Report of the Directors

EXEEHES

The Directors have pleasure in presenting their report together with the audited
financial statements of Fubon Bank (Hong Kong) Limited (“the Bank”) and its
subsidiaries (collectively “the Group”) for the year ended 31 December 2009.

PRINCIPAL ACTIVITIES

The Bank, through its branches and subsidiaries, provides a range of banking,
financial and related services.

SUBSIDIARIES

Particulars of the Bank's principal subsidiaries at 31 December 2009 are set out
in Note 27 to the financial statements.

PRINCIPAL PLACE OF BUSINESS

The Bank is a licensed bank incorporated and domiciled in Hong Kong and has its
registered office at 38 Des Voeux Road Central, Hong Kong.

RESULTS AND APPROPRIATIONS

The result of the Group for the year ended 31 December 2009 is set out in the
consolidated statement of comprehensive income on page 85. The state of the
Bank's and Group's affairs as at 31 December 2009 are set out in the financial
statements on pages 85 to 232.

During the year, the Bank paid an interim dividend of 1.5 Hong Kong cents
per ordinary share, totalling HK$17,582,000 (2008: 6 Hong Kong cents,
HK$70,330,000).

The Directors recommend the payment of a final dividend of 1.5 Hong Kong cents
per ordinary share in respect of the year ended 31 December 2009, totalling
HK$17,582,000 (2008: 1.5 Hong Kong cents, HK$17,582,000).

DIRECTORS

The Directors in office during the financial year were:

Executive Directors

Pei-Hwa Thomas LIANG (Managing Director and Chief Executive Officer)
(appointed on 9 November 2009)

Michael CHANG Ming-Yuen

James YIP

Jin-Yi LEE (Managing Director and Chief Executive Officer)
(resigned on 9 November 2009)

Non-Executive Directors

Ming-Hsing (Richard) TSAI (Chairman)
Ming-Chung (Daniel) TSAI (Vice Chairman)
Victor KUNG

David CHANG Kuo-Chun

Independent Non-Executive Directors

Robert James KENRICK
Moses TSANG
Hung SHIH
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ROTATION OF DIRECTORS IN THE FORTHCOMING ANNUAL

GENERAL MEETING

In accordance with Article 77 of the Bank’s Articles of Association, Pei-Hwa
Thomas LIANG will hold office until the 2010 Annual General Meeting and, being

eligible, offers himself for re-election.

In accordance with Article 81 of the Bank's Articles of Association, Victor KUNG,
Hung SHIH and James YIP retire and, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

The Non-Executive Directors were appointed by the Bank's shareholders at the
Annual General Meeting with appointment terms in accordance with Article 77

and Article 81 of the Bank's Articles of Association.

No Director proposed for re-election at the forthcoming Annual General Meeting
has an unexpired service contract with the Bank which is not determinable by the
Bank or any of its subsidiaries within one year without payment of compensation,

other than normal statutory obligations.

DIRECTORS’ INTERESTS IN CONTRACTS

No contract of significance in relation to the Bank's business to which the Bank,
its holding company, subsidiaries or fellow subsidiaries was a party and in which
the Directors of the Bank had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

DIRECTORS’ AND CHIEF EXECUTIVE’'S INTEREST AND SHORT

POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

The Directors and Chief Executive of the Bank who held office at 31 December
2009 had the following interests in the shares of its ultimate holding company,
Fubon Financial Holding Co., Ltd. (“Fubon Financial”) and the Bank, at that date
as recorded in the register of Directors’ and Chief Executive’s interests and short
positions required to be kept under section 352 of the Securities and Futures

Ordinance (“SFO"):
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Percentage
Personal Family Corporate Total number of total
interests interests interests of shares held issued shares
Name fBA Rk L PR 1n 2B T
H®H fEz ER HEm FEE 24 RHBEDHE
Ming-Hsing (Richard) TSAI
AR 211,851,280 23,736,564 1,792,909,232" 2,028,497,076 24.96
Ming-Chung (Daniel) TSAI
2R 229,536,304 33,174,166 1,792,909,232" 2,055,619,702 25.30
Pei-Hwa Thomas LIANG
RiEHE 37,000 - - 37,000 0.0005
Victor KUNG
BERTT 325,571 - - 325,571 0.004
David CHANG Kuo-Chun
RRE 750,000 - - 750,000 0.01
Notes: Mt

(1)

1,792,909,232 shares were held through corporations in which Ming-Chung
(Daniel) TSAIl, Ming-Hsing (Richard) TSAI and other TSAl family members have

beneficial interest.

(1) 3%1,792,909,232 R R 17 1 % (B X B 15 & » i 2585 &
BEBFE R B AR Rk B R Al B 2 B B o iEan ©
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DIRECTORS’ AND CHIEF EXECUTIVE’'S INTEREST AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Options

At 31 December 2009, the Directors and Chief Executive of the Bank mentioned
below held unlisted physically settled options to acquire the number of ordinary
shares of par value NT$10 each in Fubon Financial set against their respective
names. These options were granted for nil consideration by Fubon Financial.

ESRTHRARRERS - HERORESHERN
A ()

RRE

RZZZNF+-A=+—8 " THRTERFRITHE
BRFASREEI0THMEB 2 EETMEREE 2B
SETRRZ RHE - ZERREDEBSERRER
TREEERITHRES -

No. of No. of shares No. of
options No. of acquired on No. of options Period
outstanding at options exercise of options outstanding during  Exercise price
the beginning granted  options during forfeited atthe which per share
of the year during the year during year end options are (NTS)
Fiik the year RERTE the year EREE Date exercisable &k
Name 2 ERRFZ ARELE ERRMZ 2Rk granted ARETT e
4 RREHE RREHE ZRHEE AREHE 6] RFRE fEaE (4%
Pei-Hwa Thomas LIANG 1,400,000 - - - 1,400,000 31Jul 2007 31Jul2009 * 29
1030 Jul 2012
RhE ZERtE ZEDNE
tA=t-  tA=t-RHE
—F-=
tA=1H
1,820,000 - - - 1,820,000 7 Dec 2007 7Dec 2009 2.7
t06 Dec 2012
ZZRtE ZZENE
TZAtR tZAtAz
E-C
TZARR
3,220,000
Michael CHANG Ming-Yuen 1,085,000 - - - 1,085,000 31Jul 2007 31Jul2009 * 29
1030 Jul 2012
FHE “TRE ZTTNF
tA=t-B  tA=t-RZ
-
tA=tH
1,416,000 - - - 1,416,000 7 Dec 2007 7Dec 2009 27
106 Dec 2012
TR ZTINF
TZAtA tZftRE
“5-F
TZARA
2,501,000
James YIP 1,085,000 - (542,500) - 542,500 31Jul 2007 31Jul 2009 * 9
1030 Jul 2012
R ZETtE ZSTNE
tB=t-B  tA=t-RZE
-
tA=tA
1,411,000 - - - 1,411,000 7Dec 2007 7Dec 2009 267
t06 Dec 2012
e S ZTTNF
TZAtA tZAtRZ
;:H%E
1,953,500
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DIRECTORS’ AND CHIEF EXECUTIVE’'S INTEREST AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Options (continued)

ESRTHRARRERS - HERORESHERN
A ()

No. of No. of shares No. of
options No. of acquired on No. of options Period
outstanding at options exercise of options outstanding during  Exercise price
the beginning granted  options during forfeited atthe which per share
of the year during the year during year end options are (NTS)
EEk the year RERTE the year ERiERK Date exercisable 51
Name 2 ERETZ ARERE ERiRlZ AR granted ARETF %E
4 kR AmEHE ZRHEE AREHE 1§ itk e (4%)
Victor KUNG 1,410,000 - - - 1,410,000 31.ul 2007 31Jul 2009 * 29
t0.30Jul 2012
LYK ZERtE ZEENE
tA=t-B  tA=t-RZ
-k
tA=tA
2,830,000 - - - 2,830,000 7 Dec 2007 7Dec 2009 27
106 Dec 2012
TR ZTINF
TZAtR tZRtRZ
“5-F
+ZFAR
4,240,000
David CHANG Kuo-Chun 1,400,000 - - - 1,400,000 31Jul 2007 31Jul2009 * 9
1030 Jul 2012
REE ZERtE ZERNE
tA=t-B  tA=t-RZE
3
tA=+A
2,820,000 - - - 2,820,000 7 Dec 2007 7Dec 2009 267
t06 Dec 2012
e S ZEThE
TZAtA tZAtRZ
5
T-AxA
4,220,000

* 50% of granted options are exercisable between 31 Jul 2009 and 30 Jul 2010
75% of granted options are exercisable between 31 Jul 2010 and 30 Jul 2011
100% of granted options are exercisable between 31 Jul 2011 and 30 Jul 2012

# 50% of granted options are exercisable between 7 Dec 2009 and 6 Dec 2010
75% of granted options are exercisable between 7 Dec 2010 and 6 Dec 2011
100% of granted options are exercisable between 7 Dec 2011 and 6 Dec 2012

* ERTFRRIENS0% IR —FEFEAF+A=+—HAZ=
E—TFELH =1 HARTE
ERTFRRIEN75% IR —FE—FF+H=+—HF=
E——F+H =1 HARTE
ERFRIREN100% IR =—F——F+A=+—HZ2=
E——F+H=1HARTE

i ERTFRREN0% IR -FEENF+_A+HEZ=-F
—EFEF = AXNAGHTTE
ERFRRENT75% IR —FE—FEF+_A+HEZ=-F
——F+ZAXNAHEHTE
ERTRREN100% IR -F——F+-H+HE=F
——F = AXNAHEHTE
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DIRECTORS’ AND CHIEF EXECUTIVE’'S INTEREST AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Options (continued)

Apart from the foregoing, none of the other Directors and Chief Executive of the
Bank or any of their spouses or children under eighteen years of age has interests
or short positions in the shares, underlying shares or debentures of the Bank,
any of its holding company, subsidiaries or fellow subsidiaries, as recorded in
the register required to be kept under section 352 of the SFO or as otherwise
notified to the Bank pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies in Appendix 10 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS
AND SHORT POSITIONS IN SHARE AND UNDERLYING SHARES

As at 31 December 2009, the register of substantial shareholders showed that
the Bank had been notified of the following interests, being 5% or more of the
Bank’s issued share capital.
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Fubon Financial Holding Co., Ltd.
EACRIERBRNERAR
PURCHASE, SALE OR REDEMPTION OF THE BANK'S LISTED SHARES

The Bank has not redeemed any of its listed shares during the year. Neither the
Bank nor any of its subsidiaries has purchased or sold any of the Bank's shares
during the year.

FIXED ASSETS

Movements in fixed assets of the Bank and the Group are set out in Note 28 to
the financial statements.

CHARITABLE DONATIONS

Charitable donations made by the Group during the year amounted to
HK$156,000 (2008: HK$1,656,000).

RESERVES

Profit attributable to shareholders, before dividends, of HK$22,995,000 (2008:
HK$100,896,000) has been transferred to reserves. Details of the movements in
reserves are set out in the consolidated statement of changes in equity on page
89 and Note 41 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Bank and within the
knowledge of the Directors of the Bank as at the date of this annual report, the
Bank has maintained a public float of 25% during the year.
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RETIREMENT SCHEMES

The Group operates a defined benefit retirement scheme which covers 47%
(2008: 55%) of the Group’'s employees, and a Mandatory Provident Fund
scheme. Particulars of these retirement schemes are set out in Note 44 to the
financial statements.

CONFIRMATION OF INDEPENDENCE

The Bank has received from each of the Independent Non-Executive Directors an
annual confirmation of his independence pursuant to Chapter 3.13 of the Listing
Rules. The Bank considers all the Independent Non-Executive Directors to be
independent.

AUDIT COMMITTEE

The Audit Committee comprises three Non-Executive Directors, a majority
of whom are independent, and is a committee of the Board of Directors.
The Audit Committee oversees the work of the Group's internal auditors and
thereby monitors the effectiveness of the Group's internal control systems
and compliance with policies approved by the Board of Directors and the
requirements of the regulatory authorities. The Audit Committee meets regularly
with the Group's external auditors and reviews the Group's financial reports prior
to approval by the Board of Directors.

COMPLIANCE WITH THE BANKING (DISCLOSURE) RULES

The financial statements for the year ended 31 December 2009 and the
unaudited supplementary information on pages 233 to 260 comply fully with the
applicable disclosure provisions of the Banking (Disclosure) Rules.

AUDITORS

The financial statements have been audited by KPMG who retire and, being
eligible, offer themselves for re-appointment. A resolution for the re-appointment
of KPMG as auditors of the Bank is to be proposed at the forthcoming Annual
General Meeting.

On behalf of the Board

Ming-Hsing (Richard) TSAI
Chairman

Hong Kong, 9 March 2010
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