business in the Sweden, Finland and Norway
branches was transferred to thie cotresponding AEESA branch in each market, On 1 May 2022, the TLS
busjriess in the Austria branch was transferred to the AEESA Austria branch. All transfers had ‘minimal
financial impact.

FINANCIAL RISK MANAGEMENT.

The Company's operations expose it to.a varjety. of finaneial risks. Ani overview of these risks and how they are
managed by the Company is included in the Financial Risk Management section of the Strategic report.

FUTURE DEVELOPMENTS

In line with Group strategy, the Compa_ny is focussed on maintaining growth:in an uncertain ec_:ono_mi_é, political
-and regulatory énvirehment whilst managing costs and upholding seérvice quality. The Strategic report includes
an Qutlook, Risks and Uncertainfy section which considers how ﬁlmr_c developments may impact the Cornpany.

DIRECTORS

The Directors of the: Company -who served during the year and up to the date of signing the financial statements
WETE!

H Lewis - Chairperson

D Bailgy - Chief Financial Officer

L Fenwick _

C Diterden (resigned 8 February 2022)

C O'Flaherty (resigned 26 May 2021)

B Sawyers '

P Tasweil

& Monga

S Sterbenz (_appoi'n'te'd 2 December 2021}

DIRECTORS' QUALIFYING THIRD PARTY INDEMNITY PROViISIONS.
The Company has granted an indemnity to one or more of its Directors against liability in respect of proceedmus-
brought by third parties, subject to the conditions set out in S. 234 of the Companies Act 2006, and as ouilined in

the Company’s Articles. of Association. Such a qualifying thlrd-party indemnity: provision was in force. dur]ng
the financial year and remains. in force as at the date of approving the Directors' report.
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Directors’ Report for the year ended 31 Deceraber 2021 (Continucd)
EMPLOYEE ENGAGEMENT STATEMENT

As referenced in the Statement of Corporate Governance Arrangements, the American Bxpress workforee
within the UK, including, but not limited to, the Company's employees,.is split among multiple UK based legal
eritities. Consequently; maiy of the Company’s ifitetactiotis with its émployees; being cfoss finictional in nawre,
are managed at a-centralised level. R '

At American Express, our colleagues are constantly redefining w:ha‘t:.’.s possible and we're proud tb'back.e_a_ch
other every step of the way. American Express provides a meaningful career journey, an. inclusivé and-diverse
workplace where every voice is valued, learning experiences to allow our colieagues to deliver their best, and
holistic. well-being. suppert for every stage of their lives and careers. We are. proid of our long history of
building, a diverse, equitable._- and iiiclusive culture that embraces différences and reflects the values we hotd
true.

In 2021, American Express:was once again voted one of the Top 10 Employers in the UK by Waorking Families,
the UK*s leading work-life- ba]ance -organjsation. Amencan Express was: also voted one of the Top 25 employers
in the UK in'the Glassdeot Best Places o Work list in 2021,

As the Covid=19 pandemic continued into its second year, American Express has contiriugd the powerful
backing of our colleagues. First, American Express continued to. put colleagues' safety first and extended
guidance to allow colleagues who could work from home, to-de so, To enable colleagues to effectively work
from home, the company has invested.in providing:computer peripherals to all who requiest them. We have also,
provided colleagues with paid time off to receive their Covid-19 vaccinaticns and boostet shots.

2021 also sawthe introduction of Amex Fléx —the néw Way of working for American Expréss; The new Amex
Flex model will have three basic work designations ~ onsite, hybrid-and fully virtual. Most colleagues will be
hybrid and typlcally required to come info the office only two days per week, defimed by their business vait.
While introduced in 2021, it cari¢ ifito efféct whern ¢colleagues returned to the office.in the UK during 2022. We
contifiue to take:a' principled approach to re-opening our offices in line’ with government guidelines, with the
safety of pur-employees our priority at al{ times, '

Finally, American 'Expr'css has continued to reward and recognize the performance and dedication of its
colleagues thfoughout the pandemic.. The majority of -colleagues received a. 3% pay rise in- November and
additionally the year.endmerit pools were doubled, and their effective date brought forward.

The company strives to provide an in¢lusive and aceessible work environment — ne: whére everyone, inciuding
col]ea_gue's; candidates, and-all those: who work on beéhalf of Armerican Express, are treated €qually, with dignity
and respect. We are working diligently towards:our goal to become a leader in disabit i'ty'-ir_lc-lus'ionq developing
inclusive practices, and removing barriers so all colleagyes. can fully contribute -and succeed at work. The
Company has a dedicated Workplace Adjustiments team and obtains additional advice, assessment, and
provision through a, specialist external provider. The Company has a well-established Disability. Awareness
Network (DAN) opeit to all employees across. the .arganisation, “which plays .an important role in driving our
disability agenda and continues to invite external experts to bring widespread attention ‘to the issves-that impai':'t'
the community. The Group. has also established a strategic and multi-functwna] Disability Council which uses
the Busidess Disability Forum’s Disability Standard to. ensure the Group continues to work towards becoming a
disability-confident organisafion. Fuitheénmore, the Group has an active Inclusion & Diversity Council that
partners with over thirteen Colleague Networks to enable inclusion and diversity.

In 2021 two new required. trainings' were added - Managing. Unconscious' Bias and Building Ally Skills
workshops These supplemented the additional required trainings added in 2020 - Strengthemng Our Culture of
Tnclusion, an online coursc for al} colléagues, and Belonging at American Express, a workshop for all p_c,__opl_c
leaders on how:to lead inclusively. There has been stéady growth in the participation in the Self-ID initiative
which xx_ff_i_s" l_auﬁchc_d gidba_lly‘ il._l major office locations, including the UK in 2020,
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Directors’ Report for the year ended 31 December 2021 (Continued)
EMPLOYEE ENGAGEMENT STATEMENT (continued)

The purpose of Self-ID i5.to help enhance progtams and.resources, inform diversity strategies, and continue to
meet Divetsity, Equity and. Inclusion (DE&!) commitments. Colleagueés aie. invited to voluntarily -and
confidentially self-identify across four key categories, including gender identity, sexuval ‘orientation, éthnicity,
anid disability status.

BEmployee mental health i$ a priority for the Group, and the: Company has a number of initiatives.and resources
‘to snpport employee mental wellbeing, The Company has a team dedicated to health and wellbeing, which
-oversees the Healthy Living Hub (a wellbeing concierge service). the Healthy Minds Employes Assistance
Programme “with licensed counsellors offering virtual and in person sessions, two Emational Wellbeing
‘Therapists onsite and virtual, offering therapy -education and training, plus an online emotional we]lbeing
support platform. The: Cohipany also offers GP, nurse, Virtual GP-and physiotherapy services for fastand easy
a_k:‘c‘é_ss to healthcare, as well as providing frequent webinars.and virtual wellbeinig sessions covering topics such
‘as stress management, re_s'ilie_ncy, -mindﬁdlnes_s;an_d' work-life balance:

Consultation, ‘'with employees and their representatives, with the aim "of.-el'lsur_ihg their ‘views are taken into
account when décisions aré made that are likely to affect theit interests; and ensuring they are aware of the
financial and economic performance of their business units-and of the Company as'a whole, is well established.

‘Communication continues through regular internal communicaticns, newsletters and briefing groups. The Group
carries. out an annual employee sarvey with & strong record-of favourable results, which are communicated to ail
employees, discussed by the Board and acted upon if necessary.

The Company aims to achi¢ve a balahce between delivering market competitive remuneration in erder to atfiact
and retain ‘talent; and optimising sharefiolder retim. Eligible employees participate in the. American Express
Company equity-settled share-based payment plans. Eligibility is based on seniority and the awards. are
performante driven, A description-of the plans and performance measures are available in the American Express
Company’s financial statements. See Note 8 for a suinmary description of the plans-and the awards granted.and
outstanding during the year. .

STAKEHOLDER ENGAGEMENT STATEMENT

‘The Board recognises thdt the fostering of good business relationships is crucial to the long-term success of the
Company and Group as a whole: To this end, the Company has implemesited an escalation framework ( via the
-Commlttees) so ‘that issues impacting tie' business and/or key stakeholders (inciuding, but not limited to; the
‘Company’s suppliers and customers} are escalated to the Board -for its consideration. This helps ensure that the
Board has visibility of issues impacting our key stakehiolders and that suchissites are dealt with and resclved in
an effective; timely and approprlate ‘manner.. In addition, American Express has a number of policies in place
‘which require that, prior to the Bodrd taking decisions. deemed critical to-the. Company, the. impact-on a wide
group of stakeholders be identified and considered. This better enables the Board o inake informed decisions
while acting in the best intérests. of the Company and its key stakeholders.

As directors of a regulated eatity, the Board must also-adhere to the FCA's Coinduct Rules which, in addition to
dcting with integrity, due skill, care and diligence, includes an obligation to pay due regard to the interésts of
customers and treat thein fairly.

The Company's principal décisions during the financial year ended 31 December 2021 were centered around the
Company’s response to Covid-19 and recovery -out of the pandemic. During the yeat, the Board spent a
significant amourit of time and resources on réviewing and mitigating the associated impacts of Covid-19 in
order to provide additional support to-the' Company’s Key stakeholders. The Company took steps to address
Issues being faced by Cardmembers business partnets and other- stakehulders through the introduction of
financial relief and Hardship programs (e.g, payment holidays). As part of this, the Company implémented its
Customer Crisis Recovery credit plans inline with FCA guidance first issued on' 8§ Apr]l 2020.
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Directors’ Report for the year ended 31 December 2021 (Continued)
STAKEHOLDER ENGAGEMENT STATEMENT (continued)

In addition, the Company .also- worked closely .with its suppliers to addréss opérational difficultiés and
‘challenges they faced as a.result of Covid-19. The: Cobipany also worked to identify its long term strategy as it
begins to recover from the pandemic.

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The. Directors are responisible for preparing the Directors’ report and:the fiancial statements in accordance with
applicable law and regulation.

‘Company law requires the Directors fo prepate financial statements for each financial yeat, Under that law the
Directors have prepared the financial statemients in accordance with United Kingdom Generaily Actepted
Accounting Practicé (United Kingdoem. Accounting. Standards, comprising FRS 101 “Reduced Disclosure
Framework”,-and applicabié law). Under company law the Directors must not approve the financial statements
unless they are satisfied that they give'a true:and fair view of the state of affairs.of the coripany and of the profit
or loss of the cotpany for'that period. In prépating the financial statements, the Directors-are required to:

. ‘select suitable accounting policies and then apply thésti consisténtly;

- ‘state whether applicable United Kingdom Accoutiting Standards, comprising FRS 101, have been
followed; subject to any maiérial departures disclosed and explained i the financial stateients;

. maké jiadgemmerits and accountitig estimates that are reasonable and prudent; and

. prepare the fi nanclaI statements on the gomg concern basis unless it 1§ inappropriate to presume that the

company will continue iii business..

The Dirgctors are also responsrb]e for safeguardinig the assets of the compary and hence for taking reasonable
stéps.for'the prevention and detection of fraud and other irregnlarities.

The Directors are responsible for keeping adeqiate accounting records that are sufficient to show and explain
the cotiipany's transactions and dis}_:'lose'__\\-‘_ith-.reaS('}nahlE- accuracy at.any time the financial position’ of the
company and enable:them to-ensure that the financial statements comptly with the- Companies Act 2006.

The Directors are responsible for. the iiiaintenance and integrity of the cqr‘n’pany’s_ﬁnanc'ial statements published
on-the ultimate parent. company's ‘website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ fiom legislation in other jurisdictions.

Directors’ confirmations
In the case.of each director in-office at the daté the Directors® report is approved:
*  so faras the director is aware, there is no relevant audit information of which the company’s auditors-
‘are-unaware; and
* they have taken all the steps that they oughtto have taken as a director in order to make themselves
aware of any relevant audit information and te establish that the company’s.auditors are-aware of that
information
CREDITOR PAYMENT POLICY
It 1s the Company policy to pay vendors 60 ddys after receipt of a correct, undisputed, time'iy-pr_ovided_-and
properly VAT due: invoice unless specific: payment tetms dictate otherwise. The: Company's average creditor

peridd,_cal_’t:u]ated by reference 10 thé ratio-of trade creditors.at 31 December 2021 to-amounts invoiced: during
the yearwas 25 days (2020: 36 days).

18



DocuSign Envelope ID: 0F94A7AD-D351-48A7-9538-015EDCA10063

American Express Services Europe Limited

Directors’ Report for the year ended 31 December 2021 (Continued)

POLITICAL AND:CHARITABLE CONTRIBUTIONS

During the year, the Company inadé chatitable donations amounting to £2,117 to advance the causes of
charitable organisatioris (2020: £373). No- donations were made for political purposes (2020: ENil).

The Company partners with local and national charities, forging impactful partoerships and providing volunteer
opportunities for: employees. Through oir philanthropic’ and civic participation, the' Company serves and
empowers the people and organisations that are confronting seme of society's most complex issues.

INDEPENDENT AUDITORS

PricewaterhouseCoopers LLP are deeméd to be reappoeinted as'independent Auditors under section 487(2) of the
Companies. Act 2006.

The financial stateraents-on pages 32 to 101 were reviewed by the Board of Directors on 26 May 2022 and
approved on the date specified below on its behalf by:

DocuSigned by: - DocuSigned by:
tavunale. (Lwis Dol Bailey

BO4BAE ] 1EOZFATE ., * EBCDF257355E480 ..
H Lewis D Bailey: Date: 26 May 2022
Chairperson Chief Financial Officer
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Strategic Report for the year ended 31 December 2021

The Directors present their strategic report of American Express Services Europe Limited (“the Company™) for
the year-ended 31 December 2021.

BUSINESS REVIEW

Objectives of the Company
The key objective of the Company is to generate payment business through. its core:activity of issuing American
Express corporate and consumer cards and providing payment services.

Business Strategy
To & generate payment business the Compam is. focused on aequlrmnr new customers, retaining existing -Ones,
delivefing high qiality service and incentivising: spcudma through rewards and other benefits.

The core elements of the Compan'_y‘s strategy are:

+  Atfracting new customers;

« Contihuing to‘monifor'the performaice of our product Tange, ensuring good customer ouicomes and taking
into account the competitive environment; _

¢ "Maifitainiing a competitive, cotisistent, premium customer experience by ensuring value-added end-to-end
service; '

+ Enhancing customer relationships through partnerships;

+ Contimiing to invest in incentives atfached to card products, including the Membership Rewards programm;

* Attraeting and retammg talented employces and

+ Focusing on increasing payment ‘business revenues, while contralling costs and improving efficiency.

Employee Strategy _ _ _
To support business objectives, key:.employee-related strategies. include:

> Delivera great employee experience, with leading inclusion and diversity practices af the toreﬁont

*  Grow the best talent, meludmg the best-ln-class peaple leaders and

= Develop new ways of workmg to unlock enterprise value by focusing on continuous improvement, ensuring:
that total rewards fiel individual and enterprise performance, and creating an environment where well-
beingis a foeus for all colleagues

FINANCIAL PERFORMANCE

A number of performance indicators. are used to monitor the Company-'s progress against our strategies and
objectives. As part of the monitoring of the Company’s financial performance, we review Cardmember billings;
‘the accourits féceivable balance and- associated credit Jindicators; reserves for Cardmember losses; revenue; and.
expenses growth. Imaddifion, non-financtal mdlcators such as cards in force are. monitored (net of Cardmember
acquisition and. attiition).

Despite the continuation of the Covid-19 pandemic into its second year, the Company saw an increase in
billings -aniong -consumér ‘and corporate customers across its UK busmesm Total b1]lmgs for the. year fo
31 Decembér 2021 increased 27% on the year to 31 December 2026, following the easing of Covid-19
restrictions during 2021.

Cards in force as at 31 December 2021 increased 8% on the year to 31 December 2020, This trend reflects
continued efforts to sustain the quality of the Company’s Cardmember base, with :managed attrition of higher
risk” and dermant Cardmember accounts, and a focus on attracting and relammg high spending premium
Cardmembers.
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American Express Services Europe Limited

Strategic Report for the year ended 31 December 2021 (Continued)

FINANCIAL PERFORMANCE (Continued)

Tumover Billing Credit (bemg the revenue AESEL eains from anothel gmup cnmpany for the service and
functions it provldes to the American’ Express network) increased dug to incréased UK Cardmember billi ings
followitig the easing of Covid-19 restrictions in the vear, despite a reduction in the billing credit rate itself: The.
revenue the Company received from services to other Group-companies has glso increased as a result of
improvements in card i issuing subsidiary profi tability and Cardmeémbeér. spend in foreign curféney. Only amounts
charged to-Carditieniibets in respect of interést have declined sligh tly -5 Cardmembers continued to révelve less
i 2021 despite. the improvement in billings. However, this'interest income saw a steady recovery thron ghout
the second half of 2021 and in to 2022.

Adinistrative expenses from continuing operations decreased by 6%, These were incurred prlmarlly in relation
to both the Company’s payment sérvices business and in providing -other $etvices to- companies within the
Group. Expenses attributéble to the card issuing business can be both varizhle and fixed in hature.- The main
driver for the decrease was.the £16m (2020: £160m) loss on the sale of Cardmember loans and:receivables to a
related party.. Despite an increase in the undetlying value of the loan and receivable balances sold this fell by
90% due to a decrease in the assocmted credit risk. :Other vatiable -expenses such as Membership Rewards
increased in line with billings and weré. in line with Mariagement's expectations.

Profit before taxation of £83m for the Company représents-an inctease of £159m, compared to the prior year
loss from continuing opetations of £76m. This increase ‘was due to UK business growth as the UK émerged
from the Covid-19: restrictions, therefore iticreasing tarmover and the aforementioned -administrative expense
rediction resulfing from the favourable variance in respect of the loss on the sale of Cardmembér loans and
Teceivables to a related party.

The.Company’s 2021 tax expense is consistent with the current year profit before taxation.
FINANCIAL RISK MANAGEMENT

‘The Company’s operations expose it to-a variety of financial risks. The Company places great significance on
ensuring sound management of credit, liquidity-and market risk.

The Company primarily adopts the Group’s Enterprisc-wide Risk Management (ERM) program. policies-and
strategies. The objective of the ERM is to identify, aggregate, monitor and manage risks in order to maintain
and continuously - improve risk management controls and processes that will enable prof“ itable growth, while
delivering outstanding customer service,

Credit Risk _ .
The Company’s ‘credit risk comprises two elements, individual and institutional, each with distinet risk
management tools and metrics.

(i) Individual Credit Risk

The Company defines Individual Credit Risk as the risk of ‘loss to the Company due to non-payment of .an
amoint contractually owed t0.the’ Company by ‘an individual, whether acting as an individual or en behalf of
their $mall business.

‘The Company adheres 10 the American Ekpress Individual Credit Risk Policy, which assigns key governance
responsibilities, prescribes rules for escalating risks, and -sets forth the Company’s guidelines for measuring,
assessing, and feporting Individual Credit Risk.

Individual Credit Risk arises principally from the Company’s portfolio of consumer and sinall business ¢harge
and ctedit cards, Given that the pottfolio comprises a large volume of Cardmembers, the level of Individual
Credit Risk losses is driven by general éconoric conditions rather than by borrower specific évents. Individual
Credit Risk is managed using various tools including prospecting, approvals, collections and fraud prevention:
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American Express Services Europe Limited

Strategic Report for the year ended 31 December 2021 (Continued)
FINANCIAL RISK MANAGEMENT (continined)

Credit Risk (continued)

(i) Individual Credit Risk (continiued)

Cardmember loans and receivables are sold for funding purposes. This business model has the primary: objective
of realising cash flow through the sale of the financial assets, and also miitigates the exposure to individual credit
risk.

(ii) Instifutional Credit Risk
The Company défines Institutional Credit Risk as the risk of loss to thie Company die to the noti-payment of an
amount contractually owed to the: Gompan) by a business or organisation.

The Company adheres ta the American Express Instittional Credit Risk Policy -which details its approach to
managing Institutional Credit Risk-and assigns key governance responsibilities, preseribes rules for escalating
risks, and sets forth Améiican Express guidelines for measuring, assessing, and reporting institutional credit
Tisk. ' '

-.[115t_ifuti0n_a] Credit Risk:-arises :indirectly via Cardmembers. within the Company’s corporate -card business,
Unlike Individual Credit Risk, Institutional Credit Risk is characterised by a Jower loss frequency but higher
severity and'is affected by both gEnera_l ‘econentic conditions and by borrower specific events,

Cardinember loans and receivables are sold for funding purposes. This business mode] has the primary objective
of realising cash flow through the sale of the firiancial assets, and aiso mitigates the exposute to institutional
credit risk, '

The Company also has various. intercompany loans. both 16 and from other Group entities. These facilities and
amounts drawn are centraily managed by Treasury. The level of credit visk attached to intercompany positions is
Jimited, givea ‘that all entities are part of the same group: In relation to these mid to.long term financing
‘ar‘ran_géments'.a:letter-has--becn secured from American Express Company to express its inten_tidn to-support the
Comipany’s liquidity position arid maintain its safe and sound dpcrati_oris.-fqr thé thirteen months: following the
signing of the financial statefnents.

Liquidity Risk

The enterprise wide Liquidity Risk Policy establishes the frainework that guides and govérns liquidity risk
management to ensure the Company maintains franchise continuity during periods when its tegulat’sources of
funding in¢luding the sale of Cardmember loans and receivablés o a related party, become impaired. Franchise
‘continuity in¢ludes the ability to-fulfil the ¢ash requirements arising from providing its. products and services as
it would if its funding scurces were fiot impaired, as well as to satisfy its ‘contractual .cash obligations in the
évent it cannot raise neiy funds. The Company performis annual liquidity stress testing ata Company level (base
and severe scenarios) to support frauchise continuity assumptions,

The Compahy understands that the Group-will maintain access to.diverse liquidity sources, which are available
io the Company. The sources will be maintained in -amounts sufficient to meet the Company’s business
requirements and. expected. future financial ublluatlons fora pcrlod of at least twelve months in the event the
Company is.unable to raise iew funds under its regulai funding programs during a substantial weakening in
economic conditions. The Company actively ‘maintains a mixture of sustainable long-term' and' short-term
fihance that i§ designied to ensure that it has’ sufficient available fsids for business coentinuity.

Market Risk

The Market Risk Poticy objective is-to identify and. manage market risk-exposures within the policy limits-in the
context of the Group’s overall business: model while supporting sustainable ¢arnings growth. This: is
accumpllshed by identifying, measuring and reporting such exposures on-a-periodic-basis and by managing its
exposures within the policy limits.
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Strategic Report for the year ended 31 December 2021 (Continued)
FINANCIAL RISK MANAGEMENT (continued)

Market Risk (continued)

() Interest Rate Risk

The Company has both interést bearing assets -and interest bearing liabilities. Interest bearing assets are
‘primarily cash, intercompany loans and Cardmember loans. and receivables. The Company manages its exposure
thyough having a mix of external and intercompany debt at both fi xed and shott:term rates. consistent with its
business.operations qnd enterprl_se_-mde Market-and Liquidity Risk Polictes,

Due, to uncertainty surrounding the suitability-of the Londen interbank offered :rate {LIBOR) as. a credible
benchmatk: rate, it is.being phased out and will be replaced: by alternative reference ratés by June 2023. Thé
Group bas an enterprise-wide, cross-funictional initiative to identify, assess and monitor risks associated with. the
LIBOR transition, engage with' industry participants, customers and regulators and to fransition to new
alternative reference rates.. As part of this global initiative, the Company has worked fo ensure that contracts,
operational processes, information technology systems and models:have been updated to replace references to
LIBOR and facilitate a timely transition to alternative rates. All rates were updated effective ] _J'anuary'?OZQ.

For further details-of amendments to the associated accoutiting standards, please refer to the-basis of preparation
section of Note 3 - Summary of significant accoumting policies.

For details on the exposures lmpacted please refer to the interest risk managginént section of Note 4 — Financial
risk manageinesit.

(if} Foreign Exchange Risk

Thé Compaty is nof. ultimately exposed to any significant transaction foreign exchange: risk from its operations
as they are ‘bomne by a related Group entity. The Company manages foreign exchange tranislation risk ‘on the
financiak results and any-foreign ¢wrency net asséts. exposure of its European branches by taking ouit derivative
fotward foreign exchange contracts designated as net investment hedging instrumets.

STATEMENT BY THE DIRECTORS IN PERFORMANCE OF THEIR STATUTORY DUTIES N
ACCORDANCE WITH 5172(1y COMPANIES ACT 2006

The Directors. of the Comipany, as those of all UK companies, must act in accordanc¢e with a set of general
dities. These duties are detailed inséction 172.0f the UK Companies Act 2006 which is sumimarised-as follows::

A Director of a company inast act in the way they consider, in-good faith, would be most likely to promote the.
success of the company for the-benefit of its shareholders as a whole and; in doing so have regard (amongst
other matters) to:

= the likely consequénces of any ‘decisions in the long term;

'+ the interests of the Company’s efployees; '

«  theneed to foster thé Company’s busihess relationships with suppliers, customers.atid others;

s+ the impact of the Company’s opetatiofis on the cominunity and the environmerit;

= the desirability of the Company maintaining a reputation for high standards of business conduct; and:
s the need to act faitly as between menibers of the Company.

As part of their induction, a Director is briefed on their duties-and they can access professional advice on these,
either from the. Company Secretary or, if they judge' it necessary, froman independent adviser. The Directors.
fulfil -their duties partly through a governance framework that délegates. day-to-day decision making to
employees of the Company. Furthermore, it is important that they. understand both the short and long term
consequences of these decisions.
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STATEMENT. BY THE DIRECTORS IN- PERFORMANCE OF THEIR STATUTORY DUTIES IN
ACCORDANCE WITH S172(1) COMPANIES ACT 2006 (continued)

The following paragraphs summarise how. the Directors fulfil their duties:

1. Risk mansgement

The Conpany provides services to its cuistomers in a highly regulated envitonment. As the Company grows; its
bisiness and risk environment becomée more complex. It is therefore vital that the Board effectively 1dent1fy
‘evaliate; manage and rmitigate the risks faced by the Company, and that their approach te risk-management is
continually evolving. For details of the. Company's principal risks and uncertainties,.and how the Board and
wider governance structute manages the Cowmpany’s risk environiment,. please refer to. the Statement of
Corporate. Governance Arrangements.and Financial Risk ‘Management. section of..the Directors” and Strategic
reports respectively.

The Company has a robust internal control framework with clear roles and responsibilities for scalation and
remediation of risks. The franiework conisists of governance, risk assessriient, issue:management, and reporting
and monitoring by which. the Coiipany identifies, assesses; measures, monitors and controls risks facing the
business. The Company has the “three lines of deferice”™ approach to risk management (detailed within the
oppottunity and risk-section of the Statenient-of Corporaie Governance Arrangements).

Duririg the year, this framework-and visk management approach was utilised in the context of Covid- 19 whereby
the Board” was regularly briefed on the key operational; financial and regulatory risks associatéd with the
ongoing pandémic. i partictlar, the Board continued to' closely monitor the risks. to the. Company's employees,
cardmembers and business parmers., Corisequently, the Board contined to initigate- thése risks dand provide
support to the aforementioned groups through ongoing facilitation of employees working from lioine, alongside
deéveloping plans for a retugn io the office when it was safe to do so (inchiding the development of the Amex
Flex mddely and finantial reliéf and support programis for thosé cardmembers and business partners suffefing
finaii¢ial hardship. '

2. -Our People

The Company 1s committed 1o being a résponsible business: The Board’s béhaviour on behalf of the Company is
aligned with the expectations ‘of our people, customers; investors, cominunitics and society as.a whole. Pebple
are at the heart of what the Company does. For the Compatiy’s busiriess to succéed, the Directors-are ult1mately
responsible for managing -employee performance and developnient, bringing thiongh talent whilst - ensuring that
the Comipany operates as efficiently as possible, The Board must zlso ensure that.all Company-employees share
common-values that inform and guide-their behaviourso they achieve their goals in the riglit way.

During the year, the Board received regular updates on the steps that were being taken to ensure the safety of the
Company’s employees in fight of the Covid-19 pandemic, including measures to provide a safe work
enviromment in each of ‘our offices and enabling our employees to work from home wherever posmbie In order
to mitigate the associated risks and keep-employees sufficiently infornied and reassured throughout this period
of uncertainty; the Board ensured that appropriate actions were taken by the relevant departments (e.g. HR,
Global Real Estate, Global Security and Global Services Group).

For further details on our people, please refer to-the Employee Engagement Statemeat in the Directors’ TEpoOrt..

3. Business rélationships.

The Company’s strategy iniplemented by the Directors prioritises organic growth, by continually enhancing the
Company’s customer value propositions; its brand and developing and maintaining strong client relationships.
The Cormpany valués all 6f its suppliéts and partners and has multi-year contracts with many of them.

The Directors believe that delivering products and. services ini a faif and transparent manner is critical to
providing best-in-class customer service. As part of its-fundamental commitment, the Company is dedicated to
etigaging. ih custoiner practices that embody ftransparency, fruthfulness, fairhess, and .a culture of nof-
discrimination,
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STATEMENT BY THE DIRECTORS IN PERFORMANCE OF THEIR STATUTORY DUTIES IN
ACCORDANCE WITH §172(1) COMPANIES ACT 2006 (continued)

The Company mianages and mitigates customer practices risk through .d'ed_icaled' "IESOUrces and Ongoing
monitoring, testing, and oversight. This also-applies to third-party vendors and. their subcontractors, also known
as fourth-party vendors.

Since the outbreak of Covid-19, the Board ensured that steps were taken to pl"o_a'ctivél_},:' engage ‘with ‘our
customers, business partnérs and suppliers ‘to mitigate - identified risks. For firther details on business
relationships and the actions: the Board tock during 2021 in this regard, please refer to the Stakeholdet
Etigagement Statement within the Directors® report. '

During ‘the year, the Boatd contihved to advise upon the implementation :of Sirong Customer Authentication
(SCA) due to the potential of disruption to the Company’s business partners. Decisions were made to mitigate:
the identified risks and careful cons_i'derati_on was made to avoid any detrimental impact to customers, suppliers
or partnets.

4. Commugity and environment

The Company’s approach is to use: ow: position of strength to create ‘positive change for the peoplé and
communities with which weinteract. The Board oh behalf of the Cornpany wants to leverage the expertise of its
people aid-enable colleagues to support local comminities, '

The Directors do this in thiee ways: providing leadership training that eriipowers local social-sector leaders to°
create sustainable change; helping citizen voluntéers to imiprove their communities; ‘and preseiving diverse,
vibrant historic places. By providing critical services that contributé to econoinic stability and mobility, the non-
profit sector plays a vital role in building a healthy society.. Throngh dur philanthropic and civic participation,
the Company serves and -empowers the pedplé and organisations that are confronting some of soéicty"s;'mo'st-'
comiplex issues. '

The Company, along with the Group’s approach to En\;ironmental stewardship within its operations: includes-a
focus across various themes, such as energy and emissions: management, waste management, third-party green
bulldmg certifi cations, and responsible sourcing. American Express: prlorltlses the managemént and
improvement of its own footprint, including the environmental impacts of our offices’ and operations. It is'also.
powering its network and_data centres: more efficiently and with the use of renewable resources, as well as:
exploring more. sustainable payment solutions, {ncluding utilising réclaimied ocean-bound plastic to ‘make its
cards. Finally, the Company strives to. work with diverse’ suppliérs -and source envmmmentally and socially
responsible products and seryices from approved third-party vendors:

The. Board -considers the impacts of all its decisions on the. community and the-environment. However, there
were no significant events during the year specifically related to the ~commutiity of ‘the énvironment that:
“warranted escalation to the Board or spécific consideration ‘by the-Company rather than the Group. If such an
event weie to atise it wolild be éscalated to the. Board through the: Company's existing risk. management and
_governance framework. For further details-concerning:the environment please refer to the * Str_eaml'inet:l'--'Energy
‘and Carbon Reporting’ section within the Directors’ réport.

5.  Shareholders

The-Coinpany is a who]ly owned subsidiary within the American Express group, whose ultimate parent is listed
on the New York Stock Exchange. The Board of American Express Company is cammitted to openly engaging -
with its shareholders as it recognises the importance of a contmumg effective dia]ogue, whether with- major
institutional investors, private or- employee sharehalders. Tt is:important to American Express that sharcholders
understand ouf strategy and objectives, so these must be explained clearly, feedback received, and any issues or.
questions taised and. properly catisidered. The Company Board ensures that it applies consistent shareholder
priorities. To this end, the Board regularly reviews its business strategy o ensure the steps: being taken in this
‘regard align with sharsholder prierities and that said strategies maximise shareholder retarn. '
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STATEMENT BY THE DIRECTORS IN PERFORMANCE OF THEIR STATUTORY DUTIES IN
ACCORDANCE WITH 5172(1) COMPANIES ACT 2006 (continued)

‘The Company's immediate“par&nt-,- American Express Holdin’gs Limited (AEHL); is represented.on the Board by
the-Company’s Chief Financial Officer who is also a director of AEHL.

OUTLOOK, RISKS AND UNCERTAINTIES

Iirline with Group strategry, the Company is focuged oni maititaining growth in an uncertain economic, political
and regulatory environment whilst managing costs and upholding setvice quality.

The ilwestm_en_ts that the Company has made over the past several years Rave ultimately sustained growth,
déspit‘e‘ the impacts of the Covid-19 pandemic, positioning the Company well to-continue to-increase its share in
the payments industry sector, and have also.enabled opetations to be redesigned leading to improved efficiency
.and customer service. The Company continues to invest carefully in order to capitalise on new opportunities for
oW th,

The Company offers a broad airay of products and-services to consuniers, small businesses and commercial
clients and thus is ‘dependent upon the level of consumer and business activity, Slow economic growth,
economic Coitraction -or shifts in broader .consumer and business- trends significantly impact customer
behavicurs, including spending -on our cards, the ability and willingness of Cardmémbers to borow and pay
amouiits owed fo us, and demard for fee-based prodicts and services. Factois such as consuer spending and
cqn'_ﬁd_en_ce, inflation, interest rates, energy costs, household income, unemployment rates and geopolitical
instability all -affect the écoriomic environment and, ultimately, the Company's prafitability. The' Company is
monitoring the impact of the current high levels of inflation:onthe behaviour of its card members.

The Covid-19 pandemic has had widéspredd, rapidly evolving and wnipredictable impacts on society, the
economy, and consumer and business spending. As a result of the contiruing roll oat of vaccinations and the
relaxation -of containment rules and travel restrictions, consumer confidence ‘appeats td be ihcreasing and the
Cotmpany is setihg a:return.fo norimal opérating conditions and custdmer behiaviour in respect of travel, dining
and in-person -evenis.

The current. Russia-Ukraine conflict has {ed to the suspension of-all American ‘Express ‘'opérations in Russia.
American Express issued cards will no longer operate at merchants and ATMs in Russia, and cards issued in
Russia by Russian. bank partners will nat operate on the American Express gl_qb_al _netwark. Additionally,
American Express has susperidéd all business operations in Belarys. The Company has ininimal exposure to
Russia, however Management will continue to monitor the situation.
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STATEMENT BY THE DIRECTORS IN PERFORMANCE OF THEIR STATUTORY DUTIES IN
ACCORDANCE WITH S$172(1) COMPANIES ACT 2006 (continued)

After making enquifies and giving consideration to the Group's intention to provide ongoing’support to the
Company..as well as the integral nature of the Company's operations to the broader group;'tl_le Directors have a
reasonable expectation that the Company has adequate regources to continue’ in operation for the foreseeable
future. Agcordingly, the. Directors continue ‘to adopt the .going concern basis in preparing.the firancial
statements. '

The Strategic report was reviewed by the Board of Directors. on 26 May 2022 and approved on the dafe
specified bélow onvits behalf by:

. Docusf\gnad.hy: ‘DocuSigned by:
Hannale (Lwis Dawid By
L GUARAE 11E0ZFATE . ~—EBCOF257356E4BD.. . .
H Lewis ' D Bat ey Date: 26 May. 2022
Chairperson . Chief Financial Officer
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Independent auditors’ report to the
members of American Express
Services Europe Limited

Report on the audit of the financial statements

Opinion
In our opinion, American Express Services Europe Limited’s financial statements:

+  give a true 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 (United
Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law); and

+  have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Report and Financial Statements for the year ended 31
December 2021 (the “"Annual Report®), which comprise: the Balance Sheet as at 31 December 2021; the Income
Statement, the Statement of Comprehensive Income, and the Statement of Changes in Equity for the year then ended;
and the notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, which includes the FRC's Ethical Standard, as applicable to other entities of public
interest, and we have fulfilled our other ethical responsibilities in accordance with these reguirements.

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

Other than those disclosed in note 7 - Profit/(Loss) before taxation, we have provided no non-audit services to the
company in the period under audit.

Conclusions relating to going concern

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

+  Obtaining management's forecasts and stresses, with a focus on capital and liquidity risk, and testing their
reasonableness, including by comparison to historic performance;
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«  Considering the American Express group's intention to provide ongoing support to the Company as well as the
integral nature of the Company's operations to the broader group;

«  Assessing the capital and liquidity position of the ultimate parent undertaking; and

+« Reading and evaluating the adequacy of the disclosures made in the financial statements in relation to going
concern.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the company’s ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

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.

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

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

Reporting on other information

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

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

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

Based on our work undertaken in the course of the audit, the Companies Act 2006 requires us also to report certain
opinions and matters as described below.

Strategic report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors’ Report for the year ended 31 December 2021 is consistent with the financial statements and has been
prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we
did not identify any material misstatements in the Strategic report and Directors’ Report.
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Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

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

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.

Auditors’ 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 auditors’ 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.

Iregularities, 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.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with
laws and regulations related to the Financial Conduct Authority, the Payment Services Regulations 2017 and UK tax
legislation, and we considered the extent to which non-compliance might have a material effect on the financial
statements. We also considered those laws and regulations that have a direct impact on the financial statements such
as the Companies Act 2006. We evaluated management's incentives and opportunities for fraudulent manipulation of
the financial statements (including the risk of override of controls), and determined that the principal risks were related
to posting inappropriate journal entries and management bias in accounting estimates. Audit procedures performed by
the engagement team included:

*  Enquiries of management and those charged with governance, including review of minutes of meetings in so far as
they related to the financial statements and consideration of known or suspected instances of non-compliance with
laws and regulation and fraud;

*  Review of correspondence with the regulators;

= Identifying and testing journal entries, including duplicate journal postings, and backdated journals

*  Challenging the assumptions and judgements made by management in their accounting estimates, in particular in
relation to the fair value of the undrawn commitment and membership reward liability; and

«  Testing of the financial statement disclosures.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances
of non-compliance with laws and regulations that are not closely related to events and transactions reflected in the
financial statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not
detecting one resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional
misrepresentations, or through collusion.

30



DocuSign Envelope ID: 0FS4A7AD-D351-48A7-9638-015EDC410D63

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

Use of this report

This report, including the opinions, has been prepared for and only for the company's members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is shown or
into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

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

+  we have not obtained all the information and explanations we require for our audit; or

= adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

«  certain disclosures of directors’ remuneration specified by law are not made: or

« the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

AN

/ z,A a:ﬁ

Luke Hanson (Senior Statutory Auditor)

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

London
27 May 2022
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American Express Services E"urOpe.-__L'i_'mit'_ed

INCOME STATEMENT
For the year ended 31 December 2021

2021 2020

Total Total

Note(s) £000 £000

TURNOVER 5 1,201,035 1,110,968
Administrative expenses 7.8 {1,113,431) (1,185,502
OPERATING PROFIT/LOSS) 87,604 (74,534)
Interest receivable and similar income 10 4375 7,134,
Interest payable and similar expenses ti (8,579) (8,213).
PROFIT/(LOSS) BEFORE TAXATION 7 83,400 (75,613)

Tax of profiti(loss) 12 {16,399) 17,238
PROFITALOSS) FOR THE FINANCIAL YEAR 67,001 (58.375)

Thée. notes on pages 37 to' 101 form an integral part of the financial statements.
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American Express Services Europe Limited

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2021

Note

Profit/(l.oss) for the financial year

Other comprehensive ineome/{loss): ifems. that may be

teclassified to income statement:

Foreign exchange gain/(10ss)

(Loss)/gain on net investment hedges 16

Total other comprehensive income/(loss)

Total comprehersive income/{loss) for the.year net of tax-

2021 2020
£000 -£000
67,001 (58,375}
5,992 (4,149)
(3.548) 3,190
2444 (959)
69,445 59,334)

The notes-on pages 37 to 101 form.an integral part of the financial statements.
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American Express Services Europé Limited

BALANCE SHEET
As at 31 December 2021
Registered niimber: 01833139

Note
FIXED ASSETS
Tangible assets 13
[nvestments 14
CURRENT ASSETS
Stocks
Debtors 17.18
Cash at bank and in hand. 19
TOTAL ASSETS.
CREDITORS: Amounts falling due within one year 20
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES:

CREDITORS: Amounts falling due after more than one year 21

PROVISION FOR LIABILITIES 24

NET ASSETS

See Note 13 For details of restatenient.

‘2021 2020
Restated

£000. £000
118,880 129,317
£40,793 140,796
259,673 270,113
7,254 9,199
2,927,599 2,151,922
283,026 378,766
3,217,879 2539887
3,477,552 2,810,000
(527,158) (1,190,081)
2,690,721 1,349,806
2,950,394 1,619,919
(1,734,107) (506,356)
(155,187) (125,542)
1,061,100 988,021
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American Express Services Europe Limited

BALANCE SHEET
As at 31 December 2021
Registered number: 01833139,

2021 2020
Note £000 £000
CAPITAL AND RESERVES
Called up share capital 26 211,788 211,788
Share Premiim account ‘52,574 52,574
Share based payment reserve 18,261 14,627
Translation Feserve (_5,340)_ (11,332)
Retained earnings 783,817 720,364
TOTAL SHAREHOLDERS' FUNDS 1,061,100 988,021

The financial statements on pages 32 to 101 ‘were approved by the Beard of Directors on:26 May 2022 and

asedte-behalf b\r DocuStgned by:
‘ thaunale {ruvis @mi Bailey

94BAET1EQ2FATE ..
eWIs @&HF ?355E4BD

Chairperson Chief Financial Officer

The notes on pages 37 to 101 form &n integral part of the financial statements.

Date:

26 May-2022
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American Express Services Europe Limited

STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2021

Registered nusiber: 01833139

At1 January 2021

Profit for the financial year
Other coinprehensive income
Total comprehensive income
Cutrent and Deferred tax
movetments in equity (Note 12)
Share-based paymerts charge
Recharge paid to parent for
share based payments

At 31 December 2021

At T January 2020

Loss for the financial year
Other.comprehensive loss

‘Total comprehensive loss

Current and Deferted tax.

movements in equity (Note [2)

Share based payments charge
Recharge paid to parent for
share based payments

At 31 December 2020

Called-up Share Share based Translation Retained Teotal
share  Premium paymerit. reserve  earnings Shareholders'
capital account reserve Funds
£000 £000 £000 £000 £000 £000
211,788 52,574 14,627 (11,332) 720364 988,021
— —_ - — 67,001 67.001
" - — 5.992 (3,548 2444
—_ - e 5,992 63,453 69,445
— — 3,705 — o 3,705
e e 13.539 e — 13,539
— — (13,610 — — (13,610
211,788 52,574 18,261 (5,340} 783,817 1,061,100
Called-up Share Share based Translation Retained Total
share  Premium payment -reserve  earnings Shareholders'
capital account reserye Funds
£000 £000 £000 £000: £600 £000
210,788 52,574 13,872 (7,183) :??5;,'54.9- 1 ,046,600
— — — —  {5837%) (58.375)
— — — {4 149) 3,190 (959}
— -_ — 4,049)  (55,185) (59,334)
— —_ 512 — — 312
— e 12,988 — — 12,988
o — (12,745} — — (12,745)
211,788 52874 14,627 {11,332) 720,364 988,021
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American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021

1. PRINCIPAL ACTIVITIES AND GENERAL INFORMATION

The principal activity of American Express Services Europe Limited {*AESEL” or “the Company™) is the
provision of financial services in relation 10 payment services:

The Cnmpany is-engaged in the issuing of a wide range of charge cards and revolving credit cards, mcluding the
provision of products and services refated to consumer and corporate clients, The Company also offers a range
of foreign currency payment solutioris, together with a range of rewards schemes, including those which award
custonters who hold the Comipany’s cards (“Cardmembers™) points based on the amount théy spend.

On 1 March 2019, .the Company, in response to. the regulatory risk posed by Brexit in relation to the ability of
the Company to-passport its card issuing: busmess from. the UK into the European Economic Area (¢ ‘EEA™),
transferred certain passporting’ reliant card issuing operations in Europe (° ‘business transfer ). to 'its. Spanish
subsidiary, American Express Europe S.A. (¥ AEESA”] -and Italian subsidiary, Amerlcan Express italia S.r.l.
{ AR, Branches- that no, longer-perform any business activities and have no o_th_er_ requirement to remain will
be deregistered. in the foreseeable future.

AESEL is a private company timited by shares, registered in England and Wal¢s, domiciled in the United
Kingdoni and is: part of the: American Expréss group of companies (“the Group”). The dddress of its registered
office is Belgrave House, 76 Buckingham Palace Road, Loiidon, SWIW 9AX.

2. AUTHORISATION OF FINANCIAL STATEMENTS AND STATEMENT OF COMPLIANCE
WITH FRS. 101

The financial staterments of the. Company for the year ended 31 D_ece_mber'_zf.}_z-}. were reviewed by the Board of
Directors-on 26 May 2022.and approved an thie Board's behalf by H Lewis and D Bailey.

These financial statements were prepared in accordance with Financial Reporting Standard 101 'Reduced
Disclosure Framework"(FRS 101) and in accordance with applicable accounting standards.

The Company is able to take advantage of certain disclosure exemptions available under FRS 101 as it is a
wholly owned subsidiaiy of American Express Company:

The Company‘ has taken advantage of the exeémptions under 5401 of the Companies Act 2006 mot.to prepare.
consalidated financial -statements as it is a wholly owned subsidiary of American Express International Inc.
(*AEII") incorporated in the United States .of America; a larger. Group entity incorporated cutside of the
European Economic Area,

The Company's immediate parentis American Express Holdings Limited, a subsidiary of AEIl, American
Express Holdings leltecl owns 90,15% of the Company, with the remaining 9, 85% belongmg to- Amex NL
Holdings 99, LLC. (armther SleSldlal')’ of AEI. AEIL is the parent undertakmg of the smallest group. of
undertakmgs to -consolidate these financial statements as at 31 December 2021, The ultimate parent and
controlling entity. is American Express Company, incorporated in the United States .of America. . American
Express Company is the parent undertakmg of the largest group of undertakings to consolidate these financial
statements as at' 31 December 2021.
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American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2021

2. AUTHORISATION OF FINANCIAL STATEMENTS AND STATEMENT OF COMPLIANCE
WITH FRS 101 (continued)

Copies of the American. Expréss Company and American Express liternationdl Inc. financial statements ‘can be
obtained from Ameiican Express Company, Americian Express Tower, World Financial Centér, New York, NY
10285, USA. ' ' '

The principal accounting policies-adopted by the Company are set out in Note 3.
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies which have: been consistently applied in the prepatation of these financial
statements are-set out below:

3.1 Basis of preparation

The financial statements are prepared in accordance with The Companies Act 2006 as applicabie to companies
using FRS 101, The financial statements are prepared on a going concern basis under the historical cost
convention, modified by the revaluation of certain financial instruments and derivatives 10-fair value through
profit-and loss. The Boatd remain satisfied with the approptiateness-of preparing the financial sfatements on a
going concern basis, considering the. Group's intention fo provide ongoing Support to-the Comipany as well as
the integral nature of the Company s operations to the broader grotip. ‘The functional curréncy is pounds sterling
(£) and the financial statenients and notes aré presented in pounds sterling with values rounded to the nearest
thousand (£000) unless otherwise stated.

The preparat[on of financial siatements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It alse requires management to exercise its judgement in the process of applying the
Company’s accounting policies. Flie areas mvoivmg a higher degree of Judgement or. complexity, ot areas
where assumptions and estimates are significant to the financial statements are disclosed in Note 3.26:

The Conipany has taken-advantage of the following disclosure exemptions allowéd undei FRS 101%

» the.requirements of paragraphs 45(b) and 46 to 52.of IFRS 2, *Shaie-based payment’ (details of the number
and weighted-average exercise prices of share options, and how the fair value of goods-or services received
was determined). '

» the requirements of paragraphs’ 62, B64(d), B64(c), B64(g), B64(h), B64(j) to. B6Km), B64(n)ii),
B64(o)(ii), B64(p), Bo4(q)(ii), B66 and . B67 of TFRS 3 Buisiress Combinations provided ‘that. equivalent
distlosures: are included in ‘the consolidated financial statements of the jgroup in which the entity is
‘consolidated.

+  the requirements of paragraph 52 of IFRS 16 Leases.

¢« the requirements of IAS. 1. ‘Présentation of Financial Stafernents’ paragraph 38 to present comparative
information in respect of
- ‘paragraph 79(a)(iv} of TAS | {reconciliation of shares outstandinig);

—  paragraph 73(e) of 1AS 16 Property, plant and equipment;

— paragraph 118(e} of IAS 38 Intangible assets (reconciliations between the carrying. amount at the

beginning and end of the period).

« the requirenients of the following paragraphs of IAS 1 *Presentation of Financial Statements™;

— 10(d) stateinent of cash flows; _

— 10(f) balance sheet as at the beginniiiig of the preceding peried when an entity ‘applies an accounting
policy retrospectively or makes-a retrospective restatersient of items in its. financial statements, or when it
reclassifies items in its-financial statements;

—~ ‘16 statement. of coinphance with all IFRS;.
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American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 Décember 2021

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (:_Coilﬁnli'cd)

3.1 Basis of preparation {continued)
— 38(a) requirement for minimum of two primary statements, including cash flow statemerits;
—  38(b)~(d) and 40 {a) additional’ comparative information; and
- 111 cash flow statement mformatmn,

+ the requirements of IAS 7 ‘Statement of Cashi Flows’ to. prepate a statement of cash flows;

= the requlrcments of IAS 8 *Accounting Policies Changes in' Accounting Estimates and Exrors” paragraphs 30
and 31, congerining new [FRS that have been issued but aré not yet effective;

+ the requirements: of the second sentence of paragraph L10-and paragraghs 13(a), 114, 115, L8, 119(a) to
(c), 12010 127 and 129 of IFRS 13 *‘Revenue from Contracts with Custormers™;

« the requirements of TAS 24 “Related Party Disclosures’ paragraphs 17 and 18A to disclose the compensation
‘of key management personnel; and _

» the requirements. of [AS 24 ‘Related Party Disclosures’ to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary-which.is a party to the transaction is
wholly owned by such a member.

(a) Standzrds and Interpretations effective in 2021
“The entity. has adopted the following standards and -amendments ‘to standards: with an initial date of
application of | January 2021.

+  Ameéndments to TFRS 16, Leases, Covid-19-related Rent concessions
Effective for annual periods beginning-on or after [-June. 2020 (early adoption permiited). The relief was
originally limitéd to reduction in léase payments that were due on or before 30 Juné 2021, However, the
IASE subsequently extended this date to 30 June 2022

As a result of the: COVID-19 pandemic, rent concessions have been granted to lessees. Such-concessions
might take a variety of forms, including payment-holidays and deferral of Jease payments “This amendivient:
provides lessces with an option to treat qualifying rent concessions in the same way as they would if they
‘were not lease mudlﬁcatlons this results in accounting for the concessions as variable lease paymients in the
period in"which thcy. are granted. This amendment is not expected to significantly. affect the Company’s.
financial stafements it curfent or future periods,

«  Amendments to IFRS 9. 1AS 39, IFRS. 7, IFRS 4 and IFRS 16 - Tnterest Raté Benchmark Reform (TBOR)
Phase 2
Efféctive for annual periods beginning on or after | January 2021

Phase 2 amendmetits follow on from the amendnients fssued in Sepfember 2019 (Phase 1) that were
effective 1 January 2020. Phase 2 provides the following additional reliefs: 1) When changing the basis for
determmmzj contractual cash ﬂows for financial assets and. liabilities (including lease liabilities), where:
these are necessary changes as a direct: consequence of IBOR reform and which - are consjdered
economically equivalent, relief is provided so that the change will not result in afi immediate gain or loss in
the income statement; and 2) Hedge accounting reliefs will allow most IAS 39 or IFRS 9 hedge
relationships 1hat -are directly affected by. IBOR reform to contmue However, additional ineffectiveness
might need to be recorded.

This amendiment is notéxpected to significantly affect the Company s financial statements in current:or.
future peuods and further informaticn on this transition is given in Note 4 - Financial tisk management
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American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ._(CDntinued)
3.1 Bisis of preparation: (confinued)

(b) Standards and amendnients: e:’lr['y adopted by the Company
No siew or-ameiided standaids and interpretations were adopted early by the Company.

3.2 Foreign currency translation

{a) Functional and presentational currency

The Company recoids financial transactions iii a vatiety of cutr encies across ifs-operating units. Items.included.
in -the. financial stateménts of the Cempany are measured using the currency- of the primary’ econamic
ehvironrhent in-wh‘ic‘ﬁ the entity operates_:_'(‘._thc functional currency™}. The-financial stateinents of tlic"C_om‘pany_
are presented in ‘'Pounds Sterling' {£). which is the Company’s functional.and presentation currency,

{b) Transactions and balances

Foreign currency transactions are translated. into the functional cutrency- using the exchange rates prevailing at
the ddtes of the tansdctions, Forgign _exch'ang_e_ gains and losses iesu!tihg from the settiement of such
tranisactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies arg borne by a rélated Group entity: '

Translation differencés or financial instruments measured at fair value through profit or loss are reported as part
of the fair value: gain-or loss .in-th'f; Income-Statement.

(c) Foreign Branches
The assets and liabilities of foreign branches that have.a different functional currency are translated into, pounds
sterling {'£) ag follows; _ _
+  assets and liabilities for each balance sheet presented are translated at the closing rate:at the date: of that
Balance Sheet;
»  income andexpenses for each ITncome Statement are translated at average exchange rate; and
= all resulting exchange differences are recognised in other comprehensive income.

3.3 Disposal groups held for salé and discontinuing operations.

Dispesal groups are classified as held. for-sale if their. c‘arrying amount will b recovered principally through a
sale transaction rather than throu gh:continuing use and a sale.is considered. hlghly ‘probable. They are.measured
at the lower-of their carrying amount and fair value less costs to sell, except for assets such as deferred tax
assets, assets arising from: employee benefits. and financial assets that are-carried at fair value.

An impairment loss is recognised for any initial or subsequent. write-down of the disposal group to fair value
less costs ‘to:sell. A gain is recognised for-any subsequent increases in fair value less costs:to sell of disposal
groups, but not in excess of any cumulative impairment loss previously recognised. A gain or loss not
previously recognised by the date of the sale of the disposal groups is recognised.at the date of derecogmtlon
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American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3 Disposal groups held for sale and discontiiluing operations {¢ontinued).

Disposal gro_ups are: not-depreciated or amortised while they are classified as held for sale. Inferest and other
expenses aliributable to the liabilities of a disposal group classified as held for sale continue to be recognised:
Assets. of a disposal group classified as held for sale are preserited separately from the other. assets in the
Balance Sheet The liabilities of a disposal group classified as held for sale are presented separately from other
liabilities in the Balance Sheet.

A discontinuing operation is-a component of the entity that has been disposed of-or is classified as. held for sale
and that represents a separate major ling of busitess or r!e:ographlcz’ll area of operations, is part of a single co-
ordmated plan to dispose of such a line of business or area of operations, or is a subsidiary acquired exclusively
with a view to resale. The resuits of discontinuing operations are presented separately in the Income Statement.

3.4 Tangible assets’

Cost

Tangible assets are measured ‘at cost’less accumulated depreciation and any accumu[ated 1mpa1r111ent losses,
whiich are recognised- within adminisérative expenses. Costs include expenditure that is directly altrlbutable to.
bringing the asset to the location and condition necessary for it to be capable of operating in the manner
intended by the Company’s. management.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate dsset, as-appropriate,
only when it is probab!e that future economic benefits associated with the item will flow to the Company and
the cost ofthe item can be measured rch_ably_

Right-of-use assets are tecognised and measured _at-'tl_w respective’ ledse liabilities, adjustsd by prepaid- lease
payments, initial direct costs; and offset by lease incentives received.

Depreciation o

Depreciation is pl‘a'v.ijd_ed on a straight-line basis to write: off the net cost of eacli ifém of property or plant and
equipment to its residual value over their expected useful life to the. Campany. The assets’ fesidual values and:
useful lives are reviewed, and adjusted if-appropriate; at each Balaiice Sheet date:

Right-of-use assets aré depreciated over the shoiter of the uséful life and the lease term.

The estimated useful lives of each class of assets are:.

Leaseheld improvements - aver 5to 10 yeais

Forniture & fittings .- over 3 to 8 yedrs

Plant and Machinery = over 3 to 8§ years

Right of Use ~over 1 to 15 years

-Assets in course of construction. - not depreciated until brought into use

In the event of an impairment trigger event being enacted, an. asset's carrying amount is written down
‘immediately to its recoverable:amount if the asset’s carrylirg amount is greater than its-estimated recoverable
‘amount. Gains and logses. on disposals are determined by comparing: net proceeds with carrying amount aid are
included i in administrative expenses.

Repairs and -maintenance {as opposed to 'impmven_l_ents_ and enhancements of existing assets) are ¢harged to the
Income Statement during the period in which they.are incurred.
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American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Investments,
lavestments in subsidiaries are held at historical cost less any applicable provision for impairment,

3.6 .Business combinations, acquisitions and disposals
Business combinations in which all'of the combining entities or businesses are vltimately controlled by the same
party or parties after the combination -are accounted for in the financial statements prospectively (“the
predecessor values method™) from the date the Company obtains the ownership interest. Upon the acquisition of
a business or entity, the assefs aiid liabilities of the comibined.entities or biisine§sés are recognised af thieir book
‘valiies. Under the predecessor valugs method. the investments in subsidiaries are recognised at cost, The cost at
the point'of recognitit‘}n i3 deemed tc'} be equivalent "(0" nét book-value if the‘ emiti'e's' involved in Such transdct’io"n
carried _nut anhually and recogmsc_d it thg rccover&ble amml_nt of the m_ves_tment s’ less than the carrying ami ount
and the loss is recognised in the Income Statement.

For disposals where a business is. transferred to a-subsidiary within a business combination, the ¢ost is the
consideration paid to acquire the investmient.in the subsidiary, not tlie consideration received from the subsidiary
for the acquisition of the net assers comprising the business, . The consideration paid is therefore the camrying
value (equivalent to book valug) of'the assets trafisferred.

3.7 Tmpairment-of non-financial assets

Assets that have ah indefinite uséful life are not subject to amomsatlon and are tested anhually for impairment,
Assets that are subject to amortisation or depréciation are reviewed for impairment whenever market -or
economic events or changes in circumstances indicate that the carrying amount may not.be recoverable, An
impairment loss.is recognised foi the amount by which the asset’s carrying athount exceeds its recoverable
amount (i.e. the higher ‘of an asset’s fair value less ¢osts to. sell and its value-in-use). For the purpases, of
assessing impairment, assets are grouped at the lowest levels for which there are séparately identifiable L&Sh
flows {cashi-generating units).

An assessment, is ‘also made at each. reporting date as to whether there is any indication tliat previously
recognised iimpainment losses may no . longer-exist ‘or may have decreased. If such indication exists, the
recoverable amount- is-estimated. A previonsly recognised impairment loss is revérsed-only if there has been a
change in ‘estimates used to '_de:termine the asset’s recoverable amount since the last impairment. loss wag
recognised. I that is thie case, the carrying amount of the asset is incréaséd to its recoverable amount. That
increased amount-cannot exceed: the carrying amount.that would have been determined, net of depreciation, had
no impdirment loss been recognised for the asset in prior years. Such. reversal is recognised in the Income
Statement. After such a reversal: the depreciation charge is- adjusted in future periods to allocate the asset’s
revised carrying amount, less any residual value on a systematic basis over its remaining useful life:
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.8 Stocks.
Stacks are stated at the lower of cost and net realisable value, Cost inchides all costs iricurred in bringing each:
product to its present location and condition.

3.9- Financial assets

The Company-classifies its financial assets af fair value through-profit or loss. (FVTPL) and at amortised cost.
The Company ‘did not hold any financial dssets classified: as fair valie through other comprehensive income
(FVTOCT} during the reporting period.

The classification ‘is determined -on the basis of both: 1) the Company’s business -fiiodel for managing the
financial assets and 2) the contractual cash flow characteristics of the’ financial asset. For an asset to: be
measured at amortised ‘cost; thé contractual terms: should give rise to cash flows that are solely payments of
principal and- interest on the. principal amount outstanding (SPPI). For the purpose of SPPI test, principal is the
fair value of the financial asset at initial recognition.

Intergst. is the consideration for the time value of money and for the credit tisk'associated with the princ'i_p'al
amount outstanding, duting.a particular periéd of time and. for other basic lénding risks and costs, as well as
profit margin,

Managemient determines the ¢lassification of financial assets and liabilities at initial fecognition and re-evaluates
this ‘designation at ¢vety réporting. daté. The desigriation of fihancial assets.at fair value through profit or loss is
generally irfevecable. Reégular purchases and sales of fihancial assets are recognised on the trade-date—~ the date
onwhich the Company commits to purchase or sell the asset, Loans aré récogiised when cash is advanced to-the
borrower.

{a) Financial assets at'fair valuc through profit or loss

A financial asset is-méasured at fair valié through profit or loss unless it is measured-at. amortised cost or at fair
value through other comprehensive income. However, the Company may thake an itrevocable election at initial
recognition for particular 'investm:e'rits in equity instiuments that would otherwise be:measured at fair value
through profit.or loss to present subsequent changes in fair value in other conmiprehensive income; The Company
may, at-initial recogaition, irrevocably designate a financial asset as measured at fair value through profit or loss
if doing so either;

{i) eliminates or significantly reduces a measurement. of fecognition incongistency that wonld othe_rwise_ arise
from measuring the financial assets- or liabilities or recognising the gains and losses on them on different
bases; or P . o

(i) -a.group of financial liabilities or financial assets and financial liabilities is managed.and its performance. is
evaluated on a fair value basis, in accordance with a documented risk management or investment strategy,
and information about the group is provided internally on that basis. to thé entity’s key management
personnel.

Financial assets cannot be transterred into or out of this category after irtception except under very specific
circumstances, whereby they are récognised initially at fair value, with transaction costs taken directly to the
Inconie Statement. Financial assets at fair value through profit and loss are subsequently measured at fair value,
Fair value is determined in the manner described in Note 13,

Assets in this category are classified as. current assets if they are expected to-be realised within 12 months after

the Balance Sheet date, If the Company intends to.realise the assets- 12 months after the Balance Sheet date,. they
are classified as non-current.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES _(continued)

3.9 Financial assets (continued)
Gainis or losses arising from changes in the fair value of the “financial assets at fair value through profit or loss’
‘category are presented in the Income: Statement within administrative expenses in the period in which they arise.

Dividend income from financial assets at fair value through profit or loss-1 is recognised in the Income Statement,
-as part of other income when the Company’s right to receive payment is established.

Cardmember loans ot receivables are classified under TFRS 9 as mandatorily measured at FVTPL because: they
are held within a busmess model whose objective is achieved by selling the financial assets.

{b) Financial assets-at amortised cost.

Financial-assets at amortised cost are financial assets that are held within a business model whose objective s to
hold. financial assets-in order to collect contractual cash flows and the coutractual terms- of the financial asset
give rise on specified dates to cash flows that are solely payments of principal and interest omn the pr1nc1pal
amount-oufstanding,

‘They are included in current assets, except for maturities greater than 12 months after the Balance Sheet date,
These are classified as non-current assets,

Financial assets at amortised cost are recognised initially at fair value and-subsequently. measured at amortised
cost using the effective interest method less impairment.

Interest is recognised by applying the effective. interest rate, except for short-term receivables when the
recognition of interest weuld be immaterial.

Certain.Cardmember loans and receivables are classified under IFRS 9 as- mandatorily measured at amortised
cost because they are hield within a business model Whose objective is achieved by collecting contractual cash
flows.. These balances relate to minor porifolios that are not sold to a related party.

(i) Cardmember receivables

Cardmember receivables represent amounts due from Charge card customers. These receivables are recorded at
the time.a Cardmember enters into a point-of-sale transaction with a merchant, Cardmembel receivable balances
at amortised cost are presented on the Balance Sheet net of reserves for expected credit losses, and include
principal and any related accrued fees.

TFRS.9 classification is deperident on the relevant business model-applied (see 3.9(a) and 3.9(b)).

tHy Cardmember loans

Cardmember [oans represent amounts die froin lending product-customers. These loans are recorded at the time
a lending Cardinember enfers into a point-of-sale fransactioti with a merchant or when a Charge card customer
‘entets into-an extended payment airangement. Cardmember loans at amortised cost are presented on the-Balance
Sheet net of reserves. for Cardmember expected credit losses, and include accrued interest receivable and fees as
of the Balance ‘Shieet date. Cardmember Ioans also include balances with extended payment terms on ‘certain
Charge card products.

IFRS 9 classification is dependent on the relevant busiiiess model applied (see 3.9(a} and 3.9(b)}.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:(co ntinued)

3.9 Fingncial assets (continued)

(b) Financial assets at amartised cost (coritinued)

(m) Other loans

Other loans are recorded- at the time any . extension of credit is provided to consumer and commercial customers
for non-card financing products. Non-card hnancmg products are-not associated with a Cardmember agreement,
and instead are governed by.a separate borrowing relationship

(fvy Loans due froni 'G‘mup undertakings
Loans due from Group undertakings represent amounts. due from other Group companies. Expected credit losses
are not material given the nature of the letiding and the strong credit positionof the Group.

(v). Other debtors
Other debtors relate to travel and regular irade recéivables due to the Company in the normal ¢ourse of busiriess:
Expected credit losses are not material given the tvpmal[y short term nature of these balances.

3.10 Impairment of financial assets

The Company assesses financial assets, other than those at fair value through profit or loss, for eredit losses at
each Balance Shieet daté, .and measures loss allowance for -expected ‘credit losses. If, at the reporting date, the
credit risk on a financial instrument has not increased significantly since initial recognition, the- Company will
meéasure the loss allowance for that financial instrument at‘ag amount equal to 12-month expected crédit losses.
The Company will measure the loss dllowancé for-a financial. instrument at an smount-egual to the lifetime
expacted credit. losses if the credit risk onthat financial iristrument has ‘increased significantly sihce mitial
recogriition:

(o}  Cardmember loans and receivables

For the-purposes of a collective evaluation of impairment, -Cardmember loans and receivables afe grouped on
the basis of similar risk:-charactéristics, taking into account asset type, industry, geographical location, collatetal
type, past due status and other relevant factors, with the objective of facilitating an analysis that is designed-to
enable. significant iiicreases in credit risk- to be -identified on a timely .basis. The aggregation of- fittancial
instruments to assess whether there are changes i credit risk on a collective basis may change over tinie as new:
information bécomeés available-on groups of,_br individual, financial instrumerits.

The expected credit losses in a group. of financial assets that are collectively evaluated for impairment are
estimated in a way that réflects;

(i} an unbiased and probability-weighted amount that is determined by evaluating a range on the basis .of
possible outcomes; ' '

(i) the titne value: of money; and

(i reasonable and supportable information that is available without undue cost or effort at the reporting,

date about past events, current conditions and forecasts of fiiture economic conditions.

A ctedit loss is the present value of the difference betweeni the contractual cash flows that are due to an entity
undet the contract, and the cash flows that the. entity expects to receive. The methodology and assumptions used
for estimating future cash flows are reviewed regularly to reduce any differences bétween loss estimates and

actual loss experierice,
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

3.10 1mpairment of financial assets (contiaued)

{b) Loans due from Grouprundertakings

Loans. due from Group undertakingy réprésent amhounts due from other Group companiés and as. such are .not
subject-to any material impairment losses given the nature of the lending ‘and the strong-credit position of the
Group.

3,11 Offsetting financial instruments

Financial assets and liabitities ;are'df_fse_:___t and the net amount reported in the Balance Sheet when there is a
legally enforceable right to offset the recognised amounts. and there is an intention to settle on-a net basis, or
realise the assets and settle the liabilities- simultaneously. A transferred assef and the associated liability are not
offset where ate ansfer of a financial asset does not qualify- for derecogmtlon

3.12 Derecognition of finanéial instruments, including receivables

Financial instruments are derecagnised when the rights to receive cash flows have expired or-a transfer of the
financial instruments has taken place:where the Company has transferred substantially all the-risks and rewards
‘of ownership and the tranisfer quahf’ es for derecegmtlon

Transfers of financial assets that do not ieet derecognition:criteria are accounted for as secured borrowings in
the Balance. Sheet, Financial liabilities are derecognised wheit they are extinguished.

3.13 DPerivafives financial instruments and hedge accounting

Derivative financial instruments-allow the Company and its customers to transfer, modify or reduce their foreign
exchiange, interest rate and credit risks.. These ‘are either held for hedging Company positions, or for trading
purposes in relation to the Conipany's Foreign Exchange International Paynignts (FXIP) business.

{a) Derivatives
Dertvatives afe initially recognised at fair value on the date a derivative contract is entered into and are
subsequently re-measured at their fair value,

The fair value of the Company’s derivative financial instruments ave determined using either market quotes or
valuation. models that are based upon the net present value of estimated ﬁlture cash flows and incorporate
currerit market data 111puts The ‘Company reports- its derivative assets and liabilities on a net basis .(by
counterpany) where management has the legal right of offset under -enforeeable netting -arrangements and
intends to-settle on a net basis or to realise the asset and settle the liabitity s;multaneously Fair value is:
determined in the maner descr]bed in Note 15..

{b) Hedge acconnting

Derivative financial instiumerits that are entéred into for hedging purposes are designated-as such when the,
Company enters into the coniract. For all derivative: financial instruirents that are: designated for hedgitig
activities, the' Company formally docuihénts all.of the hedging relationships between the hedge insttuments and
the hedged itemis ‘at the inception of the relationships. Mandgement also forinally documents ifs. risk
manageinent-objectives and stratégies for entering into the:hedge transactions.

In accordance with.its risk managerment policies, the Company generally structures its hedges with very similar
terms to the hedged items; therefore, wheil applying the accounting tequirements, the Compaiy generally
recognises insignificant athounts of ineffectiveness through earnings. If it is determined that a- derivative is not
highly effective as a hedge, the Cotnpany will discontinue the application of hedge accaunting,

The Company kas a formal process for assessing- ‘whether derivatives desigpated as’ hedges are highly effective

in offseiting the fair value or cash flows of hedged items, at ihception and on a monthly . basis. These
assessments usually are made through the application of the “dollar-olfset” method.
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3. 8SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

313 D'erivatives__ﬁna‘ncigl instruments an_d hedge -qccountjng {continmed)

(b) Hedge accounting (continuied)

Hedges of net investments _

The Company designates certain derivatives as hedges of a net investment in a foreign opetation {net inivestmerit
hedge). '

A net investment hedge in a foreign operation is used to.-hedge future changes.in currency exposure of a net
investrent in a foreign operation. Hedges of net investinents in foreign operations, inciuding niobétary itenis
that are -accounted for as part of the net inveéstment, are accoutited. for similarly to cash flow hedges;. the
effective portion of the gain.of loss on the hedging instrument is récognised directly inequity and the ineffective’
portion is recognised-immediately in-the Incomé Statément. The cumulative gain or loss previously recognised
in equity. is recoghised in the Incomie Statement on the disposal or partial disposal of the foreign pperation.

The foreign exchange gains/fossés on net investment hedging instruments i relation to: non-consolidated
subsidiaries are recoghised. in the Income Statement.

Further information'about the Company's hedging arrangemerits is given in Note 16.

-3.14 Cash at bank-and in hand
Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of 90 days or less, and bank:overdrafts. It also includes funds held on behalf
of customers in safeguarde_d accounts, primarily caused by-Card_mem ber overpayments or reﬁ'_m_ds.

Bank: overdrafts are shown as bank loans and overdrafis within creditors falling due within one year on- the
Balance Sheet.

All cash and bank balances and money market instruments are carriéd at the principal amount. Interest is
recognised using the effective interest method,

3.15 Share capital
Ordinary shares are classified as equity. [ncremental costs directly attributable to the issue of new shares or
options are'shown in-equity as a deduction, net of tax, from the proceeds.

3.16 Financial liabilities

(a) Financial liabilities.at fair value throngh profif or loss

Financidl instruments are classified it this category if they are derivatives, held tor trading; ot if they are
designated by management under the fair value option,

Financial lisbilities at-fair value thréugh profit or loss are initially measired at fair value, with transaction costs
taken -directly to the Income Siatetnent; and subsequently stated at fair-value, with any resultant gain or loss
recognised in tlie Income Statemerit: The iiet gain of Joss recognised in the Income. Statemént incorpotates any’
interest paid on the financial liability.

(b) Other financial liabilities

Other financial lizbilities are initially measured at fair value, net of fransaction costs. Subsequent measurement
is at amortised cost using the etfective interest method, with interest éxpense recognised in the Irncome
Statement on an effective.yield basis. Other financial liabilities -dre. classified as botrowings, trade creditors;
other creditors and-acciuals in the Balance Sheet: '

Preference shares which are mandatorily redeemable on a specific date, are classifiéd as liabilities.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3:16 Financial liabilitiés (continued)

(¢} Finanecial loan commitments

These eommitments represent the-amount of unutilised eredit outstanding on the Cardinember loans. issued by
the Company. There is no deemed commitment in respect of Cardmember receivables given that they are
recorded at the time a Cardmember entérs it to a point-of-sale transaction with a merchant, and represent
amounts due on our card products anid card-related fees that need to be paid in full on or before the
Cardmember's payment due ddte. There is: no credit facility offered in respect of Cardinember recéivables,
Given that Cardmember loans are classified as FVTPL {due to past practice of selling these assets) IFRS 9
requires the récognitidn -of an undrawn commitment which is also classified as FVTPL. Thé fair value of the
undrawn comritment leverdges the IFRS 9 expected ¢redit loss calculation methodology for the unfunded
commitment (refer to-Note:3.26 on accounting estimates. and judgements and Note 15 classification of finaricial
instruments) arid is reportéd as part‘of other cteditors. The Company has not provided any loan commitments at
below market ‘interést rates. ar that can be settled net in cash or by delivering or issuing another financial
instrument.

3.17 Borrowings: _ _

Borrowings are recognised initially at fair value, generally théir.cash equivalents, net of-transaction costs
incurred. Borrowings are subsequently measured at-amortised cost. Any difference between. the proceeds {net of
transaction costs) and the tedemption value is recognised in 't_he.'Incor'nE Statement over the period - of the
berrowings using the efféctive interest method. Borrowings which are due to be settled within 12-months after
the Balance Shoeet date are presented as current horrowings even if the original term was for a period longer 12
motiths and an agreement te refinance; orto reschedule payments, on a long-term basis is completed after the
Balance Sheetdate and before-the financial statements are authorised for issue.

Borrowing costs that are directly attributable-to the ‘acquisition, construction or prqduclion of a qualifving. asset
are capitalised as part of the cost of the asset. All other borrowing costs are recognised as an expense in'the
Income Statement.using the effective interest methed in the period i which they are incurred.

3.18 Current and deferred tax

The emrrent income tax charge is calculated on the basis of the tax. laws enacted or substantively enacted at the
Balance Sheet date inthe.countries where the Company operates and. generates taxable income, Management
pcrlodlcally evaluates positions taken in tax returns with respect to situations in. which applxcable tax regulation
is subject to mterpretauon and estabhshes provisions where appropriate on the basis of amounts: expected to be
paid to the tax authorities:

Deférred income tax is provided in full, using:the liability method, on temporary differences: arismg between the
tax bases of assets and liabilities and their carrying amounts in the: financial statements. However, deferred
income tax is-not-accounted for if it arises from initial recognition of goodwill or from the initial recogmtlon of
an asset or liability in-a transaction other than a business.combination that at the time of the transaction affects.
neither accounting nor taxable.profit or loss. Deferred income tax is- determined using tax rates (and Taws) that
have been enacted or substamlally enacted by the Balance Shect date and are expected to apply when the reltated
deferred income tax. asset is realised orthe deferred income: tax liability is settled.

Deferred income tax asséts are recognised only to the extent that it is probable-that future taxable profit will be
available against which the temporary differences can:be utilised.

Deferred fax assets and liabilities are offset where the deferred tax balances. relate to the same taxation autllorlty,
and a lcgallx enforceable right to offsct exists. Current tax-asscts.and tax labilities are offset (where a legally
enforceable right exists).where the entity intends-eitlier to settle on a net basis, or to realise-the asset and settle
the liability simultaneously.
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3,SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (c'ontinu_e'd_)

3.18 Current and defeired tax(continued) _

Current and deferred tax charges and credits are recogriised in the Income Statement, except to. the extent. that
they'relate to items recognised iri other comprehensive income ot directly in equity. In this case, the tax charge
is a'lso_'recogniscd in other comprehensive in'_c_ome--or directly in equity:

3.19 Employee benefits

(2) Wagcs and salaries, annual leave and sick Teave, bonuses and long service leave

Liabilities for wages and salaries, including non=monetary benefits, annual leave and accumulatmg sick leave
expected to be- §_ellled within 12 months of the reporting date, are recognised in respect-of employees’ services
up to the reporting; date and are measured at the amounts expected to be.paid when the liabilities are settled.

A provision is recognised for the arhourit expected to be paid under shortterm cash bonus or profit-sharing
plans if the Coriipany has a present légal or constructive obligation to pay this amount-as a result of past service
provided by the employee and thie obligation can be estimated reliably.

{b} Termination bénefits

Termination benefits are payable when employment is terminatéd before the normal retirement date as a-result
of restructuring or whenever an employee accepts voluntary redundancy in exchange for termination benefits.
The Company’ recognises termination benefits when' it is demonstrably cofiimitted to terminating the.
émployment of current employees. according fo a detailed formal plan without the possibility of withdrawal.
Bengfits falling due more than 12 months.after the Balance  Sheet date-are discounted to present value:

{¢) Pension obligation

American Express- Company provides pension arrangements. for employees through defined benefit plans in the
UK, the Netherlards, Germany and’ Ita]y, and through defined. contribution' schemmes in the UK, Germany and
Sweden. The part1c1pat1ng empiovers of the UK plan share the associared risks of the plan under common’
control wnh no stated policy of sharing net defined: benefit cost.or for determmmg the contributions to be- paid
by each sponsoring emplover. None of the participating legal entities have been assessed as being sponsormg'
employers. of the plan: As a result, American Express UK legal entities account for the plans-as if they were.a
defined contribution -arrangement with additional disclosure. notes for the material plans {UK and Germany),
compliant with TAS 19, Contributions are charged to the Income Statement in the period in which they are paid,
Payments to the Company s defined contribution stakeholder pension schemes are recognised as-an expense as
they fall due.

{d) Share based compénsation plans

The Company engages in equ1ty-settled share-based awards in respect of services received from certain
cmployecs For cquity-settled awards, the faii* value of services recéived is measured by feference fo the fair
value of the stock awards or share optiens granted oni the date of grant. The cost of employée services received
in respect of the stock @wards.or share options granted is. recogniseéd in the:Income Statement over the vesting:
period: The Vvesting period is the shorter of the vesting Schedule as defined.in each award agréement or the date
an individual will become eligible to retire. Retirement eligibility is dependent upon age and/ot years of service.

The fair value of ‘options -eranted is deterinineéd by using the ‘Black-Scholes-Meiton® option-pricing model.
Restricted Stock.awards that do not include the Relative Total Shareholder Return {R-TSR) modifier are valued
using- American Ekpréss Company's stock pricé.on the date of grant, The performance-based Restricted Stock:
Awards that include the R~TSR modifier are valued using a Monte Carlo valisation. model. The R-TSR modifier
is a specific pérformance condition that defines total shateholder return as the stock price-appreciation over the
petformarice.péeriod in comparison to Anierican Express’ peers and is a determmmg factor in the final sharés
issued to an employee..
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3.19 Eniployee benefits (continued)

{d)} Share based compensation plans (continued)

As optionis‘and awards on American Express Company shares are: grarited by thie ultimate parent company to thee
eimployees of the Company, those awards: are accounted for in equity: The! Company has ai obligation to repay
the uitimate parent company for the share-based payments; and.that repayment is offset agaibst equity ta the
extent that it has been paid ‘or i5 payable to the-ultimate paretit company.

Portfolio Grants are primarily cash-settled, however since the'‘Company does ot have an-obligation to settle the:
award it is Tecorded as an equity transaction. An .expense Is. recognised in the Company’s' Income Statement
over the vesting period; and a ¢redit is recognised -in equity, These: awaids earri value: based on American
Express Compz{ny’s financial performance; market and:service conditions, and vest over periods from oneto
three vears.

3.20 Pravisions and contingent liabilities _ o _
Provisions ate recognised where the Company has a present obligation (legal or cornstructive) as a result of a
past event; it is probable that-a transfer of economic benefits: will be required fo settle the obfigation; and a
reliable estimaté can be made of the amount of the obligation, Provisions.aré not recognised on future. operating,
losses. Provisions are feviewed at each Balance Sheet date and adjusted to r¢fiect the current best estimate,
Pravisions are méasured at the presént value of the expected required expenditures to settle the obligation using
a pre-tax rate that reflects current market assessments of the timie value of money and the risks: specific fo. the
obligation.

Contingent liabilities are- disclosed when there is.a present-obligation that arises from past events but are not
recognised because the amonnt of the obligations ‘cannot be meéasured reliably, or where there 'ts-a possible
obligation arising from past events whose existence will be confirmed only by the occurrence or.non-occurierice
of one or more uncertain future events not wholly within the contro} of the Company.

3.21 Exceptional items

Items that are (i) material, (ii} result in the gerieration of revenues or expenses ouiside the ordinary course of the
Company’s business and (iii) -are: not expetted to recur in, subsequent years are separatc[y presented in the
[ncome Statement-as an ekceptlonal item.

3.22 Revenne recognition
Revenue coniprises income arising in the course ‘of the Comipany’s ordinary activities nét of value-added and:
other taxes, rebates and discounits;

The Comparny récognises revenue at an amount that reflects the consideration to which it éxpects td be-entitled
in exchange for transferring goods.or services to a customer. Reveriue is recognised-as:follows:

» Billing Credit revenue is’ earried from another Group. company for the. service and functions. thie
Company provides. to the American Express network. The revénue that the Compahy earns is a-
proportion of the billings incutred by its. Cardmembers, on account of their spend. Revenue is
recognised in-the period in which the Cardmember spend occurs and is presented net of a tragemark.
royalty payable to. another Group company. The Company satisfies its obligations under these
agreeme'nt_s. ‘over the contract term, often on a daily basis, ‘through the processing of Cardmember
transactions and the availability of our payment network;
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'3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (corntinued)

3.22 Revenue recognition (continued)

Card fees represent revenue earned from annual card membership fees, which vary based on the type of
card and the number of cards for each account. The Company offers: various card products; mcludmv
both charge and lending products; with a range of associated services and benefits. The annual fee

entitles t_he. Cardmeinber to use the card to make. pur_c]l_ases at merchants on the American Express
network, as well as.providing the Cardmeniber with access to.the card-related services and benefits.
Benefits associated with a card product may include access to the Membership Rewards program, or a
third-party reward program, and the ability to eari points that are redeemable for a variety of goods.and

services in these programs by spending on the' card product.

The Company satisfies its obligations to the ‘Cardmember over the annual membership. term, through
the p_roces_sihg of Cardmember transactions and -enabling the availability of ‘the cardstelated benefits
ahd services. Card fees, net of a reserve for projected refunds for Cardmember cancellation, are

deferred-and recogrised on a straight-line basis over the 12-month card membership period-as net card
fees in the Income Statement, Credit and Charge card fees are recognised in turnaver in.the Income

Statement and the unamiottised net card fee.balance is reported in creditors in the Balatice Sheet;

Incremental costs -incurred to acquire Cardmembers are capitalised -as an -asset.within' debtors and
amortised on a straight- ine basis-over the expecied C'ardmem_ber_ account lite which is estimated .ba__sed

on historical experience -and any relevant current information. Cash rewards or statement credits
tepresenting cash cotisideration payable to Card Members are recorded-as a reduction of the card fee,
with any excess classified as expense, when the statement credit is awarded to the Cardmember.

Spread revenue arises from remittance and mongy changing.operations and is recogtised whien there is
an‘exchange rate difference arising from the buying and selling 'of foreign currencies, as thess currency
transactions. take place.

Interest revenue is recognised using the effective interest rate method based-upon the principal amount
outstandiiig in-accordance with the terms of thie applicable account agreement (further information is
provided in Note 3.24). Interest revenue incorporates interest earned in relation to assets held at both
amortised cost and FYTPL.

Other commissions and fees include certain variahle fe¢s charged to Cardmembers, including foreign

currency conversion fees, delinquency fees and fravel commission and fees. Currency -conversion and

delinquency fees are prilnarily'.r_ecdgnisc_d in the period‘in which the Cardmember uses the card-relited
service (such as the foreign cutrency conversion). Travel commissions and fees: for travel agency
services include commissions from third-party travel suppliers, such as hotels and airlines, as an agent
for facilitating travel arrangements between the travel suppliers and Cardmeinbers, which are primarify
recognised at the point in time the reservations or'travel arrangements dre booked.

Revenue from services to other. related Group entities arises when the Company performs a service on
behalf of another related. Group emlty The Company charges. the related Group:entity on an anm’s
length basis, with this revenue being fecognised in the. period in which the service is provided. The
Company detérmines these revenues using either traditional transaction methods or transactional profit
methods, This category of revenie inciisdes posr~busmess transfer operating model income for the
Company's entrepreneurial role which is calculated us inga combination of inputs, mcludmg aubmdlar)*
targeted arm’s length profit margins and subsidiary Cardmember spend. Entrepreneurial fee income is
recognised throughout the year based on forecast data and alighed to actual results at the end of the
reporting period.



Bocu Sign Envelope 10: OF 54A7AD-D351-48A7-0638-015EDC410863

American Express Sérvices Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.23. Membership rewards expense

Cardimenibers can-earn Membership Rewards points for purchases charged on their enrolled card products.
Membership- Rewards points are redeemable for a broad variéty of rewards; including travel, _shoppirig, gift
cards, and covering eligible - charges. Membershlp Rewards points do not - e‘(pne unless a Cardmeémber
terminates their relationship witlh American Express, and there is no limit on the mumber of points a
Cardmember may earn. Membership Rewards expense is driven by charge volume on enroiled cards, customer
redemption behaviour and contractual arrangements with rede_mptl_o_l_l patrtners.

The Company records a Membersmp Rewards habl]lty that represents the estimated cost of Member&.hlp
Rewards points earned that are expected to be redeemed by Cardmembers in the future. The Meimbership.
Rewards liability is impacted over time by enrolment levels, attrition, the volume of points earned and
tedeemed, -andthe associated redemption costs. The Company estimatés the Membeiship Rewards liability by
determining the ultinyate redemption rate (“URR™).and the’ wei'ghtéd average cost'(“*WAC™) per point, which are
applied to the points of current ‘enrollees, The URR assumption is used to estimate thie number of Membership
Rewards points earned by current enrollees that will ultimately be redeemed in future periods. The URR is
applied to all points earned since inception by current enrollees, and the. points utilised since inception.-are
deducted. The WAU is then applied to the remaining pomts ﬁgure te calculate the Membersmp Rewards
tiability.. The Company uses statistical and aetuarial mode]s to estiinate the URR of points eamed to. date by
current Cardmemmbers based ori redemption trends, cérd product type, enrolment teriure, card spend levels and
credit atiributes. The WAC pét point assumption is used to estimate future redemption costs:and is primarily
based -on redemption choices made by Cardmembers, reward offerings. by partners, and Membership Rewards
program changes. The WAC per point assumption is den\{ed from the previous 12.months-of redemptions and is
adjusted as appropriate for certain changes in redemption costs that are not representative of future cost
expectations and expected developments in redemption patterns. The Membership Rewards reserve is. curtently
reasured on an undiscounted. basis. Managément has assessed the amount of the reserve incorporating. a
discount, and the difference i$ not material to the finaticial statements.

The Company permdlcally évaluates its liability estimation process and assumptions based on developments n
redemption -patterns, cost per point.redeemed, partner confract changes and: other factors. The process of
estimating the Membershlp Rewards liability includes & high degree ‘of judgement. Actual redemptions and
associated redemption costs could differ: significantly frem our estimates, resulting in either.higher or lower
Membetship Rewards expense. Changes in the Membership Rewatds 1URR and WAC per point-have the effect
of either 1ncreasmg or decreasmg the liability through the current period Marketing, promotion, rewards and
Card Member services' expése (part of adininistrative experises) by an amount éstimated t6 cover the cost of
points previously earned but not yet.redeemed by current enrollees as of the:end of the reporting period.

_3.24 Tnterest income and expense-
Interest an Group financing activities and Cardmember Jending is -earned or-recognised using the average daily
balance method. Interest is recognised based upon the loan principal amount outstanding in accordance with the
terms of the applicable account agreement until the outstandmg balance is paid or written- off

Interest income. is presented gross of the réla_t_e‘d'interest__expen_se_-. Interest income associgted wi;h Cardmember
lending is presented as turnover and tepresents income"earned from the fair valued assets. Interest income on
Group related financing activities is-presented as Interest receivable and similar income:

Intérest:income and eXpenseé are recogitised in the Income Statement using the éffective: interest method. The
effective interést method is a method of caleulating the amortised ‘cost of a financial asset ot a.financial liability
and of ailocating the interest incoiite or interest expense ovér tlie re]e_vant.pejriod. The effective interest rate is
the rate that exactly discounts estimated future.cash payments or receipts through the expected life of the
financial ibstrument or, when appropriate, a-shorter period to.the net carrying amount of the financial assét ot
financial liability. When calculating the effective intérest rate, the:Company estimates cash flows considering all
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3.SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (continued)

3.24 Interest inconie and expense {Cottinnéd}
contractual terms of the financial instrument (for example, prepayment options) but does not consider future
credit losses.

For amortised cost receivables that ate not. ciedit. impaired {“stage 1™ and “stage 2™), interest income is
calculated hased on the gross carrying amount of the asset. When a receivable is impaired (“stage 37), interest
income. will be calculated based on the net carrying amount (net of credit atlowances). Interest income on
impaired loans is recognised using the original effective interest fate. If the asset.is no longer impaired the
interest income calculation reverts to the gross carryirig #mount.

3.25 Leases
The Company primatily maintains operating leases for its office real estate facilities, under non-cancellable and
cancellable lease agreements.

The Company recognises right-of-use assets and lease liabilities for operating leases with terms greater than
twelve moriths, The:Compatly’s policy is not to separate lease and noni<lease. components when measuring the
real estate right-ofiuse assets-and lease liabilities.

Lease liabilities are recognised at lease-commencemeént date and measured at the preserit vatue of the remaining
coritractual fixed fease. -payments,. discounted. using the Company’s incremental borrawing rate. Right-of-use
assets are Tecoghized and measured at the respective lease liabilities, acI]ustecl by prepaid lease payments,. initial
direct costs, and offset by I¢ase incentives recéived. Right-of-use assets are depreciated over the. shorter of the
useful lif¢ and the. lease term.Variable lease payments are excluded fromi the right-of~use assets and lease
liabilities, and are recognised in the: period in which the obligation for those paymients is incurred.

The Company presents right-of-use assets in tangible assets and lease liabilities in creditors ‘ih the Balance
Shieet. The Company has elected not to recoghise right-of-use assets and lease liabilifies for short-tern Ieases for
redl estate. leases that have a fease tofm of. 12 months_or less and leases of low-value assets. The Company
recognises the lease payments associated with these Jeases as an expense on a straight-line basis over the lease.
term,
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3,26 Accounting estimates, assumptions and judgements

The preparation of the financial statements requires the use of accounting éstimates which, by definition, will
seldom equal the actual results, Management also needs to exercise judgement in 4pplying the Company’s
accounting policies.

Estiinates and assumptions
The estimatcs and assumptions that have a significaat risk of causing a material -adjustment. to the. carrying
amounts of assets and liabilities within the next financial year are:

+ Membership Rewards provision

The Company records.-a Membership Rewards liability that represents - the estimated cost of Membership
Rewards points earned that are expected to be redeemed by Cardmembers in the future. The Membership
Rewards llablllty is 1mpacted over time by enrolment levels, aftrition, the. volume of peints earned and
redeemed, . and the associated redemptlon costs; The Company estimates the Membership Rewards liability: by
determmmg the ultimate redemption rate (*URR” )and the welghted average cost (*WAC”) per point, which are
applied to the peints of current enroilees. The URR assumption is used fo estimate the nuniber of Membership
Rewards points eafned by current enrollees that will u]trmately be redeemed in future periods. The Company
uses statistical and actuarial models to estimate the URR.of points earned to date by current Cardmembers based
an redempt;on trends, card product type, enrolment tenure, -card spend: levels-and credit attributes. The WAC per
point assumption is used to-estimate future redemption costs and is primarily based on redemption choices made
by Cardmembers, reward offerings by partners, -and Membership Rewards program changes, The WAC per
point is derived from the previous 12 months of rédemptions and is adjusted as appropriate for ceriain changés
in redemption costs that are not repres_enta!"iife of futuré cost expectations,

The Company continues to consider the Covid=19 pandemic and resu]tlng restrictions on travel and tourism,
with respect to the earrying value of the Membership Rewards liability. Following the WAC per point décrease
séen in 2020 (as aresult of travel restrictions and the resulting ¢hange in Cardniembet redemption behavioury
the Company implemerited a temporary WAC floor in the caiculation of the Membership Rewards liability in
2020, This reflected the fact that the chiange in Cardmember redemption 'behavioﬂr was expecied to be
témporary in natire and not reflective of the future cost expectations of the: Membership Rewards liability: The:
Company continued t¢ monitor Cardmember redemption behaviour and the impact on WAC per point:
throughout 2021 and -into 2022. The Coempany concluded that the WAC floor (set at the Q2 -202_0' WAC per
point level) remains the dppropriate input into thie:Membership Rewards liability ¢alculation s -at.31 December
2021, 1If the floor had not been applied the Membershlp Rewards expense and liability would have been lower
by £2.6m as at 31 December 2021 (2020: £4. .8m),

An inctease of 1% (100 bps) in fhe_ URR would result in an increase inthe’ Membership Reward's:'provis_ion of
£5.7m. A 10% increase in the WAC would result i an increase ih the Membership Rewards provision of
£l4 Sm: Gwen the methodology for calculatmo the Membershlp Rewards habﬂlty (applymg the URR 1o the-

pomts bank to whlch the WAC is applled 1ather than applying the LJRR and WAC to-the net unredeemed points.
since inception), the 1% increase applied to the' URR does not lead to a direct 1% increase in the Membership
Rewards provision..

v Fair value of undrawn commitments

The fair value of undrawn commitments is calculated using the unfunded IFRS 9 expected credit loss.
calculation methodology as 4 proxy (refer to the judgements associatéd with this methodology later uxthis riote).
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.26 Accounting estimates, assumptions and judgenents (Continued).

Estimates and assumptions (_¢_onti_nued)

«  Fairvalue of undrawn commiitments. (cgntinued)'
Note:4 () Expected Credit Loss (ECL) measurement, provides detajls of the methodology and ]\ey inputs used
to estimate the expected credit losses on the unfunded commitment, including when a significant increase in
credit risk has occurred and what forward: luokmg macroeconomic information to-incorporite. Slgnn" icant
estimation is required in determmmg_ which macroeconemic scenarios te.incorporate and the relative weightings
ascribed to.sach sceénario. The naiure of this balance {s sensitive and driven by movements ih credil risk, A 20
percentage point movement'in the scenaric weightings from pessimistic to optimistic results in the estimated
losses on the unfunded commitment, and consequently the-uridrawn commitment liability, decreasing by
approXimately £2.4m.

There.are-a nu_mber of _0_ther_esti’mates--m_ade in'the preparation of the financial statements. However, these are
not considered critical accounting estimates based on the TAS 1 definition.

Judgements _
The preparation of the financial statements involves a number of judgements. The items with a higher degree of
_judgement or camplexity are:

Business model assessment anid FVITPL designation of Cardmermber {ban.jr- and receivables

As outlined in Note 3.9 (a) and {b) Cardmember loans and receivables are classified as FVTPL due to there
being a'business model in place whose objective is achieved by selfing those loans and receivables to an affiliate
eritity on a régular basis. The Company’s judgement in making this determination and consequently in
classifying those Cardmeniber loans and receivables at FVTPL is formed on the .basis of management’s
intention to continué such sales for the foreseeable future:and the past practice of realising cashiflows on these
assets through sale.

Fair vafue. of undrewn commifment —Note 3.16(a) Financial liabilities at fair value through profit or loss

Utider IFRS 9, thé undrawn' commitment ini relation to future Cardmeinber spend should be measured at fair
vilue when thére 'is ‘a pdst practice “of* selling the assets résulting from these commiiments- shorily after
origination. Management appied judgement in-determining that the uridrawn commitment should only. -consist
of thé expected. credit losses on future spend, discounted at the effective: jnterest Tate. In'assessing whethet the.
fair value of futuie card-fees and future expenses to suppoert thé commitment should be includéd within this fair
value calculation, management concluded that both eléments relate more to the overall Cardmerhber relationship
rather than specifically the undrawn commitment. These éléments weére therefore excluded. Thé caleulation of
the fair valiie of the undrawn commitments leverages TFRS ¢ expected credit loss calculation methodology (see
Note 4. (c) for further details). Other ‘methodologies could also be dpplied but management have made a
Jjudgement to apply this approach. ' '
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contmued)
3.26 Accounting estimates, assumptions and judgements (continued)

Judgements {continued)
Defiried benefit pension scheme

Certain employees participate in defined benefit pension schemes with several participating employers sharing
the ris;k_s I_Je_tween"éntities. under commeon -control. The plans do not have-a stated policy for _s'haring et defined
betiefit cost.or for determining the-contributions to. be paid by-each participating legal entity for these schemes.

None of the participating legal entities have been -assessed as being sponsoring employers of the plans, In the
judgement of the directors, the Company does not have sufficient information on the plan assets and liabilities to
be able to retiably account for its share of- the defined bepefit obligation: and plan.assets. Therefore the scheme is
accounted fora-defined centribution scheme (see Note 27 Tor further deta_l_ls}

Membership rewards provision

The choice of methodology used to estimate the Membership Rewards liability requires the application of
judgement. A judgeément has been. made that the most appropriate way of reflecting expected unused points
when customers leave, is to apply the URR te to all :points eained since inception (by current enrollees) and
deduct the points utilised to date to determine the number of femaining points for which a provision is required..
Altemative niethodologies could be used, for example.a first in fitst out approach, which would result in 2
different liability.
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4. FINANCIAL RISK MANAGEMENT

Governznee

Risk management of the Company is overséen by its Directors who are responsible for managing the
Compary’s affairs and for ensuring that thé operations of the Company, including those of its branches, are
carried out effectively and with due regard 10 the reputation of the Group and the requirements imposed upon it
by: law, regulation and relevant regulatory bodies.

To fulfil thesc respousibilities, the Company maintains a governance framework including the following
conunittees, each reporting regularly to the Board:

+ The Auiditand Finance Committee; and

+ The Operational Risk Committee.

The Payiment Pr_nte_(:ti'on Thsurance. Committee (whicﬁ previously reported to:the Board via the-Operational Rlsk
Committee) was dissolved in December 2021 following Board approval, given the completion of all significant
Payment Protection Insurance redress activities.

For further details on the committees and the responsibilities of the Directors, please refer to the Directors® and
Strategic reports,

The Company pfimaﬁly‘ adopts the. Group’s Enterpriseswide Risk Management (ERM) program policies and
strategies: The objective of the ERM is. to identify, aggregate, monitor and manage risks in order to maintain
and continupusly improve risk- management controls and processes that will enable prqﬂtabl_e growth;, while
df:]i\_fering outstanding customer setvice.,

Capltal risk management
The Company manages its capital within the guiidelines set by the Board of Directors and Audit. and Fi inance
Committee.

As an authorjsed payment institution, the Company is required to maintain c¢apital levels which exceed a
prescrlbed level of minimum capltal as required by the Payment Services Reguilations 2017, The Company has
an FCA minimum capital requirement for the year of £9.8m which is considerably lower than the capital levels
it-maintains. Capital monitoring :processes are in place to ensure the Company exceeds the minimum capital
requirement at all times. The Company is alse required to undertake daily safeguarding of relevant funds.

The Company's capltal is managed to ensure adherence to its minimuny capltal requirement as a payrnent-'
institutjon in: addition to ensuring that it will be-able to support the business’ ob}ectwes and continue.as a going
concern. In order-fo support these objectives, the capital’ structure of the Company is motiitored on a- monthly
basis, The. capital structure of the Company consists of debt which includes the bnrro“mgs disclosed in Note
22, cash at bank and in hand disclosed in Note 19 and amounts. attributabile to equity holders of the Company,
comprising. lssued capital, reserves_an_d retained eamings as.disclosed in'the Statement of Changes:in- ]:q_utty and.
Note 26.

(2) Market risk
Market risk is the risk to eamnings or asset and liabilities values. resulting from movements in tarket prices: The
Company's- ‘market: risk exposure mcludes
+  Tnterest rate risk die to changes in the: relationship between the interest raies on the Compariy’s assets:
stch as loans and receivables-and the mterest rates on the Company’s liabilities such as debt and deposits;
“and
+  Foteign exchange risk related to fransactions funding, eafnings, and investmerits in curréncies other than
the functional currency in its operations outside the United Kingdom.
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4. FINANCIAL RISK MANAGEMENT (Continued)

(2) Market Risk (continued)

The Company-adopts the Market Risk Policy within thie ERM program, which establishes processes and criteria
to minimise earnings volatility’ while supporting-sustainable’ profit growth in relation fo interest rate fisk
management. ' ' '

{ i) Interest rate risk management

The Company’s inierést rate exposyre can vary gver time as-a result of, among other things, the proportioti of
total funding provided by variable and fixed-rate debt and deposits compared- to Cardmember Joans and
receivables,

Residual interest rate exposure within the Company’s chatge card and lending products along withi the exposure
from: *Loans;due to/from Group.undertakings® is managed. at a Group fevel by varying the propertion of total
funding provided by vatiable-rate debt and deposits compdred 1o fixed-rat¢ debt and dep_osits, The Gr_oup':.ma)'f.
change the mix between variable-rate and fixed-rate funding based on changes i business volumes and mix,
among other factors,.

For-the purposes of inferest rate risk management, the Group .ﬁinn;-luding the Company) dogs not.enter into -any
contract that gives rise to the recognition of derivative financial instruments for trading purposes;

Du¢ to uncértainty surrounding the suitability of the London intérbank: offered rate (LIBOR) as a credible
benchmark rate, it is being phased out and will be replaced by alternative refererice rates by June 2023. The
Group has an enterprise-wide, _crqss-functi(i_nai. initiative to identify;, assess and mon itor risks ‘associated with the
LIBOR transition, engage. with industry. participants, castomers and regulators and to transition 6 new
alterniative reference rafes. '

As part of this global initiative, the Company has’ worked to ensure that contracts, operational processes,
information technology systerits and models have been updated to replace references to LIBOR and facilitate'a
timely transition to alternativerates. Allrates were updated effective 1 January 2022,

The_Co_mpany keld eight loaris with .afﬁ'l'i'_ate-'enti'tiés which-were impacted by the rate reform and. néeded 10 be
transitioned ‘to -alternative référence rates. Four Joans with GBP LIBOR rates and a combined 31 December
2021 value. of £1,498m wete transitioned to term. Sterlmg Ovemlght Indexed Average rates {SON]A) three
loans witl USD LIBOR rates. and a combined 31 Decemiber 2021 valug of £50.7m were transitioned to term.
Secured Ovetnight Funding Rates (SOFR) and oné loan with CHE LIBOR rates and a.31 December 2021 valug
of.£0.7m was transitioned to the Swiss Average Rate Overnight (SARON) compounded index. The impact to
the Comipany of transitioning to the new rates was iminaterial.

The table below summarises. the re-pr_icin_g'proﬁ'lcs of the Company’s financial in_struments and other assets and.

liabilities at-their carrving value on 31 December 2021, Items are allocated to time periods by referénce to the,
edrlier of the next-contractual intérest raté re-pricing date and the niaturity date.
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4. FINANCIAL RISK MANAGEMENT (Continued)

{aj Market risk (continued}
(i) Interest rate risk munagement (continued)

Nen-
0-3 3-12 15  Overs interest
months manths Years ‘year bearing. Total

2021 £000 £000 £000 £000 £000 £000
ASSETS

Cash at bank and in hand 283.026 — - — — '_283',0_26'
Dehbtors:

- Cardmember receivables — — — — 177,227 177,227
- Receivables froth Group

undertakings. — — — — 1,362,164 1,362,164
~ Other debtors — — — o 11,621 11,621
Derivative financial instruments — — — — I8,579 18,529
Investinent securities e — e — 36 36
Loans:

- Cardmember lending 266,643 —_ e —_ —— 266,643
- Loans due from Group undertak'ings- 45099 826,377 10,921 — — 882,397
- Loans due from related parties 18 — — — — 18
‘Total Financial Assets 594,786 826,377 10,921 — 1,569,577 3,001,661
Non-Financial Assets — — — — 475,891 475,891
"TOTAL ASSETS 594,786 826,377 10,921 —  2,045468 3,477,552
LIABILITIES

Trade and other creditors 749 6,062 33,091 46,305 166,615 252,822
Accruals - — — - 188,490 188,490
Derivative financial instruments — — — — 5431 5431
‘Bomréwings: _ ) _ L
- Loans due to Group undertakings 21 34,177 1,654,710 — — 1,708,908
~ Bank borrowings- 3.806 — — — — 3,806
Total Financial Liabjlities. 4,376 60,239 1,687,801 46,305 360,536 2,159,457
Non-Financial Liabilities. — — — — 256,995 256995
TOTAL LIABILITIES 4,576 60,239 1,687,801 46,305 617,531 2,416,452
Net interest rate gap 590,210 766,138 (1.676,880)  (46,305) 1,427,937 1,061,100
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{a) Market risk (confinued) _
(i) fnterest rmte visk management (continued)

Non-
0-3  3-12 1-5  Overs interest.
m_o_n_ths_ mjonth’s- yeai‘s_- '_yéar- .hezifin_g. Total

2020 -£000 £000 £000 £000. £000 £000
ASSETS

Cash at bank and in hand 378766 —_ _ — —_ 378,766
Debtors:

- Cardmember receivables — — —- — 108,221 108,221
= Receivables from Growp

undérfakin'_gs —_ —_ —— — 1,120,943 1,1 20_,943
- Other débtors — — — — 13,217 13217
Dertvative finaiicial instruments — — —_ _— 5,790 5,790
Invéstment securitiés —_— — — — 39 39
‘Loans;

- Cardmeaber lending 30,623 — — — — 30,623
- Loans due'from Group

undertakings 25,931 - 636,138 — — 662,069
- Loaiis due from related parties 24 - — — — 24
Total Financial Assets 435,344 — 636,138 — 1,248,210 2,319,692
Non-Financial Assets — —_ — — 490,308 400,308
TOTAL ASSETS 435,344 — 636,138 — 1,738,518 2,810,000
LIABILITIES

Trade and other creditors 2,495 5,121 30,551 54,587 172,135 264,689
Accruals —_ _ - — 137,810 137,810
Derivative financial instruments — e — e 8,840 8840
Borrowings:

-"L.oans due to Group

undertakings 62,876 613,088 421,418 — e 1,097,382
-Bank borrowings 102,236 — — _— — 102,236
Tatal Financial Liabilities 167,607 618,209 451,969 54,387 318,785 1,610,957
Non-Financial Liabilities — — - — 211,022 211,022
TOTAL LIABILITIES 167,607 618208 451,969 54,387 520,807 1,821,979
Net interest rate:gap. 267,737 (618,209) 184,169 (54,387) 1,208,711 988,021
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4. FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risk (continued)

(i) Intéres’t.rate-"sensfﬁw‘{_ﬁ

The sensitivity -analysi§ below has been determined based on the exposure to interest rates throughout the
financial year and the impact-of-a 100 basis points change in base interest.rates on the results for the financial
year. A ‘1% (100bps) chafige is used whet reporting. interest rate risk to key management persennel and
represents management’s asséssment of the possrble change “in -interest tates and the -potential impact. to
earnings. This effect is calculated by -applying a 1% {100bps) shift up or down' on base: interest rates actoss
every currency 1nterest rate.

For the year ended 31 December, if base.interest rates had been 1% (100 bps} higher or lower* across each

cutrency:
2621 2020

Shift Up-  Shift Down Shift Up ‘Shift Down

£060 £000 £000 £000

Impaet on profit or loss hefore taxes (26,034) 19,294 (17,774} 18,488

Impact on equity (21,088) 15,628 (14,397) 14,975.

*Lower base of interest rate is. currently capped at zero for the pipose of calctlating the Interest Rate
sensitivity associatéd with Loans due and from Group undertakings ivi-line-with the associuted agreements,

The 2020 comparatives have heen adfusted to reflect arefinement in the sensitivity calewlation for 2021 which
‘rénioved.a cap on base rates at zero. Thé adjusted 2020 figures are présented on'a Consistent basis with the
2021 sensitivity.

YX1)

(iif) Foreign currency risk management

Foreign exchange exposures arise in four principal ways: (l) Card 'M'ember spending in cutrencies that are not-
the billing currency. (2) cross-currency transactions-and balances from our f'undmg activities, (3) cross-currency
investing activities; such:as in the equity of fmelgn subsidiaties; and (4) feveiues genelated and expenses
incurréd in foreign currencies; which impact earnings.

The Company’s foreign exchange risk is:managed primarily by entering into foreign exchange sgot transactions.
or hedged usirig foreign-sxchange forward contracts. These-contracts are.only eintered into when the hedge costs
are economically ju_stiﬁ_ed__an'_d are in notional amounts designed to offset pre-tax impacts. from: currency
movements 'in the period . y_\xl1_{_ch_ they oceur..
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4. FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risk (continued)

(iii) Foreign currency risk management (continued)

The tablé below.shows the néet foreign exchange positions of the Company by major non-stetling cutrencies as
at the Balance Sheet date. -

US Dollars’ Euro Qther Total
£000 £000 £000 £000

.2_02-'].

FINANCIAL ASSETS

-Cash at baiik-and in hand 53,130 4,518 2.870 60,518
Debtors;

- Cardmember receivables ' — 28,346 — 28,546
- Receivables from Group undertakings 3,601 2,943 21 6,565
- Other debtors 914 8,061 — 8,975
Investment securities — 36. R 36
Loans:

- Loans due from Group undertakings- 6,276 911,925 1,972 920,173
- Loans to related parties. —_ 12 2 14

‘TOTAL FINANCIAL ASSETS 63,921 956,041 4,865 1,024,827
FINANCIAL LIABILITIES
Trade and other créditors 13,434, 14,357 3,508 30,299
Accrugls 14,357 14,929 91 29,377
Borrowings:

-.Loans due to Group  underiakings 50,697 158,568 1915 211,180
TOTAL FINANCIAL LIABILITIES 78,488 187,854 4,514, 270,856
Total ' (14,567 768,187 st 753,971
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4. FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risk (continued)
(iii} Forefgi currency risk management (¢ontinued)

US Dollars: Furo Other Total
£000 £000 £000 £000

2020
F INANCIAL ASSETS
Cash at baik and in hand 64,452 9,397 4,469 78,318
Deébtors:
- Cardmember receivablés — 20,413 —_ 20,413
- Receivables from Group undertakings 8.799 3,174 39 12,012
- Other debfors 690 3,182 1,893 5,765
‘Tnvestment securities — 39 — 39.
Loans:
- Loans. due from Group undertakings: — 660,791 888 661,679
- Loans to related parties — 9 — B
TOTAL FINANCIAL ASSETS 73,941 697,005 7,289 778,235
FINANCIAL LIABILITIES
Trade and othercreditors 14,276 19,511 5,351 39,138
Accruals 11,958 16,383 102 28,443
Borrowings:
- Loans.due to Group undertakings: 49,929 99,989 1,869 151,787
TOTAL. FINA NCIAL LIA B_IL]TIES 76,163 135,883 7,322 219,368
Total (2.222) 561,122 (33) 558,867

Note-d(a)(iv) foreign currency sensitivity provides details of the Company's-foreign currency exposure in
relation to foreign currency positions..

63



DocuSign Envelope ID: OFS4A7AD-D351-48A7-9638-015EDC410D63

American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

4: FINANCIAL RISK MANAGEMENT (Continned)

(2) Market Risk (continued)

(w) Foreign currency sensitivity

All fransactional foreign exchange gains or losses are borne by a- related Group -enfity, including foreign
exchange gains or losses on loans to or from other Group entifies.

The Company’s branches, with the exception’ oftits Italian Branch, remit their profits (if any) to their UK parent
on-a monthly ‘basis. Asatesilt only the Ttalian brarich will haye iet assets subject to foreign curiency enmmty
impacting other equity-when: translated into the functional currency of the: ‘Company.

The Company continues to erter into derivative forward foreigh exchange contracts. designated as net
investmenit hedges to manage the Company’s exposure to foreigi exchange translation of the net assets within
its Ttalian branch (in' its role servicing AEI). As a result; there is limited foréign exchange éxposure to the
Company recorded in other cbmpreliensive incomie. Residual reperted translation moveéments represent the
tnder hedged position in- relatlun 1o the Company’s ltalian branch, where. flexing for any signifi ificant change in
foreign exchange rate will have in an immaterial impact to the Company’s overall hedzing position. Any
translation’ gain movements. caused by changes in foreign exchange rates impacting the Company’s urider
hedged position are considered to be-of limited risk.

(b) Credit risk management _

Credit risk is defined as loss due te default or changes in the credit quality of a customer, obligator or security..
Credit risks in the. Company are divided into two broad categories: Individual and Institutional. Each category
has distinct risk management capabilities, strategies and tools. Business units that create’ individuaf or
institutional credit risk exposures-of significant importance are supported by dedicaied risk management teams,
each led by a Chief Credit Officer..

(i} Individaal credit Fisk

Tndividual ¢redit risk arises from consumer and smaIl business Cafdmember loans and receivables, and term
loans. These portfolios consist of millians -of custorérs across multiple-industries and levels of net worth. The
Company benefits from the high-guality credit profile of its. customers, which is driven by brand, premivm
customer sefvicing, preduct features and risk management capabilifies ‘which. span “uriderwriting, customer
manhagement and: '-:_:-olle'cfi_ens. Externally, therisk in-.'t}i'ese-pom‘o[iOs'is generally-correlated with.broad economic
trends, such as unemployinent rates and GDP- gtowth. A custemeér’s ability and willingriess to répay the:
Company can be negatively fmpacted not only by economic, market, political and social conditiotis but also by a
customer’s other payment. obligations; and increasing leverage can result in 4 higher risk that customers will
default or become -cl'e_l'in'quent in their obligations te the Company:

The Company- adheres. to the American Express Individial Credit Risk Mariagement. Policy, which assigns key
governance responsibilities, préscribes rules for escalating risks -and sets forth thé Company’s.guidelines. for-
measuring, assessing, and reportl_ng..hldm_dual. Credit Risk.

Business unit leaders and Chief Credit Officers take thé tead in managing: | the credit risk process. These Chief
Credit Officers are guided by the Individual Credit Risk Committee' (ICRC) at o Group- level, which is
respon51ble for implementation-and enforcement of the Indlwdual Credit Risk Management Policy. The. ICRC
ensures com.phance with the Enterprlse -wide Risk Managemem Comlmttee (ERMCY) guidelines and procedures.
and escalates to the ERMC as appropriate.

Credit risk management is.supported by sophisticated proprietary scoring and decision-making models that use
up-to-date information. on-prospects and customets, such as spending and payment- hilstory and data feeds from
credit bureaus, The Company has developed data-driven economic decision: logic fot customer interactions to
befter serve its customers. The majority of the Company’s- overall exposure t0 in_d'i_vidua_l credit-risk related to
Cardmember loans and re_c.ei_vabl_es._- at 2 point in time i§ mitigated by the sale:of Cardmember lodns dnd
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4. FINANCIAL RISK MANAGEMENT (Continued)

(b} Credit risk- management (continued)

() Individual credit risk (Contirined)

receivables to a related party, and. the short term nature of the Cardmember receivables arising fiom Charge
products.

(i) Instititional credit risk:
Institutional credit risk represents the risk ‘of loss to the Compary due to the non-payment of ‘@n amount
contractually owed to the¢ Company by a business or organisation.

I addition to the ind{vidual credit risk, financial difficilties associated with the corporates engaged can also
inditectly: contribute to the credit visk attached to-the corporate charge cards. and foreign cutrency pavrient.
solutions.

Unlike individual credit risk, institutional credit risk is characteriscd by a lower loss frequency- buit higher
severlty It is affected both by general economic conditions and by client-specific events. The absence of large.
losses in :any given yéar or over several yvears is not hecessarily representative of the level of risk of institutional
portfolios, given the infrequency of Ioss events in such pottfolios.

The Company adheres to the American Express Institutional Credit-Risk Policy which details its: approach. to
managing institutional credit risk and assigns key govemance respons;bn ities, prescribes rules for escalating
risks; and sets forth American Express guidelines for measuring, assessing, and reporting institutional credit
risk.

Similar to .individual eredit risk, business. units:taking institutional credit risks are supported by embedded
enterprise wide Chief Credit Officers. These officers are responsi”b]e for the implementation and enforcement of
the Institutional Credit Risk Management Policy and for providing guidance to each buslness unit with
substantial institutional credlt tisk exposures.

The Chief Credit Officers formally review. large institutional exposures to ‘ensure compliance with ERMC
guidelines and procedures and escalates thiem to the Board as appropriate; A-centralised risk rating unit and a:
specialised airline risk group provide independent risk assessment of institutional obligoss.

A letter has been secured- ﬁ'om Amefican Express Company whlch expresses its- intention. to. support the
Company 5 liquidity. posifion and maintain its. safe and sound operatlons for the thirteen months following the
signing of these financial statements. The level of credit- risk attached to intercompany positions is therefore
limited, given that all entities are part of the same-group.

(iii} Significant credit concentiation and Credir Quulity

Concentrationis of credit risk. exist when changes in ecoiomic, industry or geographic factors similarly affect
groups of counterparties whose aggrégaté credit exposure’is. material-in telation to the Company’s total credit
exposure. The Company’s customers dperate in diverse industries, -economic sectors and geographic. regions.
The maximum exposure to-eredit risk for debtors, derivative financial instruinents and rélated-party loans equals
their.carrying amount.

The maximum exposure to ¢redit risk for Cardmember loans equals the balance outstanding at year end (see
table: below) plus: the undrawn committed facilities (disclosed in Note 28 - Commitments).
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4. FINANCIAL RISK MANAGEMENT (Contintied)

(b) Credit risk management (cortined):

(iii) Significant credit concentration and Credit Quality (continued}

With the: exception. of Cardinember loans, the. following table represents the Comparty’s- maxittum credit
exposure (therefore excluding debtor categories that have nio- credit risk) by type of customer ot counterparty.
including the credit-éxposure assoctated with derivative financial instruments, at 31 Deceritber:

2021 2020
£060 £000
-Cash'and deposits with regulated financial institutions 283,026 378,766
‘Cardinember receivables 177,227 108,221
Cardmember-loaris 266,643 30,623
All other financial assets 2274765 1,802,082

Cardmember loans and Cardmember receivables dlsclosed above include the. Cardmember loans and
Cardmember recewab]es carried at fair- value amounting to £267m (20207 £3Tm} and £149m. {2020: £83m)
respectively, The majority of the Company's exposure is mitigated by the sale of Cardmember loans and:
Cardmember receivables to a related party,

As disclosed in-the table above, at 31 December 2021 the Company’s most sighificant ¢oncentration of ¢redit
risk was with institutions ircluded within_other financial assets. “These mainly comprise loans and amounts:due
trom other ‘Group companies. Cardmember loans: and Cardmember receivables on ‘individual® accounts are
generally advanced -on an “unsecured: basis. However, the- Cornpaity reviews each potential customer’s credit
application and evaluates the applicant's financial history and ability and willingriess to repay. The Company
also considers credit performance by -customer tenure, industry and geographic location in managing credit
exposure, Information on. credit _quahty is given in the rélevant notes to the financial statements including Note
17. '

The Company is riot exposed to any significant credit tisk on investment securities and other financial assets
which mainly comprise-of loans-and amounts due from other Group companies.

{¢) Expected Credit Loss (ECL) measurement _

The Company determines the*stage™ of the major financial assets based on the ciiteria below, and measures the
expected credii losses.on its financial instriments-with inputs discussed in the Tollowing sections. The expected’
credit fosses calculated in‘tliis way in respect of the unfunded conititment are used as a proxy for the fair value.
of the undrawn cominitments as disclosed in Note 15.

There is_a rebuttable presumption. that the credit risk oh a financial asset has increased sighificantly since initial
recognition when contractual payments are more than 30 days past due.

(1) Significant increase in Credit Risk _

The ‘ctiteria for determining whether a financial instrument has experienced a-significant increase in credit risk
sihce (nitial recognifion varies by financial asset; and includés both- qualitative and quantitative factors, The-
majority. of thé Company’s overall exposire o credit risk is mitigated by the sale of Cardmiember loans and
receivables to a refated party,

Cardmember receivables

The Company considers that credit risk has increased significantly when the account is more than 30 days past
due. The increased risk is. die to- the fact that, given thé nature of Charge products, Cardmembers are expected
to pay.down their balance in fufl at each billing cycle.
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4. FINANCIAL RiISK MANAGEMENT (Continued)

{c) Expected Credit Loss (ECL) meadsurement.{eontinucd)

'(i_)' Significant increase in Credit Risk {continued)

Cardmember loans.

The Company defiries the criteria for significant credit Tisk incredse separately for the “transition” (accounts
otiginated before 1 Fannary 2018) and “post-transition™ (accounts origiriated after 1 January 2018) population,
based on the-availability of risk scores with forward-looking information before and after transition to IFRS9.

A “post-transition’ account is assigned fo Stage 2 if the- 39 month, Compre‘nenswe Capital Analys:s and Review
(CCAR) probab;hty of default (PD) in the reporting month has increased more than a tlireshold amount,
compated to the 39 month CCAR PD assessed at origination.

‘For the “prestransition” population; CCAR PD with forward looking macroeconomic inforimation ‘are’ not
available at historical ofiginations; and could not be obtained without indue cost and effort, For these accounts
CEAR like PDs were calculated for both the origination and reporting month to assess whether a sigaificant
increase i credit risk had occurréd, including neutralizing the effect of matro-econoinic conditions aiid
addressing long ténured accounts. where:-information at accouint origination is niit available.

The probability of detault increase threshold is-approximated by the mean plus one standard deviation of the
absolute change in’ probablllty of default for each risk group (segmented by market, product and account terre).
This calculation is.used as a proxy for the relative approach required under IFRS9.

{ii) Definition of default.

Cardmenmber receivibles and Cardareniber loanys

The Company considers-an account to be in default when it is more than 90 days past due, or in- the event of
credit cancellation. due to-credit reasons..

(iif) Measurement of Expected Credit Losses

Cardmember loans and receivables

Under the IERS-9 expected credit loss model, the. Company incorporates past events, carrent conditions, and
future economic- conditions. The process of estimating 12-month and lifetime credit reserves involves account
level risk based inputs, which includes: the following key variables: pl’Obab]llt}’ of default; exposure at default,
and loss given default:

«  Probability of default models are used to estimate an account’s conditional probability of defalt and
its-unconditional probability of default. Conditional probability of defau]t is the likelihood an account
will write-off, attrite or neither in each month of the forecast. Unconditional probability of default is.
the cumulative likelthood an account will wrlte-off within certain forecast period.

*  Exposure at default:models.are used to estimate an-account’s balance before defaulting.

«  Loss given defau]t is-the final output of the expected credit ]0%5 model for all: agcounts in the portfolio.
Lioss given default is.the final component needed to project net- ‘write offs. It is equal to the projected
gross write offs minus expected recoveries. _Recoveries are: the amounts réceived from Cardmembers
after default occurs, typically as a result of collectlon efforts. The amount of recoveries available to be
1'ec0uped is-a function of the size of the past gross write- off,
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4. FINANCIAL RISK MANAGEMENT (Continued)

(¢) Expected Credit Lass (ECL) measurement (continied}

(iii) Measurement of Expected Credit Losses (continued)

While there has been no significant change made to the estimation'techniques and significant assumptions made
during the reporting period, managemeut have also given consideration to the inclusion of qualitative reserves tfo
cover losses that are expected but, in .our assessment- may not be adequately represented in the guantitative
methods or economic: assumptions.

(w) Forward—]ookmg information

Cardmember loans and. recewabfes

The Compauy has defined the “reasonable and supportable” forward-looking period to be 39 months, and
explicitly considers macro-economic forward- “looking information for this period, All other forwar d—lookmg
information will be included in current models or addressed via-a qualitative reserve.

The Company -usually considers {hree possible economic scenarios when mcorporating forward looking
information into the estimation of expected credit losses, a basellne, an "optimistic" and a “pessimistic”

scenario. Each gconomic scenario is welghled ‘baged on- probablhtles obtained from independent rating agencies.

Management reviews these economic scenarios and applies judgement to weight them in order to reflect
uncertainty surrounding these scenarios. These macroeconomic scenarios contain certain vanables. mcludmg
unemplovment rates and real gress domestic prﬂduct that are significant to our models. The multiple.
macroeconomic variables will be uséd for two purposes: 1) to determine the stages of assets based on the
weighted average probability of default prior to expectecl credit loss measurement; 2) to derive the weighted
average probability of default, exposure at default and loss given. default scores as the key inputs for the
expected crédit loss measurement. For.the measurement of expected credit losses as of 31 December 2021, the
Company has weighted 60% to-thé baseline-scénario:and 40% to the pessimistic scenario.

The following table reflects the range of key variables. in the macroeconomic scenarios used for the
measurement of expécted credit losses as of 31 December 2021:

31 December 2021

UK Unemployment Rate
Fourth quartet of 2021 5.44%-5 47%
First quarter of 2022 5.27%-5.76%
Second quarter of 2022 5.07%-6.38%
Third quarter of 2022 4.60%=6.56%
Fourth quarter 6f 2022 4.17%-6.73%
Fourth quarter 0f 2023 3.73%-7.06%
Fourth quarter of 2024 3.80%-6.81%
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4. FINANCIAL RISK MANAGEMENT (Confinued)

{d) Funding & Liquidity risk management
Funding & liquidity risk is defined as. the inability of the. Company t6 meet its ongoing- financiat and business
obligations at a reasonable cost ag they become due.

The Company primarily adopts the: enterprise-wide fundmg & hquldltv risk. policy, which aims to ensure.
diversified funding during business ds usual periods by source, maturity. and instrument at a Group and
Company level.

To miznage the risk, the Gtoup seeks to 'maintain access to a diverse set of ¢ash, readily-marketable securities
and contingent sources of liquidity. such that.each American Express operating company ¢an continuously meet.
its business reqiirements and expected future financing obligations for at léast a twelve-month period, even in
the event it is unable to raise new funds under its regular funding programs. The Group balatices the trade-offs
between maintaining too much liquidity, which can be costly and limit financial flexibility, and having
inadéqguate liquidity.,. ~whiich may result. i financial distress-during a liguidity event.

The Audit and Finance Committee and the Board are informed of any changes in Group- fumding policy -or
practices thiat woild materially dffect the ‘Company and its ability to -contingously” fund its’ business
requirements. This iricludes an annual overview of the Company’s access to existing internal lines of credit from
Group entities.

While the Company is. perceived to carry little in the way of funding and liquidity risk, mahagement have
secured a letter’ from American Express Company which expresses its- intention to support the - Company's
liguidity -position and maintain ifs-safe and sound opérations- for the thirteen' months from the: date-of signing
these financial statements.
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4. FINANCIAL RISK MANAGEMENT (Continucd)
{d) Funiding & Liquidity risk management {continied)

Liquidity Risk. _
The following table détails the Compaiiy's remaining contractual maturity for its ion-derivative and derivative
finaricial liabilities, The tables below have been drawn up based on the undiscountéd contractual maturities of
‘the financial Habilities: '

On Upto1l Ttod Jt012° ltoS Overs Total

2021 Demand imonth. months months  years  years

£000 £000 £000 £000 X000,  £000 £000
ELIABILITIES
Trade and other payables
(Note 20 & 21) — 119355 485,009 6.062  3309) 46305 252,822
Accruals — 188,490 — — —_ — 188490
Derivative financial instruments —_ 5.431 — — - - 5,431
Borrowings:
- Loans due to Group
undertakings 21 — 54177 1,634,710 — 1,708,908
- Bank borrowings 3.806 — - _ — —_ 3,806,
“Total Financial Liabilities. 3,827 313276 48,000 60239 1,687,801 46,305 2,159,457
Non-Financial Liabilities: 256,995
"TOTAL LIABILITIES 3,827 313,276 48,000 60,239 1,687,801 46,305 2,416,452

On Uptel 1t03 3t012 1t05 Overs Total

2020 Demand month months months  years  years

£000 £000 £000 £000 £000 £000 £000
LIABILITIES
Trade and other payables
(Note. 20 & 21 ) — 145.39( 29234 5021 30,551 54387 264,68%
Accruals — 137810 — o’ — — 137,810
Derivative financial instrunierits —_ 8.840 — - —_ — -8,840.
‘Borrovwings:
- Loans due-to Group
un‘d'ertakin_g's. £H2.876 — ot 613.088 421418 — 1,097,382
- Bank borrowings 102,236 —_ — — — — 102,236
Total Financial Liabilities 165,112 292,041 29,230 618,209 451,969 54,387 1,610,957
Non-Financial Liabilities 211,022
TOTAL LIABILITIES 165,112 202,041 29239 18,209 451,969 54,387 1,821,979
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5. TURNOVER

Turnover comprises revenue derived from Cardmember spending, card fees including delinquency. fees, other
commisstons and interest received on Cardmember loans. clagsified as FVTPL of £856m (2020:'_‘£8_'15m). and
revenue from servites to other Group companies of £345m (2020:.£296m). These amounts. are net of a £22m

(20206: -£Nil) trademark roya_'l_ty payable to another Group cempany.
6. SEGMENTAL REPORTING

Turnover by territory or region is as follows;

Turnover

2021 2020

£000 £000

UK 1,188,421 1,095,982
Germany, Austria & Netherfands 2,55?._ 3,041
Ttaly 6,373 7,648
Norway, Denmaik, Finland. & Swedén 3,084 4,297
1,201,035 1,110,968
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7. PROFIT/LOSS) BEFORE TAXATION

2021 2020
£000 £000-
Profit/(Loss) before taxation is stated after charging/(crediting j:
Fees payable to-the Company’s auditofs for the audit of the'Company's SIO 760
annual financial stateménts
Fees payable to the Company's auditors and its associates ‘for other:
- Services to the American Express- UK Pension Plan Trustees 31 28
- Services pursuant to legislation 8 3
L-o_ssf_(Gain) on derivitive fﬁnanc_ial instruments 303 (155%
Dépreciation of tangible assets 13,934 13,959
Depreciation of right of use assets 7,713 8,502
Loss on-disposal of fixed asscts 78 463
Net fair value foss on financial assets/liabilities mandatorily measured.at
fair value through profit or-loss 15,222% 160:780%
Fair value loss on financial assets/liabilities mandatorily measured at
fair value through profit or loss - Incremental adjustment — 36,3929
Impairment of Cardmember receivables 1,302%% 2.726%%
Impairment of Cardmember loans 3,501%* 5,075%%
Operating lease rentals - Land and buildings: 233%%% 302%%%
- Others. 174 22| #¥%.

Administrative expenses include staff costs, Cardint;ml__:ner-‘ reward and benefit expense,_:fa'if- value 'lbs_sf(gai11}' on
financial assets classified as F¥TPL, impairment of Cardmember loans and receivables, marketing and other
administrative expenses.

*The majority of tlie expense relates to the fair value loss in respect of Cardmember loans and receivables (see
Note 13),

*1n 2020, following negotiations an incremental paymerit-of £36.4m. (2021 £Nil) was.made by the Company to
the affiliate entity that purchases the Company's Cardmember Joans and receivables, the payment enabled the
Company to:¢ontinue to sell its Cardmember loans and receivables as pait of its existing. arrangement with the
-affiliate,

**Expense primarily consists.of fraud loss.

***Residual balance due to low value and short term lease costs,

72



DocuSign Envelape ID: OF94A7AD-D351.48A7-9638-015EDC410D563

American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

£000. £000

Wa'g_es-.and salaries 264,218 236,017
Other employee benefits. 11,217 10,121
Social security costs 36,383 32,209
Other pension costs 45,863 44,075
Stock. c ompensation experise 13,539 12,988
371,220 335410

Included within staff.costs is:an amount of £12.1m (2020:-£4.1m) related to restructuring expenses.

The manthly average number of staff employed by the Company during the year was as. follows:

2621 2020

Number Number

Sales and marketing 863 891
Customer servicing. 1,619 1,770
Teclinologies devefopment and support 687 712
Otlier support groups ' 844 839
4,013 4302

(a) Stock Options
Each stock option has an exercise price equal to-the market p_fice of the Amgr'ica_n Express C_.ompany"-s._ common
stock on the date of grant and a contractual term of [0 years from the date of grant. Stock options generally vest

100 percent on the third anniversary of the grant date.

?,000 stock options were outstanding, at 31 December 2021 (2020: 7"1,4'1}_0}._ 64,400 stock options were exercised
during 2021 (2020: 51,100} at a weighted average exercise price of USD 63.08 (2020: USD 64.76).

The-following information applies to aptions outstanding at the end of cach vear:

31 December 2021 31 December 2020
Weighted Weighted
Weighted' average  Weighted average
average _ Temaining average _ remainihg_
exercise  Numberof contractual exercise Number of contractual
Range of exercise prices price: ‘options  lifé / Years price optionis  life / Years
$40.01-$65.43 $65.43 7,000 4.33 $65:11 71,400 524
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8. STAFF COSTS
b) Restriéted Stock Awards (“RSA”) and urits (“RSU")

An RSA/RSU grant isa grant of American Express Company’s common stock which-contains ither (a) service
conditions. or. (b} both service and performance conditions. Once vested, the employees receive commeon shares
of American ‘Express Company.

RSAs/RSUs containing. only service conditions generally vest 25 percent:per-year beginning with. the first
anniversaty of the grant date. RSAs containing both service and performance: conditions generally vest on the
third anniversary -of tli¢ grant date, and the numbet of shares depends on the achiévemeiit of predeternined
metrics, Beginning in 2019, the R-TSR nodifier was added to the performance-based RSAs/RSUs, so tliat
Americat Express Company's actual sharcholder retumn relative to a competitive peer group is one -of the
performance conditiéns that determines the number of shares ultimately granted upon vesting,.

The fair value.of RSAs/RSUs that do not include the R-TSR imodifier is deterinined using American Express
Comipatiy’s stock price on the date of grant. The fair vilue of performance-based RSAs/RSUs.that inclide the
R-TSR modifier is detefmined using a Monte Carlo valuation model. All RSA/RSU helders receive non-
foifeitable dividends or dividend equivalents. As of 31 December 2021, thé total outstanding RSAs/RSUs are
expected-to. vest overa we"i'gl_lted__ average period of 1.10 years (2020: 1.08 years),

As at 31 December 2021 there were 456,208 (2020: 401,262y RSAs/RSUs outstanding. During 2021, 142,536

{2020 161,047) RSAs/RSUs vested with a weighted average grant price of USD 99.59 each (2020: USD
78.66). T
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9. DIRECTORS' REMUNERATION

2021 2020
£000 £000
Emoluments. 1,975 1,491
Amounts receivable under long term incentive schemes. 479 626
Pension costs. 43 51
' 2,497 2.168

The nuniber of Directors to whom retirement benefits were accruing in‘respect of qualifving services during
the year ended 31 December202 1 were as follows:

2021 2020
Money puichase schemes- 8 8
Defined benefit schemes- . —

During the year nine {2020: nine) Directors ‘exercised share options in Ameri¢can Express Company, the
ultimate. parent company, and/or received common stock in American Express Company as a result of
Restricted Stock Awards (“RSAs"} vesting in the year.

‘The following remiuneration was earned by the highest paid Director:

2021 2020

£000. £000

‘Emoluments including receivable under long term incentive scheme 23 729
Pension Costs 2 3
825 732

In addition,” the highest paid Director also exercised share options in American Express Company, the ultimate
parént comparny, and/or recéived common stock in American Express Comparly as.a result.of RSAS vesting in the
year.

One Director who served during the. year was employed by and received their remuneration from another

American Express: gioup company; services, provided by employees of one American Express group company to
another fall under the-enterprise-wide Transfer Pricing Policy and are recharged appro_priate]y.
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10. INTEREST RECEIVABLE AND SIMILAR INCOME

Inhterest-earned from Group unidertakings
Other intérest receivable

11. INTEREST PAYABLE AND SIMILAR EXPENSES

Initerest payable to Group undertakings
Other interest payable

2021. 2020
£000 £000
3,002 3,874
1,373 1,260
4,375 7,134
2021 2020
£000 £000
5,658 8,256
2,921 (43)
8,579 8213

Foliowing the renepotiation of the Belgrave I:iou'se_ lease the existing Asser Retirement Obligation (ARO)
provision was extinguished resulting i the reversal.of previous impacts to depreciation and interest payable.
The negative 'Other interest payable’ balance shown in- 2020 above arisés from this reversal.

12. TAX. ON PROFIT/(LOSS)

Profit/Loss) before taxation

Tax charge/{credit).on profit at effective rate 19% (2020: 19%)
Adjusted for the effects:of:

Non-deductible expenses

Inconie not taxable

Tax rate changes.

Eftect 6f overseas tax rates - Italy

Adjustment for prior years:

Others

Unrelieved foreign tax not-previously recognised
‘Net-deferred tax asset not previously recognised

Write off of DTAs following business transfer wransaction
Share based paymerits net tax deduction

Total tax charge/{credit) on profit/(loss)

2021 2026
£000 £000
83,400 (75,613)
15,846 (14,366).
1,905 3,844
— (356)
(9,622) (2,826)
3,545 701
5,546 (1,934)
11 22
(413) 490
(139) (1,502)
(280) 89
16,399 (17,238)
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- . e 2021 2020
12. TAX:ON PROFITALOSS) {Continned) _£0{-}0. £000
Current income tax
UKtax
Current income tax 19,847 1,516
Adjustment for prior years. {1 l';0_56) (2,524)
Less: relief for overseas tax _ (1,011) —_
7,780 {1,008)
Overseas tax
Current income tax 598 45l
Adjustment for prior years 3,497 1,347
Total curtent tax’ 11,878 729
Deférred tax
Origination and reversal of temporary differences (2.504) (15,185)
Adjustment for prior years 10,465 @y
Impaet of change in‘tax rate (9,622) (2,826)
(1,661} (18424),
Oversess tax
Qrigination and revérsal of temporary différences 3,545 701
Adjustment for.prior years 2,640 {244)
Total deferred tax. 4,524 (17,967)
Income tax expense/(credit) 16,399 {17,738)
2021 2020
Taxation on items not (credited) / charged. to the Income Statement -£000 £000
Current tax credit:
Tax deéduction on share options / awards in excess of expense recognised (1,171) (1,518)
Adjustrnenit for prior years (310) (830).
Deferred tax (credit) / cha rge
Tax deduction on share qptions / awards in excess of expense recognised {1,781} 1,361
Impact of charige i tax rate: (443) (292)
Adjustment for prior years- —_ 765
Total (3,705) (512)

Factors affecting the tax charge for the-year:-

The UK Government antuounced on 3 March 2021 its intention to increase the UK rate of corporation tax to.
25% (enacted on. 10th June 2021) from 9% from 1 April 2023. As this rate was substantively ‘enacted at the
year end, therefore cle'fe_rred tax has been calculated at the rate of :2_5_% on all the femporary d_ifferences-: expect
the share based payments and change.in basis adjustments which have been recogunised at blended rates:

The Company higs an unrecognised deferred tdx asset of £62m (2020: £35m) r'n::_laﬁhg 1o-temporary différences in
its overseas branclies;

The company also has c-a}ﬁtal_ losses of £446,985 against which nci-.d_eferre_d tax asset has been recognised due-to
uncertainty surrounding future capital ‘gains agathst which the'loss can be utilised.
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12, TAX ON PROFIF/(LOSS) (Continued)

Deferred tax

UK
The following are the major deferred tax assets recognised by the Company and movements thereon:
Share Other Offset to
F ixed based temporary ‘OVETSEASs Tax,
Assets. payments differences. deferred tax Losses Total
£000  £000 2000 £080 £000 £000
Asat [ January 2021 24,267 6,794 4,383 {2,941) 10,942 43,445
Credit/(Debif) to Income, o
Statement 2,552 846 (i1,033) 139 2,504
Credit to Eejuity — 1,782 — — — 1,782
Adjustment for prior vears
through Income'Statement (38) — 515 — (10,942  {10,465).
“Tax rate change to Income.
Statement 8:457 1,036 1,014 (885) — 0,62
Tax rate change'to Equity — 443 — — — 443.
As at 31 December: 2021 35,238 13,901 4,879 (3,687) — 47,331
Share Other Offset to
Fixed based temporary -overseas Tax
As_s‘ef's p_‘a_ymen‘ts :_Ii'ff_ere'nces- deferred tax Losses Total
-£000 £000 £000 £000 £000 £600
As at 1-January 2020 19.875 6,903 4410 (43333 — 26,855
Credit/(Debit) to Income '
Statemeit 2447 440; (546) 1,902 10,942 15,185
Debit to Equity — ¢1,361). — — e (L,361)
Adjustment for prior years
through In¢ome:Statement (352 763 — — — 4_1 3
Adjustment for prior years.
through Equity — (763) — — — (765)
“Tax raté changé to Iricome
Statement 2,297 520 519 (510) —_— 2.826
Tax rate change {o Edquity — 292 — — — 292
As at 31 December 2020 24,267 6,794 4,383 {2,941) - 10,942, 43,445
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12. TAX ON PROFIT/ALOSS) (Continued)

Deferred tax-(continued)

M}:
Provision Other
Tor'credit temporary
losses differences Tax losses Total
At1 January 2021 48,440 777 14,732 63,949
Revaluation of opening balance (3,629) (57) (1,104) (4,790)
Adjustment for prior years through Income Staiement — (61) (2,579 (2,640)
(Debit)/Credit to Income Statement (8,954) {147) 5,556 (3,545)
At 31 December 2021 35,857 512 16,605 52,974
Provision Other
for credit temporary
losses: differences Tax losses Total
Af | January 2020 52,586 — 7.989 60,575
Revaluation -'of;openi_ng_ balance 3;490 — 530. 4,020
Adjustrient for prior years throigh Income Statemerit — 966 {722y 244
Business-transier adjustment —- (189} — (189),
(Debit)/Credit to Incoms Statement (7.636) — 6,935 (701)
Al 31 December 2020 48,440 T 14,732 63_,949'
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13. TANGIBLE ASSETS.

Assetsin  Rightof
Leaseliold  Furaitare  Plant and course of use’
improvements -and fittings machinery construction Assetss  Total
£000 £000 £000 £000 £000 £000

Cost:
At'1 Jantary 2021 85,470 15,822 33:435 10,604 91,695 237,026
Exchange differences (73) (226) @97 @8 ©68) (1,572
Transfers {to)/from
offier Group companies. — (211 (1o1) 308 — 496
'Additions / transfers 11,191 545 6,696 (6.570) 84 11,946
Disposals (1,546) — (7.095) — —— {8.641).
At 31 December 2021 95,042 15930 32,638 4,834 90,811 239,255
Accumniated
depreciation:
At 1 January 2021 55,025 13,556 23,349 - 15,779 107,709.
Exchange ditferences _(45'}_ (169} (210} — (2913 (715)
Transfers to other Group
companies: — 22 312 — — 290
Charge for the year 7,377 779 5,778 - 73 21,647
Disposals. {1,543y —_— (7,013 — —  (8,536)
'At.31 December 2021. 60,8144 14,144 22216 — 23,201 120375
Net baok value:
At 31 December 2021 34,228 1,786 10,422 4,834 67,616 118,880
At 31 December.2020, 30,445, 2,266 ‘10,086 10,604 75916 129,317
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14. INVESTMENTS

Investments comprise of listed investment securities of £0.04m:(2020: £0.04m)-and wholly owned subsidiaries,
_American Express [talia s:r.],, American Express Europe $;A and American Express de Fspana $.A,

The listed investrhent securities are classified within Level 1.of the fair value Kierarchy and the fair value-of all
listed investnient securities is based on their current bid pricés in an active market.

Investment in Sabsidiaries’

2021 2020,
£000 £600
At UTanuary 140,757 139,118
Additions e 1,639
At 31 December 140,757 140,757
Percentage
of shares Description of
Undertaking held shares held Principal activity  Office address
“Viale Alexander
Gustave Eiffel 15;
_ ‘00148, Rome,
Anierican Express Italia s.r.l. 100% Ordinaty Trading Company Ttaly:
Averiida del
Partencri, 12-14,
‘Campo de las
_ Naciones, Madrid,
American Bxpress de.Espana S,A.  100% Ordinary Holding Coinpany 28042
Avenida del
Partenon, 12-14,
Campo de lds
‘Naciones, Madrid,
American Express Europe S.A. 54% Ordinary Trading Company. 28042

Thé number of shares held reflects the positiori at both 31 December 2021 and 31 December 2020.

81



DocuSign Envelope ID: 0F94A7AD-D351.48A7.9638-015EDC410D63:
American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS:(ConﬁnUed)
For the year ended 31 December 2021

15, CLASSIFICATION OF FINANCIAL INSTRUMENTS

Financial assets
at fair value
through Profit

a_'nd Loss
As at 31 December 2021 Amortiséd Cost Account Tatal
£000 £000 2000
ASSETS
Cash at bank-and in hand 283,026 — 283,026
Debtors;
- Cardmember receivables 28,307 148,920, 177,227
- Receivabtes from Group undertakings 1,362,164 — 1,362,164
—:Other débtors 11,621 — 11,621
Investments — 36 36
Derivative financial instruments — 18,529 18,529
f.oans:
«Cardmember loans — 266,643 266,643
-Loans due from Group undertakings 882,397 —_ 882,397
- Loans.to related parties. 18 — 18
Total Financial Assets 2,567,533 434,128 3,001,661
Non-Financial Assets: 475,891
Total Assets 2,567,833 434,128 3,477,552
Financial
liabilities
measured
through Profit
_ and Loss
As at 31 December2021 Amortised Cost Account Total
£000 £000 £000
LIABILITIES
Trade and other pavables:
- Trade creditors 47,260 — 47,260
- Amounts due‘to Group undértakings 1,298 — 1,298
- Other creditors 164,158 40,106 204,264-
Accruals 88,490 — 188 490
Borrowings: _
- Bark loans and ovérdrafis 3,806 — 3.806
- Loans due to Group undertakings 1,708,908 — 1,708,908
Derivative finaticial instruments — 5431 5431
Total Financial Liabilities 2,113,920 45,537 2,159,457
‘Non-Financial Liabilities 256,995
Total Liabilities 2,113,920 45,537 2,416,452
Equity 1,061,100
Total Liabilities and Equity 2,113,920 45,537 3,477,552
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15.. CLASSIFICATION OF FINANCIAL INSTRUMENTS (Continued)

Financial assets
at fair valie

through Profit
and Loss
As.at 31 December .2020 Amortised Cost Aéc_t_)unt' Total
£000 £000 £000
ASSETS
Casly at bank and inhand 378,766 e 378,766
Diebtors:
- Cardmember reccivables 25,697 82,524 108,221
-~ Receivables from Group undertakings 1,120,943 — 1,120,943
- Other debtors 13,217 — 13217
[nvéstments — 39 39
Detivative financial instruments e 5,790 5,750
Laans: —
- Cardmember loans — 30,623 30,623
- Lodns due from Group undertakings 662,069 — 662,069
- TL.oans torelated parties 24 — 24
“Total Financial Assets: 2,200,716 ’ 118,976 2,319,692
Non-Firiancial Assets. ' 490,308
Total Assets. 2,200,716 118,976 2,510,000
Finanicial
linbilities-at fair
value through
Profit and Loss
As at 31 December 2020 Amoriised Cost Account Total
£000 £000 £000
LIABILITIES
Trade and other payables:
< Trade creditors 26,744 — 26,744
= Amiounts due te Group undertakings 084 — 984
- Other creditors 186,504 50457 236,961
Accruals 137810 — 137,810
Borrowings: _ -
- Bank Toans and overdrafts 102,236 — 102,236
~ Loans due to-Group-undertakings 1,097,382 — 1,097,382
Derivative finaticial insttuments — 8:840 8,840
Total Financial Liabilities 1,551,660 59,297 1,610,957
Non-Financial Eiabilities 211,022
Total Liabilities. 1,551,660 59,297 1,821,979
Equity 988,021
Total Liabilities and Equity 1,551,660 59,297 2,810,000
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15. CLASSIFICATION OF FINANCIAL INSTRUMENTS (Continued)
The table below presents thie Company's financial assets and liabilitiés that are measured at fair value at.31
December 2021 and 2020, by valiation metliod,  The different [evels havé béen defined as follows:

«  Level 1 - inputs that are quoted prices (unadjusted) for identical assets or liabilities.in active markets (such
aspublicly traded. derivatives, and equity securities).

«  Level 2 - inputs other than quoted prices included within. Level 1 that are obsetvable for the asset or
liability, eitlier directly (that is, as prices) or indirettly (that is, derived from prices) for example. over-the-
counter:derivatives.

¢ Level 3 — inputs that are unobservable and reflect the Company®s-own assumptions-about the assumptions.
market parficipants would use in- pricing the asset or-liability based on the- best information available in the
cifcumstances (e.g. intemally derived assumptions surrounding the timing and amount of expected. cash
flaws).,

There were no trausfers between levels:in the year, The movement in faif value in the year in relation to the
effective portion of net-investment hedges has béen taken to other comprehensive expense. The movement in
fair yalue in the year for all other assets and liabilities has been taken to administrative expenses.

Levei 1 Level 2 Level 3 Tofal
As at 31 December 2021 £000 £000 £000 £000
Assets
Derivative _ﬁ_n_ancia[ assets
- Forward foreign exchangé: contracts — 18,529 — 18,529
Financial assets-at fair value through profit of loss
- Cirdmiember receivables - — 148,920 148,920
- Cardmember loans — — 266,643 266,643
- Tnvestments 36 - - 36
Total assets 36 18,529 415,563 434,128
Liabilities
Derivative financial liabilities-
- Forward foreign exchange contracts — 543] — 5,431
Fair vafue of undrawn commitments —_ — 40,106 40,106
‘Total liabilities — 5,431 40,106 45,537
As at 31 December 2020
Assets
Derivative financial assets
-~ Forward forei'gn'gxéhange_ contracts — 5,790. — 5,790
Financial assets at fair value throngh profitor loss
- Cardmember receivables —_ i 82;524. 32,524
«  Cardmember loans — — 30,623 30,623
=~ Investments 39 — — 39
Total assets 39 5,790 113,147 118,976
Liabilities
Dérivative financial liabilities
. Forward foreign exchange contracts — 3.840" — 8,840
Fair value of undrawn commitments — — 50,457 50,457
Total liabilitics —_ 8,840 50,457 50,297
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15, CLASSIFICATION OF FINANCIAL INSTRUMENTS (Continue’d)_ﬁ

Derivative financial instraments

The Company enters in to derivative financial instruments that are either-held for hedging purposes in relation to
the Company's economic: hedges and net investment hedges or held for trading purposes in rclafinn to the
Company's Foreign Exchange Tnternational Payments (FXIP) business.

The fair value of the Coipany’s derivative instfunients.is estimated using intemal pricing models, where the
iputs to those models are readily avaitable ffom actively guoted markets. The pricing models are consistently
applied and reflect the contractial ferms of the defivatives, The Company reaftirms its understanding of the
vdluation techniques at least annualty and validates the valuatioh output on a quarterly basis. The Company’s.
derivative instruments are classitied within Level 2 of the fair value hierarchy.

The fair value. of foreign exchange. forward contracts aré determined based on a discounted cash {low method
using the following significant inpuits; ‘the- contractual termis of theé forward ¢ontracts sucli as the notional
amount; maturity dates and contract rate; as well as relevant foreign currency forward curves, and discount rates
consistenit-with the underlying economic factors of thecurrency in which the cash flows ate dencmmated

Credit and debit valuation adjustments are necessary when- thie market parameters (for example, a benchmark
eurve) used to value thie derivative instruments are not indicative of the ‘credit quality. of the Company or ‘its
counterparties. The. Company considers the counterparty credittisk by applying an oliservable foréeasted default
rate to'the current exposure.

Cardmémber {oans. and receivables

The fair value of Cardmember leans and receivables. is determineéd using the discount tharged on the sale ‘of
these assets fo a related party. This discount was determined. in-an arm’s length manhér affer t’akin_g'_ into. account
campensation for the buyer’s risk of loss and funding costs. If-one.of more of the sigiiificant inputs is not based
on observable market data, the instrument is included in Level 3..

As.a result of these-assets being-sold-each month end the majority of the remaining balanice at the reporting date
cansists of unbilied Cardmember spend. The fait valié of the remaining balance is deterinined using the
discount charged on the sale of these. assets to a related party.

For Cardmember loans and receivables, the Company performed a sensitivity analysis by adjusting the discount
charged for the subsequent sale of these assets to a related party by 0.15% (15 bps) €2020: 0.10% (10 bps)) “This-

adjustment is representatlve: of a range that is consistent with observed past sales in the current year and.
management’s assessment of forecast movements in the buyer’s risk of loss and funding cost.

Carrying' Impazet of Carrying Empact of.
amount as at 31 sensitivity amount as at 31 sensitivity
Dec 2621 analysis (-} Dec 2020 analysis (+/-)
£0600 £000 £000 £000

Financial assets
Cardmeimher Receivables 148,920 223 82,524 82
-Cardmember Loans 266,643 4006 30,623 31

The weighted average discount rate applied to the sold cardmember loans and receivables during-the year was
0.14% (2020; 0. 50%). The impact of the discount rate on the fair value adjustment. to Cardmember loans and
receivables is given below, with the P&L impacts captured in Note'7 Profit / {loss) before taxation.
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15, CLASSIFICATION OF FINANCIAL INSTRUMENTS {Continned)

Cardmember ltn'alls-:'and' receivables {continued)
Belgw:is sin aralysis of movement i Cardmeinber loans and receivables during the year:

2021 2020

£0060 £000
Fair value of Cardmember réceivables and loans at 1 January 113,147 134,624
Foreign exchange impact 162 (2,023)
Cardniember spend, fnterest and other chatzes during the year 36,142,100 28,692,782
Proceeds received from the sale of Cardmember_ -loaﬁs-a'n_d L3'5,823._,568') (2-8_,552;67?}
receivables
Fair value adjustments.* (16,278) (159,559)
Fair value of Cardmember loans and receivables at 31 December 415,563 113,147

* Fair value adjustments are determined using the discount rate '-applié_d to the sold cardmember loans and
receivables,

Fair. value of undirawn commitments

Reported within Other creditors is £40.1m (2020: £30.3m) relating to the fair value of undrawn- commitments
(Nate 20}, This balahce consists of the fair value of the undrawn commitment in relation to-Cardmember loans:
classified as FVTPL (Note 3.16(c)). The fair value calculation leverages the unfiunded commitment IFRS. 9
expected credit loss ¢alculation methodology asa proxy for the fair value of undrawn commitinents.

The fair vahie of undrawn commitments is a significant accounting estimate and Note 3.26 provides sensitivity
analysis around the weighting between the baseline and pessimistic scenarios.

86



DocuSign Envelopé 1D OF94A7AD-D35148A7-9638-015EDG410063

American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

16. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments include forward contracts for the purchase and sale. of foreign currencies: These
instruments allow the Company and its customers to-transfer, madlfy or reduce’ their forezgn exchange, interest
rate and credit risks. The following outlings the nature and terms of The_most common _types_of derivatives used:

i Forward foreign exchange contracts are agreements to €xchange a specified amount of one currency for
another on a future date at-an-agreed rate.

The derivative financial instruments shown in the follo\nug iables are either held for hedging purposes in
relation fo the Company s economic hedges and net investment hedges or held to manage market risk in relation
to tlie Compam s Foreign Exchange Intemational Payments (FXIP) business. The contractual or underlymg_
principal amounts of these derivative: financial instruments and their corresponding gross positive (derivative
recéivables) and negative (derivative payables) fair values at the Balance .Shegt date’ are analysed below.
Changes in fair values of filtures contracts which are exc]lange traded are subject to daily settlement and the
margins relating to these futures contracis-are included in balances with the- ‘counterparty.

At 31 Décember: 2021 2020,
Notional . Notional e rer
Amouit Fair Value Amount Fair Value.
Assets Liabilities Assets Lighilities
£000 £000 £000 £000 £000 £000

Deiivatives held for hedging
Forward foreign exchange:

Designated as net investment hedge. 49,603 178 2452 54478 416 6
Qther 116,726 1,894 146 133,897 523 5.
Total 166,331 2,072 2,508 188,375 939 i1

Derivatives held for trading
Forward foreign exchange 935,575 16,457 2,833 1,149256 4,851 8,829
Total 955575 16,457 2,833 1,149256 4,851 8.829.

The fuil fair value: of a hedging derivative is classified as a nonscurrent asset or liability if the _'rf.fmainihg
maturity of the hedged item is more than. 12 months.and as'a current asset or fiability if the maturity of the hedge.
item is less than .12 months, The Company only holds derivatives which are short term in nature, maturing
within 12 months. Theé maximum exposure to- credit risk at the reporting date s the fair valus of the derivative
assets in the Baldnce Sheet. For information about the méthods and aséumptidus used in determining: the. fair
value of derivatives sec Note 15-Classification of financial instruments. The Company’s. derivative instiuments

are classified within Level 2 of the fair va}ué'-l)ieréréh'_y.

Other derivatives held for hedging represent forward foreign exchange contracts entered into for the purposes of
hedging the Company s subsidiary foreign currency exposure. Gains.or iosscs associated with these derivatives
have-been recognised i in the Tncome Statement.

Included within other comprehensive expense is. - loss of £3,547,991 for 2021 (2020: gain _of £3,190,000) in
relation to the Company’s. effective portion ‘of its. derivatives déesignatéd as net investment hedges. No-
ineffective portions of hedges were recorded: for 2021 (2020: £Nil}y in the Income -Statement within
administrativé expenses. Reported:foreign exchange lossés from the Company’s derivatives not designated in a
hedge accounting relationship were £302,839 (2020;_ gain of £155,000).
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'17. DEBTORS : CURRENT 2021 2020
£000 £000

Cardmeinbet loans. 266,643 30,623
‘Cardmember receivables 177,227 108,221
Loans due from Group undertakings 871,476 25,931
Loans due from related parties 18 24
Receivables from Group. undertakings 1,362,164 1,120,943
Other debtors 56,061 68,404
Deferred Caidmernbers acquisifion costs. 7,743 [0,335
Prepayments and accrued ingome 37,009 2 1,-2_0.6
Derivative financial instraments 18,529 5,790
2,796,870 1,391,477

Reported within ‘Cardmember loans; Cardmember receivables, Loans-dué from Group undertakings arid

Loans due from related parties are the following amortised cost financial assets:.

2021 2020

£000 £000

Cardmernber receivables _ 28,546 26,118
Provision. for impairment of Cardinember receivables (239) 421
28,307 25.697

Loans.due from Group undertakings & related parties 871,404 25,935
871,494 25,935

“Total 899,801 51,652

For Cardmember loaris and recéivables, the carrying amount i§-deemed to approximate fair value due-to-the

‘short term nature of the balances.
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17.1 Analysis of provision for impairment on Cardmembéer receivables
The majority of the Comipany’s Cardmember Joans and receivables ate:sold to a related party .on a monthly
basis and are therefore classified. as: FVTPL. For the small proportion of the Company’s. Cardmember
recsivables‘that are not sold, the total provision for impairment on Cardinember réceivables as at 31 December
2020 was £0.4m which has dé_c_rease'd to-£0.2m as at 31 December 2021 . The table below details the associated
staging and expected credit loss movements during 2021.

(amounts in £000)

2021
Cardmember Receiyables
12 month Expected | Lifetime Expected Credit Losses
Credit Losses. [ Not Credit Impaired | Credit Impaired
(Stage 1) {Stage 2) {Stage 3)
Gross -Gross Gross T?tal' : :
Carrying | Allowance | Carrying ] AHowance| Carrying| Allowsnce .Gro.sls. Total

Value Value ‘Value C.‘f”—"“?g- Allowanee
) - Value
At | January
2021 . 25,754 185 232 127 132 109 26,118 421
Transfer to 12-
month ECL 94 31 (94) (51 p— — — -
Transfer to
lifetime ECL
not eredit
impaired. (103) 1) 103 ! — — —_— —
Tiansfer tor
lifetime ECL
credit
impaired (18) — — — 18 — - —
Change due to
stage
assignment
transfer 70} (51) 67 68 16 20 13 37
New financial.
‘assets.
originated 2,426 7 2 1 1 — 2429 8
Write-offs — e —| 407y (40Ty  (407) (407)
‘Gross: '
Cartying
value / Net
Femeasuremen
‘.ol loss
allowance 2,161 (42} (95} (55} 284 305 ‘2,350 208
Other (1,930 1y (173 (9 (e B (195D (28)
At 31
December
2021 28,314 138 198 82 34 13| 28546 239
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17. DEBTORS : CURRENT (continued)
{amounts in £'000)

2020
Cardimember Receivahles-
12 month Exjpected ': Lifetime Expected Credit Losses
Credit Losses Not Credit Impaired | Credit Impaired
{Stage 1) {Stage 2) (Stage 3)
Gross Gross Gross ;:;:l_ Total
Carrying | Allowance | Carrying | Allowance [ Carrying| Allowancé o
- . . Carrying | Allowance
Value Value Yalue
Value

At 1 January
2020 35,572 247 240 123 ‘938 8331 36,750 {,203
Trans_.fér to
l'z-mom'h-
ECL 112. 46 (103) {40 {7 (6) e —_
Transfer to
lifetime ECL
not credit
impaired (223) (1) 223 1 —_ - — —
Transfer to- ' '
lifétime ECE.
credit
impaired (58) —_— — — 38 —_— _— —
Charige dueto
stage
-assigniment
transfer (100) (46) 7 124 75 111 (18) 189
New financial
-assets
originated 1,573 8 1 man a— — 1,574 &
Write-offs — — (58) (58) (1,331 (1330 (1389 (1,389)
‘Change in
Gross
Cartying
value / Net
remeasuremen
tof loss
allowance | (13,483) (82) (92) 31) 337 4471 (13,238) 334
Other- 2,361 13 16 8 62 55| 2,439 76.
At3l
December
2020 25,754 185 232 127 132 109 | 26,118 421
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17. DEBTORS : CURRENT (continucd)

17.2 Deferred Cardmembers Acquisition Cost

Deferred Cardutembers acquisition costs relate to incremental fees paid to third-parties arid-intetnal sales teams
to obtain the Cardmember contraets; as well as. ¢értain sét=up or fulfilment costs required to provide the-card
services, such as the cost of the plastic: card, These costs. are amortised on a- straight. line basis over the
estimated Cardthember account life, -as this reflects the period over whicli the Company will provide the
'relatecl card services and benefit from the acqmsltmn and fulfilment ¢osts. The estimated Cardmember account
life-is reviewed. annually 1o ensure an appropriate deferral petiod i3 bemg applled -and adjusted if necessary.
The impact of Covid-19 hés not had a significant impact on Cardmember life. In 2021, amortisation amounting
to £14.4m (20207 £22.1m) was recognised within administrative’ éxpenses. There was no impairment loss in
relation to the. costs-capitalised. )

-A reconciliation of deferred Cardmembers acquisition cost as follows:

£000

At 1 January 2021 24,717

-Cost.deferred during the year 15,656
Expense recognised during the year . (14.413)

At 31 December 2021 25,960

Current 7,743
Non-current 18,217

25,960

-18. DEBTORS : NON CURRENT

2021 2020

£000 £000

Loans, due from Group undertakings 10,921 636,138

Deferred tax asset (Note 12) 100,305 107,394

Deferred Cardinembers acquisition costs (Note 17.2) 18217 14,382

Prepayments and accrited income 1,286 2,531

130,729 760,445

lii the prior vear Debtors: Non Current, was presented as a non current asset onthe face of thé Balance Sheet. In
2021 this has been reclassified to 'Debtors' within Current assets-as this is considered to align with the'required
Companies Act format. There was nojmpact on net assets or profit: from this reclassification-and:the combined
value of current and non-current debtofs as shown én the face of the Balance Sheet: is £2.927,599 (2020:
£2,151,922

91



DocuSign Envelope ID: OF94A7AD-D351-48A7-9638:015ERC410D63

American Express Services Europe Limited

NOTES TO THE FINANCIAL STATEMENTS (Continued)
For the year ended 31 December 2021

19. CASH AT BANK AND IN HAND

2021 2020
£000 £000
Cash at bank and in hand 283,026 378,766

Included within cash at bank is £99m (2020: £114m) held on behalt of customers in a designated client fimds
account,

20. CREDITORS: amounts falling due within one year

2021 2020

2000 £000

Bank loans and overdrafis (Note 22) 3,806 102,236
“Trade creditors 47,260 26,744
Loans due to Group undértakings (Note 22) 54,198 675,964
Amounts due fo Group-undertakings. 1,298 984
Derivative financial instruments (Note 16) 5,431 8,840
Other taxation arid social security 8,498 4,973
‘Corporation tax 2,117 92
Lease Liability (Note 23) 5,183 6,301
Other créditors 127749 153,433
Accruals 188,490 137,810-
Deferred income (Note 25) _ 83,128 72,704
527,158 1,190,081

The-current portion of ttade and other payables are carried af cost which approximates fair value:due to the short
terny nature thereof.

Terms and conditions of the above financial instruments are:

(i) Trade creditors are non-interest bearing and are normally seitled within 60 days.

{ii) Leans due to Group undertakings and falling due within one year are unsecured and are subject to a.
variable rate of interest. The.contractual maturity of amounts is disclosed in Notedd,

Reported within Creditors: amounts falling-due within one year are Bank loans and overdrafts, and Loans duc to
Group undertakings which are further disclosed in Borrowings (Note 22):.

Reported within. Other creditors is £40.1m (2020: £30,5m) relating to undrawn commitinents classified -as.
FVTPL (Note 15}.. '
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21. CREDITORS: amounts falling due after more than one year

2021 2020
£000. £000
Loans due to Group undertakings 1,634,710 421,418
Lease Liability (Note 23) 76,289 §2,083
Other cieditors 3,108 2,855
1,734,107 506,356
22. BORROWINGS
2021 2020
£000° £000
Non-current
Loans from Group.undertakings 1,654,710 421,418
Current _ _ _
Bank overdrafts 3,806 102,236
Loans from;
Group undertakings 34,198 675,964
Others 76 208
1,712,790 1,199,916
23, LEASE LIABILITIES
Lease liabilities included in Creditors as at 31 December are as foliows:
2021 2020
£000. £000
Current 5,183 6,301
Non-current _ 76,289 82,083
Total 81,472 88,384

“The total cash outflow for leases in 2021 was'£7.9m (2020: £1 L.8m).

The following séts out a-maturity analysis of the Company's lease liabilities under IFRS 16 with the present

value, as of 31 December:

2021 2020

£000 £000

"No later than 1 year: 6,613 7815

Later than 1 -year:and 1o later than 5years 36,320 34,368

Later than 5 years 46,105 55,302

Total ) 89,047 97,485
Future finance charges. ) (1,575 (9,101%
Lease Liabilities 81,472 88,384
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24, PROVISIONS FOR LIABILITIES

Provision
. paer s for Membership. .

Restructuring Dilapidation Customer. Rewa rdl;: ‘Other Tetal

Redress
£000 £000 £000 £000 £000 £000

Cast:

At January 2021 166 1.378 1418 121,927 652 125,542
Exchange differences —_ 610 — @ (48y (469)
Increase ini provision 12,725 13 240 84,17 525 97.674
Utilisations {8,467 {505} {1,260) {55,918) (382}  {66,932)
Releases (628) — — — — (628)
At 31 December 2021 3,796 476 399 149,769 747 155,187

Resiructu_r_ing_-provision

From time to tiime, the Company initiates restructuring programs to become more efficient and effective, and to
support new business strategies..In connection with thiese programs, the Company will typically incur severance
and other exit costs. During 2021, the ¢ ompany recognised £12.7m (2020:£3,7m) of restructuring charges, and
releases of £0.6m (2020:expense of £0.4m) for adjustments of previously accrued amounts due to revisions of
prior estimates.

Ditapidation provision

The dilapidation provision represents the estimated cost of returning buildings leased by the Company to their
original state prior to their occupation by the Compatty, where the requirement to do so is specified in the terms
and conditions of the lease.

P'm\_!isimg for customer redress _ _

During 2009 and 2010, the Financial Conduct Authority issued guidance for custorver complaints. handling, with
regard to fair: assessment and calculatwn of potential redress in respect of Payment Protection Insurance (PPI).

A provision has been recognised for the expected cost of ‘policy “premium, interest refunds and Fmanual
Ombudsmen. Service (FOS) fees The majority of the remaining complaints upheld for redress were. settled in
2021 and the provision as at 31 December 2021 represents management's best estimate at;this point in. time of
the remaining redress to be paid.

Membership rewards

The Company records a Membership Rewards llab:llty that represents the estimated :cost of Membership.
Rewards points earned that are expected to be redeemed by Cardmembers in the future. The Membership
Rewards liability is Tmpacted over time by enrolment levels, attrition, the volume of points earned and.
redeemed, and the associated redemptmn costs. The Membership Rewards liability is considered to be a
current. hability as, while the lability is expected to be settled over tithg, the Company does not have the
unconditional right to defer-séttlement. béyond one year, The Conipany estimates the Membership Rewards
llablllty by deterimining the ultimate redemption rate: (URR) and the weighted average cost {(WAC) per point,
which are applied to the paints of. current -enrollees, The: URR assumption is used to estimate the number of
Memberslup Rewards points earned by current enrollees that wiil ulllmalel} be redeemed in fulure periods
(the 3.26). The_ timing of the outflow of .economic benefits is dependent on: Cardmember redemption
behaviours.
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24, PROVISIONS FOR LIABILITIES (continued)

Otlier provisions

Other provisions comprise the aggfegate anticipated cost of various outstanding claims and litigation cases.
Potential lidbilities. have heen assessed in: line with the Company's accounting policy on Provisions and

Contingent Liabilities, and have been provided for actordingly.

-25. DEFERRED INCOME

Deferred card fees income
Other deferred income

A reconciliation of deferréd card fees income is as follows:

At L Jannary 2021

Card fees defetted during the year
Revenue recognised-during the year
Other foreign currency adjustihents

At 31 December 2021

26. CALLED UP SHARE CAPITAL

lssued, called up ar;d_ﬁ:?{xr_.pg'rfd

‘Qrdinary shares of £] each’
Preference shares of $1 each

2021 2020

£000 £000

82,804 72348

324 356

83,128 72,704

2021

£000

72,348

176,082

(164,597}

(1,029)

82,804.

2021 2020. 2021 2020.
No. No. £000 £000
184,348,573 184,348,573 184,349 184,349
47,604,000 47,604,000 27:439 27,439
231,952,573 231,952,573 211,788 211,788

The company-does not-have a limited amount of authorised capital.

The $1 preference shares have diluted voting rights, one vote for every two shares held. In any year when the
Company s distributable profits exceed the amount which would be necessary. in order to declare and pay a

dividend of $0.20 per share but no dividend i is- declared, the holders. accrue the righttoa deferred dividend of.
$0.20 per share, which shall be pavable in the event of a Teturn of capital or otherwise at the discretion of the.
Company. On winding up, the $1 preference Sharehoiders rank above ordinary shareholders. and are entitled to
receive the amounts paid up plus an additional amount of $1 dollar per preference share held; deferred dividends.
rank for payment-after amounts paid up on ordinary- shares.

The $1 preference share’ capita'{'i's_ converted at the historic exchange rate as at the date of issuance.
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27. PENSIONS

American Express provides retirement benefits through a variety of arrangemenis comprising defined benefit
and.defined -contribution plans. The material plans ("the. Plans"} comprise the American Express. UK Pension
Plan ("the UK Plan")yand several pension arrangements in Germany: {“the German Plans" ).

The UK: and German Plans and the related costs are assessed in accordance with the advice of qualified
independent ‘actuaries. The Plans identified have several parficipating employers sharing the: risks beiween
entities under common control. Both the UK and German Plans do not have a stated policy for sharing net
defi ned beneht cost or for determining. the-contributions {o be paid by each partlupatmg iegal entity for these
scliemes. None of the participating legal entities hiave. been assessed as being sponsoring employers of these.
Plans. As a.result, American Express UK legal entities account fot these Plans as if they were defined:
contribution ardangements with additional disclosureé notes.compliant with the [AS19. requirements- for thése
types of arrangements. The information of these Plans as a whole is presented below.

The UK Plan

The UK Plan is.a defined benefit pension plan with a normal retirement age of 65. The UK Plan was offered to
employees who joined the company before { July 2006 and has a weighted average duration of around 15 years.

The UK Plan was. closed to futore accrual on 31 J uly 2013; although the link to future salary increases was
rétaiiied up to the end of 2016. The benefit payable from. the Plan variés depending on whethét- the member
_joined before 1996 or after, For those joining before 1996, there is a pension benefit payable from the Plan thati.
increasés in line with statutory requiréments, For those joining.after 1996, thereis a lump: sum benefit fiayable
at rétirement which. the employees. can itse to purchase an annuity or transfer to an approved plan. All
employess in the UK are now offered a defined contribution scheme.

The UK Plan operates under trust faw and is governed by a Trustee board in accordance. with the terms of the’
Trust Deed and Rules and relevant legislation. The Plan's assets are held by the trust.

The ‘contributions paid-to the UK Plan are agreed with the Trustees.on the basis of a valuation carried out every
three years by the Scheme Actuary. Principal factors that the Scheine Actuary will have regard to include ‘r_hé
covenant offered by the Sponsor, the level of risk in the Plan, the Plan™s investmoent strategy and. the Plan’s
ﬁlnding' level, In compliance with'the Pénsions Act 2004, the Sponsor and the Trustee: agreed-a scheme-specific
funding target, statement of funding principles, a schedule of conttibutions and a recovery: plan accordingl}_fs

The IAS19 liability is most sensitive to changes in discount rate, which depends-on market yields on Sterling-
detiomindted AA-fated corporate bonds. In addition to the interest rate risk, the value of liability also.depends.
on the assumptions made about future inflation and- life expectation and the risks -associ'a_téd with actual
experience in these two-areas differing over the long tenm from the assumptions: adopted,

German Plans

There are five defined benefit plans. in Germany, of which only ong is open to hew hires. The normal retirement
age is generally 65 and the benefit is generally paid as a lumpi 'sum-at retirement, aithough one: Plan pays a
menthly pension for life. The:weighted average duration of the German Plans is around 15 years,

The German Plans are unfunded with the exception of the open Plan, which is:a cash balance.Plan with-assets
held in insurance contracts and where there is a gu‘arantecd:minirnum fevet of investmeént return applied to
mermbers’ cash balance account. For the most part therefore, each participating employer pays and records the
cost of benefits as they arise. '
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27, PENSIONS (Continuéd)

German Plans (Continued)

As benéfits are paid miostly as lump sums, the total Hability is not dependent én. the level of inflationary
inicreases of pension benefits in payment or the period of time the pension will be paid (life cxpeotancy) and so
the Plans are not exposed to-inflationary or significant longevity risks. The total liability is. dependent on futare
salary inctease levelS (linked to the level of beriefits payable) anid the discount rate (which depends on market.
yields on Euro-denominated AA corporate bonds). These are the two main risks affecting the level of the
German Plans’ liabilities.

Key assumptions and valuation results
The key assumptions used to value the UK and German Plans® liabilitics based on A 819 requirements to‘gether‘

with the resuls obtained are set out below. Although-there are multiple plans in Germany, alt plans were valued
using the same financial and demographic assumptions.

Assumptions Nominal % pa
UK Germany.
2021 2020 2021 2020
Discount rate 1.85 1,25 1.15 0.65
Rate of increase in salaries- n‘a w/a 3 2.9
Social Security increases n/a n/a 24 24
Rate of pension increase in paymenit* 0.00-3.18 0.00-2.84 2 1.9
‘Raite of ificrease in price inflation
RPI** 35 3 nfa n/a
CP** 300 2.50 2 1.9
Mortality table: _ _ o
SAPS S3 'mortality SAPS 53

table CMI 2020 mortality table
maodel with trend  CMI:2019 model _ . L
of 1.50% per with trenid of Heubeck  Heubeck 20186
annum  1.50% per annum 2018G

¥ post 88 GMP=2,27%: pre: 1997 excess = 0%; April 1997 to April 2005 = 3.18%; post April 2005 = 2.04%
#* RPI = Retail Price Inflation; CPI = Consumer Price Inflation
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27. PENSIONS (Continued)

Key assumptions and valua‘ti_on_ results (Continued)

The table bc’bv_&i shiows the value of IAS19 liabilities.and assets as at 31 December 2021,

UK Germany
[AS19 Defined Benefit Obligation and Market Value
of Assets 2021 (Em) 2020 (£m) 2021 (£m) 2020 (£m)
Present valuge of Plan. liabilities 1,263.9% [1.-3'0 g 7% 022 11 5{}
Market value of assets** C12207*  13098% 4.5 45
Deficit (34.2) (98.9) 97.7) (110.5)
Sensitivity analysis - 2020 Defined Benefit Obligation
Discount rate assumption being 1% higher 1,106.3* 883
Discount rate assumption being 1% lower- 1.445.7% 119.5

* Includes £7307 of Additional Voluntary Contribution (*AVCs") (£66m in 2020)
** There-are-no self-invested assetsin the'UK Plan or in:the Germain Plans

As a result of the 2018 and 2020 UK court rulings: requiring the equalisation of Guaranteed Minimuem Pensions’
(GMP} in UK pension schemes including historic transfer values, the: 202 UK Plan liabilities: include an
allowance for GMP squalisation,

The German Plans are for the ma|0rity unfunded with only 4% of the liabilities covered by assets. Tt-is common
practlce in Germany for defined benefit plans to be unfunded. German plan assets ace 100% mvested in
insurance contracts. The UK Plan's major asset categories are stiown in- the table below:

Asset Allocation as'at 31 December 2021 (£m) 2020 (£m)
Dariestic equities 152 21.4
_Foreign equities 212.7 364.9
Government bonds 5187 272.5
Corporate bonds. 54.3 58.8
- Buy-in gortract. 235.7 253.8
_Additionat volantary contributions 72.8 636
Cash'and cash eqiivalents 355 30.8.
Other 848 142.0
Total 1229.7 1,209.8

There was a special ‘event in 2017 for the UK Plan involving a pensioner buy-in fransaction to partially insure
the UK ‘pensioner liabilities. The valué of the buy:in contract is £241.8m and has been included within the
“aliocation above. The assets under the *Other™ category represent amovists mainly invested in diversifiéd funds
and include investments in-hedge funds which meke use of different investment styles including the use of
derivatives: S _ _
All securities invested by the UK Plan have a quoted market price in an active market {with the exception of
-£255. 3 iainly attributable to the pensioner buy-in contiact),
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27, PENSIONS. (Continued)

Key assumptions and valuation results (Continued)

Additional voluntary: contributions (AVCs) made by members to euhance their benefits had 2 matching defined
contribution.applied by the employer and are-included in:the assets and liabilities shown above as at 31
December 202[.

Contributions

The Em_]jbyer contributions.to ﬂj}e UK Plan and German Plans during the ca_lendar year 2021 and. expected for
2032 are summatised in the table below.

Country/Plan(sy 2022 Expécted Actual 2021 -Actual 2020,

_ ‘Contributions (£m) Contributions (£m) Contributions (£m)
UK# 21.4 21.4 204
Germany** 3.1 2.1 1.9

* Iy addition dufing 2021, the eniployer’ contributed £31.7m- (2028 £36.0m) {including salary. sacriﬁ_ﬁ;e..cont_r'ibutions] torthe
defined contribution- Stakeholder Plan in the UK.

A Con_trfi_hll_lio_ns in Germany include benefit payments made direct_ly by the employer and contributions info the Cash.
Balance Plasn. i ' '
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28. COMMITMENTS

The Company has commitments to- extend credit to its Cardmembers for its Iendmg products. These
commitments are not contractual and are Laucellable at the discretion of the:‘Company if there is an _objectively
justifiable reason to do so. The commitiment for these products represents the maximum potential credit risk,

assuming the amount 1s_fu][_y utilised and the. Cardmeniber defaults and collection efforts are- ansuccessfiul, As at
31 Decembeér 2021 these, commitments were £20..1 m(2020: £18.3m}. These amounts are.not fully deawn. by the.
Company’s Cardmembers and, therefore these amounts in aggregate are not indicative of future. cash
tequirements. Managerent does m6t expect.any. material adverse consequence: to the Company’s financial
position to result from these commitments.

At 31 December 2021 the Company had Co-Brand commitments of £42.9m (2020: £52.4m) in respect of non-
cancellable minimum annual payments and: marketing fees. This amount is due to be paid over a period not

exceeding eight years. The Co-Brand agreements allow the Company to issue both consumer and corporate co-
_b_ra_nded products,

29. CONTINGENT LIABILITIES
There-are rio contingent liabilities fot the:year ended 31 December 2021
30. RELATED PARTY TRANSACTIONS

The following 2021 Directors and Key Management.Personnel lteld American Express.petsonal and corperate
cards during the year which are issued by the Company under the normal terms of bysiness:.

Balance at Highest balance Balance at 31
1 January in the yéar® Deceniber
2021* 2021
£ £ £
Directors
H Lewis — Chairperson’ 7.405 8.048. 3,058
D Bailey — Chief Financial Officer 3,624 11,180 11,180
L Fenwick. 9415 12,321 3,595
C Duerden 3,264 8545 5,532
S Sterbenz 1,435 5,690 3,125
B.Sawyers 4,029 13,776 7,928
P Taswell 2,146 5,404 2,537
SMonga: - 699 -
Key Management Personnel
P Brown. 7.249 7.249 5,966,
I Griffiths: - 440 -
L Johnston 11,849 12,477 11,736

*amounts are inclusive of Close Family Member balances
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31, EVENTS AFTER THE BALANCE SHEET DATE

In fanuary 2022, the Swedish ‘Supreme Administrative Court ruled in. Tavour of the Company with respect to
litigation ongomg with the Swedish Tax Authorlty in respect of the Campanv s VAT atrangements from 2015
to2019. Subsequently, the Company recovered SEK67m (£5.5m) of additional VAT paid to the Swedish Tax
Authority for the period fiom 2015 t0.2019.

Tn light of the current Russia=Ukraing conflict, American Express announced the suspension of'all its operatlons-
in Russia on 6 March 2022. American Express issued cards will no longer operate ‘at merchants and ATMs in
‘Russia and cards-issued locally in Russia by Russian banks will not operaie outside the country on the American.
Express global network. Amierican Express has also. suspended all business operations in Belarus.

Based on the current assessmetit completed: by Management, the Company has mi_niin_ai exposure o Russia,
however the situation will:continue o be monitored.

1



