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The HSBC Group
CCF joined the HSBC Group in July 2000 and changed its legal name to HSBC France on 1 November 2005.

Headquartered in London, HSBC is one of the largest banking and financial services organisations in the
world. Its international network comprises around 10,000 offices in 83 countries and territories in
Europe, the Asia-Pacific region, the Americas, the Middle East and Africa.

With listings on the London, Hong Kong, New York, Paris and Bermuda stock exchanges, shares in
HSBC Holdings plc are held by around 200,000 shareholders in over 100 countries and territories.

HSBC provides a comprehensive range of financial services to more than 128 million customers through
four customer groups and global businesses: Personal Financial Services (including consumer finance);
Commercial Banking; Global Banking and Markets; and Private Banking.

In 2007, HSBC'’s profit before tax was USD 24,212 million and profit attributable was USD 19,133 million.
Total assets were USD 2,354 billion at 31 December 2007.

Geographical distribution of results - Profit before tax:

Year ended 31 December 2007

USDm %
Europe 8,595 355
Hong Kong 7,339 30.3
Rest of Asia Pacific 6,009 24.8
North America 91 0.4
Latin America 2,178 9.0
Profit before tax 24,212 100.0
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This reference document was registered with the Autorité des Marchés Financiers on 25 April 2008 in accordance with
Atrticle 212-13 of the AMF General Regulation. It may be used in support of a financial transaction when supplemented
by a Transaction Note that has received approval from the Autorité des Marchés Financiers.
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2007 was notable for the migration of HSBC France
to the HUB IT system, the acquisition of 50.01 per cent
of Erisa and Erisa IARD which were afterwards
wholly sold to HSBC Bank plc Paris Branch, the
significant acquisition of new customers, in particular
in Retail Banking, and the further increase in name
recognition associated with the use of the HSBC
brand.

HSBC France continued to strengthen its positions
in other areas, including Global Banking and Markets,
Asset Management and Private Banking. HSBC France’s
development is supported by the quality of its customer
base and of its staff, along with the HSBC Group’s
contribution in terms of international presence, financial
strength and technological skills.

HSBC France’s development, organisation
and systems

Implementation of the strategic plan

Central to the strategic plan outlined in January 2005
and a major step forward in the bank’s evolution,
the deployment of the “HSBC” brand name in
France in November 2005 was accompanied by
large-scale advertising campaigns in airports, in the
press, on television and in cinemas. These campaigns
were effective in doubling the name recognition of
the HSBC brand in France between November 2005
and January 2006, from 16 per cent to 34 per cent.
After further campaignsin 2006, it reached 49 per cent
in November 2006.

In 2007, after illustrating its openness to the
world by advertising in airports, HSBC France reaf-
firmed its brand philosophy (“taking an open-minded
approach to the world involves understanding
different points of view”) by using a novel medium,
i.e. TGV high-speed trains.

For three months starting in late August 2007,
the front and rear motor cars of 15 TGV trains on
the East, Southeast and Atlantic networks bore the
HSBC logo. This “points of view” campaign was
rolled out using 30 international, national and local
advertisements, tailored to the trains’ routes.

To back up this campaign, HSBC France decided
to take the brand even further by advertising on two
popular forms of urban transport, i.e. buses and
trams. Between late September and early November,
this initiative took place in five major French cities
hosting Rugby World Cup matches, i.e. Marseille,
Lyon, Toulouse, Nantes and Paris. Twenty buses in
Paris, five in Lyon, four in Marseille and five in
Toulouse were entirely wrapped in the HSBC logo,
along with a tram in Nantes.
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HSBC France’s third major campaign in 2007
saw it become the first company to advertise on self-
service hire bicycles. In November 2007, HSBC
signed an initial one-year advertising partnership
with JCDecaux for the launch of Vélé Toulouse.

With these new campaigns, name recognition
has been lifted to 59 per cent.

In line with the programme in the strategic plan,
retail expansion continued in 2007 with the opening
of eleven new branches (with another seven in the
first quarter 2008) and seven Premier centres (with
another four in January and February 2008).

Following the adoption of the HSBC brand by
five of the Group’s branch networks in France
(HSBC France, HSBC Hervet, HSBC de Baecque
Beau, HSBC UBP and HSBC Picardie) in
November 2005, operational integration of these
networks continued throughout 2007 and the project
of a merger of these subsidiaries into one entity,
HSBC France, in 2008 was launched.

Another key element of the strategic plan is the
deploymentin France of the HUB (“HSBC Universal
Banking”) system, which is the banking platform
used by the HSBC Group in more than 60 countries.
In 2004 and 2005, HSBC Picardie and HSBC UBP
were the first to switch over to this system.
In October 2007, it was HSBC France’s turn to
migrate to it, with success. The objective is to have a
single information system for the HSBC platform in
France, so that all the branch networks can offer
customers the same range of products and services
and share the costs of IT system development and
production.

Organisational consequences of the strategic
plan and regulatory development

Several major regulatory developments, particularly
the Markets In Financial Instruments Directive
(MIFID) and the Market Abuse Directive, came
into effect in 2007. These had substantial impli-
cations for all business lines, particularly in terms of
IT requirements and operational processes.

MIFID came into force on 1 November 2007,
with the aim of creating an integrated financial mar-
ket allowing all participants to operate using the
same rules throughout Europe. MIFID’s investor
protection requirements tighten the rules of conduct
that banks must observe in their relations with
customers. The new rules include placing customers
into one of three categories (non professional clients,
professional clients and eligible counterparties),
which provide differing levels of protection. The



vast majority of Retail Banking and Private Bank-
ing clients have been classified as non professional
clients. This category gives the most protection and
is therefore the most demanding for the bank. Most
of our Global Banking and Markets clients have
been classified as professional clients and eligible
counterparties. Almost all Asset Management cli-
ents have been classified as professional clients.

Our systems and processes for entering into new
customer relationships and opening securities
accounts have been changed to reflect client cate-
gories, including alterations to tools for managing
and formalising orders, client profiling and so forth.
Documents were sent to clients to inform them of
their allocated category together with HSBC Group
policy statements on conflict of interest and best
execution policy.

Accompanying these changes, we undertook a
major training initiative.

Development continued on the regulatory frame-
work required by Basel II. We also made progress
with projects aiming to achieve convergence be-
tween the group’s IT systems, particularly the HUB
project.

Further simplification of the structure of
HSBC France group

Main changes in the structure of

the HSBC France group

In line with the strategy of the HSBC Group to
become a major player in life insurance, pension
funds and retirement-related services in selected
OECD countries and emerging markets, on 26
March 2007 HSBC France acquired 50.01 per cent
of the share capital of Erisa and Erisa IARD
held by Swiss Life. The transaction amounted to
EUR 228.75 million. This integration, combined
with the development of an open architecture
approach, will enable HSBC to boost insurance
distribution through its branch networks.

With a view to optimising HSBC France capital
management, 100 per cent of the capital of Erisa and
Erisa TARD were subsequently sold to HSBC Bank
plc Paris Branch on 20 December 2007.

To further optimise the management of its capi-
tal, in June 2007 HSBC France transferred its
13.65 per cent interest in HSBC Private Banking
Holdings (Suisse) SA to HSBC Europe (Netherlands)
BV. This equity holding had resulted from the
structural reorganisation of the HSBC Group’s
Private Banking business between 2001 and 2005.

Further streamlining of the HSBC France group
structure

The programme to simplify the HSBC France group
structure also continued, with the aim of dissolving
units that no longer serve a purpose and selling or
merging structures within the group in order to
enhance the organisation by business line.

In particular, HSBC France absorbed in 2007
three intermediate holding companies — HSBC Asset
Management Holding, Compagnie Financiére des
Iles du Rhoéne and Compagnie de Gestion de
Patrimoine du CCF - via transfer of assets and liabi-
lities. These companies had been set up to hold
respectively the Asset Management, Regional
Banking and Private Banking subsidiaries of the
group. Since all of these holdings’ subsidiaries are
now wholly owned by HSBC France, the three
holding companies no longer served any purpose.

2007 financial results of the HSBC France group
(legal entities)

Under IFRS as adopted by the European Union, the
consolidated profit before tax of the HSBC France
group (legal entities) was EUR 1,051 million. After
tax, profit attributable to shareholders of the group
was EUR 975 million.

Total operating income before loan impairment
charges and other credit risk provision was up 18 per
cent compared with 2006, to EUR 3,089 million.
Substantial capital gains were booked on the
disposal of non-strategic assets, including the sale of
HSBC France’s 13.65 per cent stake in HSBC Private
Banking Holdings (Suisse) SA to HSBC Europe
(Netherlands) BV, and the sale of Euronext shares.

Despite a EUR 52 million increase in net credit
risk charges, credit risk was maintained at a low level.

Operating expenses totalled EUR 1,987 million,
reflecting the heavy investment needed to develop
the bank’s activities and upgrade its infrastructure.

Operating profit was EUR 1,050 million.

HSBC France acquired 50.01 per cent of Erisa
and Erisa IARD on 26 March 2007, with the
intention of transferring these two entities to
HSBC Bank plc before 31 December 2007. As a
result, in accordance with TFRS, these companies
were included in “Assets of disposal groups classi-
fied as held for sale” and “Liabilities of disposal
groups classified as held for sale”, and the earnings
from these companies were included in “Net profit
of discontinued operations” during the time they
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were owned by HSBC France. They were sold on
20 December 2007, and only earnings recorded
during the period of ownership were included in
“Net profit of discontinued operations”, an amount
of EUR 45 million in 2007.

After appropriation of profit, HSBC France
shareholders’ equity at year-end amounted to
EUR 5.1 billion, and its solvency ratio stood at
9.81 per cent, well above the minimum regulatory
capital requirement. The regulatory liquidity ratio
was 124 per cent. Further to the significant gain
made on the disposal of the participation in
HSBC Private Banking Holdings (Suisse) SA,
consolidated shareholders’ equity was impacted
by a deduction from the free reserve to allow a spe-
cial dividend of EUR 6.54 per share (totalling
EUR 495.8 million) decided by shareholders in an
extraordinary resolution at the 27 June 2007
General Meeting. A total dividend of EUR 231
million relating to 2007 will be put to shareholders in
the 28 May 2008 AGM.

The net profit of HSBC France, the parent
company, was EUR 1,357 million in 2007.

Contribution of France to HSBC Group financial
results’

In 2007, HSBC in France generated profit before tax
of EUR 905 million, an increase of 11 per cent.

Revenues grew by 11 per cent (up 4.5 per cent
excluding release of PEL/CEL impairment, disposal
gains and the integration of Erisa). This growth was
achieved against an economic and market back-
ground that became difficult from the summer
onwards, and reflects strong growth in the various
business segments’ commercial activity (see below).

On the face of it, the cost of credit risk rose, with
a net charge of EUR 52 million. However, the
increase was due to an exceptionally low figure in
2006, arising from releases of impairment provi-
sions. The cost of risk remained low, particularly in
Retail Banking, with provisions at the level of 0.18
per cent of total outstanding loans.

Operating expenses rose by 11 per cent relative to
2006, to EUR 2,033 million. There are several factors
behind this increase, particularly the full conso-
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lidation of Erisa from 1 April 2007, and the build-up
of business development investments. On an ongoing
basis, expenses were up 6.6 per cent.

The reported cost efficiency ratio of 69.5 per cent
was stable relative to 2006, and the return on average
invested capital was 14.4 per cent.

Business segment results

Personal Financial Services

In 2007, HSBC in France maintained the commer-
cial momentum that had been in place since the
November 2005 rebranding. This momentum has
arisen through strengthening client contact, an
innovation-led approach to marketing products and
services, and tailored advice.

As a result of these efforts, we attracted 90,000
new clients across our networks in 2007. As in 20006,
development focused on the following areas:

— more than 70 per cent of new clients were in our
strategic client segments;

— weincreased our presence in the Premier segment;

— we doubled new Student client numbers, through
partnerships with 120 business schools;

— we increased new international customer numbers.

In France, HSBC’s goal is to be the principal
banker for each of its clients, and this strategy
resulted in volume growth in excess of the broad
market rate. Deposits rose by 8 per cent and loans
outstanding by 16 per cent. HSBC France took a
more conservative position in the mortgage market.
This led to a 32 per cent fall in new mortgage
production relative to 2006.

Our efforts to strengthen our position in wealth
management continued with an enhanced range of
financial products: we launched HSBC Essentiel,
two open-architecture contracts (HSBC Stratégie
Patrimoine and HSBC Partenaire Patrimoine) and
various tax-efficient investment products. HSBC
France’s success in wealth management resulted in a
11 per cent increase in life insurance assets.

Insurance activities are now included mainly
under Personal Financial Services. The HSBC Group
has ambitious growth plans in Insurance, and the

1 The commentary on pages 4 to 6 relates to France’s contribution to the HSBC Group under UK GAAP.

— The managerial scope changed on 1 January 2007, and now includes the HSBC France group’s French activities, including the results
of entities legally owned by HSBC France and located outside France (mainly Asset Management activities outside France, CMSL
in the UK and HSBC France’s branch in Belgium). These entities were previously excluded from the managerial scope, although this
change in scope does not have a meaningful impact on 2006 results. It also includes the operating results of HSBC Paris Branch
(a branch of HSBC Bank plc) and Erisa, which was acquired in full in 2007 and fully consolidated.

— Financial figures are presented according to IFRSs as applied by the HSBC Group.

— HSBC France’s gain on selling its stake in HSBC Private Banking Holdings (Suisse) SA has been eliminated, since it is an intra-group gain.



aim is for Insurance to make up 20 per cent of profit
before tax. The acquisition of Swiss Life’s stakes in
Erisa and Erisa IARD formed part of this growth
plan. This purchase gave the HSBC Group full
ownership of these two companies, which have been
renamed HSBC Assurances Vie (France) and HSBC
Assurances IARD (France) in 2008.

In 2007, Erisa increased premium income by
9 per cent in a market that contracted by 3 per cent
(source: FFSA statistics — January 2008).

However, despite the significant contribution made
by Insurance, Personal Financial Services results do
not yet reflect our strong commercial performance,
partially due to the increasingly competitive market.
Revenue growth was also limited by the non-
recurrence of a factor that gave a major boost to
2006 revenue, i.e. the mark-to-market gain on home
purchase savings options in accordance with IAS
32/39. The apparent increase in credit risk does not
reflect a deterioration in credit quality, but rather
the particularly low base in 2006. This factor,
together with higher expenses arising from
investments in developing HSBC’s platform in
France and the integration of Erisa, had a negative
impact on profit before tax.

Commercial Banking

In 2007, we initiated major campaigns to market our
services, raise our profile and win new business
customers, resulting in a 6 per cent expansion in our
client base.

As in 2006, growth in Commercial Banking was
driven by synergies with the HSBC Group thanks to
its international strength, and with HSBC France’s
other businesses:

— Continued success of “Club Pays” (in the UK,
China and Hong Kong), the roll-out of Global
Links and the extension of IBC (International
Business Centre) services;

— Marketing developments in conjunction with
Global Transaction Banking (CRM tools, client
acquisition, advertising);

— HSBC Mid Cap: numerous M&A mandates
executed in conjunction with the Global Banking
and Markets segment, along with financing
transactions;

— Private Banking: increasing success in cross-sells
to entrepreneur clients.

The direct banking offering expanded further
with the launch of leasing products, the “package
intégral” comprehensive service package, interna-

tional transfers and mutual funds transactions. BIB
(Business Internet Banking) customer numbers rose
by 10 per cent, and transaction volumes increased.

Growth in the customer base, together with the
fact that clients are increasingly using HSBC as their
main bank, resulted in faster growth in deposits
(22 per cent) and loans outstanding (19 per cent).

However, as in Personal Financial Services, profit
before tax was adversely affected by higher costs
and an increase in credit impairment charge from a
particularly low level in 2006. Commercial Banking
revenues rose by 2 per cent, with most of the increase
in volumes being offset by the effects of stiff
competition. However, the financial crisis in the
second half of 2007 caused a tightening in financing
conditions, leading to an improvement in margins late
in the year.

Global Banking and Markets

The operating environment in the financial sector
was affected by the liquidity crisis from the summer
onwards. Nevertheless, Global Banking and Markets
generated good revenue growth, even without gains
realised on disposals of non-strategic equity holdings.

The value of the HSBC Group global network
remains evident, and revenues generated in France
from major French clients were roughly equal to
those achieved outside France.

Global Banking results were strong. There was a
35 per centincrease in revenues from M&A activities,
along with growth in structured financing and asset
financing, resulting from increased cross-border
deal volumes. Credit margins rose in late 2007, while
volumes were stable. The unusual situation in late
2007 means that all operations are monitored very
carefully.

The three global platforms for capital market
products in Paris (structured interest-rate deriva-
tives, equity derivatives and European government
bonds) have played a significant part in the HSBC
Group’s success, and won numerous accolades in 2007:

— HSBC Global Markets was named “Interest Rate
Derivatives House of the Year” by The Banker
magazine in October 2007,

and “Rate House of the Year” by mtn-1 (Global
MTN Award 2007).

In the Markets business, results were also strong,
despite the mixed and turbulent background in 2007.
Equity and equity derivatives activities benefited
from the extended global coverage of the HSBC
Group’s equity research.
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Market volatility had a positive impact on fixed-
income revenues. In fixed income and interest-rate
derivatives, revenues rose by 49 per cent. Forex
activities benefited from capacity provided by the
HSBC Group, and saw further growth among
French companies. Growth was also driven by grea-
ter synergies with Commercial Banking, through
Regional Treasury Centres.

HSBC France maintained a cautious stance on
balance-sheet liquidity and risk management, through
its centralised risk management function.

In Asset Management, after various structural
and organisational changes in 2006, development
continued in 2007, although market conditions
contrasted sharply. Asset Management suffered
from the credit crisis and the consolidation
in emerging Asian markets, but was supported
by strong growth among institutional clients
in Europe and increased money-market management
activity.

Assets under management rose by 6 per cent to
EUR 89 billion. Firm growth among institutional
clients offset outflows from corporate clients.

Growth in the Asset Management business is
being driven by ongoing synergies with Retail
Banking in product distribution, along with the
ability of specialist asset management companies
Sinopia and Halbis to innovate and create specific
products.

As in previous years, synergies between Personal
Financial Services and Commercial Banking led to
an encouraging level of net new money, despite out-
flows from private investment mandates. The range
of products for personal customers was enhanced
with the addition of several funds, including
Premier Relaunch Gem Wealth, Multimanager
Premium and GIF Climate Change.

There was increased business with European
institutional clients, attracted by good levels of
absolute return, global macro and emerging markets
skills, along with partnerships with major European
retail banks to market emerging-market and structured-
product funds designed in collaboration with Global
Markets. Sinopia successfully launched new funds
in Asia and continued to develop in North America.

During the credit crisis, HSBC’s aim has been to
safeguard the liquidity of its funds for clients at all
times.

Private Banking

In 2007, a new front-office organisation was set up,
involving structured client segmentation and a move
to categorise client relationship managers as either
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“developers” or “prospectors”. Synergies increased
in 2007, with Private Banking benefiting from
increased business referrals, and also referring more
business to other units. Gross new money rose by
11.4 per cent relative to 2006, on the back of new
entrepreneur and executive clients referred by
Personal Financial Services, Commercial Banking
and Global Banking. However, the financial crisis
prompted corporate clients to withdraw money from
the summer onwards, causing AuM to fall slightly
relative to 2006, to EUR 11.7 billion.

Synergies also came into play in terms of
enhancing the offering and developing value-added
products. Thisled toadoublingin AuM instructured
products such as stock option coverage products,
developed in conjunction with the Markets business.
Synergies with the Group’s other Private Banking
entities also increased in a number of areas. For
example, AuM in alternative funds launched in
partnership with Group Private Banking rose by
70 per cent. There was also a 19.5 per cent increase
in loans against assets and a 7 per cent rise in life
insurance assets.

Private Banking changed its IT system in 2007,
successfully migrating to the Group Private Banking
system Bimas.

Once again, Private Banking’s performance was
recognised with several awards including:

— second place in Mieux Vivre Votre Argent
magazine’s specialist bank category;

— Patrimoine fund - first place in L’Agefi magazine’s
Grands Prix de la Gestion d’Actifs.

The product mix benefited from the development
of value-added products. Revenues increased by
2 per cent and by 9 per cent excluding capital gains.
Combined with a very firm grip on costs, this
revenue growth translated into a 5 per cent increase
in profit before tax.

Proposed resolutions

The Board of Directors has drawn up the following
resolutions to be presented at the Annual General
Meeting of Shareholders on 28 May 2008.

In Resolution 1, the Board proposes that the
Shareholders, having read the Board’s management
report, the Auditors’ general report and the reports
of the Chairman and the Auditors on the practices
of the Board and internal control procedures,
approve the annual financial statements for the year
ended 31 December 2007 as well as the transactions
reflected in those statements or summarised in those
reports.



Resolution 2 concerns the allocation of the
2007 net profit of EUR 1,357,460,899.67. Considering
retained earnings of EUR -3,506,000.00' and after
the allocation of EUR 277,097.00 to the legal reserve,
the profit available for distribution amounts to
EUR 1,353,677,802.67. The dividend to be paid
to Shareholders would be EUR 3.04 per share,
for a total distribution of EUR 230,618,944.80.
Therefore, retained earnings would amount to
EUR 1,123,058,857,87. As the distributed amount
equals the advance dividend decided by the Board
on 25 July 2007, there would be no new payment.

Resolution 3 proposes that you approve the
consolidated financial statements at 31 December
2007 so as to comply with Article L. 225-100 of the
French Commercial Code, after having heard the
Statutory Auditors’ report on consolidated financial
statements.

Resolution 4 proposes that you approve the
related party agreements covered by Article L. 225-38
of the French Commercial Code, after having heard
the Auditors’ report on these agreements.

Resolutions 5 to 8 propose that you renew
the directorships of Mr Christophe de Backer,
Mr Charles-Henri Filippi, Mr Philippe Houzé and
Mr Igor Landau for a term of four years ending with
the Annual General Meeting that will be called to
approve the financial statements of the year ending
in 2011.

Powers (Resolution 9)

This last resolution is intended to grant full powers
to the bearer of an original, a copy or an excerpt of
the minutes of this General Meeting to carry out the
required formalities.

1 Due to accounting of impairments on PEL and CEL according to the first application of CNC notice 2006-02 on accounting for home

purchase savings plans and accounts.
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Senior Executives

Directors and members of the Executive Committee

Peter Boyles Chief Executive Officer.

Age 52. He joined HSBC in 1975 and held various roles in the Middle East, Hong Kong and the Solomon
Islands encompassing branch management, trade finance, operations and corporate banking. From 1987
to 1993, he worked in Corporate Banking in Hong Kong, before taking up the role of Senior Manager,
Abu Dhabi. After that, he was appointed as Chief Executive Officer in Qatar, and then Deputy Chief Executive
Officer in Malaysia. In 2000, he was appointed Senior Corporate Vice-President, Corporate and Transactional
Banking for HSBC in France, helping manage the integration of CCF into the Group. Appointed as Group General
Manager, he became Group Head of Human Resources in 2006. Since September 2007, he has been Chief Executive
Officer of HSBC France.

Christophe de Backer Deputy Chief Executive Officer, Deputy to the Chief Executive Officer.

Age 45. He joined HSBC France in 1991 where he held several positions with CCF Securities, becoming Chairman
and Chief Executive Officer in 1998. In January 2001, he was appointed Senior Corporate Vice-President in charge
of Asset Management and Insurance for HSBC France, thereby becoming Chairman and Chief Executive Officer
of HSBC CCF Asset Management Holding. In September 2005, he was appointed as Chairman of the Executive
Board of HSBC Private Bank France. Since September 2007, he has been Deputy Chief Executice Officer, Deputy
to the Chief Executive Officer in all of his duties.

Gilles Denoyel Deputy Chief Executive Officer.

Age 53. In June 1996, he joined HSBC France as Finance Director, having held senior appointments in the French
Ministry of Finances. In 1998, he was appointed Senior Corporate Vice-President, Finance. In March 2004, he was
appointed Deputy Chief Executive Officer of HSBC France, in charge of finance and support services. In 2006, he
was responsible for the Asset Management activities, the Insurance activities and the non-finance support services.
Since September 2007, he has been responsible for all risk management and control activities. In this role, he directly
supervises the Credit, Legal and Tax, Compliance and Market risks departments. He is also responsible for relations
with supervisory and financial market authorities.

Jean Beunardeau Senior Corporate Vice-President, Head of Global Banking and Markets.

Age 45. He joined HSBC France in 1997 in Corporate Finance, having previously held senior appointments in the
French Civil Service. He was appointed successively in 2004 Head of Corporate Banking , and co-Head of Global
Banking and Markets mainly in charge of Corporate and Investment Banking. In 2005, he was appointed Senior
Corporate Vice-President. Since September 2007, he has been Head of Global Banking and Markets.

Peter Boyles Christophe de Backer Gilles Denoyel Jean Beunardeau

Philippe Pontet Chairman Investment Banking.

Age 65. He joined HSBC France in 2005 as Vice-Chairman of Corporate Finance for Europe
at HSBC France. In February 2005, he was appointed Member of HSBC France’s Board.
At the end of August 2007, he was appointed Member of HSBC’s New European Advisory
council. Over the last 30 years he has held a number of leading positions in the French banking
and industrial sectors, including Chairman and CEO of the banking group, Credit Industriel
et Commercial; Chairman and CEO of Framatome; and Chairman of Areva prior to joining
HSBC in January 2005. Since September 2007, he has been Chairman Investment Banking.




Other members of the Executive Committee

Jacques-Emmanuel Blanchet

Head of Commercial Banking

Loic Bonnat

Chief Operating Officer Global Banking and Markets

Caroline Brousse

Head of Asset Management

Catherine Bussery

Head of Compliance

Alain Cadiou Head of Group Audit France
Johnny Crichton Head of Credit

Didier Descamps Head of Global Markets France
Eric Groven Chief Financial Officer

Matthieu Kiss Head of Strategy and Organisation

Marc de Lapérouse

Head of Legal and Tax Affairs

Carl Lashua

Regional CIO Continental Europe

Chantal Nedjib

Head of Corporate Communications

Corinne Orémus

Head of Retail Distribution

Daniel Roy Chairman of the Executive Board of HSBC Private Bank France
Pierre Ruhlmann Head of Operations
Matthew Paul Smith Chief Operating Officer

Catherine Vidal

Head of Personal Financial Services

Jean-Pierre Wiedmer

Head of Insurance




HSBC FRANCE

Corporate Governance

Composition of the Board of Directors of HSBC France on 1 March 2008

Charles-Henri Filippi Born in 1952
Holds 1 HSBC France share. First elected: 1998. Last re-elected: 2004. Term ends: 2008 .

Principal Position:

Chairman of the Board of Directors, HSBC France.

Other directorships in the HSBC Group:

Director, HSBC Bank plc. Director, HSBC Private Banking Holdings (Suisse) SA. Directorships expired in 2007:
Chief Executive Officer, HSBC France. Chairman of the Supervisory Board, HSBC Private Bank France. Member
of the Supervisory Board, HSBC Trinkaus & Burkhardt AG.

Other directorships outside of the HSBC Group:

Director, Centre National d’Art et de Culture Georges Pompidou. Chairman, Association des Amis de I’Opéra
Comique (since 7 March 2007). Censor, Nexity (since 23 July 2007). Member of the Supervisory Board, Euris (since
2 August 2007). Director, Association des Amis du Festival d’Automne (since 10 October 2007). Director, L’Oréal
(since 30 November 2007). Director, France Télécom (since 5 February 2008). Directorship expired in 2008: Director
and Member of the Executive Commission, Altadis.

Résumeé:

Joined HSBC France in 1987 having previously held senior appointments in the French Civil Service. Appointed
Executive President of HSBC France in 1998, and appointed HSBC Group General Manager in 2001 as Global
Head of Corporate and Institutional Banking. Appointed Chairman and Chief Executive Officer on 1 March 2004.
Chairman of the Board of Directors of HSBC France since 1 September 2007.

Peter Boyles Born in 19552
Holds 1 HSBC France share. First elected: 2007. Term ends: 2009.

Principal Position:

Chief Executive Officer, HSBC France (since 1 September 2007).

Other directorships in the HSBC Group:
Directorship expired in 2007: Chairman, HSBC IM Pension Trust Ltd.

Christophe de Backer Born in 1962>
Holds 1 HSBC France share. First elected: 2007. Term ends: 2008 .

Principal Position:

Deputy CEO, HSBC France (since 1 September 2007).

Other directorships in the HSBC Group:

Chairman of the Supervisory Board, HSBC Private Bank France (since 14 June 2007). Director, HSBC Assurances
Vie (France). Director, HSBC Assurances IARD (France) (since 3 July 2007). Director, HSBC Investments (France).
Director, Société Marseillaise de Crédit (since 27 September 2007). Director, Sinopia Asset Management (since
30 October 2007). Directorships expired in 2007: Chairman of the Management Board, HSBC Private Bank France.
Director, Louvre Gestion.

Gilles Denoyel Born in 1954*
Holds 1 HSBC France share. First elected: 2004. Last re-elected: 2006. Term ends: 2010.

Principal position:

Deputy CEO, HSBC France.

Other directorships in the HSBC Group:

Vice Chairman, HSBC Assurances Vie (France). Director, HSBC Assurances IARD (France). Director, HSBC
Investments (France). Director, HSBC Epargne Entreprise. Director, Sinopia Asset Management. Member of the
Supervisory Board, HSBC Private Bank France. Directorships expired in 2007: Chairman, HSBC Investments
(France). Chairman, Halbis Capital Management (France). Chairman, HSBC Epargne Entreprise. Chairman,
Sinopia Asset Management. Chairman and CEO, HSBC Asset Management Holding. Chairman of SAS, HSBC
Investments FCP (France).

Other directorships outside of the HSBC Group:

Director, DCN. Member of the Board and Treasurer, Association Frangaise des Banques. Director, Fonds de
Garantie des Dépots (since June 2007). Chairman, Groupement des Banques Etrangéres en France (since April 2007).
Member of the Orientation Committee, Euronext. Director, MEDEF (permanent reprentative of HSBC France)
(since 5 February 2008).

1 Director standing for re-election at the Annual General Meeting to be held on 28 May 2008.
2 Résumé available on page 8.
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Jean Beunardeau Born in 1962
Holds 1 HSBC France share. First elected: 2008. Term ends: 2010.

Principal position:

Senior Corporate Vice-President, Head of Global Banking and Markets, HSBC France.

Other directorships in the HSBC Group:

Chairman, Fonciére Elysées (since 29 June 2007). Director, HSBC Epargne Entreprise. Director, Nobel (since
26 December 2007). Director, HSBC Investments (France) (permanent representative of HSBC France). Directorship
expired in 2007: Chairman of the Supervisory Board, Fonciére Elysées.

Other directorships outside of the HSBC Group:
Director, X-Banque. Director, Amicale des Anciens Eléves de Polytechnique.

Evelyn Cesari Born in 1949
Holds 1 HSBC France share. First elected: 2000. Last re-elected: 2004. Term ends: 2008.
Director elected by employees.

Principal position:
Head of the Personal Financial Services customer group, Real Estate Department, HSBC France.

Résumé:

Joined HSBC France in 1967.

Paul Dubrule Born in 1934
Holds 1 HSBC France share. First elected: 1999. Last re-elected: 2005. Term ends: 2009.
Independent Director. Chairman of the HSBC France Nomination and Remuneration Committee.

Other directorships:
Director, Oberthur Technologies. Manager, Société d’Exploitation et d’Investissements Hoteliers — SETH. Manager,
Paddel. Manager, SCI 4 rue Paul Merwart. Manager, Groupement Foncier Rural des Baumelles. Chairman, Axandra.

Résumé:

Chairman and founder of Novotel (1963). Co-Chairman of Accor (1983-1997).

Michel Gauduffe Born in 1959
Holds 1 HSBC France share. First elected: 2008. Term ends: 2008.
Director elected by employees.

Principal position:

Deputy Head of HSBC Limoges Branch, HSBC France.

Other directorships in the HSBC Group:
Chairman, Institution de Prévoyance Vernet (since 29 June 2007). Member of the Supervisory Board, HSBC France
Sécurité Régularité Equilibre Dynamique.

Other directorships outside of the HSBC Group:
Director, AGIRA (since 20 December 2007).

Résumé:

Joined HSBC France in 1981.

Stephen Green Born in 1948
Holds 1 HSBC France share. First elected: 2000. Last re-elected: 2007. Term ends: 2011.
Member of the HSBC France Nomination and Remuneration Committee.

Principal position:

Group Chairman, HSBC Holdings plc.

Other directorships *:

Chairman, British Bankers’ Association. Director, Friends of the Archbishop of Canterbury’s Anglican Communion
Fund Inc. Director, The Institute of International Finance, Inc. Director, British Museum. Director, Confucius
Institute for Business, London. Director, China Festival 2008. Member, The Hong Kong Association. Director,
China Now Trading Limited (since 19 February 2007). Member, London Business School. Member, The Prime
Minister’s Business Council for Britain.

Résumé:

British nationality. HSBC Group Treasurer 1992-1998. Executive Director, Corporate Investment Banking and
Markets, HSBC Holdings plc 1998-2003. HSBC Group Chief Executive May 2003-May 2006. Chairman, HSBC Bank
ple since 1 January 2005. Group Chairman of HSBC Holdings plc since 26 May 2006.

1 Résumé available on page §.
2 For the most part, appointments held in companies which do not belong to the group in which the Director holds his principal position.
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HSBC FRANCE

Corporate Governance (continued)

Philippe Houzé Born in 1947
Holds 1 HSBC France share. First elected: 1999. Last re-elected: 2004. Term ends: 2008 !.
Independent Director. Member of the HSBC France Nomination and Remuneration Committee.

Principal position:
Chairman of the Management Board, Groupe Galeries Lafayette.

Other directorships *:

Director, Casino Guichard-Perrachon. Director, Société d’Exploitation du Palais des Congres de Paris. Member of
the Executive Board, MEDEF. Member, Union du Grand Commerce de Centre Ville (UCV). Member, Association
Internationale des Grands Magasins. Member of the Board of Directors, National Retail Federation (NRF-USA).
Elected member, Chambre de Commerce et d’Industrie de Paris.

Résumé:

Director of Galeries Lafayette since 1974. Chairman of Monoprix since 1994. Vice-President of the Conseil National
du Commerce since 1991. Chairman of UCV and member of the Chambre de Commerce et d’Industrie de Paris
since 2005.

Igor Landau Born in 1944
Holds 1 HSBC France share. First elected: 2002. Last re-elected: 2004. Term ends: 2008 .
Independent Director.

Other directorships:
Director, Sanofi-Aventis. Member of the Supervisory Board, Adidas-Salomon. Member of the Supervisory Board,
Allianz AG.

Résumé:

After a few years with McKinsey, he joined Rhone-Poulenc in 1975 as assistant to the General Manager of the
Health Division. In 1987, he was appointed Member of Rhone-Poulenc Group’s Executive Committee and General
Manager of the Health Division and then in 1992, CEO of Rhone-Poulenc Group. After the merger with Hoechst,
he was a member of the Management Board of Aventis from 1999 to 2002 and then Chairman of the Management
Board until 30 August 2004. Since this date, he has been a Director of Sanofi-Aventis.

Philippe Pontet Born in 1942°

Holds 1 HSBC France share. First elected: 2005. Last re-elected: 2007. Term ends: 2011.
Principal position:

Chairman Investment Banking, HSBC France.

Other directorships in the HSBC Group:
Director, Nobel (since 26 December 2007).

Other directorships outside of the HSBC Group:
Directorships expired in 2007: Chairman, SOGEPA. Chairman, SOGEADE Gérance.

Philippe Purdy Born in 1958
Holds 1 HSBC France share. First elected: 2004. Term ends: 2008.
Director elected by employees.

Principal position:

Receptionist, HSBC Mandelieu branch, HSBC France.

Résumé:

Joined HSBC France in 1982.

Marcel Roulet Born in 1933
Holds 1 HSBC France share. First elected: 1996. Last re-elected: 2005. Term ends: 2009.
Independent Director. Chairman of the HSBC France Audit Committee.

Other directorships:
Director, France Télécom. Chairman of the Supervisory Board, Gimar Finances SCA. Member of the Supervisory
Board, Eurazeo. Director, Thomson. Director, Thales as permanent representative of TSA. Censor, Cap Gemini.

Résumé:

Ingénieur général des Télécommunications. Honorary Chairman of France Télécom. Chairman of France Télécom
from 1991 to 1995. Chairman and Chief Executive Officer of Thomson from 1996 to 1997 and Thomson CSF
(now Thales) from 1996 to 1998.

1 Director standing for re-election at the Annual General Meeting to be held on 28 May 2008.
2 For the most part, appointments held in companies which do not belong to the group in which the Director holds his principal position.
3 Résumé available on page 8.
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Joyce Semelin Born in 1974

Holds 1 HSBC France share. First elected: 2004. Term ends: 2008.

Director elected by the employees.

Principal position:

International Business Officer, HSBC Premier International, HSBC France.

Résumé:

Joined HSBC France in 1999.

Peter Shawyer Born in 1950
Holds 1 HSBC France share. First elected: 2005. Term ends: 2009.
Independent Director. Member of the HSBC France Audit Committee.

Other directorships:
Independent Director and Member of the Audit Committee, HSBC Bank plc. Director, Ingenious Media plc.
Independent Director and Chairman of the Audit Committee, Silverjet plc. Chairman, British International.

Résumé:
British nationality. He made all his career at Deloitte & Touche. He was Managing Partner and member of the
Executive Committee at Deloitte & Touche in London until 2004.
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HSBC FRANCE

Corporate Governance (continued)

Directorships held' by the members of the Board of Directors (composition at 1 March 2008)

Information as at 31 December of each year from the year of appointment at the HSBC France Board of Directors.

Director’s name
Principal position

elected ends

First Term
2007

2006

2005

2004

2003

Charles-Henri Filippi
Chairman,
HSBC France

1998 2008%>  Directorships in the
HSBC Group:
Chairman:

HSBC France.
Director:

HSBC Bank plc,
HSBC Private
Banking Holdings
(Suisse) SA.

Directorships outside
of the HSBC Group:
Director: Centre
National d’Art et de
Culture Georges
Pompidou,
Association des
Amis du Festival
d’Automne, LOréal.
Chairman:
Association des
Amis de I'Opéra
Comique.

Censor: Nexity.
Member of the
Supervisory Board:
Euris.

Directorships in the
HSBC Group:
Chairman and CEO:
HSBC France.
Group Managing
Director and
member of

the Group
Management
Board:

HSBC Holdings plc.
Chairman of the
Supervisory Board:
HSBC Private

Bank France.
Member of the
Supervisory Board:
HSBCTrinkaus &
Burkhardt AG.
Director:

HSBC Bank plc,
HSBC Private Banking
Holdings (Suisse) SA.

Directorships outside
of the HSBC Group:
Director and Member

Directorships in the
HSBC Group:
Chairman and CEO:
HSBC France.

Group Managing
Director:

HSBC Holdings plc.
Director:

HSBC Bank plc, HSBC
Trinkaus &

Burkhardt KGaA,
HSBC Private Banking
Holdings (Suisse) SA,
HSBC Asset
Management
Holding.

Member of the
Supervisory Board:
HSBC Private

Bank France.

Directorships outside
of the HSBC Group:
Director and Member
of the Executive
Commission:
Altadis.

Directorships in the
HSBC Group:
Chairman and CEO:
CCF.

Group Managing
Director:

HSBC Holdings plc.
Director: HSBC Bank
plc, HSBC Trinkaus
& Burkhardt KGaA,
HSBC CCF Asset
Management
Holding.

Chairman of the
Supervisory Board:
HSBC Private

Bank France.

Directorships outside
of the

HSBC Group:
Director: Seita
(permanent
representative

of CCF).

Director and Member
of the Executive

Directorships in the
HSBC Group:
Member of the Group
Management

Board:

HSBC Holdings plc.
Director:

HSBC Bank plc.

Directorships outside
of the HSBC Group:
Director: Seita
(permanent
representative

of CCF).

Director and Member
of the Executive
Commission:
Altadis.

Director and Member of the Executive Commission:
of the Executive  Commission: Altadis. Altadis.
Commission: Altadis. Director: Member of the
Centre National Supervisory Board:
d'Art et de Galeries Lafayette.
Culture Georges
Pompidou.
Peter Boyles 2007 2009  Directorships in the - - - -
Chief Executive HSBC Group:
Officer, Director and CEO:
HSBC France HSBC France.
Christophe de Backer ~ 2007 20082  Directorships in the - - - -
Deputy CEO, HSBC Group:
HSBC France Director and Deputy

CEO: HSBC France.
Chairman of the
Supervisory Board:
HSBC Private

Bank France.
Director: Erisa, Erisa
IARD, HSBC
Investments (France),
Société Marseillaise
de Creédit,

Sinopia Asset
Management.

1 For the most part, appointments held in companies which do not belong to the group in which the Director holds his principal position.
2 Director standing for re-election at the Annual General Meeting to be held on 28 May 2008.
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Director’s name First Term
Principal position elected ends 2007 2006 2005 2004 2003
Gilles Denoyel 2004 2010  Directorshipsinthe  Directorshipsinthe  Directorshipsinthe  Directorships in the -
Deputy CEO, HSBC Group: HSBC Group: HSBC Group: HSBC Group:
HSBC France Director and Deputy  Director and Deputy ~ Director and Deputy ~ Director and Deputy
CEO: HSBC France. ~ CEO:HSBC France. ~ CEO: HSBC France. CEO: CCE
Vice Chairman: Erisa. Chairmanand  Director: Erisa, Erisa Director: Banque
Director: Erisa IARD, CEO: HSBC Asset |IARD, HSBC Asset Hervet, Erisa,
HSBC Investments Management Management HSBC CCF Asset
(France), HSBC Holding. Holding, HSBC Management
Epargne Entreprise, Chairman of SAS: Investments Holding, Société
Sinopia Asset HSBC Investments (France), Marseillaise de
Management. FCP (France). Sinopia Asset Crédit.
Member of the Chairman: Management. Member of the
Supervisory Board: HSBC Investments Member of the ~ Supervisory Board:
HSBC Private Bank (France),  Supervisory Board: HSBC Private Bank
France. SinopiaAsset ~ HSBC Private Bank France.
Management, France.
Directorships outside Halbis Capital Directorships outside
of the HSBC Group: Management  Directorships outside  of the HSBC Group:
Director: DCN, (France), HSBC  of the HSBC Group: Director: DCN,
Fonds de Garantie ~ Epargne Entreprise. Director: DCN, Fondation de
des Dépdts.  Vice Chairman: Erisa. Association France,
Chairman: Director: Francaise des Association
Groupement  Erisa IARD, Sinopia- Banques. Francaise des
des Banques  Société de Gestion, Banques.
Etrangeéres en (permanent
France. representative of
Member of the Board HSBC Asset
andTreasurer: Management
Association Holding).
Francaise des Member of the
Banques.  Supervisory Board:
Member of the HSBC Private Bank
Orientation France.
Committee:
Euronext.  Directorships outside
of the HSBC Group:
Director: DCN,
Association
Francaise des
Banques.
Member of the
Orientation
Committee:
Euronext.
Evelyn Cesari 2000 2008 - - - - -
Director elected
by employees
Paul Dubrule 1999 2009 Director: Oberthur Founding Co- Founding Co- Founding Founding
Company Director Technologies. Chairman: Accor. Chairman: Accor. Co-Chairman, Co-Chairman,
Manager: Société Director: Oberthur Chairman: Member of the Member of the
d'Exploitation et Card Systems.  Maison de la France. Management Management
d'Investissements Manager: Société Director: Oberthur Board: Accor. Board: Accor.
Hoteliers - SEIH, d’Exploitation et Card Systems.
Paddel, SCI 4 d'Investissements Manager: Société
rue Paul Merwar, Hoteliers — SEIH. d'Exploitation et
Groupement d'Investissements
Foncier Rural des Hoteliers - SEIH.
Baumelles.

Chairman: Axandra.
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HSBC FRANCE

Corporate Governance (continued)

Director’s name First Term
Principal position elected ends 2007 2006 2005 2004 2003
Stephen Green 2000 2011 Group Chairman, Group Chairman, Executive Director Executive Director Executive Director
Group Chairman, HSBC Holdings plc. ~ HSBC Holdings plc. and Group and Group and Group
HSBC Holdings plc Chief Executive: Chief Executive: Chief Executive:
Directorships outside  Directorships outside ~ HSBC Holdings plc. ~ HSBC Holdings plc. ~ HSBC Holdings plc.
of the HSBC Group:  of the HSBC Group:
Chairman: British Chairman: British  Directorships outside Directorships outside Directorships outside
Bankers’ Bankers’  of the HSBC Group: ~ of the HSBC Group:  of the HSBC Group:
Association. Association. Director: Friends of ~ Director: Friends of Director: Friends of
Director: Friends of ~ Director: Friends of the Archbishop the Archbishop the Archbishop
the Archbishop the Archbishop of Canterbury's of Canterbury’s of Canterbury's
of Canterbury's of Canterbury’s Anglican Anglican Anglican
Anglican Anglican Communion Fund Communion Communion Fund
Communion Fund Communion Fund Inc., The Institute of Fund Inc., Inc.
Inc., The Institute Inc., The Institute International The Institute of
of International of International Finance, Inc. International
Finance, Inc., Finance, Inc., Member: London Finance, Inc.
British Museum, British Museum, Business School,

Confucius Institute
for Business,
London, China
Festival 2008,
China NowTrading
Ltd.

Member: London
Business School,
The Hong Kong
Association, The
Prime Minister's
Business Council
for Britain.

China Festival
2008, The Hong
Kong Association,
Confucius Institute
for Business,
London.

Member: London
Business School.

British Museum.

Philippe Houzé
Chairman of the
Management Board,
Groupe Galeries
Lafayette

1999 2008 Chairman of the
Management
Board: Groupe
Galeries Lafayette.
Director: Casino
Guichard
Perrachon,

Société d'Exploitation
du Palais des
Congres de Paris.
Member of the
Executive Board:
MEDEF

Member: Union du
Grand Commerce
de Centre Ville
(ucv),

Association
Internationale des
Grands Magasins,
Board of Directors
National Retail
Federation
(NRF-USA).

Elected member:
Chambre de
Commerce et
d'Industrie de Paris.

Chairman of the
Management
Board: Société
Anonyme des
Galeries Lafayette.
Chairman and CEO:
Monoprix SA.
Director: Casino
Guichard
Perrachon, Société
d’Exploitation du
Palais des Congrés
de Paris.

Member of the
Executive Board:
MEDEF.

Member: Union du
Grand Commerce
de Centre Ville
(UCV), Board of
Directors National
Retail Federation
(NRF-USA).
Elected member:
Chambre de
Commerce et
d'Industrie de Paris.

Chairman of the
Management
Board: Galeries
Lafayette.
Chairman and CEO:
Monoprix SA.
Director: Casino
Guichard-
Perrachon, Société
d'Exploitation du
Palais des Congres.
Member of the
Executive Board:
MEDEF.

1 Director standing for re-election at the Annual General Meeting to be held on 28 May 2008.
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Co-Chairman of
the Management
Board: Galeries
Lafayette.
Chairman and CEO:
Monoprix SA.
Director: Casino
Guichard-
Perrachon.
Telemarket,
Monoprix
Exploitation,
Société
d'Exploitation du
Palais des Congres.
Chairman of the
Board: LRMD.

Co-Chairman of
the Management
Board:

Galeries Lafayette.
Chairman and CEO:
Monoprix SA.
Member of the
Supervisory Board:
Casino Guichard-
Perrachon.



Director’s name First Term
Principal position elected ends 2007 2006 2005 2004 2003
Igor Landau 2002 2008’ Director: Director: Director: Director: Chairman of the
Company Director Sanofi-Aventis. Sanofi-Aventis. Sanofi-Aventis, Sanofi-Aventis, Management
Member of the Member of the Insead, Essilor. Insead, Essilor, Board: Aventis.
Supervisory Board: Supervisory Member of the IDI (Institut de Director: Fisons
Adidas-Salomon, Board: Dresdner ~ Supervisory Board: Développement Limited, Insead,
Allianz AG. Bank AG, Adidas- Dresdner Bank AG, Industriel), Essilor, IDI (Institut
Salomon, Allianz Adidas-Salomon,  Thomson. Member  de Développement
AG, IDI (Institut de Allianz, IDI (Institut of the Advisory Industriel),
Développement  de Développement Board: Banquede  Thomson. Member
Industriel). Industriel). France. of the Advisory
Member of the Board: Banque de
Supervisory Board: France.
Dresdner Bank AG, Member of the
Adidas-Salomon.  Supervisory Board:
Dresdner Bank AG.
Philippe Pontet 2005 2011  Directorshipsinthe  Directorshipsinthe  Directorships in the - -
Chairman Investment HSBC Group: HSBC Group: HSBC Group:
Banking, HSBC France Director: Vice Chairman Vice Chairman
HSBC France. Corporate Corporate
Director: Nobel Finance Europe: Finance Europe:
HSBC France. HSBC France.
Directorships outside  Directorships outside
of the HSBC Group:  of the HSBC Group:
Chairman: SOGEPA,  Chairman: SOGEPA,
SOGEADE SOGEADE
Gérance. Gérance.
Philippe Purdy 2004 2008 - - - - -
Director elected
by employees
Marcel Roulet 1996 2009 Chairman of Chairman of Chairman of Chairman of Chairman of
Company Director the Supervisory the Supervisory the Supervisory the Supervisory the Supervisory
Board: Board: Gimar Board: Gimar Board: Gimar Board:
Gimar Finances Finances SCA. Finances SCA. Finances SCA.  Gimar Finances SCA.
SCA. Member of Member of Member of Member of the
Member of the Supervisory the Supervisory the Supervisory  Supervisory Board:
the Supervisory Board: Eurazeo. Board: Eurazeo. Board: Eurazeo. Eurazeo.
Board: Director: Director: Director: Director:
Eurazeo. Thomson, Thales Thomson, Thales Thomson, Thales Thomson, Thales
Director: (permanent (permanent (permanent (permanent
Thomson, Thales representative of representative of representative of representative of
(permanent Thomson SA), Thomson SA), Thomson SA), Thomson),
representative of FranceTélécom. FranceTélécom. FranceTélécom. FranceTélécom.
TSA), France  Censor: Cap Gemini. Censor: Pages Jaunes
Télécom. Groupe, Cap
Censor: Cap Gemini. Gemini.
Joyce Semelin 2004 2008 - - - - -
Director elected
by employees
Peter Shawyer 2005 2009 Independent Director Independent Director Director: - -
Company Director and member ofthe ~ and member of the HSBC Bank plc,
Audit Committee: Audit Committee: Ingenious Music
HSBC Bank plc. HSBC Bank plc. VCT 2 ple.
Independent Director Director: Ingenious
and Chairman of MusicVCT 2 plc.
the Audit Committee:
Silverjet plc.
Director: Ingenious
Media plc.
Chairman: British
International.

1 Director standing for re-election at the Annual General Meeting to be held on 28 May 2008.
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HSBC FRANCE

Corporate Governance (continued)

Business address of the Senior Executives
and members of the Board of Directors

As far as their directorship at HSBC France is
concerned, the address of HSBC France’s Directors
and Senior Executives is the company’s registered
office, 103 avenue des Champs-Elysées — 75419 Paris
Cedex 08 — France.

Conflicts of interest

To the bank’s knowledge, there is no conflict of
interest between the duties of Board members with
respect to the issuer and their private interests and/
or other duties.

For information, Stephen Green is a Director of
HSBC France and Chairman of HSBC Bank plc,
which owns 99.99 per cent of the issuer, and of
HSBC Holdings plc, which owns 100 per cent of
HSBC Bank plc.

Article IV-2 of the Board of Directors’ internal
rules states that any Director who has a conflict of
interest must report it to the Board and must abstain
from voting on any corresponding motion, and that
the Chairman may invite the Director not to be
present at the discussion.

Remuneration of Directors
and Senior Management

Remuneration of Directors

Executive Directors’ remuneration policy

The remuneration of Executive Directors is agreed
each year by the Board of Directors at the recom-
mendation of the Nomination and Remuneration
Committee, after the agreement of the Remuneration
Committee of HSBC Holdings plc. It includes a
fixed component and a variable component. The
fixed component is determined by reference to
market data supported by the advice of specialist
consultants. The variable cash component is equal
to a percentage of the fixed component. This percen-
tage is comprised between 0 per cent and 250 per cent
for the Chairman and the CEO and between
0 per cent and 175 per cent for the Deputy CEOs and
is agreed by the Board of Directors each year once
the financial statements have been approved. The
percentage agreed is based on performance in terms
of operating profit before provisions, earnings per
share and return on equity, taking account of the
economic climate and a comparison against the
budget and prior-year results.

1 Indexed on inflationrate 1 April 2007.
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Furthermore, HSBC Holdings plc shares were
granted in 2007 to the Executive Directors. The
details are shown in the Share options and shares
plans section on pages 171 and 172.

The Executive Directors and Senior Corporate
Vice-Presidents of HSBC France have a defined
benefits supplementary pension scheme. This plan
guarantees members a pre-determined absolute
supplementary pension income based on their length
of service. In the event the beneficiary dies,
60 per cent of this pension is payable to the surviving
spouse. It is increased every year in line with the
average rate applied to French State pensions. The
Board of Directors decided to revise the basis
of these pensions in its 27 February 2007 meeting,
and its decision was applied retrospectively
from 1 January 2007. On this new basis, as at
1 September 2007, date of his appointment as
Chairman, C-H Filippi had accrued pension rights
at HSBC France representing an annual amount of
EUR 133,500. HSBC France began to pay this
pension from 1 September 2007. In addition, as
Group Managing Director of HSBC Holdings plc
during several years, seconded to HSBC France as
Chairman and CEO, C-H Filippi benefits from a
retirement guarantee at the age of 60. At 1 September
2007, the global amount of the guaranteed pension
income was EUR 446,210, excluding the legal and
supplementary pension schemes and the one
described above payable by HSBC France.

At 31 December 2007, G Denoyel had accrued
pension rights at HSBC France representing 17 per
cent of his fixed 2007 salary and 9 per cent of his
total 2007 cash remuneration.

At 31 May 2007, date of his retirement as Executive
Director, P Careil had accrued pension rights at
HSBC France representing an annual amount of
EUR 50,609. This pension, indexed on the average
increase rate of the French State Pensions, will be
paid at the age of 67.

From 1 September 2007, C de Backer began to
accrue pension rights at HSBC France. The amount
is not significant at this stage.

The provision corresponding to the present value
of these HSBC France pension commitments has
been fully booked in HSBC France accounts at
31 December 2007, for an amount of EUR 5.2 million.

Peter Boyles, CEO of HSBC France, is not a
beneficiary of this defined benefits supplementary
pension scheme. As an International Manager he is
entitled to a Group Pension Fund.

Finally, the Executive Directors are also provided
with a company car.



2007 cash remuneration

The amount of direct and indirect cash remune-
ration received in 2007 by the Chairman, the CEO,
the Deputy CEOs and the Senior Corporate

Vice-Presidents (7 persons), including those paid
by other HSBC Group companies, amounted to
EUR 2,149,680 for the fixed component and
EUR 4,246,027 for the variable component.

Cash emoluments, including all benefits in kind, paid to each Executive Director in respect of 2007 by HSBC France,
the companies it controls and the companies which control it (the HSBC Group):

Fixed Variable Benefits Directors’ 2007 2006
component component’ in kind fees Total Total
Charles-Henri Filippi? EUR546,667 EUR1,069,734 EUR5,819 EUR30,500 EUR1,652,720 EUR1,961,755

Gilles Denoyel

Patrick Careil®

Peter Boyles®
Christophe de Backer®

EUR145,833
EUR133,333

Variable component calculated in respect of 2007 and paid in 2008.

1 January to 31 May 2007.
Equivalent to EUR 11,000.
1 September to 31 December 2007,

R WN =

Directors’ fees

At the Annual General Meeting of 21 December
2007, the maximum amount of Directors’ fees
payable each year was fixed at EUR 600,000 against
EUR 480,000 since 2005. At its meeting of 17 May
2005, the Board of Directors decided to increase the
individual fees as follows:

— each Director receives an annual flat fee of
EUR 22,000 at the conclusion of the Annual
General Meeting;

— those Directors who sit as Chairman or member
on the Board Committees also receive an annual
flat fee as follows:

« EUR 10,000 for the members of the
Nomination and Remuneration Committee;

« EUR 15,000 for the members of the Audit
Committee;

*+ EUR 25,000 for the Chairman of the Audit
Committee.

EUR365,000 EUR300,000

USD227942 USD1,047996
EUR700,000

EUR1,744 EUR22,000 EUR688,744 EUR687,000
EUR888 EUR11,000 EUR157721 EUR674,130
- USD17,000*USD1,292,938 -

- EUR11,000 EUR844,333 -

A part of this remuneration was paid by other HSBC Group companies in respect of his functions within the Group.

On 25 July 2007, the Board of Directors decided
that the Chairman of the Board of Directors receives
an annual flat fee of EUR 122,000.

Within the HSBC Group, it is customary for
Directors representing HSBC on the Board of several
different Group companies to receive Directors’ fees
from only one of these or renounce them. Following
the Board’s decision of 20 February 2001, this rule
applies to two HSBC France Directors, Messrs
Geoghegan and Green, who will not receive
Directors’ fees in respect of their directorship of HSBC.

Total Directors’ fees to be paid in May 2008 in
respect of 2007 amount to EUR 0.4 million, as those
paid in 2007 in respect of 2006.
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Corporate Governance (continued)

Cash remuneration effectively paid to each Director in 2007 by HSBC France, the companies it controls and the companies
which control it (the HSBC Group):

Salary and
Directors’ other fixed Variable Benefits
fees remuneration remuneration in kind Total

Executive Directors
of HSBC Group companies
Charles-Henri Filippi®................. EUR53,030 EUR546,667 EUR1,280,000? EUR5,819 EUR1,885,516
PeterBoyles®........................ - USD227,942 - - USD227,942
Christophe de Backer®................ - EUR133,333 - - EUR133,333
GillesDenoyel. ...................t. EUR22,000 EUR365,000 EUR300,000 EUR1,744 EUR688,744
Patrick Careil *....................... EUR22,000 EUR145,833 EUR300,000 EUR888 EUR468,771
Stephen K Green®................... - GBP1,250,000 GBP1,750,000 GBP12,457 GBP3,012,457
Michael F Geoghegan®............... - GBP1,561,246°% GBP1,535,0007 GBP61,210 GBP3,157,456
Philippe Pontet...................... EUR22,000 EUR350,000 EUR400,000 - EUR772,000
Directors elected by the employees
EvelynCesari .............. ...t EUR22,000 EUR22,000
Maurice Ettori....................... EUR22,000 EUR22,000
Philippe Purdy ® . .................... EUR22,000 EUR22,000
Joyce Semelin® ..................... EUR22,000 EUR22,000
Independent Directors
Martin Bouygues .................... EUR22,000 - - - EUR22,000
PaulDubrule ........................ EUR32,000 - - - EUR32,000
Philippe Houzé ...................... EUR32,000 - - - EUR32,000
Jean-Claude Jolain .................. EUR32,000 - - - EUR32,000
IgorLandau............... ...t EUR22,000 - - - EUR22,000
Jean-CharlesNaouri ................. EUR22,000 - - - EUR22,000
MarcelRoulet ....................... EUR47,000 - - - EUR47,000
Peter Shawyer....................... EUR77,100° - - - EUR77,100
1 A part of this remuneration was paid by other HSBC Group companies in respect of his functions within the Group.
2 This amount excludes the contribution paid into the UK pension scheme in exchange for the prior waiver of bonus, i.e. EUR 320,000.
3 Appointed as a Director on 1 September 2007.
4 1 January to 31 May 2007.
5 Emoluments shown are those paid by other HSBC Group companies in respect of their executive functions within the Group.
6 Of which an executive allowance of GBP 520,413 paid to fund personal pension arrangement.
7 In return for the prior waiver of part of his bonus, an employer contribution has been made into a pension arrangement equal to GBP 215,000 which would

otherwise have been paid.
8 Directors’ fees paid to a trade union organisation.
9 Of which EUR 27,750 paid by HSBC France, excluding withholding tax.

Auditors’ fees paid in 2007 within the HSBC France group

KPMG Léger & Associés Others

Amount % Amount % Amount %
(in thousands of euros) 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
Audit
Statutory audit,
certification, examination
of parent company
and consolidated accounts ... .. 2,007 1,824 80% 75% 308 298 100% 100% 362 238 100% 100%
—lssuer........coiiiiiii i 484 313 - - 207 189 - - - - - -
- Fully consolidated subsidiaries.. 1,523 1,511 - - 101 109 - - 362 238 - -
Related assignments............ 508 592 20% 25% - - - - - - - -
—lssuer.........o i 403 591 - - - - - - - - - -
— Fully consolidated subsidiaries 105 1 - - - - - - - - - -
Sub-total ...................... 2,515 2,416 100% 100% 308 298 100% 100% 362 238 100% 100%
Otherservices. .................
Legal, tax, social................ - - - - - - - - - - - -
Other ..., - - - - - - - - - - - -
Subtotal ....................... - - - - - - - - - - - -
Total ............ccciiiiiin... 2,515 2,416 100% 100% 308 298 100% 100% 362 238 100% 100%
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Under the article L. 225-37 of the French Commercial
Code created by the August 2003 law on financial
security, the Chairman of the Board of Directors of a
French “société anonyme” issuing financial instruments
to the public is now required to report to shareholders
annually on the company’s corporate governance,
internal control procedures and any restrictions on the
powers of the Chief Executive Officer.

I am pleased to present my report in this respect for
the year ended 31 December 2007. Management is
responsible for defining and implementing adequate
and effective internal controls, with oversight by the
Board of Directors. In this report, the Chairman is
required to report on how the Board of Directors
prepares and organises its work and on the internal
control procedures implemented by the company.

This report has been drawn up in close collaboration
with the main divisions concerned and in association
with the external auditors.

The chapter regarding the Corporate Governance
was presented to the Board of Directors and its
concerned committees.

The internal control regulations and procedures
described herein apply to HSBC France and to all its
consolidated subsidiaries.

CHAIRMAN'’S REPORT ON CORPORATE
GOVERNANCE

HSBC France has for many years applied the
standards of corporate governance as recommended
by the Viénot and Bouton reports and by the
amalgamated report on corporate governance
published by AFEP (French association of private
companies) and MEDEF (French Companies
Association). HSBC France has also applied the
provisions of the new French law on Financial
Security since 2004.

HSBC France’s integration into the HSBC Group
has not resulted in any changes to its corporate
governance practices as this area has always been a
key priority within the Group. However, some tasks
of the Nomination and Remuneration Committee
have been amended to reflect the fact that
HSBC France is no longer an independently quoted
company. The Board of Directors of HSBC France
is no longer responsible for devising share plans, as
employees of the HSBC France group are now
awarded HSBC shares.

The composition of HSBC France’s Board of
Directors endeavours to comply with the recom-
mendations of the amalgamated report published
by AFEP and MEDEEF in terms of independent
Directors (one third of the directors are independent).

Chairman’s report on corporate governance and internal control procedures

Lastly, the Board’s method of operation has since
1996 been governed by a set of internal rules, which
were amended in 2001, 2003, 2005 and 2008 follow-
ing various new recommendations on corporate
governance, the evolution in compliance rules regar-
ding dealings in HSBC shares and the change in the
organisation of General Management powers.

Board of Directors

Composition of the Board
At 31 December 2007, the Board of Directors had
17 members, including:

— the Chairman of the Board of Directors;
— the Chief Executive Officer;

— two Deputy Chief Executive Officers;

— the Chairman Investment Banking;

— the Senior Corporate Vice-President Head of
Global Banking and Markets;

— two Directors representing a company which
owns 99.9 per cent of HSBC France;

— five Directors having no special relationship with
thecompanyand whomaybedeemedindependent
with respect to all criteria defined in the AFEP/
MEDEF report, particularly regarding banking
relationships;

— four Directors elected or re-clected by the
employees in 2004 for a term of four years, in
accordance with the provisions of the French
order of 21 October 1986.

Three Directors are non-French nationals. The
average age of the Directors in office is 55.9.

There were several changes to the Board’s
composition in 2007. The AGM on 10 May 2007
renewed the terms of office of Stephen K Green and
Philippe Pontet for a period of four years.

In accordance with the recommendations of the
AFEP-MEDEEF report, the Nomination and Remu-
neration Committee has examined the position of
Directors whose terms of office expired at the AGM
on 10 May 2007, and proposed that the Board vote
to re-appoint them, taking into account their skills
and their active contribution to the work done by
the Board.

Several co-options of Directors were also decided
by the Board of Directors:

— on 25 July 2007, the Board recorded the resig-
nations of Patrick Careil and Jean-Charles
Naouri, on 1 and 17 July 2007 respectively.
To replace them, it decided, on the recommendation
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of the Nomination and Remuneration Commit-
tee, to co-opt Peter Boyles and Christophe de
Backer for the remainder of the term of office of
their predecessors, i.e. until 2009 and 2008
respectively;

— on 14 November 2007, the Board recorded the
resignation of Martin Bouygues on 1 October
2007. To replace him, it decided, on the recom-
mendation of the Nomination and Remuneration
Committee, to co-opt Jean Beunardeau for the
remainder of the term of office of his predecessor,
i.e. until 2010.

Since the AGM held on 12 April 2000, the
Directors’ term of office has been four years.

The Board’s work in 2007

Before each Board meeting, Directors receive an
agenda together with the draft minutes of the
previous Board meeting. In the week prior to the
meeting, they also receive background information
on agenda items and, a few days ahead of the
meeting, a summary of key financial indicators.
In the case of highly confidential issues, which
cannot be disclosed in advance, the information is
provided during the meeting itself. On the other
hand, Directors are regularly advised of significant
events affecting the company and receive the relevant
documents.

The Board of Directors met four times during
2007, with an average attendance rate of 77 per cent
compared with 78 per cent in 2006:

— 27 February 2007,
— 10 May 2007,

— 25 July 2007;

— 14 November 2007.

In 2007, the Board of Directors reviewed the
group’s quarterly, half-yearly and annual financial
statements and approved the half-yearly and annual
accounts. It also approved the budget for 2007 in its
meeting held on 27 February 2007.

The Board regularly examined the progress of
the strategic plan implementation initiated in 2005,
comparing with targets. It noted also that the HSBC
brand has been gaining ground. It reviewed
the group’s positions in its main business lines,
looking at the retail banking strategy for individual
and business customers (meetings of 10 May
and 14 November 2007) with the relaunch of the
HSBC Premier offer and the creation of Corporate
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Banking Centres, and the Global Banking and
Markets and Asset Management strategy (meeting
of 14 May 2007). It was regularly informed of
preparations and migration to a new IT platform:
HUB.

The Board of Directors met to approve the
acquisition of 50.01 per cent stakes in Erisa and
Erisa IARD from Swiss Life (meetings of
27 February and 10 May 2007). It then met again
with a view to optimising the management of
regulatory capital, deciding to transfer 100 per cent
of the capital of these two companies to the parent
company HSBC Bank plc (Paris Branch) (meeting
of 14 November 2007).

The Board of Directors approved a number of
structural rationalisation procedures, namely the
absorptions by HSBC France of:

— Compagnie de Gestion de Patrimoine du CCF
and Compagnie Financiére des Iles du Rhone,
approved by the Board on 27 February 2007,

— HSBC Asset Management Holding, approved by
the Board on 10 May 2007,

— Finanpar 17, approved by the Board on
14 November 2007.

The Board of Directors met to consider the sale
of a significant holding in HSBC Private Banking
Holdings (Suisse) SA to its majority shareholder
HSBC Europe (Netherlands) BV, thus allowing
optimisation of the use of regulatory capital (meeting
of 10 May 2007).

These rationalisation measures also led the
Board of Directors to discuss a policy of distributing
a dividend linked to changes in regulatory capital
requirements.

The Board regularly reviewed the situation
regarding credit, market, legal and operational
risks. It examined the annual reports sent to
the Commission Bancaire (the French Banking
Commission), along with follow-up letters and
responses following control and audit assignments
of the French Banking Commission.

In particular, Directors were invited to attend an
information and working session on market risk
control policies (29 May 2007). The Board of
Directors also discussed the consequences of the
liquidity crisis that followed the US subprime crisis
(meeting of 14 November 2007).

The Board was informed of the group’s corporate
responsibility efforts.



The work done by the Board committees was
regularly documented in detailed reports drawn up
by their Chairmen, and was discussed in Board
meetings. The Board was regularly kept informed
of the progress of work to comply with Basel 11
regulations.

Apart from these major issues, the Board also
discussed various other issues which are legally its
responsibility.

Changes in the structure of
General Management of HSBC France

At its meeting on 24 February 2004, the Board
considered the structure of the General Management
of the bank and decided that the roles of Chairman
and Chief Executive Officer should be held by a
single person, Charles-Henri Filippi. He exercised
this double role from 1 March 2004, which choice
was repeated by the Board at its meeting of 12 May 2004,
following the General Meeting of shareholders
which renewed C-H Filippi’s mandate as a Director.

Following receipt of notification from C-H Filippi
that he intended to step down from his role as Chief
Executive Officer of HSBC France from 1 September
2007, the Board of Directors decided to separate the
functions of Chairman of the Board of Directors
and Chief Executive Officer from that date. It also
decided that C-H Filippi would continue to act as
Chairman of the Board of Directors until the expiry
of his mandate as a Director, at the General Meeting
of shareholders held in 2008 to approve accounts for
the year to 31 December 2007.

On the recommendation of the Nomination and
Remuneration Committee, the Board named
P Boyles as Chief Executive Officer of HSBC France
from 1 September 2007 until the expiry of his
mandate as a Director. From the date of his
appointment he has been responsible for determining
the direction of the bank’s activity in his role as
the responsible executive under article L. 511-13
of the Monetary and Financial Code.

On the recommendation of P Boyles, the Board
appointed C de Backer as Deputy Chief Executive
Officer, from 1 September 2007 until the expiry of
his mandate as a Director. On the recommendation
of P Boyles, the Board also renewed G Denoyel as
Deputy Chief Executive Officer, from 1 September
2007 until the expiry of his mandate as a Director.

Special committees

Nomination and Remuneration Committee

Composition:

Chairman:

— Paul Dubrule Appointed 1999
(independent) and 2002 as Chairman

Members:

— Philippe Houzé Appointed 1999
(independent)

— Stephen K Green Appointed 2000

The Committee’s main tasks are as follows:

— making proposals to the Board of Directors
regarding the appointment of Directors and
members and Chairmen of the Board’s specialist
committees;

— proposing a Chairman and a CEO to the Board,
and proposing Deputy CEOs to the Board on the
CEOQO’s recommendation, for succession planning
purposes or in the event of a vacancy;

— examining all remuneration of Executive Directors;

— making proposals and recommendations to the
Board concerning remuneration, pension and
protection plans, additional pension contribu-
tions, benefits in kind and various cash entitle-
ments of Executive Directors;

— making recommendations on Directors’ remu-
neration and the distribution of Directors’ fees;

— issuing opinions and recommendations on the
executive remuneration policy and particularly
on the remuneration structure;

— making preparations for the Board’s examination
of corporate governance issues.

Its recommendations on Executive Directors’
remuneration are presented after prior approval by
the Remuneration Committee of HSBC Holdings plc.

The Committee’s work in 2007

The Committee met three times in 2007, with an
attendance rate of 67 per cent. Its main work was as
follows:

— it made proposals to the Board on renewing the
terms of office of two Directors in the AGM.
Proposals were made to renew the terms of office
of S K Green (Director since July 2000) and
P Pontet (Director since 2005);
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— it made proposals to the Board on appointing
three new Directors: P Boyles and C de Backer
(meeting of 25 July 2007), J Beunardeau (meeting
of 14 November 2007), and on changing the
structure of General Management (cf. above);

— proposals to allow the Board to approve, in
agreement with HSBC Holdings plc, the terms of
the 2007 remuneration of C-H Filippi, P Careil
and G Denoyel, setting out the fixed and variable
elements of their remuneration and the number
of shares, with or without performance conditions,
to be awarded to them (see section “Directors’
Remuneration”);

— proposals to allow the Board to approve, in
agreement with HSBC Holdings plc, the terms of
the pension that can be received by P Careil as a
former Director;

— proposals to allow the Board to approve the
financial terms of the departure of C-H Filippi
from his post as Chief Executive Officer and of
his remuneration as Chairman of the Board of
Directors (25 July 2007);

— proposals to allow the Board to approve the terms
of the remuneration of P Boyles and C de Backer
as new Company Officers from 1 September 2007,
in agreement with HSBC Holdings plc.

The Chairman of the Committee reported to
the Board on its work at the Board meetings on
27 February and 14 November 2007. As a member of
the Committee, S K Green represented him at the
Board meeting on 25 July 2007.

Audit Committee

Composition:

Chairman:

— Marcel Roulet Appointed 2003
(independent) and 2005 as Chairman

Members:

— Peter Shawyer Appointed May 2005
(independent)

— Matthew King Appointed May 2005

The Audit Committee’s main duties are defined
in the Board’s internal rules. These duties underwent
a far-reaching review in 2005 to ensure compliance
with the Sarbanes-Oxley Act. They are:

— to examine the integrity of the quarterly, half-
yearly and annual financial statements submitted
to the Board of Directors in order to ensure that
the data and information provided give a true
and fair picture of the company’s operations and
position;
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— to discuss with the external auditors the financial
statements, the scope of audits, restatements
made, compliance with accounting principles,
market rules and legal requirements, and the
impact of any changes in accounting principles
and practices;

— toreview the company’s financial and accounting
policies and practices, and to review financial
internal control systems;

— to make recommendations to the Board of
Directors regarding the appointment of external
auditors, their fees and any other issues concer-
ning their duties;

— to assess the independence and objectivity of
external auditors, and the effectiveness of the
audit process;

— to apply the code of conduct concerning the
provision of non-audit services by the external
auditors;

— to review the external Auditors’ management
letter together with management’s response to
it, and to monitor the implementation of
recommendations made in the letter;

— to carry out a general review of the internal
control system and to examine the internal
control programme and resources;

— to examine management reports on the internal
control system;

— to examine the system used by the company
and its subsidiaries to ensure compliance with
directives issued by the supervisory authorities
and with regulations applicable to them;

— to examine regular reports on the management
of material risks and litigation related to the
Company’s activity, and to ensure the effective-
ness of the system for controlling these risks.

The Committee must meet the external Auditors
and the internal audit officers alone at least once per
year to ensure that no particular problems remain
unresolved.

As required under the HSBC Group rules, once
the Audit Committee has verified the accounting
procedures used to prepare the financial statements,
the Chairman of the Committee sends a letter of
confirmation to the Chairman of the Audit
Committee of HSBC Bank plc, HSBC France’s
direct shareholder.



The Committee’s work in 2007
The Audit Committee met four times in 2007, and
the attendance rate was 100 per cent, as in 2006:

— 23 February 2007,
— 4 May 2007;

— 20 July 2007,

— 9 November 2007.

Meetings were also attended by external auditors
and HSBC France officers responsible for the
subjects under discussion. All meetings were also
attended by the Head of the HSBC Group Internal
Audit who became a member of the Audit Committee
in May 2005. At least one of HSBC France’s
Executive Directors attended each meeting to
answer questions. Furthermore, the Committee’s
members met the external auditors alone before the
submission of the annual financial statements to the
Board of Directors.

The Committee reviewed the parent company
and consolidated financial statements and analysed
the impact of changes in scope of consolidation on
group earnings. The 2006 consolidated financial
statements were presented according to IFRS, with
a distinction drawn between the legal and French
managerial scope of consolidation. 2005 parent
company financial statements were presented
according to French GAAP. The Committee
discussed the choices made by the company in
drawing up its financial statements with the
assistance of the external auditors. The external
auditors commented on their management letter in
the meeting concerning the closing of the 2006
accounts, and presented their audit on the financial
statements for the first half of 2007. This audit also
included the Sarbanes-Oxley certification procedure
which ends with the “4 way meeting”, comprising
external Auditors, the Chief Financial Officer, the
Head of IT systems and Audit. The Audit Committee
looked at Sarbanes-Oxley certificates drawn up
quarterly and examined “weaknesses” identified in
Sarbanes-Oxley reporting. It noted an appreciable
decrease in the number of “weaknesses” in 2007.
The Committee verified the quarterly reconciliation
certificates produced at the request of the HSBC
Group, and was informed of issues raised in external
auditors’ management letters. It also verified the ade-
quacy of provisions for identified risks.

At each meeting, the Committee reviewed the
bank’s significant risks, assisted by the person
responsible for internal control in each case:

— credit risk, with an individual review of major
exposures and the provisioning policy for all
credit risks;

— market risk, including trends in market risk
compared with limits, the fixing of limits and
control instruments in place. It also discussed
the consequences of the banking markets crisis
at the meeting of 9 November 2007,

— compliance, legal and litigation risk;

— other risks, including operational and infor-
mation systems risk. It was regularly informed of
preparation work for the HUB migration and of
the results of this migration. It also examined the
IT recovery plan and the moving plans of the
fall-up site.

In 2007, the Audit Committee closely monitored
the progress of the Basel II project and of work
to ensure compliance with Commission Bancaire
recommendations. The model validation process is
at a very advanced stage, and the system as a whole
should be operational within the timeframe set by
the regulator. It also regularly examined internal
audit work and reviewed the main audit assignments,
particularly those deemed insufficient.

It was informed about audit recommendations,
progress in implementing them and the creation of
a tool to monitor recommendations not yet imple-
mented. It approved the 2007 annual audit plan. It
reviewed the Chairman’s report on internal control
as required by the law on Financial Security, and the
“Review of Internal Control Framework”, which
meets UK and US requirements on corporate
governance. In its meeting of 20 July 2007, it
conducted a detailed review of the annual internal
control report required under the CRBF regulation
no. 97-02 amended.

As part of its compliance work, the Committee
reviewed quarterly compliance certificates, which
state the main procedural violations. It examined
the compliance action plan for 2007, which included
an update of the non-compliance risk map and the
implementation of a warning system to meet the
regulation 97-02 requirements. It approved the AMF
annual report on the organisation and operation of
the investment services control system, along with
the annual report on cheque controls (CRBF
2002-01). It was informed of the conclusion of
various audits carried out by AMF and the French
Banking Commission in particular regarding money
laundering. In its 20 July 2007 meeting, the Committee
looked at the progress of the MIFID project, with a
substantial increase in investor protection through a
new investment advisory activity. It noted that
the implementation of MIFID had gone well,
particularly in terms of classifying customers in
terms of their ability to assess risks.
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The Committee discussed the audit programme
and budget for external auditors’ fees for 2007. It
discussed the appointment of new external auditors
to replace BDO Marque et Gendrot who resigned
due to its merger with Deloitte, with a view to
formulating a recommendation to the Board and
proposed the appointment of Léger & associés.

In its 9 November 2007 meeting, the Committee
reviewed the operational risk management system,
examining major risks and measuring the related
potential for operational losses. It examined the
plan of action to reduce major risks.

The Chairman of the Audit Committee reported
on the key points of the Committee’s work at the
Board meetings held on 27 February, 10 May, 25 July
and 14 November 2007.

Board of Directors’ internal rules

The Board of Directors’ internal rules were first
established in 1996, and were updated in 2001, 2003,
2005 and 2008. The latest adjustment was submitted
to the Board in February 2008 (for approval in
May 2008). These rules specify the Board’s main duties:

— to discuss all issues relating to its legal and
regulatory obligations and obligations arising
from the company’s articles of association;

— to determine the general direction of the
company’s activities and ensure that it is followed.

In addition, the rules confer certain duties on
independent Directors sitting on the Board of
Directors of a 100 per cent-owned subsidiary as:

to discuss the strategy adopted by HSBC France;
— to oversee its implementation;

— to approve strategic investment and divestment
plans and all transactions liable to have a signi-
ficant impact on earnings;

— to oversee and control material risks;

— to ensure the quality of information provided to
the owner and to the market through the financial
statements and the Annual Report;

— to protect the reputation of the HSBC Group
in France.

The rules also state the terms under which the
Chairman of the Board of Directors carries out his
functions, and sets out the Chairman’s various
duties, together with those of the CEO, particularly
if the Chairman and CEO roles are split. They also
define the procedures for conducting Board meetings
and providing information to the Board. The Board’s
internal rules also precise, in accordance with the
HSBC Group rules, the duties, powers and
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responsibilities of the Audit Committee and the
Nomination and Remuneration Committee (see
above). They incorporate a code of conduct to be
followed by the Directors of HSBC France, setting
out their rights and duties. Lastly, they define rules
concerning HSBC France directors’ dealings in
HSBC Group listed securities.

Self-assessment

The Board implemented the AFEP/MEDEF
recommendations on self-assessment, under the
responsibility of the Chairman of the Nomination
and Remuneration Committee. Recommendations
were implemented in the following months. The
Board plans to maintain this procedure.

Restrictions on the CEO’s powers

The CEO has the widest powers to represent the
company in all circumstances within the limits of its
corporate objects and subject to those powers
expressly conferred by law on the collective body of
shareholders and the Board of Directors.

In this respect, the Board of Directors has
delegated from 1 September 2007 its powers to
issue bonds to P Boyles (Chief Executive Officer),
C de Backer and G Denoyel (Deputy Chief Executive
Officers) and the Heads of the fixed-income and
forex markets. At present, there are no specific
restrictions on the Chief Executive Officer’s powers,
but in practice decisions involving the orientation of
company’s activities are submitted to the Board of
Directors for approval.

The Chief Executive Officer has delegated certain
powers to the Deputy Chief Executive Officers and
Senior Corporate Vice-Presidents, who may in turn
delegate some of these powers to employees reporting
directly to them.

These powers concern:
— representation of the bank;
— banking operations;
— banking-related operations;
— litigation.

Delegated powers must be exercised within
the bounds of the person’s responsibilities and in
accordance with Group principles and practices. A
person with delegated powers may not alone commit
HSBC France to sums above EUR 1,500,000.

There are specific delegated powers concerning
credit and market risk, for which the CEO delegates
his powers (see “Authorisation limits and approval
procedures”).



CHAIRMAN'’S REPORT ON INTERNAL
CONTROL PROCEDURES

Significant events and regulatory
developments in 2007

While 2006 saw the completion and consolidation of
several major projects such as Basel 11, Sarbanes-
Oxley and various permanent control systems
required by CRBF 97-02 regulation, the main event
in 2007 was the migration of a large part of our
IT systems to the HSBC Group’s HUB (HSBC
Universal Banking) platform. This migration is
beneficial for internal control, since input and
validation functions are systematically separated in
the HUB platform.

General organisation of internal control
procedures

Organisation

In 2007, HSBC France has strengthened its per-
manent control system. Currently, nine risk
functions manage their own control systems in their
respective risk areas (structural interest rate and
liquidity, market, credit, IT, accounting, business
continuity planning/physical safety, operations,
compliance, legal and tax), and are coordinated by
the HSBC France’s Deputy CEO in charge of risks
and permanent control.

The control system managed by these functions
covers HSBC France and all group entities in France.
This ensures correct control of risk at the
consolidated level.

Permanent, periodic and compliance control
officers have been appointed within HSBC France
and in each of HSBC France’s other covered entities.
Theseappointmentswerereported to thesupervisory
bodies of the entities concerned and to the French
Banking Commission in a letter dated 20 December
2005, updated in 2007 on 23 July.

The creation of this system has improved docu-
mentation of procedures and controls. HSBC France
now has a body of procedures applicable to the
whole group, including a “framework” circular that
describes the system’s general organisation, and
nine circulars specific to each risk function. These
circulars cover aspects such as risk mapping and the
control files or reports that need to be written. To
carry out this control work, functions rely on named
officers working centrally or within business lines.
All of these controls are documented and traceable.
Documents are held locally at subsidiaries, business
lines and departments.

In 2007, the listing of all control systems existing
within HSBC France has been continued, and work
began to streamline the organisations in order to
make all these systems more consistent and effective.
Comparisons between SOX, operational risk/Basel
IT and permanent control work were carried out by
the teams in charge of these various projects.

The control system of outsourced essential
services, within the meaning of regulation 97-02, are
now subject to enhanced supervision. A new circular
regarding the control system of outsourced essential
services was published setting out the controls to be
carried out. Work is currently being completed to
list the services concerned and to ensure that
contracts are compliant. An initial progress report
has been prepared to assess how far each entity
complies with this regulation, and to identify which
actions still need to be taken.

References of the company

HSBC Group Manuals

The GSM (HSBC Group Standards Manual) sets
out the policies and standards that govern the
HSBC Group’s business operations. All Group
units, without exception are required to comply with
the GSM, regardless of their geographical location,
and no dispensation is granted without the specific
agreement of the HSBC Group Chairman.

All business activities and types of transaction
must be fully documented in manuals or written
procedures. The Functional Instruction Manuals
(FIMs) contain detailed policies and procedures
relating to specific functions, products or practices
which are to be complied with throughout the
Group. Inaddition, HSBC France and itssubsidiaries
are required to document operating procedures and
practices in Business Instruction Manuals (BIMs).
Business unit Heads are responsible for updating
these manuals regularly and for reviewing their
adequacy and effectiveness at least once a year. They
are also required to report annually on compliance
with the manuals, to confirm that their business
activity is properly covered by them, that they are
comprehensive, and that existing procedures have
been reviewed in the past year.

Code of Conduct and Handbook

The Handbook features business ethics rules that
apply to all staff, relating to confidentiality,
compliance with laws and regulations and
professional integrity. In addition to these rules,
each business line and activity has a specific code of
conduct that collates operational application
procedures relating to staff business ethics and
compliance. Staff working in functions regarded as
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sensitive must confirm in writing that they comply
with the applicable code of conduct. Staff are also
subject to specific rules governing own-account
securities trading (prior authorisation procedure,
reporting of securities accounts).

The ethical aspects of the Handbook were
reviewed in 2007 in view of the European Markets in
Financial Instruments Directive (MIFID). Changes
to the Handbook will come into force in 2008.

Accounting control procedures

HSBC France group Finance maintains accounting
control manuals featuring procedures and instruc-
tions, and distributes them internally. The aim is to
ensure the effectiveness and quality of internal
controls on the preparation of accounting and
financial information throughout the HSBC France
group. These procedures take into account internal
changes in structure and in responsibilities arising
from the reorganisation of networks under the
HSBC brand, and the creation of new IT systems.

These procedures comply with French accounting
standards. In 2006, these procedures were supple-
mented after the permanent control requirements of
amended CRBF regulation 97-02 came into force.
In addition to specific accounting and financial
publications, internal circulars are sent regularly to
accounting staff throughout the HSBC France
group in order to standardise the level of knowledge
and understanding of new accounting standards.

Internal circulars

Internal circulars are the key vehicle for communi-
cating policies to management and staff. They are
categorised by nature, type and distribution list.
They are available on HSBC France’s Intranet.

Persons responsible for control activities
and their role

a Audit Committee
The Audit Committee is one of the key bodies in
the HSBC Group’s internal control system. Its
duties and composition are set out in the section
of this report on corporate governance '.

b Group Audit France (GAF)

GAF carries out HSBC France’s audit functions
and is the group’s periodic control body. It
reports directly to the CEO of HSBC France and
covers all business operations, including those of
subsidiaries. GAF has 65 staff, and carried out
85 on-site audits and 49 remote audits in 2007.
Due to the large number of branches in the south
of France, ateam of auditors has been established
in Marseille.

1 Cf. page 24.
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GAF also reports to the HSBC Group’s
Internal Audit Department. Its role is to oversee
the quality of internal control systems and to
ensure that procedures are implemented and
respected within the HSBC Group. Audits of
internal control systems are performed regularly
to assess the level of control over risk in the
audited units. Recommendations are made to
remedy any shortcomings and are validated by
the audited unit. Audit work is done in accor-
dance with the HSBC Group’s audit standards,
described in the Group Audit Standards Manual
(GASM). GAF is itself regularly audited by its
peers.

Since 2005, a risk-based audit technique has
been adopted. For the banking networks, this
involves continuous auditing, based onindicators
that measure each branch’s potential risk and a
model that ranks branches relative to each other.
The riskiest branches are audited first.

For the remaining entities (central, finance
and IT functions), the approach is based on an
assessment of all risk components at each
auditable entity. HSBC France has developed
these risk assessments as part of a framework
determined by the HSBC Group. As in 2006,
GAF’s audit schedule was prepared using the
results of the Risk Calculator tool, which
classifies entities according to the extent of their
risks.

The HSBC Group’s audit division specialising
in the finance sector (Group Financial Services
and European Audit or AUF), based in London,
is still providing control of the whole
HSBC Group’s capital markets activities as well
as its insurance, asset management, accounting,
corporate banking and private banking opera-
tions. It is still having a unit in Paris, as part of
GAF.

Audited units are given an overall rating
based on the inherent risk and the quality of
internal control. Audit reports are sent to the
next level of management superior to the
management of the entity, which is responsible
for implementing recommendations made
by GAF, by the external auditors or by the
supervisory authorities. Audit’srecommendations
are monitored rigorously: quarterly progress
reports must be sent by each audited entity until
recommendations are fully implemented.

GAF has a process for reviewing these
progress reports and validation reports
concerning the implementation of major risk
recommendations. The process is supported by a
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tool developed in-house that automatically sends
follow-up requests to audited entities if they are
late in sending their reports, and that allows
accurate monitoring of implementation times.
Information on major or repeated risk recom-
mendations, and on recommendations with an
implementation lead time of more than nine
months, is reported to the audit committees and
the Executive Management Committee.

To give greater authority, the CEO has been
sending detailed letters to all entities where two
consecutive audits have graded “below stand-
ard” or “unsatisfactory” results since the end of
first quarter 2005. Since 2006, thanks to the
HSBC Group management tool “Audit Informa-
tion System” (AIS), audited entities can directly
report on their progress in implementing audit
recommendations. GAF monitors recommen-
dations issued by supervisory authorities. Group
Finance is responsible for the quarterly monitor-
ing of the external auditors’ recommendations.

Risk Management Meeting

The Risk Management Meeting (RMM) was set
up in October 2007. It meets every month to
analyse HSBC France’s main risks, discussing a
previously agreed agenda. It replaces the Audit,
Internal Control and Compliance Committee
(CACIC), which used to meet 5 times per year to
examine audit reports on major risks and to
consider compliance-related issues. The RMM
is chaired by the HSBC France’s Deputy CEO in
charge of risks. Its other members comprise
HSBC France’s CEO and officers responsible for
risk functions and business lines.

Compliance Committee

The Compliance Committee, set up in April 2006,
meets quarterly. Chaired by the HSBC France
CEQ, it consists of the Deputy CEO in charge of
risks and Senior Management responsible for
business lines. This committee has two roles. It
makes decisions relating to the coordination of
the compliance control system, and reports to
Senior Management about how the system is
working, any incidents and the corrective
measures applied.

Group Permanent Control Committee

New bodies have been set up to coordinate the
permanent control system, and in particular the
group permanent control committee that
oversees the system. This committee meets
quarterly. Meetings are attended by the Head of
permanent control coordination for the group,
the nine risk function Heads and representatives

of the group’s five business lines in France (Retail
Banking, Global Banking and Markets, Private
Banking, Asset Management and Insurance).
This committee receives information from
specialist risk function committees, some of
which were set up for this purpose in 2006,
including the Compliance Committee, the
Accounting Committee and the Legal and Tax
Risks Committee. In 2007, four permanent
control committee meetings were held, in
February, April, July and October.

Operational Risks Committee

The Operational Risks Committee was set up in
late 2003, in accordance with Basel II regulatory
requirements. It consists of representatives from
Senior Management and from the main business
lines and support functions concerned. It
examines the operational risks reported by
business lines, initiatives proposed to reduce
risks and any losses arising from operational risks.

Group Compliance Department

To guarantee the full independence of the
compliance function with respect to operational
activities, a decision was taken that, from 2006,
all compliance teams should report to the central
Group Compliance Department. The Chief
Compliance Officer is responsible for compliance
control at HSBC France, within the meaning of
regulation CRBF 97-02, and for coordinating
the HSBC France group’s compliance control
system. The Group Compliance Department is
made up of five units reporting to the Chief
Compliance Officer. These consist of four
business-line units (Retail Banking and
Insurance, Global Banking and Markets, Asset
Management and Private Banking) and a central
compliance unit in charge of making sure the
system is consistent.

HSBC France group Finance

HSBC France group Finance is responsible for
the proper application of the group’s accounting
principles and accounting control procedures. It
defines the procedures and controls to be applied
under the responsibility of each legal entity’s
accounting department and more particularly
accounting and reconciliation procedures
designed to verify the existence and validity of
balance sheet and income statement accounts.
All business units have a finance department
that reports monthly to group Finance. These
departments are responsible for drawing up
budgets and action plans in line with guidance
given by Senior Management.
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During 2007, given the wealth of developments
in the accounting field, HSBC France group
Finance organised several technical seminars
and information meetings on the following
themes: regulatory reporting, IFRS, budget
procedure and SOX.

Operational Risk Business Coordinators (ORBCs)
Each business line has its own Operational
Risk Business Coordinator (ORBC), who is
responsible for coordinating operational risk
management work and for meeting the new
Basel II requirements. The ORBCs are in charge
of listing the operational risks liable to affect
their business lines. They work with the opera-
tional staff concerned to analyse these risks and
quantify them according to three parameters, i.e.
frequency, impact and risk exposure.

One or more action plans are drawn up to
mitigate risks classified as material in light of
these three criteria. The ORBCs are responsible
for monitoring the action plans (rollout, plan-
ning, budget control, etc.) and more generally for
measuring their business’ risk exposure and risk
exposure trends, particularly through exposure
indicators. They must also report operational
losses in conjunction with their entity’s account-
ants. Since 2006, the recording and updating of
risks and action plans, along with loss reporting,
has been managed in an IT application
developed by the HSBC Group. Progress with
action plans and operating losses reported by
business lines are periodically presented to a
specific operational risk committee (see risk
committees).

A summary of this committee’s work and
conclusions is handed to the HSBC France group
Audit Committee.

Supervisory authorities and external auditors
Thesupervisory authorities and external auditors
may make recommendations on HSBC France’s
and its subsidiaries’ internal control procedures.
In this case, the divisions concerned promptly
draw up action plans for their implementation.
GAF monitors the implementation of all these
recommendations on an annual basis, while
HSBC France group Finance -carries out
quarterly monitoring relating to external
Auditors’ recommendations. HSBC France group
Finance is also involved in centralised reporting
to HSBC in London.

Internal control procedures

Procedures for controlling compliance with laws
and regulations

Compliance functions

Identifying and controlling non-compliance risks

The Compliance Department uses in particular
the legal watch work done by the Legal and Tax
Department to monitor changes in laws, regulations
and case law affecting the activities of HSBC France.

The analysis of non-compliance risks is docu-
mented in mappings listing the laws, regulations,
professional rules and the HSBC Group internal
rules that apply to each business line or activity, and
the procedures and controls that ensure compliance
with these rules. In 2006, intrinsic risk ratings were
applied and residual risk was determined on the
basis of a critical analysis of the control system.
Following on from this work, a project to harmonise
non-compliance risk maps associated with the
HSBC France group’s various business lines was
carried out in 2007.

There is a specific examination procedure for
risks related to new products and services and
significant changes to existing products. This
procedure includes systematic prior analysis work
by the entities and control functions concerned,
including Compliance. The aim is to ensure that all
risks arising from new products and services are
taken into account and analysed. In addition, new
products meeting certain criteria are submitted for
prior approval to the Product Examination
Committee, which is chaired by the HSBC France’s
CEO and whose secretary is the Compliance
Department. The Compliance Department ensures
that the products concerned comply with laws,
regulations and internal standards. It also ensures
that the Product Examination Committee’s requests
and decisions are taken into account before the
products are launched.

Monitoring the system’s procedures

The operational performance of the compliance and
incident control systemis analysed throughrecurrent
and one-off reporting procedures. Incidents
identified through the implementation of compliance
obligations are written up by the compliance officer
of the entity concerned and is the subject of an
exception report that is passed to the appropriate
level of the compliance system. Action taken to
remedy these incidents is then monitored on a
regular basis.



The system’s mode of operation and the main
identified non-compliance risks are reviewed
by dedicated control authorities, consisting of
compliance representatives and operational
managers. As part of the implementation of CRBF
regulation 97-02 relating to compliance control, a
Compliance Committee was set up in April 2006.
The committee is chaired by the CEO of the
HSBC France group and consists of the Chief
Compliance Officer, compliance department Heads,
the Deputy CEO in charge of risk, senior managers
in charge of business lines and the Head of the Legal
and Tax Department. This committee has two roles.
It makes decisions relating to the coordination of
the compliance control system, and reports to Senior
Management about how the system is working, any
incidents and the corrective measures applied.

Within each subsidiary subject to CRBF
regulation 97-02, the compliance officer reports on
the operational performance of the non-compliance
risk control system to the local permanent control
committee, chaired by the member of the executive
body designated as Head of permanent control.
Specialist anti-money-laundering committees exist
within each business line and within the banking
subsidiaries. The Compliance Department organises
and is the secretary for these committees, whose
purpose is to deal with any matter related to efforts
to combat money-laundering.

Legal and tax function

The HSBC France group’s Legaland Tax Department
is responsible for the HSBC France group’s legal
and tax function, and has analysed and mapped this
function’s risks. These risks are described in 15 legal
risk files and 5 tax risk files, which also list the
related procedures and controls. These files are
adjusted as required by the group’s various entities.

The Legal and Tax Risks Committee, chaired by
the Deputy CEO in charge of the permanent control,
meets quarterly to ensure that the permanent control
system for legal and tax risks remains adequate in
the face of changes in laws, regulations and
organisations. The Committee also examines the
results of controls, along with any incidents and
measures taken. It reports on its work to the group’s
Permanent Control Committee.

Each group subsidiary that is directly concerned
by CRBF regulation 97-02 draws up a legal
permanent control report signed by a lawyer and the
Head of permanent control for itself and the
companies it controls. These reports highlight any
significant subjects revealed by controls, or any
control deficiencies. Compliance certificates
concerning tax obligations and operational taxes
are also prepared twice a year.

At the HSBC France level, the Head of Tax
prepares a half-yearly compliance certificate concer-
ning tax obligations and operational taxes, while
the lawyers in charge of legal risk in the various
business lines draw up legal permanent control
reports. Together, these reports cover all identified
legal risks for all group entities. On the basis of these
reports and certificates, HSBC France’s Head of
Legal and Tax draws up a half-yearly general report
on the function’s permanent control. This system
was established by a circular on 31 May 2006
amended on 13 April 2007, and is fully operational.

Credit approval procedures

Credit risk function

Within the HSBC France group, credit risk is
managed by the Credit ALCO and by the Credit and
Operational Risk Department (DRCO), which is
independent of business lines. DRCO reports
hierarchically to the Deputy CEO in charge of risk,
and functionally to the HSBC Group’s Head of
Credit.

Credit ALCO, in which Senior Management
takes part, is the main authority in charge of the
HSBC France group’s credit policy. Its duty is to
control DRCO’s and the credit function’s credit ac-
tivities, and to define the strategic direction of
HSBC France group’s policy as part of the
HSBC Group’s general directives. It is informed by
DRCO of the main lending decisions, the state of
lending books and the operational performance of
the Basel IT system it uses to define its lending policy.
Once a quarter, the committee meets as a permanent
control committee, as required by CRBF regu-
lation 97-02.

Phases of the credit process

* Lending powers

The ability to grant loans is limited to those holding
lending powers, which are notified according to a
precise formal procedure. Limits are allocated to
individuals by name and not position. There is no
lending committee, and decisions are made
individually.

The HSBC France’s CEO holds powers granted
by HSBC Holdings plc: EUR 50 million for new
loans or loan increases and EUR 100 million for
renewals. He has delegated all of his powers to the
Deputy CEO in charge of risk who has in turn
delegated them to the Head of DRCO. For amounts
in excess of these limits, the Head of DRCO refers
cases to the HSBC Group Head of Credit for
approval.
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The Head of DRCO has in turn partly delegated
his powers, depending on the type of counterparty
as determined by its Basel II rating. These powers
have mainly been delegated to DRCO members in
charge of lending decisions, the Chairmen of
banking subsidiaries and the Heads of delegations
within the HSBC France network. The last two
groups have sub-delegated part of their powers to
their staff.

* Credit documentation, analysis and decisions

A holder of lending powers is able to grant loans
in compliance with the HSBC Group and the
HSBC France group’s lending directives. If the
requested loan exceeds his/her lending powers, or
falls outside the directives, the decision must be
referred to the level above. All credit facilities are
subject to periodic review on at least an annual
basis, in accordance with French regulations and
the HSBC Group standards.

The HSBC France group’s lending rules consist
of the HSBC Group directives and HSBC France
directives and circulars. The central document for
HSBC France is the HSBC France group’s lending
procedures manual.

* Credit monitoring

The quality of the HSBC France group’s counter-
parties is permanently monitored at the portfolio
and counterparty level.

DRCO’s credit risk prevention team is in charge
of this monitoring. It takes direct responsibility for
monitoring loans above certain thresholds. Below
these thresholds, loans are monitored on one hand,
by the Head of Risk Prevention and Control for
networks under the HSBC brand, and on the other
hand, by the credit managers of banking subsidiaries.

As regards lending activities in the Global
Markets business, full responsibility for monitoring
(withno thresholds) belongs to the general secretariat
of Global Banking and Markets, where monitoring
is carried out by Credit Support Unit (CSU) — Global
Markets. Network supervision tools are uniform
(Datamart Crédit).

* Permanent control of lending activities

Under CRBF regulation 97-02, DRCO has set up a
system to cover all risks. As part of its duties, DRCO
has mapped eight major families of lending risks
and defined the corresponding controls.

* Organisation of the system

The Head of permanent control in the HSBC France
group’s credit function is the Head of the Credit and
Operational Risk Department.
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DRCO is the central unit of the credit function,
which has three main sub-functions:

— credit function for HSBC brand networks
(HSBC France, HSBC Hervet, HSBC UBP,
HSBC Picardie and HSBC de Baecque Beau)
managed by DPMR. The Head of DPMR reports
hierarchically to the Head of DRCO for supervi-
sion activities, and to the General Secretary of
Retail Banking for analysis activities. In hierar-
chical terms, the Head of DPMR is independent
of commercial activities;

— credit function for the Global Markets business
(Global Banking and Markets), consisting of the
CSU-Global Markets team. This function reports
hierarchically to the General Secretary of Global
Banking and Markets;

— credit function for subsidiaries (SMC, Banque de
Savoie, Banque Chaix, CCSO, Banque Dupuy,
de Parseval, Banque Pelletier, Banque Marze,
HSBC Private Bank France, Elysées Factor, etc.).

Any incident relating to the credit function must
be reported to the function’s Head of permanent
control.

To ensure that information flows efficiently to all
levels, the function’s staff organise and carry out
controls on the basis of pre-established intervention
thresholds for supervision, provisioning, credit
powers and so forth.

At the central and local levels, controls rely on
dedicated internal controllers, along with staff that
alsocarryoutoperationalactivities (creditmanagers,
credit analysts, supervisory analysts).

* Specific control authorities

The role of Credit ALCO has been expanded, and it
now has the role of Permanent Credit Risk Control
Committee. A quarterly update on the permanent
control system’s operational performance is
presented to this committee.

It is informed of any incidents in the credit
function and the corrective measures taken.
A summary of this information is presented to the
group Permanent Control Committee.



Control procedures to limit risk of financial loss
and fraud

Operational risk function

Each business line has drawn up an inventory of
operational risks, based on work previously done in
the Basel II operational risk project. At the same
time, it has carried out process-based mapping of
risks and controls, which is likely to be completed
in 2008 taking into account recent changes,
particularly resulting from the implementation of
HUB by certain HSBC banks. The mapping must
identify the main verifications that will be followed
up by second-level controls, carried out by dedicated
internal control structures. Transaction risks are
reviewed by a permanent control committee that
meets quarterly and looks at all information from
the Transactions Department, the network and the
regional banks. All key Sarbanes-Oxley controls
identified in the RICF (Review of Internal Control
Framework) Test Plan and the Core Banking Process
are integral to this permanent control system. The
internal control system has been strengthened
in 2007 by the implementation of HUB particularly
through the definition of new IT profiles and the
systematic separation of inputs and approvals.

Security/business continuity planning function

The HSBC France group has established compre-
hensive procedures for limiting the risk of financial
loss and fraud. The main underlying principle is the
strict segregation of key duties in departments
responsible for processing and initiating payments.
Strict written rules are in place for the protection,
receipt, storage and archiving of contractual and
legal documents. Similarly, specific systems govern
the holding of cash, securities and safe keys and
organise the management and control of access to
central buildings and the branch network.

In addition, the HSBC France Major Incident
Group Committee, as required by the Business
Recovery Plan FIM, was set up in 2006. It is the
permanent control body of the Business Continuity
Planning function. This committee examines and
controls business continuity-related subjects for the
whole group, including the regional banks.

Market risk function

The system for monitoring market risks is descri-
bed in a circular that sets out mechanisms for risk
limits, authorisations and control methods.

Market risks are governed by a risk policy set by
HSBC France Senior Management, and must
comply with global mandates attributed by the
HSBC Group to HSBC France. These global
mandates are divided by business line by the Market

Risk ALCO, then translated into operational limits
within each entity. These limits are expressed in
terms of Value at Risk, sensitivity, maximum loss
and lists of authorised instruments and maturities.
They are revised at least once a year by Market Risk
ALCO and may be amended on an ad hoc basis.
The process for allocating market limits and the
permanent market risk control system as a whole
involve a number of people from the HSBC Group
and HSBC France, as well as special committees,
the roles of which are set out below.

Traded Markets Development & Risk (TMR)

TMR allocates risk limits to various entities within
the HSBC Group through the Global Mandate. It
checks usage of these limits.

Market Risk Management (MRM)

MRM closely monitors HSBC France’s market risks,
defines limits for the ALCO and optimises limit
usage on a day-to-day basis. MRM also resolves any
overruns.

Product Control

Product Control calculates, controls and analyses
market risk indicators and results on a day-to-day
basis, within HSBC France’s Global Banking and
Markets support functions. Product Control’s tasks
also include daily position valuations, reserve
allocation and daily results recording.

The Derivative Models Review Group (DMRG)
DMRG isaspecialistindependent unit that validates
the models developed by the front-office research
team to value complex derivatives.

Parameters Committee

The Parameters Committee is managed by the Head
of Market Risk and Product Control, and is made
up of members of the DMRG, Product Control and
front-office representatives. It meets in the first two
weeks of every month, and discusses the parameters
of the models used by the front office. The main
indicators relating to exotic activities are also
examined during these monthly meetings.

Securities Committee

The Securities Committee also meets every month,
and consists of front-office operational staff and
members of Product Control. Its task is to examine
major securities positions and to book illiquidity
provisions as necessary.

Market Risk ALCO

The Market Risk ALCO meets every month, and is
chaired by the Deputy CEO in charge of risk. Its role
is to examine vital issues relating to market risks.
Its task is to supervise market risk in a systematic

33



HSBC FRANCE

manner, to ensure that appropriate controls exist
and to approve the main rules included in the
supervision system. Market Risk ALCO features
the main business line Heads concerned by these
risks, along with Senior Management, the Heads of
the business segments directly concerned, the Head
of Market Risk and Product Control, the Head of
Market Risk Management, the General Secretary
of Global Banking and Markets and the Head of
Asset and Liability Management (ALM).

Markets Risk ALCO meets monthly to examine
ALCO risk indicators prepared by Product Control,
and analyses any significant events that took place
during the previous month. Any entity that generates
market risks must request the renewal or extension
of its limits every year.

Structural “interest rate and liquidity” function
Structural interest-rate, liquidity and forex risks are
managed centrally by the Balance Sheet Financial
Management Department (DGFB). In accordance
with CRBF regulation 97-02, DGFB has a map of
this function’s inherent risks, control procedures
and a circular setting out the permanent control
organisation.

The authority that supervises these risks is the
Balance Sheet ALCO, which meets every month,
bringing together the main heads of business lines
and support functions concerned by ALM. It
examines risk indicators prepared by DGFB and
group Finance and analyses all significant changes
in the financial, commercial and regulatory
environment relating to these risks.

Its task is to supervise balance sheet risks in a
systematic manner, to ensure that appropriate
controls exist and to approve the main management
rules and limits included in the supervision system.

Interest-rate risk

DGFB measures and manages structural interest-
rate risk for all HSBC France group entities. The
measurement tool is mainly based on an information
system (financial datawarehouse) into which the
various entities feed their data.

Interest-rate risk measurement relies on rules
based on behaviour that are reviewed and validated
annually by Balance Sheet ALCO. Risk is measured
and hedging transactions are carried out centrally
by DGFB. These activities rely on a set of controls
on which each entity makes a monthly report. The
process for the execution and accountingjustification
of hedging transactions has been documented, key
controls have been identified and certificates drawn
up according to Group standards, in accordance
with SOX.
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Risk supervision relies on a set of indicators and
stress scenarios, for which limits are set by Balance
Sheet ALCO and HSBC Holdings plc. Control
statements are also produced in relation to this
reporting.

Control statements are summarised every quarter.
Any incidents and corrective actions are presented
to Balance Sheet ALCO.

Liquidity risk

All entities measure liquidity risk by calculating
regulatory indicators. HSBC France group Finance
alsomeasuresliquidity risk by calculating consolidated
indicators at the group level.

Short-term liquidity is managed by each entity,
subject to regulatory rules and limits, as well as by
HSBC Holdings plc and Balance Sheet ALCO.
Financing transactions are carried out by the
Treasury Department.

To ensure that liquidity risk measurement
systems are closely supervised and to coordinate
short-term management, the liquidity steering
committee meets every month and consists of those
responsible for reporting (HSBC France group
Finance) for executing transactions (Treasury) and
for supervision (DGFB). It is tasked with managing
liquidity ratios, preparing the financing plan and
looking into alternative sources of funding.

DGFB carries out supervision based on the various
reporting documents submitted to it. It coordinates
the work done by the liquidity steering committee and
the implementation of the financing plan.

The liquidity steering committee’s report, along
with liquidity indicators, various cash flow stress
scenarios and monitoring reports on financing
sources, are presented monthly to ALCO, which
agrees limits with HSBC Holdings plc that are
supplementary to regulatory limits.

Exchange-rate risk

Exchange-rate positions resulting from the banking
activity are systematically transferred to the Global
Markets Department, which manages exchange-
rate risk within limits set by Balance Sheet ALCO.
The process for disposal of foreign-currency
earnings is monitored on a monthly basis.

Exchange-rate risk also consists of changes in
shareholders’ equity resulting from foreign-currency
investments not hedged by foreign-currency
financing. HSBC Holdings plc terms this risk
“structural”, and it is supervised through exposure
and capital adequacy sensitivity indicators
calculated by group Finance and DGFB. The
analysis of these ratios is presented to Balance Sheet
ALCO on a quarterly basis.



Control procedures for financial reporting
Accounting function

Organisation of the production of financial and
accounting information

The following entities are involved in the production
of financial and accounting information:

— HSBC France group Finance — Accounting Plat-
form. The Accounting Platform Department
centralises all HSBC France accounting data in
the GL Expert application. The platform
produces parent company financial statements
on a monthly basis and feeds HSBC France’s
IFRS consolidation package;

— group Finance — Consolidation. Every month,
the Consolidation team collates the reporting
packages of all group companies (approximately
100) in the HFM application, produces the
French GAAP financial statements and makes
the consolidation restatements required to send
IFRS consolidated financial statements to
HSBC Bank plc;

— group Finance — Financial Control. This depart-
ment establishes the budget, monitors business-
line performance with respect to budget targets
and carries out budget controls on operating
expenses. It is responsible for analytical
accounting by business line. It produces the
summary key performance indicators for
HSBC France’s Senior Management. These
consist of the group’s consolidated financial
results, business-line analyses accompanied by
business indicators and commentaries, and
various reporting documents requested by the
HSBC Group;

— group Finance — Regulatory Platform. This
department is in charge of producing reporting
documents and regulatory ratios: BAFI (Base
des Agents Financiers), ECB (European Central
Bank) and EMI (European Monetary Institute)
reports, liquidity and solvency ratios Basel I and
Basel II, balance of payments, Bank of France
central risk and major exposures reports;

— group Finance — Standards and Procedures. This
department monitors changes in regulations and
accounting rules, and applies new rules through
accounting plans. It is also responsible for
maintaining and adjusting accounting tools;

— decentralised accounting departments (HSBC
France operational departments, HSBC France
subsidiaries, HSBC France foreign branches) are
responsible for controlling and monitoring
one or more accounting centres. They produce

monthly reporting documents for group Finance.
More specifically, the finance team dedicated to
Global Banking and Markets is responsible of
the reconciliation of economic and accounting
results for this business unit, and handles all
accounting and reporting responsibilities.

Most reporting documents are produced monthly
and on both a non-consolidated and consolidated
basis.

The main accounting principles applicable within
the HSBC France group are summarised in the
aforementioned procedural manuals and circulars,
and are available to all group accountants on the
HSBC France intranet. These principles are based
mainly on the French Code of Commerce, the fourth
European Directive, IFRS and all CRC texts and
recommendations, particularly those referring
specifically to banks.

HSBC France parent company’s accounting
architecture is based on event-driven operating
systems. At the end of each day, an interpreter
converts the events into journal accounting entries.

The operating systems comprise specialised
applications devoted to a particular activity (loans,
credit, securities transactions, foreign exchange
transactions, etc.). Some transactions, which are not
managed by these systems or which are not ordinary
events (taxes, provisions, etc.) are entered into the
accounting system using secure manual data entry
tools under sundry transactions. Like the other
operating systems, they send events to the accounting
interpreter, thereby providing pre-set controls.

HSBC France’s banking operations are heavily
automated using internally and externally developed
software systems to provide consistent, reliable and
timely management information. Systems are tested
by the developers before user acceptance tests are
carried out. Specific internal training programmes
are designed to ensure that users fully understand
the new process and its consequences.

HSBC France’s subsidiaries have their own
accounting systems similar to those of HSBC France,
or else they use integrated software suites. HSBC
France has embarked on a systems convergence plan
to standardise accounting systems throughout the
HSBC France group. The introduction of
IFRS means that accounting systems are being
adapted to allow HSBC France and its main
subsidiaries to produce partial consolidated
financial statements using both French GAAP and
IFRS, and to create common tools (provisions,
fair value, etc.). The HSBC Group’s integrated
HFM consolidation software was introduced in
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January 2005 and meets all parent company
regulatory requirements for the production of
financial information. It also handles IFRS conso-
lidation and reporting to HSBC Bank plc.

The introduction of a financial data warehouse
in early 2005 has facilitated reconciliation and
consistency between reporting for accounting,
financial, regulatory and management purposes.
The datawarehouse stores data from both HSBC
France and its subsidiaries, including accounting
data, carrying values and detailed breakdowns of
accounting values depending on the information
required for internal and external publications.
Consistency controls have been established within
the datawarehouse, which feeds the HFM consoli-
dation software and is used to produce the various
French regulatory reports.

Internal control over accounting information production
HSBC France’s financial control environment is
based onroutinecontrolssuchasbasicreconciliation,
audit trails and spot checks by financial control
staff. Regular controls are also carried out to ensure
theaccuracy of transaction recording and allocation.
HSBC France draws up a monthly certificate of
accounting reconciliation which is sent to the
HSBC Group Finance Division. This certificate
attests that all HSBC France accounts are properly
reconciled and is a summary of accounting
reconciliation certificates provided by the various
accounting departments of HSBC France and its
subsidiaries. This monthly reporting relating to the
proper reconciliation of accounts is based on the
principle that each general ledger account is assigned
to a specific person who is responsible for its
reconciliation and signs the corresponding
accounting certificate. This is the responsibility of
the subsidiary and the Head of the accounting
department. Any anomalies identified by the
reconciliation certificate are used as a basis for
corrective action by the business units concerned,
with the establishment of an action plan.

Group Finance also receives GAF and AUF
audit reports and uses them for monitoring the
implementation of accounting-related recommen-
dations. Statements to the supervisory authorities
that contain account