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Corporate Governance Report

CORPORATE GOVERNANCE
PRACTICES

(A)

(B)

The Bank is committed to high standards of corporate
governance and has followed the module on “Corporate
Governance of Locally Incorporated Authorised
Institutions” under the Supervisory Policy Manual (CG-1)
issued by the HKMA in September 2001. The Bank has
also complied with the Code of Best Practice in
Appendix 14 of the Listing Rules.

In November 2004, the Stock Exchange introduced
the Code on Corporate Governance Practices (the
“Code”) in replacement and enhancement of the
Code of Best Practice. The Code became effective
for the accounting periods commencing on or after 1
January 2005.

The Code has been reviewed and the Bank has
taken necessary steps to address its new
requirements including, inter alia, the revision of the
terms of reference of the Bank’s Board of Directors
and its committees.

Save the exceptions below, the Bank has applied
the principles and complied with the Code provisions
throughout the year ended 31 December 2005 and
to the fullest extent of the recommended best
practices of the Code.

(1) The Articles of Association (“Articles”) of the
Bank provide that the Managing Director is
excluded from retirement by rotation. In
compliance with the Code provision that every
Director should be subject to retirement by
rotation, the Bank will propose to its
shareholders at the 2006 Annual General
Meeting that the Articles be amended
accordingly.
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(©)

(2) The Code provision requires that Directors
must comply with the obligations set out in the
Model Code. Upon appointment, a Director was
not aware that his spouse had, before his
appointment, purchased 100,000 issued shares
of the Bank in March 2004 and therefore failed
to make the required notification to the Bank
under the Model Code in respect of said issued
shares. The Director only became aware of his
spouse’s ownership of the shares in January
2006 and he then notified the Bank accordingly.

(3) The Code provides that a majority of the
members of the Remuneration Committee
should be Independent Non-Executive Directors.
The Remuneration Committee of the Bank
during 2005 did not comply with the Code as
it comprised a total of four members, two Non-
Executive Directors and two Independent Non-
Executive Directors. In compliance with the
Code, the Board approved the appointment of
the remaining Independent Non-Executive
Director to the Remuneration Committee in
January 2006.

Directors’ Securities Transactions

The Bank has adopted the Model Code as its own
code of conduct regarding securities transactions by
the Directors. The Bank has made specific enquiries
of all Directors regarding any non-compliance with
the Model Code during the period, and received
confirmations from all Directors that, with the
exception of the matter referred to in section B(2)
above, they have fully complied with the required
standards set out in the Model Code.



5>

"

(A)

(B)

HE
il
o
‘FSH'
x<d
o

e
i
e
3
i

TRKEREER  —BEETEE
ihﬂ%ﬁmﬁgﬁﬁiﬁmeﬁ
Df¢iﬁzﬁﬂﬁu?7%%5’1¢%5/ o AR
BEETEMARAMSKT Oz REEA

3o 5 £

>

F+—R BXASIACEERER
Jﬁxﬁﬁ&ﬁ%?&ﬁﬁﬁw <7 Al
THE-A B HKRAKRZ S HE

=]

F

A < 4
A

el
o |14

HFE A PSS am Bt

N4

RRTERBUEE FRIAT

ST £ ax
TABTEESRAEE

MEIEX - HP e
SRERE -

BRUATZ&EN  RRIRBE_ZETAF+ =
A=T—BAUtFEE-—EHEEATAMHZRA - A
BEETTAGXRENBTTURRREER

(1) ARTZABSREZA/((ERARD)REE
ERKREBARERME - RERTAEXR
E=EYABERTIZIAE  ARITEN=-F
ERFZERBFRELEZERRYER
AAME L A EE -

(2) TFHAKXHEEEENEEREFRZFNZE
STHIFMTEMNEE - FE—RESREZERT
THEERBRZEZTEZEANENR _ZEF
P4 = B EE B A$R17100,0000% B 277 i fn

BORRERL Ll B TR AANRITIEH A
A e &%%%ﬁ’\_vv/\i AAMEH
FBEERTRMD - BRMAITER LAt
N =i

(3) STAMEXETRE  FRNZE2 2 KRBHKEEA
HBYERNTEEET - R_ZTREF K
RITZHFMNEESWEBTHIAKY  RA
Eﬁéiaaﬁmﬁm%%a BN & 20 1T
EENMEABYIENTES - AEREBIK
X o BEeAER _ZTTNFE-AZTHRS
BYFRATEENMAFHEZES -

EHIBHRZY

RBITERABF R FNERETAEREARAIE
RETEFRZGZIATE - RRITEMMBE
EELAARAPREMNERBRETAIZEES
# o BRRIA EBQ2)BE D AT B 45N - R F R R
EiL#TE#EljﬁﬁﬁZK:JZ*T—'—O

Fubon Bank E #B#R1T | Annual Report F£3§ | 2005

57



58

Corporate Governance Report

(D)

Board of Directors

1)

2)

Details in relation to the Board of Directors
(“the Board”) of the Bank have been set out in
the Directors’ Report. During the financial year,
four board meetings have been held. Each
Director’s attendance at these board meetings
is set out below:

Directors Attendance

Executive Directors

Jin-Yi Lee (Managing Directors and 4/4
Chief Executive Officer)

Fan Sheung Yam, Horace 2/4

Non-Executive Directors

Ming-Hsing (Richard) Tsai (Chairman) 4/4

Ming-Chung (Daniel) Tsai (Vice Chairman) 2/4

Wing-Fai Ng 3/4

Victor Kung 4/4

Jesse Ding 2/4

Independent Non-Executive Directors

Robert James Kenrick 4/4

Moses K. Tsang 3/4

Hung Shih 4/4

In meeting its overall duties and responsibilities
to shareholders, depositors, creditors,
employees and other stakeholders, the Board
is responsible to ensure that there is a
competent executive management which is
able to run the Bank in a sound and efficient
manner.

The Board is also responsible for establishing
the overall business objectives of the Bank and
to approve and review the corresponding business
strategies and plans (including annual budgets)
from time to time. The Board is also required to
ensure that the operations of the Bank are
conducted prudently and within the laws and
regulations of the Hong Kong Special
Administrative Region and thus, establishes,
approves and reviews such policies, codes of
conduct, guidelines and systems as the Board
may think necessary and appropriate from time
to time.
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The Board also ensures that the Bank observes
a high standard of integrity in its dealings with
the public and particular care is taken to
comply with applicable laws and regulations
(such as the Personal Data (Privacy) Ordinance,
Prevention of Bribery Ordinance etc), prevention
of money laundering legislation, industry
standards (such as the Code of Banking
Practice) and regulatory guidelines issued by
the HKMA, the Securities and Futures
Commission and other relevant regulatory
authorities.

In addition, the Board regularly establishes,
approves and reviews risk management strategies
and policies of the Bank as it may think
necessary and appropriate from time to time to
identify, measure, monitor and control the various
types of risk with which the Bank is faced, such
as but not limited to credit, operational, market,
reputational and liquidity risks. It also oversees
the overall investments (other than in the
ordinary course of its banking and securities
business) of the Bank in assets such as
property, equities or bonds.

The Board also ensures that the staff of the
Bank fully understands the provisions of
Section 83 of the Banking Ordinance on
connected lending and establishes a policy on
such lending.

The Board also focuses on effectively
overseeing and managing the business of the
Bank including delegating duties and
responsibilities to the Managing Director and
Chief Executive Officer or through the
appointment of Directors to specialised Board
committees with all decisions and approvals
being subject to review and ratification by the
Board.

The Managing Director and Chief Executive Officer
is responsible without interference from individual
Directors for the day to day general management
and control of the Bank’s business and operation
under delegated power and authority of the
Board. However, the Managing Director and Chief
Executive Officer has discretion to consult and
obtain guidance from the other Directors or the
Board when he considers necessary.
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(D)

(E)

Board of Directors (continued)

(3) The Listing Rules require every listed issuer to
have at least three Independent Non-Executive
Directors, at least one of whom must have
appropriate professional qualifications, or
accounting or related financial management
expertise. The Board comprises a total of ten
Directors, three of whom are Independent Non-
Executive Directors and more than one of
them hold appropriate professional
qualifications, or accounting or related financial
management expertise.

Each of the Independent Non-Executive
Directors has made an annual confirmation of
independence pursuant to Rule 3.13 of the
Listing Rules. The Bank is of the view that all
Independent Non-Executive Directors are
independent and meet the independence
guidelines set out in Rules 3.13 of the Listing
Rules.

(4) Among the members of the Board, Ming-Chung
(Daniel) Tsai, Vice Chairman is the brother of
Ming-Hsing (Richard) Tsai, Chairman, both of
whom represent the majority shareholder of
the Bank, Fubon Financial Holding Co., Ltd.

Chairman and Chief Executive Officer

Details of the Chairman, Ming-Hsing (Richard) Tsai, and
the Chief Executive Officer, Jin-Yi Lee, have been set out
in the Directors’ Report. The roles of the Chairman and
the Chief Executive Officer were segregated throughout
the financial year.
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(F)

(G)

Remuneration Committee

The Remuneration Committee comprises the Board’s
Non-Executive Chairman, Non-Executive Vice
Chairman and two Independent Non-Executive
Directors. The Committee meets as required to
review and approve the remuneration packages for
senior executives which include the Chief Executive
Officer, Executive Directors, and Executive Vice
Presidents. Executive Directors do not play a part in
decisions on their own remuneration. During the
financial year, one meeting was held. Each Director’s
attendance at the meeting is set out below:

Directors Attendance
Ming-Hsing (Richard) Tsai (Chairman) 1/1
Ming-Chung (Daniel) Tsai (Vice Chairman) 1/1
Robert James Kenrick 1/1
Moses K. Tsang 1/1

During the financial year, the Remuneration
Committee approved the re-employment of one
Executive Vice President and the employment of a
new Executive Vice President effective in March
2006.

The Remuneration Committee also discussed the
average staff salary increase for 2006 and the
2005 staff bonuses and recommended its decision
to the Board for approval. The Remuneration
Committee also approved 2006 salary increases
and 2005 bonuses for the Executive Vice Presidents.

Nomination of Directors

The Board has not established a nomination
committee and there was no nomination of new
Directors during the financial year. As a major
shareholder holding 75% of the shares of the Bank,
Fubon Financial Holding Co., Ltd will be involved in
the process of nominating new Directors. The
appointment of new Directors will be considered and
approved by the full Board of Directors or
Shareholders in accordance with the Articles of
Association of the Bank.
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(H)

@

Auditors’ Remuneration

An analysis of the remuneration in respect of audit
and non-audit services provided by the auditors to
the Bank is set out below:

2005
HK$'000
Statutory audit, including

interim review 1,821
Tax compliance 59
Advisory* 370
2,250

* The advisory fee was paid to the auditors for

carrying out agreed upon procedures for the financial
evaluation of an investment project.

Audit Committee

The Bank has complied with rule 3.21 of the Listing
Rules in relation to the composition of the Audit
Committee. The Audit Committee comprises three
members, one Non-Executive Director and two
Independent Non-Executive Directors. The Audit
Committee is chaired by Mr Robert Kenrick, an
Independent Non-Executive Director who has
appropriate accounting professional qualifications. It
meets at least four times a year and additionally
when deemed necessary. During the financial year,
four meetings have been held and each Independent
Director’s attendance at the board meeting is set
out below:

Directors Attendance
Robert James Kenrick 4/4
Victor Kung 4/4
Hung Shih 4/4

The Audit Committee ensures adequate supervision
of the Bank’s financial reporting processes, reviews
the internal audit programme and reports, ensures
co-ordination between the internal and external
auditors, and monitors the compliance with internal
policies, statutory regulations and recommendations
made by the external auditors.
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During the financial year, the Audit Committee has
reviewed the Bank’s financial reporting process and
the systems of internal control, including reviews of
the internal audit functions and the risk management
process. In particular, the reviews undertaken by
Audit Committee on the internal audit function
include reviews of the internal audit program, the
internal audit reports issued, the major findings
from any investigation and remedial actions taken by
the relevant departments in response to the findings.

The Audit Committee also reviewed the appointment
of the external auditors and discussed with them on
the nature and scope of the audits. In addition, any
issues arising from their audits together with the
follow up actions taken by the Bank to address
these issues have also been examined by the Audit
Committee. The Audit Committee also reviewed the
interim and annual financial statements before
recommending them to the Board for approval. It
also reviewed the Bank’s statement on internal
control systems in the annual report prior to the
endorsement by the Board.

Financial Statements

The Directors are responsible for the preparation of
the financial statements and were not aware of any
material uncertainty that may cast significant doubt
upon the Group’s or the Bank’s ability to continue as
a going concern. The Audit Committee has conducted
a review of the effectiveness of the Group’s system
of internal control, including financial, operational
and compliance controls and risk management
functions and reported significant matters identified
in the review to the Board. The Audit Committee has
recommended to the Board regarding the re-
appointment of the auditors, which has been
accepted by the Board.

The auditors are responsible to form an independent
opinion on whether the financial statements give a
true and fair view of the state of affairs of the Bank
and the Group as at 31 December 2005 and of the
Group’s profit and cash flows for the year then
ended and have been properly prepared in accordance
with the Hong Kong Companies Ordinance.
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