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The Bank is committed to maintain high standards of corporate governance
practices and also follows the module set out in the Supervisory Policy Manual
entitled “Corporate Governance of Locally Incorporated Authorized Institutions”
issued by the Hong Kong Monetary Authority on 21 September 2001. The
Bank has complied with the code provisions set out in the Code on Corporate
Governance Practices (the “Code”) contained in Appendix 14 of the Listing

E1.216 21BN © Rules throughout the financial year ended 31 December 2006, except for the
deviations from Code Provisions A.4.1, A.4.2 and E.1.2 which are explained in
the relevant paragraphs below.

A. EET A. BOARD OF DIRECTORS

Al EEg A.1 The Board
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The Board of Directors has the collective responsibility for leadership
and control of the Bank and be collectively responsible for promoting
- BUAHSARTKNER -EFSHITE the success of the Bank by directing and supervising the Bank’s
TRBITZHRKE  WERESREEEB 2 RERE affairs. The Board sets strategies for the Bank and monitors the
{E o performance and activities of the senior management.
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The Board meetings are held at least once every quarter,
such regular Board meetings will normally involve the active
participation, either in person or through other electronic means
of communication, of a majority of Directors entitled to be present.
Special Board meetings will be held when necessary.
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The Board of the Bank held four meetings in 2006. The attendance
records of individual Directors are as follows:

HEZEE
Number of
Meetings
EERA Name of Director Attended
ZEEELT Dr. Jiang Jianging
(ERFHIFNITES) (Chairman, Non-executive Director)
TREZT Ms. Wang Lili
(BlEFBRIFNTES) (Vice Chairman, Non-executive Director)
RETE Mr. Zhu Qi
(BFECIBBITHRAE) (Managing Director and Chief Executive Officer)
BRE oAk Mr. Chen Aiping
GEgiTES) (Non-executive Director)
=EREBEAE Mr. Wong Yuen Fai
(BITES) (Executive Director)
RERSTAE Mr. Zhang Yi
(BITES) (Executive Director)
Damis Jacobus Ziengs 54 Mr. Damis Jacobus Ziengs
GEiTES) (Non-executive Director)
T F#HE Professor Wong Yue Chim, Richard
(B IERITES) (Independent Non-executive Director)
RREL A Mr. Tsui Yiu Wa, Alec
(B FERITES) (Independent Non-executive Director)
ReERE Mr. Yuen Kam Ho, George
(B IERITESR) (Independent Non-executive Director)
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The Directors of the Bank are consulted to include matters in the
agenda of its regular Board meetings. The Director(s) may seek
independent professional advice in appropriate circumstances
to assist him/her in discharging his/her duties to the Bank. The
Directors also have access to advice and services of the Company
Secretary to ensure due compliance of the Board procedures, and
all applications rules and regulations.

Notice of meeting shall be given to all Directors by the Company
Secretary at least two weeks before the date of the meeting to
provide sufficient notice to give all Directors an opportunity to attend.
Under special circumstances, the Company Secretary will promptly
contact all Directors by way of telephone.

Minutes of the meetings of the Board and the Board committee
have been recorded in sufficient detail the matters considered by
the Board and the committees, decisions reached, including any
concerns raised by Directors or dissenting views expressed. Draft
and final versions of the minutes of the Board are sent to all Directors
for their comment and records respectively.

Minutes of the meetings of the Board, the Audit Committee, the
Nomination Committee and the Risk Management Committee of the
Bank are kept by the Company Secretary. Minutes of the meetings
of the other Board committees (as listed under Section D.2 of this
report) are kept by the appointed secretary of each committee.
Minutes of the meetings of the Board and all the Board committees
are open for inspection at any reasonable time on reasonable notice
by any Director.

A.2 Chairman and Chief Executive Officer

Dr. Jiang Jianging is a Non-executive Director and the Chairman
of the Board. Mr. Zhu Qi is the Chief Executive Officer of the Bank.
With the support of the experienced senior management, Mr. Zhu
assumes the responsibility to supervise the daily management and
operations of the Bank, including the implementation of major
strategies and initiatives adopted by the Board from time to time. The
roles of Chairman of the Board and Chief Executive Officer of the
Bank are segregated, with a clear division of responsibilities.

A.3 Board Composition

As at the date of the report, the Board of the Bank consisted of 10
Directors comprising three Executive Directors, four Non-executive
Directors and three Independent Non-executive Directors. All the
Directors are expressly identified by such categories in all corporate
communications that disclose their names. All the Independent
Non-executive Directors meet the guidelines for assessment of their
independence as set out in Rule 3.13 of the Listing Rules.

The Bank benefits from the substantial business, banking and
professional experience of its Directors. Biography of the Directors
is set out in the “Biographical Details of Directors and Senior
Management” section under the Bank’s 2006 Annual Report.
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A.4 Appointments, Re-election and Removal

The Non-executive Directors and the Independent Non-executive
Directors of the Bank are not appointed for specific term but subject
to the retirement by rotation at and re-election at the annual general
meetings in accordance with the Bank’s Articles of Association.
Save for the Managing Director of the Bank, at each annual general
meeting one-third of the Directors for the time being or, if their
number is not a multiple of three, then the number nearest but
not exceeding one-third, shall retire from office by rotation and any
Director appointed by the Directors to fill a casual vacancy or as an
addition shall hold office only until the next following annual general
meeting. All the retiring Directors are eligible for re-election.

In compliance with the requirement of Code Provision A.4.2, Mr.
Zhu Qi, the Managing Director of the Bank, had offered himself for
retirement at the 2005 Annual General Meeting of the Bank and was
re-elected Director of the Bank.

In compliance with the requirement of Code Provision A.4.2, Mr.
Chen Aiping, will offer himself for retirement at the forthcoming
annual general meeting of the Bank and being eligible, will offer
himself for re-election.

Mr. Zhang Yi who was appointed as a Director of the Bank on
15 March 2005 should have retired at the 2004 Annual General
Meeting of the Bank held on 14 April 2005. As the Notice of
2004 Annual General Meeting of the Bank was issued before the
appointment of Mr. Zhang Yi, Mr. Zhang Yi would only be appointed
for less than one month by the date of the 2004 Annual General
Meeting. For the best interests of the Bank and its shareholders, Mr.
Zhang Yi had retired at the 2005 Annual General Meeting, and was
re-elected Director of the Bank.

Save for Mr. Chen Aiping who will offer himself for re-election at the
forthcoming annual general meeting of the Bank, as at the date of
this report, no Director held office for over three years.

The Nomination Committee was established on 20 January 2005
with specific Terms of Reference, which state clearly with its
authority and duties. The Terms of Reference of the Nomination
Committee have included the specific duties set out in paragraphs
A.4.5(a) to (d) of the Code, with appropriate modifications when
necessary. It is responsible for assessing the suitability of the
candidates and recommending to the Board all new appointments
of Directors and senior executives (such as chief executive officer,
alternate chief executive, chief financial officer). The Committee
reports directly to the Board and meets at least once a year.

The current members of the Nomination Committee are two
Independent Non-executive Directors, namely Mr. Tsui Yiu Wa, Alec
(Chairman) and Mr. Yuen Kam Ho, George, and a Non-executive
Director, namely Mr. Chen Aiping.
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The Nomination Committee of the Bank held one meeting in 2006
and the attendance records of the individual members are as
follows:

HESEIE

ZEGREHRA Name of Committee Member Number of Meetings Attended
RIBES A Mr. Tsui Yiu Wa, Alec

(B IENITEEFREE) (Independent Non-executive Director and Chairman) 1
ReMERE Mr. Yuen Kam Ho, George

(BIIEHITES) (Independent Non-executive Director) 1
FRE A Mr. Chen Aiping

(FERITESR) (Non-executive Director) 0
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During the year, the Nomination Committee of the Bank considered
the replacement for the Bank’s Chief Financial Officer.

A.5 Responsibilities of Directors

The Bank regularly reminds all Directors of their functions and
responsibilities and updates them of the legal and regulatory
developments. Through regular Board meetings and circulation of
regular financial reports and other materials (such as the minutes
of the meetings of the other Board committees), all Directors are
informed of the business operation and financial situation of the
Bank.

The functions of the Non-executive Directors of the Bank as set
out in the Terms of Reference of the Board of Directors include the
functions as specified in Code Provision A.5.2 (a) to (d) of the Code
(with appropriate modifications when necessary).

The Bank has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 of the Listing
Rules as its own code of conduct regarding Directors’ securities
transactions. The Bank confirms that, having made specific enquiry
of all Directors, the Directors have complied with the required
standard set out in the Model Code for the year ended 31 December
2006.

A.6 Supply of and Access to Information

The Directors have full and timely access to all relevant information
of the Bank so that they can make an informed decision in
discharging their duties and responsibilities as Directors. The Board
and each Director has separate and independent access to the
management of the Bank.
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The Level and Make-up of Remuneration and Disclosure
The Remuneration Committee of the Bank was established on 20
January 2005 with specific Terms of Reference, which state clearly
with its authority and duties. It oversees the remuneration of the
Directors and senior management of the Bank to ensure that their
remuneration is appropriate for their duties and consistent with the
Bank’s culture, strategy and control environment. The Committee
is also responsible for recommending to the Board on the Bank’s
remuneration policy framework. The Committee reports directly to
the Board and meets at least once a year.

The current members of the Remuneration Committee are three
Independent Non-executive Directors, namely Mr. Yuen Kam Ho,
George (Chairman), Professor Wong Yue Chim, Richard, S.B.S., J.P.,
and Mr. Tsui Yiu Wa, Alec, and two Non-executive Directors, namely
Mr. Chen Aiping and Mr. Damis Jacobus Ziengs.

RRITZHNEE S \ZET E%f Tk The Remuneration Committee of the Bank held one meeting in
g% ERIKE 2 L EREIn T 2006 and the attendance records of the individual members are as
follows:
HESBEIE
ZEBRENSA Name of Committee Member Number of Meetings Attended
REESE Mr. Yuen Kam Ho, George
(BN IFITESE N ESE) (Independent Non-executive Director and Chairman) 1
T F#HE Professor Wong Yue Chim, Richard
(BZIEHITESR) (Independent Non-executive Director) 0
RREL A Mr. Tsui Yiu Wa, Alec
(B IEITESR) (Independent Non-executive Director) 1
FRE oAk Mr. Chen Aiping
GEiTES) (Non-executive Director) 1
Damis Jacobus Ziengs 7t 4 Mr. Damis Jacobus Ziengs
GEITES) (Non-executive Director) 0
BRASEER _ZETNF2HMER » FHRHA Information relating to the remuneration of each Director for 2006 is
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set out in Note 13 to the Notes to the Accounts of the 2006 Annual
Report of the Bank.

During the year, the Remuneration Committee considered and
recommended to the Board the allocation of performance bonus
of the Group (including that of the Executive Directors) for the year
ended 31 December 2005. The Committee also considered and
recommended to the Board the fees payable to the Non-executive
Directors and the Independent Non-executive Directors for the year
ended 31 December 2005.
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C. ACCOUNTABILITY AND AUDIT

C.1 Financial Reporting

Monthly reports on financial results are submitted to the Board for
ongoing monitoring. Business performance and financial situation of
the Bank are reported to the Board at each Board meeting to assist
the Board to have a balanced, clear and comprehensive assessment
of the Bank’s performance, position and prospects.

The Directors acknowledge their responsibility for preparing the
accounts of the Bank. As at 31 December 2006, the Directors
are not aware of any material uncertainties relating to events or
conditions which may cast significant doubt upon the Bank’s ability
to continue as a going concern. The Directors have prepared the
accounts of the Bank on a going concern basis.

A statement by the external auditors with respect to their financial
reporting responsibilities is included in the Independent Auditors’
Report on page 68 of the Bank’s 2006 Annual Report.

C.2 Internal Controls

The Board is responsible for the system of the internal control and
the review of the effectiveness of the Bank and its subsidiaries
through well-established procedures, policies and systems of the
Bank. The review covers all material controls, including financial,
operational and compliance control and risk management functions.

The Internal Audit Department evaluates the Bank’s internal controls
on an on-going basis and reports to the Audit Committee at least 4
times each year on significant findings on internal controls. Copy of
the minutes of the Audit Committee meetings will also be sent to the
Board for information.

C.3 Audit Committee

The Bank has established an Audit Committee with specific written
Terms of Reference set out clearly its authority and responsibilities.
The Terms of Reference of the Audit Committee have included the
duties set out in Code Provision C.3.3 of the Code, with appropriate
modifications when necessary. It reviews the effectiveness of both
the external and internal audit and of internal controls and risk
evaluation.

The current members of the Audit Committee are the three
Independent Non-executive Directors, namely Professor Wong Yue
Chim, Richard, S.B.S., J.P. (Chairman), Mr. Tsui Yiu Wa, Alec and
Mr. Yuen Kam Ho, George, and a Non-executive Director, namely
Mr. Chen Aiping.
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RRITZERLZEGR BT RNFRIT TR The Audit Committee of the Bank held four meetings in 2006 and
@ ARITZINEZEMY EERRRE two meetings were with the participation of the external auditors of
o BZZEGZERIKE BELEENT the Bank. The attendance records of the individual members at the

Audit Committee are as follows:

HESEIE
ZEGRENS Name of Committee Member Number of Meetings Attended
T T Professor Wong Yue Chim, Richard
(B IERITEEREFE) (Independent Non-executive Director and Chairman) 4
REERE Mr. Yuen Kam Ho, George
(B IERTESREEEE) (Independent Non-executive Director and Alternate Chairman) 3
RRELE Mr. Tsui Yiu Wa, Alec
(B FFRITES) (Independent Non-executive Director) 4
PR oA Mr. Chen Aiping
GEiTES) (Non-executive Director) 2
FR - T FAELERZINEZ AR Z AR During the year, the fees paid to the external auditors of the
IR 2 B 5 5 /A3,564,000/8 7T & Group for the audit services and non-audit services amounted
960,000 7T - EXFEZBERBEINTER 2 to HK$3,564,000 and HK$960,000 respectively. Details of the
EIFUNE significant non-audit service assignments and the fees paid are as
follows:
s &R
BRI E Nature of Non-audit Service Fees Paid
% BRT% Tax Service HK$759,000
=T 1R AR Audit related services HK$6,000
E AR Other Services HK$195,000
RIETEZEESREERNMETZ LIEREN During the year, the work performed by the Audit Committee of the
T~ Bank is summarised as follows:
— SRINEZEEIEFEZETIEY M -~ Met with the external auditors to discuss the general scope of
EEE their audit work;
—  ERIMNEREEEIRE 2 EXIENA - Reviewed external auditor’s management letter and
i E IR 2 [ management’s response;
—  BERILER T NFEEERINEZE - Reviewed and approved the appointment of external auditors
B for the year of 2006;
—  BRZINEZEEI T NFE 2 EXET -~ Reviewed the external auditors’ 2006 audit plan;
2l
—  EMHINEZERRENERUANEEE Y -~ Reviewed the external auditors’ report and findings and the
B fE management’s response;
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Reviewed the internal audit plan for the year of 2006;

- Reviewed the internal audit reports covering the evaluation of
internal controls;

- Reviewed the audited accounts and final results
announcement for the year of 2006;

- Reviewed the Interim Report and the interim results
announcement for the six months ended 30 June 2006.

D. DELEGATION BY THE BOARD

D.1 Management Functions

The Board assumes the responsibility for leadership and control
of the Bank and delegates aspects of its management and
administration functions to the Management. The Board sets up
clear guidelines as to the powers to the Management, in particular,
with respect to reporting mechanism and the matters that shall be
subject to the approval of the Board (such as substantial changes in
the management structure, the business objectives, strategies and
business plans, the policies and manuals which may substantially
affect the financial and risk management of the Bank).

D.2 Board Committees

Apart from the Audit Committee (particulars are disclosed under
C.3), the Remuneration Committee (particulars are disclosed under
B.1) and the Nomination Committee (particulars are disclosed
under A.4), the Board has also established the following four
specialised committees which comprise Directors and where
appropriate, other senior executives from relevant areas:

1. General Management Committee

The General Management Committee was established on
24 September 2001 to supervise the overall operation of the
Group. The Chairman of the Committee is the Chief Executive
Officer, and the other committee members are the Deputy
General Managers and the Assistant General Managers
designated by the Chief Executive Officer. 17 meetings were
held during the current financial year.
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Credit Committee

The Credit Committee sets up credit related policies and
procedures in order to maintain the quality of the credit
portfolio of the Bank. It reviews and approves large credit
exposures, manages credit risk concentration, accepts or
rejects new credit strategies and responds to deteriorating
credit customers. The Committee consists of the Head of
Credit Analysis and Administration Department (Chairman),
the Chief Risk Officer and the Deputy General Managers in
charge of business lines.

Asset and Liability Management Committee

The Asset and Liability Management Committee was
established on 12 July 1999 to closely monitor the mix
of liquid assets and funding channels, and the exposure
to movements in interest rate and foreign exchange. The
Committee members also meet to review the optimal liquidity
level in response to internal requirements and external
market indicators. It comprises the Chief Financial Officer
(the Chairman and Secretary of the Committee), all Deputy
General Managers, the Designated Assistant General Manager
in charge of Business Units, the Chief Risk Officer, the Market
Risk Head of Risk Management Department, the Head of
Treasury & Markets Department and the Head of Corporate
Finance Department. The Committee meets on a monthly
basis.

Risk Management Committee

The Risk Management Committee was established on
5 September 2002 to review and report to the Board of
Directors on the adequacy and efficiency of risk management
procedures, policies and systems of the Group. It focuses
on credit risk, interest rate risk, market risk, liquidity risk,
operational risk, reputation risk and legal risk. The Committee
comprises the Chief Risk Officer (Chairman), the Chief
Executive Officer, an Independent Non-executive Director of
the Bank, the Deputy General Manager in charge of Treasury
& Markets, the Deputy General Manager in charge of Retail
Banking, the Chief Financial Officer, the Chief Operation
Officer, the Head of Treasury & Markets Department, the
Head of Credit Analysis and Administration Department, the
Market Risk Head of Risk Management Department, the
Head of Systems & IT Department and the Head of Legal and
Compliance Department. The Committee meets on a quarterly
basis.
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In accordance with the Group’s asset portfolio structure and
risk profile, the stress-testing program as part of an on-going
risk monitoring exercise has been implemented. The stress
test results are regularly reported to the Risk Management
Committee for review. Policies and tolerances addressing risk
identification, measurement, monitoring and control will be
directly communicated to those areas affected throughout the
Group.

Each of these committees has specific written terms of
reference which clearly sets out its authorities and duties.
The Audit Committee, the Remuneration Committee and the
Nomination Committee are required to report their decisions
or recommendations to the Board. Material matters are
reserved for the approval of the Board according to the terms
of reference of such committees.

E. COMMUNICATION WITH SHAREHOLDERS

E.1 Effective Communication

A separate resolution was proposed by the Chairman of the Meeting
of the 2005 Annual General Meeting in respect of each separate
issue including the re-election of the retiring Directors. The Bank
organises press conferences and analysts’ meetings to explain its
annual and interim results in detail. The website of the Bank www.
icbcasia.com contains the “Investor Relations” and “About Us”
sections which offer timely access to the Bank’s publications, press
releases and other business information.

The Chairman was unable to attend the 2005 Annual General
Meeting due to other important business engagements. The majority
of the board members (including the Chairman of each of the Audit
Committee, the Remuneration Committee and the Nomination
Committee) attended the 2005 Annual General Meeting of the Bank
to answer questions from shareholders.

E.2 Voting by Poll

The procedures for voting by poll, which comply with the Listing
Rules and the Articles of Association of the Bank, are set out in every
circular sent to shareholders of the Bank during the year of 2006.
The Bank shall regularly inform shareholders of the procedure for
voting by poll and ensure compliance with the requirements about
voting by poll contained in the Listing Rules and the Articles of
Association of the Bank.
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