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Thank you for your letter of 18 April 2007 inviting views on the FRC's consultation paper
on the impact of The Combined Code. With apologies for the delay in responding, I offer
the following thoughts:

r

Is the ""comply or explain' approach working effectively?

The "comply or explain” mechanism works effectively provided it is respected by
companies and shareholders and those who advise shareholders. However, in one particular
area there is a growing tendency for shareholders and their advisers to construe the
provisions of The Code in a far more prescriptive way than can be taken from a natural
interpretation of the words. Provision A.3.1 sets out the relationships or circumstances
which may appear relevant to the Board's determination of a Director's independence,
including if the Director "has served on the Board for more than nine years from the date of
their first election”. Increasingly, we are seeing this being interpreted Lo include service on
subsidiary companies or indeed service on companies before they are acquired.

We have found our subsidiary company boards a source of excellent non-executive
Directors who join the Board of the holding company with invaluable insight and experience
of our operations as well as the skills and expertise they bring from their experience outside
the HSBC Group. If The Combined Code could be amended I would recommend adding the
words ".... of the company..." after "Board".

Continued/

HSBC Holdings plc

Level 41, 8 Canada Square, London E14 5HQ

Telephone: +44 20 7991 2889 Facsimile: +44 20 7991 4675
Web: www.hsbc.com

Registered in England number 617987, Registered Office: § Canada Square, London f2]4 3HQ).
Incorporated in England with limied lability.



Sir Christopher Hogg
Chairman,
Financial Reporting Council

2 July 2007

Do disclosures on the Combined Code in annual reports provide useful information to
shareholders at proportionate cost to companies?

We regard the cost of disclosure as a necessary consequence of being entrusted with
sharcholders’ investments and of having access to the securities markets. However, the
principal element of the cost of disclosure is the publication and distribution of periodic
reports. This has largely been addressed by the recent changes to the Companies Act which
has given much greater flexibility in the use of electronic communications with sharcholders.

I hope the above is helpful.

With kind regards.
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S K Green



