BASE PROSPECTUS

HSBC <»

HSBC Bank plc

(A company incorporated with limited liability in England with registered number 14259)
as Issuer
PROGRAMME FOR THE ISSUANCE OF NOTES AND WARRANTS

On 24 February 1999, HSBC Bank plc (the "Issuer") established a Programme for the Issuance of Notes and Warrants (the "Programme") which is
described in this document under which notes (the "Notes™) and warrants (the "Warrants") may be issued by the Issuer. This document (which
expression shall include this document including each of Parts A to | and all documents incorporated by reference herein) has been prepared for the
purpose of providing disclosure information with regard to the Notes and Warrants and has been approved by the United Kingdom Financial Services
Authority (the "FSA™), which is the United Kingdom competent authority for the purposes of Directive 2003/71/EC (the "Prospectus Directive") and
relevant implementing measures in the United Kingdom, as a base prospectus (the "Base Prospectus”). In relation to any Notes or Warrants, the Base
Prospectus must be read as a whole and together also with the relevant final terms (the "Final Terms™). Any Notes or Warrants issued under the
Programme on or after the date of this Base Prospectus are issued subject to the provisions described herein. This does not affect any Notes or
Warrants already in issue.

The Issuer may also issue certificates (the "Certificates") under the Programme which will be issued on or substantially on the terms and conditions of
the Notes with references to Notes being deemed to refer to the Certificates of the relevant series and with such amendments as the Issuer shall
determine and agree with the relevant Dealer(s) (as defined below). References in the Base Prospectus to Notes shall when the context so permits
include references to Certificates.

Application has been made to admit Notes and Warrants issued under the Programme to listing on the Official List (the "Official List") of the FSA (in
its capacity as competent authority for the purposes of Part VI of the Financial Services and Markets Act 2000 (the "FSMA") (the "UK Listing
Authority")), and to trading on the Regulated Market (the "Regulated Market") of the London Stock Exchange plc (the “London Stock Exchange"),
which is a regulated market for the purposes of Directive 2004/39/EC. Such admission is expected to take effect on or about 19 June 2012. Any
tranche of Notes or Warrants intended to be admitted to listing on the Official List of the UK Listing Authority and admitted to trading on the
Regulated Market of the London Stock Exchange will be so admitted to listing and trading upon submission to the UK Listing Authority and the
London Stock Exchange of the relevant Final Terms and any other information required by the UK Listing Authority and/or the London Stock
Exchange, subject in each case to the issue of the relevant Notes or Warrants (as the case may be). Prior to official listing and admittance of Notes or
Warrants (as the case may be) to trading, dealings will be permitted by the London Stock Exchange in accordance with its rules. Transactions will
normally be effected for delivery on the third working day in London after the date of the transaction.

This Base Prospectus will be valid until 12 months from the date hereof.

Any person (an "Investor") intending to acquire or acquiring any securities from any person (an "Offeror") should be aware that, in the context of an
offer to the public as defined in section 102B of the FSMA, the Issuer may be responsible to the Investor for the Base Prospectus under section 90 of
FSMA only if the Issuer has authorised that Offeror to make the offer to the Investor. Each Investor should therefore enquire whether the Offeror is so
authorised by the Issuer. If the Offeror is not authorised by the Issuer, the Investor should check with the Offeror whether anyone is responsible for the
Base Prospectus for the purposes of section 90 of FSMA in the context of the offer to the public, and, if so, who that person is. If the Investor is in any
doubt about whether it can rely on the Base Prospectus and/or who is responsible for its contents, it should take legal advice.

An Investor intending to acquire or acquiring any securities from an Offeror will do so, and offers and sales of the securities to an Investor by an
Offeror will be made, in accordance with any terms and other arrangements in place between such Offeror and such Investor including as to price,
allocations and settlement arrangements. The Issuer will not be a party to any such arrangements with Investors (other than the Dealers) in connection
with the offer or sale of the securities and, accordingly, this Base Prospectus and any Final Terms will not contain such information and an Investor
must obtain such information from the Offeror. Information in relation to an offer to the public will be made available at the time such sub-offer
is made, and such information will also be provided by the relevant Offeror.

The Programme also permits Notes or Warrants to be issued on the basis that they will not be admitted to listing, trading and/or quotation by any listing
authority, stock exchange and/or quotation system or will be admitted to listing, trading and/or quotation by such other or further listing authorities,
stock exchanges and/or quotation systems as may be agreed with the Issuer.

Notes issued under the Programme may be rated. The rating assigned to an issue of Notes may not be the same as the Issuer's credit rating generally.
A rating is not a recommendation to buy, sell or hold securities and may be subject to suspension, change or withdrawal at any time by the assigning
rating agency. The rating, if any, of a certain series of Notes to be issued under the Programme and/or details of credit ratings applicable to the Issuer
generally may be specified in the relevant Final Terms. Whether or not each credit rating applied for in relation to a relevant tranche (“Tranche") of
Notes will be (1) issued by a credit rating agency established in the European Economic Area ("EEA™) and registered under Regulation (EU) No
1060/2009, as amended (the "CRA Regulation™), or (2) issued by a credit rating agency which is not established in the EEA but will be endorsed by a
credit rating agency which is established in the EEA and registered under the CRA Regulation, or (3) issued by a credit rating agency which is not
established in the EEA but which is certified under the CRA Regulation, or (4) issued by a credit rating agency which is not established in the EEA and
which is not certified under the CRA Regulation and the rating it has given to the Notes is not endorsed by a credit rating agency established in the
EEA and registered under the CRA Regulation, will be disclosed in the Final Terms of such Tranche.

This Base Prospectus includes details of the long-term and short-term credit ratings assigned to the Issuer by Standard & Poor's Credit Market Services
Europe Limited ("S&P"), Moody's Investors Service Limited ("Moody's") and Fitch Ratings Limited ("Fitch"). Each of S&P, Moody's and Fitch are
established in the EEA and are registered as Credit Rating Agencies under the CRA Regulation.

Notes may be issued in bearer form, registered form or uncertificated registered form. Warrants may be issued in book-entry form, registered form or
uncertificated registered form. Notes and Warrants will be issued in series.

The Issuer may agree with the Dealer (as defined herein) that Notes or Warrants may be issued in a form or upon terms not contemplated by the terms
and conditions of the Notes or the terms and conditions of the Warrants, as the case may be, in which case Final Terms and, if appropriate, a prospectus
supplement will be made available which will describe the effect of the agreement reached in relation to such Notes or Warrants.

The Notes and Warrants have not been and will not be registered under the United States Securities Act of 1933, as amended (the "Securities Act"),
the state securities laws of any state of the United States, and may not be offered or sold within the United States or to, or for the account or benefit of,
US persons as defined in Regulation S under the Securities Act except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act.

The Issuer has been assigned the following long-term credit ratings: AA- by S&P; Aa2 by Moody's; and AA by Fitch.

Programme Arranger and Dealer
HSBC

19 June 2012
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Part A — Product Supplement for Notes Generally

IMPORTANT NOTICES

The Issuer accepts responsibility for the information contained in this Base Prospectus. To the best of the
knowledge of the Issuer, which has taken all reasonable care to ensure that such is the case, the
information contained in this Base Prospectus is in accordance with the facts and does not omit anything
likely to affect the import of such information.

The Issuer accepts responsibility for the information (at pages D-127 to D-131) and confirms that such
information has been accurately reproduced from information available from the information source
specified herein. So far as the Issuer is aware and is able to ascertain from information available from
such source, no facts have been omitted which would render the reproduced information inaccurate or
misleading. The Issuer does not intend to provide post-issuance information.

Neither a dealer for an issue of Notes or a manager for an issue of Warrants (each a "Dealer") has
separately verified the information contained herein. Accordingly, no representation, warranty or
undertaking (express or implied) is made and no responsibility or liability is accepted by any Dealer as to
the accuracy or completeness of the information contained in this Base Prospectus or any other
information provided by the Issuer in connection with the Programme or the Notes or the Warrants or
their distribution. The statements made in this paragraph are made without prejudice to the
responsibility of the Issuer under the preceding paragraphs.

No person is or has been authorised to give any information or to make any representation not contained
in or not consistent with this Base Prospectus and, if given or made, such information or representation
must not be relied upon as having been authorised by the Issuer or the Dealer.

Neither this Base Prospectus nor any Final Terms nor any further information supplied in connection
with the Programme or any Notes or any Warrants (i) is intended to provide the basis of any credit or
other evaluation or (ii) should be considered as a recommendation or as constituting an invitation or
offer by the Issuer or the Dealer to any recipient of this Base Prospectus to subscribe for or purchase any
Notes or any Warrants. Each investor contemplating subscribing for or purchasing any Notes or any
Warrants should make its own independent investigation of the affairs, and its own appraisal of the
creditworthiness, of the Issuer. Neither this Base Prospectus nor any other information supplied in
connection with the Programme or any Notes or any Warrants constitutes an offer by or on behalf of the
Issuer or the Dealer to subscribe for or purchase any Notes or any Warrants.

This Base Prospectus has been prepared on the basis that, except to the extent sub-paragraph (ii) below
may apply, any offer of Notes or Warrants in any Member State of the European Economic Area which
has implemented the Prospectus Directive (each, a "Relevant Member State") will be made pursuant to
an exemption under the Prospectus Directive, as implemented in that Relevant Member State, from the
requirement to publish a prospectus for offers of Notes or Warrants. Accordingly any person making or
intending to make an offer in that Relevant Member State of Notes or Warrants which are the subject of
an offering/placement contemplated in this Base Prospectus as completed by Final Terms or a drawdown
prospectus in relation to the offer of those Notes or Warrants may only do so (i) in circumstances in
which no obligation arises for the Issuer or any Dealer to publish a prospectus pursuant to Article 3 of
the Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus Directive,
in each case, in relation to such offer, or (ii) if a prospectus for such offer has been approved by the
competent authority in that Relevant Member State or, where appropriate, approved in another Relevant
Member State and notified to the competent authority in that Relevant Member State and (in either case)
published, all in accordance with the Prospectus Directive, provided that any such prospectus has
subsequently been completed by Final Terms or is a drawdown prospectus which specifies that offers may
be made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant Member State,
such offer is made in the period beginning and ending on the dates specified for such purpose in such
prospectus or Final Terms or drawdown prospectus, as applicable, and the Issuer has consented in
writing to its use for the purpose of such offer. Except to the extent sub-paragraph (ii) above may apply,
neither the Issuer nor any Dealer have authorised, nor do they authorise, the making of any offer of Notes
or Warrants in circumstances in which an obligation arises for the Issuer or any Dealer to publish or
supplement a prospectus for such offer. For the purposes of this paragraph only, the expression
"Prospectus Directive" means Directive 2003/71/EC (and amendments thereto, including, when
implemented, the 2010 PD Amending Directive, to the extent of such implementation, in the Relevant
Member State), and includes any relevant implementing measure in the Relevant Member State and the
expression "2010 PD Amending Directive™ means Directive 2010/73/EU.
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Part A — Product Supplement for Notes Generally

The distribution of this Base Prospectus and the offer, distribution or sale of Notes or Warrants may be
restricted by law in certain jurisdictions. None of the Issuer or the Dealer represents that this document
may be lawfully distributed, or that any Notes or Warrants may be lawfully offered, or assumes any
responsibility for facilitating any such distribution or offering, in any such jurisdiction. In particular,
action may be required to be taken to permit a public offering of any Notes or Warrants or a distribution
of this Base Prospectus in any jurisdiction. Accordingly, no Notes or Warrants may be offered or sold,
directly or indirectly, and neither this Base Prospectus nor any advertisement or other offering material
may be distributed or published in any jurisdiction, except under circumstances that will result in
compliance with any applicable laws and regulations. Persons into whose possession this Base
Prospectus or any Notes or Warrants come must inform themselves about, and observe, any such
restrictions.

For details of certain restrictions on the distribution of this Base Prospectus and the offer or sale of
Notes and Warrants in the European Economic Area, France, Hong Kong, Italy, Japan, Singapore,
Spain, Switzerland, The Netherlands, the United Kingdom, the United States and various other
jurisdictions, see "'Subscription and Sale of Notes' and ""Purchase and Sale of Warrants" below.

*kkkik

United States

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION (THE "SEC")
NOR ANY US STATE OR FOREIGN SECURITIES COMMISSION OR OTHER REGULATORY
AUTHORITY HAS APPROVED OR DISAPPROVED OF THE NOTES OR THE WARRANTS OR
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS BASE PROSPECTUS AND ANY
ACCOMPANYING BASE PROSPECTUS SUPPLEMENTS AND FINAL TERMS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE.

In addition, during the 40-day period beginning on the later of the date on which a series of Notes or
Warrants is first offered pursuant to Regulation S under the Securities Act ("Regulation S") to persons
other than distributors and the date of closing of such offering, such Notes or Warrants will only be
issued or transferred to a person that is neither a US person nor holding such Notes for the account or
benefit of a US person except pursuant to Regulation S under the Securities Act or an available exemption
from the registration requirements of the Securities Act. Terms in the previous sentence have the
meaning given to them in Regulation S.

Each Note and each Warrant will bear legends setting forth the applicable restrictions on sale, resale,
pledge and other transfers described above. Any attempted sale, resale, pledge or other transfer of a
Note or Warrant not made in accordance with the relevant legend will not be recognised by the Issuer,
any paying agent, transfer agent or registrar and will be deemed null and void. See "Summary of
Provisions Relating to the Notes While in Global Form" and "Subscription and Sale of Notes" herein.

The Warrants may not be exercised by or on behalf of a US person unless registered under the Securities
Act or an exemption from such registration is available.

Transfers of the Warrants may be conditional upon delivery of certain certifications and are subject to
significant restrictions as described under "Purchase and Sale of Warrants" including the right of the
Issuer to refuse the recognition of transfers of the Warrants. Exercise of a Warrant will be conditional
upon delivery of certain certifications as described under "Terms and Conditions of the
Warrants - Exercise Procedure™.

Notwithstanding any provision herein, every person (and each employee, representative or other agent of
such person) may disclose to any and all other persons, without limitation of any kind, any information
provided to him by or on behalf of the Issuer relating to the US tax treatment and US tax structure of
transactions under the Programme and all materials of any kind (including opinions or other tax
analyses) that are provided by or on behalf of the Issuer to that person relating to such US tax treatment
and US tax structure.

*hkkkik
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Part A — Product Supplement for Notes Generally

United Kingdom

All applicable provisions of the FSMA must be complied with in respect of anything done in relation to
any Notes or Warrants in, from or otherwise involving the United Kingdom. Any document received in
connection with an issue of Notes or Warrants may only be distributed in circumstances in which the
restriction in Section 21(1) of the FSMA does not apply.

*kkkik

Hong Kong

The contents of this document have not been reviewed by any regulatory authority in Hong Kong.
Investors are advised to exercise caution, and if necessary obtain independent professional advice, in
relation to any purchase of Notes and Warrants under the Programme.

*kkkk

The treatment for taxation purposes of the acquisition, holding or disposal of, or other dealings with,
Notes or Warrants may differ according to the jurisdiction in which the person acquiring, holding,
disposing or dealing is subject to taxation. Any person intending to acquire, hold, dispose of or otherwise
deal with a Note or Warrant should inform himself as to the treatment for taxation purposes applicable to
him.

All references in this Base Prospectus to "Sterling", "GBP" and "£" refer to the lawful currency of the
United Kingdom, all references to "US dollars", "USD" and "US$" refer to the lawful currency of the
United States of America, all references to "Japanese Yen", "JPY" and "¥" refer to the lawful currency of
Japan and all references to "Euro™, "euro™, "EUR" and "€" refer to the lawful currency of the member
states of the European Union that have adopted or adopt the single currency in accordance with the
Treaty establishing the European Communities, as amended by the Treaty on European Union (the
"Treaty"). Any other currency referred to in any Final Terms will have the meaning specified in the
relevant Final Terms.

In connection with the issue of any tranche of Notes, the Dealer or Dealers (if any) named as the
Stabilising Manager(s) (or persons acting on behalf of the Stabilising Manager(s) (as defined in the
relevant Final Terms)) in the applicable Final Terms may over-allot Notes or effect transactions
with a view to supporting the market price of the Notes at a level higher than that which might
otherwise prevail. However, there is no assurance that the Stabilising Manager(s) (or persons
acting on behalf of a Stabilising Manager) will undertake stabilisation action. Any stabilisation
action may begin on or after the date on which adequate public disclosure of the terms of the offer
of the relevant tranche of Notes is made and, if begun, may be ended at any time, but it must end no
later than the earlier of 30 days after the issue date of the relevant tranche of Notes and 60 days
after the date of the allotment of the relevant tranche of Notes. Any stabilisation action or
over-allotment must be conducted by the relevant Stabilising Manager(s) (or person(s) acting on
behalf of any Stabilising Managers) in accordance with all applicable laws and rules.

*kkkk

It is advisable that prospective investors considering acquiring any Notes or Warrants understand the risks
of transactions involving the Notes or Warrants and it is advisable that they reach an investment decision
after carefully considering, with their financial, legal, regulatory, tax, accounting and other advisers, the
suitability of the Notes or Warrants in light of their particular circumstances (including without limitation
their own financial circumstances and investment objectives and the impact the Notes or Warrants will
have on their overall investment portfolio) and the information contained in this Base Prospectus and the
relevant Final Terms. Prospective investors should consider carefully the risk factors set forth under
"Risk Factors" in this Base Prospectus.

The Issuer disclaims any responsibility to advise investors of any matters arising under the law of the

country in which they reside that may affect the purchase of, or holding of, or the receipt of payments or
deliveries on the Notes and Warrants.
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HOW TO USE THIS DOCUMENT

Notes and Warrants may be issued by the Issuer under this Programme. The Notes and Warrants may
include, among other things, Notes and Warrants whose return is linked to:

. one or more shares and other securities ("Equity-Linked Notes and Warrants");

. one or more indices, including indices managed by the Issuer (“Index-Linked Notes and
Warrants");

. one or more preference shares (in the case of Notes only) ("Preference Share-Linked Notes");

o one or more commodities or commodities indices ("Commodity/Commodity Index-Linked
Notes");

. interest rates ("Interest Rate-Linked Notes and Warrants");

. inflation rates ("Inflation Rate-Linked Notes and Warrants");

. currencies ("Currency-Linked Notes and Warrants"); and

o the credit of one or more entities (in the case of Notes only) ("Credit-Linked Notes").

Notes and Warrants may also be linked to more than one of these variables above.

Equity-Linked Notes and Warrants and Index-Linked Notes and Warrants may include Market Access
Notes ("MANs") and Market Access Warrants ("MAWS").

All investors and prospective investors in Equity-Linked Notes and Warrants or Index-Linked Notes and
Warrants should read the front cover and the sections headed "Important Notices", "Part A - Information
relating to the Programme Generally", "Part B - Information relating to the Notes Generally" in the case
of Equity- or Index-Linked Notes, "Part C - Warrants" in the case of Equity- or Index-Linked Warrants,
and "Part D - Product Supplement for Equity/Index-Linked Notes and Warrants and Preference
Share-Linked Notes" together with the relevant Final Terms for the particular series of Equity- or
Index-Linked Notes and Warrants and Preference Share-Linked Notes.

All investors and prospective investors in Market Access Notes and Market Access Warrants should read
the front cover and the sections headed "Important Notices", "Part A - Information relating to the
Programme Generally”, "Part B - Information relating to the Notes Generally" in the case of Market
Access Notes or "Part C — Warrants" in the case of Market Access Warrants, "Part D - Product
Supplement for Equity/Index-Linked Notes and Warrants" and "Part E - Product Supplement for Market
Access Securities", together with the relevant Country Supplement (if any) (as set out in the Annex to Part
E) and the relevant Final Terms for the particular series of Market Access Notes and Market Access
Warrants.

All investors and prospective investors in Commodity/Commodity Index-Linked Notes should read the
front cover and the sections headed "Important Notices", "Part A - Information relating to the
Programme Generally", "Part B - Information relating to the Notes Generally" and "Part F - Product
Supplement for Commodity/Commaodity Index-Linked Notes" together with the relevant Final Terms for
the particular series of Commodity/Commodity Index-Linked Notes.

All investors and prospective investors in Interest Rate-Linked Notes and Warrants and Inflation
Rate-Linked Notes and Warrants should read the front cover and the sections headed "Important Notices",
"Part A - Information relating to the Programme Generally", "Part B - Information relating to the Notes
Generally" in the case of Interest Rate- or Inflation Rate-Linked Notes or "Part C Warrants" in the case
of Interest Rate- or Inflation Rate-Linked Warrants, and "Part G - Product Supplement for Interest
Rate-Linked Warrants and Inflation Rate-Linked Notes and Warrants" together with the relevant Final
Terms for the particular series of Interest Rate-Linked Notes or Warrants or Inflation Rate-Linked Notes
or Warrants.

All investors and prospective investors in Currency-Linked Notes and Warrants should read the front
cover and the sections headed "Important Notices", "Part A - Information relating to the Programme
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Generally", "Part B - Information relating to the Notes Generally" in the case of Currency-Linked Notes
or "Part C - Warrants" in the case of Currency-Linked Warrants and "Part H - Product Supplement for
Currency-Linked Notes and Warrants", together with the relevant Final Terms for the particular series of
Currency-Linked Notes or Currency-Linked Warrants.

All investors and prospective investors in Credit-Linked Notes should read the front cover and the
sections headed "Important Notices", "Part A - Information Relating to the Programme Generally", "Part
B - Information relating to the Notes Generally" and "Part | - Product Supplement for Credit-Linked
Notes" together with the relevant Final Terms for the particular series of Credit-Linked Notes.

All investors and prospective investors in Warrants should read the front cover and the sections headed
"Important Notices”, "Part A - Information relating to the Programme Generally” and "Part
C - Warrants" together with the relevant Final Terms for the particular series of Warrants.

In this Base Prospectus, "Conditions" means, as applicable, the terms and conditions of the Notes and the
terms and conditions of the Warrants, respectively.

Other than as expressly defined in any other section of this Base Prospectus, terms defined in the
Conditions, the Summary of Provisions Relating to the Notes while in Global Form and the Summary of
Provisions Relating to the Warrants while in Global Form heave the same meanings in other all sections
of this Base Prospectus.

*kkkk
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PART A - INFORMATION RELATING TO THE PROGRAMME GENERALLY
SUMMARY

This summary (the "Summary Note") must be read as an introduction to the Base Prospectus dated 19
June 2012 (as from time to time supplemented, the "Base Prospectus") relating to a Programme for the
issuance of securities (the "Notes™) and warrants (the "Warrants") established by HSBC Bank plc (the
"Bank" or the "Issuer"). Any decision to invest in the Notes should be based on a consideration of the
Base Prospectus, including any documents incorporated by reference, and this Summary Note as a whole.
Following the implementation of the relevant provisions of the Prospectus Directive (Directive
2003/71/EC) in each Member State of the European Economic Area no civil liability will attach to the
Issuer in any such Member State solely on the basis of this Summary Note, including any translation
thereof, unless it is misleading, inaccurate or inconsistent when read together with the other parts of the
Base Prospectus. Where a claim relating to the information contained in this Base Prospectus is brought
before a court in a Member State of the European Economic Area, the plaintiff may, under the national
legislation of the Member State where the claim is brought, be required to bear the costs of translating
this Base Prospectus before the legal proceedings are initiated.

Words and expressions defined in the "Terms and Conditions of the Notes" and "Terms and Conditions of
the Warrants™ or elsewhere in the Base Prospectus have the same meanings in this Summary Note.

The Issuer is a public limited company registered in England and Wales under registration number 14259.
The liability of its members is limited. It has its registered and head office at 8 Canada Square, London,
E14 5HQ, United Kingdom; telephone number +44 20 7991 8888. The Issuer was constituted by Deed of
Settlement on 15 August 1836, registered under the Companies Act 1862 as an unlimited company and
re-registered under the Companies Acts 1948 to 1980 as a public limited company.

The Issuer is a wholly owned subsidiary of HSBC Holdings plc.

The directors of the Issuer are A A Flockhart (Chairman), B Robertson (Chief Executive), P Antika, P W
Boyles, J D Garner, Dame Denise Holt, P J C Houzé, J W Leng, Dame Mary Marsh, S W Leathes, RE S
Martin, A R D Monro-Davies, P M Shawyer, A P Simoes and J F Trueman. The members of the
Executive Committee are B Robertson (Chairman), J P Armstrong, J Beunardeau (Alternate to M J
Haythorne), P W Boyles, B A Fletcher, J D Garner, R J H Gray, J-L Guerrero, M J Haythorne, N
Hinshelwood, F Morra, A S Ramsay, P J Reid, M D Sheridan and A P Simoes.

The articles of association of HSBC Bank plc are dated 20 October 2010.

The auditors of the Issuer are KPMG Audit Plc Chartered Accountants of 15 Canada Square, London,
E14 5GL, United Kingdom.

The Bank and its subsidiaries form a UK-based group (the "Group") providing a comprehensive range of
banking and related financial services. The Group divides its activities into four business segments: UK
Retail Banking; Continental Europe Retail Banking; Global Banking and Markets and Private Banking.
The Issuer is HSBC Holdings plc's principal operating subsidiary undertaking in Europe.

During 2011 the Group employed, on average, 80,013 persons.

As at 31 December 2011, the Group had total assets of £827,970 million, loans and advances to
customers and banks of £332,617 million, total customer accounts and deposits by banks of £387,161
million and total equity of £31,604 million. For the year ended 31 December 2011, the Group's operating
profit was £3,112 million on total operating income of £16,205 million. The Issuer had a total capital
ratio of 14.4 per cent. and a tier 1 capital ratio of 10.0 per cent. as at 31 December 2011.

The articles of association of the Bank, as well as its historical financial information, reports and other
documents are available for inspection at the registered office of the Bank.

There has been no material adverse change in the prospects of the Issuer since 31 December 2011.
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Summary of risk factors

There are a number of factors which could cause the Bank's actual results to differ, in some instances
materially, from those anticipated. The factors set out below should not be regarded as a complete and
comprehensive statement of all potential risks and uncertainties which face the Bank's businesses.

Current economic and market conditions may adversely affect the Bank's results: The Bank's earnings
are affected by global and local economic and market conditions. Following the global financial crisis in
2007, a difficult economic climate remains with continued pressures on household and corporate finances.
These adverse economic conditions continue to create a challenging operating environment for the Bank.

The Bank has exposure to the ongoing economic crisis in the eurozone: The sovereign debt crisis that
erupted in 2010 extended through 2011. Concern regarding the financial position of several economies
which spread from peripheral eurozone countries to include certain core eurozone countries, became
increasingly widespread and severe. The Bank has substantial exposure to financial institutions and
central banks in core European countries which may be affected by the ongoing crisis.

Liquidity, or ready access to funds, is essential to the Bank's business: The Bank's ability to borrow on
a secured or unsecured basis and the cost of so doing can be affected by a number of factors. If the Bank
is unable to raise funds its liquidity position could be adversely affected and the Bank might be unable to
meet deposit withdrawals or obligations under committed financing facilities, to fund new investments
and to repay borrowings as they mature.

The Bank is subject to political and economic risks in the countries in which it operates: The Bank
operates through an international network of subsidiaries and is subject to the risk of loss from
unfavourable political developments, currency fluctuations, social instability and changes in government
policies.

The Bank has significant exposure to counterparty risk both within the financial sector and to other
risk concentrations: The Bank's ability to engage in routine transactions to fund its operations and
manage its risks could be adversely affected by the actions and commercial soundness of other financial
institutions.  Financial institutions are necessarily interdependent because of trading, clearing,
counterparty or other relationships.

The Bank is subject to legal and compliance risks, which may have an adverse effect on the Bank:
Legal and compliance risks arise from a variety of sources and require the Bank to deal appropriately with
potential conflicts of interest, legal and regulatory requirements, ethical issues, anti-money laundering
laws or regulations, privacy laws, information security policies, sales and trading practices and the
conduct of its associated companies.

Operational risks are inherent in the Bank's business: The Bank is exposed to many types of
operational risks, including fraudulent or other criminal activities, breakdowns in processes or procedures,
systems failure or non-availability and disruption of its business arising from events that are wholly or
partially beyond its control. Notwithstanding anything in this risk factor, this risk factor should not be
taken as implying that either the Issuer or the Group will be unable to comply with its obligations as a
company with securities admitted to the Official List or as a supervised firm regulated by the Financial
Services Authority.

The Bank is subject to tax-related risks in the countries in which it operates, which could have an
adverse effect on its operating results: The Bank is subject to the substance and interpretation of tax
laws in all countries in which it operates, the risk associated with changes in tax law or in the
interpretation of tax law, the risk of changes in tax rates and the risk of consequences arising from failure
to comply with procedures required by tax authorities.

The Bank's operations are highly dependent on its information technology systems: The reliability and
security of the Bank's information and technology infrastructure and the Bank's customer databases are
crucial to maintaining the service availability of banking applications and processes and to protecting the
HSBC brand. Critical system failure, prolonged loss of service or a material breach of security could
cause long-term damage to the Bank's business and brand.

The Bank faces a number of challenges in regulation and supervision: The Bank is subject to ongoing
regulation and associated regulatory risks. In addition there are a number of regulatory changes which are
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likely to have an effect on the activities of the Group; including those proposed under Basel 111 and/or the
Capital Requirements Directive IV and those proposed by the UK Independent Commission on Banking
("ICB"). The proposals relating to capital and liquidity will result in increased capital and liquidity
requirements and could have a material effect on the Group's future financial condition or results of its
operations. The ICB proposals may affect the manner in which the Group conducts its activities and
structures itself, with the potential to both increase the costs of doing business and curtail the types of
business carried out, with the risk of decreased profitability as a result.

Summary of provisions relating to the Notes and Warrants

Notes and Warrants will be issued in Series which may comprise one or more Tranches issued on
different issue dates.

The terms and conditions applicable to each Tranche are set out under "Terms and Conditions of the
Notes" or "Terms and Conditions of the Warrants" as appropriate, as supplemented, modified or replaced
by the relevant Final Terms.

The Issuer may, subject to compliance with relevant laws, issue Notes and Warrants denominated in any
currency. There is no limit on the maximum amount of Notes and Warrants outstanding at any time.
Notes will be in registered form or in uncertificated registered form, without interest coupons, or in bearer
form, with or without interest coupons. Warrants will be in book-entry form represented by a global
Warrant, in registered form or in uncertificated registered form

The aggregate principal amount, interest rate or interest calculation, issue price, denomination, maturity
date and other terms and conditions with respect to a Series of Notes, to the extent not contained in this
Base Prospectus, will be set forth in the applicable Final Terms. Notes may be redeemable at par or at
such other redemption amount as is set out in the relevant Final Terms or by the delivery of securities or
other property. If so specified in the relevant Final Terms, Notes may be redeemed prior to their stated
maturity at the option of the Issuer and/or the Noteholders in such circumstances and at such redemption
amount as set out in the relevant Final Terms. The Issuer has the option to redeem Notes early for
taxation reasons. Early redemption may reduce the return on investment provided by a Note compared to
the return that would have been achieved had the Note been redeemed at maturity.

If the Calculation Agent determines that the Issuer's performance of obligations under any Notes and/or
Warrants has become unlawful or impractical in whole or in part for any reason, the Issuer may redeem or
cancel such Notes and/or Warrants and, subject to the relevant Final Terms, pay the holders of such Notes
and/or Warrants an amount equal to the fair market value of such Notes and/or Warrants notwithstanding
such illegality less the cost to the Issuer of unwinding any related hedging arrangements, all as
determined by the Issuer and/or the Calculation Agent (as applicable) in its sole and absolute discretion.

The aggregate amount, type, style, issue price, currency, expiry date and other terms and conditions with
respect to a Series of Warrants, to the extent not contained in this Base Prospectus, will be set forth in the
applicable Final Terms. Warrants give the holder certain rights, including the right to receive a cash
amount from the Issuer or the right to receive delivery of securities or other property against payment of a
specified sum. Warrants create options exercisable by the Warrantholder, but there is no obligation upon
such Warrantholder to exercise his Warrant or any obligation upon the Issuer to pay any amount in
respect of unexercised Warrants.

Notes and Warrants issued under the Programme will be unsecured and unsubordinated obligations of the
Issuer. Events of default applicable to the Notes are limited to non-payment (subject to a grace period) of
principal or interest and winding-up of the Issuer. The Notes will not have the benefit of negative pledge
or cross-default provisions (in respect of events of default). There are no events of default applicable to
the Warrants.

Payments of principal and interest in respect of Notes will be made without deduction for or on account
of United Kingdom withholding taxes, except as required by law. Warrantholders will be liable for
and/or subject to any taxes, including withholding tax, payable in respect of the Warrants.

The Notes and Warrants permit the substitution of an affiliate of the Issuer as principal debtor in respect
of the Notes and Warrants.
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The terms and conditions of the Notes may be modified by resolution of Noteholders. Maodifications to
the terms and conditions of the Notes and the Warrants may be made without the consent of any
Noteholders or any Warrantholders, as the case may be, where the Issuer determines that the modification
is not materially prejudicial to the interests of the Noteholders or the Warrantholders, as the case may be,
or to correct an inconsistency with the termsheet relating to the relevant Notes or Warrants.

Notes and Warrants issued pursuant to the Programme may include:
1) Equity-Linked Notes and Warrants, which include:

@ Equity-Linked Notes and Cash Equity Notes;

(b) Index-Linked Notes; and

(c) Security Warrants, Security Basket Warrants, Index Warrants and Index Basket
Warrants;

2) Preference Share-Linked Notes;

©)) Market Access Notes and Warrants;

4 Commodity/Commaodity Index-Linked Notes;

(5) Interest Rate-Linked Notes and Warrants;

(6) Inflation Rate-Linked Notes and Warrants;

@) Currency-Linked Notes and Warrants; and

(8) Credit-Linked Notes.

In some cases, Notes and Warrants may carry the risk of a total or partial loss of principal.

There are legal restrictions on the offer, distribution or sale of Notes and Warrants in a number of
jurisdictions including the United Kingdom and the United States. Persons into whose possession the
Base Prospectus or any Notes or Warrants come must inform themselves about, and observe, any such
restrictions.

Application has been made to admit Notes and Warrants issued under the Programme to the Official List
of the UK Listing Authority and to trading on the Regulated Market of the London Stock Exchange.
However, Notes and Warrants may also be unlisted or admitted to listing, trading and/or quotation by
other stock exchanges, listing authorities and/or quotation systems as specified in the applicable Final
Terms. Whether or not any Notes and Warrants are admitted to listing, trading or quotation, there may be
no active trading market for the Notes or Warrants.

Unless otherwise specified in the applicable Final Terms, Notes and Warrants will be accepted for
clearing through one or more clearing systems, including CREST, DTC, Euroclear Bank and/or
Clearstream, Luxembourg. In relation to Notes and Warrants which are held through a clearing system,
investors will have to rely on such clearing system's procedures for transfer, payment and
communications with the Issuer, including the exercise of any Warrants.

In respect of Notes and Warrants issued under the Programme and unless otherwise specified in the
relevant Final Terms, the Dealer will be HSBC Bank plc and the CREST Registrar will be Computershare
Investor Services plc. The Calculation Agent will be HSBC Bank plc or HSBC France (as specified in
the relevant Final Terms). The Principal Paying Agent, the Principal Warrant Agent and the Registrar
will be HSBC Bank plc. In respect of Notes and Warrants issued in the United States under Rule 144A,
the Registrar and Transfer Agent will be HSBC Bank USA, N.A.

Upon request, certain documents relating to the Programme, the Notes and the Warrants will be available,

during usual business hours on any weekday, for inspection at the offices of the Issuer, the Paying Agents
and the Warrant Agents.
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RISK FACTORS

Prospective investors in the Notes or Warrants should read the entire Base Prospectus (including all
information incorporated by reference herein). This section describes the most significant risks which the
Issuer, as of the date of this Base Prospectus, considers to be the material risk factors of investing in the
Notes or Warrants. Each investor should carefully consider whether the Notes or Warrants, as described
herein, are suited to its particular circumstances before deciding to purchase any Notes or Warrants.
Words and expressions defined in the Conditions below or elsewhere in this Base Prospectus have the
same meanings in this section. Investing in the Notes or Warrants involves certain risks. Prospective
investors should consider the following principal risks in respect of the Notes and Warrants, which
should be read together with the risk factors relating to the Issuer incorporated by reference herein and
cross-reference in paragraph (1) (Risk factors relating to the Issuer) below.

(1) Risk factors relating to the Issuer

The risk factors set out under the sections entitled "Challenges and uncertainties" on pages 27 to 30 and
"Regulation and supervision" on pages 30 to 32 of the Annual Report and Accounts of the Issuer and its
subsidiary undertakings for the year ended 2011 are incorporated herein by reference.

(2) Risks relating to the Notes and Warrants generally

A wide range of Notes and Warrants may be issued under the Programme. The Issuer may issue
Warrants linked to, or Notes with principal and/or interest determined by reference to, one or more
variables such as an index or formula, changes in the prices of securities or commodities, movements in
currency exchange rates, movements in interest rates, movements in levels of indices, the credit of one or
more entities or other factors (each, a "Relevant Factor" and each underlying, commodity, currency or
other asset being a "Reference Asset" or, if it is comprised in a basket of assets, a "Reference Asset
Component™). A number of these Notes or Warrants may have features which contain particular risks
for prospective investors. Set out below is a description of some of the risks that should be taken into
consideration by prospective purchasers of Notes or Warrants.

The Notes and Warrants may not be ordinary debt securities

The terms of certain of the Notes and Warrants may differ from those of ordinary debt securities because
the Notes may not pay interest, the Warrants do not pay interest and, on maturity, depending on the
performance of the Reference Asset or Relevant Factor, as applicable, may return less than the amount
invested or nothing, or may return assets or securities of an issuer that is not affiliated with the Issuer, the
value of which is less than the amount invested. The price of the Notes and Warrants may fall in value as
rapidly as it may rise, and investors in the Notes and Warrants may potentially lose all of their
investment. Investors in Warrants will sustain a total loss of their investment if the Warrants expire out of
the money.

There may be no active trading market or secondary market liquidity for Notes or Warrants

Any Series of Notes or Warrants issued under the Programme will be new securities which may not be
widely distributed and for which there is no active trading market (even where, in the case of any
particular Tranche, such Tranche is to be consolidated with and form a single series with a Tranche which
is already issued). If the Notes or Warrants are traded after their initial issuance, they may trade at a
discount to their initial offering price, depending upon prevailing interest rates, the market for similar
securities, general economic conditions, commissions paid by the Issuer and the financial condition of the
Issuer. Although application has been made for Notes and Warrants issued under the Programme to be
admitted to the Official List of the UK Listing Authority and to trading on the Regulated Market of the
London Stock Exchange, there is no assurance that such application will be accepted, that any particular
Tranche of Notes or Warrants will be so admitted, that an active trading market will develop or that any
listing or admission to trading will be maintained. Accordingly, there is no assurance as to the
development or liquidity of any trading market for any particular Tranche of Notes or Warrants.

It is not possible to predict whether any trading market for the Notes or Warrants will develop or, if it
does, the price at which Notes or Warrants will trade in the secondary market or whether such market will
be liquid or illiquid. If any Notes or Warrants are not listed or traded on any exchange, pricing
information for the Notes or Warrants may be more difficult to obtain and the liquidity of the Notes or
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Warrants may be adversely affected. Also, to the extent that Notes are redeemed or purchased and
cancelled or Warrants are exercised or purchased and cancelled, the number of Notes or Warrants
outstanding will decrease, resulting in a lessening of the liquidity of the Notes or Warrants. A lessening
of the liquidity of the Notes or Warrants may cause, in turn, an increase in the volatility associated with
the price of the Notes or Warrants. To the extent that there is no liquid market in the Notes or Warrants,
an investor may have to wait until redemption of such Notes or until it is able to exercise such Warrants
in order to realise the value of its investment and, as such, an investor should proceed on the assumption
that they may have to bear the economic risk of an investment in the Notes or Warrants until their
maturity or exercise date.

The Issuer and any person directly or indirectly connected with the Issuer may, but is not obliged to, at
any time purchase Notes or Warrants at any price in the open market or otherwise. Such Notes or
Warrants may be held, reissued or, at the option of the Issuer, cancelled.

No ownership rights

An investment in Notes or Warrants relating to a Reference Asset or Reference Asset Component is not
the same as an investment in the Reference Asset or any Reference Asset Component and does not (prior
to settlement of any exchange of Notes for the Reference Asset, where applicable) confer any legal or
beneficial interest whether by way of security or otherwise in the Reference Asset or any Reference Asset
Component or any voting rights, rights to receive dividends or other rights that a holder of a Reference
Asset or any Reference Asset Component may have. Accordingly, investors in such Notes and Warrants
will be exposed to the credit risk of the Issuer as well as to such Reference Asset or Reference Asset
Component.

The Notes are unsubordinated and unsecured obligations of the Issuer.
Certain considerations regarding hedging

Prospective purchasers intending to purchase Notes or Warrants to hedge against the market risk
associated with investing in a Reference Asset should recognise the complexities of utilising Notes or
Warrants in this manner. For example, the value of the Notes or Warrants may not exactly correlate with
the value of the Reference Asset to which they relate. Due to fluctuating supply and demand for the
Notes or Warrants, there is no assurance that their value will correlate with movements of the Reference
Asset. For these reasons, among others, it may not be possible to purchase or liquidate assets in a
portfolio at the prices used to calculate the value of any relevant Reference Asset.

Potential conflicts of interest

The Issuer or affiliates of the Issuer may from time to time advise the issuers of or obligors in respect of
Reference Assets regarding transactions to be entered into by them, or engage in transactions involving
Reference Assets or Reference Asset Components for their proprietary accounts and for other accounts
under their management. Any such transactions may have a positive or negative effect on the value of
such Reference Assets or Reference Asset Components and therefore on the value of any Notes or
Warrants to which they relate. Certain affiliates of the Issuer will also be the counterparty to the hedge of
the Issuer's obligations under an issue of Notes or Warrants or may be the Calculation Agent responsible
for making determinations and calculations in connection with the Notes or Warrants. Accordingly,
certain conflicts of interest may arise both among the Issuer or these affiliates and between the interests of
the Issuer or these affiliates and the interests of holders of Notes or Warrants.

Credit risk

Notwithstanding any reference to any Notes or Warrants being principal protected, and regardless of
whether or not a Note or Warrant is linked to a Reference Asset or Relevant Factor, purchasers or
investors in the Notes or Warrants bear the risk that the Issuer is not able to meet its obligations created
by the issuance of Notes or Warrants. Any rating of the Issuer reflects the independent opinion of the
relevant rating agency and is not a guarantee of the Issuer's credit quality.

Value of Baskets

The value of a basket of Reference Assets and/or Relevant Factors to which any Notes or Warrants relate
may be affected by the number of Reference Assets or Relevant Factors included in such basket.
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Generally, the value of a basket that includes Reference Assets from a number of companies or obligors
or other components or which gives relatively equal weight to each Reference Asset will be less affected
by changes in the value of any particular Reference Asset included therein than a basket that includes
fewer Reference Assets and/or Relevant Factors or that gives greater weight to some Reference Assets
and/or Relevant Factors. In addition, if the Reference Assets and/or Relevant Factors included in a basket
are all in or relate to a particular industry, the value of such a basket will be more affected by the
economic, financial and other factors affecting that industry than if the Reference Assets or Relevant
Factors included in the basket relate to various industries that are affected by different economic,
financial or other factors or are affected by such factors in different ways.

The volatility of the Reference Assets or Relevant Factors

If the volatility of Reference Assets or Relevant Factors increases, the trading value of a Note or Warrant
which relates to such Reference Asset or Relevant Factor is expected to increase; if the volatility
decreases, the trading value of a Note or Warrant is expected to decrease.

Taxation in relation to the Notes and Warrants

Transactions involving Notes or Warrants may have tax consequences for potential purchasers which may
depend, amongst other things, upon the status of the potential purchaser and laws relating to transfer and
registration taxes. Stamp duty, stamp duty reserve tax and/or similar transfer taxes may be payable on
any transfer or agreement to transfer assets in cases where obligations of the Issuer under the Notes or
Warrants are physically settled.

Payments on the Notes and Warrants may be subject to U.S. withholding under FATCA

The Issuer and other financial institutions through which payments on the Notes and Warrants are made
may be required to withhold at a rate of up to 30 per cent. on all, or a portion of, payments made after 31
December 2016 in respect of any Notes and Warrants which are issued (or materially modified) after 1
January 2013 or that are treated as equity for U.S. federal tax purposes whenever issued, pursuant to
Sections 1471 through 1474 of the U.S. Internal Revenue Code (commonly referred to as "FATCA").

The Issuer is a foreign financial institution ("FFI") for the purposes of FATCA. If the Issuer becomes
obliged to provide certain information on its account holders pursuant to a FATCA agreement with the
U.S. Internal Revenue Service ("IRS") (i.e. the Issuer is a "Participating FFI") then withholding may be
triggered if: (i) the Issuer has a positive "passthru payment percentage” (as determined under FATCA),
and (ii) (a) an investor does not provide information sufficient for the relevant Participating FFI to
determine whether the investor is a U.S. person or should otherwise be treated as holding a "United States
Account” of the Issuer, (b) an investor does not consent, where necessary, to have its information
disclosed to the IRS or (c) any FFI that is an investor, or through which payment on the Notes and
Warrants is made, is not a Participating FFI. An investor that is withheld upon generally will be able to
obtain a refund only to the extent an applicable income tax treaty with the United States entitles such
institution to a reduced rate of tax on the payment that was subject to withholding under these rules,
provided the required information is furnished in a timely manner to the IRS. The United Kingdom has
announced its intention to enter into intergovernmental reciprocal information gathering and sharing
agreements with the IRS. It is possible that, in certain circumstances, withholding may be required under
any legislation implementing such an intergovernmental approach to FATCA.

The application of FATCA to interest, principal or other amounts paid with respect to the Notes and
Warrants is not clear. If an amount in respect of FATCA or as required under an intergovernmental
approach to FATCA were to be deducted or withheld from interest, principal or other payments on the
Notes and Warrants, the Issuer will have no obligation to pay additional amounts or otherwise indemnify
a holder for any such withholding or deduction by the Issuer, a Paying Agent or any other party, to any
person where such person (other than where such person is acting as an agent of the Issuer) is not entitled
to receive payments free of such withholding. As a result, investors may, if FATCA is implemented as
currently proposed by the IRS or in consequence of the implementation of an intergovernmental
approach, receive less interest or principal than expected. If the Issuer becomes a Participating FFI, the
determination of whether FATCA withholding may be imposed will depend on the status of each
recipient of payments between the Issuer and investors. The Issuer does not expect in practice that
payments made either by it or by its Paying Agents in relation to Notes and Warrants held in clearing
systems will be subject to FATCA withholding as it is expected that the Paying Agents and the relevant
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clearing systems will be Participating FFIs to the extent necessary to avoid being subject to FATCA
withholding. However, it is possible that other parties may be required to withhold on payments on
account of FATCA as set out above.

The discussion in relation to the FATCA rules above is based on proposed regulations and preliminary
guidance.

Fluctuations in the value of the Reference Asset

Fluctuations in the price, value and/or level of Reference Assets and Relevant Factors will affect the value
of Notes and Warrants. Also, due to the character of the particular markets on which Reference Assets
may be traded, the absence of last sale information and the limited availability of quotations for such
Reference Assets may make it difficult for many investors to obtain timely, accurate data for the price or
yield of such Reference Assets. Purchasers of Notes or Warrants risk losing their entire investment if the
value of the relevant underlying basis of reference does not move in the anticipated direction.

Capital risks relating to Notes and Warrants

Unless the relevant Series of Notes is principal protected, the repayment of any amount invested in Notes
or Warrants and any return on investment is variable and not guaranteed. The performance of the
investment depends on the value of a Reference Asset throughout the term of the Notes or Warrants. The
value of the Reference Assets can alter sharply because it reflects the performance of the constituent
underlying assets which make up an index or the performance of individual underlying assets and general
stock and other market conditions.

The main risks involved in capital-at-risk products are as follows:
0] the investors' capital can fall below the amount initially invested; and

(ii) the rate of return on the capital that investors receive depends on specific conditions being met
and it is possible that no return may be provided to investors. Professionals may not be able to
accurately judge whether there will be a return.

Unlike a savings account or similar investment with a low return and little or no capital risk, Notes and
Warrants issued under the Programme may potentially have a greater return but there is a greater risk of
loss of capital.

Exchange rate risks and exchange controls

The Issuer will pay amounts in respect of the Notes and Warrants in the Specified Currency (as referred
to in the applicable Final Terms). This presents certain risks relating to currency conversions if an
investor's financial activities are denominated principally in a currency or currency unit (the "Investor's
Currency") other than the Specified Currency. These include the risk that exchange rates may
significantly change (including changes due to devaluation of the Specified Currency or revaluation of the
Investor's Currency) and the risk that authorities with jurisdiction over the Investor's Currency may
impose or modify exchange controls. An appreciation in the value of the Investor's Currency relative to
the Specified Currency would decrease (i) the Investor's Currency equivalent yield on the Notes or
Warrants, (ii) the Investor's Currency equivalent value of the principal or amounts payable on the Notes
and Warrants and (iii) the Investor's Currency equivalent market value of the Notes and Warrants.

Government and monetary authorities may impose (as some have done in the past) exchange controls that
could adversely affect an applicable exchange rate. As a result, investors may receive less interest,
principal or other payment than expected, or no interest or principal or other payment

Clearing systems

Because any Temporary or Permanent Global Note (as defined below), any Unrestricted Registered Note
and any Regulation S Global Registered Note, the Global Warrants and any Unrestricted Global
Registered Warrant and, if so provided in the applicable Final Terms, any Rule 144A Global Registered
Note, any Restricted Global Registered Note, any Combined Global Registered Note, any Restricted
Global Registered Warrant or any Combined Global Registered Warrant may be held by or on behalf of
Euroclear and Clearstream, Luxembourg, and, in the case of a Rule 144A Global Registered Note, a

UK-3041282-v12 - A-15 - 70-40514093



Part A — Product Supplement for Notes Generally — Risk Factors

Restricted Global Registered Note or a Restricted Global Registered Warrant, unless otherwise provided
in the applicable Final Terms, DTC, investors will have to rely on their procedures for transfer, payment
and communication with the Issuer to receive payments under the Notes and Warrants, including in the
case of Warrants for exercise of the Warrants.

Notes and Warrants under the Programme may be issued as Uncertificated Registered Notes or
Uncertificated Registered Warrants. CREST will maintain records of the interests in such Notes and
Warrants and Investors will be able to trade their interests only through CREST. Title to such Notes and
Warrants will pass upon registration of the transfer in the Operator register of corporate securities. All
transactions in relation to such Notes and Warrants (including any transfers) in the open market or
otherwise must be effected through an account at the Operator subject to and in accordance with the rules
and procedures for the time being of the Operator.

Bearer Notes issued under the Programme may be represented by one or more temporary global notes
(each, a "Temporary Global Note") or permanent global notes (each, a "Permanent Global Note").
Such Bearer Notes which are intended to be issued in NGN form, as specified in the relevant Final Terms,
will be delivered to a common safekeeper for Euroclear and/or Clearstream, Luxembourg (the "Common
Safekeeper") or such Global Notes which are not intended to be issued in NGN form, as specified in the
relevant Final Terms, will be deposited with a common depositary (as appropriate) for Euroclear and
Clearstream, Luxembourg.

Registered Notes issued under the Programme may be in the form of a Rule 144A Global Registered
Note, a Restricted Global Registered Note, an Unrestricted Global Registered Note, a Combined Global
Registered Note or a Regulation S Global Registered Note. Such Registered Notes which are intended to
be issued under the NSS, as specified in the relevant Final Terms, will be registered in the name of the
Common Safekeeper (or its nominee) and deposited with such Common Safekeeper on or about the
relevant issue date. Such Registered Notes which are not intended to be issued under the NSS, as
specified in the relevant Final Terms, will be deposited with a common depositary (as appropriate) for
Euroclear and Clearstream, Luxembourg and, in the case of a Rule 144A Global Registered Note or a
Restricted Global Registered Note, unless otherwise provided in the applicable Final Terms, will be
deposited with a custodian for and registered in the name of a nominee of DTC.

Except in the circumstances described in the relevant Bearer Note or Registered Note (the Bearer Notes
together with the Registered Notes, the "Global Notes"), investors will not be entitled to receive
definitive Notes. Euroclear, Clearstream, Luxembourg and DTC will maintain records of the interests in
the Global Notes. While the Notes are represented by one or more Global Notes, investors will be able to
trade their interests only through Euroclear, Clearstream, Luxembourg or DTC, as applicable. Warrants
will be represented at all times by a Global Warrant deposited with a common depositary for Euroclear
and Clearstream, Luxembourg. Definitive Warrants will not be issued. Euroclear and Clearstream,
Luxembourg will maintain records of the interests in the Global Warrants. While the Warrants are
represented by a Global Warrant, investors will be able to trade their interests only through Euroclear and
Clearstream, Luxembourg.

The Issuer shall discharge its payment obligations in respect of Uncertificated Registered Notes and
Uncertificated Registered Warrants by payment (as shown in the records of the Operator) to the cash
memorandum account of the relevant Noteholder or Warrantholder, as applicable.

A holder of an interest in a Global Note or Global Registered Warrant must rely on the procedures of
Euroclear, Clearstream Luxembourg or DTC, as the case may be, to receive payments under the relevant
Notes or Warrants. The Issuer has no responsibility or liability for the records relating to, or payments
made in respect of, interests in the Global Notes, Global Warrants or Global Registered Warrants.
Holders of interests in the Global Notes, Global Warrants or Global Registered Warrants will not have a
direct right to vote in respect of the relevant Notes or Warrants. Instead, such holders will be permitted to
act only to the extent that they are enabled by Euroclear, Clearstream, Luxembourg or DTC, as the case
may be, to appoint appropriate proxies.

Change of law

The Conditions of the Notes and of the Conditions of the Warrants are based on English law in effect as
at the date of this Base Prospectus. No assurance can be given as to the impact of any possible judicial
decision or change to English law or administrative practice after the date of this Base Prospectus.
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(3) Risks relating to the Notes
General

An investment in the Notes is speculative and entails substantial risks. Prospective Noteholders should
understand that in some instances they could suffer a partial or complete loss of their investment subject,
if applicable, to any minimum redemption amount specified in the relevant Final Terms. In the case of
Notes linked to a Relevant Factor or Relevant Factors and/or a Reference Asset or Reference Assets, any
investment return on a Note determined by reference to changes in the level of the Relevant Factor(s)
and/or the value of the Reference Asset(s), is subject to fluctuation and may be less than would be
received by investing in a conventional debt instrument. Changes in the level of the Relevant Factor(s)
and/or the value of the Reference Asset(s) cannot be predicted. If so provided in the relevant Final
Terms, the Notes may be subject to early redemption by reference to changes in the level of the Relevant
Factor(s) and/or the value of the Reference Asset(s). On redemption, the Notes may be redeemed in such
manner as the Final Terms provides or, in certain circumstances, may be exchanged for other securities.

Effect of general economic conditions on the Notes

The market for debt securities is influenced by economic and market conditions, interest rates, currency
exchange rates and inflation rates in Europe and other countries and areas. There can be no assurance that
events occurring elsewhere will not cause market volatility or that such volatility will not adversely affect
the price of Notes of that economic and market conditions will not have any other adverse effect.

Effect of interest rates on the Notes

Investors in Notes are exposed to the risk that subsequent changes in interest rates may adversely affect
the value of the Notes. Investments in the Notes may involve interest rate risk with respect to the
currency of denomination of the Reference Assets or Relevant Factors and/or the Notes. A variety of
factors influence interest rates such as macro economic, governmental, speculative and market sentiment
factors. Such fluctuations may have an impact on the value of the Notes at any time prior to valuation of
the Reference Assets or Relevant Factors relating to the Notes.

Effect of exchange rates on the Notes

Even where payments in respect of the Notes are not expressly linked to a rate or rates of exchange
between currencies, the value of the Notes could, in certain circumstances, be affected by such factors as
fluctuations in the rates of exchange between any currency in which any payment in respect of the Notes
is to be made and the currency of the Relevant Factor or in which the Reference Asset is traded,
appreciation or depreciation of any such currencies and any existing or future governmental or other
restrictions on the exchangeability of such currencies. There can be no assurance that rates of exchange
between any relevant currencies which are current rates at the date of issue of any Notes will be
representative of the relevant rates of exchange used in computing the value of the relevant Notes at any
time thereafter.

Notes linked to an index, formula or other underlying and multi-currency and Dual Currency Notes

The Issuer may issue Notes with principal or interest determined by reference to one or more Relevant
Factors or Reference Assets. In addition, the Issuer may issue Notes with principal or interest payable in
one or more currencies which may be different from the currency in which the Notes are denominated
("Dual Currency Notes™). Prospective investors should be aware that:

0] the market price of such Notes may be very volatile;
(ii) they may receive no interest;

(iii) payment of principal or interest may occur at a different time or in a different currency than
expected;

(iv) they may lose all or a substantial portion of their principal;

(v) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes
in interest rates, currencies or other indices;
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(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or
contains some other leverage factor, the effect of changes in the Relevant Factor on principal or
interest payable is likely to be magnified; and

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earlier the change in the
Relevant Factor, the greater the effect on yield.

Notes subject to optional redemption by the Issuer

The inclusion of an option for the Issuer to redeem any Note prior to their maturity is likely to limit its
market value. During any period when the Issuer may elect to redeem Notes, the market value of those
Notes generally will not rise substantially above the price at which they can be redeemed. This may also
be true prior to any redemption period.

The Issuer may be expected to redeem such Notes when its cost of borrowing is lower than the interest
rate on the Notes. At those times, an investor generally would not be able to reinvest the redemption
proceeds at an effective interest rate as high as the interest rate on the Notes being redeemed and may
only be able to do so at a significantly lower rate. Prospective investors should consider reinvestment risk
in light of other investments available at that time.

Notes issued at a substantial discount or premium

The market values of securities issued at a substantial discount or premium from their principal amount
tend to fluctuate more in relation to general changes in interest rates than do prices for conventional
interest-bearing securities. Generally, the longer the remaining term of the securities, the greater the price
volatility as compared to conventional interest-bearing securities with comparable maturities.

Notes may be redeemed prior to maturity

Unless in the case of any particular Tranche of Notes the relevant Final Terms specify otherwise, in the
event that the Issuer would be obliged to increase the amounts payable in respect of any Tranche of Notes
due to any withholding or deduction for or on account of, any present or future taxes, duties, assessments
or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or on
behalf of the United Kingdom or any political subdivision thereof or any authority therein or thereof
having power to tax, the Issuer may redeem all outstanding Notes of such Tranche in accordance with the
Conditions of the Notes. The amount payable by the Issuer in such circumstances may be less than the
amount invested in the Notes or what would have been received under the Notes if the Notes had not been
so redeemed. The Noteholders may not benefit from any appreciation in value of the Reference Asset(s)
that may occur following such redemption.

In addition, if in the case of any particular Tranche of Notes the relevant Final Terms specify that the
Notes are redeemable at the Issuer's option in other circumstances, the Issuer may choose to redeem the
Notes at times when prevailing interest rates may be relatively low. In such circumstances an investor
may not be able to reinvest the redemption proceeds in a comparable security at an effective interest rate
as high as that of the relevant Notes.

Notes with multiple Denominations

Where the Notes of a Series issued under the Programme are specified as having a denomination
consisting of a minimum specified denomination plus a higher integral multiple of another smaller
amount, it is possible that such Notes may be traded in the clearing systems in amounts in excess of the
minimum specified denomination that are not integral multiples of the minimum specified denomination.
In such a case, should definitive Notes be required to be issued, Noteholders who, as result of trading
such amounts, hold a principal amount that is less than the minimum specified denomination may not
receive a definitive Note in respect of such holdings and would need to purchase a principal amount of
Notes such that their holding amounts to, or is an integral multiple of, the minimum specified
denomination.
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Modification, waiver and substitution

The Conditions of the Notes contain provisions for calling meetings of Noteholders to consider matters
affecting their interests generally. These provisions permit defined majorities to bind all Noteholders
including Noteholders who did not attend and vote at the relevant meeting and Noteholders who voted in
a manner contrary to the majority.

In addition, modification to the terms and conditions of the Notes or the Warrants may be made without
the consent of any Noteholders or Warrantholders, as the case may be, where the Issuer determines that
the modification is not materially prejudicial to the interests of the Noteholders or the Warrantholders, as
the case may be, and also in circumstances where the terms and conditions are inconsistent with the
termsheet relating to the relevant Notes and Warrants.

The Notes and the Warrants permit the substitution of an affiliate of the Issuer as principal debtor in
respect of the Notes and the Warrants, subject to a guarantee of the Issuer.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest at a rate that the Issuer may elect to convert from a fixed rate
to a floating rate, or from a floating rate to a fixed rate. The Issuer's ability to convert the interest rate will
affect the secondary market and the market value of the Notes since the Issuer may be expected to convert
the rate when it is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed
rate to a floating rate, the spread on the Fixed/Floating Rate Notes may be less favourable than then
prevailing spreads on comparable Floating Rate Notes tied to the same reference rate. In addition, the
new floating rate at any time may be lower than the rates on other notes. If the Issuer converts from a
floating rate to a fixed rate, the fixed rate may be lower than then prevailing rates on its Notes.

Methodology

The Calculation Agent will make all determinations and calculations required of it in accordance with the
terms of the relevant Series. Any determination or calculation made by the Calculation Agent in relation
to the relevant Series will, unless specified otherwise, be made in good faith in its sole and absolute
discretion and will be conclusive and binding on all parties, except in the case of manifest error.

If market, regulatory, judicial or fiscal circumstances or, without limitation, any other circumstances arise
that would, in the determination of the Calculation Agent, necessitate a modification or change to such
methodology, then the Calculation Agent may make such changes as it considers appropriate to deal with
the circumstances.

Other factors

Transactions involving the Notes may have tax consequences for potential purchasers which may depend,
amongst other things, upon the status of the potential purchaser and laws relating to transfer and
registration taxes.

Calculation Agent's discretion

Calculation of the interest payments (if applicable) and/or redemption amount at scheduled maturity, as
appropriate, may be by reference to certain specified screen rates, or if any such rate is not displayed at
the relevant time a rate determined by the Calculation Agent in its sole and absolute discretion. The
Notes may be redeemable prior to their scheduled maturity in certain circumstances at an amount
determined by the Calculation Agent which may be less than their nominal amount.

Fees

In connection with the placement and distribution of any Notes, the Issuer may pay to distributors of the
Notes (which may include affiliates of the Issuer) such commissions or fees as such parties may agree
(including in the form of a discount to the purchase price of such Notes).
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(4) Risks relating to the Warrants
Certain factors affecting the value and trading price of Warrants

The Cash Settlement Amount (in the case of cash-settled Warrants) or the difference in value of the
Physical Settlement amount and the Strike Price (the "Physical Settlement Value") at any time prior to
expiration is typically expected to be less than the trading price of such Warrants at that time. Any
difference between the trading price and the Cash Settlement Amount or Physical Settlement Value will
reflect, among other things, a "time value" for the Warrants. The "time value" of the Warrants will
depend partly upon the length of the period remaining to expiration and expectations concerning the value
of the Reference Asset or Relevant Factor to which the Warrant relates. Warrants offer hedging and
investment diversification opportunities but also pose some additional risks with regard to interim value.
The interim value of the Warrants varies with the price, value and/or level of the Reference Asset and the
Relevant Factor, as well as by a number of other interrelated factors, including those specified herein.

Before acquiring, exercising or selling Warrants, Holders should carefully consider, among other things,
(i) the trading price of the Warrants, (ii) the value and volatility of the Reference Asset and the Relevant
Factor, (iii) the time remaining to expiration, (iv) in the case of cash-settled securities the probable range
of Cash Settlement Amounts, (v) any change(s) in interim interest rates and dividend yields, (vi) any
change(s) in currency exchange rates, (vii) the depth of the market or liquidity of the Reference Asset and
the Relevant Factor and (viii) any related transaction costs.

Variation of settlement

The Issuer may, if specified in the applicable Final Terms, vary the settlement in respect of a particular
Series of Warrants and thereby at its sole and absolute discretion elect not to pay the relevant Holders the
Cash Settlement Amount or to deliver or procure delivery of the Physical Settlement Amount to the
relevant Holders, as the case may be, and, in lieu thereof, deliver or procure delivery of the Physical
Settlement Amount or make payment of the Cash Settlement Amount on the Settlement Date to the
relevant Holders.

Limitations on exercise

If so indicated in the applicable Final Terms, a Holder must tender a specified minimum number of
Warrants and integral multiples of Warrants thereafter at any one time in order to exercise. Thus, Holders
with fewer than the specified minimum number of Warrants or specified multiples thereof will either have
to sell their Warrants or purchase additional Warrants, incurring transaction costs in each case, in order to
realise their investment. Furthermore, Holders of such Warrants incur the risk that there may be
differences between the trading price of such Warrants and the Cash Settlement Amount or the Physical
Settlement Value (in the case of Physical Settlement Warrants) of such Warrants.

If specified in the applicable Final Terms, Warrants which are Physical Settlement Warrants may only be
exercised in such amounts as will ensure that the number of relevant Reference Assets to be delivered is
equal to an integral multiple of the minimum allowed trading amount of the relevant Reference Asset on
the relevant stock exchange as from time to time specified by such stock exchange or other market in
which the Reference Asset is traded (the "Minimum Trading Amount”). Where the exercise of a
holding of Physical Settlement Warrants would not result in the purchase of a number of relevant
Reference Assets equal to an integral multiple of the relevant Minimum Trading Amount, the Holder will
receive the maximum number of relevant Reference Assets equivalent to the maximum integral multiple
of the Minimum Trading Amount and may be entitled to a payment in lieu at the option of the Issuer,
determined in the sole and absolute discretion of the Issuer, in respect of the remaining Reference Assets
unless any such payment is of a de minimis amount, in which case, Holders shall not receive anything in
respect of the remaining Warrants. Holders will, therefore, either have to sell their Warrants or purchase
additional Warrants, incurring transaction costs in each case, in order to realise their investment.

Time lag after exercise

Unless otherwise specified in the Final Terms, in the case of any exercise of Warrants, there will be a
time lag between the time a Holder gives instructions to exercise and the time the applicable Cash
Settlement Amount or the deliverable Reference Assets relating to such exercise is determined. Any such
delay between the time of exercise and the determination of the Cash Settlement Amount or the
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deliverable Reference Assets, as the case may be, will be specified in the applicable Final Terms or
Conditions of the Warrants. However, such delay could be significantly longer, particularly in the case of
a delay in exercise of Warrants arising from any daily maximum exercise limitation, or following the
imposition of any exchange controls, other similar regulations affecting the ability to obtain or exchange
any relevant currency (or basket of currencies) or, if there is any Settlement Disruption Event on the
Valuation Date (as such terms are defined in the Conditions of the Warrants). The applicable Settlement
Price or the value of the deliverable Reference Assets may change significantly during any such period
and such movement or movements could decrease the Settlement Price or the value of the deliverable
Reference Assets in respect of the Warrants being exercised and, may result in such Settlement Price or
the value of the deliverable Reference Assets being zero.

The time remaining to the expiration of Warrants

As the time remaining to the expiration of the Warrants decreases, the trading value of a Warrant is
expected to decrease.

Dividend rates

If the dividend or other income rates on the Reference Assets increase, the trading value of a Put Warrant
is expected to increase and the trading value of a Call Warrant is expected to decrease. Increased
dividend rates may, however, positively affect the value of the Reference Assets and the trading value of
a Put Warrant could then be expected to decrease and the trading value of a Call Warrant could then be
expected to increase. If such dividend rates or other income decrease, the trading value of a Put Warrant
is expected to decrease and the trading value of a Call Warrant is expected to increase. Decreased
dividend or other income rates may, however, adversely affect the value of the relevant Reference Assets,
and the trading value of a Put Warrant could then be expected to increase and the trading value of a Call
Warrant could then be expected to decrease.

(5) Risks relating to Equity/Index-Linked Notes and Warrants

This section must be read in conjunction with the sections of this Base Prospectus entitled "Risks relating
to the Notes and Warrants generally", "Risks relating to the Notes" and "Risks relating to the Warrants".

Warrants -  Similar risks and considerations as set out in this section "Risks relating to
Equity/Index-Linked Notes and Warrants" apply to Equity/Index-Linked Warrants and amounts payable
in relation thereto, and references herein to Equity/Index-Linked Notes shall be deemed to refer to
Equity/Index-Linked Warrants where the context so permits.

Information - No investigation has been made of the financial condition or creditworthiness of any issuer
of any Reference Asset(s) or Reference Asset Components in connection with the issue of any
Equity/Index-Linked Notes. Prospective investors in the Equity/Index-Linked Notes should obtain and
evaluate the same information concerning the Reference Asset(s), each Reference Asset Component and
each such issuer as they would if they were investing directly in the Reference Asset Components. In
addition, prospective investors should understand that the historical performance of the Reference
Asset(s) or any Reference Asset Component should not be viewed as predictive of future results.

Certain factors affecting value of Notes - The value of Equity/Index-Linked Notes prior to maturity is
expected to depend on a number of factors including the performance achieved by the Reference Asset(s)
until that time, interest rates, volatility and time to maturity. The price at which a holder will be able to
sell the Equity/Index-Linked Notes prior to maturity may be at a discount, which could be substantial,
from the principal balance thereof, based upon one or more of the factors described below. The factors
that will affect the trading value of the Equity/Index-Linked Notes interrelate in complex ways (for
example, one factor may offset an increase in the trading value of the Equity/Index-Linked Notes caused
by another factor). Factors that may be expected to impact the value of the Equity/Index-Linked Notes,
assuming other conditions remain constant, include:

Reference Asset value. The value of the Equity/Index-Linked Notes will depend substantially on
the value of the Reference Asset as such value is taken into account in determining, as the case
may be, any amount of interest, the redemption amount, whether the Equity/Index-Linked Notes
will be redeemed prior to scheduled maturity and/or in cash or by delivery of the Reference
Asset.  Fluctuations in the value of the Reference Asset may affect the value of the
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Equity/Index-Linked Notes as may expectations of fluctuation in value during the remaining
period to the Maturity Date or any earlier date for determining any price or value for the purposes
of determination the basis for redemption of the Equity/Index-Linked Notes. Political, economic
and other developments that affect the Reference Asset may also affect the value of the
Reference Asset.

Interest rates. The value of the Equity/Index-Linked Notes may be affected by changes in
interest rates. Rising interest rates may lower the value of the Reference Asset, and thus, the
value of the Equity/Index-Linked Notes while falling interest rates may increase the value of the
Reference Asset and thus, the value of the Equity/Index-Linked Notes. Changes in interest rates
may also affect the economy of a country in which the Reference Asset is traded, and which (for
the reasons discussed above) would affect the value of the Equity/Index-Linked Notes.

Volatility of the Reference Asset. If the size and frequency of market fluctuations in value of the
Reference Asset increase or decrease, the trading value of the Equity/Index-Linked Notes may be
adversely affected.

Time remaining to maturity. The Equity/Index-Linked Notes may trade at a value above that
which would be expected based on the level of interest rates and the value of the Reference
Asset. Any such difference will reflect a "time premium" resulting from expectations concerning
the Reference Asset during the period prior to the stated maturity of the Equity/Index-Linked
Notes. As the time remaining to the stated maturity of the Equity/Index-Linked Notes decreases,
this time premium may decrease, adversely affecting the value of the Equity/Index-Linked Notes.

Actions or omissions of the issuer of the securities, the sponsor of an index or other - In certain
circumstances, the actions or omissions of the issuer of securities to which the Equity/Index-Linked Notes
relate or for which the Equity/Index-Linked Notes are exchangeable, the sponsor of an index to which
Equity/Index-Linked Notes are linked or others outside the control of the Issuer, may adversely affect the
rights of the Noteholders and/or the value of the Equity/Index-Linked Notes, including actions that may
give rise to an adjustment to, or early redemption of, the Equity/Index-Linked Notes.

Hedging activities of the Issuer and affiliates - The Issuer or its affiliates may carry out hedging
activities related to the Equity/Index-Linked Notes, including purchasing the Reference Asset(s) and/or
Reference Asset Components, but will not be obliged to do so. Certain of the Issuer's affiliates may also
purchase and sell the Reference Asset(s) and/or Reference Asset Components on a regular basis as part of
their securities businesses. Any of these activities could potentially affect the value of the Reference
Asset(s) and, accordingly, the value of the Equity/Index-Linked Notes.

Disruption Event - If the Calculation Agent determines that a market disruption event has occurred, any
consequential postponement of or any alternative provisions for valuation provided in any
Equity/Index-Linked Notes may have an adverse effect on the value of such Notes.

Extraordinary Events and Additional Disruption Events - Prospective investors should note that
Extraordinary Events or Additional Disruption Events may occur in relation to the relevant
Equity/Index-Linked Notes in certain circumstances described in Condition 21 of the Base Prospectus. If
any Extraordinary Event or Additional Disruption Event occurs in relation to the relevant
Equity/Index-Linked Notes, the Issuer may, at its sole and absolute discretion, declare one or more
Valuation Dates and designate an Early Redemption Date and the Noteholders will receive an Early
Redemption Amount based on the determinations made by the Calculation Agent.

Upon the occurrence of such an early redemption prior to the originally scheduled Maturity Date of the
relevant Equity/Index-Linked Notes, Noteholders may suffer a loss of some or of all of their investment
and will forego any future appreciation in the relevant Reference Asset(s) that may occur following such
redemption.

Specific risk factors relating to Index-Linked Notes

In certain circumstances, certain adjustments may be made to the Index or Indices as more specifically
described in Condition 21(f), which may result in a loss to the Noteholders. Those may include:

0] the replacement of the relevant Index by a successor index if the relevant Index is not calculated
or announced by the relevant Index Sponsor or is replaced by a successor index;

UK-3041282-v12 - A-22 - 70-40514093



Part A — Product Supplement for Notes Generally — Risk Factors

(ii) the modification of the relevant Index by the relevant Index Sponsor which may have a material
effect on the Notes; and

(iii) the cancellation of the relevant Index by the relevant Index Sponsor which may result in either (A)
the termination of the relevant Notes upon payment of such amount as may be determined by the
Calculation Agent to be the fair market value of the Notes immediately prior to such redemption
or (B) the continuation of the Notes, in which case the Final Index Level in respect of the
applicable Valuation Date will be determined by the Calculation Agent in its sole and absolute
discretion.

HSBC Managed Indices - With respect to Index-Linked Notes linked to the performance of one or more
HSBC Managed Indices, investors should understand that in some instances such Notes may be
automatically redeemed prior to their scheduled maturity and exercise, respectively, if the performance of
the relevant HSBC Managed Indices triggers certain thresholds (as specified in the relevant Final Terms)
on any valuation date (as specified in the relevant Final Terms).

Calculation of HSBC Managed Indices / HSBC Bank plc as index sponsor - With respect to
Index-Linked Notes which are linked to one or more HSBC Managed Indices, investors should
understand that, although the Issuer is the sponsor of HSBC Managed Indices, such Indices are calculated
independently and the Issuer as sponsor will make determinations of the level of the HSBC Managed
Indices, and of any adjustments that need to be made to the HSBC Managed Indices, without considering
the interests of investors in the Index-Linked Notes.

Specific risk factors relating to Equity-Linked Notes

Value of the Reference Asset(s). Prospective purchasers or investors should be aware that an investment
in Equity-Linked Notes involves valuation risk as regards the relevant Reference Asset(s). The value of
Equity-Linked Notes will depend substantially on the value of the relevant Reference Asset(s) as such
value may be taken into account in determining any interest payments made in respect of Equity-Linked
Notes and/or the final redemption amount of such Equity-Linked Notes. Fluctuations in the value of the
relevant Reference Asset(s) may affect the value of Equity-Linked Notes as may expectations of
fluctuation in value during the remaining period to the date for determination of the final redemption
amount. The value of the relevant Reference Asset(s) may vary over time and may increase or decrease
by reference to a variety of factors which may include corporate actions, macro-economic factors and
speculation. The historical performance of the relevant Reference Asset(s) will not be an indication of
their future performance.

FX Rates. The value of the relevant Equity-Linked Notes may be affected by changes in foreign
exchange rates. For example, an appreciating USD relative to local currency may lower the value of the
relevant Equity-Linked Notes while a depreciating USD may increase the value of the relevant
Equity-Linked Notes.

Potential Adjustment Events - Prospective investors should note that a Potential Adjustment Event in
relation to the relevant Equity-Linked Notes, may occur in certain circumstances described in Condition
21 of the Base Prospectus. If a Potential Adjustment Event occurs in relation to the relevant
Equity-Linked Notes, the Calculation Agent will make a corresponding adjustment, if any, to the relevant
formula for any interest payments and/or the Final Redemption Amount, the notional number of relevant
Reference Asset(s) to which each Equity-Linked Notes relates and/or any other adjustment to the
settlement and payment terms of the relevant Equity-Linked Notes as the Calculation Agent determines
appropriate and determine the effective times thereof.
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Specific risks relating to Equity-Linked Notes where Securities are Units in a Fund

General -  Similar risks and considerations as set out in this section "Risks relating to
Equity/Index-Linked Notes and Warrants" apply to Equity-Linked Notes where Securities are Units in a
Fund ("Fund-Linked Notes"). In addition to Merger Events, Nationalisation, Insolvency and Delisting,
prospective investors should note that Extraordinary Fund Events may occur in relation to the relevant
Fund-Linked Notes described in Condition 21 of the Base Prospectus, which, among other things, may
include:

(i) breach by the relevant Fund of any applicable leverage restriction or any contractual restriction
binding on or affecting the Fund or any of its assets;

(ii) resignation, termination or replacement of the Fund Adviser;

(iii) any change or modification of the Fund Documents that could reasonably be expected to affect
the value of the Units or the rights or remedies of any holders thereof from those prevailing on
the Issue Date;

(iv) any breach of any strategy or investment guidelines stated in the Fund Documents that is
reasonably likely to affect the value of the Units or the rights or remedies of any holders thereof;

v) cancellation, suspension or revocation of the registration or approval of the Units or the Fund by
any governmental, legal or regulatory entity with authority over the Units or the Fund;

(vi) any change in the legal, tax, accounting or regulatory treatments of the Fund or the Fund Adviser
that is reasonably likely to have an adverse impact on the value of the Units or on any investor
therein; or

(vii) the relevant Fund becoming subject to any investigation, proceeding or litigation by any relevant
governmental, legal or regulatory authority involving the alleged breach of applicable law for any
activities relating to or resulting from the operation of the Fund.

Following the occurrence of an Extraordinary Fund Event, the Calculation Agent may make certain
adjustments or substitutions for the Affected Units as the Calculation Agent may determine in its sole and
absolute discretion, or the Calculation Agent may determine in its sole and absolute discretion that the
relevant Notes shall be terminated upon payment to the Noteholders of such an amount as in the opinion
of the Calculation Agent is fair in the circumstances, each of which may result in a loss to the
Noteholders.

ETFs — Prospective investors in the Notes and/or Warrants which are linked to ETFs should note that
there may be particular investment considerations and risk factors set out in the offering documentation
relating to such ETFs and are advised to read and consider such offering documentation in making an
investment decision to invest in such Notes and/or Warrants. Such information is not incorporated by
reference and does not form part of this Base Prospectus.

(6) Risks relating to Preference Share-Linked Notes

This section must be read in conjunction with the sections of this Base Prospectus entitled "Risks relating
to the Notes and Warrants generally”, "Risks relating to the Notes" and "Risks relating to
Equity/Index-Linked Notes and Warrants" to the extent they relate to Equity-Linked Notes.

General — On redemption Preference Share Linked Notes will be redeemed by payment of an amount
determined by reference to the performance of the relevant preference shares, which depends on the
performance of the relevant underlying asset(s) or basis of reference to which the preference shares are
linked (the "Preference Share Underlying"). If the performance of the Preference Share Underlying is
negative, the performance of the preference shares will be negative and thus the value of the Preference
Share-Linked Notes will be adversely affected. Purchasers of Preference Share-Linked Notes risk losing
all or a part of their investment if the value of the preference shares does not move in the anticipated
direction If the value of the Preference Shares becomes zero, the value of the Preference
Share-Linked Notes will also become zero.
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Preference Share Underlying

The Preference Share Underlying may be a specified index or basket of indices, a specified share or
basket of shares, a specified currency or basket of currencies, a specified debt instrument or basket of debt
instruments, a specified commodity or basket of commodities, a specified fund share or unit or basket of
fund shares or units or such other underlying instruments, bases of reference or factors as may be
determined by the Preference Share Issuer and specified in the terms and conditions of the relevant series
of Preference Shares.

Credit Risk of Preference Share Issuer — Preference Share-Linked Notes are linked to the performance
of the relevant preference shares issued by the Preference Share Issuer. Investors bear the Preference
Share Issuer risk. The value of the Preference Share-Linked Notes is dependent not only on the value of
the preference share, but also on the creditworthiness of the Preference Share Issuer, which may vary over
the term of the Preference Share-Linked Notes. The Preference Share Issuer is not an operating company.
Its sole business activity is the issue of redeemable preference shares. The Preference Share Issuer does
not have any trading assets and does not generate any significant net income. As its funds are limited any
misappropriation of funds or other fraudulent action by the Preference Share Issuer or person acting on its
behalf would have a significant effect on the value of the preference shares and will affect the value of the
Preference Share-Linked Notes.

Potential conflicts of interest

HSBC Bank plc is the Issuer and HSBC France is the Calculation Agent in respect of Preference
Share-Linked Notes and also acts as calculation agent in respect of the Preference Shares (the
"Preference Share Calculation Agent”). HSBC Bank plc and HSBC France are both members of the
HSBC group of companies. As a result of this relationship, potential conflicts of interest may arise for
HSBC Bank plc and HSBC France in acting in their respective capacities. Subject to any relevant
regulatory obligations, the Issuer and the Preference Share Calculation Agent owe no duty or
responsibility to any Noteholder to avoid any conflict or to act in the interests of any Noteholder. The
Preference Share Issuer may also rely on other HSBC entities (including the Preference Share Calculation
Agent) or other service providers to perform its operational requirements. In the event any relevant
HSBC entities or other service providers fail to perform any obligations, this may adversely affect the
value of the Preference Shares and potentially the amounts payable under the Notes.

In addition to providing calculation agency services to the Preference Share Issuer, HSBC France or any
of its affiliates may perform further or alternative roles relating to the Preference Share Issuer and any
series of Preference Shares including, but not limited to, being involved in arrangements relating to any
Preference Share Underlying (for example as a calculation agent). Further, HSBC France or any of its
affiliates (including HSBC Bank plc) may contract with the Preference Share Issuer and/or enter into
transactions, including hedging transactions, which relate to the Preference Share Issuer, the Preference
Shares or any Preference Share Underlying and as a result HSBC France may face a conflict between its
obligations as Preference Share Calculation Agent and its and/or its affiliates' interests in other capacities.

(7) Risks relating to Market Access Securities

This section must be read in conjunction with the sections of this Base Prospectus entitled "Risks relating
to the Notes and Warrants generally", "Risks relating to the Notes", "Risks relating to the Warrants" and
"Risks relating to Equity/Index-Linked Notes and Warrants".

General - Market Access Securities are Notes and Warrants linked to one or more specific securities,
indices, funds or exchanged-traded funds ("ETFs") (each an "Underlying"). Market Access Securities
may include among others, PALMS, GAZELS, E-Z Notes, LAMAS, SPICEs and Saudi PALMS. MAWSs
may include, among others, LEPOS. An investment in Market Access Securities is speculative and
entails substantially higher risks than associated with a similar investment in fixed or floating rate
securities, including the risk of partial or total loss of their investment, subject, in respect of the MANs
only, to a minimum amount of 0.03 per cent. of the principal amount of the MANs being payable if the
MANSs are redeemed at scheduled maturity.

If so provided in the relevant Final Terms, the Market Access Securities may be subject to early

redemption, exercise or expiration, as applicable, by reference to changes in value of the Underlying(s).
On redemption, exercise or expiration, as applicable, the Market Access Securities may be valued in such
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manner as the Final Terms provides. Whenever MANSs are redeemed, the value may be less than the
nominal amount.

lliquidity of the Market Access Securities

No assurance is given as to the availability of a secondary market in the Market Access Securities or
investments referencing the Underlying(s). The Issuer and/or Dealer may purchase Market Access
Securities in the secondary trading market but is under no obligation to do so and the price at which it
may do so will depend upon, among other things, the liquidity and prevailing market price or level of
each Underlying, each Underlying Currency and the Settlement Currency, and the risks referred to herein.
If a secondary market does develop, there can be no assurance that a holder of Market Access Securities
(a "MAS Holder") will be provided with liquidity of investment or that it will continue throughout the
life of the Market Access Securities. Notwithstanding the foregoing, the Issuer may issue Market Access
Securities which provide for certain circumstances where the Issuer and/or Dealer may buy-back such
Market Access Securities from the MAS Holders.

Risks relating to the Underlying(s)

A MAS Holder will be subject to all the market risks of investment in the Underlying(s) as though such
MAS Holder were in the position of a bank incorporated in the United Kingdom or relevant Affiliate of
such bank holding each Underlying or interest in each Underlying, including without limitation the effects
of market movements, execution and liquidity risk and the cost of settlement risk, each translated into the
Settlement Currency at rates to be determined by the Calculation Agent.

Settlement of any underlying hedge entered into by the Issuer

Although the Market Access Securities are freely transferable and there may be provision for the Issuer to
buy-back such Market Access Securities, a MAS Holder may not be able to sell such Market Access
Securities to the Issuer pursuant to the buy-back provisions until the purchase or sale of any underlying
hedge has settled.

Indefinite postponement of the Maturity Date or Settlement Date

The Underlying(s) may reference one or more Underlying Currencies, which may become subject to
conversion and/or transfer restrictions. If such restrictions were to be imposed or changed, the effect may
be the indefinite postponement of the Maturity Date (in the case of MANS) or Expiration Date (in the case
of MAWSs), suspension of the right of exercise (in the case of MAWS) and/or, in the case of the sale of
Market Access Securities to the Issuer/Dealer, the settlement date thereof.

Emerging market risk

Due to the special risks associated with investing in emerging markets, Market Access Securities which
are linked to Underlying(s) in an emerging market should be considered highly risky. Economies in
emerging markets generally are heavily dependent upon international trade and, accordingly, may be
affected adversely by trade barriers, foreign exchange controls (including taxes), managed adjustments in
relative currency values and other protectionist measures imposed or negotiated by the countries with
which they trade. These economies may also be affected adversely by their economic, financial, military
and political conditions and the supply and demand for the Underlying(s) in the global markets. In
addition, political instability including as a result of armed conflict or of acts of terrorism could have an
adverse effect on an Underlying Company's operations or on the market value or level of the
Underlying(s) and as a result on the value of the Market Access Securities.

Country-specific risks relating to Market Access Securities

This section highlights some of the risks of an investment in Market Access Securities that are linked to
Underlyings in a particular country. Prospective investors should note that if the Market Access
Securities are linked to Underlyings in one or more of the following countries, the additional
country-specific risk factors for each of the relevant countries will be relevant when considering whether
to invest in such Market Access Securities.
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Australia

The Market Access Securities reflect the risks of a direct investment in Australian equities, Australian
debt or an index which references Australian equities, as the case may be, by an investor outside Australia
("Foreign Investor outside Australia") who is subject to the same securities laws and rules and
regulations of any securities regulators, exchanges and self-regulating organisations as apply to the Issuer
and/or its Affiliates had the Issuer and/or its Affiliates held the securities. Some, but not all, of these risks
are described in the sections below.

Market Access

Foreign Investors outside Australia can generally invest directly in Australian equities. Foreign
investment in Australia is regulated principally under Commonwealth legislation, including the Foreign
Acquisitions and Takeovers Act 1975 of Australia ("FATA") and by the Australian Federal Government's
Foreign Investment Policy ("Policy™). The following is a very general summary of the requirements of
FATA and the Policy and does not purport to be exhaustive, nor to give legal advice. The Policy is set
out at the Foreign Investment Review Board's ("FIRB™) web site - www.firb.gov.au (Details of such
website and its contents are provided for information only. The contents of the website are not
incorporated in, nor form part of, this Base Prospectus). The Policy is amended from time to time and the
web site should be consulted as the primary reference source for the Policy. The Policy is designed to
assist Foreign Investors outside Australia in determining whether their proposals comply with the
approach of the Australian Federal Government ("Australian Government") in specific industry sectors.
The Policy has no legislative force, but adherence to its requirements is achieved in practice by a number
of means, including by refusal to grant necessary ministerial or other approvals under other legislation
and by the prospect of on-going resistance from the Australian Government to the relevant investor,
including the likelihood that future applications under FATA might be refused. The Australian Federal
Treasurer ("Treasurer”) is ultimately responsible for all decisions relating to foreign investment and
administration of the Policy. The Treasurer is advised and assisted by FIRB which administers FATA in
accordance with the Policy.

Under FATA, the Treasurer may prohibit a proposed acquisition of shares in an Australian corporation, or
interests in assets of an Australian business, where the result of the acquisition would be that a foreign
person, together with their associates, would have an interest of at least 15 per cent. of the issued shares in
the corporation or interests in assets of an Australian business, or two or more foreign persons (together
with the associates of each of them) would in aggregate have an interest of at least 40 per cent. of the
issued shares in the corporation or interests in assets of the Australian business. Furthermore, if such an
acquisition has already occurred, the Treasurer may order the person who acquired the shares or interests
in the assets to dispose of them to an approved person. The concepts of acquisition, interest, associate
and foreign person are widely defined in FATA. Certain proposed investments by foreign persons require
prior approval of the Treasurer and are required to be notified. Because FATA contains detailed tracing
provisions, it is not possible to avoid the operation of the rules by interposing a group company or other
entity in the transaction structure.

Under the FATA and Policy, there are special requirements with respect to US investors and investors
with foreign government ownership, and with respect to investments in land-rich entities or entities in the
media, banking, aviation and telecommunications sectors. Foreign ownership of shares in Australian
companies may also be restricted under other Commonwealth or State legislation.

The investor in these Market Access Securities will be subjected to the effect of equivalent restrictions
and controls to those imposed on Foreign Investors outside Australia generally, as determined by the
Calculation Agent. These include potential delays or even non-receipt of funds on sale of the Market
Access Securities, taxes and charges generally levied on Foreign Investors outside Australia in buying
and selling equity and limitations on the importation and withdrawal of funds. Payments to MAS Holders
calculated by reference to the price of a disposal of Australian Underlyings will not be due unless or until
the proceeds of disposal would have been received by a Foreign Investor outside Australia.

If Foreign Investors outside Australia become unable to invest directly in or alternatively hold equities or
Foreign Investors outside Australia are not allowed to sell or receive proceeds from the sale of such
equities the Market Access Securities may, in the worst case, become worthless.

UK-3041282-v12 - A-27 - 70-40514093



Part A — Product Supplement for Notes Generally — Risk Factors

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from the lawful currency of the Commonwealth of Australia (the
"Australian dollar") into US dollars or may be calculated by reference to hedge positions that may be
denominated in Australian dollars and will be converted into US dollars. Prospective investors in the
Market Access Securities should also understand that amounts payable under the Market Access
Securities may be converted from one currency into another currency. Therefore, the Market Access
Securities are subject to the risks of any investment in foreign currencies, including the risk that the
general level of foreign currency exchange rates may decline. The following is a list of some of the
significant currency related risks associated with an investment in the Market Access Securities.

Historical performance of the Australian dollar and the US dollar does not indicate the future performance
of such currencies. It is impossible to predict whether the value of either currency will fall or rise during
the term of the Market Access Securities.

Trading levels of the Australian dollar and the US dollar will be influenced by political, economic,
financial, market and other factors. It is impossible to predict what effect these factors will have on the
value of either currency and thus, the return on the Market Access Securities.

The value of the Australian dollar and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in Australia and the United States. These
conditions include, for example, the overall growth and performance of the economies of the United
States and Australia, the trade and current account balance between the United States and Australia,
market interventions by the Federal Reserve Board of the United States or the Reserve Bank of Australia,
inflation, interest rate levels, the performance of the stock markets in the United States and Australia, the
stability of the United States' and Australia's governments and banking systems, wars in which the United
States and Australia are directly or indirectly involved or that occur anywhere in the world, major natural
disasters in the United States and Australia, and other foreseeable and unforeseeable events.

The Australian dollar is convertible into US dollars at freely floating rates. However, the Banking
(Foreign Exchange) Regulations promulgated under the Australian Banking Act and other regulations in
Australia restrict or prohibit payments, transactions and dealings with assets having a prescribed
connection with certain countries or named individuals or entities subject to international sanctions or
associated with terrorism. The Australian Department of Foreign Affairs and Trade maintains a list of all
persons and entities having a proscribed connection with terrorism which is available to the public at the
Department's website at http://www.dfat.gov.au/icat/UNSC_financial_sanctions.html (Details of such
website and its contents are provided for information only. The contents of the website are not
incorporated in, nor form part of, this Base Prospectus).

Dividend and coupon payments

To the extent that the Underlyings are shares, we set out below certain information relating to dividend
payments in connection with such Underlyings. Australian companies may pay dividends, as determined
by either the shareholders of the Australian company in general meeting or the directors of the company
depending on the terms of the company's constitution and subject to the requirements of the Corporations
Act 2001 of Australia ("Australian Corporations Act") and the rights of any shareholders which hold
shares which have special rights to dividends.

In accordance with section 254T of the Australian Corporations Act, a dividend may not be paid by a
company unless each of the following are satisfied:

. The company's assets exceed its liabilities immediately before the dividend is declared, and the
excess is sufficient for the payment of dividend. Assets and liabilities are to be calculated in
accordance with accounting standards in force at the relevant time.

. The payment of the dividend is fair and reasonable to the company's shareholders as a whole.
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. The payment of the dividend does not materially prejudice the company's ability to pay its
creditors. For example, if the payment of a dividend would result in a company becoming
insolvent, then such a payment would materially prejudice the company's ability to pay its
creditors.

Dividends are generally declared on ordinary shares as a stated number of cents per share. However, an
Australian company may have issued different classes of shares, which may have different dividend
rights. For example, preference shares will typically carry a right to a fixed percentage dividend, while
ordinary shares will be entitled to whatever rate of dividend is declared. There is no obligation to declare
a dividend on ordinary shares and interest is not payable on any dividend.

Subject to an Australian company's constitution, dividends can be paid in cash, with the issue of shares,
the grant of options or the transfer of assets and are payable to the persons registered as members as at the
date of the declaration.

Most companies listed on the stock exchange operated by ASX Limited (ABN 98 008 624 691)
("Australian Securities Exchange™) pay dividends each half year. Australian company law allows for
the declaration of a final dividend and a resolution (typically, under the company's constitution, a
resolution of the directors) to pay an interim dividend. The declaration of a final dividend gives rise to a
debt payable by the company to the shareholders immediately or from a date stipulated for payment. An
interim dividend is entirely provisional as it anticipates that assets will exceed liabilities in the final
accounts by at least the amount of the interim dividend. A resolution of directors to pay an interim
dividend does not create a debt owed by the company to members and the resolution could be rescinded
or varied before the dividend is paid.

Where directors are given the right to determine that a dividend is payable, the directors may revoke or
amend their determination to pay a dividend at any time before the dividend is paid.

To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. The investors (who owned the Market
Access Securities immediately prior to the ex-dividend/coupon date) may become entitled to receive
amounts reflecting the dividend or coupon some time after the dividend or coupon is announced or paid if
payment of the dividend or coupon, or the receipt thereof by a Foreign Investor outside Australia or any
other person, is delayed for whatever reason. The amount paid to the investors shall be the net dividend
or coupon amount after conversion of such amount into the relevant Settlement Currency and after the
deduction of all conversion, transfer and other costs and expenses incurred in connection therewith, as
determined by the Issuer in its sole and absolute discretion. Also, adjustments for dividends or coupons
may be calculated with reference to any taxation charged in respect of such dividends or coupons.

Taxation issues concerning investment in listed securities in Australia

Investors in the Market Access Securities may be subject to taxation in Australia in some circumstances.
In addition, under the terms of the Market Access Securities, the amount of a payment to the investor
under the Market Access Securities may be adjusted to take into account the effect of Australian taxes on
an investment in the Underlyings.

For example, the imposition of taxes may affect:
. the amount of any Additional Payment (as defined in the Conditions), paid to a MAS Holder;

. the Cash Settlement Amount or Final Redemption Amount (each as defined in the Conditions) or
any other amount payable in respect of the Market Access Securities; and

. the liability that the MAS Holder has to pay any applicable stamp duty and/or other taxes and
duties and transfer taxes and other charges payable in connection with the subscription, purchase
or exercise of the Market Access Securities.

Settlement

The settlement of Australian Securities Exchange transactions is carried out by an automated system for
transfer and settlement processes. The automated system for the transfer and settlement of shares is an
electronic securities clearing house called the Clearing House Electronic Subregister System ("CHESS"),
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operated by ASX Settlement (formerly the ASX Settlement and Transfer Corporation Pty Ltd). Trading,
clearing and settlement on the Australian Securities Exchange markets are regulated by the ASX Listing
Rules, the ASX Operating Rules, the ASX Clear Operating Rules and the ASX Settlement Operating
Rules.

CHESS operates as a computerised book entry register of holdings, which enables electronic transfer and
registration of "Approved Financial Products”, as defined in the ASX Settlement Operating Rules (such
as the Underlying Securities) with electronic funds transfer for settlement of trades. Under CHESS, the
transfer of securities is effected by entities admitted as "Participants" in CHESS. The Participant may be
appointed by the owner of the securities under a sponsorship agreement to act as the sponsor of the
securities and, as such, provides transfer and settlement services in respect of the securities.

Suspension of trading for the Index

For Market Access Securities linked to an Index, trading on the Australian Securities Exchange may be
halted or suspended by the Australian Securities Exchange. This may occur whenever the Australian
Securities Exchange deems such action appropriate in the interests of maintaining a fair and orderly
market in the underlying shares or otherwise deems such action advisable in the public interest or to
protect investors.

Hong Kong

The Market Access Securities reflect the risks of a direct investment in Hong Kong equity, Hong Kong
debt or an index which references Hong Kong equity, as the case may be, by an investor outside Hong
Kong ("Foreign Investor outside Hong Kong™) who is subject to the same securities laws and rules and
regulations of any securities regulators, exchanges and self-regulating organisations as apply to the Issuer
and/or its Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of these
risks are described in the sections below.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from Hong Kong dollars into US dollars. Prospective investors in the Market
Access Securities should also understand that amounts payable under the Market Access Securities may
be converted from one currency into another currency. Therefore, the Market Access Securities are
subject to the risks of any investment in foreign currencies, including the risk that the general level of
foreign currency exchange rates may decline.

The Hong Kong dollar has been linked to the US dollar at the range of HKD7.75 to HKD7.85 to
USD1.00 since 18 May 2005. The Hong Kong government has stated that it is fully committed to
maintaining exchange rate stability under this linked exchange rate system. In the event this policy were
to be changed, investors will assume foreign currency exchange risk and be exposed to a US dollar
appreciation against the Hong Kong dollar. The Issuer cannot assure prospective investors that the Hong
Kong dollar will continue to be linked to the US dollar at the current exchange rate range or at all.

Timing issues concerning dividend or coupon payments

To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. The investors (who owned the Market
Access Securities immediately prior to the ex-dividend/coupon date) may be entitled to receive amounts
reflecting the dividend or coupon some time after the dividend or coupon is announced or paid if payment
of the dividend or coupon, or the receipt thereof by a Foreign Investor outside Hong Kong or any other
person, is delayed or for whatever reason. The amount paid to the investors shall be the net dividend or
coupon amount after conversion of such amount into the relevant Settlement Currency and after the
deduction of all conversion, transfer and other costs and expenses incurred in connection therewith, as
determined by the Issuer in its sole and absolute discretion. Also, adjustments for dividends may be
calculated with reference to any taxation charged in respect of such dividends or coupons.
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Taxation issues concerning investment in listed securities in Hong Kong

To the extent that the Underlyings are shares, the taxation issues concerning investment in listed
securities in connection with such Underlyings are set out below. Under current practice of the Hong
Kong Inland Revenue Department, no tax is payable in Hong Kong in respect of dividends paid by Hong
Kong listed companies.

No tax is imposed in Hong Kong in respect of capital gains from the sale of property such as Hong Kong
listed shares. However, trading gains from the sale of property by persons carrying on a trade, profession
or business in Hong Kong where the gains are derived from or arising in Hong Kong from the trade,
profession or business will be chargeable to Hong Kong profits tax, which is currently imposed at the rate
of 16.5 per cent. on corporations.

Gains from sales of Hong Kong listed shares effected on The Stock Exchange of Hong Kong Limited will
be considered to be derived from or arising in Hong Kong. Liability for Hong Kong profits tax would
thus arise in respect of trading gains from sales of Hong Kong listed shares realised by persons carrying
on a business or trading or dealing in securities in Hong Kong.

Hong Kong stamp duty will be payable by the purchaser on every purchase and by the seller on every sale
of Hong Kong listed shares. With effect from 1 September 2001, the duty is charged at the rate of 0.2 per
cent. of the value of the Hong Kong listed shares transferred (the buyer and seller each paying half of
such stamp duty). In addition, a fixed duty of HKD5 is currently payable on any instrument of transfer of
shares. If one of the parties to the sale is a non-resident of Hong Kong and does not pay the required
stamp duty, the duty not paid will be assessed on the instrument of transfer (if any), and the transferee
will be liable for payment of such duty.

India

The Market Access Securities (including SPICES) reflect the risks of a direct investment in Indian equity,
Indian debt or an index which references Indian equity, as the case may be, by a Foreign Institutional
Investor ("FII') who is subject to the same securities laws and rules and regulations of any securities
regulators, exchanges and self-regulating organisations as apply to the Issuer and/or its Affiliates had the
Issuer and/or its Affiliates held the Securities. Some, but not all, of these risks are described in the
sections below.

Indian Investment

Investments in Indian equity are usually volatile, and it should not be assumed that prices will always be
available for the relevant Underlying specified in the relevant Final Terms (for the purposes of Market
Access Securities, the "Indian Underlyings”, each an "Indian Underlying"). Information available on
the relevant Indian Underlyings may be limited and not as reliable as would be expected in a more
developed market.

Indian securities markets are substantially smaller, less liquid and more volatile than securities markets in
the United States or Western Europe. There are 22 recognised stock exchanges in India, including the
Over-the-Counter Exchange of India. Most stock exchanges are governed by regulatory boards. The
Bombay Stock Exchange Limited, ("BSE™) and the National Stock Exchange of India Limited, ("NSE")
have nationwide trading terminals and, taken together, are the principal Indian stock exchanges in terms
of the number of listed companies, market capitalisation and trading volume. The relatively small market
capitalisations of, and trading values on, the BSE and NSE may cause the Indian Underlyings listed on
these exchanges to be comparatively less liquid and subject to greater price volatility than comparable
United States or European Union investments.

A high proportion of the shares of many Indian issuers are held by a limited number of persons, which
may limit the number of shares available for investment. In addition, further issuances, or the perception
that such issuances may occur, of securities by Indian issuers could dilute the earnings per share of its
investment and could adversely affect the market price of such securities. Sales of securities by such
issuer's major shareholders, or the perception that such sales may occur, may also significantly and
adversely affect the market price of such securities and, in turn, the investment. A limited number of
issuers represent a disproportionately large percentage of market capitalisation and trading value. The
limited liquidity of the Indian securities markets may also affect the ability to acquire or dispose of
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securities at the desired price and time. Anticipation of the global private placement in the Indian
securities markets might adversely influence the prices paid when purchasing securities for a portfolio
and could affect the speed with which one can invest in Indian securities. Further, the small trading
volume concentrated in a limited number of the largest companies, combined with certain investment
diversification requirements and other restrictions applicable, may affect the rate at which investments
can be made initially in liquid public equity.

Indian stock exchanges, including the BSE and the NSE, have in the past experienced substantial
fluctuations in the prices of their listed securities. They have also experienced problems such as
temporary exchange closures, broker defaults, settlement delays and broker strikes that, if they occur
again in the future, could affect the market price and liquidity of the Indian Underlyings. In addition, the
governing bodies of the various Indian stock exchanges have from time to time imposed restrictions on
trading in certain securities, limitations on price movements and margin requirements. Disputes have also
occurred from time to time among listed companies, the stock exchanges and other regulatory bodies, and
in some cases those disputes have had a negative effect on overall market sentiment. Recently, there have
been delays and errors in share allotments relating to initial public offerings. In addition, the Securities
and Exchange Board of India ("SEBI") has recently imposed heavy fines on market intermediaries in
relation to manipulations by some investors of the allotment process in several recent initial public
offerings with a view to cornering large shares allotments in the "retail investor” category. Such events in
turn may affect overall market sentiment and lead to fluctuations in the market prices of the Indian
Underlyings.

Pursuant to the rules and regulations of the Reserve Bank of India ("RBI") under the Foreign Exchange
Management Act 1999 ("FEMA") and the regulations issued thereunder, foreign investment in Indian
companies is subject to certain minimum valuation and pricing guidelines. Such minimum valuation and
pricing guidelines may restrict the ability of the Issuer to make investments in Indian companies at
attractive prices. The RBI has also prescribed certain maximum valuation and pricing guidelines for
persons and corporations resident outside India that sell shares of Indian companies to resident Indian
persons and corporations. Such maximum valuation and pricing guidelines may restrict the ability of the
FII to sell its investments in Indian companies at a higher price that may have been available in the
absence of the aforesaid RBI restrictions.

Market Access

Under the Foreign Exchange Management (Transfer or Issue of Security by a Person Resident outside
India) Regulations, 2000 ("FEMA Regulations") persons resident outside India are primarily permitted
to invest in Indian equity under the following schemes: (i) foreign direct investment scheme ("FDI
Scheme"); (ii) Qualified Foreign Investors ("QFI") scheme; and (iii) portfolio investment scheme (Pl
Scheme").

The Central Government issued a press release on 1 January 2012 allowing certain entities which qualify
as QFls to directly invest in the Indian market in order to widen the class of investors, attract more
foreign funds, to reduce market volatility and to deepen the Indian capital market. A QFI is defined to
mean a person resident in a country that is compliant with Financial Action Task Force (FATF) standards
and that is a signatory to the International Organization of Securities Commission’s (I0OSCO) Multilateral
Memorandum of Understanding (MMOU) subject to such person not being resident in India, and not
being registered with SEBI as a FII or its sub-account. The QFI route is an additional route of investment
and currently does not replace any existing route already available to foreign investors such as the FDI or
Pl routes. QFIs are not required to obtain any regulatory registrations from either RBI or SEBI for making
investments in India under this route. Hence, foreign nationals (institutional and retail), family offices,
funds (pension funds, hedge funds, and endowment funds etc.) and corporates, subject to meeting the
aforementioned requirements and relevant KYC norms, are permitted to directly invest in India under this
route.

An application can be made for registration with SEBI as an FIl under the Securities and Exchange Board
of India (Foreign Institutional Investors) Regulations, 1995 (as amended or supplemented from time to
time and notifications, circulars, rules and guidelines issued from time to time thereunder) (the "FII
Regulations™) so as to allow investment in Indian equities under the PI Scheme. Some Affiliates of the
Issuer are registered as FllIs (though the Issuer is not).
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Under the P1 Scheme, FllIs can purchase shares / compulsorily convertible debentures of listed Indian
companies through registered stock brokers on a recognised stock exchange in India, without obtaining
the approval of any regulatory authority in India. Flls are also permitted to invest in listed and unlisted
securities outside the stock exchanges, through private placement. Additionally, under Schedule 5 of the
FEMA Regulations Flls are permitted to invest in dated government securities/treasury bills, listed
non-convertible debentures/bonds, commercial papers issued by an Indian company and units of domestic
mutual funds, security receipts issued by asset reconstruction companies and perpetual debt instruments
eligible for inclusion as Tier | capital and debt capital instruments as upper Tier 11 capital issued by banks
in India to augment their capital subject to the limits prescribed by SEBI and the RBI from time to time.
Pursuant to a circular dated 31 January 2008 issued by SEBI, investments by Flls in units of debt oriented
mutual funds are considered as investments in corporate debt and are reckoned within the stipulated limit
earmarked for FIl investments in corporate debt. Further, FlIs may also invest in unlisted bonds issued by
companies in the infrastructure sector that are generally organised in the form of special purpose vehicles.
However, such investments by Flls are subject to a minimum lock-in period of one year up to an amount
of USD 5 bhillion within the overall limit of USD 25 billion, in those bonds that have an initial maturity of
5 years or more at the time of issue and a residual maturity of 1 year. This lock-in-period is computed
from the time of first purchase by FllIs. A further USD 17 billion within the overall limit of USD 25
billion can be invested by Flls in long term infra bonds which have an initial maturity of 5 years or more
at the time of issue and residual maturity of 3 years at the time of first purchase by an FIl. These
investments are subject to a lock in period of 3 years. In both the above cases, Flls are permitted to trade
with other Flls but cannot sell to domestic investors during the lock in period.

The consideration for purchase of shares/compulsorily convertible debentures shall be paid out of inward
remittance from abroad through normal banking channels or out of funds held in an account maintained
with the designated branch of an authorised dealer (typically a bank) in India.

FII registration granted by SEBI is permanent (unless suspended or cancelled by SEBI). An FlI that was
registered with SEBI prior to the commencement of the Securities and Exchange Board of India (Foreign
Institutional Investors) (Amendment) Regulations 2008 on 22 May 2008 (the "FIl Regulations
Amendment") is required to file Form A (as prescribed under the FIlI Regulations) at least 3 months prior
to the expiry of the period of the certificate or within 3 months from such commencement, whichever is
later.

Pursuant to a circular dated 15 April 2010 issued by SEBI, an Fll/sub-account registered with SEBI was
required to submit certain declarations and undertakings to SEBI by 30 September 2010 that it is not a
protected cell company or a segregated portfolio company and does not have an equivalent structure by
whatever nomenclature. Further, all applicants seeking registration as Flls or sub-accounts are required
to make such declarations and undertakings as part of the application process. As per the circular requires
an existing Fll/sub-account to declare that (a) it is not a multi-class vehicle ("MCV") by constitution and
does not have an equivalent structure by whatever nomenclature and that it contains only a single class of
shares; (b) the Fll/sub-account is a MCV and has more than one class of shares and a common portfolio is
maintained for all classes of shares and satisfies the broad-based criteria or (c) a segregated portfolio is
maintained for separate classes of shares and each such class of shares is broad-based. In case of any
addition of share classes, these share classes must follow the above criteria as well. Further, the
Flls/sub-accounts are required to obtain the prior approval of SEBI in case of any change in structure/
constitution/ addition of classes of shares. Undertakings to this effect were also required to be made by
the existing Flls/sub-accounts.

Going forward, the Flls are required to remain in compliance with the declarations and undertakings
given under the circular to SEBI. In the event of default, SEBI has the power to impose certain monetary
penalties and/ or suspend or cancel the registration granted to the FIl. SEBI also has the power to prohibit
the FII from trading for a specified period.

FIl investments are substantially restricted and controlled. These restrictions, such as the maximum
percentage holding of any single equity, are controlled by the SEBI, the RBI and are also subject to the
guidelines issued by the Government of India in this regard from time to time. Further, the operational
mechanism for purchase, sale, settlement and movement of funds is restricted. For example, Fllis shall,
subject to certain exceptions, deliver securities only in dematerialised form for settlement of their
transactions undertaken on a recognised stock exchange.

These restrictions may change from time to time, sometimes without notice.
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The investor in the Market Access Securities will be subjected to the effect of equivalent restrictions and
controls to those imposed on Flls, as determined by the Calculation Agent. These include limitations on
the number of Indian Underlyings in respect of which the investor is expecting to receive an economic
return, potential delays or even non-receipt of funds on sale of the Market Access Securities, taxes and
charges generally levied on Flls in buying and selling equity and limitations on the importation and
withdrawal of funds. Payments to MAS Holders calculated by reference to the price of a disposal of
Indian Underlyings will not be due unless or until the proceeds of disposal would have been received by
the relevant FII.

Under the FIl Regulations and the FEMA Regulations, subject to certain exceptions, the total holding of
each FII / sub-account registered with SEBI shall not exceed 10 per cent. of the total paid up equity
capital or 10 per cent. of the paid up value of each series of convertible debentures issued by an Indian
company. Additionally, the FEMA Regulations specify that the total investments by FlIs and their
sub-accounts, taken together, in the primary and secondary Indian markets may not exceed 24 per cent. of
the equity capital or the value of each series of convertible debentures of any Indian company in which
they invest. The ceiling would apply to the total holdings in any Indian company of all FIl and their
sub-accounts collectively in a given Indian company unless it is increased by a board resolution and a
special resolution to the foreign investment cap applicable to the sector in which the Indian company
operates.

Recently, SEBI has been seeking information from all Flls to ascertain Flls and sub-accounts registered
with SEBI that have a common ultimate / end beneficial owners, which SEBI refers to as ‘FII Group’. If
an FIl and any associated Flls and sub-accounts have the same beneficial owners, SEBI sees these as
being part of a group and requires the FlIs concerned to report this to SEBI. Group entities include
entities that have direct or indirect common shareholding/ beneficial ownership/ beneficial interest of
more than 50 per cent. The ‘FII Group’ related information is to be reported by FlIs to SEBI in the
prescribed format. This requirement stems from the FIl Regulations read with the Government of India
Guidelines of 14 September 1992, which states: "The holding of a single FIl in any company would also
be subject to an upper limit of 10% of total issued capital. For this reason, the holdings of an FII group
will be counted as holdings of a single FII". SEBI is likely to use the information submitted to club the
investment limits across entities registered with them as FII/ sub-accounts, where the beneficial
ownership is common across these entities.

Flls are also limited in their ability to invest in certain sectors, such as the banking sector, insurance
sector, telecom sectors etc. In such sectors, there is often a ceiling on total foreign holdings, against
which holdings of FII are counted. To the extent that the ceiling has been reached in that industry, further
investment by Flls may not be permitted.

If Flls become unable to invest directly in or alternatively hold equities (and no alternative route is
established by SEBI) or Flls are not allowed to sell or receive proceeds from the sale of such equities, the
Market Access Securities may, in the worst case, become worthless.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from Indian Rupees into US dollars. Prospective investors in the Market
Access Securities should also understand that amounts payable under the Market Access Securities may
be converted from one currency into another currency. Therefore, the Market Access Securities are
subject to the risks of any investment in foreign currencies, including the risk that the general level of
foreign currency exchange rates may decline. The following is a list of some of the significant currency
related risks associated with an investment in the Market Access Securities.

Historical performance of the Indian Rupee and the US dollar does not indicate the future performance of
such currencies. It is impossible to predict whether the value of either currency will fall or rise during the
term of the Market Access Securities.

Trading levels of the Indian Rupee and the US dollar will be influenced by political, economic, financial,
market and other factors. It is impossible to predict what effect these factors will have on the value of
either currency and thus, the return on the Market Access Securities.
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The value of the Indian Rupee and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in India and the United States. These
conditions include, for example, the overall growth and performance of the economies of the United
States and India, the trade and current account balance between the United States and India, market
interventions by the Federal Reserve Board or the central banks of the United States and India, inflation,
interest rate levels, the performance of the stock markets in the United States and India, the stability of the
United States and India's governments and banking systems, wars in which the United States and India
are directly or indirectly involved or that occur anywhere in the world, major natural disasters in the
United States and India, and other foreseeable and unforeseeable events.

Certain relevant information relating to India may not be as well known or as rapidly or thoroughly
reported in the United States as comparable to United States developments. Prospective purchasers of the
Market Access Securities should be aware of the possible lack of availability of important information
that can affect the value of Indian Rupees in relation to the US dollar and must be prepared to make
special efforts to obtain such information on a timely basis.

Exchange rates of most economically developed nations, including India, are "floating", meaning they are
permitted to fluctuate in value relative to the US dollar. Governments, including those of the United
States and India use a variety of techniques, such as intervention by their central bank or imposition of
regulatory controls or taxes, to affect the exchange rates of their respective currencies. Governments may
also issue a new currency to replace an existing currency or alter the exchange rate or relative exchange
characteristics by devaluation or revaluation of a currency. Thus, a special risk in purchasing the Market
Access Securities is that their liquidity, trading value and amounts payable could be affected by the
actions of sovereign governments which could change or interfere with theretofore freely determined
currency valuation, fluctuations in response to other market forces and the movement of currencies across
borders. There may be adjustments or changes in the terms of the Market Access Securities in the event
of impositions of restrictions, prohibition (such as exchange controls) or delaying of the exchange of the
Indian Rupee into the US dollar. Such events may also cause the Issuer to terminate the Market Access
Securities early.

Exchange controls in India may restrict the ability of an Fll/sub-account to repatriate the investment. The
ability of an Fll/sub-account to invest in Indian securities, exchange Indian rupees into US dollars and
repatriate investment income, capital and proceeds of sales realised from investments in Indian securities
is subject to FEMA and the rules, regulations and notifications issued thereunder.

Under certain circumstances, such as a change in law or regulation, governmental regulation or approval
for the repatriation of investment income, capital or the proceeds of sales of securities by foreign
investors may be required. In addition, the Indian government in the future, whether for purposes of
managing its balance of payments or for other reasons, may impose restrictions on foreign capital
remittances abroad or otherwise modify the exchange control regime applicable to FllIs in such a way that
may adversely affect the ability of the FII to repatriate its income and capital.

Nature of Market Access Securities under the Indian Regulatory Regime

The FIl Regulations specify that FIls may not issue, or otherwise deal in offshore derivative instruments
("ODIs"), directly or indirectly, unless certain conditions set out in the FII Regulations are satisfied
(described below). ODIs have been defined in the FII Regulations, to mean any instrument, by whatever
name called, which is issued overseas by an Fll against securities held by it that are listed or proposed to
be listed on any recognised stock exchange in India, as the underlying.

Since the Issuer is not a registered FlI, the Issuer may invest the Indian Underlyings by way of ODIs
issued by an FIl or an FIlI affiliate ("ODI Issuer") for the purpose of hedging the Market Access
Securities. In such case, the Market Access Securities issued by the Issuer will be considered as an ODI
by SEBI and the regulatory authorities in India.

UK-3041282-v12 - A-35 - 70-40514093



Part A — Product Supplement for Notes Generally — Risk Factors

Pursuant to the FIlI Regulations Amendment, a sub-account is no longer permitted to issue any fresh ODIs
and further, no FIl may issue, or otherwise deal in ODIs, directly or indirectly, unless such ODIs are
issued after compliance with "know your client" norms and are in compliance with all of the conditions
set out below:

@)

(b)

©

(d)

()

®

)

The ODIs shall not be offered, sold or transferred to (i) a "person resident in India" (as such term
is defined in the Foreign Exchange Management Act, 1999, as may be amended or supplemented
from time to time), or, (ii) a "non-resident Indian" (as such term is defined in the Foreign
Exchange Management (Deposit) Regulations, 2000 as may be amended or supplemented from
time to time), (each a "Restricted Entity").

The ODIs shall not be offered, sold or transferred to any person/entity whose controller is a
Restricted Entity.

For the purposes of this representation, a "controller" means any person or group of persons
(acting pursuant to any agreement or understanding (whether formal or informal, written or
otherwise)) who:

() is/are entitled to exercise, or control the exercise of a majority or more of the voting
power of an entity, or

(ii) holds or is otherwise entitled to a majority or more of the economic interest in an entity,
or

(iii) who in fact exercises control over an entity.

For the purposes of the above, "control” means the ability to appoint a majority or more of the
directors of an entity, or the capacity to control decision-making, directly or indirectly, in relation
to the financial, investment and/or operating policies of an entity in any manner.

Notwithstanding the foregoing definition, in the case only where an entity's investments are being
managed on a discretionary basis by an investment manager, such investment manager shall not
be deemed to be such entity's controller for the purposes of this representation by reason only of
it being able to control decision-making in relation to the entity's financial, investment and /or
operating policies.

The ODIs shall only be purchased by a principal for its own account and not as an agent,
nominee, trustee or representative of any other person and no agreement for the issuance of a
back-to-back offshore derivatives instrument (as such term is defined in the FII Regulations) can
be entered into against the ODIs.

The ODIs shall only be offered to a "person regulated by an appropriate foreign regulatory
authority™ (as such term and/or requirements relating thereto are defined or otherwise interpreted
for the purposes of Regulation 15A of the FIl Regulations) (a "Regulated Entity").

The ODIs shall not be purchased with the intent of circumventing or otherwise avoiding any
requirements applicable under the FII Regulations (including, without limitation, any restrictions
applying to foreign institutional investors in relation to their issuances and/or other dealings in
the ODIs with, Restricted Entities and persons/entities who are not Regulated Entities).

The ODIs cannot be sold, transferred, assigned or novated or otherwise disposed of and no
back-to-back offshore derivatives instruments may be entered into and no agreement with respect
to any of the foregoing may be entered into by the ODI holder nominees, associates or Affiliates
(each, a "Transfer") with, an entity which is a Restricted Entity or an entity which is not a
Regulated Entity.

The ODIs shall not be offered, sold or transferred to (i) a Protected Cell Company ("PCC") or
Segregated Portfolio Company ("SPC") or an equivalent structure however described, or (ii) a
Multi Class Share Vehicle ("MCV") by constitution or an equivalent structure however described
that contains more than one class of shares, except where (a) a common portfolio is maintained
for all classes of shares and satisfies broad-based criteria, or (b) a segregated portfolio is
maintained for separate classes of shares wherein each such class of shares are in turn
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broad-based. For this purpose, a "broad-based" fund or class of shares (where the holder's
segregated portfolio is maintained for separate classes of shares) as the term is defined in the
Explanation to Regulation 6 of the FIlI Regulations means a fund, established or incorporated
outside India, which has at least twenty investors, with no single individual investor holding
more than 49 per cent. of the shares or units of the fund; provided that if the broad-based fund
has institutional investor(s) it shall not be necessary for the fund to have twenty investors.
Further, if the broad-based fund has an institutional investor who holds more than 49 per cent. of
the shares or units in the fund, then the institutional investor must itself be a broad-based fund.

For the purpose of sub-paragraphs (b) and (g) above and sub-paragraph (a) below, a "back-to-back
offshore derivatives instrument” shall not include the issue of any ODI issued by a party who has
disclosed the terms and parties to such back-to-back ODI in the form and manner prescribed by the
Securities and Exchange Board of India pursuant to the FIlI Regulations (in particular, under Regulation
20A of the FII Regulations).

In most instances ODI Issuers insist on undertakings from the ODI holder (e.g. MAS Holder) in respect of
the foregoing. Any default in these restrictions by the Issuer, the MAS Holder or any other party to the
ODI transaction may affect the ability to liquidate such investments. In addition, the MAS Holder may be
bound by such additional transfer restrictions as may be agreed and set out in any further agreement or
arrangement between the Issuer and the MAS Holder, including any representations that the MAS Holder
may be required to provide to the Issuer for the purposes of acquisition of the Market Access Securities.

SEBI has prescribed mandatory reporting requirements for the ODI Issuers. The reporting requirements
necessarily require the ODI Issuers to disclose, inter alia, details of all transactions pertaining to the
ODls, name and details of the subscriber of the ODI, investors, clients, counterparties and holders of the
beneficial interest. Details disclosed could include the name and correspondence address of MAS
Holders and their major shareholders, directors and investors, name and jurisdiction of the regulator by
whom the Investors are regulated, type of entity that the MAS Holder falls under (i.e. hedge fund,
corporate, individual, pension fund, trust) and if a MAS Holder is a fund, the names of its fund managers,
investment advisors and top investors in the fund.

Further, SEBI has, in a press release dated 20 October 2008 in respect of offshore stock lending activities
by an FII, stated that it disapproves of the overseas lending and borrowing activities of Flls and the
consequent selling pressure in the cash market in India. SEBI has communicated this disapproval to the
Flls. Consequently, the lending and borrowing activities of Flls are being monitored and if necessary
stronger measures may be taken by SEBI as considered appropriate, which may include the imposition of
further restrictions or reporting requirements on an FIl. Subsequently, SEBI by its circular dated 29
March 2011 has stated that there are no outstanding short positions reported by Flls. Therefore, while the
prohibition on the activity of synthetic short continues, Flls are no longer required to file reports, as there
are no outstanding short positions.

In the recent past, there has been regulatory scrutiny of investments through ODIs. The Government of
India and its agencies have constituted various committees to examine the desirability of ODIs as an
indirect method for foreign investors to access the economic benefits of Indian securities. While the RBI
has recommended that ODIs be abolished, an expert committee of the Government of India has
recommended that ODIs be allowed subject to full disclosure of beneficial ownership of the holders of the
ODIs and the investors of the holders. There is no certainty as to whether ODIs will continue to be
available to the ODI Issuers and other Flls generally for accessing Indian securities.

Timing and taxation issues concerning dividend or coupon payments

To the extent that the Underlyings are shares, the timing and taxation issues concerning dividend
payments are set out below. Under the Indian Companies Act, 1956, (the "Indian Companies Act")
unless the board of directors of a company ("Board") recommends the payment of a dividend, the
shareholders at a general meeting have no power to declare any dividend. Subject to certain conditions
laid down by Section 205 of the Indian Companies Act, no dividend can be declared or paid by a
company for any financial year except out of the profits of the company calculated in accordance with the
provisions of the Indian Companies Act or out of the profits of the company for any previous financial
year(s) arrived at as laid down by the Indian Companies Act. Subject to certain conditions contained in
the Indian Companies Act, dividends may also be payable out of moneys provided by the central or state
government for payment of dividend in pursuance of a guarantee given by that government.
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If so authorised by the articles of association of the company, the shareholders at a general meeting may
declare a lower, but not higher, dividend than that recommended by the Board. Dividends are generally
declared as a percentage of the par value. The dividend recommended by the Board and approved by the
shareholders at a general meeting is distributed and paid to shareholders in proportion to the paid-up
value of their shares as of the book closure or record date. In addition, the Board may declare and pay
interim dividends. Under the Indian Companies Act, dividends can only be paid in cash to shareholders
listed on the register of shareholders on the date which is specified as the "record date" or "book closure
date". The capitalisation of profits or reserves for the purpose of issuing fully paid-up bonus shares is not
treated as a dividend payment. No shareholder is entitled to a dividend while any lien in respect of
unpaid calls on any of his/her shares is outstanding.

Any dividend declared is required to be deposited in a separate bank account within five days from the
date of the declaration of such dividend. Dividends must be paid to the shareholders within 30 days from
the date of the declaration and any dividend which remains unpaid or unclaimed after that period are
required to be transferred within seven days of the expiry of the 30-day period (mentioned aforesaid) to a
special unpaid dividend account held at a scheduled bank. A company is required to transfer any money,
which remains unpaid or unclaimed for seven years from the date of transfer to the unpaid dividend
account, to the Investor Education and Protection Fund established by the Government of India pursuant
to which no claim shall lie against the company or the Investor Education and Protection Fund.

A company declaring dividend is liable to pay a dividend distribution tax currently at the rate of 15%
(plus surcharge at 5% on the dividend distribution tax and education cess at the rate of 3% on aggregate
of dividend distribution tax and surcharge) on the total amount distributed as dividend. The effective
dividend distribution tax is therefore 16.22%. Dividends in the hands of the recipient shareholders are
exempted from tax.

To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. The investors (who owned the Market
Access Securities immediately prior to the ex-dividend/coupon date) may be entitled to receive amounts
reflecting the dividends or coupons some time after the dividend or coupon is announced or paid if
payment of the dividends or coupons, or the receipt thereof by an FIl or any other person, is delayed for
whatever reason. The amount paid to the investors shall be the net dividend or coupon amount after
conversion of such amount into the relevant Settlement Currency and after the deduction of all
conversion, transfer and other costs and expenses incurred in connection therewith, as determined by the
Issuer in its sole and absolute discretion. Also, adjustments for dividends or coupons may be calculated
with reference to any taxation charged in respect of such dividends or coupons.

Sometimes dividends are occasionally announced but then subsequently not paid by Indian companies.
Further there can be a significant delay (sometimes a number of months) between the marking of a share
as ex-dividend at the relevant stock exchange and the payment of that dividend. Occasionally the
dividends are of such modest magnitude that the costs of converting the Indian Rupees and transferring
the payment offshore are significant relative to the dividend.

Other Taxation Issues
To the extent that the Underlyings are shares, the other taxation issues are set out below:

The Indian Government has proposed certain key amendments to the domestic income-tax legislation vide
the Finance Bill, 2012 ("Bill") (passed by the Lower House of Parliament on 8 May 2012). If enacted in
their present form, these amendments may have implications on the taxability of the FlIs investing into
India. One such key proposal is the introduction of General Anti-Avoidance Rule ("GAAR") on income
arising on or after 1 April 2013. Under the proposed GAAR, the Indian tax authorities have the power to
re-characterize/ disregard any arrangement that qualifies as an “impermissible avoidance arrangement"
("IAA"). An IAA is defined to mean an arrangement where its main purpose (or one of its main purposes)
is to obtain a "tax benefit" and, additionally, it fulfils one of the four prescribed tests, one such test being
that the arrangement “lacks” or is "deemed to lack" commercial substance in whole or in part. "Tax
benefit" has been defined in the widest terms to, inter alia, mean a reduction or avoidance of tax that
would be payable under the Income-tax Act, 1961 ("ITA") (including, under the provisions of applicable
tax treaty). Similarly, an arrangement may be "deemed to lack commercial substance" if, inter alia:
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@) it involves or includes an "accommodating party" (i.e., a party to an arrangement where the main
purpose of such party’s direct/indirect participation in the arrangement, in whole or in part, is to obtain,
directly or indirectly, a tax benefit for the tax-payer); or

(b) it involves the location of an asset or of a transaction or of the place of residence of any party,
which would not have been so located for any substantial commercial purpose other than obtaining a tax
benefit.

As per the GAAR, where the main purpose of a step in or a part of the arrangement is to obtain a tax
benefit, the arrangement shall be presumed to have been carried out with the main purpose of obtaining
such benefit (even if the main purpose of the whole arrangement is not to obtain a tax benefit). The
guidelines for use of GAAR are yet to be prescribed.

Therefore, there is a risk that the Indian tax authorities could deny the India-Mauritius Tax Treaty benefits
to the Flls, investing through Mauritius, by invoking GAAR. In such case, the income of the FIl would be
taxed as per the provisions of the ITA.

In light of the above, if India should choose to renegotiate its Double Taxation Avoidance Agreements
("DTAA") or question the applicability of DTAA relief relating to the jurisdiction in which an FII is
incorporated or the Indian tax authorities choose to apply GAAR, it could result in an adverse impact on
the capital gains tax paid by the FIl. Presently no capital gains tax is charged in India on disposal of
Indian Underlyings by FllIs incorporated in Cyprus, Singapore or Mauritius. Further, any income of Flls,
by way of capital gains on sale/ transfer of Indian securities, is exempt from Indian withholding tax.

Further, of late there have been few instances where the Indian revenue authorities have attempted to
deny the capital gains tax exemption under the India—Mauritius DTAA to Mauritius entities, holding valid
Tax Residence Certificate ("TRC"), on the ground that the Mauritian entity is only a shell company not
having any substance. This is despite there being several judicial precedents to the contrary. Therefore,
litigation on this account cannot be ruled out. The Bill also proposes that a non-resident would be entitled
to treaty benefits only if it furnishes to the Indian tax authorities, a TRC in the format to be prescribed by
the Government of India. However, no format for the TRC has been prescribed as on date.

Settlement

Settlement in India is quickly becoming dematerialised. To expedite the dematerialisation process and
secure the investments of FllIs, Flls are required to submit share certificates to the relevant registrar for
the dematerialisation of any securities which are capable of dematerialisation. This can impose an
additional constraint on Flls, namely that they cannot sell securities they have purchased until they have
been received, checked and dematerialised. This can take more than two weeks and may therefore affect
the realisable sale price, the secondary market price of the Market Access Securities or other
determinations of the value of the Indian Underlyings.

The settlement of transactions is carried out by clearing corporations/clearing houses. A further risk
exists in DVP settlement that settlement simply fails as the counterparty to an equity trade does not
deliver the Indian Underlying(s). In such circumstances, after a reasonable period the FII may request the
Custodian to insist that the broker square-up, that is either immediately deliver the certificates, deliver
securities in dematerialised form or pay the excess of the present market value over the purchase price.
Once again, this risk can be substantially reduced by using clearing house settlement.

Indonesia

The Market Access Securities reflect the risks of a direct investment in Indonesian equity, Indonesian
debt or an index which references Indonesian equity, as the case may be, by a Foreign Investor outside
Indonesia (as defined below) who is subject to the same securities laws and rules and regulations of any
securities regulators, exchanges and self-regulating organisations as apply to the Issuer and/or its
Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of these risks are
described in the sections below.
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General Risks relating to Indonesia and investment in Indonesian listed companies or an Index
referencing shares of Indonesian listed companies

The Underlying Company is an Indonesian entity and the Underlyings or the constituents of the
Underlyings, as the case may be, are located in Indonesia. Most or all of the commissioners, directors
and officers of the Underlying Company are based in Indonesia and substantially all of the assets and
operations of the Underlying Company are located in Indonesia. The Underlyings could therefore be
adversely affected by changes in the Indonesian Government's policies, social instability or other
political, economic, legal, regulatory or international developments in or affecting Indonesia.

Prospective investors in the Market Access Securities should be aware that they are exposed to the
Indonesian legal system which is subject to considerable discretion and uncertainty. It may be difficult or
impossible to pursue claims relating to the Underlyings. As the Underlyings or constituents of the
Underlyings, as the case may be, are shares, it is important to note that Indonesian legal principles
relating to the rights of shareholders, or their practical implementation by Indonesian courts, may differ
from those that are applied in other jurisdictions such as the United States or member states of the
European Union. Absent a binding precedent system, the rights of shareholders under Indonesian law
might not be as clear as in these other jurisdictions. In addition, under Indonesian law, companies may
have rights and defences to actions filed by shareholders that may not be available in these other
jurisdictions.

The Underlying Company's corporate affairs are governed by its Articles of Association, the laws
governing corporations incorporated in Indonesia, the Indonesian Capital Market law and regulations and
the rules of the Indonesia Stock Exchange. The rights of the shareholders and the responsibilities of the
board of commissioners and the board of directors of the Underlying Company under Indonesian law may
be different from those applicable to a company incorporated in another jurisdiction. Principal
shareholders of Indonesian companies do not owe fiduciary duties to minority shareholders as may be the
case in other jurisdictions. The public shareholders may have more difficulty in protecting their interests
in connection with actions taken by members of the board of directors or the board of commissioners or
by the principal shareholders of the Underlying Company than they would as shareholders of a company
incorporated in another jurisdiction.

The Underlyings or constituents of the Underlyings, as the case may be, are subject to Indonesian law and
the continuing listing requirements of the Indonesia Stock Exchange. In particular, the convening and
conduct of general meetings of shareholders of the Underlying Company will be governed by Indonesian
law. The procedures and notice periods in relation to the convening of such general meetings of
shareholders, as well as the entitlement of shareholders to attend and vote at such general meetings, may
be different from those in jurisdictions outside Indonesia. For instance, the shareholders of a company
who would be entitled to attend and vote at general meetings of shareholders are, by operation of
Indonesian law, those shareholders appearing in the company's register of shareholders on the business
day immediately preceding the day on which the notice of general meeting is issued (the "Record Date"),
regardless of whether such shareholders may have disposed of their shares following the Record Date. In
addition, shareholders who may have acquired their shares after the Record Date (and before the day of
the general meeting) would not be entitled to attend and vote at the general meeting. Accordingly,
prospective investors in the Market Access Securities should note that the Issuer and/or its Affiliates may
be subject to procedures and rights with regards to general meetings of shareholders of the Underlying
Company that are different from those to which they may be accustomed in other jurisdictions.

The Indonesian securities market is less liquid and relatively more volatile compared to securities markets
in certain other countries. The Indonesian securities market, including the Indonesia Stock Exchange, has
in the past experienced substantial fluctuations in the prices of listed securities. The Indonesia Stock
Exchange has previously experienced some problems which, were they to continue or recur, could affect
the market price and liquidity of the securities of Indonesian listed companies, including the Underlyings
or the constituents of the Underlyings, as the case may be. These problems include broker defaults and
settlement delays. In addition, the level of regulation and monitoring of the Indonesian securities market
and the activities of investors, brokers and other market participants may not be the same as that in other
countries. Further, the ability to sell and settle trades on the Indonesia Stock Exchange may be subject to
delays. In light of the foregoing, there can be no assurance that the Issuer and/or any of its Affiliates will
be able to dispose of the shares of the Underlying Company it holds or the hedging transactions it enters
into relating to the Underlyings, as the case may be, at the price or frequency that would be available to
investors in a more liquid or less volatile market. There may also be less information publicly available
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about Indonesian companies than is regularly made available by public companies listed on other
markets. Any of these factors could adversely affect the trading price or level, as the case may be, of the
Underlyings and therefore the return on the Market Access Securities.

Acquisition of shares by the Issuer and/or its Affiliates may be considered as a takeover

Under the regulations of Bapepam-LK (the Indonesian equivalent of the SEC), if there is any change of
control in an Indonesian public company, the new controlling party must carry out a mandatory tender
offer of the remaining public shares (not including, for example, shares of the other controlling
shareholders, if any). Consequently, if the Issuer and/or any of its Affiliates acquires shares of an
Indonesian public company and the acquisition causes it to be the new controller of the Indonesian public
company, it would be required to carry out a mandatory tender offer of the remaining shares as described
above.

Under Regulation No. IX.H.1, regarding Takeover of Public Companies, a takeover of an Indonesian
public company is defined as an action which directly or indirectly changes the controlling party of that
public listed company.

A controlling party of an Indonesian public listed company is:

0] a party that owns more than 50 per cent. (fifty per cent) of the overall paid up capital of the
company; or

(ii) a party that directly or indirectly has the ability to control the management or policy of the
company.

Issues (excluding taxation issues) relating to dividend or coupon payments

To the extent that the Underlyings are shares or bonds, the issues relating to dividend or coupon payments
in connection with such Underlyings are set out below.

In accordance with the applicable Indonesian law, distributions of dividends must be approved by the
shareholders of an Indonesian public listed company in an annual shareholders' meeting following a
proposal of the board of directors and an Indonesian public listed company can only distribute dividends
if it has net profits and has no carry forward losses.

The net profits available to pay dividends will be reduced by the amount that is required to allocate to the
company's reserve fund under Indonesian law. The reserve fund is designed to provide a reserve to offset
any future losses. It should be funded to an amount equal to at least 20 per cent. of the company's issued
share capital although there is no time period specified for achieving this level of funding. A decision to
allocate any of the net profits to the reserve fund must be approved by the shareholders.

Holders of shares on the applicable record dates will be entitled to the full amount of dividends approved,
subject to Indonesian withholding tax imposed, if any.

Where the Underlyings are shares or bonds, the investors (who owned the Market Access Securities in
respect of such Underlyings immediately prior to the ex-dividend date) may be entitled to receive
amounts reflecting the dividend or coupon some time after the dividend or coupon is announced or paid if
payment of the dividend or coupon, or the receipt thereof by a Foreign Investor outside Indonesia or any
other person, is delayed for whatever reason. The amount paid to the investors shall be the net dividend
or coupon amount after conversion of such amount into the relevant Settlement Currency and after the
deduction of all conversion, transfer and other costs and expenses incurred in connection therewith, as
determined by the Issuer in its sole and absolute discretion. Also, adjustments for dividends may be
calculated with reference to any taxation charged in respect of such dividends or coupons.

Market Access

Organisations and individuals outside Indonesia ("Foreign Investors outside Indonesia") can generally
invest directly in Indonesian listed securities, subject to certain foreign ownership limits. Certain
industries in Indonesia such as banking and broadcasting provide limitation for investments by Foreign
Investors outside Indonesia. Under Indonesian law, a bank can only list 99 per cent. of its shares on a
stock exchange, but all of them may be purchased by Foreign Investors outside Indonesia. The remaining
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1 per cent. must be held by Indonesian investors and cannot be listed. Under Indonesian law, Foreign
Investors outside Indonesia can only hold, directly or indirectly, a maximum of 20.0 per cent. of shares of
a private broadcasting institution.

Exchange Control

Indonesia has no foreign exchange controls. Foreign currency is generally freely transferable within or
from Indonesia. However, to maintain the stability of the lawful currency of Indonesia (the "Indonesia
Rupiah™ or "IDR") and to prevent the utilisation of the Indonesia Rupiah for speculative purposes by
non-residents, Bank Indonesia has introduced regulations to restrict the movement of Indonesia Rupiah to
a bank domiciled outside Indonesia or to an offshore branch of an Indonesian bank, or any investment in
Indonesia Rupiah denomination with foreign parties and/or Indonesian parties domiciled or permanently
residing outside Indonesia, thereby limiting offshore trading to existing sources of liquidity. In addition,
Bank Indonesia has the authority to request information and data concerning the foreign exchange
activities of all persons and legal entities that are domiciled, or plan to domicile, in Indonesia for at least
one year. Bank Indonesia regulations also require resident banks and companies to report to Bank
Indonesia all data concerning their foreign exchange activities, including (i) a report of trading
transactions of goods, services and other transactions, including all transactions made through domestic
banks, offshore banks, intercompany accounts and/or other facilities; and/or (ii) a report of the position of
their offshore assets and/or their liabilities to offshore.

Another Bank Indonesia regulation also stipulates that non-bank institutions, which are obliged to report
their foreign exchange traffic activities, are categorised as follows:

a. state-owned companies;

b. regional-owned companies having offshore loans;

c. non-bank financial institutions;

d. public companies;

e. companies engaging in the oil and gas sector;

f. companies having the activity of goods export/import;
g. companies engaging in the services sector;

h. foreign investment companies;

i private companies having offshore loans;
j. other entities having offshore loans; or

k. non-bank institutions which are not in criteria (a) — (j) above but have total assets or certain
revenues stipulated in a Bank Indonesia circular letter which is still yet to be issued.

Bank Indonesia provides certain limitations for Indonesian individuals, Indonesian legal entities
(excluding banks) and foreign parties for buying foreign currencies. Based on a Bank Indonesia
regulation, Indonesian individuals, Indonesian legal entities (excluding banks) and foreign parties can buy
foreign currencies using Rupiah from banks. However, if the purchase of foreign currencies exceeds
US$100,000 or its equivalent per month, such purchase would require some additional documentation.
Purchases of foreign currencies against IDR by a resident/non-resident of a value not exceeding
US$100,000 should be accompanied with a formal declaration with stamp duty signed, stating that the
foreign exchange purchase transaction against IDR does not exceed US$100,000 or its equivalent per
month across all banks in Indonesia. For purchases of foreign currencies against IDR above US$100,000
or its equivalent per month across all banks in Indonesia, documents evidencing the underlying
transaction, copy of tax identity (this does not apply for foreign parties) and declaration letter with stamp
duty signed declaring the validity of the underlying documents and that the underlying document only
entitles the purchase of foreign currency against IDR in the Indonesian banking system at the maximum
corresponding to the nominal amount of the underlying transaction should be submitted. "Foreign
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parties" include foreign citizens, foreign legal entities or institutions and Indonesian citizens having
permanent residence in other countries and that are not domiciled in Indonesia.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from Indonesian Rupiah into US dollars. Prospective investors in the Market
Access Securities should also understand that amounts payable under the Market Access Securities may
be converted from one currency into another currency. Therefore, the Market Access Securities are
subject to the risks of any investment in foreign currencies, including the risk that the general level of
foreign currency exchange rates may decline. The following is a list of some of the significant currency
related risks associated with an investment in the Market Access Securities. In addition, any dividends
that an Indonesian corporation may declare in the future will be denominated and payable in Indonesian
Rupiah and will be subject to risks from fluctuations in exchange rates if such amounts are converted into
US dollars.

Historical performance of the Indonesian Rupiah and the US dollar does not indicate the future
performance of such currencies. It is impossible to predict whether the value of either currency will fall
or rise during the term of the Market Access Securities.

Trading levels of the Indonesian Rupiah and the US dollar will be influenced by political, economic,
financial, market and other factors. It is impossible to predict what effect these factors will have on the
value of either currency and thus, the return on the Market Access Securities. The value of the
Indonesian Rupiah and the US dollar is a result of the supply of, and demand for, each currency and
changes in the foreign exchange rate may result from the many factors including economic, financial,
social and political conditions in Indonesia. These conditions include, for example, the overall growth
and performance of the economies of Indonesia, interest rate levels, the performance of the stock markets
in Indonesia, major natural disasters in Indonesia, and other foreseeable and unforeseeable events.

Taxation issues relating to dividend payments

To the extent that the Underlyings are shares, the taxation issues relating to dividend payment in
connection with such Underlyings are set out below. Dividends declared by an Indonesian public listed
company out of retained earnings and distributed to a non-Indonesian holder in respect of shares are
subject to Indonesian withholding tax, currently at the rate of 20.0 per cent., on the amount of distribution
(in the case of cash dividends) or on the shareholders' proportional share of the value of the distribution
(normally par value in the case of stock dividends). A lower tax rate provided under certain double
taxation treaties may be applicable. According to Regulation of the Director General of Tax No
PER-61/PJ/2009, starting 1 January 2010, to be able to benefit from tax treaty relief, the requirements that
must be complied are, among others, (i) the recipient of the income is a non-Indonesian resident taxpayer,
(ii) the recipient of the income must have submitted original Form of DGT-1 (for non-banking institution)
or DGT-2 (for banking institution and pension fund), acting as a Certificate of Tax Residency ("Tax
Certificate™) that is filled in by the recipient of the income and validated by the competent authority of
the country where the recipients are resident and (iii) the recipient of the income does not misuse the tax
treaty as set out in the provision on the prevention of misuse the tax treaty. A copy of the Tax Certificate
is to be submitted by the tax withholder to the appropriate Indonesian tax office that has jurisdiction over
the company at the latest by tax reporting submission deadline (i.e. the 20th of the following month after
the recipient receives the income).

Taxation issues relating to disposition of shares

To the extent that the Underlyings are shares, the taxation issues relating to disposition of shares in
connection with such Underlyings are set out below. Under Indonesian Income Tax Law, the sale of
unlisted shares by a non-Indonesian holder is subject to final Indonesian withholding tax, currently at the
rate of 20.0 per cent., on the estimated net income. In accordance with the Decree of the Ministry of
Finance No. 434/KMK.04/1999, effective 24 August 1999, the estimated net income for the sale of
unlisted shares is 25.0 per cent. of the sale price resulting in an effective final withholding tax rate of 5.0
per cent. of the sale price (irrespective of whether or not there is a profit on the sale of unlisted shares).
The obligation to withhold the final withholding tax lies with the buyer (if it is an Indonesian taxpayer) or
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the company (if the buyer is also a non-Indonesian holder). Exemption from the 5.0 per cent. final
withholding tax on the sale of unlisted shares may be available to non-resident sellers of shares depending
on the provisions of the applicable double taxation treaties. In order to benefit from the exemption under
the relevant double taxation treaty, the non-resident seller must provide a Tax Certificate to the buyer (or
the company if the buyer is a non-Indonesian holder).

Pursuant to Government Regulation No. 41 of 1994 regarding Income Tax on Income from Share Trading
Transactions on the Stock Exchange dated 23 December 1994 and its amendments in Government
Regulation No. 14 of 1997 dated 29 May 1997, the sale or transfer of shares that are listed on an
Indonesian stock exchange is subject to final withholding tax of 0.1 per cent. of the total amount of the
transaction value and should be withheld by such Indonesian stock exchange. An additional 0.5 per cent.
final tax (totalling a total tax of 0.6 per cent.) is imposed on the share value for the holding of the founder
shares (except for the founder shares of a mutual fund). The imposition of 0.5 per cent. withholding tax
will occur at the time of the initial public offering for shares traded on such Indonesian stock exchange on
or after 1 January 1997. The imposition of 0.5 per cent. withholding tax on the founder shares is not
compulsory. The tax regulations provide an option for the taxpayer, subject to reporting to the tax office
and the stock exchange, to elect to substitute the 0.5 per cent. additional final tax with the taxation of
actual capital gains (if any) resulting from the sale of the founder shares subject to the normal tax rates (a
flat rate of 25 per cent. for corporate taxpayers, or progressive rates with a maximum of 30.0 per cent. for
individual taxpayers). Currently, the tax regulations for listed shares do not contain any provision in
respect of treaty protections. In practice, the 0.1 per cent. final withholding tax is applied irrespective of
the fact that there may be treaty exemptions. Indonesian tax authorities have a general rule regarding
refunds, which may be used in case of an applicable treaty exemption.

Settlement

The settlement of transactions is carried out by the Central Depository. A further risk exists in delivery
versus payment settlement that settlement simply fails as the counterparty to an equity trade does not
deliver the Underlyings.

Japan

The Market Access Securities reflect the risks of a direct investment in Japanese equity, Japanese debt or
an index which references Japanese equities, as the case may be, by an investor outside Japan ("Foreign
Investor outside Japan™) who is subject to the same securities laws and rules and regulations of any
securities regulators, exchanges and self-regulating organisations as apply to the Issuer and/or its
Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of these risks are
described in the sections below.

Market Access

There are no substantial restrictions on the investment in Japanese shares, subject to certain requirements
set out below.

If an investor (regardless of its nationality or residence) acquires 5 per cent. or more of the voting rights
in a Japanese listed company, such investor is required to file a Significant Shareholding Report ("SSR")
with the Chief of the Kanto Local Finance Bureau within five business days after the date of acquisition.
A filed SSR will be disclosed to the public for a period of five years from the date of filing. Once a SSR
is filed, the investor is required to file an amendment report each time there is an increase or decrease in
its shareholding by 1 per cent. or more. Failure to file a SSR would not render the transaction void,
however, the investor (in the case of a corporation) may be subject to a fine of up to 500 million Japanese
Yen.

In addition, if, as a result of the investment, a non-Japanese resident (any person resident outside Japan,
including any corporation or other entity organised under laws other than Japanese law) ("Non-Japanese
Resident™) becomes an owner of 10 per cent. or more of the issued shares in a Japanese listed company,
such Non-Japanese Resident is required to make a filing with the Bank of Japan under the Foreign
Exchange and Foreign Trade Act of Japan ("Foreign Exchange Act"). Depending on the industry in
which the target company operates (such as industries relating to weapons, aircraft, satellites, reactors and
nuclear fuel material), such filing may be required in advance of the contemplated transaction, which
entails a waiting period of thirty days (normally reduced to two weeks). In most cases, however, a filing
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is required within fifteen days after the end of the month in which the transaction is completed. It is
prohibited under Japanese law for non-Japanese nationals (including any corporation or other entity
organised under laws other than Japanese law) to hold over one-third of the shares of a Japanese aviation
company or Nippon Telegraph and Telephone Corporation. Similarly, it is prohibited under Japanese law
for non-Japanese nationals to hold over one-fifth of the shares of a Japanese broadcasting company.

To the extent the Underlyings are bonds issued by a Japanese company (other than those issued by public
offering), such Non-Japanese Resident who acquires the bonds might be required to make a filing with
the Bank of Japan under the Foreign Exchange Act after the acquisition in certain circumstances.

As these requirements relate to direct investment in a Japanese corporation, they do not apply to a MAS
Holder so long as amounts payable in respect of the Market Access Securities are paid by a cash payment.
However, if the Issuer and/or its Affiliate, as a direct investor in a Japanese corporation, fails to comply
with any of these requirements, and is fined or forced to pay damages, its ability to settle the transaction
in respect of the Market Access Securities may be seriously compromised.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from Japanese Yen into US dollars. Prospective investors in the Market
Access Securities should also understand that amounts payable under the Market Access Securities may
be converted from one currency into another currency. Therefore, the Market Access Securities are
subject to the same risks as any investment in foreign currencies, including the risk that the general level
of foreign currency exchange rates may decline. The following is a list of some of the significant
currency related risks associated with an investment in the Market Access Securities. In addition, any
dividends that a Japanese corporation may declare in the future will be denominated and payable in
Japanese Yen and will be subject to risks from fluctuations in exchange rates if such amounts are
converted into US dollars.

Historical performance of the Japanese Yen and the US dollar does not indicate the future performance of
such currencies. It is impossible to predict whether the value of either currency will fall or rise during the
term of the Market Access Securities.

Trading levels of the Japanese Yen and the US dollar will be influenced by political, economic, financial,
market and other factors. It is impossible to predict what effect these factors will have on the value of
either currency and thus, the return on the Market Access Securities.

The value of the Japanese Yen and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in Japan and the United States. These
conditions include, for example, the overall growth and performance of the economies of the United
States and Japan, the trade and current account balance between the United States and Japan, market
interventions by the Federal Reserve Board of the United States or the Bank of Japan, inflation, interest
rate levels, the performance of the stock markets in the United States and Japan, the stability of the United
States' and Japan's governments and banking systems, wars in which the United States and Japan are
directly or indirectly involved or that occur anywhere in the world, major natural disasters in the United
States and Japan, and other foreseeable and unforeseeable events.

Certain relevant information relating to Japan may not be as well known or as rapidly or thoroughly
reported in the United States as comparable to developments in the United States. Prospective purchasers
of the Market Access Securities should be aware of the possible lack of availability of important
information that can affect the value of the Japanese Yen in relation to the US dollar and must be
prepared to make special efforts to obtain such information on a timely basis.

Timing issues concerning dividend or coupon payments

To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. The investors (who owned the Market
Access Securities immediately prior to the ex-dividend/coupon date) may be entitled to receive amounts
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reflecting the dividends or coupons some time after the dividend or coupon is announced or paid if
payment of the dividend or coupon, or the receipt thereof by a Foreign Investor outside Japan or any other
person, is delayed for whatever reason. The amount paid to the investors shall be the net dividend or
coupon amount after conversion of such amount into the relevant Settlement Currency and after the
deduction of all conversion, transfer and other costs and expenses in connection therewith, as determined
by the Issuer in its sole and absolute discretion. Also, adjustments for dividends or coupons may be
calculated with reference to any taxation charged in respect of such dividends or coupons.

In relation to shares, there are further timing issues concerning dividend payments set out below. Under
the Japanese Companies Act (Law No. 86 of 2005) (the "Japanese Companies Act"), distribution of
dividends must be approved by the shareholders at a general meeting unless the articles of incorporation
of the company provide that the board of directors should have such authority and the company meets
certain conditions under the Japanese Companies Act. In addition, the board of directors of a company
may approve payment of interim dividends once in a business year if so provided in the articles of
incorporation.

Distribution of dividends is only permitted utilising the distributable amount (bunpai kanou gaku) defined
under the Japanese Companies Act (the "Distributable Amount™) as of the effective date which is
roughly calculated by deducting (i) the amount to be set aside for creditors and (ii) the decrease in surplus
since the last day of the most recent fiscal period from (iii) the amount of surplus as of the last day of the
most recent fiscal period, and adding (iv) the increase in surplus since the last day of the most recent
fiscal period provided that the creditors of the company were given the opportunity to raise objections
against such amount in accordance with the Japanese Companies Act, and further provided that the net
assets of the company are not below JPY3 million. A shareholder or board resolution approving
distribution of dividends in excess of the Distributable Amount is not valid, therefore, the company may
demand that the shareholders return the entire amount equivalent to the book value of cash or other assets
received based on such resolution, and the creditors of the company may also demand payment against
the shareholders to the extent of their debts owed by the company.

Typically, where a record date is specified in the articles of incorporation of a company, dividends are
paid to the shareholders whose names appear on the company's shareholder register as of the record date
on the dividend payment date to be designated at a shareholders' meeting (or board meeting where
applicable). In general, dividends are distributed and paid to shareholders in proportion to the number of
shares held by each shareholder. Cash or other assets (typically, shares) may be paid as dividends (except
in the case of interim dividends which are only allowed to be paid in cash), however, payment of
dividends in assets other than cash generally requires shareholders' approval by a special majority
resolution.

Taxation issues concerning investment in listed shares in Japan

To the extent that the Underlyings are shares, the taxation issues concerning investment in listed
securities in connection with such Underlyings are set out below. Generally speaking, similar to a
company resident in Japan, a corporation classified as a Non-Japanese Resident is subject to Japanese
corporation tax if they are trading in Japan through a permanent establishment (e.g. a branch or a
dependent agency) ("PE™). Under Japanese tax law, a Non-Japanese Resident corporation not having a
PE in Japan would not be subject to corporation tax in Japan except for certain cases such as capital gains
on the sale of real estate in Japan or on the sale of certain other assets including certain shares (as
described in the paragraph below), income from the operation or retention of assets situated in Japan,
income from certain services provided in Japan and rental income from real estate in Japan.
Japanese-sourced income paid to a Non-Japanese Resident corporation will, however, be subject to
withholding tax in Japan in a number of situations.

Among others, capital gains on a sale of the following shares by a Non-Japanese Resident corporation
without a PE in Japan is treated as Japanese-sourced income, and will be subject to corporation tax at a
rate of 30 per cent.:

0] shares in a Japanese company if the Non-Japanese Resident and/or its related persons own 25 per
cent. or more of the outstanding shares at any time during the past three years including the year
of sale and 5 per cent. or more of the outstanding shares held by such Non-Japanese Resident
and/or its related persons are sold in the current year; or
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(ii) shares in a company with 50 per cent. or more of its total property consisting of real estate
located in Japan on a fair market value basis, if such Non-Japanese Resident and/or its related
persons own more than 5 per cent. of (in the case of listed shares) or 2 per cent. (in the case of
unlisted shares) of the outstanding shares.

Dividends paid by listed Japanese companies to Non-Japanese Residents are subject to withholding tax at
a general rate of 15 per cent., which is presently reduced to 7.147 per cent. until 31 December 2013, and
thereafter increased to 15.315 per cent. from 1 January 2014 to 1 January 2037. However, such reduced
rates do not apply to an individual investor owning 3 per cent. or more of the outstanding shares of a
listed company.

The execution of a transfer agreement in respect of listed shares in Japan is not subject to stamp duty.
The description above could be changed under applicable tax treaties.
Settlement

As the Market Access Securities will not be traded on any Japanese stock exchange, there is no risk in
relation to any specific settlement mechanism or trading rules with respect to the Market Access
Securities. However, there is a general risk that, at the time of exercise of the Market Access Securities,
the Issuer may not have sufficient funds to settle the proposed trade. Further, settlement may not occur if
the counterparty to a share transaction involving the Japanese underlying shares fails to deliver the shares
to the Issuer as contemplated although a person who does not have or own the title in the securities it
proposes to sell is generally prohibited from carrying out the transaction (whether directly or by using a
broker) under the Financial Instruments and Exchange Act of Japan (Law No. 25 of 1948, as amended).

Korea

The Market Access Securities reflect the risks of a direct investment in Korean equity, Korean debt or an
index which references Korean equity, as the case may be, by a foreign investor eligible under the
Securities Regulations (as defined below) to trade listed securities in the Korean securities markets
("Foreign Investor outside Korea") who is subject to the same securities-related laws and rules and
regulations of any securities-related regulators, exchanges and self-regulating organisations as apply to
the Issuer and/or its Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of
these risks are described in the sections below.

Korean foreign exchange and securities regulation in general

The Foreign Exchange Transaction Law of Korea and its Presidential Decree and the regulations under
such Law and Decree (collectively, the "Foreign Exchange Transaction Laws") regulate the investment
in Korean securities by Foreign Investors outside Korea as non-residents (as defined under the Foreign
Exchange Transaction Laws) ("Non-Korean Residents") and the issuance of securities outside of Korea
by Korean companies. Non-Korean Residents may invest in Korean securities pursuant to the Foreign
Exchange Transaction Laws. The Financial Services Commission of Korea ("FSC") has also adopted,
pursuant to its authority under the Korean Financial Investment Services and Capital Markets Act
("FSCMA") and its Presidential Decree, certain regulations (collectively, the "Securities Regulations™)
that restrict investment by Foreign Investors outside Korea in Korean securities and regulate the issuance
of securities outside of Korea by Korean companies.

Under the Foreign Exchange Transaction Laws, (1) if the Minister of Strategy and Finance ("MOSF") in
its discretion deems it inevitable following the outbreak of natural calamities, wars, conflict of arms or
due to grave and sudden changes in domestic or foreign economic circumstances or other situations
equivalent thereto, it may temporarily suspend payment, receipt, or the performance of obligations
relating to the whole or a part of, the transactions to which the Foreign Exchange Transaction Laws apply,
or impose an obligation to safe-keep, deposit or sell means of payment or jewellery in or to the Bank of
Korea, certain Korean governmental agencies, the Foreign Exchange Equalisation Fund or financial
institutions; and (2) if the MOSF deems that international balance of payments and international finance
are confronted or are likely to be confronted with serious difficulty, or the movement of capital between
Korea and abroad brings or is likely to bring on serious obstacles in carrying out currency policies,
exchange rate policies and other macroeconomic policies, it may take measures to require any person who
intends to perform capital transactions to obtain permission or to require any person who performs capital
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transactions to deposit part of the means of payment acquired in such transactions in the Bank of Korea,
the Foreign Exchange Equalisation Fund or financial institutions, and in each case of (1) and (2), subject
to certain limitations thereunder.

Filing with Korean government in connection with the issuance of Market Access Securities

In order for the Issuer to issue Market Access Securities linked to the lawful currency of Korea (the
"Korean Won"), the Issuer is required to file a prior report of the issuance with the MOSF. In addition,
the Issuer is also required to submit a report to the MOSF upon receipt of the full proceeds from the
offering of the Market Access Securities promptly after the issuance of the Market Access Securities.
Unless and until the MOSF accepts the prior report, the issuance of the Market Access Securities is not
permitted. If the Issuer issues the Market Access Securities without such prior report being filed and
accepted, it may be subject to criminal penalties and administrative sanctions. No further Korean
governmental approval is necessary for the initial offering and issuance of the Market Access Securities.

Restrictions applicable to securities transactions

As a result of the amendments to the foreign exchange related laws and the securities related laws adopted
in connection with the stock market opening to foreign investors in January 1992, Foreign Investors
outside Korea may invest, with certain exceptions and subject to certain procedural requirements, in the
securities of all Korean companies, whether or not listed on the Korea Exchange ("KRX"), unless
prohibited by specific laws. Foreign Investors outside Korea may trade securities listed on the KRX only
through the KRX, except in limited circumstances, including:

. odd-lot trading of shares;

. acquisition of shares by exercise of rights under convertible bonds, bonds with warrants,
exchangeable bonds, depositary receipts, secondary depositary receipts or any other similar
securities or certificates issued outside of Korea by a Korean company (collective, the
"Securities outside Korea");

. acquisitions of shares by exercise of rights under convertible bonds, bonds with warrants,
exchangeable bonds or stock options;

. acquisition of shares by foreign companies as a result of merger;

. acquisition of shares as a result of inheritance, donation, bequest or exercise of shareholders'
rights, including pre-emptive rights or rights to participate in free distributions and receive
dividends;

. over-the-counter transactions between foreigners of shares of designated public corporations (as

defined below) for which the ceiling on aggregate acquisition by foreigners, as explained below,
has been reached or exceeded;

o shares acquired by way of the foreign investment under Article 2, Paragraph 1, Subparagraph
4(Ga) of the Foreign Investment Promotion Act of Korea and/or the disposal of such shares by
the investors;

. disposal of shares pursuant to the exercise of appraisal rights of dissenting shareholders;
. the acquisition or disposal of shares in connection with a tender offer pursuant to FSCMA,
. the acquisition of underlying shares by a foreign depositary in connection with the issuance of

depositary receipts or secondary depositary receipts;

o the trading of listed bonds with an investment trader as the counterparty to a transaction with or
through the brokerage of an investment broker; and

. margin transactions intermediated by the Korea Securities Depositary, securities finance
companies or investment brokers; provided, that, as for the shares of designated public
corporations (as defined below), this exception is limited only to margin transactions between
foreigners.
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For over-the-counter transactions between Foreign Investors outside Korea of shares of designated public
corporations (as defined below) with respect to which the limit on aggregate foreign ownership, as
explained below, has been reached or exceeded, an investment broker licensed in Korea must act as an
intermediary. Odd-lot trading of shares outside the KRX must involve an investment dealer licensed in
Korea as the other party.

The Presidential Decree of FSCMA and Securities Regulations require a Foreign Investor outside Korea
who wishes to invest in securities listed on the KRX (including securities being publicly offered or sold in
order to be listed on the KRX) to register its identity with the Financial Supervisory Service ("FSS") prior
to making any such investment unless it has previously registered. However, such registration
requirement does not apply to Foreign Investors outside Korea who (i) acquire shares by exercise of
rights under the Securities outside Korea with the intention of selling such shares within three (3) months
from the date of acquisition thereof or (ii) acquire or dispose of government bonds or monetary
stabilisation bonds through an account opened in the Korea Securities Depository in the name of an
international depository and clearing organisation that has completed the registration of investment
(provided, however, that excluded herefrom are cases where the obligation to report is waived, in the
manner prescribed by the Governor of the FSS, the details of bonds traded by a foreigner through an
international depository and clearing organisation that has completed the registration of investment in its
name). Upon registration, the FSS will issue to the Foreign Investor outside Korea an investment
registration card which must be presented each time the Foreign Investor outside Korea opens a brokerage
account with an investment broker or investment dealer ("Investment Registration Card™). Foreign
Investors outside Korea eligible to obtain an Investment Registration Card include foreign nationals who
have not been residing in Korea for a consecutive period of six (6) months or more, foreign governments,
foreign municipal authorities, foreign public institutions, corporations incorporated under foreign laws,
international organisations designated by the Presidential Decree of FSCMA and any other person
including foreign entities located abroad designated by the Presidential Decree of FSCMA. The offices
of a foreign corporation in Korea are not subject to investment registration and treated as Korean
nationals, unlike the offices of the corporation outside Korea for the purpose of investment registration.
However, a foreign financial institution or a foreign depositary issuing depositary receipts or secondary
depositary receipts may obtain one or more Investment Registration Cards in its name in certain
circumstances as described in the relevant regulations.

Upon a purchase of securities by a Foreign Investor outside Korea through the KRX, no separate report
by the Foreign Investor outside Korea is required because the Investment Registration Card system is
designed to control and oversee foreign investment through a computer system. However, an acquisition
or sale of securities listed on the KRX outside the KRX (as discussed above) by a Foreign Investor
outside Korea must be reported by the Foreign Investor outside Korea or his standing proxy to the
Governor of the FSS ("FSS Governor") at the time of each such acquisition or sale provided, however,
that a Foreign Investor outside Korea must ensure that any acquisition or sale by it of securities listed on
the KRX outside the KRX, in the case of trades in connection with a tender offer, odd-lot trading of
shares, trades between foreigners of shares of designated public corporations (as defined below) for which
the aggregate foreign ownership limit, as explained below, has been reached or exceeded, acquisition of
underlying shares by a foreign depositary in connection with the issuance of depositary receipts or
secondary depositary receipts, trading of listed bonds with an investment trader as the counterparty to a
transaction with or through the brokerage of an investment broker or margin transactions mediated by the
Korea Securities Depositary, securities finance companies or investment brokers (provided that, as for
the shares of designated public corporations, as defined below, the exception is limited only to margin
transactions between foreigners), is reported to the FSS Governor by the relevant investment dealer,
investment broker, Korea Securities Depositary or securities finance company engaged to facilitate such
transaction. A Foreign Investor outside Korea may appoint one or more standing proxies from among the
Korea Securities Depository, foreign exchange banks, investment dealers, investment brokers, collective
investment business entities and certain foreign custodians specified in the Securities Regulations to
exercise shareholders' right, place an order to sell or purchase securities or perform any matter related to
the foregoing activities if the Foreign Investor outside Korea does not perform these activities himself.
However, a Foreign Investor outside Korea may be exempted from complying with these standing proxy
rules with the approval of the FSS Governor in cases deemed inevitable by reason of conflict between the
laws of Korea and that of the home country of such Foreign Investor outside Korea.

Securities of Korean companies acquired by a Foreign Investor outside Korea must be kept in custody
with an eligible custodian. Only the Korea Securities Depository, foreign exchange banks, investment
dealers, investment brokers, collective investment business entities and certain foreign custodians
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specified in the Securities Regulations are eligible to act as a custodian of securities for a Foreign Investor
outside Korea. The custodian of a Foreign Investor outside Korea must deposit such securities with the
Korea Securities Depository. However, the custodian of a Foreign Investor outside Korea may be exempt
from complying with this deposit requirement with the approval of the FSS Governor in circumstances
where the incompliance thereof is inevitable, including where such compliance would contravene the
laws of the home country of such Foreign Investor outside Korea.

Under the Securities Regulations, with certain exceptions, Foreign Investors outside Korea may acquire
shares of a Korean company without being subject to any foreign investment ceiling. As one such
exception, designated public corporations are subject to a 40 per cent. ceiling on the acquisition of shares
by Foreign Investors outside Korea in the aggregate. Designated public corporations may set a ceiling on
the acquisition of shares by a single foreign person within 3 per cent. of the total number of shares in their
articles of incorporation. Of the Korean companies listed on the KRX, only Korea Electric Power
Corporation has been so designated. Furthermore, an investment by a Foreign Investor outside Korea of
not less than KRW 100 million of investment amount and not less than 10 per cent. of the outstanding
voting shares of a Korean company is defined as a "foreign investment" under Article 2, Paragraph 1,
Subparagraph 4(Ga) of the Foreign Investment Promotion Act and Article 2, Paragraph 2, Subparagraph 1
of its Presidential Decree, which is in general, subject to reporting to, and acceptance by, the Minister of
Knowledge Economy which delegates its authority to the president of foreign exchange banks or the
president of the Korea Trade-Investment Promotion Agency under Decree of the Ministry of Knowledge
Economy. The acquisition of shares of a Korean company by a Foreign Investor outside Korea may also
be subject to certain foreign shareholding restrictions in the event that such restrictions are prescribed in
each specific law which regulates the business of such Korean company.

Under the Foreign Exchange Transaction Laws, a Foreign Investor outside Korea who intends to acquire
securities must open a foreign currency account and a Korean Won account exclusively for investments at
a foreign exchange bank in Korea. No approval is required for remittance into Korea and deposit of
foreign currency funds in the foreign currency account. Foreign currency funds may be transferred from
foreign currency account at the time required to place a deposit for, or settle the purchase price of a
securities purchase transaction, to a Korean Won trading account opened with an investment broker or an
investment dealer. Funds in the foreign currency account may be remitted abroad without any
governmental approval.

Dividends on shares are paid in Korean Won. No governmental approval is required for Foreign
Investors outside Korea to receive dividends on shares or the Korean Won proceeds of the sale of
securities to be paid, received and retained in Korea. Dividends paid on shares and the Korean Won
proceeds of the sale of securities held by a Foreign Investor outside Korea must be deposited either in a
Korean Won trading account with the investor's investment broker or investment dealer or his Korean
Won account at a foreign exchange bank. Funds in the investor's Korean Won account at a foreign
exchange bank may be transferred to his foreign currency account or withdrawn for local living expenses
up to certain limitations. Funds in the Korean Won account at a foreign exchange bank may also be used
for future investment in securities or for payment of the subscription price of new shares obtained through
the exercise of pre-emptive right.

Investment brokers and investment dealers are allowed to open foreign currency accounts with foreign
exchange banks exclusively for accommodating securities investments of Foreign Investors outside Korea
in Korea. Through these accounts, investment brokers and investment dealers may enter into foreign
exchange transactions on a limited basis, such as conversion of foreign currency funds and Korean Won
funds, either as a counterparty to or on behalf of Foreign Investors outside Korea, without the investors
having to open their own accounts with foreign exchange banks.

Market access

The investor in the Market Access Securities will be subjected to the effect of equivalent restrictions and
controls to those imposed on Foreign Investors outside Korea generally, as determined by the Calculation
Agent. These include limitations on the number of Korean Underlyings in respect of which the investor
is expecting to receive an economic return, potential delays or even non-receipt of funds on sale of the
Market Access Securities, taxes and charges generally levied on Foreign Investors outside Korea in
buying and selling equity and limitations on the importation and withdrawal of funds. Payments to MAS
Holders calculated by reference to the price of a disposal of Korean Underlyings will not be due unless or
until the proceeds of disposal would have been received by a Foreign Investor outside Korea.
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If Foreign Investors outside Korea become unable to invest directly in or alternatively hold equities or
Foreign Investors outside Korea are not allowed to sell or receive proceeds from the sale of such equities
the Market Access Securities may, in the worst case, become worthless.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from Korean Won into US dollars or calculated by reference to hedge
positions that may be denominated in Korean Won and will be converted into US dollars, as the case may
be. Prospective investors in the Market Access Securities should also understand that amounts payable
under the Market Access Securities may be converted from one currency into another currency.
Therefore, the Market Access Securities are subject to the risks of any investment in foreign currencies,
including the risk that the general level of foreign currency exchange rates may decline. The following is
a list of some of the significant currency related risks associated with an investment in the Market Access
Securities.

Historical performance of the Korean Won and the US dollar does not indicate the future performance of
such currencies. It is impossible to predict whether the value of either currency will fall or rise during the
term of the Market Access Securities.

Trading levels of the Korean Won and the US dollar will be influenced by political, economic, financial,
market and other factors. It is impossible to predict what effect these factors will have on the value of
either currency and thus, the return on the Market Access Securities.

The value of the Korean Won and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in Korea and the United States. These
conditions include, for example, the overall growth and performance of the economies of the United
States and Korea, the trade and current account balance between the United States and Korea, market
interventions by the Federal Reserve Board of the United States or the Bank of Korea, inflation, interest
rate levels, the performance of the stock markets in the United States and Korea, the stability of the
United States' and Korea's governments and banking systems, wars in which the United States' and Korea
are directly or indirectly involved or that occur anywhere in the world, major natural disasters in the
United States and Korea, and other foreseeable and unforeseeable events.

Certain relevant information relating to Korea may not be as well known or as rapidly or thoroughly
reported in the United States as comparable to developments in the United States. Prospective purchasers
of the Market Access Securities should be aware of the possible lack of availability of important
information that can affect the value of the Korean Won in relation to the US dollar and must be prepared
to make special efforts to obtain such information on a timely basis.

Governments, including those of the United States and Korea use a variety of techniques, such as
intervention by their central bank or imposition of regulatory controls or taxes, to affect the exchange
rates of their respective currencies. Governments may also issue a new currency to replace an existing
currency or alter the exchange rate or relative exchange characteristics by devaluation or revaluation of a
currency. A special risk in purchasing the Market Access Securities is therefore that their liquidity,
trading value and amounts payable could be affected by the actions of sovereign governments which
could change or interfere with theretofore freely determined currency valuation, fluctuations in response
to other market forces and the movement of currencies across borders. There may be adjustments or
changes in the terms of the Market Access Securities in the event of impositions of restrictions,
prohibition (such as exchange controls) or delaying of the exchange of the Korean Won into the US
dollar. Such events may also cause the Issuer to terminate the Market Access Securities early.

Risks Relating to Korea

If economic conditions in Korea deteriorate, the price of the Market Access Securities could be materially
and adversely affected. The price of the Underlyings of the Market Access Securities is subject to
political, economic, legal and regulatory risks specific to Korea. The economic indicators in Korea in
recent years have shown mixed signs, and future growth of the Korean economy is subject to many
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factors beyond the Issuer's control. Developments that could have an adverse impact on Korea's economy
include:

. financial problems or lack of progress in restructuring of Korean conglomerates, other large
troubled companies, their suppliers or the financial sector;

. loss of investor confidence arising from corporate accounting irregularities and corporate
governance;

. issues of certain Korean conglomerates;

. a slowdown in consumer spending and the overall economy;

o adverse changes or volatility in foreign currency reserve levels, commodity prices, exchange

rates, interest rates or stock markets;

. adverse developments in the economies of countries that are important export markets for Korea,
such as the United States, Japan and PRC, or in emerging market economies in Asia or elsewhere;

. the continued emergence of the PRC economy, to the extent its benefits (such as increased
exports to PRC) are outweighed by its costs (such as competition in export markets or for foreign
investment and the relocation of the manufacturing base from Korea to PRC);

. the economic impact of any pending or future free trade agreements, including the Free Trade
Agreement recently entered into with the United States;

. social and labour unrest;
. substantial decrease in the market price of Korean real estate;
o a decrease in tax revenues and a substantial increase in the Korean government's expenditures for

unemployment compensation and other social programmes that, together, would lead to an
increased government budget deficit;

. deterioration in economic or diplomatic relations between Korea and its trading partners or allies,
including deterioration resulting from trade disputes or disagreements in foreign policy;

. political uncertainty or increasing strife among or within political parties in Korea; and

. an increase in the level of tension or an outbreak of hostilities between North Korea and Korea or
the United States.

Escalations in tensions with North Korea could have an adverse effect on the price of the Underlyings.
Relations between Korea and North Korea have been tense throughout Korea's modern history. The level
of tension between the two Koreas has fluctuated and may increase abruptly as a result of current and
future events.

There can be no assurance that the level of tension on the Korean peninsula will not escalate in the future.
Any further increase in tension, including a breakdown of high-level contacts between Korea and North
Korea or occurrence of military hostilities, could have a material adverse effect on the value of the
Underlyings and the Market Access Securities.

There are special risks involved with investing in securities of Korean companies, including accounting
and corporate disclosure standards that differ from those in other jurisdictions. As the Underlyings or the
constituents of the Underlyings, as the case may be, are shares in Korean companies, there are risks
associated with investing in them that are not typical for investments in securities of other countries'
companies.

Timing issues concerning dividend or coupon payments

To the extent that the Underlyings are shares and bonds, the timing issues concerning dividend payments
in connection with the Underlyings are set out below. In the case of warrants, the investors (who owned
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the Market Access Securities immediately prior to the ex-dividend/coupon date) may be entitled to
receive amounts reflecting the dividends or coupons some time after the dividend or coupon is announced
or paid if payment of the dividends or coupons, or the receipt thereof by a Foreign Investor outside Korea
or any other person, is delayed for whatever reason. The amount paid to the investors shall be the net
dividend or coupon amount after conversion of such amount into the relevant Settlement Currency and
after the deduction of all conversion, transfer and other costs and expenses incurred in connection
therewith, as determined by the Issuer in its sole and absolute discretion. Also, adjustments for dividends
or coupons may be calculated with reference to any taxation charged in respect of such dividends or
coupons.

Taxation issues concerning investment in the Market Access Securities and listed securities in Korea

To the extent that the Underlyings are shares and bonds, the taxation issues concerning investment in the
Market Access Securities and listed securities in Korea in connection with the Underlyings are set out
below. The following summary of Korean tax considerations applies to Foreign Investors outside Korea
who are:

(@) Non-Korean Residents;

(b) not corporations having its head office, principal place of business, or place of effective
management in Korea; or

(c) not engaged in a trade or business in Korea through a permanent establishment or a fixed base to
which the relevant income is attributable or with which the relevant income is effectively
connected,

each such Foreign Investor outside Korea, a "Foreign Tax Person™.

Since the Market Access Securities are not themselves securities issued by a Korean corporation nor
listed on the KRX, the transfer of the Market Access Securities, which does not involve the transfer of the
Underlyings, shall not be subject to Korean taxation.

The following would nevertheless apply to a holder of Underlyings such as the Foreign Investor outside
Korea holding shares and bonds in connection with any arrangement established for the purposes of
hedging the Issuer's obligations under the Market Access Securities.

Under the current Korean tax law, interest and premiums on bonds earned by Foreign Tax Persons are
subject to Korean withholding tax at the rate of 15.4 per cent. (inclusive of local income surtax), unless
exempted by relevant laws or reduced under the applicable Korean tax treaty with the Foreign Tax
Person's country of tax residence (if any), as described below.

Under the current Korean tax law, dividends earned by Foreign Tax Persons are subject to Korean
withholding tax at the rate of 22 per cent. (inclusive of local income surtax), unless otherwise reduced
under the applicable Korean tax treaty with the Foreign Tax Person's country of tax residence (if any), as
described below.

As a general rule, capital gains earned by Foreign Tax Persons upon the transfer of shares or bonds,
whether or not listed on the KRX, are subject to Korean withholding tax at the lower of (I) 11 per cent.
(inclusive of local income surtax) of the gross proceeds realised or (2) subject to the production of
satisfactory evidence of acquisition costs and certain direct transaction costs of the shares or bonds, 22 per
cent. (inclusive of local income surtax) of the net realised gain, unless exempted from Korean income
taxation under the applicable Korean tax treaty with the Foreign Tax Person's country of tax residence as
described below. Even if a Foreign Tax Person does not qualify for an exemption under a tax treaty, it
will not be subject to the foregoing withholding tax on capital gains if it qualifies under the relevant
Korean domestic tax law exemptions. In this regard, a Foreign Tax Person will not be subject to Korean
taxation on capital gains realized upon the transfer of bonds to non-residents (unless the transfer is to the
non-resident's permanent establishment in Korea). Furthermore, a Foreign Tax Person will not be subject
to Korean income taxation on capital gains realised upon the transfer of shares through the KRX if it: (1)
has no permanent establishment in Korea; and (2) did not own or has not owned (together with any shares
owned by any entity with which it has a certain special relationship) 25 per cent. or more of the total
issued and outstanding shares at any time during the calendar year in which the sale occurs and during the
five calendar years prior to the calendar year in which the sale occurs.
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Korea has entered into a number of income tax treaties with other countries (including the United States),
which would reduce Korean withholding tax on dividends and interest and exempt Korean withholding
tax on capital gains on transfer of shares or bonds. For example, under the Korea-United States income
tax treaty, a reduced withholding tax at the rate of 13.2 per cent. (inclusive of local income surtax) on
interest and 11 per cent. or 16.5 per cent. (inclusive of local income surtax) on dividends and an
exemption from Korean withholding tax on capital gains are available to residents of the United States
that are beneficial owners of the relevant capital gains, subject to certain exceptions.

In order to obtain the exemption under a tax treaty, a Foreign Tax Person must submit an application for
exemption together with a certificate of residence issued by a competent tax authority of the Foreign Tax
Person's country of residence prior to the receipt of proceeds. Such application should be submitted to the
relevant tax office by 9th day of the month following the date of its first payment of proceeds.
Furthermore, effective from 1 July 2012, a Foreign Tax Person who earns income sourced from Korea is
required to submit to a withholding obligor an application for entitlement to reduced tax rate to be subject
to taxes at the reduced tax rate under the relevant tax treaty. In this case, if Korean sourced income is paid
through an overseas investment vehicle, such overseas investment vehicle shall submit to the withholding
obligor, a report of overseas investment vehicle, together with an application for entitlement to reduced
tax rate received from beneficial owners, subject to certain exceptions.

Where the Foreign Tax Person is a private person, if he or she dies while holding a security or donates a
security, his or her heir or done (or in certain circumstances, the Foreign Tax Person as the donor) will be
subject to Korean inheritance or gift tax at the rate of 10 per cent. to 50 per cent., provided that the value
of the securities is greater than a specified amount. Under Korean inheritance and gift tax laws, securities
issued by a Korean corporation are deemed to be located in Korea irrespective of where they are
physically located or by whom they are owned. At present, Korea has not entered into any tax treaty
relating to inheritance or gift taxes.

If a Foreign Tax Person transfers shares on the KRX KOSPI Market, it will be subject to securities
transaction tax at the rate of 0.15 per cent. and an agriculture and fishery special surtax at the rate of 0.15
per cent. of the sale price of the shares. If a Foreign Tax Person transfers shares on the KRX KOSDAQ
market, it will be subject to securities transaction tax at the rate of 0.3 per cent. and will not be subject to
an agriculture and fishery special surtax. If the transfer of shares is not made on the KRX, subject to
certain exceptions, a Foreign Tax Person will be subject to securities transaction tax at the rate of 0.5 per
cent. and will not be subject to an agriculture and fishery special surtax. In principle, the securities
transaction tax, if applicable, must be paid by the transferor of the shares. When the transfer is effected
through the Korea Securities Depository, the Korea Securities Depository is generally required to
withhold and pay the tax to the tax authorities. When such transfer is made through an investment dealer
or investment broker only, such investment broker or investment dealer is required to withhold and pay
the tax. Where the transfer is effected by a Foreign Tax Person without a permanent establishment in
Korea, other than through the Korea Securities Depository, an investment dealer or an investment broker,
the transferee is required to withhold the securities transaction tax. No securities transaction tax or
agriculture and fishery special surtax is payable on the transfer of the bonds.

Malaysia

The Market Access Securities reflect the risks of a direct investment in Malaysian equity, Malaysian debt
or an index which references Malaysian equity, as the case may be, by an investor outside Malaysia
("Foreign Investor outside Malaysia") who is subject to the same securities laws and rules and
regulations of any securities regulators, exchanges and self-regulating organisations as apply to the Issuer
and/or its Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of these
risks are described in the sections below.

Potential Market Access Risk for the Issuer

There is no legislation in Malaysia prohibiting foreign ownership of equity in Malaysian companies.
Foreign organisations and individuals can generally invest directly in Malaysian equity. However, the
Economic Planning Unit of the Prime Minister's Department ("EPU") has issued guidelines which
stipulate that the specific approval of the EPU is required for, inter alia, the acquisition of shares in a
company that has real property representing more than 50 per cent. of its assets and where the value of
such real property is more than RM20 million, which acquisition will result in a change of control of the
company from Bumiputera interests and/or governmental agencies.
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The guidelines issued by the EPU are not law and are a reflection of governmental policy only. While
there are no legal sanctions against non-compliance, the guidelines are usually enforced administratively
through government departments which generally conform to the views of the EPU.

Additionally, it should be noted that in certain instances, the operations of a local company or business in
Malaysia may require certain licences, permits or other governmental approvals for its business
operations, and the relevant Malaysian governmental or regulatory authority may require or stipulate
certain equity conditions which may restrict the level of foreign ownership of equity in such company or
business.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from the lawful currency of Malaysia (the "Malaysian Ringgit" or "MYR")
into US dollars or calculated by reference to hedge positions that may be denominated in Malaysian
Ringgit and will be converted into US dollars, as the case may be. Prospective investors in the Market
Access Securities should also understand that amounts payable under the Market Access Securities may
be converted from one currency into another currency. Therefore, the Market Access Securities are
subject to the risks of any investment in foreign currencies, including the risk that the general level of
foreign currency exchange rates may decline. Such risks generally depend on economic and political
events over which the Issuer has no control.

Malaysia has imposed from time to time, and may in the future impose or modify, exchange controls that
could affect the exchange rate of the Malaysian Ringgit.

Historical performance of the Malaysian Ringgit and the US dollar does not indicate the future
performance of such currencies. It is impossible to predict whether the value of either currency will fall
or rise during the term of the Market Access Securities.

Trading levels of the Malaysian Ringgit and the US dollar will be influenced by political, economic,
financial, market and other factors. It is impossible to predict what effect these factors will have on the
value of either currency and thus, the return on the Market Access Securities.

The value of the Malaysian Ringgit and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in Malaysia and the United States. These
conditions include, for example, the overall growth and performance of the economies of the United
States and Malaysia, the trade and current account balance between the United States and Malaysia,
market interventions by the Federal Reserve Board of the United States or the Central Bank of Malaysia
("Bank Negara Malaysia"), inflation, interest rate levels, the performance of the stock markets in the
United States and Malaysia, the stability of the United States' and Malaysia's governments and banking
systems, wars in which the United States and Malaysia are directly or indirectly involved or that occur
anywhere in the world, major natural disasters in the United States and Malaysia, and other foreseeable
and unforeseeable events.

Certain relevant information relating to Malaysia may not be as well known or as rapidly or thoroughly
reported in the United States as comparable to developments in the United States. Prospective purchasers
of the Market Access Securities should be aware of the possible lack of availability of important
information that can affect the value of the Malaysian Ringgit in relation to the US dollar and must be
prepared to make special efforts to obtain such information on a timely basis.

Currently the exchange of Malaysian Ringgit into other foreign currencies for the purposes of repatriation
is not subject to foreign exchange control in Malaysia.

Timing issues concerning dividend payments

To the extent that the Underlyings are shares, the timing issues relating to dividend payments in
connection with such Underlyings are set out below. Under section 365(1) of the Malaysian Companies
Act 1965 (the "CA"), no dividend shall be payable to the shareholders of any local company except out of
profits or pursuant to section 60 of the CA (i.e. using the share premium in payment of dividend which is
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satisfied by the issue of shares to shareholders of the company). The power to declare a dividend lies
with the shareholders at a general meeting but the dividend may not exceed the amount recommended by
the directors at a meeting of the board of directors. In addition, a local company must ensure that after
distribution of any dividend, it is still capable of discharging all monetary obligations due.

Dividends approved by the directors at a board meeting are distributed and paid to shareholders in
proportion to the paid-up value of their shares as of the book closure date. In addition, the directors may
declare and pay interim dividends. Generally, dividends are paid in cash, although, if authorised by its
constituent documents, a company may pay dividends in specie of particular property of the company or
the dividend may be applied in paying up shares to be distributed to the shareholders as bonus shares.

The directors, at the board meeting, may determine the date of payment of the dividend. However, where
an interim dividend is declared, according to the Bursa Securities Listing Rules, it must be paid within
three months from the date of the declaration of the interim dividend and must be paid within one month
of the entitlement date.

To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. The investors (who owned the Market
Access Securities immediately prior to the ex-dividend/coupon date) may be entitled to receive amounts
reflecting the dividends or coupons some time after the dividend is announced or paid if payment of the
dividends or coupons, or the receipt thereof by a Foreign Investor outside Malaysia or any other person, is
delayed for whatever reason. The amount paid to the investors shall be the net dividend or coupon
amount after conversion of such amount into the relevant Settlement Currency and after the deduction of
all conversion, transfer and other costs and expenses incurred in connection therewith, as determined by
the Issuer in its sole and absolute discretion. Also, adjustments for dividends or coupons may be
calculated with reference to any taxation charged in respect of such dividends or coupons.

Taxation

The comments below are of a general nature and are only a summary of the law and practice currently
applicable in Malaysia as at the date of this Base Prospectus and are subject to any changes in laws or
administrative guidelines, or the interpretation of those laws, or guidelines, occurring after such date,
which changes could be made on a retrospective basis. The comments relate to the position of persons
who are the absolute beneficial owners of the Market Access Securities and may not apply equally to all
persons. The comments do not purport to be a comprehensive description of all the tax considerations
that may be relevant to a decision to purchase, own or dispose of the Market Access Securities and do not
purport to deal with the tax consequences applicable to all categories of investors. The comments are not
to be regarded as advice on the tax position of any MAS Holder or of any person acquiring, selling or
otherwise dealing with the Market Access Securities or on any tax implications arising from the
acquisition, sale or other dealings in respect of the Market Access Securities. In particular, this general
summary does not consider any specific facts or circumstances that may apply to any particular
purchaser. The comments relate only to certain aspects in respect of the Market Access Securities under
the laws and practice in Malaysia as at the date of this Base Prospectus and MAS Holders should be
aware that they may be liable to taxation under the laws of other jurisdictions.

(A) Income Tax and Capital Gains

Although Malaysia imposes a tax on income, there is no tax imposed on gains which are capital in nature
except in certain circumstances in relation to the disposal of real property. However, any gains arising
from the sale of Market Access Securities derived by a person as part of a trade or business carried on by
that person would be regarded as income from the trading activities of the trader and may be taxable in
Malaysia. The question of whether a gain is income or capital is subject to the facts or circumstances that
may apply to the MAS Holder's personal circumstances.

Subject to certain exceptions, income tax is generally payable in Malaysia on income accruing in or
derived from Malaysia and on foreign-source income received or deemed received in Malaysia
notwithstanding the tax resident status of the investors. However, all foreign-source income received in
Malaysia by any person (other than a resident company carrying on the business of banking, insurance,
shipping or air transport) is currently exempted from tax. Foreign-source income received under the
Market Access Securities will be exempt from tax subject to the facts or circumstances that may apply to
a particular investor.
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(B) Goods and Service Tax

MAS Holders should be aware that the Malaysian government has announced that the current sales tax
and service tax regime will be replaced with the Malaysia Goods and Services Tax ("Malaysia GST"). If
a Malaysia GST Act is enacted, MAS Holders should consider whether the issue, allotment, transfer of
ownership, renewal or variation of Market Access Securities would be subject to Malaysia GST.

© Stamp Duty

Malaysia stamp duty would not be payable on any instrument or agreement to transfer cash-settled
Market Access Securities or any interests in cash-settled Market Access Securities if executed outside and
kept outside Malaysia, and enforced outside Malaysia.
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New Zealand

The Market Access Securities reflect the risks of a direct investment in New Zealand equities, New
Zealand debt or an index which references New Zealand equities, as the case may be, by an investor
outside New Zealand ("Foreign Investor outside New Zealand") who is subject to the same securities
laws and rules and regulations of any securities regulators, exchanges and self-regulating organisations as
apply to the Issuer and/or its designated Affiliates had the Issuer and/or its designated Affiliates held the
Market Access Securities. Some, but not all, of these risks are described in the sections below.

Market Access

Foreign Investors outside New Zealand can generally invest directly in New Zealand equities. Foreign
investment in New Zealand is regulated principally under legislation, including the Overseas Investment
Act 2005 ("OIA") and the Overseas Investment Regulations 2005 ("Regulations™). The following is a
very general summary of the requirements of the OIA and does not purport to be exhaustive, nor to give
legal advice.

The Overseas Investment Office ("OI10O") is responsible for screening all investment proposals that fall
within the criteria set out in the OIA and the Regulations and monitoring compliance with any conditions
of any consent granted under the OIA.

"Overseas persons™ who propose to acquire outright or acquire control of significant assets in New
Zealand may require the consent of the OlO (given either by the relevant minister(s) of Parliament, or
under delegation from the relevant minister(s)). The OlIO makes its decisions in accordance with the
criteria set out in the OIA and the Regulations.

In general, an "overseas person™ is required to obtain the prior consent of the OlO if it proposes to acquire
outright, or acquire "control” of, sensitive land or significant business assets in New Zealand. "Control"
is generally associated with the overseas person, or an associate of the overseas person, obtaining a 25%
or more ownership or controlling interest in any sensitive land or business asset.

Sensitive land is defined in the OIA, and includes non urban land that exceeds five hectares in size,
certain islands listed in the Act, the foreshore, seabed, bed of a lake, land held for conservation purposes,
land subject to heritage orders and historical places or areas. It is unlikely that a Market Access Security
will relate to sensitive land.

A Market Access Security may, however, relate to business assets. An investment in significant business
assets by an overseas person that will require consent under the OIA is the:

e acquisition by an overseas person, or an associate of an overseas person, of the rights or interests in
the securities of a person ("A") if, as a result of the acquisition, the overseas person or the associate
(either alone or together with its associates) has a 25% or more ownership or control interest in A or an
increase in an existing 25% or more ownership or control interest in A, and the value of the securities or
consideration provided for the acquisition, or the assets of A, exceeds NZ$100 million.

e establishment of a business in New Zealand by the overseas person where the business is carried on
for more than 90 days in any one year (whether consecutively or in aggregate) and the total expenditure
expected to be incurred in setting up the business exceeds NZ$100 million.

e acquisition of property by an overseas person (including goodwill and other intangible assets) in New
Zealand used in carrying on business where the total consideration paid or payable for the assets exceeds
NZ$100 million.

An "overseas person" for the purposes of the OIA includes any person who, if an individual, is neither a
New Zealand citizen nor ordinarily resident in New Zealand and, if a body corporate, is incorporated
outside of New Zealand or is a 25% or more subsidiary of a body corporate incorporated outside of New
Zealand.

If Foreign Investors outside New Zealand become unable to invest directly in or alternatively hold
equities or Foreign Investors outside New Zealand are not allowed to sell or receive proceeds from the
sale of such equities the Market Access Securities may, in the worst case, become worthless.
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Foreign currency risk

The Market Access Securities are settled in the Settlement Currency as specified in the applicable Final
Terms. Prospective investors in the Market Access Securities should understand that, where the
Settlement Currency is US dollars, amounts payable under the Market Access Securities will be converted
from the lawful currency of New Zealand (the "New Zealand dollar") into US dollars or may be
calculated by reference to hedge positions that may be denominated in New Zealand dollars and will be
converted into US dollars. Therefore, the Market Access Securities are subject to the risks of any
investment in foreign currencies, including the risk that the general level of foreign currency exchange
rates may decline. The following is a list of some of the significant currency related risks associated with
an investment in the Market Access Securities.

Historical performance of the New Zealand dollar and the US dollar does not indicate the future
performance of such currencies. It is impossible to predict whether the value of either currency will fall or
rise during the term of the Market Access Securities.

Trading levels of the New Zealand dollar and the US dollar will be influenced by political, economic,
financial, market and other factors. It is impossible to predict what effect these factors will have on the
value of either currency and thus, the return on the Market Access Securities.

The value of the New Zealand dollar and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in New Zealand and the United States.
These conditions include, for example, the overall growth and performance of the economies of the
United States and New Zealand, the trade and current account balance between the United States and
New Zealand, market interventions by the Federal Reserve Board of the United States or the Reserve
Bank of New Zealand, inflation, interest rate levels, the performance of the stock markets in the United
States and New Zealand, the stability of the United States' and New Zealand's governments and banking
systems, wars in which the United States and New Zealand are directly or indirectly involved or that
occur anywhere in the world, major natural disasters in the United States and New Zealand, and other
foreseeable and unforeseeable events.

Dividend and coupon payments

To the extent that the Reference Assets are shares, we set out below certain information relating to
dividend payments in connection with such Reference Assets. New Zealand companies may pay
dividends, as determined by either the shareholders of the New Zealand company in general meeting or
the directors of the company depending on the terms of the company's constitution and subject to the
requirements of the Companies Act 1993 of New Zealand ("New Zealand Companies Act") and the
rights of any shareholders which hold shares which have special rights to dividends.

In accordance with sections 52 and 53 of the New Zealand Companies Act, a dividend may not be paid by
a company unless the company satisfies the solvency test. The board of a company must not authorise a
dividend in respect of some but not all the shares in a class' or that is of a greater value per share in
respect of some shares of a class than it is in respect of other shares of that class.

Dividends are generally declared on ordinary shares as a stated number of cents per share. However, a
New Zealand company may have issued different classes of shares, which may have different dividend
rights. For example, preference shares may carry a right to a fixed percentage dividend, while ordinary
shares may be entitled to whatever rate of dividend is declared. There is no obligation to declare a
dividend on ordinary shares and interest is not payable on any dividend.

Subject to a New Zealand company's constitution, dividends can be paid in cash, the issue of shares, the
grant of options or the transfer of assets and are payable to the persons registered as shareholder as at the
date of the dividend.

Many companies listed on the Main Board equities market ("NZSX") operated by NZX Limited
(Company Number 1266120) pay dividends each half year or each quarter.

To the extent that the Reference Assets are shares or bonds, the timing issues concerning dividend or
coupon payments in connection with such Reference Assets are set out below. The investors (who owned
the Market Access Securities immediately prior to the ex-dividend/coupon date) may become entitled to
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receive amounts reflecting the dividend or coupon some time after the dividend or coupon is announced
or paid if payment of the dividend or coupon, or the receipt thereof by a Foreign Investor outside New
Zealand or any other person, is delayed for whatever reason. The amount paid to the investors shall be the
net dividend or coupon amount after conversion of such amount into the relevant Settlement Currency
and after the deduction of all conversion, transfer and other costs and expenses incurred in connection
therewith, as determined by the Issuer in its sole and absolute discretion. Also, adjustments for dividends
or coupons may be calculated with reference to any taxation charged in respect of such dividends or
coupons.

Taxation issues concerning investment in listed securities in New Zealand

Investors of Market Access Securities may be subject to taxation in New Zealand in some circumstances.
In addition, under the terms of the Market Access Securities, the amount of a payment to the investor
under the Market Access Securities may be adjusted to take into account the effect of New Zealand taxes
on an investment in the Reference Assets.

(A) Income Tax and Capital Gains
New Zealand income tax treatment of Foreign Investors outside New Zealand

Under the terms of the Market Access Securities, the amount of a payment to the MAS Holder under the
Market Access Securities may be adjusted to take into account the effect of New Zealand taxes on an
investment by a Foreign Investor outside New Zealand in the Reference Assets.

New Zealand tax which may affect any Additional Amount

To the extent that the Reference Assets are shares, New Zealand may impose non-resident withholding
tax at a rate of, currently, up to 30% on dividends paid by the Underlying Companies to a non-resident
Foreign Investor outside New Zealand who does not hold the Reference Assets at or through a New
Zealand permanent establishment. The withholding rate may be reduced (generally to between 15% and
0%), if the Foreign Investor outside New Zealand receiving the dividend is a resident in a country with
which New Zealand has signed a double taxation agreement.

An exemption from non resident withholding tax is available for certain "imputed™" dividends (broadly,
dividends paid out of after-tax profits of the Underlying Companies).

New Zealand tax which may affect payments under the Market Access Securities

To the extent that the Reference Assets are shares, a Foreign Investor outside New Zealand who is a non-
resident of New Zealand and who, during the tax year, does not hold the Reference Asset in the course of
carrying on business at or through a permanent establishment in New Zealand, will generally not be
required to pay New Zealand tax on any gain arising from the disposal of a Reference Asset which has an
New Zealand source except in limited circumstances (for instance, where the Reference Asset was
acquired with the purpose of disposal). A gain arising on the disposal of a Reference Asset from the
Foreign Investor outside New Zealand to another non-resident may not have a New Zealand source if the
Reference Asset is disposed of outside New Zealand and negotiations are conducted, and documentation
is executed, outside New Zealand.

(B) Goods and Services Tax

New Zealand imposes goods and services tax on supplies of goods or services that are deemed to occur in
New Zealand in the context of a taxable activity. However, transactions that involve the issue, allotment
or transfer of ownership of debt securities, equity securities and participatory securities will normally be
exempt from goods and services tax.

© Transfer Taxes
New Zealand does not have any form of stamp, documentation or other transfer tax.
Settlement

The settlement of NZSX transactions is carried out through New Zealand Clearing Limited ("NZC") a
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wholly owned subsidiary of New Zealand Clearing and Depository Corporation Limited, which is in turn
wholly owned by NZX Limited. NZC operates as a clearing house under a central counterparty model.

As central counterparty to trades on the NZSX, NZC replaces trade counterparties and becomes the buyer
to each seller and the seller to each buyer. NZC therefore assumes counterparty risk for its participants.

An associated company of NZC, New Zealand Depository Limited ("NZD") is the operator of a central
securities depository which provides for centralised recording and transfer of beneficial interests in
securities. It maintains accounts against which securities positions and derivatives positions are recorded.
A nominee company, New Zealand Depository Nominee Limited ("NZ Nominee") is the holder of legal
title to admitted product and cash held in the depository. NZ Nominee is a wholly owned subsidiary of
NZD.

The clearing house operated by NZC uses depository accounts to effect settlement. Every clearing
participant is also required to be a depository participant.

Suspension of trading for the Index

For Market Access Securities linked to an index, trading on the NZSX may be halted or suspended by
NZX Limited. This may occur whenever the NZSX deems such action appropriate in the interests of
maintaining a fair and orderly market in the underlying shares or otherwise deems such action advisable
in the public interest or to protect investors.

Pakistan

The Market Access Securities reflect the risks of a direct investment in Pakistan equity, Pakistan debt or
an index which references Pakistan equities, as the case may be, by an investor outside Pakistan
("Foreign Investor outside Pakistan™) who is subject to the same securities laws and rules and
regulations of any securities regulators, exchanges and self-regulating organisations as apply to the Issuer
and/or its Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of these
risks are described in the sections below.

Market Access

The Foreign Exchange Regulation Act, 1947 ("FERA") and the Foreign Exchange Manual issued
thereunder (collectively, the "Foreign Exchange Laws") contain the foreign exchange laws in Pakistan.
The State Bank of Pakistan ("SBP") has, under the FERA, granted a general exemption to certain
"persons resident outside Pakistan" so that they are not required to obtain a special permission from the
SBP in connection with the issue, transfer and export of securities that are listed on stock exchanges in
Pakistan and can, hence, invest in such listed securities directly. These include the following categories
of "persons resident outside Pakistan™ (hereinafter referred to as "Persons resident outside Pakistan"):

(@ a Pakistan national resident outside Pakistan;

(b) a person who holds dual nationality including Pakistan nationality, whether living in or outside
Pakistan;

() a foreign national, whether living in or outside Pakistan; and

(d) a firm (including a company incorporated outside Pakistan and a body corporate or partnership)

or trust or mutual fund registered and functioning outside Pakistan, excluding entities owned or
controlled by a foreign government.

The Foreign Investor outside Pakistan is exempted under sub-section (d) above.

Under current practice, a Foreign Investor outside Pakistan is required to open a Special Convertible
Rupee Account (the "SCRA™) with any Authorised Dealer in Pakistan for the purpose of making
investments in Pakistan listed securities. An "Authorised Dealer" is a person authorised by the SBP for
the time being to deal in foreign exchange. All funds paid or received in respect of its investments, which
can be funded by remittances from abroad or by transfer from a foreign currency account maintained by
the Foreign Investor outside Pakistan in Pakistan, must be channelled through the SCRA. Payment for
purchases of equity may be debited and dividend proceeds may be credited to the SCRA of the Foreign
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Investor outside Pakistan on the production of the stock broker's memorandum evidencing such a
transaction. The Foreign Investor outside Pakistan may transfer the funds in the SCRA outside Pakistan
or to a foreign currency account maintained in Pakistan at any time without the prior approval of the SBP.
Authorised Dealers are under a statutory duty to submit a statement to the SBP on a weekly basis showing
the position of the SCRAs opened with them.

Generally, Foreign Investors outside Pakistan may buy Pakistan listed shares without any sectoral
restrictions. However, the existing law imposes a restriction on the maximum percentage holding of
shares by a foreign investor in Pakistan listed companies in certain sectors of the economy which include
banking, air transport, broadcasting and newspapers. Some of the more specific restrictions include the
following:

() in the case of Pakistan Telecommunications Company Limited (the former state-owned fixed line
monopoly), a statutory restriction on acquiring more than 10 per cent. of the class "A" shares
applies to both local and foreign investors;

(b) in the case of insurance companies, while there is no restriction on the percentage of
shareholding by a local or foreign investor, a transfer of more than 10 per cent. of the shares to a
third party requires the transferor to obtain the approval of the corporate regulator, the Securities
and Exchange Commission of Pakistan ("SECP") (whether there is one or a number of
transactions constituting such transfer); and

(c) in the case of a banking company, permission from the Ministry of Finance on the
recommendation of the SBP is required in case the Foreign Investor outside Pakistan intends to
acquire more than 5 per cent. shares (the application would have to be made by the bank at the
request of the Foreign Investor outside Pakistan).

These restrictions may change from time to time, sometimes without prior notice.

If the Foreign Investor outside Pakistan beneficially owns 10 per cent. or more of the voting shares in a
Pakistan listed company, it is required to report its shareholding in such company to the registrar of
companies and the SECP within thirty (30) days. Any subsequent change in such shareholding must also
be so reported within fifteen (15) days of the change.

An acquisition of 10 per cent. or more of the voting shares of a Pakistan listed company must be disclosed
to that company, the stock exchanges in Pakistan on which such shares are listed and the SECP and if the
acquirer intends to acquire more than 25 per cent. of the voting shares or control of the listed company, it
must also make an SECP approved public announcement of an offer to acquire a certain approved
percentage of voting shares of the listed company.

The investor in the Market Access Securities will be subjected to the effect of restrictions and controls to
those imposed on Foreign Investors outside Pakistan generally, as determined by the Calculation Agent.
These include limitations on the number of Pakistan Underlyings in respect of which the investor is
expecting to receive an economic return, potential delays or even non-receipt of funds on sale of the
Market Access Securities, taxes and charges generally levied on Foreign Investors outside Pakistan in
buying and selling equity and limitations on the importation and withdrawal of funds. Payments to MAS
Holders calculated by reference to the price of a disposal of Pakistan Underlyings will not be due unless
or until the proceeds of disposal would have been received by a Foreign Investor outside Pakistan.

If Foreign Investors outside Pakistan become unable to invest directly in or alternatively hold equities or
Foreign Investors outside Pakistan are not allowed to sell or receive proceeds from the sale of such
equities the Market Access Securities may, in the worst case, become worthless.

The Shariat Law Position on the Payment of Interest or Riba

Presently there are no laws, regulations or binding judgments of any superior court in Pakistan which
expressly bar a lender's right to receive interest, including interest on late payments, from a borrower
under a loan agreement or a debt obligation. However, (a) the Constitution of Pakistan 1973 (the
"Constitution™) declares Islam to be the state religion; (b) Article 38(f) of the Constitution provides for
the elimination of riba as a matter of policy as early as possible; and (c) Article 227 of the Constitution
requires all existing laws to be brought in conformity with the injunctions of Islam and prohibits the
enactment of any law which is repugnant to the injunctions of Islam. The term "riba" is defined neither
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in the Constitution nor any other legislative enactment. As a result there is some controversy over its
exact meaning. Some consider it as being analogous to interest while others equate it with usury.

In November 1991, the Federal Shariat Court of Pakistan, a constitutionally established body in Pakistan
which has jurisdiction to determine whether any law, custom or usage having the force of law violates the
principles of Islam (the "Shariat Court"), ruled that a number of statutory provisions in Pakistan violated
Islamic principles relating to riba and instructed the government to conform these provisions to the
injunctions of Islam. However, after protracted legal proceedings, including an appeal before the
Supreme Court of Pakistan (the "SCP") and a review of the resulting judgment by another bench of that
Court, the question of whether interest payable on borrowed money is, under the injunctions of Islam
"riba" and therefore forbidden, was remanded to the Shariat Court where a fresh adjudication is pending.

If the SCP, which is the final forum for adjudicating this issue, eventually finds that interest is riba and
contrary to Islamic principles, the ordinary civil courts in Pakistan may not enforce contracts pertaining to
interest payment on moneys borrowed. This may have an adverse effect generally on the overall
performance of the Pakistan economy and, because it is likely to restrict access to foreign currency loans,
specifically on the growth and expansion of the Pakistan economy. This in turn could adversely affect the
profitability of Pakistan companies, particularly, listed ones and consequently, amongst other things,
affect their ability to pay dividends to shareholders.

No representation is made as to whether amounts payable under the Market Access Securities comply
with any principles of Islamic sharia'h.

Foreign currency risk

Amounts payable in respect of the Market Access Securities are paid in the Settlement Currency as
specified in the applicable Final Terms. Prospective investors in the Market Access Securities should
understand that, where the Settlement Currency is US dollars, amounts payable under the Market Access
Securities will be converted from the lawful currency of Pakistan (the "Pakistan Rupee" or "PKR") into
US dollars. Prospective investors in the Market Access Securities should also understand that amounts
payable under the Market Access Securities may be converted from one currency into another currency.
Therefore, the Market Access Securities are subject to the risks of any investment in foreign currencies,
including the risk that the general level of foreign currency exchange rates may decline. The following is
a list of some of the significant currency related risks associated with an investment in the Market Access
Securities.

Historical performance of the Pakistan Rupee and the US dollar does not indicate the future performance
of such currencies. It is impossible to predict whether the value of either currency will fall or rise during
the term of the Market Access Securities.

Trading levels of the Pakistan Rupee and the US dollar will be influenced by political, economic,
financial, market and other factors. It is impossible to predict what effect these factors will have on the
value of either currency and thus, the return on the Market Access Securities.

The value of the Pakistan Rupee and the US dollar is a result of the supply of, and demand for, each
currency and changes in the foreign exchange rate may result from the interactions of many factors
including economic, financial, social and political conditions in Pakistan and the United States. These
conditions include, for example, the overall growth and performance of the economies of the United
States and Pakistan, the trade and current account balance between the United States and Pakistan, market
interventions by the Federal Reserve Board of the United States or the SBP, inflation, interest rate levels,
the performance of the stock markets in the United States and Pakistan, the stability of the United States'
and Pakistan's governments and banking systems, wars in which the United States and Pakistan are
directly or indirectly involved or that occur anywhere in the world, major natural disasters in the United
States and Pakistan, and other foreseeable and unforeseeable events.

Certain relevant information relating to Pakistan may not be as well known or as rapidly or thoroughly
reported in the United States as comparable to developments in the United States. Prospective purchasers
of the Market Access Securities should be aware of the possible lack of availability of important
information that can affect the value of the Pakistan Rupee in relation to the US dollar and must be
prepared to make special efforts to obtain such information on a timely basis.
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Exchange rates of the Pakistan Rupee, are determined following a "managed floating rate" regime, which
is an exchange rate environment in which exchange rates fluctuate from day to day but the country's
central bank attempts to influence the exchange rate by buying and selling currencies. However, some
experts believe the exchange rate to be de facto pegged. Governments, including those of the United
States and Pakistan use a variety of techniques, such as intervention by their central bank or imposition of
regulatory controls or taxes, to affect the exchange rates of their respective currencies. Governments may
also issue a new currency to replace an existing currency or alter the exchange rate or relative exchange
characteristics by devaluation or revaluation of a currency. A special risk in purchasing the Market
Access Securities is therefore that their liquidity, trading value and amounts payable could be affected by
the actions of sovereign governments which could change or interfere with theretofore freely determined
currency valuation, fluctuations in response to other market forces and the movement of currencies across
borders. There may be adjustments or changes in the terms of the Market Access Securities in the event
of impositions of restrictions, prohibition (such as exchange controls) or delaying of the exchange of the
Pakistan Rupee into the US dollar. Such events may also cause the Issuer to terminate the Market Access
Securities early.

As discussed under Market Access above, currently the exchange of the Pakistan Rupee into other foreign
currencies for the purposes of repatriation is not subject to foreign exchange control in Pakistan as long as
certain formalities specified under that heading are fulfilled.

Timing issues concerning dividend or coupon payments

Under the Companies Ordinance, 1984 (the "Pakistan Companies Ordinance") of Pakistan, a company
in a general meeting may declare a dividend which cannot exceed the amount recommended by the Board
of that company. Pursuant to Section 249 of the Pakistan Companies Ordinance, a company may declare
and pay dividends only out of its profits. However, unless the business of the company consists of selling
and purchasing such property or assets, a dividend can be paid out of the profits made by a company from
the sale or disposal of immovable property or assets only after such profits are set off against losses
arising from the sale of other immovable property.

Prior to the recommendation of any dividend, the Board may set aside amounts out of the profits of the
company as reserves which, pursuant to the Pakistan Companies Ordinance, may be applied to meet
contingencies, equalise dividends, make investments or for any other purpose for which the profits of the
company may properly be applied.

Dividends are generally declared as a percentage of the share par value and, subject to the rights of
persons (if any) entitled to shares with special rights as to a dividend, are paid to the shareholders in
proportion to the paid-up value of their shares at the time the dividend is declared. If, however, nothing is
paid up on any of the shares the dividends may be declared and paid according to the par value of the
shares. In addition, the Board may declare and pay interim dividends. Dividends may be paid in the form
of warrants and sent by registered post to shareholders listed in the register of shareholders. However,
since most listed companies in Pakistan are registered with the Central Depository System, on the basis of
the list of beneficial owners therein and information in the dividend mandate (as submitted by the
beneficial owner), dividends may be transferred directly to a beneficial owner's bank account.

A notice of dividend of a Pakistan listed company must be advertised in a newspaper circulated in the
province in which the registered office of that listed company is situated. Dividends must be paid within
30 days from the time they are deemed to be declared. Dividends are deemed to be declared on the date
of the general meeting if it is approved and declared in such meeting. In the case of interim dividends,
they are deemed to be declared on the date on which the share transfer register is closed (for purposes of
determining the entitlement of dividends).

Thus, the time when the dividends are deemed to be declared is crucial in determining when investors in
the Market Access Securities will receive the amounts reflecting the dividends.

As non-payment of dividend after it is declared is a criminal offence under the Pakistan Companies
Ordinance, it is possible although extremely unlikely for a dividend to be announced but then
subsequently not paid by a Pakistan company. However, there can be a significant delay (sometimes a
number of months) between the declaration of a dividend and its payment. Occasionally the dividends
are of such modest magnitude that the costs of converting Pakistan Rupee into US dollars and transferring
the payment offshore are significant in relation to the dividend.
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To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. The investors (who owned the Market
Access Securities immediately prior to the ex-dividend/coupon date) may be entitled to receive amounts
reflecting the dividends or coupons some time after the dividend or coupon is announced or paid if
payment of the dividend or coupon, or the receipt thereof by a Foreign Investor outside Pakistan or any
other person, is delayed for whatever reason. The amount paid to the investors shall be the net dividend
or coupon amount after conversion of such amount into the relevant Settlement Currency and after the
deduction of all conversion, transfer and other costs and expenses incurred in connection therewith, as
determined by the Issuer in its sole and absolute discretion. Also, adjustments for dividends or coupons
may be calculated with reference to any taxation charged in respect of such dividends or coupons.

With respect to tax implications on dividends payable to a Foreign Investor outside Pakistan, please see
the discussion below.

Taxation issues concerning investment in listed securities in Pakistan

A tax is imposed under Section 5 of Chapter Il of the Income Tax Ordinance, 2001 (the "Pakistan Tax
Ordinance") of Pakistan, on every person, whether a local or a foreign investor, who receives a dividend
from any Pakistan resident company, and is collected by means of tax withholding at source. A general
rate of tax of 10 per cent. is deductible at source on the gross amount of the dividend received from
companies in all sectors except companies set up for power generation which are required to deduct tax at
7.5 per cent. of the dividend. The Pakistan Tax Ordinance requires Pakistan listed companies to deduct
withholding tax at the time of making a payment of a dividend at the rate specified under the First
Schedule to the Pakistan Tax Ordinance and pay the same to the relevant authorities under the Pakistan
Tax Ordinance within the time and in the manner provided. Upon receipt, the Foreign Investor outside
Pakistan can remit proceeds from its dividend income out of Pakistan net of withholding tax at source.

The Pakistan Tax Ordinance also requires that every company that pays any profit on debt (defined, inter
alia, as "any profit, yield, interest, discount, premium or other amount owing under a debt other than a
return of capital") including any profit on a bond, certificate, debenture or security to any person other
than a financial institution (defined, inter alia, as "a company or institution whether... operating within or
outside Pakistan which transacts the business of banking or any associated or ancillary business through
its branches") to deduct tax at a general rate of 10 per cent. from the gross amount of the profit paid. If
the Foreign Investor outside Pakistan is a financial institution, for the purpose of the Pakistan Tax
Ordinance, it is not subject to the withholding tax on profit on debt.

Capital gains derived from the sale of any instrument of redeemable capital or shares of a company or
modaraba certificates, listed on any stock exchange in Pakistan, were exempt from tax until the tax year
ending on 30 June 2010.

Capital gains derived from the sale of a security (defined as "share of a public company, voucher of
Pakistan Telecommunication Company, Modaraba Certificate, instrument of redeemable capital and
derivative products”) on or after 1 July 2010 are subject to tax. Capital losses sustained during a tax year,
if any, can be offset only against the gain of the person from any other securities chargeable to tax in that
year but cannot be carried forward to the subsequent tax year. If the holding period of such securities is
less than six months, capital gains derived from their disposal shall be chargeable to tax at rate of 10 per
cent. and if the holding period is more than six months but less than twelve months, the applicable rate
shall be 8 per cent. (both rates applicable for the year 2012). If such capital gains are derived after a
holding period of more than one year, then no tax is chargeable. Additionally, no tax is chargeable if the
sale is made by a banking company (defined as "any body corporate which transacts the business of
banking in Pakistan").

Unlike tax on dividend and profit on debt, tax on capital gains is not collected by means of tax
withholding at source, hence the Foreign Investor outside Pakistan can only remit proceeds from capital
gains on listed securities out of Pakistan through its authorised banker, being the bank with which its
SCRA is opened, upon fulfilment of its taxation obligations as well as any obligations arising pursuant to
Pakistan's foreign exchange regulations.

It is however noteworthy that the Pakistan tax rules may, in some cases, be uncertain or suffer from a lack
of interpretative guidelines. It is possible that both the substantive provisions of the tax laws of Pakistan
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and the interpretation and application of such laws by the Pakistan tax authorities may change without
prior notice.

Settlement

The settlement of transactions on the Karachi, Lahore or Islamabad Stock Exchanges is carried out by a
centralised and automated electronic settlement system, the National Clearing and Settlement System and
effected through electronic delivery of book-entry securities in the Central Depository Company (the
"CDC") on behalf of investors under the applicable law. A risk of failure of a Delivery v Payment
settlement exists if certain regulations are not complied with or the counterparty to the transaction does
not deliver the specified number of shares to the investor's account, in which case the CDC will notify the
investor of the failure of the transaction. Similarly, under the existing trading rules, an order for sale
placed by an investor may be revoked if there are not sufficient securities in the investor's securities
account in order to settle the proposed trade. A broker may not execute an order for purchase in the event
the credit balance in the investor's cash account is not sufficient to pay for the securities intended to be
purchased.

People's Republic of China
Market Access

The Market Access Securities are offshore products issued by the Issuer which offer a return that is linked
to the performance of Underlyings of the securities market of the People's Republic of China ("PRC") but
are otherwise unrelated to any Underlying Company or underlying government. The Market Access
Securities linked to Underlyings that are traded on the PRC securities market and traded in RMB, such as
"A-shares" or exchange-traded bonds, reflect the risks of an investment in such Underlyings by a
Qualified Foreign Institutional Investor ("QFI1"), and in respect of Market Access Securities linked to
Underlyings that are traded on PRC securities markets and traded in freely convertible currencies such as
USD or HKD, such as "B-shares", reflect the risks of an investment in such Underlyings by a foreign
institutional investor outside PRC ("Foreign Institutional Investor outside PRC"); and in each case,
such QFII or Foreign Institutional Investor outside PRC is subject to the same securities laws and rules
and regulations of any securities regulators, exchanges and self-regulating organisations as apply to the
Issuer and/or its Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of
these risks are described in the sections below.

In general, foreign investors have limited access to the capital markets of the PRC. Under current PRC
law, foreign investment only has limited channels to access the PRC securities market. One of them is to
invest in the A-shares securities market in the PRC as, or through, a QFII and another is to invest in
B-shares securities market in the PRC as, or through, a Foreign Institutional Investor outside PRC.

The QFII status must be approved by and registered with the China Securities Regulatory Commission of
the government of the PRC ("CSRC"). An investment quota must be applied for by the QFII to the State
Administration of Foreign Exchange of the government of the PRC ("SAFE") and SAFE has discretion in
determining and approving the quota under each application. SAFE may also adjust the quota of a QFII.
The quota of a single QFIl may be increased or decreased by SAFE, while the total quota for all QFlIs is
also subject to the control of SAFE.

A QFII must deposit its capital with a PRC commercial bank which must be a qualified custodian bank
("Custodian Bank") and entrust a PRC securities company to conduct the securities trading for it in the
PRC stock market.

Investment in the PRC Securities Market

The PRC capital market is still at a premature stage.

The PRC capital market is heavily influenced by government policies. There has been a lack of
efficiency in regulating the market by the PRC government. Although regulations are developing at a
very fast pace, from time to time, there still remain allegations and convictions of malpractices such as

market manipulation and insider trading. The stock price of a PRC listed company may not therefore
reasonably reflect its intrinsic value.
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The PRC bond market is comprised of the inter-bank bond market, the exchange-traded bond market and
the commercial bank's over-the-counter bond market. In the PRC, the vast majority of the volume of
bond is traded on the inter-bank bond market. The bonds traded on the three markets are deposited and
cleared through different systems. At the same point of time, the price of a single bond simultaneously
listed on two or more markets above may be different. In the PRC, the price of exchange-traded bond is
generally influenced by various factors including, but not limited to, coupon rate, issuer's credit, interest
rate, inflation rate, liquidity, etc. Moreover, the price of convertible bond is significantly influenced by
other factors including, but not limited to, the price of underlying shares, the issuer's redemption right,
etc.

In addition, the disclosure of information by a PRC company with respect to its financial status such as its
assets, liabilities, revenues and losses may not always be complete and reliable.

Legal Risk

In respect of Market Access Securities linked to A-shares, a QFII is required to deposit its capital with a
Custodian Bank in the PRC. However, the nature of the bank account opened by a QFII with the
Custodian Bank ("Custodian Account") has never been clarified by the relevant PRC authorities. If the
Custodian Account is deemed to be of the nature of a trust asset account, the capital of the QFII in such
account will be remote from the bankruptcy of the Custodian Bank. However, if the Custodian Account
is by nature a deposit account, if the Custodian Bank goes into insolvency, the QFII will only be an
ordinary creditor and rank pari passu among all the unsecured creditors of the Custodian Bank. Although
in practice it is unlikely that the Custodian Bank will become insolvent, theoretically there exists such a
legal risk.

For the purpose of making an investment in A-shares (by a QFII) or B-shares (by a Foreign Institutional
Investor outside PRC) traded on the exchange-traded market in the PRC, the relevant investor is required
to open a securities account with the China Securities Depository and Clearing Corporation Limited
("CSDCC™). The securities acquired by the investor (be it a QFII or a Foreign Institutional Investor
outside PRC) will be held under the name of that investor. It is stipulated under the Securities Law of the
PRC that the various types of clearing funds and securities received by the CSDCC according to business
rules must be deposited in special clearing and settlement account, shall only be used for clearing and
settlement in completed securities trading and shall not be enforced against; therefore, based on the above
and the prevailing interpretation of PRC law, an investor (be it a QFII or a Foreign Institutional Investor
outside PRC) is not similarly exposed to the insolvency risk of the CSDCC.

Regulatory Requirement

Investments by QFlIs in the PRC are subject to restrictions on equity holding ratios set by the CSRC and
other relevant PRC authorities. Such restrictions currently include a 10 per cent. equity holding limitation
in a listed company by a single QFIl and a 20 per cent. A-shares holding limitation in a single listed
company by all foreign investors. Conversely, investments by QFIIs on convertible bonds are not subject
to explicit restrictions under the relevant rules. However, the exercising of the right to convert the
convertible bonds into the underlying equity by QFlIs shall not give rise to the equity holding ratios of
such QFllIs exceeding the relevant thresholds set out above. Liquidity in the Market Access Securities
linked to A-shares may be restricted by measures taken by the Issuer and/or its Affiliates in connection
with managing the above limits.

A QFII is required to disclose to the PRC regulators and other relevant PRC authorities or institutions the
holding information of PRC securities, including exchange-traded bonds, held by it (including
information on securities held by investors through the QFII) in accordance with the relevant laws and
regulations in the PRC, regardless of the size of such holding.

A QFII is required to report to the PRC regulators, in accordance with the relevant regulatory
requirements of the CSRC, information (including without limitation investor information) regarding
structured products to which the Underlyings are linked (including the Market Access Securities) before
the issuance thereof, as well as information on the issuance and operation of such structured products, on
a regular basis, after the issuance thereof. For Market Access Securities linked to A-shares, a holder may
be required by the Issuer and/or its Affiliates to supply information in connection with the above
requirements.
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In addition, under the Securities Law of the PRC, any person holding or in control of 5 per cent. or above
of the total stock capital in a company listed in the PRC is required to disclose to the PRC regulators and
other relevant PRC authorities or institutions the holding information of the shares held by it in
accordance with the relevant laws and regulations in the PRC. Further, where any investor holding or in
control of 5 per cent. or above of the total stock capital of a company listed in the PRC sells such shares
within six months of purchase (or purchases any shares within six months of a sale), any profits from such
purchase or sale must be paid to the listed company (known as the "short swing" rule). This applies to all
investors, including any foreign investor holding as, or through, a QFII or a Foreign Institutional Investor
outside PRC, and applies across all classes of shares listed in the PRC, including A-shares and B-shares.
As the Issuer's risk under the Market Access Securities may be hedged by transactions involving a QFII
or Foreign Institutional Investor outside PRC (as the case may be), a MAS holder is affected by the
above: it may be required by the Issuer and/or its Affiliates to supply information in connection with the
above requirements, and liquidity in the Market Access Securities may be restricted by measures taken by
the Issuer and/or its Affiliates in connection with managing the above risk.

In case a QFII or Foreign Institutional Investor outside PRC (as the case may be) participates in any IPO
offline subscription in the PRC, then all shares purchased during such IPO offline subscription and held
by such QFII or Foreign Institutional Investor outside PRC (as the case may be) shall be subject to a
three-month lock-up period. In case a QFII or Foreign Institutional Investor outside PRC (as the case
may be) participates in any private placement made by a listed company in the PRC, then all shares
purchased during such private placement and held by such QFII or Foreign Institutional Investor outside
PRC (as the case may be) shall be subject to a twelve-month lock-up period, and if such QFII or Foreign
Institutional Investor outside PRC becomes the controlling shareholder or actual controller (or the
affiliates thereof) in the listed company, then the lock-up period shall be extended to thirty-six months.

In respect of investments in A-shares through a QFII, as the investments are quoted and traded in RMB,
the repatriation of principal amounts invested in, and profits earned from, the securities investments of
QFlls is subject to SAFE examination and approval. The repatriation of such principal amounts is
currently subject to a lock-up period of one year (three months for pension funds, insurance funds, mutual
funds and other long-term capital management institutions). However SAFE has the authority to adjust
the conditions (including the lock-up period) for such repatriation at any time.

Foreign Exchange Risk

Currently, the exchange of the lawful currency of the PRC ("Renminbi™ or "CNY") into other foreign
currencies for the purposes of repatriation is subject to foreign exchange control in the PRC that includes
certain formalities to be fulfilled.

In addition, the appreciation and depreciation of the Renminbi are subject to complex factors and cannot
be predicted with any degree of confidence.

There may be adjustments or changes in the terms of the Market Access Securities in the event of
impositions of restrictions, prohibition (such as exchange controls) or delaying of the exchange of the
Renminbi into the US dollar. Such events may also cause the Issuer to terminate the Market Access
Securities early.

Distributions

According to the Company Law of the PRC ("PRC Company Law"), the board of directors has the
authority to formulate the profit (including dividends) distribution plan ("Dividend Plan") of a company.
A (general) shareholders' meeting has the power to deliberate and approve such a Dividend Plan as
formulated by the board of directors. To protect the minority shareholders, the PRC Company Law
provides that where the company has not distributed profit for five consecutive years, even when the
company has been in profit and satisfied the requirements for profit distribution, the shareholders who
have voted against the resolutions not to distribute profits may require the company to repurchase their
shares at a reasonable price.

Generally, companies listed in the PRC market distribute dividends in the form of cash payments or by
way of stock dividends. Generally, many companies listed in the PRC market favour distributing stock
dividends, which will lead to an increase in the company's registered capital and the number of shares
issued; however, this does not change the equity ratio held by each shareholder. There are no compulsory
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requirements under applicable PRC laws or regulations as to the frequency of stock dividend distributions
by such a company listed in any given period. However, the PRC regulators have established a policy,
according to relevant regulations, for listed companies to pay "exceptional attention" to cash dividend
distribution to its shareholders.

To the extent that the Underlyings are shares or bonds, the timing issues concerning dividend or coupon
payments in connection with such Underlyings are set out below. In the case of Market Access
Securities, the investors (who owned the Market Access Securities immediately prior to the ex-dividend
or ex-coupon date, as the case may be) may be entitled to receive amounts reflecting the dividends or
bond coupons, as the case may be, some time after the dividend is announced or paid if payment of the
dividend or bond coupons, as the case may be, or the receipt thereof by a QFII or any other person, is
delayed for whatever reason. The amount paid to the investors shall be the net dividend or coupon
amount after conversion of such amount into the relevant Settlement Currency and after the deduction of
all conversion, transfer and other costs and expenses incurred in connection therewith, as determined by
the Issuer in its sole and absolute discretion. Also, adjustments for dividends or bond coupons, as the
case may be, may be calculated with reference to any taxation charged in respect of such dividends or
bond coupons, as the case may be.

Taxation Issues

The relevant laws and regulations on taxation treatment of QFIIs or Foreign Institutional Investors outside
PRC are not wholly clear in the PRC. In respect of the QFlls, the Ministry of Finance and the State
Administration of Taxation of the government of the PRC ("SAT") jointly issued a circular (Caishui
[2005] No. 155 on 1 December 2005) to state that gains arising from securities trading through approved
securities brokers will be exempted from business tax. In addition, SAT has clarified in a circular
(Guoshuihan [2009] No. 47 dated 23 January 2009) that dividends and interest payments to QFIIs derived
from the PRC are subject to a 10 per cent. withholding tax. However, QFlIs may apply to the relevant tax
authorities for tax relief in respect of any returns on dividends and interest payments derived in the PRC
under any applicable bilateral treaties/arrangements on the avoidance of double taxation signed between
the PRC and their resident nations. Although this circular is dated 23 January 2009, it did not specify the
effective date of such tax on dividends and interest payments (including whether it could be applied
retrospectively). Notwithstanding the abovementioned uncertainty, as a matter of practice, the relevant
tax bureau has already started to collect such tax. The PRC tax authorities have also not clarified whether
income tax and other tax categories are payable on capital gains arising from securities trading of QFlIs.
It is therefore possible that the relevant tax authorities may in the future clarify the tax position and
impose a capital gains tax on realised gains by QFlIs from dealing in PRC equities and/or other securities.
In respect of Foreign Institutional Investors outside PRC, SAT has stated in a circular (Guoshuihan
[2010] No. 183 dated 6 May 2010) that withholding obligations exist for dividends on B-shares to any
non-resident institution shareholder in the same manner as dividends on other listed shares issued by PRC
tax resident companies. The PRC tax authorities have not clarified whether income tax and other tax
categories are payable on capital gains arising from securities trading of Foreign Institutional Investors
outside PRC. It is therefore possible that the relevant tax authorities may in the future clarify the tax
position and impose a capital gains tax on realised gains by QFIlIs or Foreign Institutional Investors (as
the case may be) from dealing in PRC equities and/or other securities.

Prospective purchasers should note that before the PRC tax authorities clarify the tax treatment of QFlls
or Foreign Institutional Investors outside PRC on capital gains, MAS Holders are subject to a 10 per cent.
capital gains tax deduction on realised gains on the Reference Asset (in addition to the 10 per cent.
withholding tax on dividends and interests payments discussed above). The taxes are reflected as a
deduction within the calculation of the Cash Settlement Amount or the Additional Payment, as the case
may be. In the case of capital gains tax, if the PRC tax authorities clarify the position before the final
valuation date, the actual tax rate will be applicable to the calculations. Prospective purchasers should
note that if at any time before 7 years after the final valuation date (regardless of whether the Market
Access Securities have already been redeemed) there is any Deduction Shortfall (as defined below in
"Part E — Product Supplement for Market Access Securities"), MAS Holders have an obligation to pay
the Issuer such Deduction Shortfall.

Philippines

The Market Access Securities reflect the risks of a direct investment in Philippine equity, Philippine debt
or any index which references Philippine equity, as the case may be, by any organisation or individual
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who is not Philippine national ("Foreign Investor outside the Philippines") and Foreign Investor outside
Philippines (as defined below) who is subject to the same securities laws and rules and regulations of any
securities regulators, exchanges and self-regulating organisations as applied to the Issuer and/or its
Affiliates had the Issuer and/or its Affiliates held the Securities. Some, but not all, of these risks are
described in the sections below.

Political and Economic Considerations

The Underlying Company is a Philippine entity and the Underlyings or the constituents of the
Underlyings, as the case may be, are located in the Philippines. Most or all of the directors and officers of
the Underlying Company are based in the Philippines and substantially all of the assets and operations of
the Underlying Company are located in the Philippines. The Underlyings could therefore be adversely
affected by changes in the Philippine Government's policies, social instability or other political,
economic, legal, regulatory or international developments in or affecting the Philippines.

The Philippines has from time to time experienced political and military instability. While the new
administration of President Benigno Aquino I1l, who assumed the presidency in July 2010 on a good
governance platform, has implemented measures against the perennial problem of corruption, there is still
evidence and a widespread perception of weak governance manifested in various forms, including an
inefficient and politicised bureaucracy, corruption and lack of accountability, a slow judicial system, and
poor and inconsistent implementation and enforcement of laws and policies. These concerns, if not
addressed timely and adequately, could undermine confidence in the Government and lead to instability.
The Philippine Government continues to face considerable challenges in bringing peace and stability to
some parts of the country. The Government is negotiating peace agreements with the Mindanao-based
Moro Islamic Liberation Front and with the communist insurgents, but to date there has been no major
breakthrough in the negotiations. Terrorist groups and private armies continue to operate in some
regions. Within local communities, broader peace and order concerns are exacerbated by crime and local
disputes.

The economy has experienced impressive growth in recent years and has shown resilience in the face of
the recent global financial crisis. However, as pointed out by studies of the Asian Development Bank,
inadequate infrastructure, the tight fiscal situation, weak investor confidence due to governance concerns,
and market failures leading to a small and narrow industrial base continue to inhibit high and inclusive
growth. Economic slowdown and budgetary constraints in the United States, Western Europe and
Japan - the principal export markets of Philippine products and major sources of foreign direct
investments in the country — could adversely affect the economy. Continuing instability in the Middle
East, host to millions of overseas Filipino workers, could affect their remittances into the country and
dampen consumer demand.

Any other future economic, political or social instability in the Philippines could adversely affect the
Underlying Company business, financial condition or results of operations.

Investment in Philippine companies

Many of the listed Philippine companies belong to a few family-controlled groups of companies.
Accordingly, this may limit the number of shares available for investment. Likewise, sales of securities
by such issuer's major shareholders, or the perception that such sales may occur, may also significantly
and adversely affect the market price of such securities and, in turn, the investment. This could also
affect the liquidity of the securities or the ability to acquire or dispose of securities at the desired price and
time.

Legal Considerations - Shareholders' Rights

Prospective investors in the Market Access Securities should be aware that they are exposed to the
Philippine legal system. To the extent that the Underlyings or constituents of the Underlyings, as the case
may be, are shares, it is important to note that Philippine legal principles relating to the rights of
shareholders, or their practical implementation by Philippine courts, may differ from those that are
applied in other jurisdictions such as the United States or member states of the European Union. The
rights of shareholders under Philippine law might not be as clear as in these other jurisdictions. In
addition, under Philippine law, companies may have rights and defences to actions filed by shareholders
that may not be available in these other jurisdictions.
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The Underlying Company's corporate affairs are governed by its Articles of Incorporation and By-Laws,
the laws and regulations governing corporations incorporated in the Philippines, such as the Corporation
Code and the Securities Regulation Code ("SRC") of the Philippines, and, for listed companies, the
regulations and the rules of the Philippine Stock Exchange ("PSE™). The rights of the shareholders and
the responsibilities of the board of directors of the Underlying Company under Philippine law may be
different from those applicable to a company incorporated in another jurisdiction. Principal shareholders
of Philippine companies do not owe fiduciary duties to minority shareholders as may be the case in other
jurisdictions. The public shareholders may have more difficulty in protecting their interests in connection
with actions taken by members of the board of directors or by the principal shareholders of the
Underlying Company than they would as shareholders of a company incorporated in another jurisdiction.

The convening and conduct of annual and special meetings of shareholders of the Underlying Company
will be governed by Philippine law. The procedures and notice periods in relation to the convening of
such annual and special meetings of shareholders, as well as the entitlement of shareholders to attend and
vote at such general meetings, may be different from those in jurisdictions outside the Philippines.
Prospective investors in the Market Access Securities should note that the Foreign Investor outside the
Philippines may be subject to procedures and rights with regard to annual and special meetings of
shareholders of the Underlying Company that are different from those to which they may be accustomed
in other jurisdictions.

Tender Offer Rules

To the extent that the Underlyings are shares in a Philippine public company, prospective investors in the
Market Access Securities should be aware that certain acquisitions by the Foreign Investor outside the
Philippines of equity shares of the Underlying Company may be subject to mandatory tender offer rules.
Subsection 19.1 of the SRC, as implemented by SRC Rule 19 of the SRC Rules (as defined below),
provides the instances when a mandatory tender offer is required, which are the following:

0] any person or group of persons acting in concert, who intends to acquire thirty-five per cent.
(35%) or more of equity shares in a public company shall disclose such intention and
contemporaneously make a tender offer for the per cent. sought to all holders of such class;

(ii) any person or group of persons acting in concert, who intends to acquire thirty-five per cent.
(35%) or more of equity shares in a public company in one or more transactions within a period
of twelve (12) months shall be required to make a tender offer to all holders of such class for the
number of shares so acquired within the said period; and

(iii) if any acquisition of even less than thirty-five per cent. (35%) would result in ownership of over
fifty-one per cent. (51%) of the total outstanding equity securities of a public company, the
acquirer shall be required to make a tender offer for all the outstanding equity securities to all
remaining stockholders of the said company at a price supported by a fairness opinion provided
by an independent financial advisor or equivalent third party. The acquirer in such a tender offer
shall be required to accept any and all securities thus tendered.

Based on the above and as further expounded in the Revised Implementing Rules and Regulations of the
SRC ("SRC Rules"), any person or group of persons acting in concert who intends to acquire at least 35
per cent. of any class of any equity security of a public company (see paragraph (i) above) is required to
disclose such intention and contemporaneously make a tender offer for the per cent. sought to all holders
of such class. If the tender offer is for less than all of the outstanding equity securities of a class but a
greater number of securities is tendered pursuant thereto, the bidder will be bound to take up and pay for
the securities on a pro rata basis, disregarding fractions, according to the number of securities tendered
by each security holder during the period such offer remains open. If the tender offer is oversubscribed,
the aggregate amount of securities to be acquired at the close of such tender offer will be proportionately
distributed across both the selling shareholder with whom the acquirer may have been in private
negotiations and the minority shareholders.

This requirement also applies to any person or group of persons acting in concert, who intends to acquire
at least 35 per cent. of the total outstanding equity securities of a public company in two or more
transactions within a period of 12 months (see paragraph (ii) above). This rule seeks to prevent
circumvention of the requirement to make a tender offer through “creeping acquisitions™ although, in

UK-3041282-v12 -A-71 - 70-40514093



Part A — Product Supplement for Notes Generally — Risk Factors

determining whether the requirement will apply to the acquirer, only transactions done within a 12-month
period will be taken into account.

If any acquisition of even less than 35 per cent. would result in ownership of over 51 per cent. of the total
outstanding equity securities of a public company (see paragraph (ii) above), the acquirer will be required
to make a tender offer for all the outstanding equity interests to all remaining stockholders of the said
company at a price supported by a fairness opinion provided by an independent financial advisor or
equivalent third party. The acquirer in such a tender offer will be required to accept any and all securities
tendered.

These mandatory tender offer rules also apply to indirect acquisition whereby the result will make the
buyer in control of the public company. Based on a Philippine Supreme Court decision, whatever may be
the method by which control of a public company is obtained, either through the direct purchase of its
stocks or through indirect means such as the purchase of shares issued by a stockholder of a public
company, mandatory tender offer applies.

In any of the above-described transactions (i.e., those that will trigger the 35 per cent. or 51 per cent.
thresholds), the sale of the shares pursuant to the private transaction will not be completed prior to the
closing and completion of the tender offer. Transactions with any of the sellers of significant blocks of
shares with whom the acquirers may have been in private negotiations must close at the same time and
upon the same terms as the tender offer made to the public. In respect of acquisitions of at least 35 per
cent. within a period of 12 months, the last sale meeting the 35 per cent. threshold must not be
consummated until the closing and completion of the tender offer.

SRC Rule 19 provides that the requirements of mandatory tender offer do not apply to the following:

0] any purchase of shares from the unissued capital stock, provided that the acquisition will not
result in fifty per cent. (50%) or more ownership of shares by the purchaser;

(ii) any purchase of shares from an increase in authorised capital stock;

(iii) purchase in connection with foreclosure proceedings involving a duly constituted pledge or
security arrangement where the acquisition is made by the debtor or creditor;

(iv) purchases in connection with privatisation undertaken by the government of the Philippines;
(v) purchases in connection with corporate rehabilitation under court supervision;

(vi) purchases in the open market (e.g., in a stock exchange) at the prevailing market price; and
(vii) merger or consolidation

Beneficial Ownership Disclosure

To the extent that the Underlyings are shares in a Philippine company, prospective investors must also be
aware that there are certain disclosures to the Underlying Company, the Philippine Securities and
Exchange Commission ("PSEC™) and the PSE that need to be made by persons holding the beneficial
ownership of securities issued by the Underlying Company, even if such person does not hold the legal
title to such securities. Depending on the level of acquisition, the Foreign Investor outside the Philippines
may have to comply with these disclosure requirements.

Section 18 of the SRC and SRC Rule 18.1 require the disclosure by any person, who directly or
indirectly, acquires the beneficial ownership of more than 5 per cent. of any class of equity securities of a
public company or a company which has sold a class of its securities pursuant to the registration
requirements under the SRC within five (5) business days from the date of the acquisition of such
beneficial ownership. If any change occurs in the beneficial ownership, the same must likewise be
reported to the PSEC.

To implement Section 23 of the SRC, SRC Rule 23 requires the disclosure by any person, who directly or
indirectly, acquires the beneficial ownership of 10 per cent. or more of any class of any equity security of
a public company or a company which has sold a class of its securities pursuant to the registration
requirements under the SRC within ten (10) days from the date of the acquisition of such ownership. Any
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change in the 10 per cent. beneficial ownership during the month shall likewise be disclosed within ten
(10) days after the close of each calendar month.

The SRC Rules define a "beneficial owner" as any person who, directly or indirectly, through any
contract, arrangement, understanding, relationship or otherwise, has or shares voting power, which
includes the power to vote, or to direct the voting of the security; and/or investment returns or power,
which includes the power to dispose of, or to direct the disposition of such security.

A person shall be deemed to be the beneficial owner of a security if that person has the right to acquire
such beneficial ownership within thirty (30) days, including, but not limited to, any right to acquire,
through the exercise of any option, warrant or right; through the conversion of any security; pursuant to
the power to revoke a trust, discretionary account or similar arrangement; or pursuant to automatic
termination of a trust, discretionary account or similar arrangement.

Pursuant to the preceding paragraph, derivatives (such as options), are not includable as "equity
securities,” unless such options and other physically-settled derivatives give the optionee or the person
concerned the right to acquire the underlying "equity securities" within thirty (30) days. This means that
such options or derivatives are to be counted as "equity securities" within thirty (30) days of their exercise
or physical settlement. If amounts payable in respect of the Market Access Securities are paid in cash
with the Issuer not being under any obligation to deliver the underlying equity securities and considering
further that the Market Access Securities do not vest in the MAS Holder beneficial ownership over the
shares of the Underlying Company, the disclosure requirement does not apply to the MAS Holders simply
by the acquisition of the Market Access Securities.

Each of the Issuer and/or its Affiliates only has to report those shares which it beneficially owns. A
HSBC entity does not need to aggregate its holdings with other entities within the HSBC group if it is not
the beneficial owner of such other HSBC entity's stockholdings. However, if the parent company of the
HSBC entities beneficially owns the securities held by its subsidiaries and other companies within the
group, the parent company has to disclose such ownership on a consolidated basis. The SRC Rules
provide that all securities of the same class beneficially owned by a person, regardless of the form such
beneficial ownership takes, must be aggregated in calculating the number of shares beneficially owned by
such person.

The disclosure requirements also apply to indirect beneficial ownership interests. A person is deemed to
have an indirect beneficial ownership interest in any security that is held by a corporation of which such
person is the controlling shareholder. Control here is defined as "the power to govern the financial and
operating policies of an enterprise so as to obtain benefits from its activities." Control is presumed to
exist "when the parent owns, directly or indirectly through subsidiaries, more than one half of the voting
power of an enterprise unless, in exceptional cases, it can be clearly demonstrated that such ownership
does not constitute control." Thus, to the extent a HSBC entity controls other HSBC entities, whether
directly or indirectly, it will be deemed to be the beneficial owner of the shares held by such other HSBC
entities and therefore subject to the disclosure requirement.

Foreign Ownership Limitations

Foreign Investors outside the Philippines can generally invest directly in Philippine listed securities,
subject to certain foreign ownership limits. These limitations are set out in the Foreign Investment
Negative List, which is amended/updated from time to time, pursuant to the Foreign Investments Act of
1991. For instance, Foreign Investors outside the Philippines can own only up to 40 per cent. of the
voting stock of a public utility. Foreign Investors outside the Philippines are not allowed to invest in any
company engaged in mass media.

Prospective investors must also take into account the above limitations when investing in the Market
Access Securities to the extent that the Underlyings are debts owed to a foreign lender and such debts are
secured by shares in a Philippine company that is subject to foreign ownership limits. A pledge may be
validly constituted over all of the shares of such Philippine company in favour of the foreign lender. Such
foreign lender can enforce the security over all such shares, and may purchase the shares in the public
auction that will be held in the course of enforcing the security, but only up to the extent of the foreign
ownership allowed. Any shares in excess of the foreign ownership limits may only be purchased by a
qualified person (i.e., a Philippine national).
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Issues (excluding taxation issues) relating to dividend payment

To the extent that the Underlyings are shares, the issues relating to dividend payment in connection with
such Underlyings are set out below.

In accordance with the applicable Philippine law, cash dividends must be declared by the board of
directors of the company and only out of the corporation's "unrestricted retained earnings”. Stock
dividends, on the other hand, require both the approval of the board of directors and the stockholders
representing not less than two-thirds (2/3) of the outstanding capital stock.

The PSEC issued the "Guidelines on the Determination of Retained Earnings Available for Dividend
Declaration™ on 5 December 2008 ("PSEC Guidelines"). The PSEC Guidelines cover the determination
of availability of retained earnings for declaration of cash, stock or property dividends.

Under the PSEC Guidelines, the term "retained earnings" means the accumulated profits realised out of
normal and continuous operations of the business after deducting therefrom distributions to stockholders
and transfers to capital stock or other accounts. The retained earnings shall be the amount as shown in the
financial statements audited by the company's independent auditor. If applicable, such amount shall refer
to the retained earnings of the parent company but not the consolidated financial statements.

On the other hand, "unrestricted retained earnings™ which is available for dividend declaration is the
amount of accumulated profits and gains realised out of the normal and continuous operations of the
company after deducting therefrom distributions to stockholders and transfers to capital stock or other
accounts, and which is: (1) not appropriated by its board of directors for corporate expansion projects or
programs; (2) not covered by a restriction for dividend declaration under a loan agreement; and (3) not
required to be retained under special reserve for probable contingencies.

Holders of shares on the applicable record dates will be entitled to the full amount of dividends approved,
subject to Philippine withholding tax imposed, if any. Under PSEC regulations, cash dividends declared
by corporations shall have a record date of not less than ten (10) nor more than thirty (30) days from said
declaration. In case no record date is specified, then the same shall ipso facto be deemed fixed at fifteen
(15) days after such declaration.

Exchange Control

Under regulations promulgated by the Bangko Sentral ng Pilipinas ("BSP"), no person may import or
export nor bring with him into or take out of the country, or electronically transfer, legal tender Philippine
notes and coins, checks, money order and other bills of exchange drawn in pesos against banks operating
in the Philippines in an amount exceeding PHP10,000.00 Philippine Peso ("PHP") without authorisation
by the BSP.

A non-resident cannot, as a rule, open and maintain peso deposit accounts with local banks unless these
are funded by an inward remittance of foreign exchange or peso income from or peso proceeds of
conversion of properties located in the Philippines whether real or personal, belonging to said
non-resident.

There are exchange regulations when conversion is effected through Authorised Agent Banks (as such
term is defined under the BSP Manual of Foreign Exchange Transactions which forms part of the BSP
Manual of Regulations for Banks) and their related foreign exchange corporations (collectively, "BSP
Regulated Entities"). Under BSP regulations, BSP Regulated Entities may not, as a general rule, sell
foreign currency to non-residents. They can only sell foreign currency to non-residents in respect of
certain transactions and provided the required conditions are met.

Under BSP rules, inward foreign investments (such as foreign direct investments in Philippine firms or
enterprises, investments in securities listed in the PSE or investments in peso-denominated money market
instruments) should be registered with the BSP if the foreign exchange needed to service the repatriation
of capital and the remittance of dividends, profits and earnings which accrue thereon shall be purchased
from BSP Regulated Entities. For instance, if the peso bank account of a non-resident was funded
through an inward remittance of foreign exchange, and the peso funds were then used by such
non-resident to invest in the shares of a Philippine company, the investor can later purchase foreign
exchange from any of the BSP Regulated Entities to service repatriation of capital or remittance of
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dividends and other earnings derived from any of such investments, provided the investment was
registered with the BSP.

However, peso funds can be freely converted into foreign currency outside the Philippine banking system,
e.g., through a spot transaction with a Philippine corporation that has its own stock of foreign currency.
Provided the foreign currency proceeds of the conversion were sourced from outside the banking system,
such proceeds can be transferred outside the Philippines through the remittance facilities of a local bank.

Taxation issues relating to dividend or coupon payments

Where the Underlyings are shares and the Issuer holds such Underlyings, the Issuer, as holder of the
shares will be subject to the tax on dividends declared by the Underlying Company, although the Issuer
will deduct such tax from the Additional Payment (if any) which will be paid to the investors. If the
Issuer is a non-resident foreign corporation, the dividend tax applicable to it shall be at the rate specified
below.

Dividends received from a domestic corporation by a non-resident foreign corporation are generally
subject to final withholding tax at the rate of thirty per cent. (30%) subject to applicable preferential tax
rates under tax treaties in force between the Philippines and the country of domicile of such non-resident
foreign corporation. The thirty per cent. (30%) rate for dividends paid to non-resident foreign
corporations may be reduced to a special fifteen per cent. (15%) rate if (a) the country in which the
non-resident foreign corporation is domiciled imposes no taxes on foreign sourced dividends or (b) the
country in which the non-resident foreign corporation is domiciled allows a credit against the tax due
from the non-resident corporation taxes deemed to have been paid in the Philippines equivalent to fifteen
per cent. (15%).

Philippine tax authorities have prescribed, through an administrative issuance, procedures for availment
of tax treaty relief. The domestic corporation declaring the dividends will withhold at a reduced rate on
dividends paid to a non-resident holder of shares or interest paid to a non-resident holder if such
non-resident holder provides the corporation with a certification or ruling from the Philippine taxing
authorities that the non-resident holder qualifies for a reduced or preferential tax rate. If the regular rate
of tax is withheld by the domestic corporation instead of the reduced rates applicable under a treaty, the
non-resident holder of shares may file a claim for a refund from the Philippine taxing authorities within
two years from the date the tax was paid. However, because the refund process in the Philippines
requires the filing of an administrative claim and the submission of supporting information, and may also
involve the filing of a judicial appeal, it may be impractical to pursue such a refund unless the claim is
substantial in amount.

Where the Underlyings are shares or bonds, the investors (who owned the Market Access Securities
immediately prior to the ex-dividend/coupon date) may be entitled to receive amounts reflecting the
dividends or coupons some time after the dividend or coupon is an