Report of the Directors
EEERES

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 2012.

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 2012 are set out
in Note 25 to the financial statements.

SHARE CAPITAL

On 16 August 2012, the Bank has allotted 199,328,916 shares of Ordinary
Shares of HK$1.00 each (“Ordinary Shares") to Fubon Financial Holding Co., Ltd
(“Fubon Financial”) at the price of HK$5.2 each. On the same date, the Bank has
repurchased the 1,156,586,517 (98.67%) of its own Cumulative Irredeemable
Preference Shares of USD0.10237 each from Fubon Financial out of the
proceeds of the issue of the Ordinary Shares.

Details of the share capital of the Bank are set out in Note 37 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 2012 is set out in the
consolidated statement of comprehensive income on page 60. The state of the
Bank’s and Group's affairs as at 31 December 2012 are set out in the financial
statements on pages 60 to 208.

No interim dividend was paid for the year ended 31 December 2012 (2011: Nil).

The Directors do not recommend a payment of final dividend in respect of the
year ended 31 December 2012 (2011: Nil).
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DIRECTORS

The Directors in office during the financial year were:

Executive Directors

Raymond Wing Hung LEE (Chief Executive Officer and Managing Director)
(appointed on 15 May 2012)

Pei-Hwa Thomas LIANG (retired on 15 May 2012)

James YIP

Non-Executive Directors

Ming-Hsing (Richard) TSAI (Chairman)

Ming-Chung (Daniel) TSAI (Vice Chairman)

Victor KUNG

Dennis CHAN Wen-Yueh (re-designated from an Executive Director to a
Non-Executive Director on 1 June 2012)

Michael CHANG Ming-Yuen (resigned on 28 September 2012)

Independent Non-Executive Directors

Robert James KENRICK
Moses TSANG
Hung SHIH

ROTATION OF DIRECTORS IN THE FORTHCOMING ANNUAL GENERAL
MEETING

In accordance with Article 77 of the Bank's Articles of Association, Raymond
Wing Hung Lee will hold office until the 2013 Annual General Meeting and, being
eligible, offer himself for re-election.

In accordance with Article 81 of the Bank's Articles of Association, James Yip,
Victor Kung and Hung Shih 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.
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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’ RIGHTS TO ACQUIRE SHARES AND DEBENTURES

The Directors and Chief Executive of the Bank who held office at 31 December
2012 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"):

Ordinary shares in Fubon Financial of NT$10 each
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Ming-Hsing (Richard) TSAI 283,661,274 27,473,565 1,013,812,048" 1,324,946,887 13.86
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(1) 1,013,812,048 shares were held through corporations in which Ming-Chung (Daniel) (1) 1,013.812,048 53/ 17 7 B 2500 5 « 2098 6 B i 250

TSAIl, Ming-Hsing (Richard) TSAI and other TSAI family members have beneficial

interest.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES (continued)

Options

At 31 December 2012, 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.
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The options expired on 30 Jul 2012.
i The options expired on 6 Dec 2012.

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.
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FIXED ASSETS

Movements in fixed assets of the Bank and the Group are set out in Note 26 to
the financial statements.

DONATIONS

Donations made by the Group during the year amounted to HK$901,310 (2011:
HK$197,200).

RESERVES

Profit attributable to shareholders, before dividends, of HK$308,722,000 (2011:
HK$280,291,000) has been transferred to reserves. Details of the movements in
reserves are set out in the consolidated statement of changes in equity on pages
64 to 65, and Note 39 to the financial statements.

RETIREMENT SCHEMES

The Group operates a defined benefit retirement scheme which covers 34%
(2011: 37%) of the Group’'s employees, and a Mandatory Provident Fund
scheme. Particulars of these retirement schemes are set out in Note 42 to the
financial statements.

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 2012 in conjunction
with the unaudited supplementary information on pages 209 to 232 comply fully
with the disclosure requirements of the Banking (Disclosure) Rules made by the
Hong Kong Monetary Authority under section 60A of the Hong Kong Banking
Ordinance.

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, 1 March 2013
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