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HSBC China sees corporate social responsibility as a critical factor
in the Bank’s long-term success. We believe a company that
behaves ethically, responsibly and in a sustainable manner will
ultimately be successful because it addresses the issues on which
its long-term success depends, and thereby gains the confidence of

customers, employees and investors,

HSBC China is committed to upholding the highest standards in its
dealings with customers, being responsive to the needs of its
employees, steadfast in its observance of regulations and an active
participant in the development of the communities in which we
operate. We want HSBC China to be the first choice for our
customers and for our employees — the best place to bank, and the
best place to work. We also believe that we can play a role in
making the world a better place to live, through our efforts to

support education and environmental protection.

This report aims to share our experience of corporate social
responsibility and encourage increased participation and adoption
of best practices within the bank and among our stakeholders.

Richard Yorke
President and Chief Executive Officer
HSBC Bank (China) Company Limited
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RERER
Corporate governance

HSBC believes good corporate governance is essential for our
long-term success. Good corporate governance means
maintaining a high level of integrity, providing timely and
accurate disclosure of information for our stakeholders
including directors, customers, employees and the local
communities in which we operate. The Bank seeks to protect
stakeholder interests and conduct business ecthically, while
keeping stakeholders informed about the Bank’s strategies
and operational progress. Good corporate governance also
means establishing standards of accountability, ensuring that
management is effectively monitored by the Board of
Directors which includes independent directors.

Board of Directors

HSBC China is a wholly owned subsidiary of The Hongkong
and Shanghai Banking Corporation Limited, which is in turn
a 100% owned subsidiary of HSBC Holdings ple. HSBC
China operates independent of its parent in terms of
management, under the guidance of an eight-member Board
of Directors including two independent directors. The Board
oversees HSBC China’s corporate governance, strategic
direction, risk management and corporate social responsibility.

HSBC China Board of Directors

From left: Bryan Stiles (Executive Director/Deputy CEQ), Stephen 8. S. Wong (Non-executive Director), David Wei (Non-executive Director), Long Yongtu (Independent Director),
Vincent Cheng (Chairman/Non-executive Director), Peter Wong (Vice Chairman/Non-executive Director), Hai Wen (Independent Director), Richard Yorke (Executive Director/President and CEQ)
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Customers

HSBC China is committed to providing the highest
standards of service and seeks to maintain long-term
relationships with our customers. In our personal financial
services business, we are committed to responsible selling
and ensuring the financial security of our customers.
Products are recommended to customers in line with their
individual risk tolerance levels, ensuring that customers are
aware of financial risks posed by various products and that a
range of products and services are available to suit the
individual financial planning needs of different customers.

HSBC China offers fair and transparent pricing. Prices, rates,
fees, and terms and conditions for accounts, consumer loans,
mortgages and other retail products are published in branch
and direct mail literature, on the Bank’'s local websites, and

in our contractual disclosures to
customers. Our prices are regularly
benchmarked against competitors in
local markets to ensure our customers
continue to receive good value for
money. The Bank seeks to develop
products that are suitable for the local
market.
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AREIR
Corporate governance

Employees

To make the Bank the best place to work, HSBC China has

made significant investment to improve the working
environment, providing a safe and pleasant place to work. The
Bank offers competitive terms and conditions and opportunities

for staff advancement based upon merit.

The Bank has instituted a business casual dress code during
summer months. As well as providing staff with a comfortable
work environment, this allows the Bank to reduce energy
consumption through the reduced use of air conditioners, in
line with the Bank’s commitment to save energy and build a

sustainable business.

HSBC secks to ensure the health of its workforce through

various proactive measures. The Bank provides free health

checks for staff and offers voluntary vaccinations for staff

ahead of the winter influenza season. First-Aid training courses

v am

are provided to staff

throughout all operations
and fire drills are organised

regularly
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HSBC China top

exchange views with local staff.

Nurturing local talent

4,000
employees in mainland China, 98%

more than

Among our

are locally hired and nearly 90% hold
university degrees. HSBC China dedicates considerable
resources to nurturing talent and providing training for career
advance and personal development.
For more than 15 years our intensive “PRC Banker
Development Programme™ has helped provide local talent with
international experience, grooming them into banking experts
and enabling them to fill management-level roles within HSBC.
The number of talents we have recruited into in this
programme has grown exponentially, and is now 50 times
larger than it was when the programme was launched in 1991.
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Corporate governance

Anti-money laundering and preventing
financial crime

In addition to fully complying with China’s regulations on
anti-money laundering, HSBC is also a signatory to
international accords such as the Wolfsberg Principles on
anti-money laundering and counter-terrorist financing as well
as internationally recognised standards issued by the
Financial Action Task Force on Money Laundering (FATF).

HSBC is a founding member of the Wolfsberg Group, an
association of 12 international banks that aims to develop
financial services industry standards for anti-money
laundering and counter-terrorist financing policies. HSBC
also supports the policies and procedures of the Vienna and

Strasbourg Conventions against drug-trafficking.

Training in anti-money laundering, fraud awareness and
compliance is compulsory for all HSBC China staff. And the
bank has developed on-line courses in fraud awareness and
anti-money laundering.

HSBC takes appropriate measures to protect our services and
customers from criminal attacks. Regular anti-counterfeit
campaigns are organised by HSBC China to enhance
customers” awareness and ability to identify forged bank notes.
Customers are given help and tips on how to identify forged
bank notes, and on how to exchange deformed bank notes.
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Enhancing online banking safety

HSBC makes significant investments to enhance online
banking safety for customers, HSBC China’s Internet banking
platform uses Secure Sockets Layer (SSL) Encryption
technology. All HSBC China operating systems are updated
with the latest security patches, anti-virus software is kept
updated and firewalls are in place to prevent unauthorised
intrusion. For the added security of online@hsbc customers, a
security device has been introduced that provides two-factor
identification. As well as each user’s username and password,
the security device provides a unique, constantly changing
identification number. This provides HSBC customers with
additional protection from on-line crimes.

Consumer education

HSBC has extensive experience in consumer education and has
brought international best practices into mainland China. The
Bank organised a consumer education workshop in Shanghai in
June 2007 and invited experts from HSBC North America to
share their experience in consumer education. HSBC takes a
commercial-free approach to consumer education, providing
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Corporate governance

consumers with financial knowledge and information as part of
its CSR commitment.

In the coming months HSBC China will launch a booklet series
to cover a wide range of topics to enhance the public’s financial
knowledge in areas such as financial planning, risk awareness,
investment and retirement. Additionally, an online website will
also be available to provide relevant information and reference
materials for consumers’ reference.

Staff CSR education

CSR communication is made through various channels within
HSBC China to enhance staff awareness of corporate
governance and CSR issues.

A CSR sitelet has been established on both HSBC China's
Intranet and external website with information on the Bank’s
CSR commitments and initiatives; the staff weekly newsletter
also devotes designated space to cover staff CSR activities. A
stafT survey was conducted in December 2006 to gauge feedback
from staff members on their CSR awareness and knowledge. The
survey results show that 96% of staff respondents wish to
participate in CSR volunteering activities.
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Ethical banking

As a bank that was founded in China, HSBC believes that the
development of its own business is closely linked with the
country’s long-term sustainable development goals. As such,
we must conduct our financial services in a highly responsible
manner ensuring, as far as possible, that the businesses and
projects we support are also managed responsibly.

Ethical banking is an approach to lending and investment based
on a combination of our own business principles and values,
society’s expectations and, fundamentally, an assessment of risk.

Commitment to high international standards

HSBC incorporates environmental and social considerations
into the risk assessment of its lending activities to ensure the
provision of our financial support does not run counter to
sustainable development. HSBC is committed to high
international standards and adopts international principles
including the “UN Global Compact” and “UNEP Principles
for Responsible Investment” as well as the “Equator
Principles” and the related guidelines of the World Bank and
the International Finance Corporation (IFC). These
international principles and guidelines help us assess risks
and enhance the positive impact of our commercial activities
on the environment, social and economic developments.
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HSBC’s environmental guidelines

HSBC has developed a series of environmental lending
guidelines to support the Bank’s commitment to environmental
protection. These guidelines cover environmentally sensitive
industry sectors and specify the areas where we are and are not
prepared for financial involvement. Since 2004, five sector
guidelines have been issued by HSBC — based on international
principles, in particular the Equator Principles - which in order
mamew  Of time of release include:

8 » Forest Land and Forest Products (2004)
» Freshwater Infrastructure (May 2005)
» Chemicals (August 2005)

» Energy (June 2006)

» Mining and Metals (May 2007)

Implementation in China

HSBC China has been actively implementing the sector guidelines
and adhering to international standards as part of its environmental
efforts in mainland China. In March 2007 HSBC China further
enhanced its credit assessment function by recruiting a full-time
Environment & Sustainable Development Officer to strengthen the
assessment and monitoring of the Bank’s lending activities and
customers’ operations to ensure comphance with international
standards, HSBC’s sector guidelines and China’s domestic
environmental protection policies.

Additionally, HSBC China has issued an environmental
checklist to help its credit officers to more thoroughly assess
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Ethical banking

environmental risks of lending proposals, particularly in the
“Two Highs” (high energy consumption and high pollution)
industries, as well as the other industries covered by HSBC’s
sector guidelines.

HSBC China is providing more training to its staff to improve
their overall awareness of environmental protection, knowledge
of guidelines as well as technical skillsets.

Equator Principles

The Equator Principles, which were established in June 2003
by 10 major international banks, are a voluntary set of
environmental and social benchmarks for managing
environmental and social issues in project financing. The banks
apply the principles globally to project financing in all industry
sectors, including mining, oil and gas, and forestry. In adopting
the Equator Principles, a bank undertakes to provide loans only
to those projects whose sponsors can demonstrate to the
satisfaction of the bank their ability and willingness to comply
with comprehensive processes aimed at ensuring that projects
are developed in a socially and environmentally responsible
manner. HSBC adopted the Principles in 2003 and played a key
role in the strengthening of the Principles when HSBC chaired

the first working group to review the principles in 2006.

The Equator Principles are modeled on the environmental
standards of the World Bank and the social policies of the
International Finance Corporation. Over 50 financial
mstitutions have adopted the Equator Principles, which have
now become the de facto standard for banks and investors on

how to assess major development projects around the world.
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Support for the environment

»

HSBC believes that conservation of the environment is
essential to the planet’s long-term health and prosperity, and
HSBC China seeks to promote education and environmental
sustainability in both its internal operations and involvement
with the community.

Companies like ours must share responsibility for the
environment with governments and citizens for minimising the
damaging effects of human activity — pollution of land, water
and air and the depletion of resources.

The Bank secks to implement intemnational standards into its own
operations in terms of minimising our ecological footprint and seeks to
promote cooperation between all our stakeholders in environmental
protection, including the government and NGO partners.

As with all our CSR activities, HSBC China encourages staff
involvement — raising our employees’ awareness of
environmental issues and helping to build ties between our staff,
the Bank and the communities in which we operate.
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Commitment to carbon neutrality

HSBC is helping to tackle one of the world’s biggest environ-
mental challenges, climate change, by becoming the first major
bank to go carbon neutral in 2005.

HSBC'’s carbon neutrality plan consists of three parts: First, to
manage and reduce our direct emissions. Second, to reduce the
carbon intensity of the electricity we use by buying ‘green
electricity’ . Finally, to offset the remaining emissions in order to
achieve carbon neutrality.

HSBC China upholds this carbon-neutral policy in its own
operations. Energy-saving policies are implemented throughout
headquarter and branch operations. HSBC China has equipped
its network with video- and tele-conferencing facilities to reduce
the need for travel. Duplex printers, which print on both sides of
a page, are used to cut down on paper use. A summer staff casual
dress programme has been put into effect helping the Bank to cut
down on energy consumed through air conditioning.

Preventing climate change

Building on the Group’s carbon neutral commitment, in May
2007 HSBC announced a five-year, US$100 million partnership
to respond to the urgent threat of climate change worldwide with
the support of the Climate Group, Earthwatch Institute, Smith-
sonian Tropical Research Institute (STRI) and WWE, the global
conservation organisation. China is a key focus in this new
initiative and HSBC China provides it with on-the-ground
support.
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Support for the environment

The HSBC Climate Partnership will:

» Help some of the world’s great cities — Shanghai, Hong Kong,
London, Mumbai and New York — respond to the challenge of
climate change;

» Create ‘climate champions’ worldwide who will undertake
field research and bring back valuable knowledge and experi-
ence to their communities;

» Conduct the largest ever field experiment on the world’s
forests to measure carbon and the effects of climate change;

» Help to protect some of the world’s major rivers — the Yangtze,
Amazon, Ganges and the Thames — from the impact of climate
change, benefiting the 450 million people who rely on them.

The HSBC Climate Partnership builds upon ‘Investing in
Nature’, HSBC's previous USS$50 million, five-year eco-
partnership which concluded in 2006. The programme saw the
Group partner with Botanical Gardens Conservation Interna-
tional, Earthwatch, and WWEF, saving more then 12,000 plant
species from extinction, training 200 scientists, sending 2,000
HSBC employees on conservation research projects worldwide,
and protecting and better managing three of the world’s largest
rivers — including part of the Yangtze River in China — benefiting
some 50 million people.
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Leadership Programme: Environment for Sustainable
Development

HSBC and the UNEP-Tongji Institute of Environment for
Sustainable Development (IESD) at Shanghai’s Tongji Univer-
sity jointly launched the “Leadership Programme: Environment
for Sustainable Development™ in 2006. In April 2007 the Centre
for Environmental Education and Communications of the State
Environmental Protection Agency (SEPA) joined HSBC and
Tongji to co-host the programme, a pioneering example show-
ing how government, enterprise and universities can make joint
efforts in environmental protection and sustainable develop-
ment. The three-day training programme has provided a
platform in which best practices in environmental protection are
shared between intermational experts and local government
officials who are involved in front-line activities in environmen-
tal protection. More than 70 officials from over 14 provinces and
regions attended the programme, ensuring that the benefits are
nationwide.

Since 2007 HSBC China has also been sponsoring a three-year
Tongji research project on carbon dioxide emission reduction in
the Yangtze River Delta region. Undertaken by the UNEP-
Tongji Institute, the research will cover Shanghai, Suzhou, Wuxi
and Nantong. Researchers will study how the industrial structure
and energy consumption patterns of the cities impact the
environment and will seek to identify effective solutions to
balance economic growth with the need to reduce carbon
dioxide emissions.



253 A 1 214

i = b B BURR 324 I v 17 BORY A4 37T SR 4k AT 3, M) —
A BALNE S, W5 IA S Ll O R B 2k20, 0007
Ky N AR M, 215 20 RO NG 3h 25 .

E20074F &, 04 A A 00T LS X 4 & 7
HUARAK 2 B A HYIL10, 0005 5 K 9 iR e . 48 65 ¥ 39 b 7%
AR LR K AR AR, SHBSoA T,
ERKMPREARZKEMNY . KGRy, CEPEMY

RTEEEEITRKRIITHLARMWE T, ZRELSRN
MTMA. A2007FE3IAR, CEPEFNIFET HICER
LR r TR,

STFFIRER

Support for the environment

Promoting green cities

HSBC China has been a leading supporter of the Shanghai
government’s urban environmental efforts. HSBC China has
been sponsoring a series of greening initiatives by the Shanghai
Landscaping Office including sponsoring the care of the Yanfu
Community Park which covers an area of 20,000 square metres
in central Shanghai, and supporting the city’s tree-planting
campaign.

HSBC China also sponsors the care of 10,000 square meters of
wetland in the Paotaiwan Wetland Forest Park since 2007.
Paotaiwan Wetland Forest Park, the largest natural wetland park
in Shanghai covering 50 hectares, is home to many varieties of
aquatic plants, waterfowl and migratory birds. HSBC China
staff volunteers, led by President and CEO, have planted trees in
this park. From March 2007, HSBC China has been sponsoring
the care of all the trees planted by HSBC staff.
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Supporting education & social development
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At HSBC, we recognise that education is crucial to the
development and prosperity of every country. By supporting
education in China, we seek to build the confidence and abilities of
young people, on whom the country’s future success will depend.

The Bank’s support of education is central to the promotion of
social development goals. Where possible, the Bank promotes
educational initiatives that not only benefit students, but also
society as a whole. Particular attention is given to education

programmes that serve rural economic and social development.

Nutrition for children in rural schools

HSBC China is the lead sponsor of the China Development
Research Foundation (CDRF) of the State Council’s research
programme on providing nutrition to children in poor families in
rural areas.

This is a two-year social policy innovation programme initiated by
CDRF, which is designed to - by means of pilot experiment,
research, training, and intemmational exchange - explore and
recommend ways to guarantee nutrition for children in poor rural
families. It secks to guarantee the social rights entitled to children
and mobilise more social
resources for providing
nutrition for children. The
programme aims to provide
suggestions for government
decision making, improve the
performance and efficiency of
government policies, and
ultimately  establish  a
nationwide mechanism based
on government policies.
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Supporting education & social development

The Nutrition Programme has chosen one poor county in each of
Guangxi and Hebei provinces for pilot experiments. In each
county, two boarding elementary schools have been involved in
nutrition comparison experiments since March 2007.

Under the programme, HSBC China will also sponsor international
symposiums to bring together experts and scholars, government
officials, media and international organisations in order to share
views regarding international practices and experiences, as well as
suggestions on policy making.

Rural financial research

HSBC has been sponsoring the three-year research project
(2006-2008) by the School of Economics and Management
(SEM) of Tsinghua University on the development of the
financial market in China’s rural areas, aimed at supporting the
country’s policy goals to boost economic development in those
areas. During the project’s first phase in 2006, more than 200
teachers and students from SEM in visiting 29 counties in the
provinces of Qinghai, Xinjiang, Gansu and Hebei to conduct
research on rural financial development, with bank volunteers
joining the research team in Hebei. This year, HSBC China
volunteers from the Wuhan and Beijing branches conducted
field research in rural areas in Shanxin, Jilin and Hubei, assisting
in gathering first-hand information on rural financial needs.

Economics forum

The HSBC Economics Forum at Fudan University was
established in 1999, whereby renowned economists are
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Supporting education & social development

invited to make keynote speeches at the Forum to the students
and teachers at Fudan, to promote international exchange on
the study of economics. In 2005, HSBC further expanded its
cooperation with Fudan University and renamed the Forum
as “Fudan-HSBC Economics Lectures”. Each year a number
of world-renowned economists are invited to teach short
courses in economics and finance and give open lectures at
Fudan to promote in-depth understanding of advanced

economic theories among the students.

HSBC China has for a number of years been supporting the
annual HSBC-PKU Economics Forum at Peking University
to promote international exchange on the study of
economics. Nobel laureates have been invited to speak at
the forum and shared insights with the students in Peking
University on topics related to the Chinese economy
through face-to-face discussions.

Supporting Special Olympics

HSBC China was proactively engaged in the 2007 Special
Olympics World Summer Games in Shanghai, sponsoring
the distribution of a booklet to all elementary and high
school students in Shanghai. With its lively design and
illustrative content, the booklet helped promote the spirit of
the Special Olympics among Shanghai’s
young people and enhance their
knowledge of the Games.

In addition, over 300 staff members from
HSBC China signed up to be Special
Olympics volunteers to provide on-site
support at the sports stadiums and to
accompany Special Olympic athletes
during their stay in Shanghai.
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The Hongkong Bank Foundation

Founded in 1981 by The Hongkong and Shanghai banking
Corporation Limited, the parent of HSBC China, The
Hongkong Bank Foundation has been providing charitable
support to a wide but often related range of initiatives in
Hong Kong and mainland China.

The Foundation has supported around 200 philanthropic
projects in the Mainland, ranging from educational and
environmental projects to those that promote community
development.

The Foundation has partnered with professional organisations
including the China Charity Federation (CCF), a Beijing-based
national Charity, and international conservancy organisation
WWEF in order to capitalize on the expertise of its partners
CHABANEN K. and extend the reach of the Foundation’s efforts.

HSBC volunteers distr Jocal villagers in flood-hit areas
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Educational projects have included vocational training for
urban jobless workers, vocational traming for rural migrant
workers, economics courses for high school students, scholarships
for university students, emotional-wellbeing programme for
kindergarten children and special training programmes for rural
school teachers. The Foundation has also sponsored education
programmes for disabled and special-needs children.

The Foundation has been working with the WWF (HK) on
training programmes for Chinese wetland staff on the appropriate
use of wetland resources. The Foundation is also working with the
WWF on the five-year (2006-2010) South China Wetland Project
at Guangdong's Haifeng Nature Reserve and Fujian Zhangjiang

National Mangrove Reserve, to promote conservation at an
important stopover for over 40,000 birds each winter.

MK THELXFICFRGEERSET R AT E , FH SR
More information on the Foundation’s work in mainland China can be found at:

http://www.hongkongbankfoundation.org.hk/foundation/cn_proj.htm (English)

http://www.hongkongbankfoundation.org.hk/foundation/chinese/cn_proj.htm (4= )
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Staff volunteering

HSBC China has a long history of community giving and we
encourage volunteer work by employees as a way to support local
communities. In an internal survey conducted in December 2006,
the results show that 96% of colleagues would like to take part in
HSBC China’s staff volunteering activities. Staff have participated
in a wide range of activities in educational, environmental and
social development initiatives throughout China.
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HSBC Bank (China) Company Limited (HSBC China) started
operations on 2 April 2007 as a wholly-foreign-owned bank
solely owned by The Hongkong and Shanghai Banking
Corporation Limited. With its headquarters based in Shanghai,
HSBC China incorporated the previous mainland China offices
of The Hongkong and Shanghai Banking Corporation Limited.

Established in Hong Kong and Shanghai in 1865, The
Hongkong and Shanghai Banking Corporation Limited (HSBC)
is the founding member of the HSBC Group — one of the world’s
largest banking and financial services organisations — and its
flagship in the Asia-Pacific region. HSBC is the largest bank
incorporated in the Hong Kong Special Administrative Region
and one of the SAR’s three note-issuing banks. HSBC has had a
continuous presence in mainland China for 142 years.

With the largest service network amongst foreign banks in
mainland China, HSBC China provides comprehensive banking
services including personal, commercial, corporate and
institutional banking services. HSBC China is committed to
recruiting, developing and nurturing local talent.
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