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Report of the General Partner

HSBC (General Partner) Limited ('the General Partner') presents the annual report and audited financial statements of HSBC Capital Funding
(Dallar 1) L.P. ('the Partnership') for the yezr ended 31 December 2023,

Partnership

The Partnership was established on 13 Aprl 2000 and is registered as a limited partnership in Jersey under the Limited Partnerships {Jersey)
Law 1984, The Partnership commenced activities on 13 April 2000, with the first closing acceptance of committed contributions being on the
17 April 2000,

Principal activities

The Principal activities of the Partnership are:

= tocreate and issue Prefarred Securities;

= 1o use capital contributions to acquire and hold Subordinated Notes: and

= Tloenterinto and perform any contracts and agreements required to accomplish the foregoing activities,

The issue of the 10,176% Non-cumulative Step-up Perpetual Preferred Securities, Series 2 ('Preferred Securities’) by the Partnership is
guaranteed, on a subordinated basis, by HSBC Holdings plc. The proceeds of the issue were used by the Partnership to subscribe for the
10.176% cumulative Step-up Subordinated Notes ("Subordinated Notes’) issued by HSBC Haldings ple,

The Preferred Securities previously qualified as regulatory capital for HSBC Holdings ple. The Preferred Securities, together with the Quarantee,
i th rights 1o income and capitzl distributions and distributions upan liquidation of HSBC Holdings ple that are
if they had purchased non-cumulative perpetual preference shares of HSBC Holdings plc. The Preferred
Securities are admitted to trading on the regulated market, isted on the Luxemboura Stock Exchange. The Preferred Securities ceased to
qualify as regulatory capital for HSBC Holdings plc on a consolidated basis from 1 January 2022, and therefore a Special Event (as per the terms
and conditions relating to the Preferred Securities) has occurred and is currently continuing. This provides the General Partner with an optional
right to redeem the Preferred Securities at a price determined in accordance with the terms and conditions relating to the Preferred Securities.
Any such redemption, if it were to be triggerad by the General Partner, would also be subject to the satisfaction of certain conditions that are
Setout in the terms and conditions relating to the Preferred Securities,

To date, the General Partner hias taken no decision to exarcise the option to redeem the Preferred Securities,

HSBC faces elevated geopolitical risk, with the ongoing Russia-Ukraine and Israel-Hamas wars. Both may have significant global economic and
political consequences. The Israel-Hamas war has led to renewed volatility in energy prices, and recent attacks on commercial shipping in the
Red Sea and the Counter-measures taken to improve security have begun to disrupt supply chains, These developments have the potential to
halt or reverse the recent decline in inflation especially in Eurape and North America. The Russia-Ukraine war has continued to elevate
geopolitical instability, which could have continued ramifications for the Group and jts customers. HSBC is monitoring and assessing the impacts
of these wars. However, as at the report date there has been no material iImpact from these macrosconomic factors on the Partnership's
financial performance or cash flows. The General Partnar will continue to monitor the effect these macroeconomic factors have on HSBC
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Independent Auditor

Statement of General Partner's Responsibilities

The General Partner is responsible for preparing the financial statements in accordance with International Financial Reporting Standards (IFRSs)
85 adopted by the European Union for the purpose of filing audited financial statements with the Luxembourg Stock Exchange and in
accordance with the Limitad Partnership Agreement dated 14 April 2000,

The General Partner 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 Partnership and of the profit ar loss of the Partnership for that period. In preparing the financial statements, the General Partner is
responsible for:

- selecting suitable accounting pelicies and then applying them consistently,

= stating whether applicable IFRSs as issued by the International Accounting Board (IASB) have been followed, subject to any material
departures disclosed and explained in the financial statements;

- making judgements and accounting estimates that are reasonable and prudent; and

= preparing the finaricial statements on the going concern basis unless it s inappropriate to presume that the Partnership will continue in
business

The General Partner is responsible for safeguarding the assets of the Partnership and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.
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The General Partner is also respansible for keeping adequate accounting records that are sufficient to show and explain the Partnership’s
transactions and disclose with reasonable accuracy at any time the financial position of the Partnership.

So far as the Directors of the General partner are aware, there is no relevant audit information of which the Partnership’s auditor is unaware, and
each Director of the General Partner has taken all the steps that he or she ought to have taken as a Director in order to make himself or herself
aware of any relevant audit information and to establish that the Partnership’s auditor is aware of that information.

With regard to Regulation 2004/1 09/EC of the European Union (the 'EU Transparency Directive'), the Directors of the General Partner confirm to
5 BEst of ther krowledge - ited-financial ar the vear ended 31 December 2023 give a true and fair view of the assets,
s, financial position and result of the Partnership as required by the applicable accounting standards. The feport of e Gamneral Partmer
gives a true and fair view of important events that have occurred during the year and their impact on the financial statements. The principal risks
and uncertainties faced by the Partnership are disclosed in Note 8 of these financial staterments.

The General Partner is responsible for presenting the financial statements in compliance with the requirements set out in the Delegated
Regulation 2019/815 on European Single Electronic Format (* ESEF Regulation”).

Directors

The Directors of the General Partner who were in office during the year and up to the date of signing the financial statements were as follows:

MName Appointed
Jonathan Thomas Langan 24/8/2017
Richard Boyns 4/4/2020
William Arthur Charles Paine 13/10/2022
Director

HSBC (General Partner) Limited
acting in its capacity as General Partner of
HSBC Capital Funding (Dollar 1) LP.

Signed on behalf of
HSBC (General Partner) Limited
28 March 2024

— The maintenance and integrity of the Partnership information published on the Luxembourg Stock Exchange website is the responsibility of
the General Partner of the Partnership; the wark carried out by the auditor does not involve consideration of these matters and, accordingly,
the auditor accept no responsibility for any changes that may have occurred to the financial statements since they were initially presented on
the website.

— Legislation in Jersey governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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Independent audit report to General Partner of HSBC Capital
Funding (Dollar 1) L.P.

Report on the audit of the financial statements
Opinion
In our opinign, HSBC Capital Funding (Dollar 1) L P.'s financial statements:

= 8veatrue and fair view of the state of the Partnership’s affairs as at 31 December 2023 and of its result and cash flows for the year then
ended; and

— have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union,

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”), which comprise;
the Balance Sheet as at 31 December 2023; the Incame statement, the Statement of comprehensive income, the Staterment of cash flows and
the Statermnent of changes in partner's interests for the year then ended; and the nates to the financial staternents, which include a description

We condueted our audi in accordance with International Standards on Auditing (UK) (“1SAs (UK}, International Standards on Auditing issued by
the International Auditing and Assurance Standards Board ("1SAs”) and applicable law. Our responsibilities under ISAs (UK) and ISAs are further
descrived in the Auditors’ responsibilities for the audit of the financial statements section of our report, We believa that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the Partnership 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 listed public interest entities, and the International Code of
Ethics for Professional Accountants {including International Independence Standards] issued by the International Ethics Standards Board for
Accountants (IESBA Code), as applicable 1o listed public interest entities, and we have fuffilled cur other ethical responsibilities in accordance
with thase requirements.

To the best of our knawledge and belief, we declare that non-audit services prohibited by either the FRC's Ethical Standard or Article 5(1) of
Regulation (EU) No 537/2014 were not providad,

We have provided ng non-audit services to the Partnership in the period under audit,
Our audit approach
Context

The Partnership was established as a means of raising funding via the issuance of 10. 176% non-cumulative step-up perpetual preferred
securities (the "Preferred Securities"), listed on the Luxembourg Stock Exchange. The capital contribution received from the issuance of the
Preferred Securities were used 1o acquire 10.176% cumulative step-up subordinated notes (the “Subordinated Notes’), issued by HSBC
Holdings ple. The activities of the Partnership are conducted primarily by reference to the Limited Partnership Agreement. The Preferred

Overview
Audit scope

~ The scope of our audit and the nature, timing and extent of audit procedures performed were determined by our risk assessment and other
qualitative factors lincluding evaluation of histary of misstatement through fraud or error),

~ We tailored the scope of our audit to ensure that we performed sufficient work to enable us to opine on the financial statements.

= We identified all material classes of transactions, account balances and disclosures, including those that wers considered qualitatively
material, and conducted our work over these accordingly.

Key audit matters

- Measurement of the Subordinated Nates.

= Materiality

Overall materiality: US$9,000,000 (2022: 1% based on 1% of total assets,

- Performance materiality: US$6,750,000 (2022 US$6,750,000),

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstaterment in the financial statements,
Key audit matters
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This is not a complete list of all risks identified by our audit.
The key audit matters below are consistent with last year

Key audit matler How our audit addressead the Rey au )
Measurement of the Subordinated Notes. We reviewed the underlying documentstion available In refation to the

The Subordinated Notes are classified as financial assets at Subordinated Notes and assessed the appropriateness of the conclusion to
—————gmortised-cost: measure the Subordinated Notes at amortised cost.
The impairment assessment is based on management's We tested receipts on the Subordinated Notes.

assessment of the expected credit loss ['ECL') for the Subordinated
Notes, which is subjective. The General Partner has concluded that  We gained an understanding of the processes and controls implermnented by the
the ECL is immaterial and therefore no impairment charge has been General Partner when assessing ECL:

recorded.
We performed stress testing on the ECL to determine if the impact was material
Refer to notes 1.2 (b) and 3. and, in what circumstances, the ECL may be material.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able 1o give an opinion on the financial statements as a
whole, taking into account the structure of the Partnership, the accounting processes and controls, and the industry in which it operates.
The accounting records of the Partriership are maintained by HSBC Holdings plc's finance team in Jersey, who are involved in the day-to-day
operation of the Partnership, We identified and tested all material financial statement line items and disclosures, including those that were
considered qualitatively material, The procedures performed provided sufficient evidence overall material classes of transactions, account
balances and disclosures in the financial statements.

The impact of climate risk on our audit

As part of our audit we made enquiries of management to understand the extent of the potential impact of climate risk on the Partnership’s
financial statements, and we remained alert when performing our audit procedures for any indicators of the impact of climate risk. Our
procedures did not identify any material impact as & result of climate risk on the Partnership’s financial statements.

Materiality

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

Based on our professional judgement, we determined materiality for the financial staterments as a whole as follows:

Overall Partnership materiality | Us$2,000,000 (2022: 1%).
How we determined it ' 1% of total assets

Rationale for benchmark applied As the Partnership was established as part of a funding structure, funded by the

Preferred Securities, it would follow that users may focus their attention on the
Partnership's total assets balance that generate the cash flows necessary 10 make
payments on the Preferred Securities. We therefore believe it is appropriate to use a
benchmark of 1% of total assets.

We use performance materiality to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected
misstatements exceeds overall materiality. Specifically, we use performance materiality in determining the scope of our audit and the nature
and extent of our testing of account balances, classes of ransactions and disclosures, for example in determining sample sizes.

Our performance materiality was 76% (2022: 75%) of overall materiality, amounting to US$6,750,000 (2022: US$6,750,000) for the Partnership
financial statements.

In determining the perfarmance materiality, we considered a number of factors - the history of misstatements, risk assessment and aggregation
risk and the effectiveness of controls -and concluded that an amount at the upper end of our normal range was appropriate.

We agreed with the General Partner that we would report to them misstatements identified during our audit above $450,000 (2022: $450,000)
as well as misstatements below that amount that, in our view, warranted reporting for qualitative reasons.

Conclusions relating to going concern
Our evaluation of the General Partner's assessment of the Partnership’s ability to continue to adopt the going concern basis of accounting
included:

- Reviewing the General Partner's going concern assessment 1o evaluate its consistency with our understanding of the operations of the
limited Partnership and the general market. Obtaining an understanding of the circumstances in which the Preterred Securities may be
redeemned and the Partnership then wound up,

— Confirming that payments in respect of the Preferred securities have been guaranteed by HSBC Holdings ple.
— Considering the independent credit ratings of HSBC Holdings plc.
— Considering the appropriateness of the disclosures made by the General Partner in respect of the going concerm of the entity.

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 Partnership’s ability to continue as 3 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 General Partner’s use of the going concern basis of accounting in the

preparation of the financial statements is appropriate.
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However, because not al| future events or conditions can be predicted, this conclusion is not a guarantee as to the Partnership's ability ta
continue as a going concern.

Reporting on other information

The other infarmation comprises all of the information in the Annual Report other than the financial Statements and our auditars” report thereon,
The General Partner is respansible for the other information. Qur opinion on the financial statements does not cover the other infarmation and,
accordingly, we do not express an audit opinion or any form of assurance thereon.

conclude whether there is 2 material misstztement of the financial statements or @ material misstatement of the other information. If, based on
the work we have performed, we conelude that there js a material misstatement of this other information, we are raquired to report that fact,

Responsibilities for the financial statements and the audit
Responsibilities of the General Partner for the financial statements

As explained more fully in the Statement of General Partner's Respansibilities, the General Partner is 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 General Partner
is also responsible for such internal control as they determine is necessary to enable the preparation of financial statements that are frae from
material misstaterment, whether due to fraud or error,

In preparing the financial statements, the General Partner is responsible for assessing the Partnership’s ability to continue as a going concermn,
disclosing. as applicable, matters related to going concern and using the going concern basis of accounting unless the General Partner either
intends to liquidate the Partnership or to cease operatians, ar have no realistic alternative but to do so,

Auditors' responsibilities for the audit of the financial statements

Our cbjectives are to obtain reasonable assurance about whethsr the financial statements as a whole are free from material misstatement,
whether due 1o 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 always dstect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, Individually or in the agaregate, they could reasanably be expected to
influence the economic decisions of users taken on the basis of these financial statemenits.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We desian 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,

effect on the financial statements. We also considered those laws and regulations that have a direct impact on the financial statements such as
the Limited Partnerships (Jersey) Law 1994, We evaluated management's incentives and opportunities for fraudulent manipulation of the
financial statements lincluding the risk of override ot controls), and determined that the principal risks were related to the posting of
inappropriate journal entries. Audit procedures performed by the engagement team included:

= enquiring with the General Partner as 1o any actual or suspected instances of fraud or non-compliance with laws and regulations;

= Inspecting and testing significant transactions or financial statement disclosures 1o check they wera in accordance with the terms of the
Limited Partnership Agreement,

= reviewing the minutes of meetings of the board of directors of the General Partner; and

= performing audit procedures to Incorporate unpredictability around the nature, timing or extent of our testing.

There are inherent limitations in the audit procedures descrined 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
materfal 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.

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

A further description of our responsibilities for the audit of the financial statements in accordance with ISAs (UK) is located on the F RC’s
website at: 555.».3oé.cr\m:u__aaawuozma. s. This description forms part of our auditors’ report.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional scepticism throughout the audit. We
also:

- Obtain an understanding of internal contral relevant to the audit in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Partnership’s internal control.
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— Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by
management.

- Conclude on the appropriateness of management's use of the going concern basis of accounting and based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Partnership’s ahility to continue as
a going concemn. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, o modify our opinion, Our conclusions are based on the audit

, t itoar’ . However, future events or conditions may cause the Partnership to cease 10

continue as a going concerm.

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

_ Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Partnership to
express an opinion on the financial statements. We are responsible for the direction, supervision and performance of the Partnership audit.
We remain solely responsible for our audit opinion.

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

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

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit
of the financial statements of the current period and are therefore the key audit matters. \We describe these matters in our auditor's report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consegquences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

Use of this report

This report, including the opinion, has been prepared for and only for the General Partner of the Partnership to enable them to fulfil their
obligation to file audited financial statements with the Luxembourg Stock Exchange and in accordance with the Limited Partnership Agreement
dated 14 April 2000 in accordance with our engagement letter dated 15 March 2024 and for no other purpose. We do not, in giving this opinion,
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,
including without limitation under any contractual obligations of the Partnership, save where expressly agreed by our prior consent in writing.

Individual responsible for the audit

The engagement leader on the audit resulting in this independent auditors’ report is Andrew Batty.
Other required reporting

Report on other legal and regulatory requirements

We have checked the compliance of the financial statements of the Partnership as at 31 Decemnber 2023 with the relevant statutory
requirernents set out in the ESEF Regulation that are applicable to financial statements. That is, for the Partnership:

— The financial statements are prepared in a valid xHTML format;
In our opinion, the financial statements of the Partnership as at 31 December 2023, identified as [hbcfd-2022-12-31-en.zipl, have been prepared,
in all material respects, in compliance with the requirements laid down in the ESEF Regulation.

Appointment

We were appointed by the General Partner on 29 March 2022 to audit the financial statements for the year ended 31 December 2021 and

subsequent financial periods. The period of total uninterrupted engagement is 3 years, covering the years ended 31 December 2021 t0
31 December 2023.

v%ﬁ?ﬂdﬁ mua%é\m L

PricewaterhouseCoopers LLP
Chartered Accountants
Birmingham

28 March 2024




HSBC Capital Funding (Dollar 1) L.P.

—_—

Financial statements

Income statement for the year ended 31 December 2023

2023 2022

Nates $'000 $'000

Interest income on cumulative step-up subordinated notes 1 91,584 91,584

Total income 91,584 91.584
Expenditure

Interest expense on nen<umulative step-up perpatual preferred securities (91,584) 191,584)

Total operating expenses (91,584) {91,584)

Net result for the year = .I

All operations are from continuing operations.

Statement of comprehensive income

There has been no other comprehensive income or expenses for the vear ended 31 December 2023, other than the result stated above
{2022: nil). As a result, net result for the year represents total comprehensive income for both current and prior year,
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Balance sheet at 31 December 2023

2023 2022
Notas “._SQ $£'000
Non-current assets
Financial Assets at amortised cost 3 900,000 900,000
1 1
Current assets e
Other recaivables 4 254 254
Total assets 900,255 900,255
Liabilities
Non-current liabilities
Noncumulative step-up perpatual preferred securities L 900,000 900,000
Current liabilities
Other payables 2 254 254
Total liabilities 900,254 900,254
Partner's capital and reserves
Praferential Limited partner's capital ’ 1 1
Total partner's interests 1 1
Total partner's interests and liabilities 900,255 800,255

The accompanying notes an pages 10 to 14 form an integral part of these financial statements.
The financial statements were approved by the Directors of the General Partner on 28 March 2024 and were signed on its behalf by:

Director
/) \ K
N, [~

28 March 2024
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Statement of cash flows for the year ended 31

December 2023

2023 2022
$'000 $'000
Cash flows from operating activities
Net result for the year - -—
Adjust ts for:
Interest recelved on cumulative step-Up subordinated notes 91,584 91,584
Interest paid on noncumulative step-up perpetual preferred securities (91,584) (91,584)

Net cash gensrated from operating activities

Net increase in cash and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 D

The notes on pages 10 to 14 form an integral part of these financial statements.

Statement of changes in partner's interests

There has been no movement in Capital and Reserves for the year endsd 31 December 2023,

(2022 no movement),

as detailed in the Balance sheet report on page 8
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Notes on the Financial Statements

1 Basis of preparation and significant accounting policies
et —Basis-of-preparation

(a) Compliance with International Financial Reporting Standards

The financial statements of HSBC Capital Funding (Dollar 1) L.P. ('the Partnership!), established in Jersey, have been prepared in accordance
with International Financial Reporting Standards ('IFRSs’) as issued by the International Accounting Standards Board ('IASB’), including
interpretations issued by the [FRS Interpretations Committee, and as endorsed by the European Union (EU’).

At 31 December 2023, there were no unendorsed standards effective for the year ended 31 December 2023 affecting these financial
statements and the Partnership's application of IFRSs results in no differences between IFRSs as issued by the |ASB and IFRSs as endorsed by
the EU.

Standards adopted during the year ended 31 December 2023

IFRS adoptions

There have been no new standards adopted during the period 1o 31 December 2023 that have impacted the final statements of the Partnership.
(b) Future accounting developments

Minor amendments to IFRSs

The IASB published a number of minor amendments to IFRSs that are effective from 1 January 2024. The Partnership expects they will have an
insignificant effect on the financial statements when adopted,

{c) Presentation of information

The financial statements are preparedona going concern basis, as the General Partner's view is that no significant risk or issues have been
identified that could foreseeably impact the Limited Partnerships ability to remain solvent.

1.2 Summary of significant accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered material in relation to the
Partnership's financial statements tor the year ended 31 December 2023:

(a) Subordinated notes interest income and preferred securities interest expense

Subordinated notes interest income and preferred securities interest expense are accounted for in accordance with the effective interest rate
basis.

(b) Cumulative Step-up Subordinated Notes (‘Subordinated Notes') measured at amortised cost

A financial asset that is not designated at tair value through profit and loss, is measured at amortised cost if itis held to collect contractual cash
flows and if its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the principal
amounts outstanding. Cumulative step-up subordinated notes are considered as finan | assets measured at amortised cost. These assets are
subsequently measured at amortised cost using the effective interest method. The amortised cost is reduced by impairment losses. Interest
income, foreign exchange gains and losses and impairment are recognised in profit or loss. Any gains and losses on derecognition is recognised
in profit or loss,

Impairment

The impairment model under IFRS 9 requires the recognition of provision for impairment losses based on expected credit losses. For Financial
assets measured at amortised cost the Partnership calculates expected credit losses calculated by reference to market credit spreads of similar
rated third party banks. This was deemed immaterial and has not been reflected in the financial statements.

(¢) Non-cumulative Step-up Perpetual Preferred Securities (‘Preferred Securities’)

Preferred Securities are classified as liabilities and are recognised at amortised cost and are brought into account an an effective interest rate
basis. The Partnership has considered the characteristics of the preferred securities and the requirements of IAS 32 and considers that these
securities are most correctly identified as liabilities.

(d) Operating Segments

IFRS 8 'Operating Segments' (IFRS 8') requires an entity to disclose information about its segments which enables users to evaluate the nature
and financial performance of its business activities and the economic environment in which it operates. An operating segment is a companent
of the Partnership that engages in business activities from which it may earn revenues and incur expenses. The Board of Directors of the

General Partner ('the Board') performs regular reviews of the operating results of the Partnership as a whole and makes decisions using financial
infarmation at the entity level. Accordingly, the Board believes that the Partnership has only one operating segment.

(e) Use of assumptions and eritical accounting estimates and judgements

The results of the Partnership are sensitive to the accounting policies, assumptions and estimates that underlie the preparation of its financial
statements. The aceounting policies used in the preparation of the financial statements are described in detail in Note 1.2(a) to (f) accordingly.

When preparing the financial statements, it is the General Partner's respansibility to select suitable accounting pol
and estimates that are reasonable and prudent.

ies and 1o make judgements

The key judgements made by the General Partner in preparing the financial statements are:

10
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Classification of the Preferred Securities as a lizbility

Whilst the Preferred Securities are non-cumulative, the Subardinated Notas are cumu
Pay the disttibution on the Preferred Securitias, In addition, the obligations of the Part
Preferred Securities hava no maturity date, with any optional redemption being in the control of the General Partner and riat
a result, the General Partner has concluded that the Partnership does nat have the uncond
financial asset and therefore that the Preferred Securities should be classified as a liability

Classification of the Subordinated Notes

The General Partner has concluded that the Subordinated Notes should be measured atamortised cost under IFRS 8, having assessed the
business mods| and underlying cash flows against the relevant criteria below:

Business model test: Given the nature of the Partnership's acti
collect the cash flows of the Subordinated Notes.

(f) Determination of fair value
Fair values are determinag according to the following hisrarchy
(@l Level 1 - quoted market price: financial instruments with quoted prices for identical instruments in active markets,

{b) Level 2 - valuation technigue using observable nputs: financial instruments with Quoted prices for similar instruments in active markets or
Guoted prices for identical or similar Instrurments in inactive markets and financial instruments valued using models where all significant
inputs are observable.

The best evidence of fair value is a quoted price in an actively traded market. In the event that the market for a financial instrument is riot active,
a valuation technique is used, The majerity of valuation techniques employ only observable market data, and so the reliability of the fair value
measurement is high. However, certain financial instruments are valued on the basis of valuation techniques that feature one or more significant
market inputs that are unobservable. For these instruments, the fair value derived is mare judgemental. 'Unobservable' in this context means
that there is little or no current market data avallable from which to determine the level at which an arm's length transaction would be likely to
aceur, but it generally does not mean that there is no market data available at all upon which to base a determination of fair value {consensus
pricing data may, for example, be used),

Furthermore, the majority of the fair valua derlvad from a technique with significant unobservable Inputs may in some cases still be attributable
10 the observable inputs, Cansequently, the impact of uncertainty in the determination of the unobservable inputs will generally only give rise 10
& degree of uncentainty about the overall fair value of the financial instrument being measured.

The Partnership does not hald any financial instrumentts which are carried at fair value.

2 Expenses and taxation

Under the terms of the Partnership Agresment. the General Partner has agreed ta meet all operating expenses of the Partnership, including the
audit fees. Therefore, such BXpenses are not incorporated within the Income statement. The Partnership has no employess,

HSBC Holdings ple, in its capacity as issuer of the Subordinated Notes, has agreed 1o settle all expenses relating to the issue of the notes.
Any tax liability arising on the activity of the Partnership will be borne by the individual Limited Partners,

3 Cumulative step-up subordinated notes

2023 2022
$'000 $'000
Listed: Series B
US8900,000 10,176% cumulative step-up subordinated notes due 2040
At cost 900,000 500,000
At 31 Dec 800,000 900,000

The impairment mode! under [FRS 9 requires the recognition of provision for impairment losses based on expected credit losses. For Financial
assels measured at amortised cost the Partnership calculates expected credit losses calculated by reference to market credit spreads of similar
rated third party banks, This was deemed immaterial and has not been reflectad in the financial statements.

The cumulative Step-up Subordinated Notes due on 30 June 2040 were issued by HSEC Holdings plc on 17 April 2000. The Subordinated Notes
are admitted to the Official List of the UK Listing Authority and to trading on the gilt-edged and fixed interest market of the London Stock
Exchange.

._.rmwcgaimﬂmazonmm noaﬂsﬁmu_anﬂ._.Smmncau. subordinated obligations of HSBC Holdings plc ranking pari passu withaut any preference
among themselves. In the event of the winding up of HSBC Holdings plc, any claim of a Nots holder for payment of principal and accrued
interest in respect of any Note shall be treated as if the amount payable had been converted into preference shares of $1 each of HSBC
Holdings ple.

1



HSBC Capital Funding (Dollar 1) L2

The series B Subordinated Notes bear interest semi-annually on 30 June and 31 December at the fixed rate of 10.176% per annum up until
30 June 2030, and thereafter quarterly at a floating rate of 4.98% per annum above the three month US$ LIBOR rate for the relevant interest
period. The Series B Subordinated Notes may be redeemned at the option of HSBC Heldings plc on 30 June 2030, or on each Distribution date
thereafter.

The publication of sterling, Swiss franc, euro, Japanese yen and US dollar Libor interest rate benchmarks, as well as the Euro Owvernight Index
Average |'Eonia’) and other local interbank interest rates globally, has ceased following regulatory announcemants and industry initiatives. To

l%%%% llar Libor benchmarks, the UK's Financial Conduct Authority (‘FCA') has
compelled the ICE Benchmark Administration Limited to publish the three-mon i we' ic.

methodology until 31 March 2024, and the one-month, three-month and six-month US dollar Libor settings until 30 September 2024. Whilst
there is no impact on the Partnership until 2030, the General Partner will take appropriate action in conjunction with HSBC Holdings plc to
transition to an appropriate reference rate.

4 Other receivables

2023 2022
$'000 $'000
Amounts falling due within one year
Interest receivable on cumulative step-up subordinated notes 254 254
At 31 Dec 254 254
5 Other payables
2023 2022
§'000 $'000
Amounts falling due within one year:
Interest payable on non-cumulative step-up perpetual preferred securities 254 254
Total 254 254
6 Non-cumulative step-up perpetual preferred securities
2023 2022
$'000 $'000
At cost:
900,000 10.176% non-cumulative step-up perpetual securities of §1,000 sach 900,000 900,000
At 31 Dec 900,000 900,000

The Non-cumulative Step-up Perpetual Preferred Securities were issued to the Limited Partners on 17 April 2000. The Preferred Securities are
admitted to trading on the regulated market and listed on The Official List of the Luxembourg Stock Exchange. Payments in respect of the
Preferred Securities have been guaranteed, ona subordinated basis by HSBC Holdings ple pursuant toa subordinated guarantee dated 17 April
2000.

HSBC Holdings plc has covenanted that if it is prevented under certain circumstances from paying distributions on the Preferred Securities in
full, it will not pay dividends or other distributions in respect of its ordinary shares, or effect repurchase or redemption of its ordinary shares, until
after a distribution has been paid in full.

A substitution event will occur if ) HSBC Holdings plc's consolidated total capital ratio falls below the ragulatory minimum ratio required, or ii)
should the financial condition of HSBC Holdings plc deteriorate. Then the Directors of HSBC Holdings plc expect, as soon as reasonably
practicable thereafter, that the Preferred Securities will be substituted by Preference Shares of HSBC Holdings plc having gconomic terms
which are in all material respects equivalent to those of the Preferred Securities and the guarantee taken together,

The Preferred Securities ceased to qualify as regulatory capital for HSBC Holdings plc on a consolidared basis from 1 January 2022, and
therefore a Special Event (as per the terms and conditions relating 10 the Preferred Securities) has oceurred and is currently continuing. This
provides the General Partner with an optional right to redeem the Preferred Securities at a price determined in accardance with the terms and
conditions relating to the Preferred Securities. Any such redemption, if it were 1o be triggered by the General Partner, would also be subject to
the satisfaction of certain conditions that are set out in the terms and conditions relating to the Preferred Securities.To date, the General Partner
has taken no decision to exercise the option to redeem the Preferred Securities.

Fair value of financial instruments not carried at fair value.

The fair value of the preferred securities is as mentioned below. This is determined from the Bloomoerg ask price. The securities are not
gctively traded, therefore the fair value of these liabilities are classified as level 2 as per the fair value hierarchy.

There is no active market for the cumulative step-up subordinated notes. Accordingly, the fair value of these assets is determined to be the
same as the fair value of the preferred securities, due to the similar characteristics of these instruments, The fair value of the cumulative step-
up subordinated notes is determined by reference 1o observable market data, therefore these assets are classified as level 2 per the fair value
hierarchy.

There have been no transfers within the hierarchy during the year. Transfers between levels of the fair value hierarchy are deemed to occur at
the end of the reporting period.

2023 2022
$'000 $'000

The fair value of financial liabilities carried at amortised cost
900,000 10.176% non-cumulative step-up perpatual securities of $1,000 each 1,152,585 1,086,948
At 31 Dec 1,152,585 1,086,948

The carrying value of all other financial assets and liabilities approximates their fair values.
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The Series 2 Preferred Securities entitle investars to receive non-cumulative distributions semi-annually on 30 June and 31 December at the
fixed rate of 10.176% per annum up until 30 June 2030, and thereafter quarterly at a rate of 4.98% per annum above the three month US$
LIBOR rate for the relevant distribution period.

The maturity profile of the Partnership’s contractual outflows of financial liabilities as at the year-end was as follows:

2023 2022
$'000 $'000
Due between 3 and 12 manths 91,584 81,584
Due between 1 and B years 366,336 366,336
Due after 5 years 1,953,216 2,044,800
At 31 Dec 2,411,136 2502720

The Series 2 Preferred Securities may be redeemed at the option of the General Partner on 30 June 2030, or on each distribution date
thereafter. The above maturity analysis includes fixed rate interest of 10.176% up to the maturity date of the subordinated step-up cumulative
notes on 30 June 2040,which are used as indicative proxies for the period following the optional redemption date due to the perpetuity of the
securities.

The Partnership is under no contractual obligation to redeem the Series 2 Preferred Securities bafore 30 June 2040: accordingly, the maturity
profile presented assumeas no earlier redemgption takes place. Earlier redemption would occur if HSBC Holdings plc redeemed the subordinated
step-up cumulative notes before their stated maturity date of 30 June 2040.

7 Partnership interest

The following information provides a summary of the main rights of the Limited Partners and the Preferential Limited Partner ('HSBC Finance
(Netherlands)'). It does not attempt to provide datails of all circumstances, terms and conditions, and reference should also be made to the
detailed provisions contained within the Limitad Partnership Agreement and the Limitad Partnerships (Jersey) Law 1994,

Income distributions

The Limited Partners are entitled to receive income distributions, on the distribution dates, and at the interest rates applicable for each saries of
Preferred Securities as stated in Note 6.

The Preferential Limited Partner is entitled to receive income on the distribution dates based on the excess of interest received in respect of the
financial assets held by the Partnership over the distributions payable to the Limited Partners, as holders of the Preferrad Securities,

Capital entitlement

The Preferential Limited Partner Is entitled to receive a capital payment on liquidation of the Partnership. This payment will be based on the
residual assets of the Partnership following payment of any Redemption Price or Liquidation Distribution to the Limited Partners, as holders of
the Preferred Securities and after payment of all other debts.

Voting rights

The Preferential Limited Partner and the Limited Partners are only entitled 1o attend or vote at a meeting of partners in the Partnership in very
limited circumstances and are not entitled to participate in the management of the Partnership,

8 Management of financial risk

The Partnership's financial instruments comprise investments and various tems that arise through the Partnership's activities. The main
purpose of the financial instruments is to generate income in order 1o provide a return to the holders of the Preferred Securities.

The main nisks arising from the Partnership's financial instruments are interest rate risk, liquidity risk and credit risk. The Partnership is not
exposed to fareign currency risk and therefore no foreign exchange sensitivity analysis has been carried out. Exposure to price risk is also
minimal.

Interest rate risk

In the General Partner's opinion there is ro significant interest rate risk to the Partnership. From the Partnership’s perspective any change in the
Interest rate attached to the cumulative step-up subordinated notes would be matched by an equal and opposite change in the interest rate
attached to the non—cumulative step-up perpetual preferred securities. Consequently, a change in interest rates would have no significant net
effect on profit or loss and/ar equity.

IFRS 7 requires disclosure of 'a sensitivity analysis for each type of market risk to which the entity is exposed at the reporting date, showing
how profit or loss and equity would have bean affected by changes in the relevant risk variable that were reasonably possible at that date’, As
stated, whilst the financial Instrumenits held by the Partnership are separately exposed to interast rate risk, the Partnership itself is not exposed
to interest rate risk overall. Therefore, in the General Partner's opinion, na sensitivity anelysis in respect of interest rates is required to be
disclosed,

Liquidity risk

The Preferred Securities of the Partnership are redeemable at the option of the General Partner on 30 June 2030 or on each distribution date
thereafter. Additionally, 2s a Special Event has occurred and is continuing, the General Partner may exercise the option to redeem the securities
atan earlier date, subject to the satisfaction of certain conditions set out in the terms and conditions. To date, the General Partner has taken no
decision to exercise the option 10 redeem the Preferred Securities. The liabilities of the Partnership in respect of the distributions on the
Preferred Securities are at all times subject to the condition that there are sufficient legally available resources to support the payment of a

distribution. The General Partner believes that Iquidity risk for the Partnership has been minimised by matching liability maturity to asset
maturity.
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Credit risk

The Partnership is exposed to the credit risk of the issuer of the subordinated step-up cumulative notes, HSBC Holdings ple. In the opinion of
the General Partner, the credit rating of HSBC Holdings plc is strong and therefore the credit risk is acceptable. The Partnership’s own credit risk
is mitigated by means of a guarantee from HSBC Holdings plc. Standard and Poors has assessed the credit rating of HSBC Holdings plc as A-

Financial Liabilities

2023 2022
Fixed rate financial liabilities (£'000) 900,000 900,000
Effective Average Interest rate (%] 10,176 10.176
Effective average interast rate period for which rate is fixed [years) 65 7.5

Further information relating to the interest rate and the maturity of the fixed rate financial liabilities can be found in Note 6.
liabilities are matched exactly.

Accordingly, the fixed rate financial assets at amortised cost and the fixed rate financi

9 Capital management

The Partnership's assets and liabilities and the relative underlying terms and conditions are exactly matched, with the exception that the Notes
are curnulative whilst the Preferred Securities are non-cumulative. The Partnership's transactions are designed to enable the Partnership to pay
its liabilities as they fall due only, without realising a return on capital. The level of interest income and interest expense are fixed and were
established when the Partnership was set up in order that the Partnership realises a net result of nil each year and therefore there is no need for
the monitoring of return on capital.

There were no changes in the Partnership's approach to capital management during the year.
The Partnership is not subject to externally imposed capital requirements.

10 Related party transactions

There have been no transactions involving Directors of the General Partner and connected persons.
Specific transactions and balances with HSBC Holdings ple are as follows:

2023 2022
$'000 $'000
I statement
Interest income 91,584 91,584
Assets
Dther receivables (Note 4) 254 254

HSBC Bank plc, Guernsey Branch has acted as custodian for HSBC Capital Funding (Dollar 1) L.P. during the year.
All expenses of the Partnership other than interest expense are borne by the General Partner.

11 Parent undertakings

The immediate parent undertaking is HSBC Holdings plc which is the smallest group to consolidate these financial statements with the
immediate controlling party being HSBC (General Partner) Limited. The ultimate parent undertaking is HSBC Heldings plc. Copies of the Annual
Report and Accounts of HSBC Holdings plc for the year 2023 may be obtained by writing to Group Cerporate Affairs, HSBC Holdings plc, 8
Canada Square, London E14 5HQ, United Kingdom; or from the HSBC web site, www.hsbc.com.

12 Events after the statement of financial position sheet date

There are no significant events after the balance sheet date that would require disclosure or adjustment to the 31 December 2023 Financial
Statements.
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