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Certain defined terms

Within this document, ‘the Bank’ or ‘solo’ is defined as The Hongkong and Shanghai Banking Corporation
Limited and ‘the group’ is defined as the Bank together with its subsidiaries. The Hong Kong Special
Administrative Region of the People’s Republic of China is referred to as ‘Hong Kong'. The abbreviation ‘m’
represents millions of the relevant currency.
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Regulatory Capital Instruments at 31 December 2018

1) Ordinary Shares
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel Il rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument
Accounting classification
Original date of issuance
Perpetual or dated
Original maturity date
Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon

Coupon rate and any related index

Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative
Convertible or non-convertible
If convertible, conversion trigger(s)
If convertible, fully or partially
If convertible, conversion rate
If convertible, mandatory or optional conversion
If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature
If write-down, write-down trigger(s)
If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Common Equity Tier 1
Solo and group

Ordinary shares

HK$170,881m

No par value (Total amount HK$172,335m)
Shareholders' equity

Various

Perpetual

No maturity

NA

NA

NA

NA
NA
NA

Fully discretionary

NA
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

No
NA
NA
NA
NA

Represents the most subordinated claim in liquidation of the

bank

No
NA

Terms and conditions - Capital instrument 1

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

2) Perpetual subordinated loan (US$1,000m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel Il rules®
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Additional Tier 1
Solo and group

Perpetual debt instruments
HK$7,756m

US$1,000m

Shareholders’ equity

22 December 2014

Perpetual

No maturity

Yes

22 December 2019 at par value

Callable on any interest payment date after first call date

Floating

1 year USD LIBOR + 3.84%
No

Fully discretionary

No
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinated to the claims of all Senior
Creditors (including any holders of Tier 2 Instruments)

No
NA

Terms and conditions - Capital instrument 2

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

3) Perpetual subordinated loan (US$900m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel lIl rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Additional Tier 1
Solo and group

Perpetual debt instruments
HK$6,981Tm

US$900m

Shareholders’ equity

22 December 2014

Perpetual

No maturity

Yes

22 December 2019 at par value

Callable on any interest payment date after first call date

Floating
1 year USD LIBOR + 3.84%
No

Fully discretionary

No
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinated to the claims of all Senior
Creditors (including any holders of Tier 2 Instruments)

No
NA

Terms and conditions - Capital instrument 3

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

4) Perpetual subordinated loan (US$900m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel lIl rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Additional Tier 1
Solo and group

Perpetual debt instruments
HK$7,048m

US$900m
Shareholders’ equity
20 November 2018
Perpetual

No maturity

Yes

20 November 2023 at par value

Callable on any date after first call date

Floating
3 months USD LIBOR + 3.51%
No

Fully discretionary

No
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinated to the claims of all Senior
Creditors (including any holders of Tier 2 Instruments)

No
NA

Terms and conditions - Capital instrument 4

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

5) Perpetual subordinated loan (US$500m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel lIl rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Additional Tier 1
Solo and group

Perpetual debt instruments
HK$3,915m

US$500m
Shareholders’ equity
20 November 2018
Perpetual

No maturity

Yes

20 November 2023 at par value

Callable on any date after first call date

Floating
3 months USD LIBOR + 3.51%
No

Fully discretionary

No
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinated to the claims of all Senior
Creditors (including any holders of Tier 2 Instruments)

No
NA

Terms and conditions - Capital instrument 5

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

6) Perpetual subordinated loan (US$600m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel lIl rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Additional Tier 1
Solo and group

Perpetual debt instruments
HK$4,698m

US$600m

Shareholders’ equity

20 November 2018

Perpetual

No maturity

Yes

20 November 2024 at par value

Callable on any date after first call date

Floating
3 months USD LIBOR + 3.62%
No

Fully discretionary

No
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinated to the claims of all Senior
Creditors (including any holders of Tier 2 Instruments)

No
NA

!Terms and conditions - Capital instrument 6

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

7) Perpetual subordinated loan (US$700m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel lIl rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Additional Tier 1
Solo and group

Perpetual debt instruments
HK$5,481m

US$700m
Shareholders’ equity
20 December 2018
Perpetual

No maturity

Yes

20 December 2023 at par value

Callable on any date after first call date

Floating
3 months USD LIBOR + 4.98%
No

Fully discretionary

No
Non-cumulative
Non-convertible
NA
NA
NA
NA
NA
NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinated to the claims of all Senior
Creditors (including any holders of Tier 2 Instruments)

No
NA

Terms and conditions - Capital instrument 7

The Hongkong and Shanghai Banking Corporation Limited



Regulatory Capital Instruments at 31 December 2018

8) Primary capital undated floating rate notes (US$400m)

1 Issuer The Hongkong and Shanghai Banking Corporation Limited

2 Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for ISIN GB0004355490
private placement)

3 Governing law(s) of the instrument English Law

Regulatory treatment

4 Transitional Basel Il rules’ Tier 2

5 Post-transitional Basel Il rules? NA

6 Eligible at solo®/ group / solo and group Solo and group

7 Instrument type (types to be specified by Perpetual debt instruments
each jurisdiction)

8 Amount recognised in regulatory capital (currency in HK$3,133m
million, as of most recent reporting date)

9 Par value of instrument US$400m

10 Accounting classification Liability - amortised cost

11 Original date of issuance 9 Jul 1986

12 Perpetual or dated Perpetual

13 Original maturity date No maturity

14 Issuer call subject to prior supervisory approval Yes

15 Optional call date, contingent call dates and 9 July 1991 at par value
redemption amount

16 Subsequent call dates, if applicable Callable on any interest payment date after first call date
Coupons / dividends

17 Fixed or floating dividend/coupon Floating

18 Coupon rate and any related index 3 months USD LIBOR (if LIMEAN is unavailable) + 0.1875%

19 Existence of a dividend stopper No

20 Fully discretionary, partially discretionary Mandatory
or mandatory

21 Existence of step up or other incentive to redeem No

22 Non-cumulative or cumulative Cumulative

23 Convertible or non-convertible Non-convertible

24 If convertible, conversion trigger(s) NA

25 If convertible, fully or partially NA

26 If convertible, conversion rate NA

27 If convertible, mandatory or optional conversion NA

28 If convertible, specify instrument type convertible into NA

29 If convertible, specify issuer of instrument it NA
converts into

30 Write-down feature No

31 If write-down, write-down trigger(s) NA

32 If write-down, full or partial NA

33 If write-down, permanent or temporary NA

34 If temporary write-down, description of NA
write-up mechanism

35 Position in subordination hierarchy in liquidation (specify Immediately subordinate to Senior Creditors
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

36 Non-compliant transitioned features Yes

37 If yes, specify non-compliant features Without Non-Viability Loss Absorption Clauses

Terms and conditions Terms and conditions - Capital instrument 8

The Hongkong and Shanghai Banking Corporation Limited 10



Regulatory Capital Instruments at 31 December 2018

9) Subordinated loan due 2024 (US$600m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel Il rules®
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Tier 2
Solo and group

Other Tier 2 instruments
HK$4,700m

US$600m

Liability - amortised cost

21 Mar 2014

Dated

21 Mar 2024

Yes

21 March 2019 at par value

Callable on any interest payment date after first call date

Floating

3 months USD LIBOR + 2.10%
No

Mandatory

No

Cumulative
Non-convertible
NA

NA

NA

NA

NA

NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinate to Senior Creditors

No
NA

Terms and conditions - Capital instrument 9

The Hongkong and Shanghai Banking Corporation Limited

11



Regulatory Capital Instruments at 31 December 2018

10) Subordinated loan due 2024 (US$1,000m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel 1l rules’
Post-transitional Basel Il rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Tier 2
Solo and group

Other Tier 2 instruments
HK$7,834m

US$1,000m

Liability - amortised cost
18 Jun 2014

Dated

18 Jun 2024

Yes

18 June 2019 at par value

Callable on any interest payment date after first call date

Floating

3 months USD LIBOR + 1.915%
No

Mandatory

No

Cumulative
Non-convertible
NA

NA

NA

NA

NA

NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinate to Senior Creditors

No
NA

Terms and conditions - Capital instrument 10

The Hongkong and Shanghai Banking Corporation Limited
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Regulatory Capital Instruments at 31 December 2018

11) Subordinated loan due 2025 (US$180m)
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Issuer

Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for
private placement)

Governing law(s) of the instrument
Regulatory treatment
Transitional Basel Il rules’
Post-transitional Basel lIl rules?
Eligible at solo®/ group / solo and group

Instrument type (types to be specified by
each jurisdiction)

Amount recognised in regulatory capital (currency in
million, as of most recent reporting date)

Par value of instrument

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer call subject to prior supervisory approval

Optional call date, contingent call dates and
redemption amount

Subsequent call dates, if applicable
Coupons / dividends

Fixed or floating dividend/coupon
Coupon rate and any related index
Existence of a dividend stopper

Fully discretionary, partially discretionary
or mandatory

Existence of step up or other incentive to redeem
Non-cumulative or cumulative

Convertible or non-convertible

If convertible, conversion trigger(s)

If convertible, fully or partially

If convertible, conversion rate

If convertible, mandatory or optional conversion

If convertible, specify instrument type convertible into

If convertible, specify issuer of instrument it
converts into

Write-down feature

If write-down, write-down trigger(s)

If write-down, full or partial
If write-down, permanent or temporary

If temporary write-down, description of
write-up mechanism

Position in subordination hierarchy in liquidation (specify
instrument type immediately senior to instrument in the
insolvency creditor hierarchy of the legal entity concerned)

Non-compliant transitioned features
If yes, specify non-compliant features

Terms and conditions

The Hongkong and Shanghai Banking Corporation Limited
NA

Laws of Hong Kong

NA
Tier 2
Solo and group

Other Tier 2 instruments
HK$1,410m

US$180m

Liability - amortised cost

25 Nov 2015

Dated

25 Nov 2025

Yes

25 November 2020 at par value

Callable on any interest payment date after first call date

Floating

3 months USD LIBOR + 2.54%
No

Mandatory

No

Cumulative
Non-convertible
NA

NA

NA

NA

NA

NA

Yes

Non-viability Event. Hong Kong Monetary Authority -
Contractual

Full
Permanent
NA

Immediately subordinate to Senior Creditors
No

NA

ITerms and conditions - Capital instrument 11

The Hongkong and Shanghai Banking Corporation Limited
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Regulatory Capital Instruments at 31 December 2018

Footnotes:

1 Regulatory treatment of capital instruments subject to transitional arrangements provided for in Schedule 4H of the Banking (Capital)
Rules

2 Regulatory treatment of capital instruments not subject to transitional arrangements provided for in Schedule 4H of the Banking
(Capital) Rules

3 Include solo-consolidated

The Hongkong and Shanghai Banking Corporation Limited 14
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ARTICLES OF ASSOCIATION

OF

The Hongkong and Shanghai Banking Corporation Limited

(As adopted pursuant to The Hongkong and Shanghai Banking Corporation Limited
(Amendment) Ordinance 1997 and amended by Special Resolution dated 19 May 2014)






Company No. 263876
THE COMPANIES ORDINANCE
(CHAPTER 622)
SPECIAL RESOLUTION
of

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED
(“the Bank”™)

Passed on 20 November 2018

I, Philip David Miller, being the Deputy Corporation Secretary of the Bank, hereby
certify that the following Special Resolution was passed by the shareholders of the Bank
pursuant to Section 548 of the Companies Ordinance (Cap. 622) and Article 71 of the
Articles of Association of the Bank on the above mentioned date:-

“RESOLVED THAT the terms of a proposed share buy-back contract (the “Contract”)
between the Bank and HSBC Asia Holdings B.V. relating to the buy-back of (i)
200,000,000 cumulative irredeemable preference shares and (ii) 2,478,000,000 non-
cumulative irredeemable preference shares, all of which have been issued fully paid or
credited as fully paid (together, the Preference Shares) for consideration of US$1 per
Preference Share (US$2,678,000,000 in aggregate), together with all interest accrued and
outstanding in respect of the period from (and including) the date that interest was last
paid on the relevant Preference Shares to (but excluding) the date of completion of the
transfer of the Preference Shares pursuant to the Contract, which combined sum is to be
derived from the distributable profits of the Bank be and is hereby approved in
accordance with the Companies Ordinance (Cap. 622 of the Laws of Hong Kong) and
that any two members of the Executive Committee of the Bank, one of whom must be the
Chief Executive or Chief Financial Officer, be authorised to sign on behalf of the Bank
the Contract and related documents.”

Dated the 22" day of November 2018

(Sd.) Philip David Miller

Deputy Corporation Secretary






No. 263876

CERTIFICATE OF INCORPORATION

WHEREAS The Hongkong and Shanghai Banking Corporation, a company created by virtue
of The Hongkong and Shanghai Banking Corporation Ordinance, Chapter 70 of the Laws of
Hong Kong, has applied for registration pursuant to Part IX of the Companies Ordinance,
Chapter 32 of the Laws of Hong Kong.

| HEREBY CERTIFY THAT

the said The Hongkong and Shanghai Banking Corporation is this day incorporated in Hong
Kong under the Companies Ordinance as a company with the name of THE HONGKONG
AND SHANGHAI BANKING CORPORATION LIMITED, and that this company is limited.

Given under my hand this Sixth day of October One Thousand Nine Hundred and
Eighty-nine.

(Sd.) NOEL M. GLEESON
Registrar General
(Registrar of Companies)
Hong Kong
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N0.263876

THE COMPANIES ORDINANCE (Chapter 622)
COMPANY LIMITED BY SHARES

ARTICLES OF ASSOCIATION
(As adopted pursuant to The Hongkong and Shanghai Banking Corporation Limited
(Amendment) Ordinance 1997 and amended by Special Resolution dated 19 May 2014)

OF

The Hongkong and Shanghai Banking Corporation Limited

PRELIMINARY

1 The regulations contained in the Companies (Model Articles) Notice (LN77 of
2013) shall not apply to the Company, but the following shall, subject to repeal,
addition and alteration as provided by the Ordinance, the Bank Ordinance or
these Articles, be the Articles of Association of the Company.

INTERPRETATION

2 (@) In these Articles, save where the context otherwise requires, the following
expressions have the following meanings : -

Expression Meaning

"the Auditors” the auditors for the time being of the
company;

"these Articles" these Articles of Association in their present

form or as altered from time to time;

"the Bank Ordinance" The Hongkong and Shanghai Banking
Corporation Limited Ordinance (Chapter 70 of
the Laws of Hong Kong) or any statutory re-
enactment or modification thereof for the time
being in force;





"the Board” and “the Directors"

"Ca”"

"the Company"

"Director"

"dividend"

"DOIIarS" & ll$ll
"member"
"month"

"the Office"

“the Ordinance"

"paid”

"the Register"

"the Seal"

"the Secretary"

the Directors or the Directors present at a
duly convened meeting of Directors at which
a quorum is present;

includes any instalment of a call and, in the
application of provisions of these Articles to
forfeiture of shares, any sum which, by the
terms of issue of a share, is payable at a
fixed time;

The Hongkong and Shanghai Banking
Corporation Limited;

a director for the time being of the
Company;

includes distributions in specie or in kind
and capital distributions;

dollars of Hong Kong currency;
a member of the Company;
calendar month;

the registered office of the Company for the
time being;

the Companies Ordinance (Chapter 622
of the Laws of Hong Kong) or any statutory
re-enactment or modification thereof for
the time being in force; and any reference to
any section or provision of the Ordinance
shall be deemed to include a reference to
any  statutory re-enactment or
modification thereof for the time being in
force;

includes credited as paid;

the register of members of the Company
kept pursuant to the Ordinance and
includes any branch register kept pursuant
to the Ordinance;

the common seal of the Company or any
official seal that the Company may have as
permitted by the Ordinance;

the person appointed for the time being to
perform for the Company the duties of a
secretary and includes a temporary or
assistant secretary;





"share"

"the Statutes"

"in writing" and "written"

a share in the capital of the Company;

the Companies Ordinance (Chapter 622 of
the Laws of Hong Kong), the Companies
(Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong
Kong), The Hongkong and Shanghai Banking
Corporation Limited Ordinance (Chapter 70 of
the Laws of Hong Kong) and every other
ordinance for the time being in force and
effecting the Company;

includes facsimile and electronic
communication messages and any mode of
reproducing words in a legible and non-
transitory form.

(b) In these Articles, if not inconsistent with the subject or context, words
importing the singular number only shall include the plural number and vice
versa, words importing any gender shall include all other genders and
references to persons shall include corporations (acting, where applicable,
by their duly authorised representatives).

(c) Subject as aforesaid, any words defined in the Ordinance in force at the
date when these Articles are adopted shall, if not inconsistent with the
subject or context, bear the same meaning in these Articles or such part (as

the case may be).

(d) The headings and any marginal notes are inserted for convenience only
and shall not affect the construction of these Articles.

NAME

3 The name of the Company is The Hongkong and Shanghai Banking Corporation Limited.

OFFICE

4 The Company shall maintain its head office in Hong Kong. The head office shall
be at No.1 Queen's Road Central in Hong Kong or at such other place in Hong
Kong as the Directors shall from time to time resolve.

5 The Office shall be at such place in Hong Kong as the Directors shall from time to time

resolve.

LIABILITY OF MEMBERS

6 The liability of members of the Company shall be limited to any amount unpaid

on the shares held by the members.

COMPANY OBJECTS

7 The objects for which the Company is established are:

(@) To carry on in any part of the world the business of banking of all kinds
and to transact and do all matters and things incidental thereto, or which





may at any time hereafter, at any place where the Company shall carry
on business, be usually carried on as part of or in connection with, or
which may be conducive to or be calculated to facilitate or render
profitable the transaction of, the business of banking or dealing in money
or securities of any kind; and, in particular, and without prejudice to such
generality:

(i)

(i)
(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

)

(xi)

(xii)

To receive money on loan, deposit, current account or otherwise at
interest or otherwise with or without security, to obtain the use and
control of money and securities, and to employ and use the same in
any manner which the Company may consider expedient.

To advance or lend money or give credit with or without security.

To draw, make, accept, endorse, grant, discount, acquire, buy, sell,
issue, negotiate, transfer, hold, invest or deal in and honour, retire,
pay or secure obligations, instruments (whether negotiable or not)
and securities of every kind.

To grant, issue, negotiate, honour, retire and pay letters of credit,
circular notes, drafts and other instruments and securities of every
kind.

To buy, sell and deal in foreign exchange, precious metals, bullion
and specie.

To contract for public and private loans and to negotiate and issue
the same.

To receive money, securities, documents, bullion, jewellery and any
other valuables, goods, chattels, movable effects and personal property
of every kind on deposit or for safe custody or otherwise.

To collect and transmit money and securities and to act as agent for
the receipt of money or of documents and for the delivery of
documents.

To issue and transact business in respect of all types of bankers cards
and credit cards, whether issued by the Company or by any other
person or company.

To guarantee or otherwise accept responsibility for the genuineness
and validity of obligations, instruments, deeds and documents of all
kinds.

To guarantee or otherwise become responsible for the
performance of obligations or contracts of every kind by any
company or person.

To promote, effect, insure, guarantee, underwrite, secure the
subscription or placing of, subscribe or tender for or procure the
subscription of, participate in, manage or carry out any issue, public
or private, of state, municipal or other loans, or of shares, stocks,
debentures or debenture stock of any company, firm or person and to
lend money for the purposes of any such issue.





(b)

(©

(d)

(xiii) To take, accept, enforce, release, sell, realise, dispose of and convert
into money or otherwise deal with any real or personal property of
whatever description, mortgaged, charged, pledged or hypothecated to
the Company or taken by it in satisfaction, liquidation or payment
of any debt or liability.

(xiv) To grant indemnities against loss and risks of all kinds.

(xv) Subject to applicable Hong Kong Ordinances and Laws from time to
time and for the time being in force (including the Legal Tender
Notes Issue Ordinance (Chapter 65)), in Hong Kong, but not
elsewhere, to issue, re- issue and circulate notes of the Company
payable to bearer on demand.

To carry on financial business and financial operations of all kinds, and
in particular and without prejudice to the generality of the foregoing to
finance or assist in the financing of the sale of goods, articles or
commodities of all and every kind or description whether by way of
personal loan, lease, hire purchase, instalment finance, deferred payment
or otherwise, to institute, enter into, carry on, subsidise, finance or assist in
subsidising or financing the sale and/or upkeep and maintenance of any
goods, articles or commodities of all and every kind and description on any
terms whatever, to acquire by assignment or otherwise, debts due and
owing to any person or company and to collect such debts and to
constitute and to act as managers of unit trusts and investment trusts
and to issue and transact business in respect of all types of bankers'
payment systems and to carry on all kinds of insurance business and
generally to act as insurance brokers or in any other capacity, and to
import, export, buy, sell, barter, exchange, let on hire, pledge, make
advances upon or otherwise deal in any property whether tangible or
intangible.

To enter into arrangements with companies, firms and persons for
promoting and increasing the manufacture, sale and purchase and/or
upkeep and maintenance of goods, articles or commodities of every kind,
either by buying, selling, letting or taking on hire, hire-purchase or easy-
payment systems, or by financing or assisting such other companies, firms
or persons to do all or any of such last-mentioned acts, transactions and
things, and in such manner as may be necessary or expedient, and in
connection with or for any of these purposes, to purchase agreements (or
any rights thereunder), lend money, give indemnities, guarantees or
securities or otherwise finance or assist all or any of such purposes on such
terms and in such manner as may be desirable or expedient.

To aid any government or state or any municipal or other body politic or
corporate or any firm or company in the prosecution of any works,
undertakings, projects or enterprises by the provision of capital, loans,
credit, resources or by participation; and to prosecute and execute
directly or by contribution or other assistance any works, undertakings,
projects or enterprises in which or on the security whereof or of any
profits or emoluments derivable from which the Company shall have
invested or lent money, embarked capital or in any way engaged its
credit.





(e)

®

(9

(h)

(i)

To act as trustee for the holders of or otherwise in relation to any shares,
stocks, funds, debentures, debenture stock, bonds, mortgages,
obligations, options, option certificates, treasury bills or securities issued or
to be issued by any government, state, provincial, municipal or other
authority, corporation, company, firm or person and generally to
undertake and execute any trusts, whether public or private, and to
undertake and execute either alone or jointly with others, and either in its
own name or through or by means of an officer or a party appointed by
the Company, the office of receiver or manager for debenture holders or
other mortgagees, custodian, trustee, executor, administrator, receiver,
manager, committee, liquidator, treasurer, comptroller or registrar, or any
other office of trust or confidence, and to perform and discharge the
duties incident to any such office and to transact all kinds of business
arising in connection therewith; and to keep for any corporation, company,
firm or person and for any government, state, principality, authority, or
body, whether supreme, provincial, municipal, local or otherwise, any register
relating to any real or personal property or to any stocks, funds, shares
or securities, and to undertake any duties in relation thereto or to the
registration of transfers, assignments, mortgages, charges, deeds,
documents or things, or the issue of certificates, or otherwise.

To act as the holding and co-ordinating company of the group of
companies for which the Company is for the time being the holding
company.

To purchase, take on lease or in exchange, hire or otherwise acquire
and hold for any estate or interest, and manage any lands, buildings,
servitude, easements, rights, privileges, concessions, machinery, plant,
stock-in-trade and any heritable or moveable real or personal property of
any kind.

To purchase or otherwise acquire, dispose of, protect, extend and renew
any patents, brevets d'invention, licences, concessions, copyrights,
registered designs, service marks and trade marks (whether registered or
not), design right or any similar property rights, including those subsisting
in inventions, designs, drawings, performances, computer programmes,
semi-conductor topographies, confidential information, business names,
goodwill and the style or presentation of goods or services and
application for protection thereof, which may seem to the Company
capable of being used for any of the purposes of the Company, or the
acquisition of which may seem calculated directly or indirectly to benefit
the Company, to use, exercise, develop, grant licences in respect of or
otherwise turn to account any of the same for any purpose whatsoever,
whether manufacturing or otherwise, which the Company may think
calculated directly or indirectly to achieve these objects.

To form, promote, subsidise and assist companies, syndicates or other
bodies of all kinds and to issue on commission or otherwise underwrite,
subscribe for and take or guarantee the payment of any dividend or
interest on any shares, stocks, debentures or other capital or securities
or obligations of any such companies, syndicates or other bodies, and to
pay or provide for brokerage commission and underwriting in respect of
any such issue.





0)

(k)

0

(m)

(n)

(0)

()

(a)

To enter into partnerships or into any arrangement for sharing profits,
union of interests, co-operation, reciprocal concessions or otherwise with
any person or company for the purpose of carrying on business within
any of the objects of the Company.

To purchase or otherwise acquire and undertake all or any part of the
business, property, liabilites and transactions of any person, body or
company carrying on any business which the Company is authorised to
carry on, or possessed of property, assets or rights suitable for any of
the purposes of the Company.

To develop, work, improve, manage, lease, mortgage, charge, pledge,
turn to account or otherwise deal with all or any part of the property,
assets or rights of the Company; to surrender or accept surrender of
any lease or tenancy or rights; and to sell or deal with the property, assets,
business, rights or undertaking of the Company, or any part thereof, for
such consideration and on such terms as the Company may think fit,
and including for cash or shares, debentures or securities of any other
company.

To build, construct, erect, maintain, alter, replace or remove any
buildings, works, offices, erections, plant, machinery, tools, equipment or
otherwise as may seem desirable for any of the businesses or in the
interests of the Company; and to manufacture, buy, sell, lease or
otherwise acquire and generally deal in any plant, tools, machinery,
goods or things of any description which may be conveniently dealt with
in connection with any of the Company's objects.

To manage and conduct the affairs of any companies, firms, bodies and
persons carrying on business of any kind whatsoever, and in any part of
the world.

To enter into, carry on and participate in financial transactions and
dealings and operations of all kinds; and to take any steps which may be
considered expedient for carrying into effect such transactions, dealings
and operations including, without prejudice to the generality of the
foregoing, borrowing and lending money and entering into contracts and
arrangements of all kinds.

To borrow or raise money in such manner as the Company shall think
fit and on security or otherwise and in particular by the issue (whether at
par or at a premium or discount and for such consideration as the
Company may think fit) of bonds, debentures or debenture stock (payable
to bearer or otherwise), mortgages or charges, shares or other securities,
perpetual or otherwise, and, if the Company thinks fit, charged on all or
any of the Company's property (both present and future) and undertaking
including its uncalled capital and further, if so thought fit, convertible into
any stock or shares or securities of the Company or any other company,
and collaterally or further to secure any obligations of the Company by a
trust deed or other assurance.

To guarantee or otherwise support or secure, either with or without the
Company receiving any consideration or advantage and whether by
personal covenant or by mortgaging or charging all or part of the





(n

(s)

®

(u)

v)

(w)

()

)

undertaking, property, assets and rights present and future and uncalled
capital of the Company or by both such methods or by any other means
whatsoever, the liabilities and obligations of and the payment of any
moneys whatsoever (including but not limited to capital, principal,
premiums, interest, dividends, costs and expenses on any stocks, shares
or securities) by any person, firm or company whatsoever including but not
limited to any company which is for the time being the holding company or
a subsidiary (both as defined in Division 4 of Part 1 of the Ordinance) of
the Company or of the Company's holding company or is controlled by the
same person or persons as control the Company or is otherwise
associated with the Company in its business.

To grant indemnities of every description and to undertake obligations of
every description.

To make, draw, accept, exchange, endorse, negotiate, execute and issue
promissory notes, bills of exchange or other negotiable instruments and
to receive money on deposit or loan.

To pay commission to and remunerate any person or company for
services rendered in underwriting or placing, or assisting to underwrite or
place, any of the shares in the Company's share capital or any debentures
or other securities of the Company, or in or about the conduct of its
business.

To pay for any property or rights acquired by the Company in such manner
as the Company may think fit, including payment either in cash or fully paid
or partly paid shares with or without preferred or deferred rights in respect
of dividend or repayment of capital or otherwise, or by any securities which
the Company has power to issue, or partly in one mode and partly in
another, and generally on such terms as the Company may determine.

To accept payment for any property or rights sold or otherwise disposed
of or dealt with by the Company in such manner as the Company may
think fit, including payment either in cash, by instalments or otherwise,
or in fully paid or partly paid shares of any company or corporation, with
or without deferred or preferred rights in respect of dividend or
repayment of capital or otherwise, or in debentures or mortgage
debentures or debenture stock, mortgages or other securities of any
company or corporation, or partly in one mode and partly in another,
and generally on such terms as the Company may determine.

To make loans or donations, either of cash or of other assets whatsoever,
to or enter into any arrangements whatsoever for the benefit of such
persons and in such cases as the Company may think directly or indirectly
conducive to any of its objects or otherwise expedient.

To distribute among the members in specie any property of the Company
or any proceeds of sale, disposal or realisation of any property of the
Company but so that no distribution amounting to a reduction of capital be
made except with the sanction (if any) for the time being required by law.

To subscribe for, purchase or otherwise acquire, take, hold, or sell any
shares or stock, bonds, debentures or debenture stock, or other securities





()

(aa)

(bb)

(cc)

(dd)

(ee)

or obligations of any company and to invest, deal with or lend any of the
moneys of the Company in such manner, with or without security, as the
Company may think fit.

To amalgamate with any other company either whose objects are or
include objects similar to those of the Company (if the constitution of such a
company includes one or more objects) or which is possessed of property,
assets or rights suitable for any of the purposes of the Company and
on any terms whatsoever or to enter into any arrangements with any
government, state, principality, authority, or body, whether supreme,
provincial, municipal, local or otherwise, or any other bank, that may seem
conducive to the Company's objects or any of them, and to obtain from
any such government, state, principality, authority or body or bank and
thereafter to carry out, exercise, develop, and otherwise deal with and
turn to account any concessions, franchises, charters, patents,
monopolies, privileges or rights whatsoever and wheresoever.

To procure the Company or any branch agency or sub-agency or
representative of the Company to be registered or recognised in any
country or place abroad or with any applicable regulatory body in any part
of the world.

To obtain any provisional or other order or decree or resolution or
ordinance or similar or equivalent regulation of Hong Kong or of the
legislature of any other State or jurisdiction or of any foreign government
or authority (whether supreme or provincial) or of any sovereign,
legislative assembly or council, or of any court of justice, or of any provincial,
municipal or local authority or other proper authority of whatever nature for
enabling the Company to carry any of its objects into effect, or for
effecting any modifications to the Company's constitution, or for any other
purpose which may seem expedient, and to oppose or make
representations in connection with any proceeding, proposal or
application which may seem calculated, directly or indirectly, to prejudice
the Company's interests.

To appoint any person or persons, firm or firms, company or companies
to be the attorney or agent of the Company and to act as agents,
managers, secretaries, contractors or in similar capacity.

To insure the life of any person who may, in the opinion of the Company,
be of value to the Company as having or holding for the Company
interests, goodwill or influence or other assets and to pay the premiums
on such insurance.

To establish and maintain or procure the establishment and
maintenance of contributory or non-contributory pension or superannuation
funds for the benefit of persons referred to below, to grant emoluments,
pensions, allowances, donations, gratuities and bonuses to such persons
and to make payments for or towards insurance on the life or lives of
such persons; to establish, subsidise, subscribe to or otherwise support
any institution, association, society, club, trust, other establishment, or fund,
the support of which may, in the opinion of the Company, be calculated
directly or indirectly to benefit the Company or any such persons, or
may be connected with any place where the Company carries on





()

(99)

(hh)

(ii)

)

(kk)

business; to institute and maintain any institution, association, society,
club, trust or other establishment or profit-sharing scheme, share incentive
scheme or employee's share scheme calculated to advance: the interests of
the Company or to benefit such persons; to join, participate in and
subsidise or assist any association of employers or employees or any trade
association; and to subscribe or guarantee money for gifts or testimonials,
or for national, provincial, municipal, educational, scientific, religious,
charitable or benevolent objects or for any public, general or useful
object or for any exhibition; the- said persons are any persons who are or
were at any time in the employment or service of the Company or of any
company being at the relevant time the holding company or a subsidiary
(both as defined in Division 4 of Part 1 of the Ordinance) of the Company
or of the Company's holding company or are otherwise associated with the
Company or any of its businesses or who are or were at any time
directors or officers of the Company or of such other company as aforesaid,
and holding or who held any salaried employment or office in the
Company or such other company, and the families (including former spouses)
of them or any person who is or was dependent on them.

To purchase and maintain insurance for the benefit of any persons who
are or were at any time directors, officers or employees of the Company
or any other company which is a subsidiary of the Company or in which the
Company has any interest, whether direct or indirect, or who are or were
at any time trustees of any pension fund in which any employee of the
Company or of any other such company or subsidiary are or have been
interested indemnifying such persons against any liability which may be
lawfully insured against.

To take, make, execute, enter into, commence, carry on, prosecute or
defend all steps, contracts, agreements, negotiations, legal and other
proceedings, compromises, arrangements and schemes, and to do all
other acts, matters and things which shall at any time appear conducive or
expedient for the advantage or protection of the Company.

To carry on any other business which may seem to the Company
capable of being conveniently carried on in connection with the above or
calculated directly or indirectly to enhance the value of or render profitable
any of the Company's property or rights.

To do all or any of the above things in any other part of the world and
either as principals, agents, contractors, trustees, or otherwise and by or
through trustees, agents or otherwise and either alone or in connection
with others and at any of its establishments.

To do all such other acts or things in all parts of the world as seem
to the Company incidental or conducive to the attainment of the above
objects or any of them.

For the purposes of Article 7:

(i) the word "company", except where used in reference to the Company,

shall be deemed to include any partnership or other body of
persons, whether incorporated or not incorporated, and

10





wheresoever domiciled, and whether now existing or hereafter to be
formed; and

(i) the objects set forth in each sub-article of this Article shall not be
restrictively construed but the widest interpretation should be given
thereto and they shall not, except where the context expressly so
requires, be in any way limited or restricted by application of any rule
that where particular words are followed by general words the
general words are limited to the same kind as the particular words
or by reference to or inference from any other object or objects set
forth in such sub-article or from the terms of any other sub-article
or by the name of the Company; none of such sub-articles or the
object or objects therein specified or the powers thereby conferred
shall be deemed subsidiary or ancillary to the objects or powers
mentioned in any other sub-article, but the Company shall have full
power to exercise all or any of the objects conferred by and
provided in each of the said sub-articles as if each sub-article
contained the objects of a separate company.

SHARES

8

10

11

12

13

Without prejudice to any special rights previously conferred on any issued
shares, any shares may be issued with such preferred, deferred or other special
rights or restrictions, whether in regard to dividends, voting, transfer, repayment or
redemption of share capital, or otherwise, as the Company in general meeting
may, subject to the Ordinance, from time to time determine or, in the absence of
any such determination, as the Directors shall determine.

Save as provided by contract or the Ordinance or these Articles to the contrary,
the Directors may offer, allot, grant rights to subscribe for, convert securities into,
or otherwise deal with or dispose of the same to such persons, at such times,
for such consideration and generally upon such terms and conditions as they
shall in their absolute discretion think fit and provided further that the Directors
shall not exercise any of the aforesaid powers to allot shares, grant rights to
subscribe for, convert securities into, or otherwise deal with or dispose of the
same without the prior approval of the Company in general meeting where such
approval is required by the Ordinance.

The Company may make arrangements on the issue of shares for a difference in
the amount of calls to be paid and the time of payment of such calls by the
holders of such shares.

If by the conditions of allotment of any shares the whole or part of the issue
price thereof shall be payable by instalments, every such instalment shall, when
due, be paid to the Company by the person who for the time being and from time
to time shall be the registered holder of the shares, or his or her legal personal
representative.

Any preference share may, with the sanction of an ordinary resolution, be issued
on the terms that it is to be redeemed, or liable to be redeemed at the option of
the Company or the holder of share.

Except as otherwise expressly provided by these Articles, as required by law or
as ordered by a court of competent jurisdiction, the Company shall not recognise
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14

15

any person as holding any share on trust, and (except as aforesaid) the
Company shall not be bound by or recognise (even if having notice of it) any
equitable, contingent, future, partial or other claim to or interest in any share
except an absolute right of the holder to the whole of the share.

The Company may in connection with the issue of any shares exercise all
powers of paying commission and brokerage conferred or permitted by the
Ordinance.

No person shall become a member until his or her name shall have been
entered into the Register.

JOINT HOLDERS OF SHARES

16

Where two or more persons are registered as the holders of any share they shall
be deemed to hold the same as joint tenants with benefit of survivorship, subject
to the following provisions : -

(a) the Company shall not be bound to register more than four persons as the
holders of any shares except in the case of the legal personal
representatives of a deceased member;

(b) the joint holders of any shares shall be liable severally as well as jointly in
respect of all payments which ought to be made in respect of such shares;

(c) on the death of any one of such joint holders the survivor or survivors shall
be the only person or persons recognized by the Company as having any
title to such shares, but the Directors may require such evidence of death
as they may deem fit;

(d) any one of such joint holders may give effectual receipts for any dividend,
bonus or return of share capital payable to such joint holders; and

(e) the Company shall be at liberty to treat the person whose name stands first
in the Register as one of the joint holders of any shares as solely entitled to
delivery of the certificate relating to such shares, or to receive notices from
the Company, or to attend or vote at general meetings of the Company,
and any notice given to such person shall be deemed notice to all the joint
holders; but any one of such joint holders may be appointed the proxy of
the persons entitled to vote on behalf of such joint holders, and as such
proxy to attend and vote at general meetings of the Company, but if more
than one of such joint holders be present at any meeting personally or by
proxy that one so present whose name stands first in the Register in
respect of such shares shall alone be entitled to vote in respect thereof.

SHARE CERTIFICATES

17

Every person whose name is entered as a member in the Register shall be
entitled without payment to receive within two months after allotment or within 10
business days after the day of lodgment of an instrument of transfer duly stamped,
or within such other period as the conditions of issue shall provide, one
certificate for all his or her shares of any particular class, or several certificates,
each for one or more of his or her shares, upon payment of such sum, not
exceeding two dollars for every certificate after the first, as the Directors shall
from time to time determine, provided that in the event of a member transferring

12





18

19

part of the shares represented by a certificate in his or her name, a new
certificate in respect of the balance thereof shall be issued in his or her name
without payment and, in the case of a share or shares held jointly by several
persons the Company shall not be bound to issue a certificate or certificates to
each such person.

For the purposes of this Article 17 “business day” means a day on which a recognized
stock market is open for the business of dealing in securities.

Every share certificate shall specify the number and class of shares, and, if
required, the distinctive numbers thereof, to which the certificate relates, and the
amount paid thereon. If at any time the share capital of the Company has
different classes of shares in issue, every share certificate issued at that time
shall include in a prominent position a statement that the Company has in issue
different classes of shares and specify the voting rights attached to shares in
each class, and no certificate shall be issued in respect of multiple classes of
shares. The Directors may determine, either generally or in any particular case
or cases, that any signatures on any such certificates need not be autographic
but may be affixed to such certificates by some mechanical or electronic means
or may be printed thereon or that such certificates need not be signed by any
person.

If any share certificate shall be worn out, defaced, destroyed or lost, it may be
replaced on such evidence being produced as the Directors shall require, and in
case of wearing out or defacement, on delivery up of the old certificate, and in
case of destruction or loss, on the execution of such indemnity (if any), as the
Directors may require. In case of destruction or loss, the person to whom such
replacement certificate is given shall also bear and pay to the Company all
expenses incidental to the investigation by the Company of the evidence of such
destruction or loss and of such indemnity.

CALLS ON SHARES

20

21

22

(@) The Directors may from time to time make calls upon the members in
respect of any or all moneys unpaid on their shares, subject always to the
terms of issue of such shares, and any such call may be made payable by
instalments.

(b) Each member shall, subject to receiving at least fourteen days' notice
specifying the time or times and place for payment, pay to the Company
the amount called on his or her shares and at the time or times and place
so specified. The non-receipt of a notice of any call by, or the accidental
omission to give notice of a call to, any of the members shall not invalidate
the call.

A call shall be deemed to have been made at the time when the resolution of the
Directors authorising such call was passed. A call may be revoked, varied or
postponed as to all or any of the members liable therefor as the Directors may
determine. The joint holders of a share shall be jointly and severally liable to pay
all calls in respect thereof.

Subject to Articles 27 and 28, if any part of a call be not paid before or on the

day appointed for payment thereof, the person from whom the payment is due
shall be liable to pay interest on the outstanding part thereof at such rate as the
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23

24

25

26

Directors shall determine from the day appointed for the payment of such call or
instalment to the time of discharge thereof in full; but the Directors may, if they
shall think fit, waive the payment of such interest or any part thereof.

If, by the terms of the issue of any shares or otherwise, any amount is made
payable upon allotment or at any fixed time, every such amount shall be payable
as if it were a call duly made and payable on the date on which by the terms of
issue the same becomes payable; and all the provisions hereof with respect to
the payment of calls and interest thereon, or to the forfeiture of shares for non-
payment of calls, shall apply to every such amount and the shares in respect of
which it is payable in the case of non-payment thereof.

The Directors may, if they shall think fit, receive from any member willing to
advance the same all or any part of the moneys uncalled and unpaid upon any
shares held by him or her; and upon all or any of the moneys so paid in advance
the Directors may (until the same would, but for such payment in advance,
become presently payable) pay interest at such rate as may be agreed upon
between the member paying the moneys in advance and the Directors. The
Directors may also at any time repay the amount so advanced upon giving to
such member one month's notice in writing.

On the trial or hearing of any action for the recovery of any money due for any
call, it shall be sufficient to prove that the name of the member sued is entered in
the Register as the holder, or one of the holders, of the shares in respect of
which such money is due; that the resolution making the call is duly recorded in
the Minute Book of the Company; and that notice of such call was duly given to
the member sued in pursuance of these Articles; and it shall not be necessary to
prove the appointment of the Directors who made such call, nor any other matter
whatsoever, but the proof of the matters aforesaid shall be conclusive evidence
that the money is due.

No member shall, unless the Directors otherwise determine, be entitled to
receive any dividend, or to receive notice of or to be present or vote at any
general meeting, either personally or (save as proxy for another member) by
proxy, or to exercise any privileges as a member, or be reckoned in a quorum,
until he or she shall have paid all calls or other sums for the time being due and
payable on every share held by him or her, whether alone or jointly with any
other person, together with interest and expenses (if any).

FORFEITURE

27

28

If any member fails to pay in full any call on the day appointed for payment
thereof, the Directors may at any time thereafter, during such time as any part of
the call remains unpaid, serve a notice on the member requiring him or her to
pay so much of the call as is unpaid together with interest accrued and any
expenses incurred by reason of such non-payment.

The notice shall fix a further day (not being less than fourteen days from the date
of the notice) on or before which such call or part thereof and all interest accrued
and expenses incurred by reason of such non-payment are to be paid, and it
shall also name the place where payment is to be made, such place being either
the Office, or some other place at which calls of the Company are usually made
payable. The notice shall also state that, in the event of non-payment at or
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30

31

32

33

before the time and at the place appointed, the shares in respect of which such
call is payable will be liable to forfeiture.

If the requirements with regard to payment of any such notice as aforesaid be not
complied with, any shares in respect of which such notice has been given may,
at any time thereafter and before the payment required by the notice has been
made, be forfeited by a resolution of the Directors to that effect, and any such
forfeiture shall extend to all dividends declared in respect of the shares so
forfeited but not payable until after such forfeiture. The Directors may accept the
surrender of any shares liable to be forfeited hereunder and in such cases
references in these Articles to forfeiture shall include surrender.

Any shares so forfeited shall be deemed for the purposes of this Article to be the
property of the Company, and may be sold, re-allotted or otherwise disposed of
either subject to or discharged from all calls made prior to the forfeiture, to any
person, upon such terms as to subscription price and otherwise and in such
manner and at such time or times as the Directors think fit. For the purpose of
giving effect to any such sale or other disposition the Directors may authorise
the transfer of the shares so sold or otherwise disposed of to the purchaser
thereof or any other person becoming entitled thereto. The Directors shall
account to the person whose shares have been forfeited with the balance (if any)
of monies received by the Company in respect of those shares after deduction of
expenses of forfeiture, sale or disposal of the shares and any amounts due to
the Company in respect of the shares.

The Directors may, at any time before any shares so forfeited shall have been
sold, re-allotted or otherwise disposed of, annul the forfeiture thereof upon such
conditions as they think fit.

Any person whose shares have been forfeited shall cease to be a member in
respect of the forfeited shares but shall notwithstanding the forfeiture be and
remain liable to pay to the Company all moneys which, at the date of forfeiture,
were payable by him or her to the Company in respect of the shares, together
with interest thereon from the date of forfeiture until payment at such rate as the
Directors may prescribe, and the Directors may enforce the payment of such
moneys or any part thereof and may waive payment of such interest wholly or in
part.

When any shares have been forfeited an entry shall be made in the Register
recording the forfeiture and the date thereof, and so soon as the shares so
forfeited have been sold or otherwise disposed of an entry shall also be made of
the manner and date of the sale or disposal thereof.

The Company shall have a first and paramount lien on every share (not being a
fully paid share) for all moneys outstanding in respect of such share whether
presently payable or not, and the Company shall also have a first and
paramount lien on every share (not being a fully paid share) standing registered
in the name of a member, whether singly or jointly with any other person or
persons, for all the debts and liabilities of such member or his or her estate to the
Company, whether the same shall have been incurred before or after notice has
been given to the Company of any interest of any person other than such
member, and whether the time for the payment or discharge of the same shall
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36

37

have already arrived or not, and notwithstanding that the same are joint debts or
liabilities of such member or his or her estate and any other person, whether a
member or not. The Company's lien on a share shall extend to all dividends
payable thereon. The Directors may at any time either generally or in any
particular case waive any lien that has arisen, or declare any share to be wholly
or in part exempt from the provisions of this Article.

The Company may sell in such manner as the Directors think fit any share on
which the Company has a lien, but no sale shall be made unless some sum in
respect of which the lien exists is presently payable nor until the expiration of
fourteen days after a notice in writing stating and demanding payment of the
sum presently payable and giving notice of intention to sell in default shall have
been given to the holder for the time being of the share or the person entitled
thereto by reason of his or her death, bankruptcy or winding-up or otherwise by
operation of law or court order.

The net proceeds of such sale after payment of the costs of such sale shall be
applied in or towards payment or satisfaction of the debts or liabilities in respect
whereof the lien exists so far as the same are presently payable and any residue
shall (subject to a like lien for debts or liabilities not presently payable as existed
upon the shares prior to the sale) be paid to the person entitled to the shares at
the time of the sale. For giving effect to any such sale the Directors may
authorise some person to transfer the shares so sold to the purchaser thereof.

A statutory declaration in writing that the declarant is a Director or the Secretary
of the Company and that a share has been duly forfeited or surrendered or sold
to satisfy a lien of the Company on a date stated in the declaration shall be
conclusive evidence of the facts therein stated as against all persons claiming to
be entitled to the share. Such declaration and the receipt of the Company for the
consideration (if any) given for the share on the sale, re-allotment or disposal
thereof together with the share certificate delivered to a purchaser or allottee
thereof shall (subject to the execution of a transfer if the same be required)
constitute a good title to the share and the person to whom the share is sold, re-
allotted or disposed of shall be registered as the holder of the share and shall
not be bound to see to the application of the purchase money (if any) nor shall
his or her title to the share be affected by any irregularity or invalidity in the
proceedings in reference to the forfeiture, surrender, sale, re-allotment or
disposal of the share.

TRANSFER OF SHARES

38

39

The instrument of transfer of any shares in the Company shall be in writing in
any usual or common form or any other form which the Directors may approve
and shall be executed by or on behalf of the transferor and by or on behalf of the
transferee. The transferor shall remain the holder of the shares concerned until
the name of the transferee is entered in the Register in respect thereof.

Every instrument of transfer shall be lodged at the Office for registration
accompanied by the certificate relating to the shares to be transferred and such
other evidence as the Directors may require in relation thereto. All instruments of
transfer which shall be registered shall be retained by the Company, but save
where fraud is suspected any instrument of transfer which the Directors may
decline to register shall, on demand, be returned to the person depositing the
same.
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41

42

43

There shall be paid to the Company in respect of the registration of a transfer
and of any Grant of Probate or Letters of Administration, Certificate of Marriage
or Death, Power of Attorney or other document relating to or affecting the title to
any share or for making of any entry in the Register affecting the title to any
share, such fee (if any) as the Directors may from time to time require or
prescribe.

The registration of transfers may be suspended at such times and for such
periods as the Directors may, in accordance with the requirements of the
Ordinance, from time to time determine and either generally or in respect of any
class of shares.

The Directors may at any time in their absolute discretion decline to register any
transfer of any share whether or not it is fully paid. If the Directors refuse to
register a transfer they shall, within two months after the date on which the
transfer was lodged with the Company, send to the transferor and transferee
notice of the refusal. If the transferor or transferee shall request a statement of reasons
for the refusal, the Company must, within 28 days after receiving the request, send such
statement to the person who made such request.

The Directors may also decline to register any transfer unless : -
(a) the instrument of transfer is in respect of only one class of shares;

(b) inthe case of a transfer to joint holders, the number of transferees does not
exceed four;

(c) the shares concerned are free of any lien in favour of the Company; and

(d) such other conditions as the Directors may from time to time impose for the
purpose of guarding against losses arising from forgery are satisfied.

MEMBER LIMITATION

44

No person shall without the sanction of the Board be entitled at any time to be
registered as the holder of or be interested in more than one per cent of the
issued shares of the Company; and the Board may at any time require from any
shareholder a statutory declaration or such other evidence as it may deem
adequate to determine that this Article has been complied with.

TRANSMISSION OF SHARES

45

46

In the case of the death of a member, the survivor or survivors where the
deceased was a joint holder, and the legal personal representatives of the
deceased where he or she was a sole or only surviving holder, shall be the only
persons recognized by the Company as having any title to his or her shares; but
nothing herein contained shall release the estate of a deceased holder, whether
sole or joint, from any liability in respect of any share solely or jointly held by him
or her.

Any person becoming entitled to shares in the Company in consequence of the
death, bankruptcy or winding-up of any member or otherwise by operation of law
or by court order shall, upon producing such evidence of his or her title as the
Directors may require, have the right either to be registered himself or herself as
the holder of the shares upon giving to the Company notice in writing of such his

17





47

or her desire or to transfer such shares to some other person. All the limitations,
restrictions and provisions of these Articles and the Ordinance relating to the
right to transfer and the registration of transfers of shares shall be applicable to
any such notice or transfer as if the same were a transfer of shares by a
member, including the Directors' right to refuse or suspend registration.

A person becoming entitled to shares in the Company in consequence of the
death, bankruptcy or winding-up of any member or otherwise by operation of law
or by court order shall have the right to receive and give a discharge for any
dividends or other moneys payable in respect of the shares, but he or she shall
have no right to receive notice of or to attend or vote at meetings of the
Company, or (save as aforesaid) to any of the rights or privileges of a member
in respect of the shares, unless and until he or she shall be registered as the
holder thereof, provided always that the Directors may at any time give notice
requiring any such person to elect to be registered himself or herself or to
transfer the shares, and if the notice is not complied with within sixty days, the
Directors may thereafter withhold payment of all dividends or other moneys
payable in respect of the shares until the requirements of the notice have been
complied with.

ISSUE OF SHARES

48

49

The general meeting resolving upon the creation of any new shares may direct
that the same or any of them shall be offered in the first instance to all the
holders for the time being of any class of shares issued by the Company, in
proportion to the number of shares of such class held by them respectively, or
make any other provisions as to the issue and allotment of the new shares, and
in default of any such direction, or so far as the same shall not extend, the new
shares shall be at the disposal of the Directors, and Article 9 shall apply thereto.

Subject to any direction or determination that may be given or made in
accordance with the powers contained in these Articles, all new shares created
pursuant to Article 48 shall be subject to the same provisions herein contained
with reference to the payment of calls, transfer, transmission, forfeiture, lien and
otherwise as the existing shares of the Company.

ALTERATIONS OF SHARE CAPITAL

50

51

52

The Company may by ordinary resolution alter its share capital in any one or
more of the ways set out in the Ordinance or in any other manner authorized,
and subject to any conditions prescribed, by the Statutes.

The Company may by special resolution reduce its share capital in accordance
with the requirements of the Ordinance.

Where any difficulty arises in regard to any consolidation or division of the
Company’s shares, the Directors may settle the same as they think expedient and
in particular may arrange for the sale of the shares representing fractions and the
distribution of the net proceeds of sale in due proportion amongst the members
who would have been entitled to the fractions, and for this purpose the Directors
may authorise some person to transfer the shares representing fractions to the
purchaser thereof, who shall not be bound to see to the application of the
purchase money nor shall his or her title to the shares be affected by any
irregularity or invalidity in the proceedings relating to the sale.
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MODIFICATION OF RIGHTS

53

54

55

Subject to the provisions of the Statutes, all or any of the rights attached to any
class of shares for the time being in issue may, at any time, as well before as
during liquidation, be altered or abrogated either with the consent in writing of
the holders of not less than three-fourths of the issued shares of the class or
with the sanction of a special resolution passed at a separate general meeting of
the holders of shares of the class, and all the provisions contained in these
Articles relating to general meetings shall apply to every such meeting (with
such changes as may be necessary to give effect to this provision), but so that
the quorum thereof shall be one person, where the Company only has one
member, and two persons, where the Company has two or more members, the
person or persons (as the case may be) holding or representing by proxy one-
third of the issued shares of the class, and that any holder of shares of the class
present in person or by proxy may demand a poll.

The provisions of the foregoing Article shall apply to the variation or abrogation of
the rights attached to some only of the shares of any class as if each group of
shares of the class differently treated formed a separate class the rights whereof
are to be varied.

Subject to the terms of issue of or rights attached to any shares, the rights or
privileges attached to any class of shares shall be deemed not to be varied or
abrogated by the creation or issue of any new shares ranking pari passu in all
respects (save as to the date from which such new shares shall rank for
dividend) with or subsequent to those already issued or by the reduction of the
share capital or by the purchase or redemption by the Company of its own
shares in accordance with the provisions of the Ordinance and these Articles.

GENERAL MEETINGS

56

57

Except as permitted under the Ordinance, the Company shall in each year hold
a general meeting as its annual general meeting in addition to any other
meetings in that year. The annual general meeting shall be held at such time
and place as may be determined by the Directors in accordance with the
Statutes. All other general meetings shall be called extraordinary general
meetings.

The Directors may whenever they think fit, and shall on requisition in
accordance with the Ordinance, proceed to convene an extraordinary general
meeting.

NOTICE OF GENERAL MEETINGS

58

Subject to the provisions of the Ordinance regarding the requirements for
special notice of resolutions, an annual general meeting shall be called by not
less than 21 days' notice in writing, and any other general meeting shall be
called by not less than fourteen days' notice in writing. The notice shall specify
the place (and if the meeting is to be held in two or more places, the principal place of
the meeting and the place or other places of the meeting), date and time of the
meeting, and, in the case of special business, the general nature of that
business. The notice convening an annual general meeting shall specify the
meeting as such, and the notice convening a meeting to pass a special
resolution shall specify the intention to propose the resolution as a special
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resolution. There shall appear on every such notice with reasonable prominence a
statement that a member entitled to attend and vote is entitled to appoint one or
more proxies to attend and vote instead of the member and that a proxy need
not be a member of the Company.

Notwithstanding that a meeting of the Company is called by shorter notice than
that specified in these Articles or required by the Ordinance, it shall be deemed
to have been duly called if it is so agreed : -

(a) in the case of a meeting called as the annual general meeting, by all the
members entitled to attend and vote thereat; and

(b) in the case of any other meeting, by a majority in number of the members
having the right to attend and vote at the meeting, being a majority together
holding not less than 95 per cent of the total voting rights at the meeting of
the members.

The accidental omission to give notice of a meeting or (in cases where
instruments of proxy are sent out with the notice) the accidental omission to
send such instrument of proxy to, or the non-receipt of notice of a meeting or
such instrument of proxy by, any person entitled to receive such notice shall not
invalidate the proceedings at that meeting.

PROCEEDINGS AT GENERAL MEETINGS

61

62

All business shall be deemed special that is transacted at an extraordinary
general meeting and at an annual general meeting with the exception of : -

(a) the consideration of the accounts and balance sheet and the reports of the
Directors and other documents required to be annexed to the accounts;

(b) the declaration of dividends;
(c) the election of Directors in place of those retiring (if any);
(d) the election or re-election of the Auditors; and

(e) the fixing of, or the determination of the method of fixing, the remuneration
of the Auditors.

No business save the election of a chairman of the meeting shall be transacted
at any general meeting unless a quorum is present when the meeting proceeds
to business. Where the Company only has one member, that member present in
person or by proxy is a quorum for all purposes. However, where the Company
has more than one member, two members present in person or by proxy and
entitted to vote shall be a quorum for all purposes. Where applicable, in
determining attendance for the purposes of quorum, it is immaterial whether
members attending the meeting are in the same place as each other. Two or
more persons who are not in the same place as each other attend a general
meeting if their circumstances are such that, if they have rights to speak and
vote at the meeting, they are able to exercise them. A corporation being a
member shall be deemed for the purposes of these Articles to be present in
person if represented by proxy, representative or in accordance with the
provisions of the Ordinance.
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If, within fifteen minutes from the time appointed for the meeting a quorum be
not present, the meeting, if convened upon requisition in accordance with the
Ordinance, shall be dissolved; but in any other case it shall stand adjourned to
the same day in the next week at the same time and place, or to such other day,
time and place as the chairman of the meeting may determine. If at such
adjourned meeting a quorum be not present within fifteen minutes from the time
appointed for the meeting, the members present in person or by proxy shall be a
quorum and may transact the business for which the meeting is called.

The Chairman (if any) of the Board or, in the Chairman’s absence, a Deputy
Chairman (if any) shall preside as chairman at every general meeting. If there is
no such Chairman or Deputy Chairman, or if at any meeting neither the
Chairman nor a Deputy Chairman is present within five minutes after the time
appointed for holding the meeting, or if neither of them is willing to act as
chairman, the Directors present shall choose one of their number to act, or if one
Director only is present he or she shall preside as chairman if willing to act. If no
Director is present, or if each of the Directors present declines to act as
chairman, the persons present and entitled to vote shall elect one of their
number to be chairman of the meeting.

The chairman of any general meeting at which a quorum is present may, with
the consent of the meeting, and shall, if so directed by the meeting, adjourn the
meeting from time to time and from place to place or adjourn the meeting
without adjourning it to a specific time and place; but no business shall be
transacted at any adjourned meeting other than business which might have
been transacted at the meeting from which the adjournment took place unless
due notice thereof is given or such notice is waived in the manner prescribed by
these Articles. When a meeting is adjourned for three months or more, or where
a meeting is adjourned without being adjourned to a specific time and place,
notice of the adjourned meeting shall be given as in the case of an original
meeting. Save as aforesaid, it shall not be necessary to give any notice of an
adjourned meeting or the business to be transacted thereat. Where a meeting is
adjourned without being adjourned to a specific time and place the time and
place for the adjourned meeting shall be fixed by the Directors.

VOTING

66

(a) At any general meeting a resolution put to the vote of the meeting shall be
decided on a show of hands unless (before or on the declaration of the
result of the show of hands or on the withdrawal of any other demand for a
poll) a poll is demanded by : -

(i) the chairman of the meeting; or

(i) at least five members present in person or by proxy and entitled to
vote at the meeting (or each member of the Company, where the
Company has fewer than five members); or

(i) any member or members present in person or by proxy and
representing at least five per cent of the total voting rights of all
members having the right to vote at the meeting.

(b) Unless a poll is so demanded and the demand is not withdrawn, a
declaration by the chairman that a resolution has, on a show of hands,
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been carried unanimously or by a particular majority or lost shall be final and
conclusive, and an entry to that effect in the Minute Book of the Company
shall be conclusive evidence of the fact without proof of the number of the
votes recorded for or against such resolution.

A demand for a poll may be withdrawn only with the approval of the chairman of
the meeting. If a poll be directed or demanded in the manner above mentioned it
shall (subject to the provisions of Article 69 hereof) be taken at such time (being
not later than seven days after the date of the demand) and in such manner as
the chairman of the meeting may appoint. No notice need be given of a poll not
taken immediately. The result of such poll shall be deemed for all purposes to be
the resolution of the meeting at which the poll was so directed or demanded.

In the case of an equality of votes at any general meeting, whether upon a show
of hands or on a poll, the chairman of the meeting shall be entitled to a further or
casting vote in addition to the votes to which he or she may be entitled as a
member or as a representative or proxy of a member.

A poll demanded upon the election of a chairman or upon a question of

adjournment shall be taken forthwith. Any business, other than that upon which a

poll has been demanded, may be proceeded with pending the taking of the poll.

(a) No objection shall be made to the validity of any vote except at a meeting
or poll at which such vote shall be tendered and every vote whether given
personally or by proxy not disallowed at such meeting or poll shall be
deemed valid for all purposes whatsoever of such meeting or poll.

(b) In case of any dispute as to voting the chairman shall determine the same,
and such determination shall be final and conclusive.

Subject to the provisions of the Ordinance, a resolution in writing, to which all
members for the time being entitled to receive notice of and to attend and vote at
general meetings have signified their agreement, shall be as valid and effective
as if the same had been passed at a general meeting of the Company duly
convened and held. A member signifies their agreement to a resolution in writing
when the Company receives from the member (sent electronically or in hard
copy) a document : -

(a) identifying the resolution to which it relates; and

(b) indicating the member’s agreement to the resolution,

and the document is authenticated by the member or by someone acting on the
member’s behalf.

For the purposes of this Article 71, a document is authenticated when:
(a) itis signed by:
() inthe case of a non-corporate member, the member; or
(i) in the case of a corporate member:

(1) two directors of the member company;
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(2) adirector and a secretary of the member company; or
(3) a corporate representative of the member company; or
(iii) in any case, a duly appointed attorney of the member; or

(b) it includes or is accompanied by a statement detailing the identity of the
person providing the authentication,

and in each instance the Company has no reason to doubt the truth or validity of
the document or the authority of the person providing the authentication.

Subject to any special rights, privileges or restrictions as to voting for the time
being attached to any class or classes of shares, every member who is present
in person or by proxy or by duly authorised representative or by attorney at any
general meeting shall be entitled, on a show of hands, to one vote only (save
that, where a member appoints more than one proxy, the proxies so appointed
are not entitled to vote on a show of hands) and, on a poll, to one vote for every
fully paid share of which he or she is the holder.

On a poll, votes may be given either personally or by proxy or by duly authorised
representative and a member entitled to more than one vote need not use all his
or her votes or cast all the votes he or she uses in the same way.

A member of unsound mind, or in respect of whom an order has been made by
any court having jurisdiction in lunacy, may vote, whether on a show of hands or
on a poll, by his or her committee, legal guardian or other person in the nature of
a committee or legal guardian appointed by that court, and any such committee,
legal guardian or other person may, on a poll, vote by proxy. If any member be a
minor, he or she may vote by his or her guardian or one of his or her guardians
who may give their votes personally or by proxy.

PROXIES AND CORPORATE REPRESENTATIVES
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A proxy need not be a member of the Company.

An instrument appointing a proxy shall be in writing in any usual or common
form or in any other form which the Directors may accept, provided that any
form issued to a member for use by the member for appointing a proxy to attend
and vote at a general meeting shall be such as to enable the member according
to his or her intention to instruct the proxy to vote in favour of or against (or, in
default of instructions, to exercise his or her discretion in respect of) each
resolution.

The instrument appointing a proxy shall be signed by the appointor, or his or her
duly authorised attorney, or if such appointor be a corporation, under its common
seal, if any, or signed by some officer, attorney or other person duly authorised
in that behalf.

The instrument appointing a proxy and the power of attorney or other authority (if
any) under which it is signed, or a notarially certified copy or a copy certified in
accordance with the Powers of Attorney Ordinance (Chapter 31 of the Laws of
Hong Kong), of such power or authority, shall be deposited at the Office (or at
such other place as shall be specified in the notice of meeting or any proxy form
or other document accompanying the same) or, if an electronic address is
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specified in the notice of meeting or in the instrument of proxy issued by the
Company, sent by electronic means to that address (subject to any limitations or
conditions specified therein), at least forty-eight hours before the time fixed for
holding the meeting at which the person named in such instrument proposes to
attend and vote or, in the case of a poll taken more than forty-eight hours after it
was demanded, at least twenty-four hours before the time appointed for the taking
of the poll; otherwise the person so named shall not be entitled to vote at that
meeting (or as the case may be) except with the approval of the chairman of the
meeting. No instrument appointing a proxy shall be valid except for the meeting
mentioned therein and any adjournment thereof.

Any member may by power of attorney appoint any person to be his or her
attorney for the purpose of attending and voting at any meeting, and such power
may be a special power limited to any particular meeting or a general power
extending to all meetings at which such member is entitled to vote. Every such
power shall be deposited at the Office at least forty-eight hours before the time
fixed for holding the meeting at which such attorney proposes to attend and vote
or, in the case of a poll taken more than forty-eight hours after it was demanded,
at least twenty-four hours before the time appointed for the taking of the poll;
otherwise the attorney shall not be entitled to vote at that meeting (or as the
case may be) except with the approval of the chairman of the meeting.

An instrument of proxy may be revoked by forwarding to the Office or, if an
electronic address was specified in the relevant notice of meeting or in the
instrument of proxy issued by the Company, by sending by electronic means to
that address (subject to any limitations or conditions specified therein) written
notification of such revocation signed by or on behalf of the person who issued
or authorised the issue of the instrument of proxy.

A vote given in accordance with the terms of an instrument of proxy or power of
attorney shall be valid notwithstanding the previous death or insanity of the
principal, or revocation of the proxy or power of attorney, or transfer of the shares
in respect of which the vote is given, provided no intimation in writing of the
death, insanity, revocation or transfer shall have been received at the Office
twenty-four hours at least before the time fixed for holding the meeting, or
adjourned meeting, or the taking of the poll, at which the instrument of proxy is
used.

Any corporation which is a member of the Company may, by resolution of its
directors or other governing body, authorise such person as it thinks fit to act as
its representative at any meeting of the Company, or at any meeting of any
class of members of the Company, and the person so authorised shall be
entitled to exercise the same powers on behalf of the corporation which he
represents as that corporation could exercise if it were an individual member of
the Company.
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DIRECTORS
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Unless and until otherwise determined by an ordinary resolution of the Company,
the number of Directors shall be not fewer than five and not more than twenty-
five.

A Director need not hold any shares in the Company.

DIRECTORS' REMUNERATION, EXPENSES AND PENSIONS
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The Directors shall be entitled to receive by way of fees for their services as
Directors such sum (or its equivalent in any other currency at such rate of
exchange as the Board shall determine) and on such terms as the Company in
general meeting may from time to time determine. Any sum so determined may
be an aggregate sum in respect of the fees for all Directors or a sum in respect of
the fees for each individual Director provided that, in the case of an aggregate
sum, such sum shall, subject to any special directions of the Company in
general meeting, be divided among the Directors in such proportions and in such
manner as the Board may from time to time decide. Any fees payable pursuant
to this Article shall be distinct from any salary, remuneration or other amounts
payable to a Director pursuant to any other provisions of these Articles and shall
accrue from day to day.

Each Director shall be entitled to be repaid all reasonable travelling, hotel and
other expenses properly incurred by him or her in or about the performance of
his or her duties as Director, including any expenses incurred in attending
meetings of the Board or any committee of the Board or general meetings or
separate meetings of the holders of any class of shares or of debentures of the
Company.

If by arrangement with the Board any Director shall perform or render any
special duties or services outside his or her ordinary duties as a Director, he or
she may be paid such reasonable additional remuneration (whether by way of
salary, commission, participation in profits or otherwise) as the Board may from
time to time determine, including such committee fees as the Board may from time to
time determine.

The salary or remuneration of any Director appointed to hold any employment or
executive office in accordance with the provisions of these Articles may be either
a fixed sum of money, or may altogether or in part be governed by business
done or profits made or otherwise determined by the Board, and may be in
addition to or in lieu of any fee payable to him or her for his or her services as
Director pursuant to these Articles.

POWERS OF DIRECTORS

89

The business of the Company shall be managed by the Directors who may
exercise all such powers of the Company (whether relating to the management of
the business of the Company or otherwise) as are not by the Ordinance or by
these Articles required to be exercised by the Company in general meeting,
subject to any provision in these Articles or the Ordinance and to any resolution,
not being inconsistent with any such provision, as may be passed by the
Company in general meeting; but no such resolution shall invalidate any prior act
of the Directors. The general powers given to the Directors by this Article shall be
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in addition to, and not limited or restricted by, any special authority or power
given to the Directors by any other Article.

The Directors may establish any local boards or agencies for managing any of
the affairs of the Company, either in Hong Kong or elsewhere, and may appoint
any persons to be members of such local boards, or any managers or agents for
the Company, and may fix their remuneration, and may delegate (with or without
power to sub-delegate as the Directors shall determine) to any local board,
manager or agent any of the powers, authorities and discretions vested in the
Directors, and may authorise the members of any local boards, or any of them,
to fill any vacancies therein, and to act notwithstanding vacancies, and any such
appointment or delegation may be made upon such terms and subject to such
conditions as the Directors may think fit, and the Directors may remove any
person so appointed, and may annul or vary any such delegation, but no person
dealing in good faith and without notice of any such annulment or variation shall
be affected thereby.

(a) The Directors may from time to time and at any time by power of attorney
or other instrument appoint any person or body of persons to be the
attorney or attorneys of the Company for such purposes and with such
powers, authorities and discretions (not exceeding those vested in or
exercisable by the Directors under these Articles) and for such period and
subject to such conditions as they may think fit, and any such power of
attorney or other instrument may contain such provisions for the protection
and convenience of persons dealing with any such attorney as the
Directors may think fit.

(b) The Directors or a committee (as the case may be) may also authorise any such
attorney to sub-delegate all or any of the powers, authorities and discretions vested
in the attorney via a deed.

The Board may entrust to and confer upon any Director any of the powers
exercisable by it upon such terms and conditions and with such restrictions as it
thinks fit, and either collaterally with, or to the exclusion of, its own powers, and
may from time to time revoke or vary all or any of such powers but no person
dealing in good faith and without notice of such revocation or variation shall be
affected thereby.

Subject to and to the extent permitted by the Ordinance, the Company, or the
Directors on behalf of the Company, may cause to be kept in any territory a
Branch Register of members resident in such territory, and the Directors may
make and vary such regulations as they may think fit respecting the keeping of
any such Branch Register.

(a) The Directors may exercise all the powers of the Company to borrow
money and to mortgage or charge all or any part of the undertaking,
property and assets (present and future) and unpaid amounts on partly
paid shares and to issue debentures, debenture stocks, bonds and other
securities, whether outright or as collateral security for any debt, liability or
obligation of the Company or of any third party. Debentures, debenture
stocks, bonds and other securities of the Company may be made
assignable free from any equities between the Company and the person to
whom the same may be issued, and may be issued with any special
privileges as to redemption, surrender, drawings, allotment of shares,
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attending and voting at general meetings of the Company, appointment of
Directors and otherwise.

(b) Where any unpaid amount on a partly paid share is charged, all persons
taking any subsequent charge thereon shall take the same subject to such
prior charge, and shall not be entitled, by notice to the members or
otherwise, to obtain priority over such prior charge.

The Board on behalf of the Company may exercise all the powers of the
Company to grant pensions, annuities or other allowances and benefits in favour
of any person including any Director or former director of the Company or the
relations, connections or dependants of any Director or former director of the
Company. A Director or former director of the Company shall not be accountable
to the Company or the members for any benefit of any kind conferred under or
pursuant to this Article and the receipt of any such benefit shall not disqualify
any person from being or becoming a Director of the Company.

APPOINTMENT AND REMOVAL OF DIRECTORS
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The Company may, from time to time, by ordinary resolution appoint any person
to be a Director, either to fill a casual vacancy or as an addition to the existing
Board.

The Company may by ordinary resolution remove any Director before the end of
the Director’'s term of office notwithstanding anything in these Articles or in any
agreement between him or her and the Company (but without prejudice to any
right to damages for termination of such agreement not in accordance with the
terms thereof), and may, if thought fit, by ordinary resolution, appoint another
person in his or her stead.

The Directors shall have power, exercisable at any time and from time to time, to
appoint any other person as a Director, either to fill a casual vacancy or as an
addition to the Board. Any Director so appointed shall hold office only until the
next following annual general meeting, and shall then be eligible for re- election,
but shall not be taken into account in determining the Directors who are to retire
by rotation at such meeting.

The continuing Directors (or a sole continuing Director) may act notwithstanding
any vacancy in their body, but if and so long as the number of Directors is
reduced below the number fixed by or pursuant to these Articles as the
necessary quorum of Directors, the continuing Directors (or Director) may,
notwithstanding that the number of Directors is below the number fixed pursuant
to these Articles as the necessary quorum of Directors (or that there is only one
continuing Director), act for the purpose of increasing the number of Directors to
that number, or of summoning a general meeting of the Company, but for no
other purpose. If no Directors are able or willing to act to summon a general
meeting, then:

(@ where the Company has more than one member, any two members may
summon a general meeting for the purpose of appointing Directors; and

(b) where the Company only has one member, that member may summon a
general meeting for the purpose of appointing Directors.
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DISQUALIFICATION OF DIRECTORS

100

The office of a Director shall automatically be vacated:-

(a) if the Director becomes prohibited by law or court order from being a
Director;

(b) if the Director becomes bankrupt or if a receiving order is made against him
or her or the Director makes any arrangement or composition with his or
her creditors;

(c) if the Director becomes a lunatic or of unsound mind, or if all the other
Directors unanimously resolve that the Director is physically or mentally
incapable of performing the functions of a director;

(d) if the Director resigns his or her office;

(e) if the Director is removed by an ordinary resolution of the Company;

(f) if the Director is convicted of an indictable offence;

(g) if the Director has absented himself or herself (such absence not being
with leave from the Board or on the affairs of the Company) from the
meetings of the Board for three meetings in succession and the Board has
resolved that his or her office be vacated; or

(h) if the Director acts in contravention of the Company’s conflicts of interest

policy adopted by the Board from time to time and the Board has resolved
that his or her office be vacated.

DIRECTORS' INTERESTS
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If a Director or an entity connected with a Director is in any way, directly or
indirectly, interested in a transaction, arrangement or contract or a proposed
transaction, arrangement or contract with the Company that is significant to the
Company’s business, and the Director’s interest is material, the Director shall
declare the nature and extent of his or her interest in accordance with the
requirements of the Ordinance. A general notice given to the Directors at a
directors’ meeting or in writing and sent to the Company which complies with all
relevant provisions of the Ordinance, shall, for the purpose of this Article, be
deemed to be a sufficient disclosure of interest in relation to any transaction,
arrangement or contract or proposed transaction, arrangement or contract in
which a Director or an entity connected with a Director is interested. Without
prejudice to the generality of the foregoing, a Director shall give notice to the
Company of such matters relating to himself or herself as may be necessary in
accordance with the requirements of the Ordinance.

A Director may hold any other office or place of profit under the Company (other
than the office of Auditor), and he or she or any firm of which he or she is a
member may act in a professional capacity for the Company in conjunction with
his or her office of Director, for such period and on such terms (as to
remuneration and otherwise) as the Directors may determine. No Director or
intended Director shall be disqualified by his or her office from contracting with
the Company either as vendor, purchaser or otherwise, nor shall any contract or
arrangement entered into by or on behalf of the Company with any Director or
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any firm or company in which any Director is in any way interested be liable to
be avoided, nor shall any Director so contracting or being so interested be liable
to account to the Company for any profit, remuneration or other benefits realised
by any such contract or arrangement by reason only of such Director holding
that office, or of any fiduciary relationship thereby established.

A Director may, notwithstanding his or her interest, vote in respect of any
contract, arrangement, transaction or any other proposal whatsoever in which he
or she is interested or an entity connected with him or her is interested, directly
or indirectly, and be counted in the quorum and may retain for his or her own
absolute use and benefit all profits and advantages accruing to him or her.

A Director may hold office as a director in or manager of any other company in
which the Company is a shareholder or is otherwise interested, and (subject to
any agreement with the Company to the contrary) shall not be liable to account
to the Company for any remuneration or other benefits receivable by him or her
from such other company. The Board may exercise the voting powers conferred
by the shares in any other company held or owned by the Company in such
manner in all respects as the Board thinks fit (including the exercise thereof in
favour of any resolution appointing the Directors or any of them directors or other
officers of such company or voting or providing for the payment of remuneration
to the directors of such company) and any Director of the Company may vote in
favour of the exercise of such voting rights in the manner aforesaid
notwithstanding that he or she may be, or be about to be, appointed a director or
other officer of such other company and as such is or may become interested in
the exercise of such voting rights in the manner aforesaid.

APPOINTMENT OF EXECUTIVE DIRECTORS
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Subject to the provisions of the Ordinance, the Board may from time to time
appoint one or more of its body to hold any employment or executive office for
such term (subject to the provisions of the Ordinance) and subject to such other
conditions as the Board thinks fit. The Board may revoke or terminate any such
appointment without prejudice to any claim for damages for breach of contract
between the Director and the Company.

CHAIRMAN
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The Board may appoint one of its body as Chairman to preside at every Board
meeting at which he or she is present and no more than three other members as
Deputy Chairmen, may determine the period for which the Chairman is or they
are to hold office and may at any time remove the Chairman or them from office.

The Board may from time to time entrust to and confer upon the Chairman or a
Deputy Chairman separately together or in the alternative such of the powers
exercisable by the Board as it may think fit, and may confer such powers for
such time, and to be exercised for such objects and purposes, and upon such
terms and conditions and with such restrictions, as the Board thinks expedient,
and it may confer such powers collaterally with or to the exclusion of or in
substitution for all or any of the powers of the Board in that behalf, and may from
time to time revoke, withdraw, alter or vary all or any of such powers.
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ROTATION OF DIRECTORS
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Each year one-third of the Directors shall retire from office. If the number of
Directors is not a multiple of three, then the number nearest one-third must retire
from office. The Directors to retire each year shall be the Directors who have
been longest in office since their last election. As between Directors of equal
time in office the Directors to retire shall (unless such Directors agree among
themselves) be selected from among them by lot. The length of time a Director
has been in office shall be computed from his or her last election or appointment
whichever is later in date.

Where a Director retires at a general meeting, the members at the meeting may
fill the vacated office by electing thereto the retiring Director or some other person
eligible for appointment and in default the retiring Director shall if offering himself
or herself for re-election be deemed to have been re- elected, unless at such
meeting it is expressly resolved not to fill such vacated office or unless a
resolution for the re-election of such Director shall have been put to the meeting
and lost. The retirement shall not have effect until the conclusion of the meeting
except where a resolution is passed to elect some other person in the place of
the retiring Director or a resolution for his or her re-election is put to the meeting
and lost and accordingly a retiring Director who is re-elected or deemed to have
been re-elected will continue in office without a break.

Every Director retiring by rotation shall continue to hold office until the
termination of the meeting at which his or her successor is elected, and shall be
eligible for re-election.

Subject to the provisions of Article 99, no person, not being a retiring Director,
shall, unless recommended by the Board for election, be eligible for election as
a Director at a general meeting unless the person or some member (duly
qualified to be present and vote at the meeting for which such notice is given)
intending to propose him or her has at least 14 days before the meeting left at
the Office a notice in writing duly signed and addressed to the Company,
signifying his or her candidature for the office or the intention of such member to
propose him or her as the case may be.

ALTERNATE DIRECTORS
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A Director shall have the power to nominate any other Director or any other
person approved for that purpose by a resolution of the Board to act as an
alternate Director in the Director’s place during his or her absence, and at the
Director’'s discretion to revoke such nomination, and, on such appointment being
made, each alternate Director, whilst so acting, shall exercise and discharge all
the functions, powers and duties and undertake all the liabilities and obligations
of the Director the person represents, but shall not require any qualification and
shall not be entitled to receive any remuneration from the Company. A
nomination as an alternate Director shall automatically be revoked if the
appointor ceases for any reason to be a Director.

Notice of all Board and General Meetings shall be sent to every alternate

Director as if he or she were a Director and member of the Company until
revocation of the person’s appointment.
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The appointment of an alternate Director shall be revoked and the alternate
Director shall cease to hold office whenever the Director who appointed such
alternate Director shall give notice in writing to the Secretary of the Company
that he or she revokes such appointment.

Every person acting as an alternate Director shall while so acting be deemed to
be an officer of the Company and shall alone be responsible to the Company for
his or her own acts and defaults, and he or she shall not be deemed to be the
agent of or for the Director appointing him or her.

A person who is an alternate Director but not a Director : -

(a) may be counted as participating for determining whether a quorum is
participating (but only if that person’s appointor is not participating); and

(b) may sign or assent to a written resolution (but only if it is not signed,
assented to or to be signed or assented to by that person’s appointor).

No alternate Director may be counted as more than one Director for the
purposes mentioned in Article 116(a).

PROCEEDINGS OF DIRECTORS
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The Directors may meet together for the despatch of business, adjourn and
otherwise regulate their meetings as they think fit, and determine the quorum
necessary for the transaction of business. Until otherwise determined by the
Board, three Directors shall constitute a quorum. Any Director who ceases to be
a Director at a meeting of the Board may continue to be present and to act as a
Director and be counted in the quorum until the termination of the meeting of the
Board if no other Director objects and if otherwise a quorum of Directors would
not be present. Matters arising at any meeting shall be decided by a majority of
votes. In case of an equality of votes the chairman of the meeting shall have a
second or casting vote. A Director or the Secretary may, at any time, summon a
meeting of the Directors.

Notice of a meeting of Directors shall be deemed to be duly given to a Director if
it is given to the Director personally, in writing or by word of mouth, or sent to the
Director at his or her last known address or any other address given by the
Director to the Company for this purpose. A Director may consent to short notice
of and may waive notice of any meeting and any such waiver may be
retrospective. Notice of a meeting of the Board shall be given to each Director.

The Chairman, or in the Chairman’s absence a Deputy Chairman, shall preside
at every meeting of the Board but if all of these be absent, or if there be no
Chairman or Deputy Chairman, or if at any meeting the Chairman or a Deputy
Chairman be not present within ten minutes after the time appointed for holding
the same, the Directors present shall choose one of their number to be chairman
of such meeting.

A resolution in writing sighed, or assented to by electronic communication, by all
the Directors who are in Hong Kong at the time of circulation of the resolution
(provided that number is sufficient to constitute a quorum), or by all the members
of a committee for the time being who were in Hong Kong at the time of
circulation of the resolution, shall be as effective for all purposes as a resolution
of the Directors or, as the case may be, of such committee passed at a meeting
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duly convened, held and constituted. Notwithstanding the foregoing a resolution
in writing shall be circulated to each Director, whether in Hong Kong or
elsewhere at the time of circulation.

Any Director or member of a committee of the Board may validly participate in a
meeting of the Board or a committee of the Board through the medium of
telephone or video conference or any other form of communications equipment,
provided that all persons participating in the meeting are able to hear and speak
to each other throughout such meeting, or by a series of telephone calls from the
chairman of the meeting. A person so participating shall be deemed to be
present in person at the meeting and shall accordingly be counted in a quorum
and be entitled to vote. Such a meeting shall be deemed to take place where
the largest group of those participating is assembled or, if there is no group
which is larger than any other group, where the chairman of the meeting then is.

A meeting of the Directors at which a quorum is present shall be competent to
exercise all the powers, authorities and discretions for the time being vested in
or exercisable by the Directors generally.

The Directors may, from time to time, appoint committees consisting of such one
or more persons as they think fit, and may delegate all or any of their powers
(including without limitation the authority to approve and to execute deeds,
powers of attorney and other documents) to any such committee and, from time
to time, revoke any such delegation and discharge any such committee wholly or
in part. Any committee so appointed shall, in the exercise of the powers so
delegated, conform to any regulations that may, from time to time, be imposed
upon it by the Directors.

The meetings and proceedings of any such committee shall be governed (with
such changes as may be necessary to give effect to this provision) by the
provisions of these Articles regulating the meetings and proceedings of the
Directors, insofar as the same are not superseded by any regulations made by
the Directors under the last preceding Article.

All acts done in good faith by any meeting of the Directors or of a committee of
Directors, or by any persons acting as Directors shall, notwithstanding that there
was some defect in the appointment or continuance in office of any such
Directors or persons acting as aforesaid, or that they or any of them were
disqualified, or had vacated office, be as valid as if every such person had been
duly appointed and was qualified and continued to be a Director and had been
entitled to vote.

MINUTES

127

The Directors shall cause to be entered and kept in books provided for that
purpose, minutes of the following: -

(a) all appointments of officers;

(b) all the names of the Directors present at each meeting of the Directors and
of any committee;

(c) all orders made by the Directors and committees; and
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(d) all resolutions and proceedings of general meetings and of meetings of the
Directors and committees.

Any such minutes of any meeting of the Directors, or of any committee, or of the
Company, if purporting to be signed by the chairman of such meeting, or by the
chairman of the next succeeding meeting shall be conclusive evidence of the
proceedings of such meeting.

THE SEAL
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The Directors may decide by what means and in what form the Seal is to be
used.

The Directors shall provide for the safe custody of the Seal. The Seal shall not
be affixed to any instrument except by the authority of the Directors or a
committee authorised by the Board on their behalf, and every instrument to which
the Seal shall be affixed shall be either (i) sighed by one Director and the
Secretary or by a second Director or (ii) signed by any person nominated by the
Directors for the purpose.

The Company may exercise all the powers of having official seals conferred by
the Ordinance and such powers shall be vested in the Directors.

SECRETARY
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The Directors shall appoint a Secretary of the Company for such period, at such
remuneration and upon such conditions as they may think fit, and any Secretary
so appointed may be removed by them.

Any provision of the Ordinance or these Articles requiring or authorising a thing
to be done by or to a Director and the Secretary shall not be satisfied by its
being done by or to the same person acting both as Director and as, or in place
of, the Secretary.

DIVIDENDS AND RESERVES

133

134

135

The Company may in general meeting from time to time declare dividends to be
paid to members according to their rights and interests in the profits but no
dividend shall be declared in excess of the amount recommended by the
Directors.

Unless and to the extent that the rights attached to any shares or the terms of
issue thereof otherwise provide, all dividends shall be declared and paid
according to the proportion of the amount paid on the shares in respect of which
the dividend is paid and (as regards any shares not fully paid throughout the
period in respect of which the dividend is paid) be apportioned and paid pro rata
according to the proportionate amount paid on the shares during any portion or
portions of the period in respect of which the dividend is paid. For the purposes
of this Article no amount paid on a share in advance of calls shall be treated as
paid on the share.

The Directors may retain any dividend or other monies payable on or in respect

of a share on which the Company has a lien, and may apply the same in or
towards satisfaction of the debts and liabilities in respect of which the lien exists.
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136

137

138

139

140

Any resolution declaring a dividend on shares of any class, whether a resolution of
the Company in general meeting or a resolution of the Directors, may specify that
the same shall be payable to the persons registered as the holders of such
shares at the close of business on a particular date, notwithstanding that it may
be a date prior to, on or subsequent to that on which the resolution is passed,
and thereupon the dividend shall be payable to them in accordance with their
respective holdings so registered, but without prejudice to the rights inter se in
respect of such dividend of transferors and transferees of any such shares.

No dividend shall be payable except out of the profits of the Company that are
available for distribution, and no dividend shall bear interest as against the
Company.

The Directors may, if they think fit, from time to time, resolve to pay to the
members such interim dividends as appear to the Directors to be justified by the
profits of the Company that are available for distribution. The Directors shall
declare such dividend on all shares ranking pari passu in a single currency
(which may be any currency). If at any time the shares of the Company are
divided into different classes the Directors may resolve to pay such interim
dividends in respect of those shares which confer on the holders thereof
deferred or non-preferred rights as well as in respect of those shares which
confer on the holders thereof preferential or special rights in regard to dividend,
and provided that the Directors act in good faith, they shall not incur any
responsibility to the holders of shares conferring a preference for any damage
that they may suffer by reason of the payment of an interim dividend on any
shares having deferred or non-preferred rights. The Directors may also resolve
to pay at half-yearly or at other suitable intervals to be settled by them any
dividend which may be payable at a fixed rate if they are of the opinion that the
profits of the Company that are available for distribution justify the payment.

All dividends unclaimed for one year after having become payable may be
invested or otherwise made use of by the Directors for the benefit of the
Company until claimed, and all dividends unclaimed for six years after having
become payable may be forfeited by the Directors and shall revert to the
Company. The payment into a separate account of any monies payable in
respect of a dividend shall not constitute the Company a trustee in respect
thereof for any person.

Unless otherwise directed any dividend or other monies payable in cash on or in
respect of a share may be paid by cheque or warrant sent through the post to
the registered address of the member or person entitled, or, in the case of joint
holders, to the registered address of that one whose name stands first on the
Register in respect of the joint holding, or addressed to such person at such
address as the holder or joint holders shall direct. Every such cheque or warrant
shall, unless the member or person entitled or joint holders otherwise direct, be
made payable to the order of the member or person entitled or, in the case of
joint holders, to the order of the holder whose name stands first on the Register
in respect of the joint holding. The Company shall not be liable or responsible for
any cheque or warrant lost in transmission nor for any dividend or other monies
lost to the member or person entitled thereto by the forged endorsement of any
cheque or warrant. Payment of the cheque or warrant by the banker on whom it
is drawn shall be a good discharge to the Company.
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141

142

The Board may direct that payment of any dividend declared may be satisfied
wholly or partly by the distribution of assets of any kind, and in particular of fully
paid shares or securities or debentures of any other company, or in any one or
more of such ways. Where any difficulty arises in regard to such distribution, the
Board may settle it as it thinks fit. In particular, the Board may:

(a) issue fractional certificates (or ignore fractions);

(b) fix the value for distribution of such assets or any part thereof and
determine that cash payments may be made to any members on the
footing of the value so fixed, in order to adjust the rights of members; and

(c) vest any such assets in trustees on trust for the persons entitled to the
dividend.

Before recommending a dividend the Directors may set aside any part of the net
profits of the Company to one or more reserves, and may apply the same either
by employing it in the business of the Company or by investing it in such manner
as they shall think fit and the income arising from such reserves shall be treated
as part of the profits of the Company. Such reserves may be applied for the
purpose of maintaining the property of the Company, replacing wasting assets,
meeting contingencies, forming an insurance fund, equalising dividends, paying
special dividends, or for any other purpose for which the undivided profits of the
Company may lawfully be used, and until the same shall be so applied it shall be
deemed to remain undivided profit. The Directors may also carry forward as
undivided profit any profit or balance of profit which they shall not think fit to
recommend as dividend or to place to reserve.

CAPITALISATION OF PROFITS

143

144

145

The Company in general meeting may upon the recommendation of the
Directors resolve to capitalise all or any part of any amount for the time being
standing to the credit of any reserve accounts or to the credit of the profit and
loss account or otherwise available for distribution and accordingly that such
amount be set free for distribution among the members or any class of members
who would be entitled thereto if distributed by way of dividend and in the same
proportions, on condition that the same be not paid in cash but be applied as a
capitalisation issue either in or towards paying any amounts for the time being
unpaid on any shares held by such members respectively or paying amounts on
unissued shares or debentures or other securities of the Company to be allotted
and distributed credited as fully paid to and amongst such members in the
proportion aforesaid, or partly in one way and partly in the other and the Board
shall give effect thereto.

Whenever such a resolution as aforesaid shall have been passed the Directors
shall make all appropriations and applications of the reserves and undivided
profits resolved to be capitalised thereby, and all allotments and issues of fully
paid shares, debentures or other securities and generally shall do all acts and
things required to give effect thereto.

For the purpose of giving effect to any resolution under Articles 141 and 143
hereof the Directors may settle any difficulty which may arise in regard to the
distribution or capitalisation issue as they think expedient, and in particular may
issue fractional certificates, and may fix the value for distribution of any specific
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assets, and may determine that cash payments shall be made to any members
based upon the value so fixed or that fractions of such value as the Directors
may determine may be disregarded in order to adjust the rights of all parties, and
may vest any such cash or specific assets in trustees upon such trusts for the
persons entitled to the distribution or capitalisation issue as may seem expedient
to the Directors. The provisions of the Ordinance in relation to the filing of
contracts for allotment shall be observed, and the Directors may appoint any
person to sign such contract on behalf of the persons entitled to share in the
distribution or capitalisation issue, and such appointment shall be effective and
binding upon all concerned, and the contract may provide for the acceptance by
such persons of the shares, debentures or other securities to be allotted and
distributed to them respectively in satisfaction of their claims in respect of the
sum so capitalised.

ACCOUNTS AND AUDITORS

146

147

148

149

The Directors shall cause proper books of account to be kept and such other
books and registers as are necessary to comply with the provisions of the
Ordinance.

The Directors shall from time to time, in accordance with the provisions of the
Statutes, cause to be prepared and to be laid before the Company in general
meeting such Profit and Loss Accounts, Balance Sheets, Group Accounts (if any)
and Reports as are required by the Statutes.

A copy of every Balance Sheet (including every document required by law to be
annexed thereto) which is to be laid before the Company in general meeting,
together with a copy of the Directors' Report and a copy of the Auditors' Report,
shall not less than twenty-one days before the date of the meeting be sent to
every member of, and every holder of debentures of, the Company and to all
persons other than members or holders of debentures of the Company, being
persons entitled to receive notices of general meetings of the Company:

Provided that this Article shall not require a copy of those documents to be sent to any
person of whose address the Company is not aware nor to more than one of the joint
holders of any shares or debentures.

Auditors shall be appointed and their duties regulated in the manner provided by
the Ordinance.

NOTICES

150

151

Any notice or other document to be given or issued to the members may be
served by the Company upon any member either personally, by sending it by
mail, postage prepaid, addressed to such member at his or her registered
address, and, in any case where the registered address of a member is outside
Hong Kong, by prepaid airmail, or by any form of electronic communication or
transmission or in any other form of permitted means of communication.

Each member shall, from time to time, notify in writing to the Company some

place which shall be deemed his or her registered address within the meaning of
the last preceding Article.
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153

154

155

156

157

158

Any notice:
(a) sent by mail:

(i) to an address in Hong Kong shall be deemed to have been served on
the second business day following the day on which the notice is
mailed; and

(i) in any other case on the fifth day after the day of mailing; and

(b) if sent by electronic communication, shall be deemed to be given on the
day on which it is transmitted from the server of the Company or its agent
or any longer period as specified in the Ordinance from time to time,

where applicable, proof that the notice was properly addressed and mailed, postage
prepaid shall be conclusive evidence that the notice was given.

For this Article 152, “business day” means a day that is not a general holiday or a
‘black rainstorm warning day’ or ‘gale warning day’, with each of these terms having
the meaning given under the Interpretation and General Clauses Ordinance (Chapter 1
of the Laws of Hong Kong).

Any person who, by operation of law, transfer or other means whatsoever, shall
become entitled to any share shall be bound by every notice in respect of such
share which, previously to his or her name and address being entered in the
Register, shall be duly given to the person from whom he or she derives his or
her title to such share.

Any notice or document delivered, sent by mail to, left at the registered address
of, or sent by electronic communication to any member, in pursuance of these
Articles, shall, notwithstanding such member be then deceased or bankrupt, and
whether or not the Company has notice of his or her death or bankruptcy, be
deemed to have been duly served in respect of any shares held by such
member, whether held solely or jointly with other persons by such member, until
some other person be registered in his or her stead as the holder or joint holder
thereof, and such service shall for all purposes of these Articles be conclusive
evidence of service of such notice or document on his or her executors,
administrators or assigns and all persons (if any) jointly interested with him or her
in any such share.

Any summons, notice, order or other document required to be sent to or served
upon the Company, or upon any officer of the Company, may be sent or served
by leaving the same or sending it through the post in a prepaid letter, envelope or
wrapper, addressed to the Company or to such officer at the Office.

The signature to any notice to be given by the Company may be written or
printed.

Subject to any special provisions contained in these Articles or in the Statutes, all
notices required to be given by advertisement shall be advertised in at least one
daily Chinese and one daily English newspaper circulating in Hong Kong.

In reckoning the period for any notice given under these Articles, the day on

which notice is served, or deemed to be served, and the day for which such
notice is given shall be excluded.
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WINDING UP

If the Company shall be wound up, the surplus assets remaining after payment to
all creditors shall be divided among the members in proportion to the shares
held by them respectively. The distribution of any amount under this Article to
the holder of any share which at the date of such distribution is not fully paid
shall be adjusted so as to ensure that the holder gives credit against such
distribution for the amount remaining to be paid on his share. This Article is,
however, subject to the rights of the holders of any shares which may be issued
on special terms or conditions.

If the Company shall be wound up, the liquidator (whether voluntary or official)
may, with the sanction of a special resolution, divide among the members in
specie or kind the whole or any part of the assets of the Company or vest any
part of the assets of the Company in trustees upon such trusts for the benefit of
the members or any of them as the resolution shall provide. Any such resolution
may provide for and sanction a distribution of any specific assets amongst
different classes of members otherwise than in accordance with their existing
rights, but each member shall in that event have a right of dissent and other
ancillary rights in the same manner as if such resolution were a special
resolution passed pursuant to section 237 of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong).

In the event of a winding-up of the Company, every member of the Company
who is not for the time being in Hong Kong shall be bound, within fourteen days
after the passing of an effective resolution to wind up the Company voluntarily,
or within the like period after the making of an order for the winding up of the
Company, to serve notice in writing on the Company appointing some person
resident in Hong Kong upon whom all summonses, notices, processes, orders
and judgements in relation to or under the winding-up of the Company may be
served and, in default of such nomination, the liquidator of the Company shall be
at liberty on behalf of such member to appoint some such person, and service
upon any such appointee shall be deemed to be a good personal service on
such member for all purposes, and where the liquidator makes any such
appointment the liquidator shall, with all convenient speed, give notice thereof to
such member by advertising in the Hong Kong Government Gazette or by a
registered letter sent through the post and addressed to such member at his or
her address as appearing in the Register, and such notice shall be deemed to
be served on the day on which the advertisement appears or the letter is posted.

INDEMNITY

162

(a) Subject to Article 162(b), the Directors, Auditors, Secretary and other
officers for the time being of the Company shall be indemnified out of the
Company’s assets against any liability incurred by them or any of them as
the holder of any such office or appointment to a person other than the
Company or an associated company of the Company in connection with
any negligence, default, breach of duty or breach of trust in relation to the
Company or associated company (as the case may be).

(b) Article 162(a) shall not apply to:

(i) any liability of a Director to pay:
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(©)

(d)

(e)

(ii)

(iii)

(1) afine imposed in criminal proceedings; or

(2) a sum payable by way of a penalty in respect of hon-compliance
with any requirement of a regulatory nature; or

any liability incurred by a Director:-

(1) in defending criminal proceedings in which the Director is
convicted;

(2) in defending civil proceedings brought by the Company, or an
associated company, in which judgment is given against the
Director;

(3) in defending civil proceedings brought on behalf of the Company
by a member of the Company or of an associated company of
the Company in which judgment is given against the Director;

(4) in defending civil proceedings brought on behalf of an
associated company of the Company by a member of the
associated company or by a member of an associated company
of the associated company in which judgment is given against
the Director; or

(5) in connection with an application for relief under sections 903 or
904 of the Ordinance in which the Court refuses to grant the
Director relief; or

any liability incurred by an Auditor to the extent such liability is not
permitted to be indemnified by the Company pursuant to the
Ordinance.

A reference in Article 162(b)(ii) to a conviction, judgment or refusal of relief
is a reference to the final decision in the proceedings.

For the purposes of Article 162(c), a conviction, judgment or refusal for
relief:

0)

(if)

if not appealed against, becomes final at the end of the period for
bringing an appeal; or

if appealed against, becomes final when the appeal, or any further
appeal, is disposed of.

For the purposes of Article 162(d), an appeal is disposed of if:

(i)

(iD)

it is determined, and the period for bringing any further appeal has
ended; or

it is abandoned or otherwise ceases to have effect.
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		1 The regulations contained in the Companies (Model Articles) Notice (LN77 of 2013) shall not apply to the Company, but the following shall, subject to repeal, addition and alteration as provided by the Ordinance, the Bank Ordinance or these Articles,...

		2 (a)  In these Articles, save where the context otherwise requires, the following expressions have the following meanings : -

		(b) In these Articles, if not inconsistent with the subject or context, words importing the singular number only shall include the plural number and vice versa, words importing any gender shall include all other genders and references to persons shall...

		(c) Subject as aforesaid, any words defined in the Ordinance in force at the date when these Articles are adopted shall, if not inconsistent with the subject or context, bear the same meaning in these Articles or such part (as the case may be).

		(d) The headings and any marginal notes are inserted for convenience only and shall not affect the construction of these Articles.



		3 The name of the Company is The Hongkong and Shanghai Banking Corporation Limited.

		4 The Company shall maintain its head office in Hong Kong. The head office shall be at No.1 Queen's Road Central in Hong Kong or at such other place in Hong Kong as the Directors shall from time to time resolve.

		5 The Office shall be at such place in Hong Kong as the Directors shall from time to time resolve.

		6 The liability of members of the Company shall be limited to any amount unpaid on the shares held by the members.

		COMPANY OBJECTS

		7 The objects for which the Company is established are:

		(a) To carry on in any part of the world the business of banking of all kinds and to transact and do all matters and things incidental thereto, or which may at any time hereafter, at any place where the Company shall carry on business, be usually carr...

		(i) To receive money on loan, deposit, current account or otherwise at interest or otherwise with or without security, to obtain the use and control of money and securities, and to employ and use the same in any manner which the Company may consider e...

		(ii) To advance or lend money or give credit with or without security.

		(iii) To draw, make, accept, endorse, grant, discount, acquire, buy, sell, issue, negotiate, transfer, hold, invest or deal in and honour, retire, pay or secure obligations, instruments (whether negotiable or not) and securities of every kind.

		(iv) To grant, issue, negotiate, honour, retire and pay letters of credit, circular notes, drafts and other instruments and securities of every kind.

		(v) To buy, sell and deal in foreign exchange, precious metals, bullion and specie.

		(vi) To contract for public and private loans and to negotiate and issue the same.

		(vii) To receive money, securities, documents, bullion, jewellery and any other valuables, goods, chattels, movable effects and personal property of every kind on deposit or for safe custody or otherwise.

		(viii) To collect and transmit money and securities and to act as agent for the receipt of money or of documents and for the delivery of documents.

		(ix) To issue and transact business in respect of all types of bankers cards and credit cards, whether issued by the Company or by any other person or company.

		(x) To guarantee or otherwise accept responsibility for the genuineness and validity of obligations, instruments, deeds and documents of all kinds.

		(xi) To guarantee or otherwise become responsible for the performance of obligations or contracts of every kind by any company or person.

		(xii) To promote, effect, insure, guarantee, underwrite, secure the subscription or placing of, subscribe or tender for or procure the subscription of, participate in, manage or carry out any issue, public or private, of state, municipal or other loan...

		(xiii) To take, accept, enforce, release, sell, realise, dispose of and convert into money or otherwise deal with any real or personal property of whatever description, mortgaged, charged, pledged or hypothecated to the Company or taken by it in satis...

		(xiv) To grant indemnities against loss and risks of all kinds.

		(xv) Subject to applicable Hong Kong Ordinances and Laws from time to time and for the time being in force (including the Legal Tender Notes Issue Ordinance (Chapter 65)), in Hong Kong, but not elsewhere, to issue, re­ issue and circulate notes of the...



		(b) To carry on financial business and financial operations of all kinds, and in particular and without prejudice to the generality of the foregoing to finance or assist in the financing of the sale of goods, articles or commodities of all and every k...

		(c) To enter into arrangements with companies, firms and persons for promoting and increasing the manufacture, sale and purchase and/or upkeep and maintenance of goods, articles or commodities of every kind, either by buying, selling, letting or takin...

		(d) To aid any government or state or any municipal or other body politic or corporate or any firm or company in the prosecution of any works, undertakings, projects or enterprises by the provision of capital, loans, credit, resources or by participat...

		(e) To act as trustee for the holders of or otherwise in relation to any shares, stocks, funds, debentures, debenture stock, bonds, mortgages, obligations, options, option certificates, treasury bills or securities issued or to be issued by any govern...

		(f) To act as the holding and co-ordinating company of the group of companies for which the Company is for the time being the holding company.

		(g) To purchase, take on lease or in exchange, hire or otherwise acquire and hold for any estate or interest, and manage any lands, buildings, servitude, easements, rights, privileges, concessions, machinery, plant, stock-in-trade and any heritable or...

		(h) To purchase or otherwise acquire, dispose of, protect, extend and renew any patents, brevets d'invention, licences, concessions, copyrights, registered designs, service marks and trade marks (whether registered or not), design right or any similar...

		(i) To form, promote, subsidise and assist companies, syndicates or other bodies of all kinds and to issue on commission or otherwise underwrite, subscribe for and take or guarantee the payment of any dividend or interest on any shares, stocks, debent...

		(j) To enter into partnerships or into any arrangement for sharing profits, union of interests, co-operation, reciprocal concessions or otherwise with any person or company for the purpose of carrying on business within any of the objects of the Company.

		(k) To purchase or otherwise acquire and undertake all or any part of the business, property, liabilities and transactions of any person, body or company carrying on any business which the Company is authorised to carry on, or possessed of property, a...

		(l) To develop, work, improve, manage, lease, mortgage, charge, pledge, turn to account or otherwise deal with all or any part of the property, assets or rights of the Company; to surrender or accept surrender of any lease or tenancy or rights; and to...

		(m) To build, construct, erect, maintain, alter, replace or remove any buildings, works, offices, erections, plant, machinery, tools, equipment or otherwise as may seem desirable for any of the businesses or in the interests of the Company; and to man...

		(n) To manage and conduct the affairs of any companies, firms, bodies and persons carrying on business of any kind whatsoever, and in any part of the world.

		(o) To enter into, carry on and participate in financial transactions and dealings and operations of all kinds; and to take any steps which may be considered expedient for carrying into effect such transactions, dealings and operations including, with...

		(p) To borrow or raise money in such manner as the Company shall think fit and on security or otherwise and in particular by the issue (whether at par or at a premium or discount and for such consideration as the Company may think fit) of bonds, deben...

		(q) To guarantee or otherwise support or secure, either with or without the Company receiving any consideration or advantage and whether by personal covenant or by mortgaging or charging all or part of the undertaking, property, assets and rights pres...

		(r) To grant indemnities of every description and to undertake obligations of every description.

		(s) To make, draw, accept, exchange, endorse, negotiate, execute and issue promissory notes, bills of exchange or other negotiable instruments and to receive money on deposit or loan.

		(t) To pay commission to and remunerate any person or company for services rendered in underwriting or placing, or assisting to underwrite or place, any of the shares in the Company's share capital or any debentures or other securities of the Company,...

		(u) To pay for any property or rights acquired by the Company in such manner as the Company may think fit, including payment either in cash or fully paid or partly paid shares with or without preferred or deferred rights in respect of dividend or repa...

		(v) To accept payment for any property or rights sold or otherwise disposed of or dealt with by the Company in such manner as the Company may think fit, including payment either in cash, by instalments or otherwise, or in fully paid or partly paid sha...

		(w) To make loans or donations, either of cash or of other assets whatsoever, to or enter into any arrangements whatsoever for the benefit of such persons and in such cases as the Company may think directly or indirectly conducive to any of its object...

		(x) To distribute among the members in specie any property of the Company or any proceeds of sale, disposal or realisation of any property of the Company but so that no distribution amounting to a reduction of capital be made except with the sanction ...

		(y) To subscribe for, purchase or otherwise acquire, take, hold, or sell any shares or stock, bonds, debentures or debenture stock, or other securities or obligations of any company and to invest, deal with or lend any of the moneys of the Company in ...

		(z) To amalgamate with any other company either whose objects are or include objects similar to those of the Company (if the constitution of such a company includes one or more objects) or which is possessed of property, assets or rights suitable for ...

		(aa) To procure the Company or any branch agency or sub-agency or representative of the Company to be registered or recognised in any country or place abroad or with any applicable regulatory body in any part of the world.

		(bb) To obtain any provisional or other order or decree or resolution or ordinance or similar or equivalent regulation of Hong Kong or of the legislature of any other State or jurisdiction or of any foreign government or authority (whether supreme or ...

		(cc) To appoint any person or persons, firm or firms, company or companies to be the attorney or agent of the Company and to act as agents, managers, secretaries, contractors or in similar capacity.

		(dd) To insure the life of any person who may, in the opinion of the Company, be of value to the Company as having or holding for the Company interests, goodwill or influence or other assets and to pay the premiums on such insurance.

		(ee) To establish and maintain or procure the establishment and maintenance of contributory or non-contributory pension or superannuation funds for the benefit of persons referred to below, to grant emoluments, pensions, allowances, donations, gratuit...

		(ff) To purchase and maintain insurance for the benefit of any persons who are or were at any time directors, officers or employees of the Company or any other company which is a subsidiary of the Company or in which the Company has any interest, whet...

		(gg) To take, make, execute, enter into, commence, carry on, prosecute or defend all steps, contracts, agreements, negotiations, legal and other proceedings, compromises, arrangements and schemes, and to do all other acts, matters and things which sha...

		(hh) To carry on any other business which may seem to the Company capable of being conveniently carried on in connection with the above or calculated directly or indirectly to enhance the value of or render profitable any of the Company's property or ...

		(ii) To do all or any of the above things in any other part of the world and either as principals, agents, contractors, trustees, or otherwise and by or through trustees, agents or otherwise and either alone or in connection with others and at any of ...

		(jj) To do all such other acts or things in all parts of the world as seem to the Company incidental or conducive to the attainment of the above objects or any of them.

		(kk) For the purposes of Article 7:

		(i) the word "company", except where used in reference to the Company, shall be deemed to include any partnership or other body of persons, whether incorporated or not incorporated, and wheresoever domiciled, and whether now existing or hereafter to b...

		(ii) the objects set forth in each sub-article of this Article shall not be restrictively construed but the widest interpretation should be given thereto and they shall not, except where the context expressly so requires, be in any way limited or rest...





		8 Without prejudice to any special rights previously conferred on any issued shares, any shares may be issued with such preferred, deferred or other special rights or restrictions, whether in regard to dividends, voting, transfer, repayment or redempt...

		9 Save as provided by contract or the Ordinance or these Articles to the contrary, the Directors may offer, allot, grant rights to subscribe for, convert securities into, or otherwise deal with or dispose of the same  to such persons, at such times, f...

		10 The Company may make arrangements on the issue of shares for a difference in the amount of calls to be paid and the time of payment of such calls by the holders of such shares.

		11 If by the conditions of allotment of any shares the whole or part of the issue price thereof shall be payable by instalments, every such instalment shall, when due, be paid to the Company by the person who for the time being and from time to time s...

		12 Any preference share may, with the sanction of an ordinary resolution, be issued on the terms that it is to be redeemed, or liable to be redeemed at the option of the Company or the holder of share.

		13 Except as otherwise expressly provided by these Articles, as required by law or as ordered by a court of competent jurisdiction, the Company shall not recognise any person as holding any share on trust, and (except as aforesaid) the Company shall n...

		14 The Company may in connection with the issue of any shares exercise all powers of paying commission and brokerage conferred or permitted by the Ordinance.

		15 No person shall become a member until his or her name shall have been entered into the Register.

		16 Where two or more persons are registered as the holders of any share they shall be deemed to hold the same as joint tenants with benefit of survivorship, subject to the following provisions : -

		(a) the Company shall not be bound to register more than four persons as the holders of any shares except in the case of the legal personal representatives of a deceased member;

		(b) the joint holders of any shares shall be liable severally as well as jointly in respect of all payments which ought to be made in respect of such shares;

		(c) on the death of any one of such joint holders the survivor or survivors shall be the only person or persons recognized by the Company as having any title to such shares, but the Directors may require such evidence of death as they may deem fit;

		(d) any one of such joint holders may give effectual receipts for any dividend, bonus or return of share capital payable to such joint holders; and

		(e) the Company shall be at liberty to treat the person whose name stands first in the Register as one of the joint holders of any shares as solely entitled to delivery of the certificate relating to such shares, or to receive notices from the Company...



		17 Every person whose name is entered as a member in the Register shall be entitled without payment to receive within two months after allotment or within 10 business days after the day of lodgment of an instrument of transfer duly stamped, or within ...

		18 Every share certificate shall specify the number and class of shares, and, if required, the distinctive numbers thereof, to which the certificate relates, and the amount paid thereon. If at any time the share capital of the Company has different cl...

		19 If any share certificate shall be worn out, defaced, destroyed or lost, it may be replaced on such evidence being produced as the Directors shall require, and in case of wearing out or defacement, on delivery up of the old certificate, and in case ...

		20 (a) The Directors may from time to time make calls upon the members in respect of any or all moneys unpaid on their shares, subject always to the terms of issue of such shares, and any such call may be made payable by instalments.

		(a)

		(b) Each member shall, subject to receiving at least fourteen days' notice specifying the time or times and place for payment, pay to the Company the amount called on his or her shares and at the time or times and place so specified. The non-receipt o...



		21 A call shall be deemed to have been made at the time when the resolution of the Directors authorising such call was passed. A call may be revoked, varied or postponed as to all or any of the members liable therefor as the Directors may determine. T...

		22 Subject to Articles 27 and 28, if any part of a call be not paid before or on the day appointed for payment thereof, the person from whom the payment is due shall be liable to pay interest on the outstanding part thereof at such rate as the Directo...

		23 If, by the terms of the issue of any shares or otherwise, any amount is made payable upon allotment or at any fixed time, every such amount shall be payable as if it were a call duly made and payable on the date on which by the terms of issue the s...

		24 The Directors may, if they shall think fit, receive from any member willing to advance the same all or any part of the moneys uncalled and unpaid upon any shares held by him or her; and upon all or any of the moneys so paid in advance the Directors...

		25 On the trial or hearing of any action for the recovery of any money due for any call, it shall be sufficient to prove that the name of the member sued is entered in the Register as the holder, or one of the holders, of the shares in respect of whic...

		26 No member shall, unless the Directors otherwise determine, be entitled to receive any dividend, or to receive notice of or to be present or vote at any general meeting, either personally or (save as proxy for another member) by proxy, or to exercis...

		27 If any member fails to pay in full any call on the day appointed for payment thereof, the Directors may at any time thereafter, during such time as any part of the call remains unpaid, serve a notice on the member requiring him or her to pay so muc...

		28 The notice shall fix a further day (not being less than fourteen days from the date of the notice) on or before which such call or part thereof and all interest accrued and expenses incurred by reason of such non-payment are to be paid, and it shal...

		29 If the requirements with regard to payment of any such notice as aforesaid be not complied with, any shares in respect of which such notice has been given may, at any time thereafter and before the payment required by the notice has been made, be f...

		30 Any shares so forfeited shall be deemed for the purposes of this Article to be the property of the Company, and may be sold, re-allotted or otherwise disposed of either subject to or discharged from all calls made prior to the forfeiture, to any pe...

		31 The Directors may, at any time before any shares so forfeited shall have been sold, re-allotted or otherwise disposed of, annul the forfeiture thereof upon such conditions as they think fit.

		32 Any person whose shares have been forfeited shall cease to be a member in respect of the forfeited shares but shall notwithstanding the forfeiture be and remain liable to pay to the Company all moneys which, at the date of forfeiture, were payable ...

		33 When any shares have been forfeited an entry shall be made in the Register recording the forfeiture and the date thereof, and so soon as the shares so forfeited have been sold or otherwise disposed of an entry shall also be made of the manner and d...

		34 The Company shall have a first and paramount lien on every share (not being a fully paid share) for all moneys outstanding in respect of such share whether presently payable or not, and the Company shall also have a first and paramount lien on ever...

		35 The Company may sell in such manner as the Directors think fit any share on which the Company has a lien, but no sale shall be made unless some sum in respect of which the lien exists is presently payable nor until the expiration of fourteen days a...

		36 The net proceeds of such sale after payment of the costs of such sale shall be applied in or towards payment or satisfaction of the debts or liabilities in respect whereof the lien exists so far as the same are presently payable and any residue sha...

		37 A statutory declaration in writing that the declarant is a Director or the Secretary of the Company and that a share has been duly forfeited or surrendered or sold to satisfy a lien of the Company on a date stated in the declaration shall be conclu...

		38 The instrument of transfer of any shares in the Company shall be in writing in any usual or common form or any other form which the Directors may approve and shall be executed by or on behalf of the transferor and by or on behalf of the transferee....

		39 Every instrument of transfer shall be lodged at the Office for registration accompanied by the certificate relating to the shares to be transferred and such other evidence as the Directors may require in relation thereto. All instruments of transfe...

		40 There shall be paid to the Company in respect of the registration of a transfer and of any Grant of Probate or Letters of Administration, Certificate of Marriage or Death, Power of Attorney or other document relating to or affecting the title to an...

		41 The registration of transfers may be suspended at such times and for such periods as the Directors may, in accordance with the requirements of the Ordinance, from time to time determine and either generally or in respect of any class of shares.

		42 The Directors may at any time in their absolute discretion decline to register any transfer of any share whether or not it is fully paid. If the Directors refuse to register a transfer they shall, within two months after the date on which the trans...

		43 The Directors may also decline to register any transfer unless : -

		(a) the instrument of transfer is in respect of only one class of shares;

		(b) in the case of a transfer to joint holders, the number of transferees does not exceed four;

		(c) the shares concerned are free of any lien in favour of the Company; and

		(d) such other conditions as the Directors may from time to time impose for the purpose of guarding against losses arising from forgery are satisfied.



		44 No person shall without the sanction of the Board be entitled at any time to be registered as the holder of or be interested in more than one per cent of the issued shares of the Company; and the Board may at any time require from any shareholder a...

		45 In the case of the death of a member, the survivor or survivors where the deceased was a joint holder, and the legal personal representatives of the deceased where he or she was a sole or only surviving holder, shall be the only persons recognized ...

		46 Any person becoming entitled to shares in the Company in consequence of the death, bankruptcy or winding-up of any member or otherwise by operation of law or by court order shall, upon producing such evidence of his or her title as the Directors ma...

		47 A person becoming entitled to shares in the Company in consequence of the death, bankruptcy or winding-up of any member or otherwise by operation of law or by court order shall have the right to receive and give a discharge for any dividends or oth...

		48 The general meeting resolving upon the creation of any new shares may direct that the same or any of them shall be offered in the first instance to all the holders for the time being of any class of shares issued by  the Company, in proportion to t...

		49 Subject to any direction or determination  that may be given or made in accordance with the powers contained in these Articles, all new shares created pursuant to Article 48 shall be subject to the same provisions herein contained with reference to...

		50 The Company may by ordinary resolution alter its share capital in any one or more of the ways set out in the Ordinance or in any other manner authorized, and subject to any conditions prescribed, by the Statutes.

		51 The Company may by special resolution reduce its share capital in accordance with the requirements of the Ordinance.

		52 Where any difficulty arises in regard to any consolidation or division  of the Company’s shares, the Directors may settle the same as they think expedient and in particular may arrange for the sale of the shares representing fractions and the distr...

		53 Subject to the provisions of the Statutes, all or any of the rights attached to any class of shares for the time being in issue may, at any time, as well before as during liquidation, be altered or abrogated either with the consent in writing of th...

		54 The provisions of the foregoing Article shall apply to the variation or abrogation of the rights attached to some only of the shares of any class as if each group of shares of the class differently treated formed a separate class the rights whereof...

		55 Subject to the terms of issue of or rights attached to any shares, the rights or privileges attached to any class of shares shall be deemed not to be varied or abrogated by the creation or issue of any new shares ranking pari passu in all respects ...

		56 Except as permitted under the Ordinance, the Company shall in each year hold a general meeting as its annual general meeting in addition to any other meetings in that year.  The annual general meeting shall be held at such time and place as may be ...

		57 The Directors may whenever they think fit, and shall on requisition in accordance with the Ordinance, proceed to convene an extraordinary general meeting.

		58 Subject to the provisions of the Ordinance regarding the requirements for special notice of resolutions, an annual general meeting shall be called by not less than 21 days' notice in writing, and any other general meeting shall be called by not les...

		59 Notwithstanding that a meeting of the Company is called by shorter notice than that specified in these Articles or required by the Ordinance, it shall be deemed to have been duly called if it is so agreed : -

		(a) in the case of a meeting called as the annual general meeting, by all the members entitled to attend and vote thereat; and

		(b) in the case of any other meeting, by a majority in number of the members having the right to attend and vote at the meeting, being a majority together holding not less than 95 per cent of the total voting rights at the meeting of the members.



		60 The accidental omission to give notice of a meeting or (in cases where instruments of proxy are sent out with the notice) the accidental omission to send such instrument of proxy to, or the non-receipt of notice of a meeting or such instrument of p...

		61 All business shall be deemed special that is transacted at an extraordinary general meeting and at an annual general meeting with the exception of : -

		(a) the consideration of the accounts and balance sheet and the reports of the Directors and other documents required to be annexed to the accounts;

		(b) the declaration of dividends;

		(c) the election of Directors in place of those retiring (if any);

		(d) the election or re-election of the Auditors; and

		(e) the fixing of, or the determination  of the method  of fixing, the remuneration of the Auditors.



		62 No business save the election of a chairman of the meeting shall be transacted at any general meeting unless a quorum is present when the meeting proceeds to business. Where the Company only has one member, that member present in person or by proxy...

		63 If, within fifteen minutes from the time appointed for the meeting a quorum be not present, the meeting, if convened upon requisition in accordance with the Ordinance, shall be dissolved; but in any other case it shall stand adjourned to the same d...

		64 The Chairman (if any) of the Board or, in the Chairman’s absence, a Deputy Chairman (if any) shall preside as chairman at every general meeting. If there is no such Chairman or Deputy Chairman, or if at any meeting neither the Chairman nor a Deputy...

		65 The chairman of any general meeting at which a quorum is present may, with the consent of the meeting, and shall, if so directed by the meeting, adjourn the meeting from time to time and from place to place or adjourn the meeting without adjourning...

		66 (a) At any general meeting a resolution put to the vote of the meeting shall be decided on a show of hands unless (before or on the declaration of the result of the show of hands or on the withdrawal of any other demand for a poll) a poll is demand...

		(i) the chairman of the meeting; or

		(ii) at least five members present in person or by proxy and entitled to vote at the meeting (or each member of the Company, where the Company has fewer than five members); or

		(iii) any member or members present in person or by proxy and representing at least five per cent of the total voting rights of all members having the right to  vote at the meeting.

		(b) Unless a poll is so demanded and the demand is not withdrawn, a declaration by the chairman that a resolution has, on a show of hands, been carried unanimously or by a particular majority or lost shall be final and conclusive, and an entry to that...



		67 A demand for a poll may be withdrawn only with the approval of the chairman of the meeting. If a poll be directed or demanded in the manner above mentioned it shall (subject to the provisions of Article 69 hereof) be taken at such time (being not l...

		68 In the case of an equality of votes at any general meeting, whether upon a show of hands or on a poll, the chairman of the meeting shall be entitled to a further or casting vote in addition to the votes to which he or she may be entitled as a membe...

		69 A poll demanded upon the election of a chairman or upon a question of adjournment shall be taken forthwith. Any business, other than that upon which a poll has been demanded, may be proceeded with pending the taking of the poll.

		70 (a) No objection shall be made to the validity of any vote except at a meeting or poll at which such vote shall be tendered and every vote whether given personally or by proxy not disallowed at such meeting or poll shall be deemed valid for all pur...

		(a)

		(b) In case of any dispute as to voting the chairman shall determine the same, and such determination shall be final and conclusive.



		71 Subject to the provisions of the Ordinance, a resolution in writing, to which all members for the time being entitled to receive notice of and to attend and vote at general meetings have signified their agreement, shall be as valid and effective as...

		(a) identifying the resolution to which it relates; and

		(b) indicating the member’s agreement to the resolution,

		(a) it is signed by:

		(i) in the case of a non-corporate member, the member; or

		(ii) in the case of a corporate member:

		(1) two directors of the member company;

		(2) a director and a secretary of the member company; or

		(3)  a corporate representative of the member company; or



		(iii) in any case, a duly appointed attorney of the member; or



		(b) it includes or is accompanied by a statement detailing the identity of the person providing the authentication,

		and in each instance the Company has no reason to doubt the truth or validity of the document or the authority of the person providing the authentication.



		72 Subject to any special rights, privileges or restrictions as to voting for the time being attached to any class or classes of shares, every member who is present in person or by proxy or by duly authorised representative or by attorney at any gener...

		73 On a poll, votes may be given either personally or by proxy or by duly authorised representative and a member entitled to more than one vote need not use all his or her votes or cast all the votes he or she uses in the same way.

		74 A member of unsound mind, or in respect of whom an order has been made by any court having jurisdiction in lunacy, may vote, whether on a show of hands or on a poll, by his or her committee, legal guardian or other person in the nature of a committ...

		75 A proxy need not be a member of the Company.

		76 An instrument appointing a proxy shall be in writing in any usual or common form or in any other form which the Directors may accept, provided that any form issued to a member for use by the member for appointing a proxy to attend and vote at a gen...

		77 The instrument appointing a proxy shall be signed by the appointor, or his or her duly authorised attorney, or if such appointor be a corporation, under its common seal, if any, or signed by some officer, attorney or other person duly authorised in...

		78 The instrument appointing a proxy and the power of attorney or other authority (if any) under which it is signed, or a notarially certified copy or a copy certified in accordance with the Powers of Attorney Ordinance (Chapter 31 of the Laws of Hong...

		79 Any member may by power of attorney appoint any person to be his or her attorney for the purpose of attending and voting at any meeting, and such power may be a special power limited to any particular meeting or a general power extending to all mee...

		80 An instrument of proxy may be revoked by forwarding to the Office or, if an electronic address was specified in the relevant notice of meeting or in the instrument of proxy issued by the Company, by sending by electronic means to that address (subj...

		81 A vote given in accordance with the terms of an instrument of proxy or power of attorney shall be valid notwithstanding the previous death or insanity of the principal, or revocation of the proxy or power of attorney, or transfer of the shares in r...

		82 Any corporation which is a member of the Company may, by resolution of its directors or other governing body, authorise such person as it thinks fit to act as its representative at any meeting of the Company, or at any meeting of any class of membe...

		83 Unless and until otherwise determined by an ordinary resolution of the Company, the number of Directors shall be not fewer than five and not more than twenty-five.

		84 A Director need not hold any shares in the Company.

		85 The Directors shall be entitled to receive by way of fees for their services as Directors such sum (or its equivalent in any other currency at such rate of exchange as the Board shall determine) and on such terms as the Company in general meeting m...

		86 Each Director shall be entitled to be repaid all reasonable travelling, hotel and other expenses properly incurred by him or her in or about the performance of his or her duties as Director, including any expenses incurred in attending meetings of ...

		87 If by arrangement with the Board any Director shall perform or render any special duties or services outside his or her ordinary duties as a Director, he or she may be paid such reasonable additional remuneration (whether by way of salary, commissi...

		88 The salary or remuneration of any Director appointed to hold any employment or executive office in accordance with the provisions of these Articles may be either a fixed sum of money, or may altogether or in part be governed by business done or pro...

		89 The business of the Company shall be managed by the Directors who may exercise all such powers of the Company (whether relating to the management of the business of the Company or otherwise) as are not by the Ordinance or by these Articles required...

		90 The Directors may establish any local boards or agencies for managing any of the affairs of the Company, either in Hong Kong or elsewhere, and may appoint any persons to be members of such local boards, or any managers or agents for the Company, an...

		91 (a) The Directors may from time to time and at any time by power of attorney or other instrument appoint any person or body of persons to be the attorney or attorneys of the Company for such purposes and with such powers, authorities and discretion...

		92 The Board may entrust to and confer upon any Director any of the powers exercisable by it upon such terms and conditions and with such restrictions as it thinks fit, and either collaterally with, or to the exclusion of, its own powers, and may from...

		93 Subject to and to the extent permitted by the Ordinance, the Company, or the Directors on behalf of the Company, may cause to be kept in any territory a Branch Register of members resident in such territory, and the Directors may make and vary such...

		94 (a) The Directors may exercise all the powers of the Company to borrow money and to mortgage or charge all or any part of the undertaking, property and assets (present and future) and unpaid amounts on partly paid shares and to issue debentures, de...

		(a)

		(b) Where any unpaid amount on a partly paid share is charged, all persons taking any subsequent charge thereon shall take the same subject to such prior charge, and shall not be entitled, by notice to the members or otherwise, to obtain priority over...



		95 The Board on behalf of the Company may exercise all the powers of the Company to grant pensions, annuities or other allowances and benefits in favour of any person including any Director or former director of the Company or the relations, connectio...

		96 The Company may, from time to time, by ordinary resolution appoint any person to be a Director, either to fill a casual vacancy or as an addition to the existing Board.

		97 The Company may by ordinary resolution remove any Director before the end of the Director’s term of office notwithstanding anything in these Articles or in any agreement between him or her and the Company (but without prejudice to any right to dama...

		98 The Directors shall have power, exercisable at any time and from time to time, to appoint any other person as a Director, either to fill a casual vacancy or as an addition to the Board. Any Director so appointed shall hold office only until the nex...

		99 The continuing Directors (or a sole continuing Director) may act notwithstanding any vacancy in their body, but if and so long as the number of Directors is reduced below the number fixed by or pursuant to these Articles as the necessary quorum of ...

		(a) where the Company has more than one member, any two members may summon a general meeting for the purpose of appointing Directors; and

		(b) where the Company only has one member, that member may summon a general meeting for the purpose of appointing Directors.



		100 The office of a Director shall automatically be vacated:-

		(a) if the Director becomes prohibited by law or court order from being a Director;

		(b) if the Director becomes bankrupt or if a receiving order is made against him or her or the Director makes any arrangement or composition with his or her creditors;

		(c) if the Director becomes a lunatic or of unsound mind, or if all the other Directors unanimously resolve that the Director is physically or mentally incapable of performing the functions of a director;

		(d) if the Director resigns his or her office;

		(e) if the Director is removed by an ordinary resolution of the Company;

		(f) if the Director is convicted of an indictable offence;

		(g) if the Director has absented himself or herself (such absence not being with leave from the Board or on the affairs of the Company) from the meetings of the Board for three meetings in succession and the Board has resolved that his or her office b...

		(h) if the Director acts in contravention of the Company’s conflicts of interest policy adopted by the Board from time to time and the Board has resolved that his or her office be vacated.



		101 If a Director or an entity connected with a Director is in any way, directly or indirectly, interested in a transaction, arrangement or contract or a proposed transaction, arrangement or contract with the Company that is significant to the Company...

		102 A Director may hold any other office or place of profit under the Company (other than the office of Auditor), and he or she or any firm of which he or she is a member may act in a professional capacity for the Company in conjunction with his or he...

		103 A Director may, notwithstanding his or her interest, vote in respect of any contract, arrangement, transaction or any other proposal whatsoever in which he or she is interested or an entity connected with him or her is interested, directly or indi...

		104 A Director may hold office as a director in or manager of any other company in which the Company is a shareholder or is otherwise interested, and (subject to any agreement with the Company to the contrary) shall not be liable to account to the Com...

		105 Subject to the provisions of the Ordinance, the Board may from time to time appoint one or more of its body to hold any employment or executive office for such term (subject to the provisions of the Ordinance) and subject to such other conditions ...

		106 The Board may appoint one of its body as Chairman to preside at every Board meeting at which he or she is present and no more than three other members as Deputy Chairmen, may determine the period for which the Chairman is or they are to hold offic...

		107 The Board may from time to time entrust to and confer upon the Chairman or a Deputy Chairman separately together or in the alternative such of the powers exercisable by the Board as it may think fit, and may confer such powers for such time, and t...

		108 Each year one-third of the Directors shall retire from office.  If the number of Directors is not a multiple of three, then the number nearest one-third must retire from office.  The Directors to retire each year shall be the Directors who have be...

		109 Where a Director retires at a general meeting, the members at the meeting may fill the vacated office by electing thereto the retiring Director or some other person eligible for appointment and in default the retiring Director shall if offering hi...

		110 Every Director retiring by rotation shall continue to hold office until the termination of the meeting at which his or her successor is elected, and shall be eligible for re-election.

		111 Subject to the provisions of Article 99, no person, not being a retiring Director, shall, unless recommended by the Board for election, be eligible for election as a Director at a general meeting unless the person or some member (duly qualified to...

		112 A Director shall have the power to nominate any other Director or any other person approved for that purpose by a resolution of the Board to act as an alternate Director in the Director’s place during his or her absence, and at the Director’s disc...

		113 Notice of all Board and General Meetings shall be sent to every alternate Director as if he or she were a Director and member of the Company until revocation of the person’s appointment.

		114 The appointment of an alternate Director shall be revoked and the alternate Director shall cease to hold office whenever the Director who appointed such alternate Director shall give notice in writing to the Secretary of the Company that he or she...

		115 Every person acting as an alternate Director shall while so acting be deemed to be an officer of the Company and shall alone be responsible to the Company for his or her own acts and defaults, and he or she shall not be deemed to be the agent of o...

		116 A person who is an alternate Director but not a Director : -

		(a) may be counted as participating for determining whether a quorum is participating (but only if that person’s appointor is not participating); and

		(b) may sign or assent to a written resolution (but only if it is not signed, assented to or to be signed or assented to by that person’s appointor).



		117 No alternate Director may be counted as more than one Director for the purposes mentioned in Article 116(a).

		118 The Directors may meet together for the despatch of business, adjourn and otherwise regulate their meetings as they think fit, and determine the quorum necessary for the transaction of business. Until otherwise determined by the Board, three Direc...

		119 Notice of a meeting of Directors shall be deemed to be duly given to a Director if it is given to the Director personally, in writing or by word of mouth, or sent to the Director at his or her last known address or any other address given by the D...

		120 The Chairman, or in the Chairman’s absence a Deputy Chairman, shall preside at every meeting of the Board but if all of these be absent, or if there be no Chairman or Deputy Chairman, or if at any meeting the Chairman or a Deputy Chairman be not p...

		121 A resolution in writing signed, or assented to by electronic communication, by all the Directors who are in Hong Kong at the time of circulation of the resolution (provided that number is sufficient to constitute a quorum), or by all the members o...

		122 Any Director or member of a committee of the Board may validly participate in a meeting of the Board or a committee of the Board through the medium of telephone or video conference or any other form of communications equipment, provided that all p...

		123 A meeting of the Directors at which a quorum is present shall be competent to exercise all the powers, authorities and discretions for the time being vested in or exercisable by the Directors generally.

		124 The Directors may, from time to time, appoint committees consisting of such one or more persons as they think fit, and may delegate all or any of their powers (including without limitation the authority to approve and to execute deeds, powers of a...

		125 The meetings and proceedings of any such committee shall be governed (with such changes as may be necessary to give effect to this provision) by the provisions of these Articles regulating the meetings and proceedings of the Directors, insofar as ...

		126 All acts done in good faith by any meeting of the Directors or of a committee of Directors, or by any persons acting as Directors shall, notwithstanding that there was some defect in the appointment or continuance in office of any such Directors o...

		127 The Directors shall cause to be entered and kept in books provided for that purpose, minutes of the following: -

		(a) all appointments of officers;

		(b) all the names of the Directors present at each meeting of the Directors and of any committee;

		(c) all orders made by the Directors and committees; and

		(d) all resolutions and proceedings of general meetings and of meetings of the Directors and committees.



		128 The Directors may decide by what means and in what form the Seal is to be used.

		129 The Directors shall provide for the safe custody of the Seal. The Seal shall not be affixed to any instrument except by the authority of the Directors or a committee authorised by the Board on their behalf, and every instrument to which the Seal s...

		130 The Company may exercise all the powers of having official seals conferred by the Ordinance and such powers shall be vested in the Directors.

		131 The Directors shall appoint a Secretary of the Company for such period, at such remuneration and upon such conditions as they may think fit, and any Secretary so appointed may be removed by them.

		132 Any provision of the Ordinance or these Articles requiring or authorising a thing to be done by or to a Director and the Secretary shall not be satisfied by its being done by or to the same person acting both as Director and as, or in place of, th...

		133 The Company may in general meeting from time to time declare dividends to be paid to members according to their rights and interests in the profits but no dividend shall be declared in excess of the amount recommended by the Directors.

		134 Unless and to the extent that the rights attached to any shares or the terms of issue thereof otherwise provide, all dividends shall be declared and paid according to the proportion of the amount paid on the shares in respect of which the dividend...

		135 The Directors may retain any dividend or other monies payable on or in respect of a share on which the Company has a lien, and may apply the same in or towards satisfaction of the debts and liabilities in respect of which the lien exists.

		136 Any resolution declaring a dividend on shares of any class, whether a resolution of the Company in general meeting or a resolution of the Directors, may specify that the same shall be payable to the persons registered as the holders of such shares...

		137 No dividend shall be payable except out of the profits of the Company that are available for distribution, and no dividend shall bear interest as against the Company.

		138 The Directors may, if they think fit, from time to time, resolve to pay to the members such interim dividends as appear to the Directors to be justified by the profits of the Company that are available for distribution.  The Directors shall declar...

		139 All dividends unclaimed for one year after having become payable may be invested or otherwise made use of by the Directors for the benefit of the Company until claimed, and all dividends unclaimed for six years after having become payable may be f...

		140 Unless otherwise directed any dividend or other monies payable in cash on or in respect of a share may be paid by cheque or warrant sent through the post to the registered address of the member or person entitled, or, in the case of joint holders,...

		141 The Board may direct that payment of any dividend declared may be satisfied wholly or partly by the distribution of assets of any kind, and in particular of fully paid shares or securities or debentures of any other company, or in any one or more ...

		(a) issue fractional certificates (or ignore fractions);

		(b) fix the value for distribution of such assets or any part thereof and determine that cash payments may be made to any members on the footing of the value so fixed, in order to adjust the rights of members; and

		(c) vest any such assets in trustees on trust for the persons entitled to the dividend.



		142 Before recommending a dividend the Directors may set aside any part of the net profits of the Company to one or more reserves, and may apply the same either by employing it in the business of the Company or by investing it in such manner as they s...

		143 The Company in general meeting may upon the recommendation of the Directors resolve to capitalise all or any part of any amount for the time being standing to the credit of any reserve accounts or to the credit of the profit and loss account or ot...

		144 Whenever such a resolution as aforesaid shall have been passed the Directors shall make all appropriations and applications of the reserves and undivided profits resolved to be capitalised thereby, and all allotments and issues of fully paid share...

		145 For the purpose of giving effect to any resolution under Articles 141 and 143 hereof the Directors may settle any difficulty which may arise in regard to the distribution or capitalisation issue as they think expedient, and in particular may issue...

		146 The Directors shall cause proper books of account to be kept and such other books and registers as are necessary to comply with the provisions of the Ordinance.

		147 The Directors shall from time to time, in accordance with the provisions of the Statutes, cause to be prepared and to be laid before the Company in general meeting such Profit and Loss Accounts, Balance Sheets, Group Accounts (if any) and Reports ...

		148 A copy of every Balance Sheet (including every document required by law to be annexed thereto) which is to be laid before the Company in general meeting, together  with a copy of the Directors' Report  and a copy of the Auditors' Report, shall not...

		149 Auditors shall be appointed and their duties regulated in the manner provided by the Ordinance.

		150 Any notice or other document to be given or issued to the members may be served by the Company upon any member either personally, by sending it by mail, postage prepaid, addressed to such member at his or her registered address, and, in any case w...

		151 Each member shall, from time to time, notify in writing to the Company some place which shall be deemed his or her registered address within the meaning of the last preceding Article.

		152 Any notice:

		(a) sent by mail:

		(i) to an address in Hong Kong shall be deemed to have been served on the second business day following the day  on which the notice is mailed; and

		(ii) in any other case on the fifth day after the day of mailing; and



		(b) if sent by electronic communication, shall be deemed to be given on the day on which it is transmitted from the server of the Company or its agent or any longer period as specified in the Ordinance from time to time,



		153 Any person who, by operation of law, transfer or other means whatsoever, shall become entitled to any share shall be bound by every notice in respect of such share which, previously to his or her name and address being entered in the Register, sha...

		154 Any notice or document delivered, sent by mail to, left at the registered address of, or sent by electronic communication to any member, in pursuance of these Articles, shall, notwithstanding such member be then deceased or bankrupt, and whether o...

		155 Any summons, notice, order or other document required to be sent to or served upon the Company, or upon any officer of the Company, may be sent or served by leaving the same or sending it through the post in a prepaid letter, envelope or wrapper, ...

		156 The signature to any notice to be given by the Company may be written or printed.

		157 Subject to any special provisions contained in these Articles or in the Statutes, all notices required to be given by advertisement shall be advertised in at least one daily Chinese and one daily English newspaper circulating in Hong Kong.

		158 In reckoning the period for any notice given under these Articles, the day on which notice is served, or deemed to be served, and the day for which such notice is given shall be excluded.

		WINDING UP

		159 If the Company shall be wound up, the surplus assets remaining after payment to all creditors shall be divided among the members in proportion to the shares held by them respectively.  The distribution of any amount under this Article to the holde...

		160 If the Company shall be wound up, the liquidator (whether voluntary or official) may, with the sanction of a special resolution, divide among the members in specie or kind the whole or any part of the assets of the Company or vest any part of the ...

		161 In the event of a winding-up of the Company, every member of the Company who is not for the time being in Hong Kong shall be bound, within fourteen days after the passing of an effective resolution to wind up the Company voluntarily, or within the...

		162 (a) Subject to Article 162(b), the Directors, Auditors, Secretary and other officers for the time being of the Company shall be indemnified out of the Company’s assets against any liability incurred by them or any of them as the holder of any such...

		(b) Article 162(a) shall not apply to:

		(i) any liability of a Director to pay:

		(1) a fine imposed in criminal proceedings; or

		(2) a sum payable by way of a penalty in respect of non-compliance with any requirement of a regulatory nature; or



		(ii) any liability incurred by a Director:-

		(1) in defending criminal proceedings in which the Director is convicted;

		(2) in defending civil proceedings brought by the Company, or an associated company, in which judgment is given against the Director;

		(3) in defending civil proceedings brought on behalf of the Company by a member of the Company or of an associated company of the Company in which judgment is given against the Director;

		(4) in defending civil proceedings brought on behalf of an associated company of the Company by a member of the associated company or by a member of an associated company of the associated company in which judgment is given against the Director; or

		(5) in connection with an application for relief under sections 903 or 904 of the Ordinance in which the Court refuses to grant the Director relief; or



		(iii) any liability incurred by an Auditor to the extent such liability is not permitted to be indemnified by the Company pursuant to the Ordinance.



		(c) A reference in Article 162(b)(ii) to a conviction, judgment or refusal of relief is a reference to the final decision in the proceedings.

		(d) For the purposes of Article 162(c), a conviction, judgment or refusal for relief:

		(i) if not appealed against, becomes final at the end of the period for bringing an appeal; or

		(ii) if appealed against, becomes final when the appeal, or any further appeal, is disposed of.



		(e) For the purposes of Article 162(d), an appeal is disposed of if:

		(i) it is determined, and the period for bringing any further appeal has ended; or

		(ii)  it is abandoned or otherwise ceases to have effect.








HSBC X»

The Directors

The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

19 December 2014

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED
PERPETUAL CAPITAL LOAN

This loan agreement sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP™).

The terms of the Loan will be:

Amount
and Purpose

Drawdown Date

Availability Period

Interest Rate

Accrual and

Payment of Interest :

Repayment

HSBC Holdings plc

USD 1,000,000,000 (United States Dollars One Billion) perpetual capital
term loan to be used for the purpose of constituting Additional Tier 1
capital of HBAP.

The whole amount of the Loan will be drawn down in one utilisation on a
Business Day during the Availability Period.

The Loan will be available for drawing from the date of this loan
agreement to 22 December 2014,

USD LIBOR (as defined below) for each Interest Period (as defined
below), calculated in accordance with the interest rate fixing mechanism
described below, plus a margin of 384 bps.

The Loan will bear interest on its outstanding principal amount, payable
in arrears on each Interest Payment Date (subject to the terms set out
below).

This loan is perpetual and has no fixed maturity or fixed repayment date.
HBAP has the option to repay the Loan, all or part only (together with
accrued interest thereon), on any Interest Payment Date falling on or after
22 December 2019, but subject in all cases to the prior consent of
the ”"Monetary Authority” as appointed under section 5A of the Exchange

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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Fund Ordinance (Cap. 66) of Hong Kong or any successor thereto or such
other authority having primary bank supervisory authority with respect of
HBAP (the “Monetary Authority™).

Status ()

(i)

(iii)

HSBC Holdings plc
8 Canada Square, London E14 5HQ

Claims against HBAP in respect of the Loan shall be subordinated
to the claims of all Senior Creditors of HBAP; and

HBAP's obligations to make any repayment of principal, payment
of interest or any other amounts in respect of the Loan are
conditional upon its being able to make such repayment or
payment and HBAP remaining Solvent immediately thereafter.

For these purposes:

"Senior Creditors" means any depositors, general creditors of
HBAP and any subordinated creditors of HBAP (including any
holders of Tier 2 Instruments) other than those whose claims are
expressed to rank pari passu or junior to the claims of HGHQ
under the Loan; and "Tier 2 Instruments” means any instruments
issued by HBAP or subordinated loans entered into by HBAP as
borrower which constitute Tier 2 capital under the capital
requirement rules from time to time as applied by the Monetary
Authority; and “capital requirement rules” means the capital
requirement rules from time to time applicable to the regulatory
capital of “authorized institutions” (as defined in the Banking
Ordinance (Cap. 155) of Hong Kong) incorporated in Hong Kong
as published by the Monetary Authority.

"Solvent" means in relation to HBAP that:
(A) it is able to pay its debts as they fall due; and

(B) its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Senior Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of
principal and interest in respect of the Loan), and for this
purpose, "Assets" means HBAP's unconsolidated gross
assets (including contingencies) and “Liabilities” means
HBAP's unconsolidated gross liabilities (including
contingencies), all as shown in the latest published
balance sheet having the benefit of an unqualified
auditors' report, but with such adjustments as the auditors
shall determine.

Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.

Incorporated in England with limited liability.
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Security

Set-Off

Non-Viability

HSBC Holdings plc

No security is required to be provided by HBAP in respect of any of its
assets or undertakings in connection with its liability under the Loan.

HGHQ hereby waives, to the fullest extent permitted by applicable law,
any right to set-off any amount of interest, principal or any other amounts
due under this loan agreement against any amounts owed to HBAP by
HGHQ and waives, to the fullest extent permitted by applicable law, any
right to counterclaim for any amount of interest, principal or any other
amounts due under this loan agreement in any action by HBAP against
HGHQ in respect of any amount owed to HBAP by HGHQ. In the event
that HGHQ recovers any amount in respect of principal, interest or any
other amounts due on the Loan (the *“original debt”) by virtue of the
application of any relevant rules of mandatory set-off applicable under
Hong Kong Special Administrative Region (“Hong Kong”) law in
circumstances where the claims of any Senior Creditors remain
outstanding, HGHQ shall pay an amount equal to whichever is the lesser
of the amount so recovered and the aggregate amount of the claims of
Senior Creditors then remaining outstanding to the liquidator of HBAP
upon trust for such Senior Creditors. HGHQ may rely upon a certificate of
the liquidator for the purpose of determining whether or not any claims of
Senior Creditors remain outstanding and if so their amount or aggregate
amount. HGHQ shall not be obliged to concern itself with the distribution
by the liquidator of any payment so made to the liquidator. To the extent
of any payment so made, the original debt shall be treated as if it had not
been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall irrevocably
(without the need for the consent of HGHQ) reduce, upon the provision of
a Non-Viability Event Notice, the then prevailing principal amount and
any accrued but unpaid interest of the Loan to nil (such reduction being
referred to herein as the “Write-off”, and “Written-off” shall be
construed accordingly).

Once the principal amount of, and any accrued but unpaid interest under,
the Loan has been Written-off, it will not be restored in any circumstances,
including where the relevant Non-Viability Event ceases to continue.
Following any Write-off, HGHQ will have no right to any repayment or
payment of any amount of principal or (as the case may be) interest under
the Loan which has been so Written-off and HBAP shall have no
obligation to pay or repay any such amount of principal or (as the case
may be) interest.

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782
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Default

HSBC Holdings plc

In this section:
“Non-Viability Event” means the earlier of:

(a) the Monetary Authority notifying HBAP in writing that the Monetary
Authority is of the opinion that a Write-off is necessary, without
which HBAP would become non-viable; and

(b) the Monetary Authority notifying HBAP in writing that a decision has
been made by the government body, a government officer or other
relevant regulatory body with the authority to make such a decision,
that a public sector injection of capital or equivalent support is
necessary, without which HBAP would have become non-viable;

“Non-Viability Event Notice” means the notice referred to in this
document, which shall be given by HBAP not more than two (2) Business
Days after the occurrence of a Non-Viability Event to HGHQ which shall
state with reasonable detail the nature of the relevant Non-Viability Event
and the Write-off; and

The only events that shall constitute an “event of default” applicable to
the Loan shall be the occurrence of (i) a Winding-up Event or (ii) a Non-
payment Event (but shall, for the avoidance of doubt, exclude a Non-
Viability Event).

“Winding-up Event” will result if (i) a court of competent jurisdiction in
Hong Kong makes an order for HBAP’s winding-up which is not
successfully appealed within 30 calendar days of the making of such order,
or (ii) HBAP’s ordinary shareholders adopt an effective resolution for its
winding-up (other than, in the case of either (i) or (ii) above, under or in
connection with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

“Non-payment Event” will result if HBAP fails to pay any amount that
has become due and payable under this loan agreement unless payment is
made within 14 calendar days of its due date. For the avoidance of doubt,
no interest will be due and payable if such interest has been cancelled or
deemed to be cancelled (in each case, in whole or in part) in accordance
with the terms of this loan agreement (and no Non-payment Event will
occur or be deemed to have occurred as a result of such cancellation or
deemed cancellation (in each case, in whole or in part)).

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782
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Interest Payment
Dates

Discretionary
Interest Payments

Restriction on
Interest Payments

HSBC Holdings plc

On the occurrence of a Winding-Up Event (otherwise than in connection
with a solvent reconstruction or amalgamation) or a Non-payment Event,
HGHQ may declare the principal of the Loan due and repayable
immediately (and such principal shall thereby become so due and
repayable) together with accrued interest.

On the occurrence of a Winding-up Event, HGHQ's sole remedy shall be
to prove in the winding-up of HBAP and/or claim in the liquidation of
HBAP for payment of the principal amount of the Loan and any other
amounts due under this loan agreement. On the occurrence of a Non-
payment Event, HGHQ's sole remedy shall be to petition for the winding-
up of HBAP, and to prove in the winding-up of HBAP and/or claim in the
liquidation of HBAP, in Hong Kong and HGHQ waives all other remedies,
including without limitation, any right to institute any other proceedings,
in respect of any interest or principal or any other amounts due under this
loan agreement or in respect of any breach by HBAP of any obligation,
condition or provision of this loan agreement.

22 December in each year, commencing on 22 December 2015; provided,
however, that, if any Interest Payment Date would otherwise fall on a date
which is not a Business Day (as defined below), it will be postponed to
the next Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding Business
Day.

HBAP may elect at its full discretion at all times and for any reason to
cancel (in whole or in part) the interest otherwise scheduled to be paid on
an Interest Payment Date, specified Interest Payment Dates or for an
unlimited period.

If the payment of interest scheduled on an Interest Payment Date is so
cancelled, HBAP shall not have any obligation to make such interest
payment on such Interest Payment Date and the failure to pay such
amount of interest or part thereof shall not constitute an event of default of
HBAP for any purpose. Any such interest will not accumulate or be
payable at any time thereafter (or be due) and HGHQ shall have no right
thereto whether in a winding up of HBAP or otherwise.

Except to the extent permitted in the following paragraph in respect of
partial interest payments, HBAP shall not be required to make (and shall

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782
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HSBC Holdings plc

not make) an interest payment on any Interest Payment Date (and such
interest payment will therefore be deemed to have been cancelled and thus
will not be due and payable on such Interest Payment Date) if HBAP does
not have sufficient Distributable Items on such Interest Payment Date or
the Monetary Authority directs HBAP to cancel such interest payment (in
whole or in part) or applicable Hong Kong banking regulations or other
requirements of the Monetary Authority prevent the payment in full of
such interest payment when due.

HBAP may, in its sole discretion, elect to make a partial interest payment
on the Loan on any Interest Payment Date, only to the extent that such
partial interest payment may be made from any Distributable Items on
such Interest Payment Date. For the avoidance of doubt, the portion of
interest not paid on the relevant Interest Payment Date will be deemed to
have been cancelled and thus will not be due and payable on such Interest
Payment Date.

“Distributable lItems” means the amounts for the time being available to
HBAP for distribution as a distribution in compliance with section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, as amended or
modified from time to time, as at the date of HBAP’s audited balance
sheet last preceding the relevant Interest Payment Date, and subject to the
Monetary Authority’s then current capital conservation requirements as
applicable to HBAP on the relevant Interest Payment Date (the
“Available Amount”); provided that if HBAP reasonably determines that
the Available Amount as at any Interest Payment Date is lower than the
Available Amount as at the date of HBAP’s audited balance sheet last
preceding the relevant Interest Payment Date and is insufficient to pay the
interest payment on the relevant Interest Payment Date, then on
certification by two Directors and the auditors of such revised amount, the
Distributable Items shall for the purposes of such interest payment mean
the Available Amount as set forth in such certificate .

As at the date hereof, pursuant to section 297(1) of the Companies
Ordinance (Cap. 622) of Hong Kong, HBAP may only make a distribution
out of profits available for distribution. For the purposes of section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, HBAP’s profits
available for distribution are its accumulated realized profits, so far as not
previously utilized by distribution or capitalization, less its accumulated
realized losses, so far as not previously written off in a reduction or
reorganization of capital.
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Interest Period

USD LIBOR

Accrual and
Calculation of
Interest

London Banking

Day

Business Day

Alteration

Tax Gross-up

HSBC Holdings plc

Each period beginning on (and including) the Drawdown Date or any
Interest Payment Date and ending on (but excluding) the next Interest
Payment Date is herein called an "Interest Period".

Means, in relation to any Interest Period, the rate for 12-month deposits in
United States Dollars which appears on the display page designated
LIBORO1 on Reuters (or such other page as may replace that page on that
service, or such other service as may be nominated as the information
vendor, for the purpose of displaying comparable rates) as of 11.00 a.m.
(London time) on the second London Banking Day (as defined below)
before the first day of the relevant Interest Period; provided, however, that
if such rate does not appear, then USD LIBOR for the relevant Interest
Period shall be determined on such other basis as HBAP and HGHQ shall
agree.

Interest on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general business
(including dealings in foreign exchange and foreign currency deposits) in
London.

Means a day on which commercial banks and foreign exchange markets
settle payments and are open for general business (including dealings in
foreign exchange and foreign currency deposits) in London, New York
City, and Hong Kong.

The terms of the Loan may be altered at any time by mutual agreement
between HGHQ and HBAP, but subject to the prior consent of the
Monetary Authority to any changes to the provisions relating to
repayment (including date of repayment) and other material changes.

All payments to be made by HBAP will be free and clear of all present
and future taxes, unless required by law. If any deduction is required,
HBAP will pay an additional amount necessary to ensure that HGHQ
receives an amount that would otherwise have been received had no such
deduction been required.
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This loan agreement will be governed by the laws of Hong Kong. The courts of Hong Kong shall
have exclusive jurisdiction to settle any dispute arising out of or in connection with this loan
agreement.

This loan agreement may be executed and delivered in any number of counterparts, each of which
is an original and which, together, have the same effect as if each party had signed the same
document.

If you agree to the terms set out in this loan agreement, please sign and return the enclosed copy of
this loan agreement on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc

MEMORANDUM OF ACCEPTANCE
To: HSBC Holdings plc

We hereby agree to the terms of the subordinated loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date:

HSBC Holdings plc
8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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The Directors

The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

25 November 2015

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED
SUBORDINATED LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Asia Holdings BV
(*HAHB?") to The Hongkong and Shanghai Banking Corporation Limited (“HBAP").

The terms of the Loan will be:

Amount
and Purpose

Drawdown Date

Interest Rate

Accrual and

Payment of Interest :

Repayment

HSBC AsiaHoldingsB.V.

USD 180,000,000 (United States Dollars One Hundred and Eighty Million)
subordinated 1oan to be used for the purpose of constituting Tier 2 capital of
HBAP.

The whole amount of the Loan will be drawn down in one utilisation on 25
November 2015.

USD LIBOR (as defined below) for each Interest Period (as defined below),
calculated in accordance with the interest rate fixing mechanism described
below, plus a margin of 254bps.

The Loan will bear interest on its outstanding principal amount, payable in
arrears on each Interest Payment Date (subject to the terms set out below).

HBAP shall repay the Loan in one amount on the Interest Payment Date
falling in November 2025 (the “Maturity Date’) (subject always to the
provisions of the Status clauses below).

HBAP has the option to repay the Loan, all or part only (together with
accrued interest thereon), on any Interest Payment Date falling on or after
November 2020, but subject in all cases to the prior consent of the ”Monetary
Authority” as appointed under section 5A of the Exchange Fund Ordinance
(Cap. 66) of Hong Kong or any successor thereto or such other authority

8 Canada Square, London E14 5HQ, United Kingdom

Tel: 020 7991 8888

Registered in England and Wales under no. FC0131611

A limited company incorporated in The Netherlands
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Status

Security

Set-Off

HSBC AsiaHoldingsB.V.

having primary bank supervisory authority with respect of HBAP (the
“Monetary Authority”).

Q) Claims against HBAP in respect of the Loan shall be subordinated
to the claims of all Senior Creditors of HBAP; and

(i) HBAP's obligations to make any repayment of principal, payment of
interest or any other amounts in respect of the Loan are conditional
upon its being able to make such repayment or payment and HBAP
remaining Solvent immediately thereafter.

(iii) For these purposes:

"Senior Creditors' means any depositors and general creditors of
HBAP other than those whose claims are expressed to rank pari
passu or junior to the claims of HAHB under the Loan; and

"Solvent" meansin relation to HBAP that:
(A) itisableto pay its debts as they fall due; and

(B) its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Senior Creditors and excluding aso
(for the avoidance of doubt) its liabilities in respect of
principal and interest in respect of the Loan), and for this
purpose, "Assets' means HBAP's unconsolidated gross
assets (including contingencies) and “Liabilities’ means
HBAPs unconsolidated gross liabilities (including
contingencies), al as shown in the latest published balance
sheet having the benefit of an unqualified auditors report,
but with such adjustments as the auditors shall determine.

No security is required to be provided by HBAP in respect of any of its assets
or undertakings in connection with its liability under this Loan.

HAHB hereby waives, to the fullest extent permitted by applicable law, any
right to set-off any amount of interest, principal or any other amounts due
under this loan agreement against any amounts owed to HBAP by HAHB and
waives, to the fullest extent permitted by applicable law, any right to
counterclaim for any amount of interest, principal or any other amounts due
under this loan agreement in any action by HBAP against HAHB in respect
of any amount owed to HBAP by HAHB. In the event that HAHB recovers
any amount in respect of principal, interest or any other amounts due on the

8 Canada Square, London E14 5HQ, United Kingdom

Tel: 020 7991 8888

Registered in England and Wales under no. FC0131611

A limited company incorporated in The Netherlands
Registered with the Chamber of Commerce in Amsterdam under number 33296181





HSBC <)

Non-Viability

HSBC AsiaHoldingsB.V.

Loan (the “original debt”) by virtue of the application of any relevant rules
of mandatory set-off applicable under Hong Kong Special Administrative
Region (“Hong Kong") law in circumstances where the claims of any Senior
Creditors remain outstanding, HAHB shall pay an amount equal to whichever
is the lesser of the amount so recovered and the aggregate amount of the
claims of Senior Creditors then remaining outstanding to the liquidator of
HBAP upon trust for such Senior Creditors. HAHB may rely upon a
certificate of the liquidator for the purpose of determining whether or not any
claims of Senior Creditors remain outstanding and if so their amount or
aggregate amount. HAHB shall not be obliged to concern itself with the
distribution by the liquidator of any payment so made to the liquidator. To
the extent of any payment so made, the original debt shall be treated as if it
had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall irrevocably
(without the need for the consent of HAHB) reduce, upon the provision of a
Non-Viability Event Notice, the then prevailing principal amount and any
accrued but unpaid interest of the Loan to nil (such reduction being referred
to herein as the “Write-off”, and “Written-off” shall be construed
accordingly).

Once the principal amount of, and any accrued but unpaid interest under, the
Loan has been Written-off, it will not be restored in any circumstances,
including where the relevant Non-Viability Event ceases to continue.
Following any Write-off, HAHB will have no right to any repayment or
payment of any amount of principal or (as the case may be) interest under the
Loan which has been so Written-off and HBAP shall have no obligation to
pay or repay any such amount of principal or (asthe case may be) interest.

In this section:
“Non-Viability Event” means the earlier of:

(8) the Monetary Authority notifying HBAP in writing that the Monetary
Authority is of the opinion that a Write-off is necessary, without which
HBAP would become non-viable; and

(b) the Monetary Authority notifying HBAP in writing that a decision has
been made by the government body, a government officer or other
relevant regulatory body with the authority to make such a decision, that
a public sector injection of capital or equivaent support is necessary,
without which HBAP would have become non-viable;
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Default

Interest Payment
Dates

HSBC AsiaHoldingsB.V.

“Non-Viability Event Notice” means the notice referred to in this document,
which shall be given by HBAP not more than two (2) Business Days after the
occurrence of a Non-Viability Event to HAHB which shal state with
reasonable detail the nature of the relevant Non-Viability Event and the
Write-off.

The only events that shall constitute an “event of default” applicable to the
Loan shall be the occurrence of (i) a Winding-up Event or (ii) a Non-payment
Event (but shall, for the avoidance of doubt, exclude a Non-Viability Event).

“Winding-up Event” will result if (i) a court of competent jurisdiction in
Hong Kong makes an order for HBAP's winding-up which is not
successfully appealed within 30 calendar days of the making of such order, or
(i) HBAP's ordinary shareholders adopt an effective resolution for its
winding-up (other than, in the case of either (i) or (ii) above, under or in
connection with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

“Non-payment Event” will result if HBAP fails to pay any amount that has
become due and payable under this loan agreement unless payment is made
within 14 calendar days of its due date.

On the occurrence of a Winding-Up Event (otherwise than in connection with
a solvent reconstruction or amalgamation) or a Non-payment Event, HAHB
may declare the principal of the Loan due and repayable immediately (and
such principal shall thereby become so due and repayable) together with
accrued interest.

On the occurrence of a Winding-up Event, HAHB's sole remedy shall be to
prove in the winding-up of HBAP and/or claim in the liquidation of HBAP
for payment of the principal amount of the Loan and any other amounts due
under this loan agreement. On the occurrence of a Non-payment Event,
HAHB's sole remedy shall be to petition for the winding-up of HBAP, and to
prove in the winding-up of HBAP and/or claim in the liquidation of HBAP,
in Hong Kong and HAHB waives all other remedies, including without
limitation, any right to ingtitute any other proceedings, in respect of any
interest or principal or any other amounts due under this loan agreement or in
respect of any breach by HBAP of any obligation, condition or provision of
this loan agreement.

25 February, 25 May, 25 August and 25 November in each vyear,
commencing on 25 November 2015; provided, however, that, if any Interest
Payment Date would otherwise fall on a date which is not a Business Day (as
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Interest Period

USD LIBOR

Accrual and
Calculation of
Interest

London Banking

Day

Business Day

Alteration

Tax Gross-up

HSBC AsiaHoldingsB.V.

defined below), it will be postponed to the next Business Day unless it would
thereby fall into the next calendar month, in which case it will be brought
forward to the preceding Business Day.

Each period beginning on (and including) the Drawdown Date or any Interest
Payment Date and ending on (but excluding) the next Interest Payment Date
isherein called an "Interest Period".

Means, in relation to any Interest Period, the rate for 3-month deposits in
United States Dollars which appears on the display page designated
LIBORO1 on Reuters (or such other page as may replace that page on that
service, or such other service as may be nominated as the information vendor,
for the purpose of displaying comparable rates) as of 11.00 am. (London
time) on the second London Banking Day (as defined below) before the first
day of the relevant Interest Period; provided, however, that if such rate does
not appear, then USD LIBOR for the relevant Interest Period shall be
determined on such other basis as HBAP and HAHB shall agree.

Interest on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general business
(including dealings in foreign exchange and foreign currency deposits) in
London.

Means a day on which commercial banks and foreign exchange markets settle
payments and are open for general business (including dealings in foreign
exchange and foreign currency deposits) in London, New York City, and
Hong Kong.

The terms of the Loan may be atered at any time by mutual agreement
between HAHB and HBAP, but subject to the prior consent of the Monetary
Authority to any changes to the provisions relating to repayment (including
date of repayment) and other material changes.

All payments to be made by HBAP will be free and clear of al present and
future taxes, unless required by law. If any deduction is required, HBAP will
pay an additional amount necessary to ensure that HAHB receives an amount
that would otherwise have been received had no such deduction been
required.

8 Canada Square, London E14 5HQ, United Kingdom
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Thisloan agreement will be governed by the laws of Hong Kong. The courts of Hong Kong shall have
exclusive jurisdiction to settle any dispute arising out of or in connection with this loan agreement.

This loan agreement may be executed and delivered in any number of counterparts, each of which is
an original and which, together, have the same effect asif each party had signed the same document.

If you agree to the terms set out in this loan agreement, please sign and return the enclosed copy of

this loan agreement on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC AsiaHoldings BV

MEMORANDUM OF ACCEPTANCE
To: HSBC AsiaHoldings BV

We hereby agree to the terms of the subordinated loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date:

HSBC AsiaHoldingsB.V.

8 Canada Square, London E14 5HQ, United Kingdom
Tel: 020 7991 8888

Registered in England and Wales under no. FC0131611

A limited company incorporated in The Netherlands
Registered with the Chamber of Commerce in Amsterdam under number 33296181
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The Directors

The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

19 December 2014

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED
PERPETUAL CAPITAL LOAN

This loan agreement sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP™).

The terms of the Loan will be:

Amount
and Purpose

Drawdown Date

Availability Period

Interest Rate

Accrual and

Payment of Interest :

Repayment

HSBC Holdings plc

USD 900,000,000 (United States Dollars Nine Hundred Million) perpetual
capital term loan to be used for the purpose of constituting Additional Tier
1 capital of HBAP.

The whole amount of the Loan will be drawn down in one utilisation on a
Business Day during the Availability Period.

The Loan will be available for drawing from the date of this loan
agreement to 22 December 2014,

USD LIBOR (as defined below) for each Interest Period (as defined
below), calculated in accordance with the interest rate fixing mechanism
described below, plus a margin of 384bps.

The Loan will bear interest on its outstanding principal amount, payable
in arrears on each Interest Payment Date (subject to the terms set out
below).

This loan is perpetual and has no fixed maturity or fixed repayment date.
HBAP has the option to repay the Loan, all or part only (together with
accrued interest thereon), on any Interest Payment Date falling on or after
22 December 2019, but subject in all cases to the prior consent of
the ”"Monetary Authority” as appointed under section 5A of the Exchange

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
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Fund Ordinance (Cap. 66) of Hong Kong or any successor thereto or such
other authority having primary bank supervisory authority with respect of
HBAP (the “Monetary Authority™).

Status ()

(i)

(iii)

HSBC Holdings plc
8 Canada Square, London E14 5HQ

Claims against HBAP in respect of the Loan shall be subordinated
to the claims of all Senior Creditors of HBAP; and

HBAP's obligations to make any repayment of principal, payment
of interest or any other amounts in respect of the Loan are
conditional upon its being able to make such repayment or
payment and HBAP remaining Solvent immediately thereafter.

For these purposes:

"Senior Creditors" means any depositors, general creditors of
HBAP and any subordinated creditors of HBAP (including any
holders of Tier 2 Instruments) other than those whose claims are
expressed to rank pari passu or junior to the claims of HGHQ
under the Loan; and "Tier 2 Instruments” means any instruments
issued by HBAP or subordinated loans entered into by HBAP as
borrower which constitute Tier 2 capital under the capital
requirement rules from time to time as applied by the Monetary
Authority; and “capital requirement rules” means the capital
requirement rules from time to time applicable to the regulatory
capital of “authorized institutions” (as defined in the Banking
Ordinance (Cap. 155) of Hong Kong) incorporated in Hong Kong
as published by the Monetary Authority.

"Solvent" means in relation to HBAP that:
(A) it is able to pay its debts as they fall due; and

(B) its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Senior Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of
principal and interest in respect of the Loan), and for this
purpose, "Assets" means HBAP's unconsolidated gross
assets (including contingencies) and “Liabilities” means
HBAP's unconsolidated gross liabilities (including
contingencies), all as shown in the latest published
balance sheet having the benefit of an unqualified
auditors' report, but with such adjustments as the auditors
shall determine.

Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.

Incorporated in England with limited liability.
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Security

Set-Off

Non-Viability

HSBC Holdings plc

No security is required to be provided by HBAP in respect of any of its
assets or undertakings in connection with its liability under the Loan.

HGHQ hereby waives, to the fullest extent permitted by applicable law,
any right to set-off any amount of interest, principal or any other amounts
due under this loan agreement against any amounts owed to HBAP by
HGHQ and waives, to the fullest extent permitted by applicable law, any
right to counterclaim for any amount of interest, principal or any other
amounts due under this loan agreement in any action by HBAP against
HGHQ in respect of any amount owed to HBAP by HGHQ. In the event
that HGHQ recovers any amount in respect of principal, interest or any
other amounts due on the Loan (the *“original debt”) by virtue of the
application of any relevant rules of mandatory set-off applicable under
Hong Kong Special Administrative Region (“Hong Kong”) law in
circumstances where the claims of any Senior Creditors remain
outstanding, HGHQ shall pay an amount equal to whichever is the lesser
of the amount so recovered and the aggregate amount of the claims of
Senior Creditors then remaining outstanding to the liquidator of HBAP
upon trust for such Senior Creditors. HGHQ may rely upon a certificate of
the liquidator for the purpose of determining whether or not any claims of
Senior Creditors remain outstanding and if so their amount or aggregate
amount. HGHQ shall not be obliged to concern itself with the distribution
by the liquidator of any payment so made to the liquidator. To the extent
of any payment so made, the original debt shall be treated as if it had not
been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall irrevocably
(without the need for the consent of HGHQ) reduce, upon the provision of
a Non-Viability Event Notice, the then prevailing principal amount and
any accrued but unpaid interest of the Loan to nil (such reduction being
referred to herein as the “Write-off”, and “Written-off” shall be
construed accordingly).

Once the principal amount of, and any accrued but unpaid interest under,
the Loan has been Written-off, it will not be restored in any circumstances,
including where the relevant Non-Viability Event ceases to continue.
Following any Write-off, HGHQ will have no right to any repayment or
payment of any amount of principal or (as the case may be) interest under
the Loan which has been so Written-off and HBAP shall have no
obligation to pay or repay any such amount of principal or (as the case
may be) interest.

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
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Default

HSBC Holdings plc

In this section:
“Non-Viability Event” means the earlier of:

(a) the Monetary Authority notifying HBAP in writing that the Monetary
Authority is of the opinion that a Write-off is necessary, without
which HBAP would become non-viable; and

(b) the Monetary Authority notifying HBAP in writing that a decision has
been made by the government body, a government officer or other
relevant regulatory body with the authority to make such a decision,
that a public sector injection of capital or equivalent support is
necessary, without which HBAP would have become non-viable;

“Non-Viability Event Notice” means the notice referred to in this
document, which shall be given by HBAP not more than two (2) Business
Days after the occurrence of a Non-Viability Event to HGHQ which shall
state with reasonable detail the nature of the relevant Non-Viability Event
and the Write-off; and

The only events that shall constitute an “event of default” applicable to
the Loan shall be the occurrence of (i) a Winding-up Event or (ii) a Non-
payment Event (but shall, for the avoidance of doubt, exclude a Non-
Viability Event).

“Winding-up Event” will result if (i) a court of competent jurisdiction in
Hong Kong makes an order for HBAP’s winding-up which is not
successfully appealed within 30 calendar days of the making of such order,
or (ii) HBAP’s ordinary shareholders adopt an effective resolution for its
winding-up (other than, in the case of either (i) or (ii) above, under or in
connection with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

“Non-payment Event” will result if HBAP fails to pay any amount that
has become due and payable under this loan agreement unless payment is
made within 14 calendar days of its due date. For the avoidance of doubt,
no interest will be due and payable if such interest has been cancelled or
deemed to be cancelled (in each case, in whole or in part) in accordance
with the terms of this loan agreement (and no Non-payment Event will
occur or be deemed to have occurred as a result of such cancellation or
deemed cancellation (in each case, in whole or in part)).

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782
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Dates
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Interest Payments

Restriction on
Interest Payments

HSBC Holdings plc

On the occurrence of a Winding-Up Event (otherwise than in connection
with a solvent reconstruction or amalgamation) or a Non-payment Event,
HGHQ may declare the principal of the Loan due and repayable
immediately (and such principal shall thereby become so due and
repayable) together with accrued interest.

On the occurrence of a Winding-up Event, HGHQ's sole remedy shall be
to prove in the winding-up of HBAP and/or claim in the liquidation of
HBAP for payment of the principal amount of the Loan and any other
amounts due under this loan agreement. On the occurrence of a Non-
payment Event, HGHQ's sole remedy shall be to petition for the winding-
up of HBAP, and to prove in the winding-up of HBAP and/or claim in the
liquidation of HBAP, in Hong Kong and HGHQ waives all other remedies,
including without limitation, any right to institute any other proceedings,
in respect of any interest or principal or any other amounts due under this
loan agreement or in respect of any breach by HBAP of any obligation,
condition or provision of this loan agreement.

22 December in each year, commencing on 22 December 2015; provided,
however, that, if any Interest Payment Date would otherwise fall on a date
which is not a Business Day (as defined below), it will be postponed to
the next Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding Business
Day.

HBAP may elect at its full discretion at all times and for any reason to
cancel (in whole or in part) the interest otherwise scheduled to be paid on
an Interest Payment Date, specified Interest Payment Dates or for an
unlimited period.

If the payment of interest scheduled on an Interest Payment Date is so
cancelled, HBAP shall not have any obligation to make such interest
payment on such Interest Payment Date and the failure to pay such
amount of interest or part thereof shall not constitute an event of default of
HBAP for any purpose. Any such interest will not accumulate or be
payable at any time thereafter (or be due) and HGHQ shall have no right
thereto whether in a winding up of HBAP or otherwise.

Except to the extent permitted in the following paragraph in respect of
partial interest payments, HBAP shall not be required to make (and shall

8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782
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HSBC Holdings plc

not make) an interest payment on any Interest Payment Date (and such
interest payment will therefore be deemed to have been cancelled and thus
will not be due and payable on such Interest Payment Date) if HBAP does
not have sufficient Distributable Items on such Interest Payment Date or
the Monetary Authority directs HBAP to cancel such interest payment (in
whole or in part) or applicable Hong Kong banking regulations or other
requirements of the Monetary Authority prevent the payment in full of
such interest payment when due.

HBAP may, in its sole discretion, elect to make a partial interest payment
on the Loan on any Interest Payment Date, only to the extent that such
partial interest payment may be made from any Distributable Items on
such Interest Payment Date. For the avoidance of doubt, the portion of
interest not paid on the relevant Interest Payment Date will be deemed to
have been cancelled and thus will not be due and payable on such Interest
Payment Date.

“Distributable lItems” means the amounts for the time being available to
HBAP for distribution as a distribution in compliance with section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, as amended or
modified from time to time, as at the date of HBAP’s audited balance
sheet last preceding the relevant Interest Payment Date, and subject to the
Monetary Authority’s then current capital conservation requirements as
applicable to HBAP on the relevant Interest Payment Date (the
“Available Amount”); provided that if HBAP reasonably determines that
the Available Amount as at any Interest Payment Date is lower than the
Available Amount as at the date of HBAP’s audited balance sheet last
preceding the relevant Interest Payment Date and is insufficient to pay the
interest payment on the relevant Interest Payment Date, then on
certification by two Directors and the auditors of such revised amount, the
Distributable Items shall for the purposes of such interest payment mean
the Available Amount as set forth in such certificate .

As at the date hereof, pursuant to section 297(1) of the Companies
Ordinance (Cap. 622) of Hong Kong, HBAP may only make a distribution
out of profits available for distribution. For the purposes of section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, HBAP’s profits
available for distribution are its accumulated realized profits, so far as not
previously utilized by distribution or capitalization, less its accumulated
realized losses, so far as not previously written off in a reduction or
reorganization of capital.

8 Canada Square, London E14 5HQ
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HSBC Holdings plc

Each period beginning on (and including) the Drawdown Date or any
Interest Payment Date and ending on (but excluding) the next Interest
Payment Date is herein called an "Interest Period".

Means, in relation to any Interest Period, the rate for 12-month deposits in
United States Dollars which appears on the display page designated
LIBORO1 on Reuters (or such other page as may replace that page on that
service, or such other service as may be nominated as the information
vendor, for the purpose of displaying comparable rates) as of 11.00 a.m.
(London time) on the second London Banking Day (as defined below)
before the first day of the relevant Interest Period; provided, however, that
if such rate does not appear, then USD LIBOR for the relevant Interest
Period shall be determined on such other basis as HBAP and HGHQ shall
agree.

Interest on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general business
(including dealings in foreign exchange and foreign currency deposits) in
London.

Means a day on which commercial banks and foreign exchange markets
settle payments and are open for general business (including dealings in
foreign exchange and foreign currency deposits) in London, New York
City, and Hong Kong.

The terms of the Loan may be altered at any time by mutual agreement
between HGHQ and HBAP, but subject to the prior consent of the
Monetary Authority to any changes to the provisions relating to
repayment (including date of repayment) and other material changes.

All payments to be made by HBAP will be free and clear of all present
and future taxes, unless required by law. If any deduction is required,
HBAP will pay an additional amount necessary to ensure that HGHQ
receives an amount that would otherwise have been received had no such
deduction been required.

8 Canada Square, London E14 5HQ
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This loan agreement will be governed by the laws of Hong Kong. The courts of Hong Kong shall
have exclusive jurisdiction to settle any dispute arising out of or in connection with this loan
agreement.

This loan agreement may be executed and delivered in any number of counterparts, each of which
is an original and which, together, have the same effect as if each party had signed the same
document.

If you agree to the terms set out in this loan agreement, please sign and return the enclosed copy of
this loan agreement on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc

MEMORANDUM OF ACCEPTANCE

To: HSBC Holdings plc

We hereby agree to the terms of the subordinated loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date:

HSBC Holdings plc
8 Canada Square, London E14 5HQ
Tel: 020-7991 8888 Fax: 020-7991 4782

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

16 November 2018

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED

PERPETUAL LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP”).

The terms of the Loan will be:

Amount and
Purpose

Drawdown Date

Accrual and
Payment of Interest

Repayment

Early Repayment

: USD 900,000,000 (nine hundred million United States dollars)

perpetual loan. The Loan is intended to constitute Additional Tier
1 capital for HBAP under Schedule 4B to the Banking (Capital)
Rules (Cap. 155L).

: The whole amount of the Loan will be drawn down in one

utilisation on 20 November 2018.

: The Loan will bear interest on its outstanding principal amount,

payable quarterly in arrears on each Interest Payment Date (subject
to the terms set out below). The rate of interest applicable to the
Loan for each Interest Period and for any period shorter than a
complete Interest Period shall be calculated as:

(a) USD LIBOR; plus
(b) 351 basis points (the “Margin”),

with the resultant figure being applied to the outstanding principal
amount of the Loan and the product thereof being multiplied by the
Day Count Fraction (as defined below).

All payments of principal and interest pursuant to the Loan shall
be (i) rounded to the nearest cent (half a cent being rounded
upwards), and (ii) made to such bank account as may be agreed
between HBAP and HGHQ from time to time.

. The Loan is perpetual and has no fixed maturity or fixed repayment

date.

. Subject to “Supervisory Consent” below, HBAP may, at its option,

on giving not less than 10 Business Days’ notice in writing to
HGHQ (the “Early Repayment Notice”), repay the outstanding
principal amount of the Loan, in whole or in part, together with any
accrued but unpaid interest thereon, on any date falling on or after
20 November 2023. For the avoidance of doubt, following any





Early Repayment
for Taxation
Reasons

Early Repayment
following Capital
Disqualification
Event

partial repayment(s), the principal amount of the Loan will be
reduced by the amount(s) so repaid and the use of “principal” and
“principal amount” in this Loan shall be interpreted accordingly.

The Early Repayment Notice shall specify the due date for
repayment.

. Subject to “Supervisory Consent” below, if a Taxation Event

occurs, HBAP may, at its option, on giving at least 10 Business
Days’ notice in writing to HGHQ (such notice being a “Taxation
Event Prepayment Notice”), repay the Loan in whole but not in
part, together with any accrued but unpaid interest thereon, on the
date fixed for repayment in the Taxation Event Prepayment Notice,
provided that no such Taxation Event Prepayment Notice shall be
given earlier than 90 days prior to the earliest date on which HBAP
would be obliged to pay such additional amounts or (if applicable)
is unable to make a deduction, were a payment in respect of the
Loan then due.

For the purposes of the Loan:

A “Taxation Event” shall be deemed to occur if (as a result a Tax
Law Change):

(i) on a subsequent date for the payment of interest on the Loan,
HBAP would be required to pay any additional amounts in
accordance with the provisions of “Taxation” below;

(it) if HBAP were to seek to repay the Loan (for which purpose no
regard shall be had as to whether or not HBAP would otherwise
be entitled to redeem the Loan), HBAP would be required to
pay any additional amounts in accordance with the provisions
of “Taxation” below; or

(iii)on a subsequent date for the payment of interest on the Loan,
the deductibility of interest payments (or funding costs of
HBAP as recognised in its accounts) under or with respect to
the Loan is adversely impacted for Hong Kong profits tax
purposes; and

A “Tax Law Change” means a change in, or amendment to, the
laws or regulations of Hong Kong or any political subdivision or
any authority thereof or therein having power to tax, or any change
in the application or official interpretation of such laws or
regulations, which change or amendment becomes effective on or
after the Drawdown Date.

: Subject to “Supervisory Consent” below, if a Capital

Disqualification Event occurs, HBAP may, at its option, within 90
days of the occurrence of the relevant Capital Disqualification
Event, on giving at least 10 Business Days’ notice in writing to





Supervisory
Consent

HGHQ (such notice being a “Capital Disqualification Event
Prepayment Notice”), repay the Loan in whole but not in part,
together with any accrued but unpaid interest thereon, on the date
fixed for repayment in the Capital Disqualification Event
Prepayment Notice.

For the purposes of the Loan:

“Additional Tier 1 capital instrument” has the meaning given to
it by the Banking (Capital) Rules from time to time.

“Banking (Capital) Rules” means the capital requirement rules
from time to time applicable to the regulatory capital of
“authorized institutions” (as defined in the Banking Ordinance
(Cap. 155) of Hong Kong) incorporated in Hong Kong as
published by the Monetary Authority.

A “Capital Disqualification Event” shall be deemed to have
occurred if HBAP determines, at any time after the Drawdown
Date, that there is a change in the regulatory treatments of the Loan
that results in or will result in:

(a) its exclusion in whole or in part from the regulatory capital of
the Group;

(b) its reclassification in whole or in part as a form of regulatory
capital of the Group that is lower than Tier 1 capital (if any);
or

(c) its ceasing to be eligible as an Additional Tier 1 capital
instrument.

“Group” means HBAP and its consolidated subsidiaries.

“Tier 1 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

: HBAP may only exercise its right to repay the Loan pursuant to

“Early Repayment”, “Early Repayment for Taxation Reasons” and
“Early Repayment following Capital Disqualification Event”
above if:

(i) it has obtained prior permission from the *“Monetary
Authority” as appointed under section 5A of the Exchange
Fund Ordinance (Cap. 66) of Hong Kong thereto (the
“Monetary Authority”) for the repayment of the Loan, if and
to the extent such permission is required by the Banking
(Capital) Rules at such time; and

(i) HBAP has complied with any other requirements contained in
the Banking (Capital) Rules then in force which relate to the
repayment of the Loan.





Status

Security

Set-Off

In the case of a winding-up, claims against HBAP in respect of the
Loan shall be subordinated to the claims of all Relevant Creditors.
Accordingly, in the case of a winding-up, claims in respect of the
Loan will only be satisfied after the claims of Relevant Creditors.

Except in the case of a winding-up, HBAP's obligations to repay
principal or pay interest or any other amounts in respect of the
Loan are conditional upon its being able to make such repayment
or payment and HBAP remaining Solvent immediately thereafter.

For the purposes of the Loan:

“Assets” means HBAP's unconsolidated gross assets, as shown in
the latest published balance sheet having the benefit of an
unqualified auditors' report.

“Liabilities” means HBAP's unconsolidated gross liabilities, as
shown in the latest published balance sheet having the benefit of
an unqualified auditors' report.

“Relevant Creditors” means any depositors, general creditors of
HBAP and any subordinated creditors of HBAP (including any
holders of Tier 2 capital instruments) other than those whose
claims are expressed to rank pari passu or junior to the claims of
HGHQ under the Loan.

“Solvent” means, in relation to HBAP, that:
(A)it is able to pay its debts as they fall due; and

(B)its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Relevant Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of principal
and interest in respect of the Loan).

“Tier 2 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

“Tier 2 capital instruments” means any instruments issued by
HBAP or subordinated loans entered into by HBAP as borrower
which constitute Tier 2 capital under the Banking (Capital) Rules.

No security is required to be provided by HBAP in respect of any
of its assets or undertakings in connection with its liability under
the Loan.

HGHQ hereby waives, to the fullest extent permitted by applicable
law, any right to set-off any amount of interest, principal or any
other amounts due under the Loan against any amounts owed to
HBAP by HGHQ and waives, to the fullest extent permitted by
applicable law, any right to counterclaim for any amount of
interest, principal or any other amounts due under the Loan in any
action by HBAP against HGHQ in respect of any amount owed to





Non-Viability

HBAP by HGHQ. If HGHQ recovers any amount in respect of
principal, interest or any other amounts due on the Loan (the
“original debt”) by virtue of the application of any relevant rules
of mandatory set-off applicable under Hong Kong Special
Administrative Region (“Hong Kong”) law in circumstances
where the claims of any Relevant Creditors remain outstanding,
HGHQ shall pay an amount equal to whichever is the lesser of the
amount so recovered and the aggregate amount of the claims of
Relevant Creditors then remaining outstanding to the liquidator of
HBAP upon trust for such Relevant Creditors. HGHQ may rely
upon a certificate of the liquidator for the purpose of determining
whether or not any claims of Relevant Creditors remain
outstanding and if so their amount or aggregate amount. HGHQ
shall not be obliged to concern itself with the distribution by the
liquidator of any payment so made to the liquidator. To the extent
of any payment so made, the original debt shall be treated as if it
had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall
irrevocably (without the need for the consent of HGHQ) reduce the
then prevailing principal amount and any accrued but unpaid
interest of the Loan to nil (such reduction being referred to herein
as the “Write-off”, and “Written-off” shall be construed
accordingly).

Once the principal amount of, and any accrued but unpaid interest
under, the Loan has been Written-off, it shall not be restored under
any circumstances, including where the relevant Non-Viability
Event ceases to continue. Following any Write-off, HGHQ will be
automatically deemed to waive irrevocably its right to receive, and
no longer has any rights against HBAP with respect to, any
repayment or payment of any amount of principal or (as the case
may be) interest under the Loan which has been so Written-off and
HBAP shall have no obligation to pay or repay any such amount
of principal or (as the case may be) interest in respect of the Loan.

HBAP shall notify HGHQ upon the occurrence of a Non-Viability
Event or as soon as it becomes aware that a Non-Viability Event
may or will occur. Such notice will include details of the Non-
Viability Event and details of the Write-off including the date on
which Write-off is to occur (a “Non-Viability Event Notice™).

Failure by HBAP to deliver a Non-Viability Event Notice to
HGHQ shall not invalidate any Write-off.

For the purposes of the Loan:
“Non-Viability Event” means the earlier of:





Default

(i) the Monetary Authority notifying HBAP in writing that the
Monetary Authority is of the opinion that a Write-off is
necessary, without which HBAP would become non-viable;
and

(ii) the Monetary Authority notifying HBAP in writing that a
decision has been made by the government body, a government
officer or other relevant regulatory body with the authority to
make such a decision, that a public sector injection of capital
or equivalent support is necessary, without which HBAP
would have become non-viable.

. The only events that will constitute an “event of default”

applicable to the Loan will be the occurrence of (i) a Winding-up
Event or (ii) a Non-payment Event. For the avoidance of doubt, a
Non-Viability Event will not constitute an event of default.

Upon the occurrence of a Non-payment Event, HGHQ’s sole
remedy will be to petition for the winding-up of HBAP in Hong
Kong and HGHQ waives all other remedies, including without
limitation, any right to institute any other proceedings, in respect
of any interest or principal or any other amounts due under the
Loan or in respect of any breach by HBAP of any obligation,
condition or provision of the Loan.

Upon the occurrence of a Winding-up Event, HGHQ's sole remedy
will be to prove in the winding-up of HBAP and/or claim in the
liquidation of HBAP for payment of the principal amount of the
Loan and any other amounts due under the Loan.

For the purposes of the Loan:

A “Winding-up Event” will occur if (i) a court of competent
jurisdiction in Hong Kong makes an order for HBAP’s liquidation
or winding-up which is not successfully appealed within 30
calendar days of the making of such order, or (ii) HBAP’s ordinary
shareholders adopt an effective resolution for its winding-up (other
than, in the case of either (i) or (ii) above, under or in connection
with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

A “Non-payment Event” will occur if default is made for a period
of 14 days or more in the payment of any interest or repayment of
any principal due on the Loan. For the avoidance of doubt, no
interest will be due and payable if such interest has been cancelled
or deemed to be cancelled (in each case, in whole or in part) in
accordance with the terms of the Loan (and no Non-payment Event
will occur or be deemed to have occurred as a result of such
cancellation or deemed cancellation (in each case, in whole or in

part)).





Interest  Payment
Dates

Discretionary

Interest Payments

Restriction on
Interest Payments

. 20 February, 20 May, 20 August and 20 November in each year,

commencing on 20 February 2019; provided, however, that, if any
Interest Payment Date would otherwise fall on a date which is not
a Business Day (as defined below), it will be postponed to the next
Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding
Business Day

HBAP may elect at its full discretion at any time and for any reason

to cancel (in whole or in part) the interest otherwise scheduled to

be paid on an Interest Payment Date, specified Interest Payment
Dates or for an unlimited period.

If the payment of interest scheduled on an Interest Payment Date
is so cancelled, HBAP shall not have any obligation to make such
interest payment on such Interest Payment Date and the failure to
pay such amount of interest or part thereof shall not constitute an
event of default by HBAP for any purpose. Any such interest will
not accumulate or be payable at any time thereafter (or be due) and
HGHQ shall have no right thereto whether in a winding up of
HBAP or otherwise.

Except to the extent permitted in the following paragraph in respect
of partial interest payments, HBAP shall not be required to make
(and shall not make) an interest payment on any Interest Payment
Date (and such interest payment will therefore be deemed to have
been cancelled and thus will not be due and payable on such
Interest Payment Date) if (i) HBAP does not have sufficient
Distributable Items on such Interest Payment Date, (ii) the
Monetary Authority directs HBAP to cancel such interest payment
(in whole or in part) or (iii) applicable Hong Kong banking
regulations or other requirements of the Monetary Authority
prevent the payment in full of such interest payment when due.

HBAP may, in its sole discretion but subject to (ii) and (iii) above,
elect to make a partial interest payment on the Loan on any Interest
Payment Date, only to the extent that such partial interest payment
may be made from any Distributable Items on such Interest
Payment Date. For the avoidance of doubt, the portion of interest
not paid on the relevant Interest Payment Date will be deemed to
have been cancelled and thus will not be due and payable on such
Interest Payment Date.

For the purpose of the Loan, “Distributable Items” means:

(i) the amounts for the time being available to HBAP for
distribution as a distribution in compliance with section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, as
amended or modified from time to time, as at the date of
HBAP’s audited balance sheet last preceding the relevant





Interest Period

USD LIBOR

Day Count Fraction

London  Banking
Day

Business Day

Alteration

Interest Payment Date, and subject to the Monetary Authority’s
then current Banking (Capital) Rules as applicable to HBAP
on the relevant Interest Payment Date (the “Available
Amount”); provided that if HBAP reasonably determines that
the Available Amount as at any Interest Payment Date is lower
than the Available Amount as at the date of HBAP’s audited
balance sheet last preceding the relevant Interest Payment Date
and is insufficient to pay the interest payment on the relevant
Interest Payment Date, then on certification by two Directors
and the auditors of such revised amount, the Distributable
Items shall for the purposes of such interest payment mean the
Available Amount as set forth in such certificate; or

(it) such other amounts available for the payment of interest on the
Loan pursuant to the Banking (Capital) Rules as at the relevant
Interest Payment Date.

Each period beginning on (and including) the Drawdown Date or
any Interest Payment Date and ending on (but excluding) the next
Interest Payment Date is herein called an “Interest Period”.

Means, in relation to any Interest Period, the rate for 3-month
deposits in United States Dollars which appears on the display
page designated LIBORO1 on Reuters (or such other page as may
replace that page on that service, or such other service as may be
nominated as the information vendor, for the purpose of displaying
comparable rates) as of 11.00 a.m. (London time) on the second
London Banking Day before the first day of that Interest Period;
provided, however, that if such rate does not appear or under other
conditions as agreed by HBAP and HGHQ, then USD LIBOR for
that Interest Period shall be determined on such other basis as
HBAP and HGHQ shall agree.

In respect of the calculation of an amount for any period of time
(the “Calculation Period”) during the Interest Period, the actual
number of days in the Calculation Period divided by 360. Interest
on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general
business (including dealings in foreign exchange and foreign
currency deposits) in London.

Means a day on which commercial banks and foreign exchange
markets settle payments and are open for general business
(including dealings in foreign exchange and foreign currency
deposits) in London, New York City, and Hong Kong.

HBAP and HGHQ may amend or modify the terms of the Loan,
and HGHQ may waive any proposed breach or breach of the terms





Hong Kong
Resolution
Authority Power

of the Loan, provided that (i) any such amendment or modification
is in writing and signed by HBAP and HGHQ); and (ii) HBAP has
notified the Monetary Authority of such amendment, modification
or waiver and/or obtained the prior consent of the Monetary
Authority (if such notice and/or consent is then required by
applicable law or regulation).

Notwithstanding any other term of the Loan, or any other
agreement or arrangement, by agreeing to the terms of the Loan,
HGHQ shall be bound by and its rights subject to, and shall be
deemed to agree and acknowledge that it is bound by and its rights
are subject to, the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority without
prior notice and which may include (without limitation) and result
in any of the following or some combination thereof:

(i) the reduction or cancellation of all or a part of the principal
amount of, or interest on, the Loan;

(ii) the conversion of all or a part of the principal amount of, or
interest on, the Loan into shares or other securities or other
obligations of HBAP or another person (and the issue to or
conferral on the holder of such shares, securities or
obligations), including by means of an amendment,
modification or variation of the terms of the Loan; and

(iii) the amendment or alteration of the maturity of the Loan or
amendment or alteration of the amount of interest payable on
the Loan, or the date on which the interest becomes payable,
including by suspending payment for a temporary period, or
any other amendment or alteration of the terms of the Loan.

With respect to (i), (ii) and (iii) above, references to principal and
interest shall include payments of principal and interest that have
become due and payable, but which have not been paid, prior to
the exercise of any Hong Kong Resolution Authority Power. The
rights of HGHQ under the Loan are subject to, and will be amended
and varied, if necessary, solely to give effect to, the exercise of any
Hong Kong Resolution Authority Power by the relevant Hong
Kong Resolution Authority.

No repayment of the principal amount of the Loan or payment of
interest on the Loan shall become due and payable or be paid after
the exercise of any Hong Kong Resolution Authority Power by the
relevant Hong Kong Resolution Authority unless, at the time that
such repayment or payment respectively, is scheduled to become
due, such repayment or payment would be permitted to be made
by HBAP under the laws and regulations applicable to HBAP and
the Group.





Taxation

Upon the exercise of any Hong Kong Resolution Authority Power
by the relevant Hong Kong Resolution Authority with respect to
the Loan, HBAP shall provide a notice in writing to HGHQ as soon
as practicable regarding such exercise of the Hong Kong
Resolution Authority Power.

Neither the reduction or cancellation, in part or in full, of the
principal amount of, or interest on the Loan, the conversion thereof
into another security or obligation of HBAP or another person, or
any other amendment or alteration of the terms of the Loan as a
result of the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority with
respect to HBAP nor the exercise of the Hong Kong Resolution
Authority Power by the relevant Hong Kong Resolution Authority
with respect to the Loan shall constitute an event of default.

For the purposes of the Loan:

“Hong Kong Resolution Authority Power” means any power
which may exist from time to time under the Financial Institutions
(Resolution) Ordinance (Cap 628) (“FIRO”) (including, for the
avoidance of doubt, powers under Part 4 and Part 5 of FIRO), or
any other laws, regulations, rules or requirements relating to
financial institutions (including licensed banks, deposit-taking
companies, restricted licence banks, banking group companies,
insurance companies and/or investment firms incorporated in or
authorised, designated, recognised or licensed to conduct regulated
financial activities in Hong Kong) in effect and applicable in Hong
Kong to HBAP or other members of the Group, as the same may
be amended from time to time (whether pursuant to the FIRO or
otherwise), and pursuant to which obligations of a licensed bank,
deposit-taking company, restricted licence bank, banking group
company, insurance company or investment firm or any of its
affiliates can be reduced, cancelled, transferred, modified and/or
converted into shares or other securities or obligations of the
obligor or any other person; and

“relevant Hong Kong Resolution Authority” means any
authority with the ability to exercise a Hong Kong Resolution
Authority Power in relation to HBAP from time to time.

. All payments by HBAP of interest in respect of the Loan will be

made without withholding or deduction for or on account of any
taxes, duties, assessments or governmental charges of whatever
nature, present or future, as are imposed or levied by or on behalf
of Hong Kong (or any authority or political subdivision therein or
thereof having power to tax) unless HBAP is required by law to
withhold or deduct any such taxes, duties, assessments or
governmental charges.
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Governing Law

In that event, HBAP will pay such additional amounts in respect of
any payments of interest in respect of the Loan as may be necessary
in order that the net amounts of interest in respect of the Loan
received by HGHQ after such withholding or deduction shall equal
the respective amounts of interest which would have been received
in respect of the Loan in the absence of such withholding or
deduction.

. The Loan shall be governed by, and construed in accordance with,

Hong Kong law.

The courts of Hong Kong have exclusive jurisdiction to settle any
dispute (a “Dispute”), arising out of or in connection with the Loan
(including a dispute regarding the existence, validity or
termination of the Loan or any non-contractual obligation arising
out of or in connection with the Loan) or the consequences of its
nullity.

HBAP and HGHQ agree that the courts of Hong Kong are the most
appropriate and convenient courts to settle any Dispute and,
accordingly, that shall not argue to the contrary.

This letter may be executed and delivered in any number of counterparts, each of which is
an original and which, together, have the same effect as if each party had signed the same

document.
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If you agree to the terms set out in this letter, please sign and return the enclosed copy of
this letter on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc
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MEMORANDUM OF ACCEPTANCE

To:  HSBC Holdings plc

We hereby agree to the terms of the perpetual loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date: 16 November 2018
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The Directors

4X) Hsec

The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

16 November 2018

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED

PERPETUAL LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP”).

The terms of the Loan will be:

Amount and
Purpose

Drawdown Date

Accrual and
Payment of Interest

Repayment

Early Repayment

: USD 500,000,000 (five hundred million United States dollars)

perpetual loan. The Loan is intended to constitute Additional Tier
1 capital for HBAP under Schedule 4B to the Banking (Capital)
Rules (Cap. 155L).

: The whole amount of the Loan will be drawn down in one

utilisation on 20 November 2018.

: The Loan will bear interest on its outstanding principal amount,

payable quarterly in arrears on each Interest Payment Date (subject
to the terms set out below). The rate of interest applicable to the
Loan for each Interest Period and for any period shorter than a
complete Interest Period shall be calculated as:

(a) USD LIBOR; plus
(b) 351 basis points (the “Margin”),

with the resultant figure being applied to the outstanding principal
amount of the Loan and the product thereof being multiplied by the
Day Count Fraction (as defined below).

All payments of principal and interest pursuant to the Loan shall
be (i) rounded to the nearest cent (half a cent being rounded
upwards), and (ii) made to such bank account as may be agreed
between HBAP and HGHQ from time to time.

. The Loan is perpetual and has no fixed maturity or fixed repayment

date.

. Subject to “Supervisory Consent” below, HBAP may, at its option,

on giving not less than 10 Business Days’ notice in writing to
HGHQ (the “Early Repayment Notice”), repay the outstanding
principal amount of the Loan, in whole or in part, together with any
accrued but unpaid interest thereon, on any date falling on or after
20 November 2023. For the avoidance of doubt, following any





Early Repayment
for Taxation
Reasons

Early Repayment
following Capital
Disqualification
Event

partial repayment(s), the principal amount of the Loan will be
reduced by the amount(s) so repaid and the use of “principal” and
“principal amount” in this Loan shall be interpreted accordingly.

The Early Repayment Notice shall specify the due date for
repayment.

. Subject to “Supervisory Consent” below, if a Taxation Event

occurs, HBAP may, at its option, on giving at least 10 Business
Days’ notice in writing to HGHQ (such notice being a “Taxation
Event Prepayment Notice”), repay the Loan in whole but not in
part, together with any accrued but unpaid interest thereon, on the
date fixed for repayment in the Taxation Event Prepayment Notice,
provided that no such Taxation Event Prepayment Notice shall be
given earlier than 90 days prior to the earliest date on which HBAP
would be obliged to pay such additional amounts or (if applicable)
is unable to make a deduction, were a payment in respect of the
Loan then due.

For the purposes of the Loan:

A “Taxation Event” shall be deemed to occur if (as a result a Tax
Law Change):

(i) on a subsequent date for the payment of interest on the Loan,
HBAP would be required to pay any additional amounts in
accordance with the provisions of “Taxation” below;

(it) if HBAP were to seek to repay the Loan (for which purpose no
regard shall be had as to whether or not HBAP would otherwise
be entitled to redeem the Loan), HBAP would be required to
pay any additional amounts in accordance with the provisions
of “Taxation” below; or

(iii)on a subsequent date for the payment of interest on the Loan,
the deductibility of interest payments (or funding costs of
HBAP as recognised in its accounts) under or with respect to
the Loan is adversely impacted for Hong Kong profits tax
purposes; and

A “Tax Law Change” means a change in, or amendment to, the
laws or regulations of Hong Kong or any political subdivision or
any authority thereof or therein having power to tax, or any change
in the application or official interpretation of such laws or
regulations, which change or amendment becomes effective on or
after the Drawdown Date.

: Subject to “Supervisory Consent” below, if a Capital

Disqualification Event occurs, HBAP may, at its option, within 90
days of the occurrence of the relevant Capital Disqualification
Event, on giving at least 10 Business Days’ notice in writing to





Supervisory
Consent

HGHQ (such notice being a “Capital Disqualification Event
Prepayment Notice”), repay the Loan in whole but not in part,
together with any accrued but unpaid interest thereon, on the date
fixed for repayment in the Capital Disqualification Event
Prepayment Notice.

For the purposes of the Loan:

“Additional Tier 1 capital instrument” has the meaning given to
it by the Banking (Capital) Rules from time to time.

“Banking (Capital) Rules” means the capital requirement rules
from time to time applicable to the regulatory capital of
“authorized institutions” (as defined in the Banking Ordinance
(Cap. 155) of Hong Kong) incorporated in Hong Kong as
published by the Monetary Authority.

A “Capital Disqualification Event” shall be deemed to have
occurred if HBAP determines, at any time after the Drawdown
Date, that there is a change in the regulatory treatments of the Loan
that results in or will result in:

(a) its exclusion in whole or in part from the regulatory capital of
the Group;

(b) its reclassification in whole or in part as a form of regulatory
capital of the Group that is lower than Tier 1 capital (if any);
or

(c) its ceasing to be eligible as an Additional Tier 1 capital
instrument.

“Group” means HBAP and its consolidated subsidiaries.

“Tier 1 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

: HBAP may only exercise its right to repay the Loan pursuant to

“Early Repayment”, “Early Repayment for Taxation Reasons” and
“Early Repayment following Capital Disqualification Event”
above if:

(i) it has obtained prior permission from the *“Monetary
Authority” as appointed under section 5A of the Exchange
Fund Ordinance (Cap. 66) of Hong Kong thereto (the
“Monetary Authority”) for the repayment of the Loan, if and
to the extent such permission is required by the Banking
(Capital) Rules at such time; and

(i) HBAP has complied with any other requirements contained in
the Banking (Capital) Rules then in force which relate to the
repayment of the Loan.





Status

Security

Set-Off

In the case of a winding-up, claims against HBAP in respect of the
Loan shall be subordinated to the claims of all Relevant Creditors.
Accordingly, in the case of a winding-up, claims in respect of the
Loan will only be satisfied after the claims of Relevant Creditors.

Except in the case of a winding-up, HBAP's obligations to repay
principal or pay interest or any other amounts in respect of the
Loan are conditional upon its being able to make such repayment
or payment and HBAP remaining Solvent immediately thereafter.

For the purposes of the Loan:

“Assets” means HBAP's unconsolidated gross assets, as shown in
the latest published balance sheet having the benefit of an
unqualified auditors' report.

“Liabilities” means HBAP's unconsolidated gross liabilities, as
shown in the latest published balance sheet having the benefit of
an unqualified auditors' report.

“Relevant Creditors” means any depositors, general creditors of
HBAP and any subordinated creditors of HBAP (including any
holders of Tier 2 capital instruments) other than those whose
claims are expressed to rank pari passu or junior to the claims of
HGHQ under the Loan.

“Solvent” means, in relation to HBAP, that:
(A)it is able to pay its debts as they fall due; and

(B)its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Relevant Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of principal
and interest in respect of the Loan).

“Tier 2 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

“Tier 2 capital instruments” means any instruments issued by
HBAP or subordinated loans entered into by HBAP as borrower
which constitute Tier 2 capital under the Banking (Capital) Rules.

No security is required to be provided by HBAP in respect of any
of its assets or undertakings in connection with its liability under
the Loan.

HGHQ hereby waives, to the fullest extent permitted by applicable
law, any right to set-off any amount of interest, principal or any
other amounts due under the Loan against any amounts owed to
HBAP by HGHQ and waives, to the fullest extent permitted by
applicable law, any right to counterclaim for any amount of
interest, principal or any other amounts due under the Loan in any
action by HBAP against HGHQ in respect of any amount owed to





Non-Viability

HBAP by HGHQ. If HGHQ recovers any amount in respect of
principal, interest or any other amounts due on the Loan (the
“original debt”) by virtue of the application of any relevant rules
of mandatory set-off applicable under Hong Kong Special
Administrative Region (“Hong Kong”) law in circumstances
where the claims of any Relevant Creditors remain outstanding,
HGHQ shall pay an amount equal to whichever is the lesser of the
amount so recovered and the aggregate amount of the claims of
Relevant Creditors then remaining outstanding to the liquidator of
HBAP upon trust for such Relevant Creditors. HGHQ may rely
upon a certificate of the liquidator for the purpose of determining
whether or not any claims of Relevant Creditors remain
outstanding and if so their amount or aggregate amount. HGHQ
shall not be obliged to concern itself with the distribution by the
liquidator of any payment so made to the liquidator. To the extent
of any payment so made, the original debt shall be treated as if it
had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall
irrevocably (without the need for the consent of HGHQ) reduce the
then prevailing principal amount and any accrued but unpaid
interest of the Loan to nil (such reduction being referred to herein
as the “Write-off”, and “Written-off” shall be construed
accordingly).

Once the principal amount of, and any accrued but unpaid interest
under, the Loan has been Written-off, it shall not be restored under
any circumstances, including where the relevant Non-Viability
Event ceases to continue. Following any Write-off, HGHQ will be
automatically deemed to waive irrevocably its right to receive, and
no longer has any rights against HBAP with respect to, any
repayment or payment of any amount of principal or (as the case
may be) interest under the Loan which has been so Written-off and
HBAP shall have no obligation to pay or repay any such amount
of principal or (as the case may be) interest in respect of the Loan.

HBAP shall notify HGHQ upon the occurrence of a Non-Viability
Event or as soon as it becomes aware that a Non-Viability Event
may or will occur. Such notice will include details of the Non-
Viability Event and details of the Write-off including the date on
which Write-off is to occur (a “Non-Viability Event Notice™).

Failure by HBAP to deliver a Non-Viability Event Notice to
HGHQ shall not invalidate any Write-off.

For the purposes of the Loan:
“Non-Viability Event” means the earlier of:





Default

(i) the Monetary Authority notifying HBAP in writing that the
Monetary Authority is of the opinion that a Write-off is
necessary, without which HBAP would become non-viable;
and

(ii) the Monetary Authority notifying HBAP in writing that a
decision has been made by the government body, a government
officer or other relevant regulatory body with the authority to
make such a decision, that a public sector injection of capital
or equivalent support is necessary, without which HBAP
would have become non-viable.

. The only events that will constitute an “event of default”

applicable to the Loan will be the occurrence of (i) a Winding-up
Event or (ii) a Non-payment Event. For the avoidance of doubt, a
Non-Viability Event will not constitute an event of default.

Upon the occurrence of a Non-payment Event, HGHQ’s sole
remedy will be to petition for the winding-up of HBAP in Hong
Kong and HGHQ waives all other remedies, including without
limitation, any right to institute any other proceedings, in respect
of any interest or principal or any other amounts due under the
Loan or in respect of any breach by HBAP of any obligation,
condition or provision of the Loan.

Upon the occurrence of a Winding-up Event, HGHQ's sole remedy
will be to prove in the winding-up of HBAP and/or claim in the
liquidation of HBAP for payment of the principal amount of the
Loan and any other amounts due under the Loan.

For the purposes of the Loan:

A “Winding-up Event” will occur if (i) a court of competent
jurisdiction in Hong Kong makes an order for HBAP’s liquidation
or winding-up which is not successfully appealed within 30
calendar days of the making of such order, or (ii) HBAP’s ordinary
shareholders adopt an effective resolution for its winding-up (other
than, in the case of either (i) or (ii) above, under or in connection
with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

A “Non-payment Event” will occur if default is made for a period
of 14 days or more in the payment of any interest or repayment of
any principal due on the Loan. For the avoidance of doubt, no
interest will be due and payable if such interest has been cancelled
or deemed to be cancelled (in each case, in whole or in part) in
accordance with the terms of the Loan (and no Non-payment Event
will occur or be deemed to have occurred as a result of such
cancellation or deemed cancellation (in each case, in whole or in

part)).





Interest  Payment
Dates

Discretionary

Interest Payments

Restriction on
Interest Payments

. 20 February, 20 May, 20 August and 20 November in each year,

commencing on 20 February 2019; provided, however, that, if any
Interest Payment Date would otherwise fall on a date which is not
a Business Day (as defined below), it will be postponed to the next
Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding
Business Day

HBAP may elect at its full discretion at any time and for any reason

to cancel (in whole or in part) the interest otherwise scheduled to

be paid on an Interest Payment Date, specified Interest Payment
Dates or for an unlimited period.

If the payment of interest scheduled on an Interest Payment Date
is so cancelled, HBAP shall not have any obligation to make such
interest payment on such Interest Payment Date and the failure to
pay such amount of interest or part thereof shall not constitute an
event of default by HBAP for any purpose. Any such interest will
not accumulate or be payable at any time thereafter (or be due) and
HGHQ shall have no right thereto whether in a winding up of
HBAP or otherwise.

Except to the extent permitted in the following paragraph in respect
of partial interest payments, HBAP shall not be required to make
(and shall not make) an interest payment on any Interest Payment
Date (and such interest payment will therefore be deemed to have
been cancelled and thus will not be due and payable on such
Interest Payment Date) if (i) HBAP does not have sufficient
Distributable Items on such Interest Payment Date, (ii) the
Monetary Authority directs HBAP to cancel such interest payment
(in whole or in part) or (iii) applicable Hong Kong banking
regulations or other requirements of the Monetary Authority
prevent the payment in full of such interest payment when due.

HBAP may, in its sole discretion but subject to (ii) and (iii) above,
elect to make a partial interest payment on the Loan on any Interest
Payment Date, only to the extent that such partial interest payment
may be made from any Distributable Items on such Interest
Payment Date. For the avoidance of doubt, the portion of interest
not paid on the relevant Interest Payment Date will be deemed to
have been cancelled and thus will not be due and payable on such
Interest Payment Date.

For the purpose of the Loan, “Distributable Items” means:

(i) the amounts for the time being available to HBAP for
distribution as a distribution in compliance with section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, as
amended or modified from time to time, as at the date of
HBAP’s audited balance sheet last preceding the relevant





Interest Period

USD LIBOR

Day Count Fraction

London  Banking
Day

Business Day

Alteration

Interest Payment Date, and subject to the Monetary Authority’s
then current Banking (Capital) Rules as applicable to HBAP
on the relevant Interest Payment Date (the “Available
Amount”); provided that if HBAP reasonably determines that
the Available Amount as at any Interest Payment Date is lower
than the Available Amount as at the date of HBAP’s audited
balance sheet last preceding the relevant Interest Payment Date
and is insufficient to pay the interest payment on the relevant
Interest Payment Date, then on certification by two Directors
and the auditors of such revised amount, the Distributable
Items shall for the purposes of such interest payment mean the
Available Amount as set forth in such certificate; or

(it) such other amounts available for the payment of interest on the
Loan pursuant to the Banking (Capital) Rules as at the relevant
Interest Payment Date.

Each period beginning on (and including) the Drawdown Date or
any Interest Payment Date and ending on (but excluding) the next
Interest Payment Date is herein called an “Interest Period”.

Means, in relation to any Interest Period, the rate for 3-month
deposits in United States Dollars which appears on the display
page designated LIBORO1 on Reuters (or such other page as may
replace that page on that service, or such other service as may be
nominated as the information vendor, for the purpose of displaying
comparable rates) as of 11.00 a.m. (London time) on the second
London Banking Day before the first day of that Interest Period;
provided, however, that if such rate does not appear or under other
conditions as agreed by HBAP and HGHQ, then USD LIBOR for
that Interest Period shall be determined on such other basis as
HBAP and HGHQ shall agree.

In respect of the calculation of an amount for any period of time
(the “Calculation Period”) during the Interest Period, the actual
number of days in the Calculation Period divided by 360. Interest
on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general
business (including dealings in foreign exchange and foreign
currency deposits) in London.

Means a day on which commercial banks and foreign exchange
markets settle payments and are open for general business
(including dealings in foreign exchange and foreign currency
deposits) in London, New York City, and Hong Kong.

HBAP and HGHQ may amend or modify the terms of the Loan,
and HGHQ may waive any proposed breach or breach of the terms





Hong Kong
Resolution
Authority Power

of the Loan, provided that (i) any such amendment or modification
is in writing and signed by HBAP and HGHQ); and (ii) HBAP has
notified the Monetary Authority of such amendment, modification
or waiver and/or obtained the prior consent of the Monetary
Authority (if such notice and/or consent is then required by
applicable law or regulation).

Notwithstanding any other term of the Loan, or any other
agreement or arrangement, by agreeing to the terms of the Loan,
HGHQ shall be bound by and its rights subject to, and shall be
deemed to agree and acknowledge that it is bound by and its rights
are subject to, the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority without
prior notice and which may include (without limitation) and result
in any of the following or some combination thereof:

(i) the reduction or cancellation of all or a part of the principal
amount of, or interest on, the Loan;

(ii) the conversion of all or a part of the principal amount of, or
interest on, the Loan into shares or other securities or other
obligations of HBAP or another person (and the issue to or
conferral on the holder of such shares, securities or
obligations), including by means of an amendment,
modification or variation of the terms of the Loan; and

(iii) the amendment or alteration of the maturity of the Loan or
amendment or alteration of the amount of interest payable on
the Loan, or the date on which the interest becomes payable,
including by suspending payment for a temporary period, or
any other amendment or alteration of the terms of the Loan.

With respect to (i), (ii) and (iii) above, references to principal and
interest shall include payments of principal and interest that have
become due and payable, but which have not been paid, prior to
the exercise of any Hong Kong Resolution Authority Power. The
rights of HGHQ under the Loan are subject to, and will be amended
and varied, if necessary, solely to give effect to, the exercise of any
Hong Kong Resolution Authority Power by the relevant Hong
Kong Resolution Authority.

No repayment of the principal amount of the Loan or payment of
interest on the Loan shall become due and payable or be paid after
the exercise of any Hong Kong Resolution Authority Power by the
relevant Hong Kong Resolution Authority unless, at the time that
such repayment or payment respectively, is scheduled to become
due, such repayment or payment would be permitted to be made
by HBAP under the laws and regulations applicable to HBAP and
the Group.





Taxation

Upon the exercise of any Hong Kong Resolution Authority Power
by the relevant Hong Kong Resolution Authority with respect to
the Loan, HBAP shall provide a notice in writing to HGHQ as soon
as practicable regarding such exercise of the Hong Kong
Resolution Authority Power.

Neither the reduction or cancellation, in part or in full, of the
principal amount of, or interest on the Loan, the conversion thereof
into another security or obligation of HBAP or another person, or
any other amendment or alteration of the terms of the Loan as a
result of the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority with
respect to HBAP nor the exercise of the Hong Kong Resolution
Authority Power by the relevant Hong Kong Resolution Authority
with respect to the Loan shall constitute an event of default.

For the purposes of the Loan:

“Hong Kong Resolution Authority Power” means any power
which may exist from time to time under the Financial Institutions
(Resolution) Ordinance (Cap 628) (“FIRO”) (including, for the
avoidance of doubt, powers under Part 4 and Part 5 of FIRO), or
any other laws, regulations, rules or requirements relating to
financial institutions (including licensed banks, deposit-taking
companies, restricted licence banks, banking group companies,
insurance companies and/or investment firms incorporated in or
authorised, designated, recognised or licensed to conduct regulated
financial activities in Hong Kong) in effect and applicable in Hong
Kong to HBAP or other members of the Group, as the same may
be amended from time to time (whether pursuant to the FIRO or
otherwise), and pursuant to which obligations of a licensed bank,
deposit-taking company, restricted licence bank, banking group
company, insurance company or investment firm or any of its
affiliates can be reduced, cancelled, transferred, modified and/or
converted into shares or other securities or obligations of the
obligor or any other person; and

“relevant Hong Kong Resolution Authority” means any
authority with the ability to exercise a Hong Kong Resolution
Authority Power in relation to HBAP from time to time.

. All payments by HBAP of interest in respect of the Loan will be

made without withholding or deduction for or on account of any
taxes, duties, assessments or governmental charges of whatever
nature, present or future, as are imposed or levied by or on behalf
of Hong Kong (or any authority or political subdivision therein or
thereof having power to tax) unless HBAP is required by law to
withhold or deduct any such taxes, duties, assessments or
governmental charges.
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Governing Law

In that event, HBAP will pay such additional amounts in respect of
any payments of interest in respect of the Loan as may be necessary
in order that the net amounts of interest in respect of the Loan
received by HGHQ after such withholding or deduction shall equal
the respective amounts of interest which would have been received
in respect of the Loan in the absence of such withholding or
deduction.

. The Loan shall be governed by, and construed in accordance with,

Hong Kong law.

The courts of Hong Kong have exclusive jurisdiction to settle any
dispute (a “Dispute”), arising out of or in connection with the Loan
(including a dispute regarding the existence, validity or
termination of the Loan or any non-contractual obligation arising
out of or in connection with the Loan) or the consequences of its
nullity.

HBAP and HGHQ agree that the courts of Hong Kong are the most
appropriate and convenient courts to settle any Dispute and,
accordingly, that shall not argue to the contrary.

This letter may be executed and delivered in any number of counterparts, each of which is
an original and which, together, have the same effect as if each party had signed the same

document.
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If you agree to the terms set out in this letter, please sign and return the enclosed copy of
this letter on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc
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MEMORANDUM OF ACCEPTANCE

To:  HSBC Holdings plc

We hereby agree to the terms of the perpetual loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date: 16 November 2018
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The Directors

4X) Hsec

The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

16 November 2018

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED

PERPETUAL LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP”).

The terms of the Loan will be:

Amount and
Purpose

Drawdown Date

Accrual and
Payment of Interest

Repayment

Early Repayment

: USD 600,000,000 (six hundred million United States dollars)

perpetual loan. The Loan is intended to constitute Additional Tier
1 capital for HBAP under Schedule 4B to the Banking (Capital)
Rules (Cap. 155L).

: The whole amount of the Loan will be drawn down in one

utilisation on 20 November 2018.

: The Loan will bear interest on its outstanding principal amount,

payable quarterly in arrears on each Interest Payment Date (subject
to the terms set out below). The rate of interest applicable to the
Loan for each Interest Period and for any period shorter than a
complete Interest Period shall be calculated as:

(a) USD LIBOR; plus
(b) 362 basis points (the “Margin”),

with the resultant figure being applied to the outstanding principal
amount of the Loan and the product thereof being multiplied by the
Day Count Fraction (as defined below).

All payments of principal and interest pursuant to the Loan shall
be (i) rounded to the nearest cent (half a cent being rounded
upwards), and (ii) made to such bank account as may be agreed
between HBAP and HGHQ from time to time.

. The Loan is perpetual and has no fixed maturity or fixed repayment

date.

. Subject to “Supervisory Consent” below, HBAP may, at its option,

on giving not less than 10 Business Days’ notice in writing to
HGHQ (the “Early Repayment Notice”), repay the outstanding
principal amount of the Loan, in whole or in part, together with any
accrued but unpaid interest thereon, on any date falling on or after
20 November 2024. For the avoidance of doubt, following any





Early Repayment
for Taxation
Reasons

Early Repayment
following Capital
Disqualification
Event

partial repayment(s), the principal amount of the Loan will be
reduced by the amount(s) so repaid and the use of “principal” and
“principal amount” in this Loan shall be interpreted accordingly.

The Early Repayment Notice shall specify the due date for
repayment.

. Subject to “Supervisory Consent” below, if a Taxation Event

occurs, HBAP may, at its option, on giving at least 10 Business
Days’ notice in writing to HGHQ (such notice being a “Taxation
Event Prepayment Notice”), repay the Loan in whole but not in
part, together with any accrued but unpaid interest thereon, on the
date fixed for repayment in the Taxation Event Prepayment Notice,
provided that no such Taxation Event Prepayment Notice shall be
given earlier than 90 days prior to the earliest date on which HBAP
would be obliged to pay such additional amounts or (if applicable)
is unable to make a deduction, were a payment in respect of the
Loan then due.

For the purposes of the Loan:

A “Taxation Event” shall be deemed to occur if (as a result a Tax
Law Change):

(i) on a subsequent date for the payment of interest on the Loan,
HBAP would be required to pay any additional amounts in
accordance with the provisions of “Taxation” below;

(it) if HBAP were to seek to repay the Loan (for which purpose no
regard shall be had as to whether or not HBAP would otherwise
be entitled to redeem the Loan), HBAP would be required to
pay any additional amounts in accordance with the provisions
of “Taxation” below; or

(iii)on a subsequent date for the payment of interest on the Loan,
the deductibility of interest payments (or funding costs of
HBAP as recognised in its accounts) under or with respect to
the Loan is adversely impacted for Hong Kong profits tax
purposes; and

A “Tax Law Change” means a change in, or amendment to, the
laws or regulations of Hong Kong or any political subdivision or
any authority thereof or therein having power to tax, or any change
in the application or official interpretation of such laws or
regulations, which change or amendment becomes effective on or
after the Drawdown Date.

: Subject to “Supervisory Consent” below, if a Capital

Disqualification Event occurs, HBAP may, at its option, within 90
days of the occurrence of the relevant Capital Disqualification
Event, on giving at least 10 Business Days’ notice in writing to





Supervisory
Consent

HGHQ (such notice being a “Capital Disqualification Event
Prepayment Notice”), repay the Loan in whole but not in part,
together with any accrued but unpaid interest thereon, on the date
fixed for repayment in the Capital Disqualification Event
Prepayment Notice.

For the purposes of the Loan:

“Additional Tier 1 capital instrument” has the meaning given to
it by the Banking (Capital) Rules from time to time.

“Banking (Capital) Rules” means the capital requirement rules
from time to time applicable to the regulatory capital of
“authorized institutions” (as defined in the Banking Ordinance
(Cap. 155) of Hong Kong) incorporated in Hong Kong as
published by the Monetary Authority.

A “Capital Disqualification Event” shall be deemed to have
occurred if HBAP determines, at any time after the Drawdown
Date, that there is a change in the regulatory treatments of the Loan
that results in or will result in:

(a) its exclusion in whole or in part from the regulatory capital of
the Group;

(b) its reclassification in whole or in part as a form of regulatory
capital of the Group that is lower than Tier 1 capital (if any);
or

(c) its ceasing to be eligible as an Additional Tier 1 capital
instrument.

“Group” means HBAP and its consolidated subsidiaries.

“Tier 1 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

: HBAP may only exercise its right to repay the Loan pursuant to

“Early Repayment”, “Early Repayment for Taxation Reasons” and
“Early Repayment following Capital Disqualification Event”
above if:

(i) it has obtained prior permission from the *“Monetary
Authority” as appointed under section 5A of the Exchange
Fund Ordinance (Cap. 66) of Hong Kong thereto (the
“Monetary Authority”) for the repayment of the Loan, if and
to the extent such permission is required by the Banking
(Capital) Rules at such time; and

(i) HBAP has complied with any other requirements contained in
the Banking (Capital) Rules then in force which relate to the
repayment of the Loan.





Status

Security

Set-Off

In the case of a winding-up, claims against HBAP in respect of the
Loan shall be subordinated to the claims of all Relevant Creditors.
Accordingly, in the case of a winding-up, claims in respect of the
Loan will only be satisfied after the claims of Relevant Creditors.

Except in the case of a winding-up, HBAP's obligations to repay
principal or pay interest or any other amounts in respect of the
Loan are conditional upon its being able to make such repayment
or payment and HBAP remaining Solvent immediately thereafter.

For the purposes of the Loan:

“Assets” means HBAP's unconsolidated gross assets, as shown in
the latest published balance sheet having the benefit of an
unqualified auditors' report.

“Liabilities” means HBAP's unconsolidated gross liabilities, as
shown in the latest published balance sheet having the benefit of
an unqualified auditors' report.

“Relevant Creditors” means any depositors, general creditors of
HBAP and any subordinated creditors of HBAP (including any
holders of Tier 2 capital instruments) other than those whose
claims are expressed to rank pari passu or junior to the claims of
HGHQ under the Loan.

“Solvent” means, in relation to HBAP, that:
(A)it is able to pay its debts as they fall due; and

(B)its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Relevant Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of principal
and interest in respect of the Loan).

“Tier 2 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

“Tier 2 capital instruments” means any instruments issued by
HBAP or subordinated loans entered into by HBAP as borrower
which constitute Tier 2 capital under the Banking (Capital) Rules.

No security is required to be provided by HBAP in respect of any
of its assets or undertakings in connection with its liability under
the Loan.

HGHQ hereby waives, to the fullest extent permitted by applicable
law, any right to set-off any amount of interest, principal or any
other amounts due under the Loan against any amounts owed to
HBAP by HGHQ and waives, to the fullest extent permitted by
applicable law, any right to counterclaim for any amount of
interest, principal or any other amounts due under the Loan in any
action by HBAP against HGHQ in respect of any amount owed to





Non-Viability

HBAP by HGHQ. If HGHQ recovers any amount in respect of
principal, interest or any other amounts due on the Loan (the
“original debt”) by virtue of the application of any relevant rules
of mandatory set-off applicable under Hong Kong Special
Administrative Region (“Hong Kong”) law in circumstances
where the claims of any Relevant Creditors remain outstanding,
HGHQ shall pay an amount equal to whichever is the lesser of the
amount so recovered and the aggregate amount of the claims of
Relevant Creditors then remaining outstanding to the liquidator of
HBAP upon trust for such Relevant Creditors. HGHQ may rely
upon a certificate of the liquidator for the purpose of determining
whether or not any claims of Relevant Creditors remain
outstanding and if so their amount or aggregate amount. HGHQ
shall not be obliged to concern itself with the distribution by the
liquidator of any payment so made to the liquidator. To the extent
of any payment so made, the original debt shall be treated as if it
had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall
irrevocably (without the need for the consent of HGHQ) reduce the
then prevailing principal amount and any accrued but unpaid
interest of the Loan to nil (such reduction being referred to herein
as the “Write-off”, and “Written-off” shall be construed
accordingly).

Once the principal amount of, and any accrued but unpaid interest
under, the Loan has been Written-off, it shall not be restored under
any circumstances, including where the relevant Non-Viability
Event ceases to continue. Following any Write-off, HGHQ will be
automatically deemed to waive irrevocably its right to receive, and
no longer has any rights against HBAP with respect to, any
repayment or payment of any amount of principal or (as the case
may be) interest under the Loan which has been so Written-off and
HBAP shall have no obligation to pay or repay any such amount
of principal or (as the case may be) interest in respect of the Loan.

HBAP shall notify HGHQ upon the occurrence of a Non-Viability
Event or as soon as it becomes aware that a Non-Viability Event
may or will occur. Such notice will include details of the Non-
Viability Event and details of the Write-off including the date on
which Write-off is to occur (a “Non-Viability Event Notice™).

Failure by HBAP to deliver a Non-Viability Event Notice to
HGHQ shall not invalidate any Write-off.

For the purposes of the Loan:
“Non-Viability Event” means the earlier of:





Default

(i) the Monetary Authority notifying HBAP in writing that the
Monetary Authority is of the opinion that a Write-off is
necessary, without which HBAP would become non-viable;
and

(ii) the Monetary Authority notifying HBAP in writing that a
decision has been made by the government body, a government
officer or other relevant regulatory body with the authority to
make such a decision, that a public sector injection of capital
or equivalent support is necessary, without which HBAP
would have become non-viable.

. The only events that will constitute an “event of default”

applicable to the Loan will be the occurrence of (i) a Winding-up
Event or (ii) a Non-payment Event. For the avoidance of doubt, a
Non-Viability Event will not constitute an event of default.

Upon the occurrence of a Non-payment Event, HGHQ’s sole
remedy will be to petition for the winding-up of HBAP in Hong
Kong and HGHQ waives all other remedies, including without
limitation, any right to institute any other proceedings, in respect
of any interest or principal or any other amounts due under the
Loan or in respect of any breach by HBAP of any obligation,
condition or provision of the Loan.

Upon the occurrence of a Winding-up Event, HGHQ's sole remedy
will be to prove in the winding-up of HBAP and/or claim in the
liquidation of HBAP for payment of the principal amount of the
Loan and any other amounts due under the Loan.

For the purposes of the Loan:

A “Winding-up Event” will occur if (i) a court of competent
jurisdiction in Hong Kong makes an order for HBAP’s liquidation
or winding-up which is not successfully appealed within 30
calendar days of the making of such order, or (ii) HBAP’s ordinary
shareholders adopt an effective resolution for its winding-up (other
than, in the case of either (i) or (ii) above, under or in connection
with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

A “Non-payment Event” will occur if default is made for a period
of 14 days or more in the payment of any interest or repayment of
any principal due on the Loan. For the avoidance of doubt, no
interest will be due and payable if such interest has been cancelled
or deemed to be cancelled (in each case, in whole or in part) in
accordance with the terms of the Loan (and no Non-payment Event
will occur or be deemed to have occurred as a result of such
cancellation or deemed cancellation (in each case, in whole or in

part)).





Interest  Payment
Dates

Discretionary

Interest Payments

Restriction on
Interest Payments

. 20 February, 20 May, 20 August and 20 November in each year,

commencing on 20 February 2019; provided, however, that, if any
Interest Payment Date would otherwise fall on a date which is not
a Business Day (as defined below), it will be postponed to the next
Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding
Business Day

HBAP may elect at its full discretion at any time and for any reason

to cancel (in whole or in part) the interest otherwise scheduled to

be paid on an Interest Payment Date, specified Interest Payment
Dates or for an unlimited period.

If the payment of interest scheduled on an Interest Payment Date
is so cancelled, HBAP shall not have any obligation to make such
interest payment on such Interest Payment Date and the failure to
pay such amount of interest or part thereof shall not constitute an
event of default by HBAP for any purpose. Any such interest will
not accumulate or be payable at any time thereafter (or be due) and
HGHQ shall have no right thereto whether in a winding up of
HBAP or otherwise.

Except to the extent permitted in the following paragraph in respect
of partial interest payments, HBAP shall not be required to make
(and shall not make) an interest payment on any Interest Payment
Date (and such interest payment will therefore be deemed to have
been cancelled and thus will not be due and payable on such
Interest Payment Date) if (i) HBAP does not have sufficient
Distributable Items on such Interest Payment Date, (ii) the
Monetary Authority directs HBAP to cancel such interest payment
(in whole or in part) or (iii) applicable Hong Kong banking
regulations or other requirements of the Monetary Authority
prevent the payment in full of such interest payment when due.

HBAP may, in its sole discretion but subject to (ii) and (iii) above,
elect to make a partial interest payment on the Loan on any Interest
Payment Date, only to the extent that such partial interest payment
may be made from any Distributable Items on such Interest
Payment Date. For the avoidance of doubt, the portion of interest
not paid on the relevant Interest Payment Date will be deemed to
have been cancelled and thus will not be due and payable on such
Interest Payment Date.

For the purpose of the Loan, “Distributable Items” means:

(i) the amounts for the time being available to HBAP for
distribution as a distribution in compliance with section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, as
amended or modified from time to time, as at the date of
HBAP’s audited balance sheet last preceding the relevant





Interest Period

USD LIBOR

Day Count Fraction

London  Banking
Day

Business Day

Alteration

Interest Payment Date, and subject to the Monetary Authority’s
then current Banking (Capital) Rules as applicable to HBAP
on the relevant Interest Payment Date (the “Available
Amount”); provided that if HBAP reasonably determines that
the Available Amount as at any Interest Payment Date is lower
than the Available Amount as at the date of HBAP’s audited
balance sheet last preceding the relevant Interest Payment Date
and is insufficient to pay the interest payment on the relevant
Interest Payment Date, then on certification by two Directors
and the auditors of such revised amount, the Distributable
Items shall for the purposes of such interest payment mean the
Available Amount as set forth in such certificate; or

(it) such other amounts available for the payment of interest on the
Loan pursuant to the Banking (Capital) Rules as at the relevant
Interest Payment Date.

Each period beginning on (and including) the Drawdown Date or
any Interest Payment Date and ending on (but excluding) the next
Interest Payment Date is herein called an “Interest Period”.

Means, in relation to any Interest Period, the rate for 3-month
deposits in United States Dollars which appears on the display
page designated LIBORO1 on Reuters (or such other page as may
replace that page on that service, or such other service as may be
nominated as the information vendor, for the purpose of displaying
comparable rates) as of 11.00 a.m. (London time) on the second
London Banking Day before the first day of that Interest Period;
provided, however, that if such rate does not appear or under other
conditions as agreed by HBAP and HGHQ, then USD LIBOR for
that Interest Period shall be determined on such other basis as
HBAP and HGHQ shall agree.

In respect of the calculation of an amount for any period of time
(the “Calculation Period”) during the Interest Period, the actual
number of days in the Calculation Period divided by 360. Interest
on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general
business (including dealings in foreign exchange and foreign
currency deposits) in London.

Means a day on which commercial banks and foreign exchange
markets settle payments and are open for general business
(including dealings in foreign exchange and foreign currency
deposits) in London, New York City, and Hong Kong.

HBAP and HGHQ may amend or modify the terms of the Loan,
and HGHQ may waive any proposed breach or breach of the terms





Hong Kong
Resolution
Authority Power

of the Loan, provided that (i) any such amendment or modification
is in writing and signed by HBAP and HGHQ); and (ii) HBAP has
notified the Monetary Authority of such amendment, modification
or waiver and/or obtained the prior consent of the Monetary
Authority (if such notice and/or consent is then required by
applicable law or regulation).

Notwithstanding any other term of the Loan, or any other
agreement or arrangement, by agreeing to the terms of the Loan,
HGHQ shall be bound by and its rights subject to, and shall be
deemed to agree and acknowledge that it is bound by and its rights
are subject to, the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority without
prior notice and which may include (without limitation) and result
in any of the following or some combination thereof:

(i) the reduction or cancellation of all or a part of the principal
amount of, or interest on, the Loan;

(ii) the conversion of all or a part of the principal amount of, or
interest on, the Loan into shares or other securities or other
obligations of HBAP or another person (and the issue to or
conferral on the holder of such shares, securities or
obligations), including by means of an amendment,
modification or variation of the terms of the Loan; and

(iii) the amendment or alteration of the maturity of the Loan or
amendment or alteration of the amount of interest payable on
the Loan, or the date on which the interest becomes payable,
including by suspending payment for a temporary period, or
any other amendment or alteration of the terms of the Loan.

With respect to (i), (ii) and (iii) above, references to principal and
interest shall include payments of principal and interest that have
become due and payable, but which have not been paid, prior to
the exercise of any Hong Kong Resolution Authority Power. The
rights of HGHQ under the Loan are subject to, and will be amended
and varied, if necessary, solely to give effect to, the exercise of any
Hong Kong Resolution Authority Power by the relevant Hong
Kong Resolution Authority.

No repayment of the principal amount of the Loan or payment of
interest on the Loan shall become due and payable or be paid after
the exercise of any Hong Kong Resolution Authority Power by the
relevant Hong Kong Resolution Authority unless, at the time that
such repayment or payment respectively, is scheduled to become
due, such repayment or payment would be permitted to be made
by HBAP under the laws and regulations applicable to HBAP and
the Group.





Taxation

Upon the exercise of any Hong Kong Resolution Authority Power
by the relevant Hong Kong Resolution Authority with respect to
the Loan, HBAP shall provide a notice in writing to HGHQ as soon
as practicable regarding such exercise of the Hong Kong
Resolution Authority Power.

Neither the reduction or cancellation, in part or in full, of the
principal amount of, or interest on the Loan, the conversion thereof
into another security or obligation of HBAP or another person, or
any other amendment or alteration of the terms of the Loan as a
result of the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority with
respect to HBAP nor the exercise of the Hong Kong Resolution
Authority Power by the relevant Hong Kong Resolution Authority
with respect to the Loan shall constitute an event of default.

For the purposes of the Loan:

“Hong Kong Resolution Authority Power” means any power
which may exist from time to time under the Financial Institutions
(Resolution) Ordinance (Cap 628) (“FIRO”) (including, for the
avoidance of doubt, powers under Part 4 and Part 5 of FIRO), or
any other laws, regulations, rules or requirements relating to
financial institutions (including licensed banks, deposit-taking
companies, restricted licence banks, banking group companies,
insurance companies and/or investment firms incorporated in or
authorised, designated, recognised or licensed to conduct regulated
financial activities in Hong Kong) in effect and applicable in Hong
Kong to HBAP or other members of the Group, as the same may
be amended from time to time (whether pursuant to the FIRO or
otherwise), and pursuant to which obligations of a licensed bank,
deposit-taking company, restricted licence bank, banking group
company, insurance company or investment firm or any of its
affiliates can be reduced, cancelled, transferred, modified and/or
converted into shares or other securities or obligations of the
obligor or any other person; and

“relevant Hong Kong Resolution Authority” means any
authority with the ability to exercise a Hong Kong Resolution
Authority Power in relation to HBAP from time to time.

. All payments by HBAP of interest in respect of the Loan will be

made without withholding or deduction for or on account of any
taxes, duties, assessments or governmental charges of whatever
nature, present or future, as are imposed or levied by or on behalf
of Hong Kong (or any authority or political subdivision therein or
thereof having power to tax) unless HBAP is required by law to
withhold or deduct any such taxes, duties, assessments or
governmental charges.
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Governing Law

In that event, HBAP will pay such additional amounts in respect of
any payments of interest in respect of the Loan as may be necessary
in order that the net amounts of interest in respect of the Loan
received by HGHQ after such withholding or deduction shall equal
the respective amounts of interest which would have been received
in respect of the Loan in the absence of such withholding or
deduction.

. The Loan shall be governed by, and construed in accordance with,

Hong Kong law.

The courts of Hong Kong have exclusive jurisdiction to settle any
dispute (a “Dispute”), arising out of or in connection with the Loan
(including a dispute regarding the existence, validity or
termination of the Loan or any non-contractual obligation arising
out of or in connection with the Loan) or the consequences of its
nullity.

HBAP and HGHQ agree that the courts of Hong Kong are the most
appropriate and convenient courts to settle any Dispute and,
accordingly, that shall not argue to the contrary.

This letter may be executed and delivered in any number of counterparts, each of which is
an original and which, together, have the same effect as if each party had signed the same

document.

11





If you agree to the terms set out in this letter, please sign and return the enclosed copy of
this letter on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc
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MEMORANDUM OF ACCEPTANCE

To:  HSBC Holdings plc

We hereby agree to the terms of the perpetual loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date: 16 November 2018
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The Directors

4X) Hsec

The Hongkong and Shanghai Banking Corporation Limited

1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

17 December 2018

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED

PERPETUAL LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP”).

The terms of the Loan will be:

Amount and
Purpose

Drawdown Date

Accrual and
Payment of Interest

Repayment

Early Repayment

: USD 700,000,000 (seven hundred million United States dollars)

perpetual loan. The Loan is intended to constitute Additional Tier
1 capital for HBAP under Schedule 4B to the Banking (Capital)
Rules (Cap. 155L).

: The whole amount of the Loan will be drawn down in one

utilisation on 20 December 2018.

: The Loan will bear interest on its outstanding principal amount,

payable quarterly in arrears on each Interest Payment Date (subject
to the terms set out below). The rate of interest applicable to the
Loan for each Interest Period and for any period shorter than a
complete Interest Period shall be calculated as:

(a) USD LIBOR; plus
(b) 498 basis points (the “Margin”),

with the resultant figure being applied to the outstanding principal
amount of the Loan and the product thereof being multiplied by the
Day Count Fraction (as defined below).

All payments of principal and interest pursuant to the Loan shall
be (i) rounded to the nearest cent (half a cent being rounded
upwards), and (ii) made to such bank account as may be agreed
between HBAP and HGHQ from time to time.

. The Loan is perpetual and has no fixed maturity or fixed repayment

date.

. Subject to “Supervisory Consent” below, HBAP may, at its option,

on giving not less than 10 Business Days’ notice in writing to
HGHQ (the “Early Repayment Notice”), repay the outstanding
principal amount of the Loan, in whole or in part, together with any
accrued but unpaid interest thereon, on any date falling on or after
20 December 2023. For the avoidance of doubt, following any





Early Repayment
for Taxation
Reasons

Early Repayment
following Capital
Disqualification
Event

partial repayment(s), the principal amount of the Loan will be
reduced by the amount(s) so repaid and the use of “principal” and
“principal amount” in this Loan shall be interpreted accordingly.

The Early Repayment Notice shall specify the due date for
repayment.

. Subject to “Supervisory Consent” below, if a Taxation Event

occurs, HBAP may, at its option, on giving at least 10 Business
Days’ notice in writing to HGHQ (such notice being a “Taxation
Event Prepayment Notice”), repay the Loan in whole but not in
part, together with any accrued but unpaid interest thereon, on the
date fixed for repayment in the Taxation Event Prepayment Notice,
provided that no such Taxation Event Prepayment Notice shall be
given earlier than 90 days prior to the earliest date on which HBAP
would be obliged to pay such additional amounts or (if applicable)
is unable to make a deduction, were a payment in respect of the
Loan then due.

For the purposes of the Loan:

A “Taxation Event” shall be deemed to occur if (as a result a Tax
Law Change):

(i) on a subsequent date for the payment of interest on the Loan,
HBAP would be required to pay any additional amounts in
accordance with the provisions of “Taxation” below;

(it) if HBAP were to seek to repay the Loan (for which purpose no
regard shall be had as to whether or not HBAP would otherwise
be entitled to redeem the Loan), HBAP would be required to
pay any additional amounts in accordance with the provisions
of “Taxation” below; or

(iii)on a subsequent date for the payment of interest on the Loan,
the deductibility of interest payments (or funding costs of
HBAP as recognised in its accounts) under or with respect to
the Loan is adversely impacted for Hong Kong profits tax
purposes; and

A “Tax Law Change” means a change in, or amendment to, the
laws or regulations of Hong Kong or any political subdivision or
any authority thereof or therein having power to tax, or any change
in the application or official interpretation of such laws or
regulations, which change or amendment becomes effective on or
after the Drawdown Date.

: Subject to “Supervisory Consent” below, if a Capital

Disqualification Event occurs, HBAP may, at its option, within 90
days of the occurrence of the relevant Capital Disqualification
Event, on giving at least 10 Business Days’ notice in writing to





Supervisory
Consent

HGHQ (such notice being a “Capital Disqualification Event
Prepayment Notice”), repay the Loan in whole but not in part,
together with any accrued but unpaid interest thereon, on the date
fixed for repayment in the Capital Disqualification Event
Prepayment Notice.

For the purposes of the Loan:

“Additional Tier 1 capital instrument” has the meaning given to
it by the Banking (Capital) Rules from time to time.

“Banking (Capital) Rules” means the capital requirement rules
from time to time applicable to the regulatory capital of
“authorized institutions” (as defined in the Banking Ordinance
(Cap. 155) of Hong Kong) incorporated in Hong Kong as
published by the Monetary Authority.

A “Capital Disqualification Event” shall be deemed to have
occurred if HBAP determines, at any time after the Drawdown
Date, that there is a change in the regulatory treatments of the Loan
that results in or will result in:

(a) its exclusion in whole or in part from the regulatory capital of
the Group;

(b) its reclassification in whole or in part as a form of regulatory
capital of the Group that is lower than Tier 1 capital (if any);
or

(c) its ceasing to be eligible as an Additional Tier 1 capital
instrument.

“Group” means HBAP and its consolidated subsidiaries.

“Tier 1 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

: HBAP may only exercise its right to repay the Loan pursuant to

“Early Repayment”, “Early Repayment for Taxation Reasons” and
“Early Repayment following Capital Disqualification Event”
above if:

(i) it has obtained prior permission from the *“Monetary
Authority” as appointed under section 5A of the Exchange
Fund Ordinance (Cap. 66) of Hong Kong thereto (the
“Monetary Authority”) for the repayment of the Loan, if and
to the extent such permission is required by the Banking
(Capital) Rules at such time; and

(i) HBAP has complied with any other requirements contained in
the Banking (Capital) Rules then in force which relate to the
repayment of the Loan.





Status

Security

Set-Off

In the case of a winding-up, claims against HBAP in respect of the
Loan shall be subordinated to the claims of all Relevant Creditors.
Accordingly, in the case of a winding-up, claims in respect of the
Loan will only be satisfied after the claims of Relevant Creditors.

Except in the case of a winding-up, HBAP's obligations to repay
principal or pay interest or any other amounts in respect of the
Loan are conditional upon its being able to make such repayment
or payment and HBAP remaining Solvent immediately thereafter.

For the purposes of the Loan:

“Assets” means HBAP's unconsolidated gross assets, as shown in
the latest published balance sheet having the benefit of an
unqualified auditors' report.

“Liabilities” means HBAP's unconsolidated gross liabilities, as
shown in the latest published balance sheet having the benefit of
an unqualified auditors' report.

“Relevant Creditors” means any depositors, general creditors of
HBAP and any subordinated creditors of HBAP (including any
holders of Tier 2 capital instruments) other than those whose
claims are expressed to rank pari passu or junior to the claims of
HGHQ under the Loan.

“Solvent” means, in relation to HBAP, that:
(A)it is able to pay its debts as they fall due; and

(B)its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Relevant Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of principal
and interest in respect of the Loan).

“Tier 2 capital” has the meaning given to it by the Banking
(Capital) Rules from time to time.

“Tier 2 capital instruments” means any instruments issued by
HBAP or subordinated loans entered into by HBAP as borrower
which constitute Tier 2 capital under the Banking (Capital) Rules.

No security is required to be provided by HBAP in respect of any
of its assets or undertakings in connection with its liability under
the Loan.

HGHQ hereby waives, to the fullest extent permitted by applicable
law, any right to set-off any amount of interest, principal or any
other amounts due under the Loan against any amounts owed to
HBAP by HGHQ and waives, to the fullest extent permitted by
applicable law, any right to counterclaim for any amount of
interest, principal or any other amounts due under the Loan in any
action by HBAP against HGHQ in respect of any amount owed to





Non-Viability

HBAP by HGHQ. If HGHQ recovers any amount in respect of
principal, interest or any other amounts due on the Loan (the
“original debt”) by virtue of the application of any relevant rules
of mandatory set-off applicable under Hong Kong Special
Administrative Region (“Hong Kong”) law in circumstances
where the claims of any Relevant Creditors remain outstanding,
HGHQ shall pay an amount equal to whichever is the lesser of the
amount so recovered and the aggregate amount of the claims of
Relevant Creditors then remaining outstanding to the liquidator of
HBAP upon trust for such Relevant Creditors. HGHQ may rely
upon a certificate of the liquidator for the purpose of determining
whether or not any claims of Relevant Creditors remain
outstanding and if so their amount or aggregate amount. HGHQ
shall not be obliged to concern itself with the distribution by the
liquidator of any payment so made to the liquidator. To the extent
of any payment so made, the original debt shall be treated as if it
had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall
irrevocably (without the need for the consent of HGHQ) reduce the
then prevailing principal amount and any accrued but unpaid
interest of the Loan to nil (such reduction being referred to herein
as the “Write-off”, and “Written-off” shall be construed
accordingly).

Once the principal amount of, and any accrued but unpaid interest
under, the Loan has been Written-off, it shall not be restored under
any circumstances, including where the relevant Non-Viability
Event ceases to continue. Following any Write-off, HGHQ will be
automatically deemed to waive irrevocably its right to receive, and
no longer has any rights against HBAP with respect to, any
repayment or payment of any amount of principal or (as the case
may be) interest under the Loan which has been so Written-off and
HBAP shall have no obligation to pay or repay any such amount
of principal or (as the case may be) interest in respect of the Loan.

HBAP shall notify HGHQ upon the occurrence of a Non-Viability
Event or as soon as it becomes aware that a Non-Viability Event
may or will occur. Such notice will include details of the Non-
Viability Event and details of the Write-off including the date on
which Write-off is to occur (a “Non-Viability Event Notice™).

Failure by HBAP to deliver a Non-Viability Event Notice to
HGHQ shall not invalidate any Write-off.

For the purposes of the Loan:
“Non-Viability Event” means the earlier of:





Default

(i) the Monetary Authority notifying HBAP in writing that the
Monetary Authority is of the opinion that a Write-off is
necessary, without which HBAP would become non-viable;
and

(ii) the Monetary Authority notifying HBAP in writing that a
decision has been made by the government body, a government
officer or other relevant regulatory body with the authority to
make such a decision, that a public sector injection of capital
or equivalent support is necessary, without which HBAP
would have become non-viable.

. The only events that will constitute an “event of default”

applicable to the Loan will be the occurrence of (i) a Winding-up
Event or (ii) a Non-payment Event. For the avoidance of doubt, a
Non-Viability Event will not constitute an event of default.

Upon the occurrence of a Non-payment Event, HGHQ’s sole
remedy will be to petition for the winding-up of HBAP in Hong
Kong and HGHQ waives all other remedies, including without
limitation, any right to institute any other proceedings, in respect
of any interest or principal or any other amounts due under the
Loan or in respect of any breach by HBAP of any obligation,
condition or provision of the Loan.

Upon the occurrence of a Winding-up Event, HGHQ's sole remedy
will be to prove in the winding-up of HBAP and/or claim in the
liquidation of HBAP for payment of the principal amount of the
Loan and any other amounts due under the Loan.

For the purposes of the Loan:

A “Winding-up Event” will occur if (i) a court of competent
jurisdiction in Hong Kong makes an order for HBAP’s liquidation
or winding-up which is not successfully appealed within 30
calendar days of the making of such order, or (ii) HBAP’s ordinary
shareholders adopt an effective resolution for its winding-up (other
than, in the case of either (i) or (ii) above, under or in connection
with a scheme of reconstruction, merger or amalgamation not
involving a bankruptcy or insolvency).

A “Non-payment Event” will occur if default is made for a period
of 14 days or more in the payment of any interest or repayment of
any principal due on the Loan. For the avoidance of doubt, no
interest will be due and payable if such interest has been cancelled
or deemed to be cancelled (in each case, in whole or in part) in
accordance with the terms of the Loan (and no Non-payment Event
will occur or be deemed to have occurred as a result of such
cancellation or deemed cancellation (in each case, in whole or in

part)).





Interest  Payment
Dates

Discretionary

Interest Payments

Restriction on
Interest Payments

. 20 March, 20 June, 20 September and 20 December in each year,

commencing on 20 March 2019; provided, however, that, if any
Interest Payment Date would otherwise fall on a date which is not
a Business Day (as defined below), it will be postponed to the next
Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding
Business Day

HBAP may elect at its full discretion at any time and for any reason

to cancel (in whole or in part) the interest otherwise scheduled to

be paid on an Interest Payment Date, specified Interest Payment
Dates or for an unlimited period.

If the payment of interest scheduled on an Interest Payment Date
is so cancelled, HBAP shall not have any obligation to make such
interest payment on such Interest Payment Date and the failure to
pay such amount of interest or part thereof shall not constitute an
event of default by HBAP for any purpose. Any such interest will
not accumulate or be payable at any time thereafter (or be due) and
HGHQ shall have no right thereto whether in a winding up of
HBAP or otherwise.

Except to the extent permitted in the following paragraph in respect
of partial interest payments, HBAP shall not be required to make
(and shall not make) an interest payment on any Interest Payment
Date (and such interest payment will therefore be deemed to have
been cancelled and thus will not be due and payable on such
Interest Payment Date) if (i) HBAP does not have sufficient
Distributable Items on such Interest Payment Date, (ii) the
Monetary Authority directs HBAP to cancel such interest payment
(in whole or in part) or (iii) applicable Hong Kong banking
regulations or other requirements of the Monetary Authority
prevent the payment in full of such interest payment when due.

HBAP may, in its sole discretion but subject to (ii) and (iii) above,
elect to make a partial interest payment on the Loan on any Interest
Payment Date, only to the extent that such partial interest payment
may be made from any Distributable Items on such Interest
Payment Date. For the avoidance of doubt, the portion of interest
not paid on the relevant Interest Payment Date will be deemed to
have been cancelled and thus will not be due and payable on such
Interest Payment Date.

For the purpose of the Loan, “Distributable Items” means:

(i) the amounts for the time being available to HBAP for
distribution as a distribution in compliance with section 297 of
the Companies Ordinance (Cap. 622) of Hong Kong, as
amended or modified from time to time, as at the date of
HBAP’s audited balance sheet last preceding the relevant





Interest Period

USD LIBOR

Day Count Fraction

London  Banking
Day

Business Day

Alteration

Interest Payment Date, and subject to the Monetary Authority’s
then current Banking (Capital) Rules as applicable to HBAP
on the relevant Interest Payment Date (the “Available
Amount”); provided that if HBAP reasonably determines that
the Available Amount as at any Interest Payment Date is lower
than the Available Amount as at the date of HBAP’s audited
balance sheet last preceding the relevant Interest Payment Date
and is insufficient to pay the interest payment on the relevant
Interest Payment Date, then on certification by two Directors
and the auditors of such revised amount, the Distributable
Items shall for the purposes of such interest payment mean the
Available Amount as set forth in such certificate; or

(it) such other amounts available for the payment of interest on the
Loan pursuant to the Banking (Capital) Rules as at the relevant
Interest Payment Date.

Each period beginning on (and including) the Drawdown Date or
any Interest Payment Date and ending on (but excluding) the next
Interest Payment Date is herein called an “Interest Period”.

Means, in relation to any Interest Period, the rate for 3-month
deposits in United States Dollars which appears on the display
page designated LIBORO1 on Reuters (or such other page as may
replace that page on that service, or such other service as may be
nominated as the information vendor, for the purpose of displaying
comparable rates) as of 11.00 a.m. (London time) on the second
London Banking Day before the first day of that Interest Period;
provided, however, that if such rate does not appear or under other
conditions as agreed by HBAP and HGHQ, then USD LIBOR for
that Interest Period shall be determined on such other basis as
HBAP and HGHQ shall agree.

In respect of the calculation of an amount for any period of time
(the “Calculation Period”) during the Interest Period, the actual
number of days in the Calculation Period divided by 360. Interest
on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general
business (including dealings in foreign exchange and foreign
currency deposits) in London.

Means a day on which commercial banks and foreign exchange
markets settle payments and are open for general business
(including dealings in foreign exchange and foreign currency
deposits) in London, New York City, and Hong Kong.

HBAP and HGHQ may amend or modify the terms of the Loan,
and HGHQ may waive any proposed breach or breach of the terms





Hong Kong
Resolution
Authority Power

of the Loan, provided that (i) any such amendment or modification
is in writing and signed by HBAP and HGHQ); and (ii) HBAP has
notified the Monetary Authority of such amendment, modification
or waiver and/or obtained the prior consent of the Monetary
Authority (if such notice and/or consent is then required by
applicable law or regulation).

Notwithstanding any other term of the Loan, or any other
agreement or arrangement, by agreeing to the terms of the Loan,
HGHQ shall be bound by and its rights subject to, and shall be
deemed to agree and acknowledge that it is bound by and its rights
are subject to, the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority without
prior notice and which may include (without limitation) and result
in any of the following or some combination thereof:

(i) the reduction or cancellation of all or a part of the principal
amount of, or interest on, the Loan;

(ii) the conversion of all or a part of the principal amount of, or
interest on, the Loan into shares or other securities or other
obligations of HBAP or another person (and the issue to or
conferral on the holder of such shares, securities or
obligations), including by means of an amendment,
modification or variation of the terms of the Loan; and

(iii) the amendment or alteration of the maturity of the Loan or
amendment or alteration of the amount of interest payable on
the Loan, or the date on which the interest becomes payable,
including by suspending payment for a temporary period, or
any other amendment or alteration of the terms of the Loan.

With respect to (i), (ii) and (iii) above, references to principal and
interest shall include payments of principal and interest that have
become due and payable, but which have not been paid, prior to
the exercise of any Hong Kong Resolution Authority Power. The
rights of HGHQ under the Loan are subject to, and will be amended
and varied, if necessary, solely to give effect to, the exercise of any
Hong Kong Resolution Authority Power by the relevant Hong
Kong Resolution Authority.

No repayment of the principal amount of the Loan or payment of
interest on the Loan shall become due and payable or be paid after
the exercise of any Hong Kong Resolution Authority Power by the
relevant Hong Kong Resolution Authority unless, at the time that
such repayment or payment respectively, is scheduled to become
due, such repayment or payment would be permitted to be made
by HBAP under the laws and regulations applicable to HBAP and
the Group.





Taxation

Upon the exercise of any Hong Kong Resolution Authority Power
by the relevant Hong Kong Resolution Authority with respect to
the Loan, HBAP shall provide a notice in writing to HGHQ as soon
as practicable regarding such exercise of the Hong Kong
Resolution Authority Power.

Neither the reduction or cancellation, in part or in full, of the
principal amount of, or interest on the Loan, the conversion thereof
into another security or obligation of HBAP or another person, or
any other amendment or alteration of the terms of the Loan as a
result of the exercise of any Hong Kong Resolution Authority
Power by the relevant Hong Kong Resolution Authority with
respect to HBAP nor the exercise of the Hong Kong Resolution
Authority Power by the relevant Hong Kong Resolution Authority
with respect to the Loan shall constitute an event of default.

For the purposes of the Loan:

“Hong Kong Resolution Authority Power” means any power
which may exist from time to time under the Financial Institutions
(Resolution) Ordinance (Cap 628) (“FIRO”) (including, for the
avoidance of doubt, powers under Part 4 and Part 5 of FIRO), or
any other laws, regulations, rules or requirements relating to
financial institutions (including licensed banks, deposit-taking
companies, restricted licence banks, banking group companies,
insurance companies and/or investment firms incorporated in or
authorised, designated, recognised or licensed to conduct regulated
financial activities in Hong Kong) in effect and applicable in Hong
Kong to HBAP or other members of the Group, as the same may
be amended from time to time (whether pursuant to the FIRO or
otherwise), and pursuant to which obligations of a licensed bank,
deposit-taking company, restricted licence bank, banking group
company, insurance company or investment firm or any of its
affiliates can be reduced, cancelled, transferred, modified and/or
converted into shares or other securities or obligations of the
obligor or any other person; and

“relevant Hong Kong Resolution Authority” means any
authority with the ability to exercise a Hong Kong Resolution
Authority Power in relation to HBAP from time to time.

. All payments by HBAP of interest in respect of the Loan will be

made without withholding or deduction for or on account of any
taxes, duties, assessments or governmental charges of whatever
nature, present or future, as are imposed or levied by or on behalf
of Hong Kong (or any authority or political subdivision therein or
thereof having power to tax) unless HBAP is required by law to
withhold or deduct any such taxes, duties, assessments or
governmental charges.

10





Governing Law

In that event, HBAP will pay such additional amounts in respect of
any payments of interest in respect of the Loan as may be necessary
in order that the net amounts of interest in respect of the Loan
received by HGHQ after such withholding or deduction shall equal
the respective amounts of interest which would have been received
in respect of the Loan in the absence of such withholding or
deduction.

. The Loan shall be governed by, and construed in accordance with,

Hong Kong law.

The courts of Hong Kong have exclusive jurisdiction to settle any
dispute (a “Dispute”), arising out of or in connection with the Loan
(including a dispute regarding the existence, validity or
termination of the Loan or any non-contractual obligation arising
out of or in connection with the Loan) or the consequences of its
nullity.

HBAP and HGHQ agree that the courts of Hong Kong are the most
appropriate and convenient courts to settle any Dispute and,
accordingly, that shall not argue to the contrary.

This letter may be executed and delivered in any number of counterparts, each of which is
an original and which, together, have the same effect as if each party had signed the same

document.
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If you agree to the terms set out in this letter, please sign and return the enclosed copy of
this letter on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc
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MEMORANDUM OF ACCEPTANCE

To:  HSBC Holdings plc

We hereby agree to the terms of the perpetual loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date:
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OFFERING CIRCULAR. A copy of this document, which constitutes listing particulars with regard to the Bank in seenrdance with The Stock
Exchange {Listing) Regolations 1984 made under the Emropean Communities Act 1972, has been delivered for registration (o the Registrar of
Companies in England and Wales as required by Regulation 7(5) of those Regulations. The listing particulars have been approved by the Council of
The Stock Exchange of the United Kingdom and the Hepublic of Ireland (" The Stock Exchange™].

4Y)
VN4

The Hongkong and Shanghai Banking
Corporation

{tncorporated in Hong Kong with limited liability)
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The U.S.$400,000.000 Primary Capital Undated Floating Rate Notes (Third Series) (the “Notes™)
will bear no final maturity. The Notes may be redeemed at the option of The Hongkong and Shanghai
Banking Corporation (the “Bank™) at their principal amount in the event of certain changes affecting
\axation on any Interest Pavment Date (as hereafier defined) and otherwise on any Interest Payment
Date falling after the fifth anniversary of the date of issue of the Notes,

The Notes will be unsecured obligations of the Bank and the rights of the Noteholders will be
subordinated to the claims of Senior Creditors (as defined herein) ranking in point of subordination pari
passi with the holders of the U.5.$400,000,000 Primary Capital Undated Floating Rate MNotes and
11.5.$400,000,000 Primary Capital Undated Floating Rate Notes (Second Series) of the Bank. Payments
of principal and interest will be conditional upon the Bank being solvent at the time of payment by the
Bank, and no principal or interest shall be pavable in respect of the Notes except to the extent that the
Bank could make such pavment and still be solvent immediately thereafier.

Application has been made 1o the Council of The Stock Exchange for the Notes 1o be admiited to
the Official List. Anv such admission will be conditional upon the issue of the Global Note referred to
below and the issue of the Notes may be cancelled if the Global Note is not so issued.

The Notes will be represented initially by a Global Note, without interest coupons, which will be
deposited with a common depositary for Morgan Guaranty Trust Company of New York, Brussels office,
as operator of the Euro-clear System and for Cedel S.A. at the closing (which is expected to be on or
about 9th July, 1986) and which will become exchangeable for definitive Notes, with interest coupons
(and one talon for further coupons) attached, not earlier than the expiration of 90 days following
completion of the distribution of the Notes, as determined by Morgan Guaranty Ltd, upon certification
of non-United States beneficial ownership,

The Notes have not been and will not be registered under the Securities Act of 1933 of the United
States of America and may not be offered or sold, directly or indirectly, in the United States or to any
1.S. person as part of the distribution of the Notes (see “Subscription and Sale™ below). Furthermore
the Notes may not be offered in Hong Kong (except by persons permitied to do so under the securities
laws of Hong Kong) otherwise than 10 persons whose business involves the acquisition and disposal, or
the holding, of securities whether as principal or as agent.

Al the close of business in London on 25th June, 1986 the mid-rate of exchange between the Hong
Kong dollar and the United States dollar was U.S.51 = HKS$7.8100.
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THIS CARD IS CIRCULATED TO GIVE DETAILS OF AN ISS5UE BY THE HONGRONG AND SHANGHAI BANKING
CORPORATION AND SHOULD BE RETAINED FOR REFERENCE PURPOSES.

HON-HT 41  THE HONGKONG AND SHANGHAI BANKING HON
CORPORATION

{Incorporated in Hong Kong with limiced liability)

1.5.5400,000,000
PRIMARY CAPITAL UNDATED FLOATING RATE NOTES
(THIRD SERIES)
fthe "Note17)

The issue price of the Notes i 100 per cent. of their principal amount and the minimum rate of Intorest Is
5 per cent. por annwm until July 1991

The Hongkong and Shanghai Banking Corpartion (the *Bank™) is the person responsible for the information contained in
this document. To the best of the knowledge and belief of the Bank (which has 1aken all reasonable care to ensure that such |s the
case) the information contained in this document is in accordance with the facts and does not omit anything likely 1o affect the
import of such information. The Bank accepts responsibility accordingly,

/ Al references heretn to “dollars”, “$" or “cents” are, unlews the context otherwise roguires, fo the currerey of the United States
of Amterica.

The Notes will be represented initially by a single temporary Global Note (the *Global Note™) withoul interest coupons which
will be deposited with a common depositary for & n Guaranty Trust Company of NMew York, Brussels office, as operntor of
the Euro-clear Sysiem (*Euro-clear™) and for Cedel S.A. on or about 9th July, 1986, Eura-clear or, 45 the case may be, Cedel §.A,
will credit ench subscriber with i principal amount of Notes equal ta the principal amount thereol subscribed and paid for by such
subscriber. The Global Note is expected 1o be exchangeable into definitive Notes in bearer form in the denomination of §5,000
or $ 100,000 with, at the date of issue, coupans (and one 1alon for further coupons) attached, not earlier than the dae lhc"&uhurﬁ:
Date”) 50 days after the completion of the distribution of the Notes, as determined by Morgan Guaranty Lid. On or after the
Exchange Date, a holder of record of Notes may obtain definitive Notes upon presentation of o certificate that the benefictal owner
is not a LS. person (s defined in “Subscription and Sale™ below). Any interest payable on the Global Note before the Exchange
Date will be paid to Euro-clear or, as the case may be, Cedel S.A. which will credit 1o the account of a person entitled 1o receive a
definitive Note (ns shown by their respective records) the amount of interest due on that Note only upon receipt of o centificate
1o the effect that the beneficial owner of the Note is not a ULS. person.

Except as described herein in relation 1o Grear Britin, no action has been or will be taken by the Bank or the Munagers (a8
defined herein) that wuu]dgmlit a public offering of the Notes or the circulation or distnbution of this document or any offering
muaterial in relation to the Bank or the Notes in any country or junisdiction where action for that purpose 1s required.

The creation and issue of the Noles was authonsed by a resolution of a duly authorised committee of the Board of Directors
of the Bank passed on 23rd June, 1986,

TERMS AND CONDITIONS OF THE SOTES

The following, subject 10 alieration in the Tryst Deed fas defined below), are the terms and conditions of the Notes substantialfy
in the form in which they will appear on the Noter—

The U.5. $400,000,000 Pritnary Capital Undated Floating Rate Notes (Third Serics) (the “Notes™) issued by The Hongkong
and Shanghai Banking Corporation (the “Bank”) are constituted by a Trust Deed dated 9th July, 1986 (the “Trust Deed™) made
between Bank The Law Debenture Trust Corporation p.Lc {the “Trustee™, which expression shall wherever the context
s0 admits include such company and all other persons or companies for the time being trustee or trustees thereof). The Trustee
shall act as trustee for the holders of the Notes (the *Noteholders™) in eccordance with the provisions of the Trust Deed. Copies
of the Trust Deed are available for iﬂsfmﬁmm the regigtered office {or the time being of the Trustee (presently at Estates House,
66 Greshnm Street, London EC2V THX) and at the specified offices of each of the Paying Agente referred to below. The Noteholders
and the holders of the Coupons referred 1o below (the “Couponholders™) are entitled to the benefit of, are bound by, gnd are
desmed 1o have notice of all provisions contained in the Trust Deed.

1. Title and Denominations

Title o the Notes and to the Coupons and talon for further coupans appertaining thereto (together, where the context so
permits, “Coupons™) shall pass by dchve? The bearer af any Noie and the bearer of any Coupon shall be decmed 1o be, and shall
be treated as, the absolute owner thereof for the purpose of receiving pavment thereof or on account thereof (notwithstanding any
nngc‘g. of ewnership or writing thereon made by anvone) and for all other purposes whether or not such Note or Coupon shall be
overdie.

The Notes, which are senally numbered, mﬁisziismad i the form of 2, 800 bearer notes in the depomination of 17.5.% 100,000

and 24,000 bearer notes in the denomination of 5,000 Noies of one denomination will not be exchangeable for Motes of the.
other denomination.

2, Status and Subordination

The Notes and the Coupons constitute unsecured obligations of the Bank, conditional as described below, and rank pari passu
without any preference among themselves.

The nghts of the Noteholders and Couponholders are subordinated to the claims of Senior Creditors {as defined below) and
accordingly paymenits of principal and interest are conditional upon the Bank being solvent at the time o c?aymnm the Bank
and no i:ln.nmpal or interest shall be pavable in respeci of the Notes except 1o the extent that the Bank coul make such payment
and still be solvent immediately thereafier. For the purpose of this Condition the Bank shall be solvent 'tl'[iy_[ is able to pay its
debts as they fall due and (i) its Assels exceed its Liabilities {other than its Lizbilitics to persons who are not Senior Creditors), A
report as (o the solvency of the Bank by two Executive Directors of the Bank or (in certain circumstances as provided in the Trust
Deed) the auditors of the Bank or (if the Bank is in winding-up in Hong Kong) its liquidator or (if the Bank is dissolved pursuant
to The Hongkong and Shanghai Banking Corporation Ordinance and/or The Hongkong and Shanghni Bank Regulations cach as
in force from lime to time (logether the *Bank’s Regulations™)) the Board of Directors of the Bank, shall in the o ce of proven
error be treated and accepted by the Bank, the Trustee and the Notcholders and Cou Iders as correct and sufficient evidence
thereof, The Notcholders are creditors of the Bank whose claims rank in point of subordination pari passu with the claims of the
holders of the U.5.5400,000,000 Primary Capital Undated Floating Rate Notes and the [1.5.5400,000,000 Primary Capital Undated
Floating Rate Notes (Second Series) of the Bank.






If at any time an order is made or an effective resolution is passed for the winding-tup in Hong Koag of the Bank or the Bank
is dissolved pursuant to the Bank's Regulations, there shall be payable in respect of the Notes and on the Coupens for Interest
Payment Dates (as defined herein) falling prior 1o the date of commencement of the windin or dissalution {in liew of any
other payment), but subject as provided in this Condition, such amount, if any, as would have payable (o the holders thereofl
if, on the day prior to the commencement of the winding-up or dissolotion and thereafier, such holders were the holders of
preference shares in the capital of the Bank forming or being part of a class having a preferential right to & return of pssets in the
winding-up or dissolution over the holders of all other classes of shares for the time being in the capital of the Bank entitled to
receive on a return of assets in such winding-up or dissolution (in the case of holders of Notes) an amownt equal 1o the principal
amaunt of the Notes together with interest (if any) accrued since the Interest Paj:rn:nt Date next preceding or comciding with the
commencement of such winding-up ar dissolution and (in the case of the hol of such Coupons) the interest accrued 10 the
relevant Interest Payment Date.

For the purposes of these Conditions, *Senior Creditors™ means creditors of the Bank (i) who are depositors or other
unsubordinated ereditors of the Bank or (i1) whose claims are. or are expressed to be. subordinated (whether only in the event of
the winding- r'p or dissalution of the Bank or otherwise) to the claims of depositors and other unsubordinated creditors of the
Bank but not further or otherwise or (i) who are other subordinated creditors of the Bank except those whose claims are expressed
1o rnk pard passu with or junior to the claims of the Noteholders; “Assets™ means the total assets of the Bank ancd “Liabilities”
mieans the total linbilities of the Bank, all as shown by the lates published audited balance sheet of the Bank but adjusted for
contingencies and for subsequent cvents, all valued in such manner as such Executive Directors, the auditors, the liguidator or
the Board of Directors of the Bank (as the case may be) may determine.

N.B. The abligations of the Bank in respect of the Notes and the Coupora are conditfonal vpon the Bank being Solvidl
immediately before and after payment by the Bank ‘l{ this condition is not mu.i..l‘]’;ﬂ. any amotnts which might othervise have
been aflocated in or towards payment of principal and interest in respect of the Notes may be used 1o alisort losses.

3. Interest
{a} Peniod of Acerual of Interest and Coupons

The Notes bear interest from the Issue Date (which expression means Sth July, 1986 ﬂn'f[,fpa}'mrm to the Hank is doferred
ay permitted (n the Subscription Agreenment referred 1o below, such later date as shalf be the date on which payverient to the Bank
is tade, being not later than 23ed July, 1986). On issue, Coupons are attached hereto and interest payments shall be made against
surrender of the appropriate Coupons in accordance with and subject to the provisions of Condition 5, After all the Coupons
attached to or issued in respect of a Note have matured further Coupons and one further talon will {subject to Condition 5) be
issucd against presentation of the relevant wlon, Interest on each Note shall cease to acerue from the date fised for redemption
thereafl unless, upon due prescntation, payment of principal is improperly withheld or refused or is not made by reason of
Condition 2. After such date for redemption any unmatured Cnu?::m{whi:h expression shall mean Coupons maturing on Interest
Payrment Dates falling after such date for redemption but, for the avoidance of doubt, shall not include C‘uuﬂom maturing on
Interest P:limml Dxates filling on or before such date in respect of which intercst has not been paid by the Bank) relating to such
Mote (whether or not attached therelo) shall become void.

{b) Interest Payment Dates, Interest Periods and Arrears of Interest -

Interest on the Notes shall pcerue from d.u}- to diy and shall (subject 1o Condition 2) be payable on each Compulsory Interest
Payment Date (o5 defined below) in respect of the interest scorued in the Interest Period (a4 defined below) ending on the day
immediately preceding such date, On any Optional Interest Payment Date (as defined below) there may be paid {if the Bank so0
clects and gives not less than 30 days’ notice of such election to the Noteholders in accordance with Condition 12) the interest
wecrued in the Interest Period ending on the day immediately preceding such date but the Bank shall not have any obligation to
muke such payment and any failure to pay shall not constitate a defanlt by the Bank for any purpose, Any interest not pald on an
Optional Interest Payment Date in respect of which the Bank has not so elected shall, so long as the same remains unpaid,
constitute “Arrears of Interest”. Arrears of Interest may at the option of the Bank be paid i whole or in part at any time upon the
expiration of not less than seven days’ notice 1o such effect given 1o the Noteholdens in sccordance with Condition 12, but all
Arrears of Interest on all Notes ouistanding shall (subject 1o Condition Ili become due in full on whichever is the earlicst of (i) the
date upon which a dividend is next paid on any class of share capital of the Bank, (i) the date set for any rud;m;g:nu of any of
the Notes purssant to Condition 4{a) or 4(b) or (iii) the commencement of & winding-up or the dissolution of the Bank. [ notice
is given by the Bank of its intention to pay the whole or part of Arrears of Interest, the Bank shall be obliged (subject 1o Condition
1o do so upon the expiration of such notice, Arrears of Interest shall not themselves bear interest.

For the purposes hereal the expressions following have the following meéaninge—

*Interest Payment Date” means the date falling three months after the Issue Date and thereafier each date which falls three
calendar months after the immediately preceding Interest Payment Date. [fany Interest Payment Date would otherwise {all
on a day which is not 2 business dafait shall be postponed to the next day which is a business day unless it would thereby fnll
in the next calendar month. In the latter event the mmwx Date shall be the immediately preceding day which isa
business day and each subsequent Interest Payment Date be the last business day of the third calendar month afier the
calendar month in which the preceding Tntercst Payment Date shall have fallen.

*Compuisory Interest Payment Date” means any Interest Payment Dateif in either of the two immediately preceding Interesy
Periods, any dividend has been declared or paid on any class of share capital of the Bank.

“Diptional Interest Payment Date™ means any Interest Payment Date other than a Compulsory Interest Payment Date.

“Trterest Period™ means the period from and including one Interest Payment Date (or the Issue Date) to but excluding the
nexl (or first) Interest Payment Date

:‘bi:s:incss dav" means (but not for Condition 3 (b)) a day on which banks and forcign cxchange markets are apen for business:
in both London and New York City.
{c} Rateand Amount of Interest )
The rate of interest from time to time payable in respect of the Notes (the "Rate of Interest™) shall be determined by the Agent
Bank (as described in Condition 3 (h) below) on the basis of the following provisions—

(i) On the second business day prior to the commencement of each Interest Period (“Interest Determination Date™), the
Apent Bank will request the principal London offices of the Reference Banks (as described in Condition i{hli below) to
provide the Agent Bank with their bid and offered quotations to leading banks for deposits of 15, dollars in the London
inter-hank market for such Interest Period as at 11.00 am (London time) on the Interest Determination Date in

uestion. The Rate of Interest for such Interest Period shall. subject as provided below, be ¥ per cent. per annum above
the evernge (rounded upwards if necessary 1o the nearest Y per cent.) of the mean of the bid and offered quotations of
such Reference Banks
(i} If on any lnterest Delerminanon Date only two or three of the Reference Banks provide the Agent Bank with such
quotntions, the Rate of Interest for the relevant Interest Pertod shall be determined in accordance with (i) above on the
basis of the quotations of the Reference Banks providing such quotations.

(i) If on any Interest Determination Date fewer than two of the Reference Banks provide the Agent Bank with such
quotations, the Rote of Interest for the relevant Interest Period shall, subject as provided below, be the Rate of Interest
in cffect on the tast day of the immediately preceding Interest Period. provided that (1) ifon any day during the relevant
Interest Period prior 1o ihe seventh business day before the relevant Interest Payment Date the Agent Bank determines
that 51 least two of the Reference Banks are quoting bid and offered rates for three-month U.S. d deposits to leadi
banks in the London inter-bank market, then the Agent Bank shall determine a new Rate of Interest (the “Substituled
Rate™ by application {mutatis mutandis) of the provisions set out in (i) or (i) above, a5 the case may be, and (2) the
Rate of [nterest ly applicable to such Interest Period shall apply in respect of such Interest Period from and
including the first day thereof up to but excluding the second husiness day after the day upon which the Substituted
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Rate is determined and the Substituted Rate shall apply from and including such second business day up to but
excluding the next Interest Payment Date.

(iv} In no event shall the Rate of Interest for any Interest Perind ending on or prior to 315t July, 1991 be less than 3 per
CEnL per annum.

(d) Determination of Rate of Tnterest and Coupon Amounts
The Aﬁtm Bank shall, as soon a5 practicable after cach Interest Determination Date, determine and nulil;]"m the Bank, the
Trustee and the Principal Paying Agent (28 defined in the Trust Deed) (1) the Rate of Interest applicable to the Interest Period
immediately succeeding such Interest Determination Date and (2) the dollar amount payable on presentation of each Coupon in
t of Notes of cach denomination (the “Coupon Amounis™) pertaining to such Interest Period. The Coupon Amounts shail
be calculated by applying the Rate of Interest 1o the principal amount of ane Note of cach denomination, multiplying such sum
b the actual number o /s in the Interest Period divided by 360 and rounding the resultant figure to the nearést cent (half a
cent being rounded up ). The Agent Bank shall also, as soon a4 practicable after determining any Substituted Rate under
Condition 3 {c)iii) above, notify such rate to the Bank, the Trustee and the Principal Paying Agent and determine and so notify
the revised Coupon Amiounts for the relevant Interest Period.

(e} Publication of Rate of Interest and Coupon Amounts _

The Agent Bank shall cause the Rate of Interest (and any Substituted Rate) and the Coupon Amounts (and any revised
Coupon Amounts) for each Interest Period and the relevant Interest Payment Date to be notified 1o The Stock Exchange of the
United Kingdom and the Republic of Treland (*The Stock Exchange™) so long as the Notes are listed thereon and to be published
in necordance with Condition 12. The Coupon Amounts and Interest Payment Date so published may subsequently be amended
with the consent of the Trustee {or appropriate alternative armngemenits made with the consent of the Trustee by way of adjustment)
without notice in the eventl of an extension or shortening of the Interest Period.
() Determination or Calculntion by Trusiee

[ for any reason the Agent Bank does not at any time determine the Rate of Interest or the Coupon Amounts in accardonee

with Conditions 3(c) and (d) above, the Trusiee shall determine the Rate of Interest at such rate as, in its absolute discretion
(hoving such ws it shall think fit 10 the procedure described in Condition 3{¢) above), it thinks fit or, as the case may be, the
Trusiee shall calculate the Coupon Amounts in such manner as it shall deem fair and reasonable in all the circumstanees and such
determination or calculation shall be deemed 10 have been made by the Ageni Bank.
ig) Noufications to be final

All notifications, opinions, delerminations, certificates, calculations, quotations and decisions given, expressed, made or
obtained for the purﬂm of the provisions summarised under this Condition 3. whether by the Reference Banks (or any of them),
the Agent Bank ar the Trustee, shall (in the absence of wilful default, bad faith or manilest error) be binding on the Bank, the
Reference Banks, the Agent Bank, the Trustee, the Principal Paying Agent, the Paying Aﬂ.enu and all Moteholders and
Couponholders and (subject as aforesaid) no liability 1o the Noteholders or Couponholders shall atach 1o the Reference Banks,
the Agent Bank or the Trusiee in connection with the exercise or non-cxercise by them of their powers, duties and discrelions.
th) Reference Banks and Agent Bank

The Bank shall procure that so 1n|15:1. any of the Notes 1s outstanding (as defined in the Trust Deed) there shall at all times
be four Reference Banks and an Agent Bank. initial Reference Banks shall be the principal London office of each of Morgin
Gruaranty Trust Company of New York, Etrl:lllii Bank PLC, The Royal Bank of Canada and The Bank of Tokyo, Lud. and the
initinl Agent Bank shall be Citibank, N.A. but the Bank may terminate the appointment nl'nﬁ'y of the Reference Banks or {(with
the prior approval of the Trustee) of the Agent Bank. In the event of the principal London office of any such bank being unable
or unwilling o continue to act as a Reference Bank or of Citibank, N_A. being unable or unwilling to continue to act as Agent
Bank, the Bank shall appoint such other bank as may be approved by the Trustes 1o sct as such in its place, The Agent Bank may
in addition resign its dutics as such provided that neither the resignation nor the removal of the Agent Bank shall take effect uniil
asuccessor approved by the Trustee has been appointed.

4, Redemption

The Bank shall not be at liberty to redeem the Notes except in acoordance with the following provisions of this Condition:—
(#) Hedemption for Taxation Reasons

If the Trustee is satisfied, immediately prior 1o the giving of notice to Noteholders hereinafter referred o, that on the
occasion of the next paymeni duoe in respect of the Notes or Coupons the Bank would for reasons outside its cantrol be
required 1o pay additional amounts in accordance with Condition 6, the Bank may, on any Interest Payment Daie, having
%u' en not more than 45 nor less than 30 days” notice 1o the Trustee and 1o the Noteholders in accordance with Condition

2, redeemn all (but not same only) of the Noles at their principal amount together with all Arrears of Interest (ifany). Upon
the expiration of such notice the Bank shall be bound, subject 1o Condition . to redeem the Notes at their principal amownt,
fh) Optional Redemption :

On having given not mare than 60 nor less than 30 duys’ notice to the Trustee and to the Notehalders in accordance
with Candition 12 the Bank may redeem all or, from time 1o time, some of the Notes on any Interest Payvment Date fallin
after the fifth mni\twag of the Issue Date, in cach case a1 their principal amount together with all Arrears of Interest (i
EIJ'I;} in respect of all of the Notes, Upon the expiration of such notice the Bank shall be bound, subject 1o Condition 2, to

such Notes at their principal amount.
{c) Purchases i — ;

The Bank or any of its subsidiarics may at any time purchase Notes in the open market or by tender (available to all
Noteholders alike) or by privaie treaty. In the case of parchases in the open market or by tender the price, exclusive of
expenses and accrucd interest. will not excesd the average of the middle market quotations of the Notes taken from The
Stock Exchange Daily Official List for the 10 dealing days before the purchase is made or, in the case of a purchase through
the open market, the market price, provided that it is not more than 3 per cent. gbove such average. In the case of purchases
by private treaty the price, exclusive of expenses and accrued mnterest, will not exceed 105 per cent. of the middle market
quotation of the Notes on The Stock Exchange (or, failing such quotation, by reference to such other quotation as may be
agreed between the Bank and the Trustee) at the close of busiess on the last day preceding the date of purchase. In
each case purchases will be made together with all unmatured Coupons relating thereto. No purchases of Notes may be
made by the Bank or any of its subsidiaries otherwise than in sccordance with this paragraph (c).

{d) Cancellation

All Notes redesmed or purchased s aforessid will be cancelled forthwith, together with all unmatured Coupons
atizched thereio or surrendered therewith, and may not be resold or re-issued.

{e) Drawings : ) - . . .

In the case of a partial redemption pursuant 1o Condition 4(b) above, Nofes to be redeemed will be selected individually
by lot and otherwise in a manner approved by the Trustee nol more than 75 days prior to the daie fixed for redemption
and a list of Notes called for redemption will be published in accordance with Condition 12 not more than 60 days nor less
than 30 days prior 1o such date.

References in this Condition 4 to the purchase of Notes shall not include the purchase of Notes in the ordinary course of
business of dealing in securitics or the purchase of Nofes otherwise than as beneficial owner.

5 Payments

(2} Payment of principal and imlerest in respect of Notes will (subject to Condition 2) be mode against presentution and
surrender of the relevant Note or Coupon at the specified office of anv of the Par'mg’ nts, by U.S, dollar cheque drawn on, or
by transfer 1o a U5, dollar account maintained by the pavee with, a hank in New York City, subject in all cases to any fiscal or
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other laws and regulations applicable to the Bank or the holder of the Note or Coupon in respect of such payment but withoul
prejudice to the provisions of Condition & Without prejudice 1o the generality of the foregomg the Bank reserves the right 1o

uire any person receiving any payment in respect afa Nole or a Coupon to provide a Paying Agent with such certification or
information as may be required 1o satisfy any applicable requirements of the United States federal income tax laws, [fany payment
i5 10 be made in respect of interest, the Interest Payment Date for which falls on or after the date on which the winding-up or
dissolution of the Bank commences or occurs as the case may be, such payment shall be made only 3&1“351 presentation of the
relevant Note, and the Coupon for any such Interest Payment Date shall be void. Each Note presented for redemption must he
presented together with all unmatured Coupons apperiaining thereto, failing which the Paying Agent 1o whom such Note 15
surrendered may require an indemnity in a form satisfactory to the Bank.

{h) If the date for pavment of any amount of principal or interest in respect of any Note is not at any place of payment 4
business day, then the holder thereof shall not be entitled to payment at that place of payment of the amount payable until 1he
next following day which is a business day at that place of pavyment and the holder shall not be entitled to any further intercst or
other payment in respect of any such delay. In this paragraph (b), “business day™ means any day on which banks are open for
business'in the relevant place of payment and (in the case of payment by transfer to a U.S. dollar account as referred to in Condition
5(u}) on which dealings 1n foreign currency may be carried on both in New York City and in such place of payment.

(¢) The initinl Paying Agents and their inital specified offices are set out below, The Bank reserves the right, subject to the
approval of the Trustee, at any time to vary or terminate the appointment of any Paying Agent and to appoint additional or other
Paying Agents, provided that it will at all times maintain a Paying Agent having a specified affice in Continental Europe and, so
long ns the Notes are listed on The Stock Exchange, a Paying Agent with a specified office in London. In addition, the Bank will,
if'so required by the Trustee, appoint a Paving Agent having a specified office in New York City if (i) the Bank shall have appoinied
Pu}'m?' nis outside the United States with the ressonable expectation that such Paying Agents would be able 10 make payment
af the full amoun of interest on the Notes (to ns sa entitled under applicable local law) in U5, dollars when due, (ii) payment
of the full amount of such interest by all such Paying Agents is il or eftectively precluded by exchange controls or other similar
restrictions, (iti) the Bank docs not within a reasonable period [as determined by the Trustee) appoint a Paying Agent i a
jurisdiction where such payment is nol illegal or so precluded and (iv) such payment is then E:‘rmiuui by United States law, Notice
of any such terminntion or qpﬁninlm:nt and of any changes in the specified offices of the Paying Agents will be given to the
Noteholders in accordance with Condition 12

6. Taxation

All payments of principal and/or interest in respect of Notes shall be made without withholding ot deduetion for or on gecount
of any FI‘EH‘I!H or {uture tax, duty or charge of whatsoever nature imposed or levied by or on behall of Hong Kong, or any authority
thercol or therein having power to tax, unless such withholding or deduction is required by law, In that event, the Bank shall pa
such additional amounts as will result (after such withholding or deduction) in the receipt by the holders of the sums which woul
e been receivable (in the absence of such uilhhngi‘nﬁ or deduction) from it in respect of their Notes and/or, i the case may
be, Coupons: except that no such additional amounts be payable with respect to any Note or Coupon presented for prymenti—

{a) by or on behalf of any holder liable 1o such tax, duty or charge in respect of such Note or Coupon by reason of such
holder having some connection with Hong Kong other than the mere holding of such Note or Coupon; or

fb) more than 30 days afier the Relevant Date except to the extent that the holder thereal would have been entitled 1o such
additional pmounts on presenting the same for payment at the expiry of such period of 30 days,

The "Relevant Date™ in respect of any pavment means the date on which such payment first becomes due or {if the full
amount of the moneys payable has not been duly received by the Principal Paying Agent or the Trustes on or prior to such due
date] the date on which notice is given to the Noteholders that such moneys have been so received.

Any reference in these Conditions 1o the principal and/orinterest in respect of the Notes shall be deemed 1o include a reference
to uny additional ameounts which may be payable under this Condition 6 or under any abligations undertaken in addition thereto
or in substilution therefor pursuant (o the Trust Deed

7. Events of Default and Enforcement

{a} Ifthe Bank shall not make payment in reepect of the Motes (in the case of any payment of principal) for o period of seven
days or mare after the due date for the same or (in the case of any payment of interest) for a penod of 14 days or more afier o
Compulsory Interest Payment Diate or any other date upon which the pavment of interest is compulsory, the Trustee may institute
proceedings in Hp.ugt]{ung{hut not elsewhere) for the winding-up of the HBank. For the purpose of this paragraph (a) only & payment
shall be deemed to be due or compuisory even if the condition se1 out in Condition 2 i3 not sausfied.

{b) The Trustee shall not be bound to take the action referred to in Condition 7(2) to enforce the obligations of the Bank in
respect of the Notes and Coupons uniess (1) it shall have been so requested by an Extraordinary Resolution of the Noteholders or
in writing by the holders of at least one-fifth in principal amount of the Notes then outstanding and (i) it shall have been
indemmificd to its stisfbction.

r{u? No Noteholder or Couponholder shall be entitled 1o proceed directly a inst the Bank unless the Trustee, having become
bound 50 to proceed, fils to do so in which case the Notsholder or Couponholder shall have.nﬂqe{ir such rights against the Bank as
those which the Trustee 15 entitled 10 exercise. No Notcholder or Couponholder shall be entitled to institute proceedings for the
winding-up or dissolution of the Bank, or 1o prove in any winding-up or dissalution of the Bank, except that if the Trustee, having
become bound to proceed against the Bank as aforesaid, fails 10 do so, or, being able 1o prove m any winding-up or dissolution of
the Bank, fuils to do so, then any such holder may, on giviog 2n indemnity satisfactory to the Trustee, in the name of the Trustee
[but not otherwise), himself institute procesdings for the winding-up in Hong Kong (but not elsewhere) of the Bank and/or prove
in any winding-up or dissolution of the Bank 1o the same extent (but not further or otherwise) that the Trustee would have been
entitled 50 to do in respect of his Notes and Coupons. No remedy against the Bank, other than the institution of proceedings for
the winding-up in Hong of the Bank or the proving ordmm;ﬂi;: any winding-up or dissolution of the Bank, shall be
available 1o the Trustee or the Noteholders or Conponholders whether for the recovery of amounts owing in respect of the Notes'
or Coupons or under the Trust Deed or in respect of any breach by the Bank ofany of its obligations under the Trust Deed or the
Notes (other than for recovery of the Trusiee’s remuneration or expenses).

R. Prescription
MNotes and [,'_'nrug?ns {excluding for this talons) will become void unless presented for payment within a period of 12
vears in the case of Notes and six years in the case of Coupons respectively from the Relevant Date (as defined in Condition 6)

relating thereto.

9, Indemnification of the Trostee

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from responsibility, including
provisions relieving it from taking proceedings unless indemnified to its satisfaction. The Trustee is entitled to enter into business
transactions with ihe Bank and/or any of its subsidianies without accounting for any profit resulting therefrom,

10. Meetings of Noteholders, Modification, Waiver and Substitution of Principal Debtor

The Trust Deed contains provisions for convening meetings of Notcholders 1o consider any matter affecting their interests,
including any modification of the terms and conditions of the Notes and the provisions of the Trust Deed, provided that certain
provisions (including, inrer alia, the tcrms concerming the currency and due dates of payment of principal or interest in respect
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of the Notes and the principal amount of any Note and the provisions as to subordination referred to in Condition 2} may only
be modified at a meeting of Noteholders for which special quorum provisions apply. Any Extraordinary Resolution duly passed
at any such mesting be hinding on all the Noteholders, whether present or not, and on all Couponholders.

The Trustee may agree, without the consent of the Noteholders or the Couponholders, to any modification (other than a
modification for which a special quorum is required) of, or 1o any waiver or authorsation of any breach or pro breach of,
any provision of ihe Trust Deed which, in the opinion of the Trustee. is not materially prejudicial to the interests of the Noteholders.
or to any modification to correct a manifest error. Unless the Trustee agrees otherwase, any modification shall be riotified to the
Moteholders in accordance with Condition 12 as soon as practicable thereafier.

The Trustee may also agree, subject 1o such amendment of the Trust Deed and such other conditions as the Trustee may
require, but without the consent of the Noteholders or the Couponholders, to the substitution, subject (o the Notes and the
Coupons being u.nl:unf_!h:ium]]]f and irrevocably hulrmtud by the Bank on a subordinated basis equivalent to that mentioned in
Condition 2, of a subsi of the Bank, any hm company of the Bank or any subsidiary of such holding company in place
of the Bank s principal d under the Trust Deed, the Notes and the Coupons and so thal the claims of the Moteholders and
the Couponholders may, in the case of the substitution of a ‘company (as so defined in the Trust Deed) in the place of the
Bank, be subordinated 10 the rights of Senior Creditors {as defined in Candition 2, but with the substitution of references to that
banking company in place of references 1o the Bank),

In the case of & substitution pursuant to this Condition 10 the Trustee mug in its absolute discretion agree, without the consent
of the Noteholders or Couponholders, 1o a ch of the law governing the Notes, the Coupons and/or the Trust Deed provided
that such change would not in the opinion of the Trusiee be matenially prejudicial 1o the interests of the Moteholders.

In connection with any proposed substitution as aforesaid, the Trustee shall not have regard (o the consequences of such
substitution for individual Noteholders resulting from their being for any purpose domiciled ar resident in, or otherwise connected
with, or subject 1o the junisdiction of, any particular termitory, No Noteholder or Couponholder shall, in connection with any such
substitution, be entitled 1o claim from the Bank any indemnification or payment in res of any tax consequence of any such
Ejl.ibﬂilul:ﬂn upon tlti'::.ddj}“dm Motcholders or Couponholders except to the extent al y provided for by Condition 6 (as from
time to time amen L ’

For the purposes of this Conditon 10 the 1erms “subsidiary™ and “holding company™ shall have the meanings respectively
ascribed thereto by section 2 of the Companies Ordinance of Hong Kong in effect on the date hereof,

11. Replacement of MNotes and Coupons

Should any Note or Coupan be lost, stolen, mutilated or destroyed it may be d at the specified oflice of the Principal
Payving Agent (or such other place of which notice shall be given in sccordance with Condition 12) upon payment by the claimam
of the expenses incurred in connection therewith and on such terms as 1o evidence and indemnity as the Bank may reasonably
require. Mutilated Notes or Coupons must be surrendered before replacements will be issued.

12, Notices

_Allnotices r?',-rding the Notes will be valid if published in one leading London daily newspaper or, il this is not practicable.
in the opinion of the Trustee, in one other leading English qulguaw:dm y newspaper which s approved by the Trustee with
circulntion in Europe. Any notice published in a newspaper as aforesasd shall be deemed to have been given on the dote of such
publication or, if published more than once, on the date of the first suchtﬁuhllmtlm, If publication is not practicable in any such
tewspaper as 18 mentoned above, notice will be valid if given in such other manner, and shall be deemed 1o have been given on
such-date, a8 the Bank and the Trustee shall determine.

It is expected that publication of notices will normally be made in the Financi! Timen,

13, Governing Law
The Trust Deed, the Notes and the Coupons are governed by and will be construed in accordance with English law





THE HONGRONG BANK GROUP

The Bank and its subsidiarics ane the 20th Imgﬂhnnhngmup in the world in terms of published capital and the | 5th largest
banking group by profitability (Euromonev Five Hundred, June 1986). It has an extensive intermational distribution of assets and
branches covering the Far East, Australasia, the Middle East. India. North America and Eu.rnlptmﬂ:ovtri 200 offices. As at 3151
December, 1985 toial group assets exceeded U_5.56% illion and the atinbutable group profit for the vear then ended was U.5.5348

DIRECTORS OF THE BANK
The Directors of the Bank, each of whose address is | Crueen’s Road Central, Hong Kong if not otherwise stated, their functions

within the Bank and their principal outside activitics where significant to the HongkongBank Group are as follows—

Name and Address

Sir Michacl Graham Ruddock Sandberg, CBE

William Purves, DSO
Li Kn-shing

Benys Eamonn Connolly
Patrick Charles Samuel Deveson

Edwird Walsh Dhufly
Cine Marine Midland Center,
Ruffalo,
NY 14240,
LISA

Lydin Selinn Dunn, CRE

Robert Conmac Farrell
B9 Bisho .
London P 2LA,
Englund

Frank Riddell Frame

David Grand Jagues
Simon Lindley Keswick

James Wilsan McKee, Jr.
International Plaza,
Englewood Claff,

New Jersey 07632,
LISA

Henry Michae]l Pearson Miles
Charles Wilfnid Newton

Alfred Remsay Petnie, CHE
5 East 59th Street,
MNew York, NY 10022,
USA

John Robert Petty
140 Broadway,
Mew York, NY 1001 5,
LISA

Helmut Sohmen

Jack Chi-Chien Tang, CBE

Function within the
HongkongBank Group

Chairman
Chiel Executive and
Deputy Chairman

MNon-Executive Deputy Chairman

Mon-Executive Director,
Manne Midland Banks, Ine.

Executive Director Europe

Executive Director and
Group Legal Adviser

Executive Director Banking

Non-Executive Director,
Manne Mudland Banks Inc,

Executive Dhrector and
Chief Executive Officer
Amernicas

Charrman of the Beard and
Chiel Executive Officer;

Manne Midland Banks, Inc.

USE OF PROCEEDS

Principal Outside Activity

Chairmiun and Managing Director,
Cheung Kong ( Holdings) Limited

Charfered Accountant

Charrman, Incheape (Hong Kong)
Limited o

Director, John Swire & Sons
(HLK.) Limited

—

Chairman and Managing Darector,
Jardine Mummnpf:hhlmp Limited

Chairman, CPC International Inc.

Chairman, John Swire & Sans
(FLE.) Limited

Chairman, Mass Transit Railway
Corporation

Senior YVice Chairman, World-Wide
Shipping Agency Limited

Charrman and Managing Director,
South Sea Textile ﬁmuﬁiﬂunng
Co. Limited

The net proceeds of the issue, which are estimated 1o amount to §398, 330,000, will be employed in the international business:

of the Bank and itz subsidiaries.






CAPITALISATION OF THE BANK AND I'TS SUBSIDIARIES

Share and luan capital of the Bank and jts subsidiarics as ar 315t May, 1956, as adjusted for the Notes now being issued, are

2% follows:

SHARE CAPITAL
Authorsed:

Shares of HK$2.50 cach

Issued and fully paid:
Shares of l-ll(.ii.jﬂ tach

UNDATED AND OTHER LOAN CAPITAL

The Bank:
g:m.wm: Primary Capital Undated Floating Rate Notes _
(0,000,000 Primary Capital Undated Floating Rate Notes (Second Scries)
$400,000,000 Primary Capital Undated Floating Rate Notes (Third Series) fnow being ivvied)

Marine Midland Banks, Inc. (note {a));

$200,000,000 Floating Rate Subordinated Notes 2000
150,000,000 Flnnl:clhg Rate Subordifated Notes 2000

Secured Floating Hate Notes 1957

000 Floating Rate Subordinated Notes 1994
L0} Flonting Rate Subordinated Capital Notes 1996
000 5 per cent. Subordinated Convertible Debentures 1958
(000 Secured Notes (at various rates between 4 % per cenl. and || per cent. and at prime plus
per cenl) repayable between 1986 and 1995

Hon m? Bank of Canada!

and4, (K0, 000 Secured Floating Rate Debentures 1958/90
Cullgcggm Properites Limited:

ing$ 50,000,000 10% per cent. Guaranteed Bonds |986/88

E
=
8

i

oA b b
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L
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Concord International (Curagao) N.V, (note (a)):
FF1,248,000 11 per cent. Convertible Bands 1957

Benteng Redevelopment Sdn. Bhd.-
M%‘H?,[HII. % and 3 ¥ per cent. Secured Loan Notes 1989/94
Sing$ 3,000,000 9 per cent. Secured Loan Notes 1986/8%

Total Loan Capital

NOTES:

(a)} [Issued by the company referred o ora subsidiary of such company.
(b} All amounts have been converted into Hong Kaong dollars at the rates prevailing on 315t May, 1986,

HKS
122,000,000,0600
—_—

0,437 561,825
_

HES
equivilent
note (b))

93,739,234
22,660,000
1T, 150,000
1,320,072
26, 748,000

10, 509,000
16,058, 1 12,644
—

(€} ?EE: for the Notes now being issued, there has been no material change in the Bank's share or loan capital since 31st May,

(d) Intra-group borrowings have been excluded from the above tahle.
() Except where indicated, the 2bove loan capital is unsecured and unsubordinated,





HONG KONG TAXATION
The Bank has been advised that:—

{a) Under the Inland Revenue Ordinance of Hong Kong, as currently applied. Hong Kong tax will not fall to be withheld
from payments of principal of, or interest on, the Notes,

{h) Under the Hong Karnf Inland Revenue Ordinance, as currently applicd, interest on the Notes will not be treated as
receipts arising m or derived from Hong Kong for the purposes of Hong Kong profits tax, except in the case of interest
received by or accrued 1o & financial institution, as &Em:l in the Hong Kong Infand Revenue Ordinance, through or
from the carrying on by such financial institution of its business in Hong Kong:

{c) Hong Kong profits tax may be chargeable by reference to revenue profits arising on the sale, disposal or redemption of
tlleﬂﬁnt:s where such transactions are or form part of a trade, pmgr;:iun or business carried on in Hong Kong;

{6} No Hong Kong estate duty will be payable under the Estate Duty Ordinance of Hong Kong, as currently applied, in
respect of Noies and Coupons which are physically located outside Hong Kong at the date of the death of the holder

{¢} The T':gms are not subject to Hong Kong stamp duty under the Stamp Dty Ordinance of Hong Kong, as currently
enacted.
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SUBSCRIPTION AND SALE
HonGronGBANE LIMITED MorGan GUARANTY LTD
Lrovps MERCHANT Bawk LiviTen

BaMNE oF CHINA BAnkERS TRUST INTERNATIONAL LIMITED
Barcrays pe ZoeTE WEDD Limiten CHEMICAL BANK INTERNATIONAL LIMITED
CrepiT Sutsse Finst Boston LiMiren Damwa EurorE LimiTED
GoLpMAN SAcHS INTERNATIONAL CoRp, 1B INTERNATIONAL LiMITED
LTCB INTERNATIONAL LiMiTeED MiTsunisHi FINANCE INTERNATIONAL LIMITED
SamueL MonTtacu & Co, LiMITED MoRGAN STANLEY INTERNATIONAL
NATWEST INVESTMENT BANK LIMITED Tue Nkko Securities Co., (Eurore) Lo,
Nirpon CREDIT INTERNATIONAL (HoNG KoNg) LiMITED NOMURA INTERNATIONAL LIMITED
Onion Royar BANK LiMiTED Saromon BROTHERS INTERNATIONAL LIMITED
SUMITOMO FINANCE INTERNATIONAL SusMrmosmo TRUST INTERNATIONAL LIMITED
Swiss Bank Cnnmnﬂm:tu}:i INTERMATIONAL Linion BANK OF Stmmrnl,.wn (SECLRITIES)
5. G Warsuro & Co. L1p. Yasmaton INTERNATIONAL (EUROPE) LIMITED
BacHe Securimies (UK) Inc. Bank OF AMERICA INTERNATIONAL LIMITED
BanNk OF TOKYO INTERNATIONAL LIMITED BaNQUE BRUXELLES LAMBERT 5. A.
BarQUE NATIONALE DE PARIS Daj-lom KANGYo INTERNATIONAL LIMITED
FIrsT INTERSTATE CaPiTAL MARKETS LIMITED Fun INTERNATIONAL FINANCE LIMITED
GIROZENTRALE ﬁm%“ DER ﬁerl.ull.'EIr:HlSCHEH THE RovaL BaNK OF SCOTLAND PLC
SAITAMA INTERNATIONAL (HonG Kono) LiMiTED SANWA INTERNATIONAL LIMITED
TAKUGIN INTERNATIONAL (AsIA) LIMITED Tokal INTERNATIONAL LIMITED
ToronNTo DoMmNIoN INTERNATIONAL LIMITED YokoHAMA Asia LIMITED

(the “Managers”) have, pursuani 1o a Subscription Agreement dated 271h June, 1986, jointly and severally sgreed with the Bank
subject 1o the satisfaction of certain conditions, to subscribe or procure subseribers [or the Notes at 100 per cent. of their prinm;pn[
amount less a lﬂlins concession of 0,10 per cent. of their principal amount. The Bank has pgreed 1o pay to the Managers o
management and underwriting commission (calculated on the principal amount of the MNotes) of (.25 per cent and to reimburse
the Ma rs for certain of their expensss in connection wilE the issue of the Notes up to an smount of US.550,000, The
Subsmb?ﬁun Agreement entitles the Managers 1o be released and discharged from their obligations in respect of the subscription
of the Noles in cenain exceptional circumstances prior 1o payment 1o the Bank.

The Managers, on behalf of the Bank, have invited certain banks, brokers and dealers (the “Selling Group™) to subseribe
Motes at a price of 100 per cent. of the principal amouni of the Notes less a selling concession of 0.10 per cent. of such principal
amount,

The Notes have not heen and will not be registered under the Securitics Act of 1933 of the United States of America and thiy
may nal, &s part of their distnibution, be offered or sold, directly or indirectly, in the United States or to any ULS, person. Any
offers or sales of any of the Notes in the United States or 1o U.S. persans priot 1o the expiration of 90 days after the distribution
of the Motes has been completed, as determined by Mmpn Guaranty Lid, may violate United States law, Notwithstanding the
expiration of such 30-day perind, any offers or sales of Notes, directly or indirectly, in the United States or 1o U.S. persons must
be made in compliance with the registration requirements of the Securities Act of 1933 or pursuant to an exemption therefrom,
and the availability of any such exemption would depend upon the facts and circumstances existing at the time of such offers and
sales. Neither the Bank nor any of the Ma makes any representation in respect of, or bas assumed any responsibility for, the
availability af anvy such exemption and um the Bank sior 2oy of the Managers makes any representation as to when, if at any
time, the Notes may lawfully be sold in the United Siates or 1o 118, persons.

Each and cach subscriber has represented that it is not purchasing any of the Notes for the account of any U.S.
rson-and has further represenied and d that it has not offered or sold and will not offer or sell directly or indirectly any
otes acquired by 11 in connection with the distribution thereof in the United States or to any 1.5, person (except a member af

the Selling Group in its capacity as & dealer) and has further agreed that it will not, 25 principal or agent, make any offers or sales
of any Notes, utﬁcmmanqujred, directlv or indireetly. in the United States or 1o any US. person prior 1o the expiration of 90
doys afier the distribution of the Notes has been completed. as determined by Morgan Guaranty Lud.

Each M and each subscriber has further agreed that it will deliver to esch dealer that purchases any Motes acquired Ij{

it @ written ;Jnl:gft:lllﬁﬂn setting forth the restrictions on offers and sales of the Notes in the United States or to LLS. persons,

;omg\lgm description of the restrictions on offers and sales of the Notes in the United States or to 115, persons is contatned in the
1 Agreement.

As used herein “United States™ means the United States of America. its possessions, termitories and all areas subject to its
jurisdiction; and "ULS, person” means any person who is a national or resident of the United States {including corporations,
partnerships or any other entities created in or o under the laws of the United Swates or any political subdivision thereofl
and any esiste or trust which is subject 10 United States federal income taxation regardless of the source of its income),

Furthermore the Notes may not be offered in Hong Kong {except by persans permitted to do so under the securitics laws of
Hong Kpnri_i otherwise than to persons whose business involves the acquisition and disposal, or the holding. of securitics whether
as principal or as agent.

In connection with the ul‘fu-ir:_z and issue of the Notes, the Managers may aver-allol and effect transactions with a view 10
siabiliving or maintaining the market price of the Notes at Jevels other than those which might atherwise prevaal in the open
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market. Such transactions may be effected in any over-the-counter market or otherwise and, if commenced, may be discontinued
at any time.

LISTING AND GENERAL INFORMATION

|, The listing of the Metes on The Stock Exchange will be expressed asa of their principal amount {excluding accrued
interest), Transactions will normally be effected for settlement and delivery on the fifth dealing day after the date of the transaction,
It 1s anticipated that permission for listing of the Notes will be granted on Sth July, 1986 subject to the issue of the Global Mote,
2. The obligations of the Bank in respect of the Notes and the Coopons are conditional upon the Bank being solvent at the time
af payment by the Bank. The terms and conditions of the Notes do not provide any remedy for non-payment of interest thereon
50 H:an as no dividend has been paid or declared in respect of any class of capital of the Bank in the two Interest Periods preceding
the relevant Interest Payment Date (each as defined in Condition 3). In the event of the winding-up or dissolution of the Bank the
right 1o claim for Arrears of Tnterest (as defined in Condition 3) may be limited by applicable insolvency law,
1. The Bankis constituted under The Hongkong and i Banking Corporation Ordinance and governed by such Ordinance
and The Hongkong and Shanghai Bank un‘:n"tfun: {logether the “Bank's Regulations™). The Bank may be dissolved under the
Bank's Regulations and may be wound up under the Bank’s Regulations and pursuant 10 the Banking Ordinance of Hong Kong,
4. There are no legal or arbitration proceedings pending or threatened against the Bank or any subsidiary of the Bank which may
have or have had during the twelve maonths pnﬁnr 10 the date hereofl a significint effect on the financial position of the Bank and
its subsidiaries taken a5 a whole.
5, There has been no significant change in the financial or trading position of the Bank and ity subsidiaries and no materin]
adverse change in the prospects of the Bank and its subsicianes since 315t December, 1985, _
6. The consalidated annual sccounts of the Bank and its subsidiaries for the three financial sc_:n ended 315t December, | 985
were audited by Peat, Marwick, Mitchell & Co., Certified Public Accountants, Hong Kong. and Waterhouse, Centified Public
Accountants, Hong long.
7. Copies of the audited Report and Accounts of the Bank for the year ended 315t December, 1985 and of these Lin'mi Particulars
ure uuu?lubl: until 11th July, 1986 [4th July, 1986 in the case of the Company Announcements Office of The Stock Exchange)
from:—

(0} James Capel & Co., James Capel House, 6 Bevis Marks, London EC3V TI0);

{h) The Hongkong and Shanghai Banking Corporation, %9 Bishopsgate, London ECZP 2LA;

{¢) HongkongBank Limited, Wardley House, 7 Devonshire Square, London EC2M 4HN;

() Morgan Guaranty Lid, 30 Throgmorton Street, London ECIN INT;

() Citibank, N.A., Citibank House, 336 Strand, London WO2R 1HBE; and

() The Company Announcements Office of The Stock Exchange,

- Cn{::ics of the following documents are available for inspection du:mt usual business hours on any weekday [LSElurdn:-'n and
?uhlm olidays excepted) a1 the offices of Norton, Rose, Botterell & Roche, Kempson House, Camomile Street, London ECIA

AN, for o period of 14 days from the date hereofi—

{n) The Hongkong and "Ih.,g‘gw Banking Corporation Ordinance, The Hongkong and Shanghai Bank Regulations and
the Banling Ordinance of Hong Kong:

(b} the Repart and Accounts of the Bank for the years ended 3191 December, 1984 and 315t December, 19835,
(c) the Subscription Agreement referred 1o above; and

(dy drafts (subject 1o modification) of the Trust Deed referred to above (including, inter afia, the forms of the Notes and
the Global Note) and of the Agency Agreement (which are expected 1o be entered into on or about 9th July, 1986).






SECRETARY AND HEAD OFFICE

MNorton, Rose, Botterell & Roche.
pson House,
Camomile Street,
London EC3A TAN
fas to English Law)

To the Managers and the Trustee

Slaughter and May,
35 ﬂ | Street,
London EC2V SDR
{as 1o English Law)

]

Peal, Marwick, Mitchell & Co.,
Certified Public Accouniants
Prince’s Building,

Eth Floor,

OF THE BANK
F. R. Frame,

| "s Road Central,
qm&t;gﬂnngm

LEGAL ADVISERS

To the Bank

Norton. Rose, Botterell & Roche,

(in association with Johnson, Stokes & Master)

AUDITORS OF THE BANK

L1th Floor, Alexandra House,
16-20) Chater Road,
Hong Kong
fas to Homg Kong Law)

S‘rnu§ht¢r and May,
= E.?I#IHDU{;:
wo Exchange Square,
Hong I'E:ng
fax to Hong Kong Law)

Price Waterhouse,
Certified Public Accountants
Prince’s Building,
22nd Floor,

GO Bax 690,

Hong Kong

TRUSTEE FOR THE NOTEHOLDERS
The Law Debenture Trust Corporation p.lc.,

ted House,
66 Gresham Sireet,
Londan EC2V THX,

BROKERS
James Capel & Ca,
James Capel House,

& Bewvis Marks,
London ECIV 710
and

The Stock Exchange

AGENT BANK AND PRINCIPAL PAYING AGENT

Citibank, N.A.,
Avenue de Tervuren 249,
B-1150 Brussels

Citicorp Bank {Luxembourg) S.A.,
16 Avenue Marie-Thérése,
Luxembourg

EURO-CLEAR NO.
17330

27th June, 1986

Citthank, N_A_,
Citibank House,
336 Strand_

Londen WC2R [HB

PAYING AGENTS
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Citibank, N.A_,
Citi Cenltre,
18 Whitficld Road.
Causewny Bay,
Hong Kong

Citicorp Bank (Switzerland),
Bahnhofstrasse 63, !
CH-8021,
Zurich

CEDEL NO.
116249







HSBC <»

The Directors

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central

Central
Hong Kong SAR

Dear Sirs

18 March 2014

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED
SUBORDINATED LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc
(“HGHQ”) to The Hongkong and Shanghai Banking Corporation Limited (“HBAP”).

The terms of the Loan will be:

Amount

Drawdown Date

Interest Rate

Accrual and
Payment of Interest:

Repayment

HSBC Holdings plc

: USD 600,000,000 (United States Dollars Six hundred million).

: The whole amount of the Loan will be drawn down on 21 March

2014.

USD LIBOR (as defined below) for the relevant Interest Period (as
defined below), calculated in accordance with the interest rate
fixing mechanism described below, plus a margin of 210 bps, from
(and including) the Drawdown Date to (but excluding) the Maturity
Date or such earlier date on which the Loan is repaid in full together
with accrued interest thereon.

The Loan will bear interest on its outstanding principal amount,
payable in arrears on each Interest Payment Date.

HBAP shall repay the Loan in one amount on the Interest Payment
Date falling in March 2024 (the “Maturity Date”) (subject always to
the provisions of the Status clauses below).

8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5 HQ

Incorporated in England with limited liability





Status

Security

Set-Off

HBAP has the option to repay the Loan, all or part only (together
with accrued interest thereon), on any Interest Payment Date falling
in or after March 2019, but subject in all cases to the prior consent
of the Hong Kong Monetary Authority (or any successor in its
function as supervisor of authorized institutions).

Q) Claims against HBAP in respect of the Loan shall be
subordinated to the claims of all Senior Creditors of HBAP and,
accordingly, HBAP's obligations to make any repayment of
principal, payment of interest or any other amounts in respect of the
Loan are conditional upon its being able to make such repayment or
payment and HBAP remaining Solvent immediately thereafter.

(i) For these purposes:

"Senior Creditors"” means all depositors and all other
creditors of HBAP other than claimants whose claims rank
or are expressed to rank pari passu with or junior to this
Loan; and

"Solvent" means in relation to HBAP that:

(A)  (except in circumstances where there is a winding-up
of HBAP) it is able to pay its debts as they fall due;
and

(B) its Assets exceed its Liabilities (excluding its
liabilities to creditors who are not Senior Creditors
and excluding also (for the avoidance of doubt) its
liabilities in respect of principal and interest in
respect of the Loan), and for this purpose, "Assets"
means HBAP's unconsolidated gross assets
(including contingencies) and “Liabilities” means
HBAP's unconsolidated gross liabilities (including
contingencies), all as shown in the latest published
balance sheet having the benefit of an unqualified
auditors' report, but with such adjustments as the
auditors, or if HBAP is in winding up, the liquidator,
shall determine.

No security is required to be provided by HBAP in respect of any of
its assets or undertakings in connection with its liability under this
Loan.

HGHQ hereby waives any right to set-off any amount of interest,
principal or any other amounts due under this loan agreement
against any amounts owed to HBAP by HGHQ and waives any
right to counterclaim for any amount of interest, principal or any
other amounts due under this loan agreement in any action by





Non-Viability

HBAP against HGHQ in respect of any amount owed to HBAP by
HGHQ. In the event that HGHQ recovers any amount in respect of
principal, interest or any other amounts due on the Loan (the
“original debt”) by virtue of the application of any relevant rules of
mandatory set-off applicable under Hong Kong Special
Administrative Region (“Hong Kong”) law in circumstances where
the claims of any Senior Creditors remain outstanding, HGHQ shall
pay an amount equal to whichever is the lesser of the amount so
recovered and the aggregate amount of the claims of Senior
Creditors then remaining outstanding to the liquidator of HBAP
upon trust for such Senior Creditors. HGHQ may rely upon a
certificate of the liquidator for the purpose of determining whether
or not any claims of Senior Creditors remain outstanding and if so
their amount or aggregate amount. HGHQ shall not be obliged to
concern itself with the distribution by the liquidator of any payment
so made to the liquidator. To the extent of any payment so made,
the original debt shall be treated as if it had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall
irrevocably (without the need for the consent of HGHQ) reduce,
upon the provision of a Non-Viability Event Notice, the then
prevailing principal amount and any accrued but unpaid interest of
this Loan to nil (such reduction being referred to herein as the
“Write-off”, and “Written-off” shall be construed accordingly).

Once the principal amount of, and any accrued but unpaid interest
under, this Loan has been Written-off, it will not be restored in any
circumstances, including where the relevant Non-Viability Event
ceases to continue.

In this section:
“Non-Viability Event” means the earlier to occur of:

(a) a decision that a Write-off in relation to the Loan, without which
HBAP would become non-viable, is necessary, as determined
and notified to HBAP by the Relevant Authority or, as the case
may be, publicly announced by the Relevant Authority; and

(b) the decision to make a public sector injection of capital, or
equivalent support, without which HBAP would have become
non-viable, as determined and notified to HBAP by the Relevant
Authority or, as the case may be, publicly announced by the
Relevant Authority;

“Non-Viability Event Notice” means the notice referred to in this
document, which shall be given by HBAP not more than two (2)
business days after the occurrence of a Non-Viability Event to





Default

Alteration

Interest Payment
Dates

Interest Period

HGHQ which shall state with reasonable detail the nature of the
relevant Non-Viability Event and the Write-off; and

“Relevant Authority” means the Hong Kong Monetary Authority or
other governmental authority in the Hong Kong Special
Administrative Region having the responsibility of making such
decisions relating to the declaration of Authorised Institutions as
being non-viable with the effect of triggering loss absorption within
subordinated capital instruments.

The only event (other than a Non-Viability Event) that shall
constitute an event of default applicable to this Loan shall be non-
payment of principal or interest due by HBAP.

In the event of the occurrence of such an event of default, HGHQ's
sole remedy shall be to petition for the winding-up of HBAP in
Hong Kong and HGHQ waives all other remedies, including
without limitation, any right to institute any other proceedings, in
respect of any interest or principal or any other amounts due under
this loan agreement or in respect of any breach by HBAP of any
obligation, condition or provision of this loan agreement.

In the event of an order being made or an effective resolution being
passed for the winding up of HBAP in Hong Kong (otherwise than
in connection with a solvent reconstruction or amalgamation),
HGHQ may declare the principal of the Loan due and repayable
immediately (and such principal shall thereby become so due and
repayable) together with accrued interest.

The terms of this Loan may be altered at any time by mutual
agreement between HGHQ and HBAP, but subject to the prior
consent of the Hong Kong Monetary Authority (or any successor in
its function as supervisor of authorized institutions) to any changes
to the provisions relating to repayment (including date of repayment)
and other material changes.

21 March, 21 June, 21 September and 21 December in each year,
commencing on 21 June 2014; provided, however, that, if any
Interest Payment Date would otherwise fall on a date which is not a
Business Day (as defined below), it will be postponed to the next
Business Day unless it would thereby fall into the next calendar
month, in which case it will be brought forward to the preceding
Business Day.

Each period beginning on (and including) the Drawdown Date or
any Interest Payment Date and ending on (but excluding) the next
Interest Payment Date is herein called an "Interest Period".





USD LIBOR

Accrual and
Calculation of
Interest

London Banking
Day

Business Day

Means, in relation to any Interest Period, the rate for 3-month
deposits in United States Dollars which appears on the display page
designated LIBORO1 on Reuters (or such other page as may replace
that page on that service, or such other service as may be nominated
as the information vendor, for the purpose of displaying comparable
rates) as of 11.00 a.m. (London time) on the second London
Banking Day (as defined below) before the first day of the relevant
Interest Period; provided, however, that if such rate does not appear,
then USD LIBOR for the relevant Interest Period shall be
determined on such other basis as HBAP and HGHQ shall agree.

Interest on the Loan shall accrue from day to day and be calculated
on the basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general
business (including dealings in foreign exchange and foreign
currency deposits) in London.

Means a day on which commercial banks and foreign exchange
markets settle payments and are open for general business
(including dealings in foreign exchange and foreign currency
deposits) in London, New York City, and Hong Kong.

This loan agreement will be subject to Hong Kong law.





This loan agreement may be executed and delivered in any number of counterparts, each
of which is an original and which, together, have the same effect as if each party had
signed the same document.

If you agree to the terms set out in this letter, please sign and return the enclosed copy of
this letter on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc

MEMORANDUM OF ACCEPTANCE
To: HSBC Holdings plc

We hereby agree to the terms of the subordinated loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date:
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The Directors

The Hongkong and Shanghai Banking Corporation Limited
1 Queen’s Road Central

Central

Hong Kong SAR

11 June 2014

Dear Sirs

THE HONGKONG AND SHANGHAI BANKING CORPORATION LIMITED
SUBORDINATED LOAN

This letter sets out the terms of a loan (the “Loan”) to be made by HSBC Holdings plc (“HGHQ™)
to The Hongkong and Shanghai Banking Corporation Limited (“HBAP™).

The terms of the Loan will be:

Amount : USD 1,000,000,000 (United States Dollars One Billion).
Drawdown Date : The whole amount of the Loan will be drawn down on 18 June 2014.
Interest Rate : USD LIBOR (as defined below) for the relevant Interest Period (as

defined below), calculated in accordance with the interest rate fixing
mechanism described below, plus a margin of 191.5 bps, from (and
including) the Drawdown Date to (but excluding) the Maturity Date or
such earlier date on which the Loan is repaid in full together with accrued
interest thereon.

Accrual and
Payment of Interest : The Loan will bear interest on its outstanding principal amount, payable
in arrears on each Interest Payment Date.

Repayment : HBAP shall repay the Loan in one amount on the Interest Payment Date
falling in June 2024 (the “Maturity Date”) (subject always to the
provisions of the Status clauses below).

HBAP has the option to repay the Loan, all or part only (together with
accrued interest thereon), on any Interest Payment Date falling in or after
June 2019, but subject in all cases to the prior consent of the Hong Kong
Monetary Authority (or any successor in its function as supervisor of
authorized institutions).

HSBC Holdings plc
8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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Status

Security

Set-Off

HSBC Holdings plc

() Claims against HBAP in respect of the Loan shall be

subordinated to the claims of all Senior Creditors of HBAP and,
accordingly, HBAP's obligations to make any repayment of principal,
payment of interest or any other amounts in respect of the Loan are
conditional upon its being able to make such repayment or payment and
HBAP remaining Solvent immediately thereafter.

(i) For these purposes:

"Senior Creditors" means all depositors and all other creditors of
HBAP other than claimants whose claims rank or are expressed to
rank pari passu with or junior to this Loan; and

"Solvent" means in relation to HBAP that:

(A) (except in circumstances where there is a winding-up of
HBAP) it is able to pay its debts as they fall due; and

(B) its Assets exceed its Liabilities (excluding its liabilities to
creditors who are not Senior Creditors and excluding also
(for the avoidance of doubt) its liabilities in respect of
principal and interest in respect of the Loan), and for this
purpose, "Assets" means HBAP's unconsolidated gross
assets (including contingencies) and “Liabilities” means
HBAP's unconsolidated gross liabilities (including
contingencies), all as shown in the latest published
balance sheet having the benefit of an unqualified
auditors' report, but with such adjustments as the auditors,
or if HBAP is in winding up, the liquidator, shall
determine.

No security is required to be provided by HBAP in respect of any of its
assets or undertakings in connection with its liability under this Loan.

HGHQ hereby waives any right to set-off any amount of interest,
principal or any other amounts due under this loan agreement against any
amounts owed to HBAP by HGHQ and waives any right to counterclaim
for any amount of interest, principal or any other amounts due under this
loan agreement in any action by HBAP against HGHQ in respect of any
amount owed to HBAP by HGHQ. In the event that HGHQ recovers any
amount in respect of principal, interest or any other amounts due on the
Loan (the *“original debt”) by virtue of the application of any relevant
rules of mandatory set-off applicable under Hong Kong Special
Administrative Region (“Hong Kong”) law in circumstances where the
claims of any Senior Creditors remain outstanding, HGHQ shall pay an

8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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Non-Viability

HSBC Holdings plc

amount equal to whichever is the lesser of the amount so recovered and
the aggregate amount of the claims of Senior Creditors then remaining
outstanding to the liquidator of HBAP upon trust for such Senior
Creditors. HGHQ may rely upon a certificate of the liquidator for the
purpose of determining whether or not any claims of Senior Creditors
remain outstanding and if so their amount or aggregate amount. HGHQ
shall not be obliged to concern itself with the distribution by the liquidator
of any payment so made to the liquidator. To the extent of any payment
so made, the original debt shall be treated as if it had not been discharged.

Upon the occurrence of a Non-Viability Event, HBAP shall irrevocably
(without the need for the consent of HGHQ) reduce, upon the provision of
a Non-Viability Event Notice, the then prevailing principal amount and
any accrued but unpaid interest of this Loan to nil (such reduction being
referred to herein as the “Write-off”, and “Written-off” shall be construed
accordingly).

Once the principal amount of, and any accrued but unpaid interest under,
this Loan has been Written-off, it will not be restored in any
circumstances, including where the relevant Non-Viability Event ceases to
continue.

In this section:
“Non-Viability Event” means the earlier to occur of:

(a) a decision that a Write-off in relation to the Loan, without which
HBAP would become non-viable, is necessary, as determined and
notified to HBAP by the Relevant Authority or, as the case may be,
publicly announced by the Relevant Authority; and

(b) the decision to make a public sector injection of capital, or equivalent
support, without which HBAP would have become non-viable, as
determined and notified to HBAP by the Relevant Authority or, as the
case may be, publicly announced by the Relevant Authority;

“Non-Viability Event Notice” means the notice referred to in this
document, which shall be given by HBAP not more than two (2) business
days after the occurrence of a Non-Viability Event to HGHQ which shall
state with reasonable detail the nature of the relevant Non-Viability Event
and the Write-off; and

“Relevant Authority” means the Hong Kong Monetary Authority or other
governmental authority in the Hong Kong Special Administrative Region
having the responsibility of making such decisions relating to the

8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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Default

Alteration

Interest Payment
Dates

Interest Period

USD LIBOR

HSBC Holdings plc

declaration of Authorised Institutions as being non-viable with the effect
of triggering loss absorption within subordinated capital instruments.

The only event (other than a Non-Viability Event) that shall constitute an
event of default applicable to this Loan shall be non-payment of principal
or interest due by HBAP.

In the event of the occurrence of such an event of default, HGHQ's sole
remedy shall be to petition for the winding-up of HBAP in Hong Kong
and HGHQ waives all other remedies, including without limitation, any
right to institute any other proceedings, in respect of any interest or
principal or any other amounts due under this loan agreement or in respect
of any breach by HBAP of any obligation, condition or provision of this
loan agreement.

In the event of an order being made or an effective resolution being
passed for the winding up of HBAP in Hong Kong (otherwise than in
connection with a solvent reconstruction or amalgamation), HGHQ may
declare the principal of the Loan due and repayable immediately (and
such principal shall thereby become so due and repayable) together with
accrued interest.

The terms of this Loan may be altered at any time by mutual agreement
between HGHQ and HBAP, but subject to the prior consent of the Hong
Kong Monetary Authority (or any successor in its function as supervisor
of authorized institutions) to any changes to the provisions relating to
repayment (including date of repayment) and other material changes.

18 March, 18 June, 18 September and 18 December in each year,
commencing on 18 September 2014; provided, however, that, if any
Interest Payment Date would otherwise fall on a date which is not a
Business Day (as defined below), it will be postponed to the next Business
Day unless it would thereby fall into the next calendar month, in which
case it will be brought forward to the preceding Business Day.

Each period beginning on (and including) the Drawdown Date or any
Interest Payment Date and ending on (but excluding) the next Interest
Payment Date is herein called an "Interest Period".

Means, in relation to any Interest Period, the rate for 3-month deposits in
United States Dollars which appears on the display page designated
LIBORO1 on Reuters (or such other page as may replace that page on that
service, or such other service as may be nominated as the information
vendor, for the purpose of displaying comparable rates) as of 11.00 a.m.

8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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Accrual and
Calculation of
Interest

London Banking
Day

Business Day

(London time) on the second London Banking Day (as defined below)
before the first day of the relevant Interest Period; provided, however, that
if such rate does not appear, then USD LIBOR for the relevant Interest
Period shall be determined on such other basis as HBAP and HGHQ shall
agree.

Interest on the Loan shall accrue from day to day and be calculated on the
basis of the actual days elapsed and a 360 day year.

Means a day on which commercial banks are open for general business
(including dealings in foreign exchange and foreign currency deposits) in
London.

Means a day on which commercial banks and foreign exchange markets
settle payments and are open for general business (including dealings in
foreign exchange and foreign currency deposits) in London, New York
City, and Hong Kong.

This loan agreement will be subject to Hong Kong law.

HSBC Holdings plc

8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.
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This loan agreement may be executed and delivered in any number of counterparts, each of which
is an original and which, together, have the same effect as if each party had signed the same
document.

If you agree to the terms set out in this letter, please sign and return the enclosed copy of this letter
on which is endorsed a memorandum of acceptance.

Yours sincerely

For and on behalf of
HSBC Holdings plc

MEMORANDUM OF ACCEPTANCE
To: HSBC Holdings plc

We hereby agree to the terms of the subordinated loan set out above.

For and on behalf of
The Hongkong and Shanghai Banking Corporation Limited

Date:

HSBC Holdings plc
8 Canada Square, London E14 5HQ
Tel: +44 20-7991 8888 Fax: +44 20-7991 4675

Registered in England number 617987. Registered Office: 8 Canada Square, London E14 5HQ.
Incorporated in England with limited liability.





