




CORPORATE GOVERNANCE FRAMEWORK

The following chart illustrates our current corporate governance framework:

CORPORATE GOVERNANCE PRACTICES

We believe that upholding the principles and practices of good corporate governance and adopting

international standards of corporate governance is crucial for the Bank to become an internationally

competitive modern commercial bank. Therefore, we abide strictly by the laws and regulations of the

jurisdictions in which we operate, and observe the guidelines and rules issued by regulatory authorities such

as the Hong Kong Monetary Authority (‘‘HKMA’’), the Hong Kong Securities and Futures Commission and the

Stock Exchange of Hong Kong Limited. We also adopt international and domestic corporate governance best

practices.

We have established a formal corporate governance framework, defined the rights and responsibilities of the

shareholders’ general meeting, board of directors (or ‘‘Board’’), board of supervisors and senior management

and put in place solid decision-making, implementation and supervision mechanisms that operate

independently subject to a system of checks and balances. We have also established the strategy

development committee, audit committee, risk management committee, nomination and compensation

committee and related party transactions committee under our board, and performance and due diligence

supervision committee and financial and internal control supervision committee under the board of
supervisors. The Board, board of supervisors and their respective committees also assess and review their

working procedures and effectiveness regularly in accordance with their respective working rules. We have

applied the principles set out in the Code on Corporate Governance Practices (‘‘Model Code’’) in Appendix 14

of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (‘‘Listing Rules’’)

to our corporate governance framework. In particular, the articles of association of the Bank (‘‘Articles of

Association’’) and the rules of procedure of the shareholders’ general meeting, the Board and each of the

committees under the Board reflect the principles and provisions of the Model Code.

With the exception of the two deviations set out below, we have complied with the code provisions of Model

Code since our listing in 2005 :

. Rule A.5.4 of the Model Code requires the board to establish written guidelines on no less exacting

terms than the Model Code for Securities Transactions by Directors of Listed Issuers in Appendix 10 of

the Listing Rules for relevant employees in respect of their dealings in the Bank’s securities. However,
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we have not yet established formal written guidelines in respect of such relevant employees. As our

shares are listed in the form of H shares in Hong Kong, and most of our employees are located in

Mainland China, there are strict limitations on their ability to trade in our shares.

. Rule B.1.3(b) of the Model Code requires the Board to delegate the responsibility to determine the

specific remuneration package of all executive directors and senior management, including benefits in

kind, pension rights and compensation payments (including any compensation payable for loss or

termination of their office or appointment) to the compensation committee. Our board has not

delegated such duties to the nomination and compensation committee for the following reasons: first,

any resolution on remuneration may not be submitted to the board for approval unless it has already

been considered by the nomination and compensation committee; second, according to the rules of
procedure of the nomination and compensation committee, an executive director must withdraw when

his/her personal remuneration is considered and a senior executive should not participate in the

discussion at the board of directors’ meeting relating to his/her personal remuneration either. We

believe that these arrangements and mechanisms provide sufficient protection against any potential

bias in the process of determining remuneration.

BOARD OF DIRECTORS

Composition of board of directors

Our board includes 15 directors, comprising four executive directors, namely Mr. Guo Shuqing, Mr. Chang

Zhenming, Ms. Liu Shulan and Mr. Zhao Lin, seven non-executive directors, namely Mr. Zhu Zhenmin, Mr.

Jing Xuecheng, Ms. Wang Shumin, Mr. Wang Yonggang, Mr. Liu Xianghui, Mr. Zhang Xiangdong and Mr.

Gregory L. Curl, and four independent non-executive directors (‘‘INEDs’’), namely Mr. Song Fengming, Mr.

Yashiro Masamoto, Mr. Tse Hau Yin, Aloysius and Ms. Elaine La Roche.

A list of our directors and their dates of appointment are set out in ‘‘Report of the Board of Directors’’. The

biographies of our directors are set out in ‘‘Profiles of Directors, Supervisors and Senior Management’’. The

information can also be found on our website at www.ccb.cn. In accordance with Rule A.3.1 of the Model

Code, our INEDs are expressly identified in all corporate communications that disclose the names of our

directors.

Appointment and re-election of directors

Rule A.4.1 of the Model Code stipulates that non-executive directors should be appointed for a specific term,

subject to re-election. Rule A.4.2 of the Model Code stipulates that all directors, including those appointed

for a specific term, should be subject to retirement by rotation at least once every three years.

The term of office of our directors is three years (commencing from the date of their appointment by election

and ending on the date of the annual general meeting of the final year of the term of their office), and they

may be re-elected upon expiration of their three years term.

Responsibilities and operation of the Board

The primary roles of the Board are to determine the objectives, strategies, policies and business plans of the

Bank, supervise and control operations and financial performance as well as formulate appropriate risk

control policies to ensure that our strategic objectives can be achieved. There are five committees established

under the Board, each of which has its respective terms of reference. Each of the committees reports its work

to the Board regularly and makes suggestions on the matters under discussion as appropriate.
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The Board has regular meetings, generally not less than four times per year, and extraordinary meetings are

arranged, if and when required. Directors may attend meetings in person or participate via other means of

communication. The secretary to the board assists the chairman in preparing the meeting agenda. Board
papers and background materials are usually circulated to directors and committee members fourteen days

and seven days in advance of board and committee meetings, respectively.

At board meetings, an open environment exists in which directors can put forward alternative views and

major decisions are only made after a full discussion. Directors acknowledge their responsibility to act in the

interests of the Bank. The Board and each director have separate and independent access to the senior

executives in order to raise enquiries on management issues.

The functions of the non-executive directors, as stated in the terms of reference of the board of directors,

have included the functions as specified in Rules A.5.2(a) to (d) of the Model Code. The non-executive

directors also play an important role in corporate governance. Not only do they provide their independent

opinions on matters relating to strategy, policy, corporate performance, accountability and resources at the

meetings of the board, they also attend president executive meetings as non-voting attendees and visit

branches to investigate and make inquiries in order to assess whether our performance meets set corporate

targets and objectives. Our president reports his work to the non-executive directors on a regular basis, and is

supervised by the non-executive directors. Other senior management are from time to time invited to attend
board meetings to make presentations or answer the board’s questions.

In accordance with Rule A.1.6 of the Model Code, detailed minutes of board meetings are kept, and minutes

are circulated to all attending directors for review after the meeting. Directors are required to provide

comments within one week after receiving the minutes. After the minutes have been approved, the secretary

to the Board sends the finalised minutes to all directors promptly. Detailed minutes are also kept for the

board committee meetings.

In accordance with Rule A.1.8 of the Model Code, if any director has material interests in a matter proposed

by the Board, the director concerned is not counted in the quorum of the meeting and must abstain from

voting on the relevant resolution.

In accordance with Rule A.1.4 of the Model Code, all directors have access to the advice and services of the

secretary to the board and company secretary, with a view to ensuring compliance with board procedures

and all applicable rules and regulations. The secretary to the board is responsible for assisting the board in its

daily operations, supervising the preparation of documents presented to the Board and the shareholders’
meeting, and advising the Board on compliance matters. Minutes of the Board and committee meetings are

kept by the secretary to the Board and are open for inspection by directors from time to time.
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Board meetings

Twelve board meetings were held in 2005 with an attendance rate of 100%. Individual attendance records
of the directors are set out as follows:

Director

Meetings held during the

appointment period

Number of meetings

attended Attendance Rate

Guo Shuqing 10 10 100%

Chang Zhenming 12 12 100%

Liu Shulan 12 12 100%

Zhao Lin 12 12 100%

Zhu Zhenmin 12 12 100%

Jing Xuecheng 12 12 100%

Wang Shumin 12 12 100%

Wang Yonggang 12 12 100%

Liu Xianghui 12 12 100%

Zhang Xiangdong 12 12 100%

Gregory L. Curl 3 3 100%

Song Fengming 12 12 100%

Yashiro Masamoto 12 12 100%

Tse Hau Yin, Aloysius 12 12 100%

Elaine La Roche 6 6 100%

Measures for fulfilment of directors’ responsibilities

Induction programs are organised to provide training for new directors and to assist them in becoming

familiar with our management, operations and governance practices. We periodically organise training for all

directors, and encourage them to participate in continuing professional development seminars and courses

organised by qualified institutions to ensure that they continually update their skills and are kept abreast of

the latest development or changes to the laws and regulations, Listing Rules and corporate governance
practices required to enable them to properly discharge their responsibilities. The Bank will bear all related

training expenses.

In accordance with Rule A.1.7 of the Model Code, the Board and its committees are provided with sufficient

resources to discharge their duties including, inter alia, the retention of outside advisers, as the Board and its

committees may deem necessary at the Bank’s expense. Individual directors may also retain outside advisers,

at our expense, to provide advice on any specific matters.

Senior management provides appropriate and sufficient information to directors and committee members in

a timely manner to keep them apprised of the latest developments of our Bank and enable them to discharge

their responsibilities.

According to the Articles of Association, we may establish a director liability insurance system to reduce the

risks that may be incurred by directors in the performance of their duties. Our Board has passed a resolution

in relation to the director liability insurance arrangements.

Delegation by the Board

The division of power between the Board and senior management is in strict compliance with our Articles of

Association and other corporate governance documents.
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In particular, decisions on the following matters are made by the Board: our business plans and investment

proposals; our investment in equity interests, bond investment, asset acquisition, asset write-off, asset

mortgage and other non-commercial banking related guarantee within the scope of authority granted by the
shareholders’ general meeting; establishment of internal management structure; establishment of domestic

tier-one branches and overseas branches; appointment and dismissal of the president, chief auditor and

secretary to the board and determination of their remuneration, bonuses and penalties.

By virtue of the authority conferred on him by the Board, the president decides operational, management

and decision-making issues within his scope of authority. Specifically, his scope of authority includes:

overseeing the operation and management of the Bank; initiating the implementation of board resolutions;

proposing operational plans and investment proposals of the Bank to the Board and initiating the
implementation of such plans or proposals upon approval by the Board; developing proposals for

establishment of the internal management departments within the Bank; developing the general

management system for the Bank; formulating specific rules and regulations for the Bank; proposing to

the Board the appointment or dismissal of vice presidents and other senior management officers (excluding

the chief auditor and the secretary to the board); engaging or dismissing the responsible heads of various

functional departments and branches and sub-branches of the Bank (other than those who are engaged or

dismissed by the board); granting authorisation to the senior management (excluding the chief auditor and

the secretary to the board) and the heads of the internal functional departments and branches and sub-
branches for the purposes of carrying out business activities; setting up a system of accountability to the

president and conducting performance evaluation on managers of the business departments and functional

departments as well as the managers of branches and sub-branches; and proposing to convene extraordinary

board meetings.

Accountability of the directors in relation to the financial statements

The directors are responsible for overseeing the preparation of the financial statements for each fiscal period.
In preparing the financial statements for the year ended 31 December 2005, which give a true and fair view

of the state of affairs of the Group and of the results and cash flow for that period, the directors have

selected appropriate accounting policies and applied them consistently, and made judgements and estimates

that are prudent and reasonable.

In accordance with the Listing Rules, we have announced our annual financial results within four months

after the end of the relevant period.

Internal control

In accordance with relevant laws and regulations stipulated by the regulatory authorities, we have

formulated and implemented a series of internal control rules, procedures and methods to ensure the quality

of accounting information and the safety and completeness of our assets. These include systems for

identifying, measuring and reporting financial and accounting indicators, procedures for verification,

inspection and supervision of accounts, and measures for quality assessment of accounting work and for

awards and punishments and so forth. We have also applied information technology to realise automatic
control in our computer systems as required for internal control with a view to enhancing our risk control

capacity.

The Board is responsible for our internal control system and reviews the effectiveness of the relevant systems

through the risk management committee and audit committee. In 2005, the Board approved a joint

resolution proposed by the risk management committee and the audit committee to undertake an
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assessment of our internal control systems. The overall objective is to review the internal control environment

of the Bank, standardise systems and procedures, and further strengthen our risk control and internal control

practices.

The internal control system assessment project shall be led primarily by the Board’s risk management

committee and the audit committee, and the overall process will be under the supervision of the board of

supervisors. The internal control system assessment project shall be conducted with reference to the five

components under the framework of the Committee of Sponsoring Organizations of the Treadway

Commission (‘‘COSO’’), namely, control environment, risk assessment, control activities, monitoring, and

information and communication. The board of directors is currently leading the relevant departments in

preparation of a draft assessment plan for these five segments, and pushing forward other relevant projects.

Independence and qualification of independent non-executive directors

In compliance with Rule 3.10(1) of the Listing Rules, there are four INEDs on our board. All of our INEDs have

a wide range of business and financial experience, making them well-qualified, regarding the complexity and

breadth of the commercial banking environment in which we operate. One of our INEDs, Mr. Tse Hau Yin,

Aloysius possesses professional accounting qualifications, in full compliance with Rule 3.10(2) of the Listing

Rules.

The Bank has received from each of its INEDs the annual confirmation of his/her independence pursuant to

Rule 3.13 of the Listing Rules. The Bank considers the existing INEDs are in compliance with the

independence guidelines set out in Rule 3.13 of the Listing Rules, and are accordingly independent.

During the period in which board meetings were held, the INEDs held separate meetings to discuss and

assess issues of corporate governance reform and submitted their relevant opinions to the board and the

chairman of the board.

COMMITTEES UNDER THE BOARD OF DIRECTORS

There are five committees established under the Board: the strategy development committee, audit

committee, risk management committee, nomination and compensation committee and related party

transactions committee. Among these committees, the positions of chairmen of the audit committee,

nomination and compensation committee and related party transactions committee are held by our INEDs,

and more than half of the committee members are INEDs.

Strategy development committee

Our strategy development committee consists of twelve directors: Mr. Guo Shuqing, Mr. Chang Zhenming,

Ms. Liu Shulan, Mr. Zhu Zhenmin, Mr. Jing Xuecheng, Ms. Wang Shumin, Mr. Wang Yonggang, Mr. Liu

Xianghui, Mr. Zhang Xiangdong, Mr. Gregory L. Curl, Mr. Yashiro Masamoto and Ms. Elaine La Roche. Mr.

Guo Shuqing currently serves as chairman of our strategy development committee.

The primary responsibilities of the strategy development committee include:

. drafting medium to long-term strategic development plans, and assessing implementation thereof;

. reviewing annual operational plans and financial budgets of the Bank;

. reviewing strategic capital allocation plans and asset and liability management targets;
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. evaluating the coordinated development of various financial businesses;

. reviewing material restructuring and re-organisation plans; and

. reviewing significant investment and financing projects.

In 2005, the strategy development committee has prioritised the formulation and management of

development strategies. Following in-depth investigation and study and with continuing promotion, the Bank

has been implementing its strategic plan at a gradual pace. In addition, the strategy development committee

has also considered material issues, given its support to the business development and improvement of

corporate governance; organised research on major strategic issues and promoted the study and
management of the relevant strategies applicable to the Bank.

Going forward, the strategy development committee will continue to identify strategic businesses for

focused studies, intensify the study of systemic and functional reform, and establish strategy management

systems so as to strengthen strategic management and continue the reform of the Bank to promote the

steady but rapid development across all of our businesses.

Audit committee

Our audit committee consists of seven directors: Mr. Tse Hau Yin, Aloysius; Ms. Wang Shumin; Mr. Wang

Yonggang; Mr. Gregory L. Curl; Mr. Song Fengming; Mr. Yashiro Masamoto; and Ms. Elaine La Roche. Mr.

Tse Hau Yin, Aloysius, an internationally qualified accountant, currently serves as chairman of the audit

committee and Mr. Wang Yonggang is a senior accountant. Both of them have extensive experience in

financial matters and possess expertise in the relevant financial management. None of the audit committee

members are currently members of the former or existing auditors of our Bank nor have any relationships

with them. Our audit committee complies with Rule 3.21 of the Listing Rules.

The primary responsibilities of our audit committee include:

. monitoring the preparation of our financial statements, reviewing the disclosure of our accounting

information and significant events;

. monitoring and assessing our internal controls;

. monitoring the compliance level of our core operating units, management procedures and principal

business activities;

. monitoring and assessing the performance of our internal audit function;

. monitoring and assessing the performance of our external auditors, proposing to the board the

appointment or removal of external auditors, and facilitating the communication between external

auditors and internal audit function; and

. reporting to the board the performance of the audit committee, and communicating and coordinating

with other board committees.

The terms of reference of the audit committee have included the duties set out in C.3.3(a) to (n) of the Model

Code, with appropriate modifications where necessary.
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Eight committee meetings were held in 2005 with an attendance rate of 100%. Individual attendance

records of the directors are set out as follows:

Director

Meetings held during the

appointment period

Number of meetings

attended Attendance Rate

Tse Hau Yin, Aloysius (Committee Chairman) 8 8 100%

Wang Shumin 8 8 100%

Wang Yonggang 8 8 100%

Song Fengming 8 8 100%

Elaine La Roche 3 3 100%

Gregory L. Curl 2 2 100%

Yashiro Masamoto 2 2 100%

In 2005, in accordance with the Articles of Association and relevant regulations, the audit committee revised

the detailed working rules of the audit committee and submitted the same to the Board for consideration
and adoption. The audit committee frequently communicated and held discussions with management and

the external auditors in relation to the financial information and other relevant matters set out in our 2003

and 2004 financial statements (prepared in accordance with International Financial Reporting Standards),

2004 annual report, management letter and prospectus, and reviewed such information in accordance with

the required procedures. The audit committee also provided proposals and guiding opinions on our

information disclosure and the supervision of external auditing work.

The audit committee reviewed various work reports from our chief auditor and internal audit department,
approved our internal audit system reform scheme, 2005 and 2006 work plans for internal audit and audit

scheme for special budgetary items, regularly reviewed the progress of internal audit work, and examined,

guided, supervised and assessed internal audit work. The audit committee reviewed the progress reports

made by external auditors regularly and made an overall assessment on the independence, professional

competence and work performance of the existing external auditing institution.

In April 2005, the audit committee and risk management committee jointly proposed to the Board a

resolution on the Scheme of Assessment of the Internal Control System, and prepared to evaluate the
internal control system during the year.

Going forward, the audit committee will focus on assessing risk and internal control systems, supervising

financial reports and assessing audit procedures.

Risk management committee

Our risk management committee consists of seven directors: Mr. Zhang Xiangdong, Mr. Chang Zhenming,
Mr. Zhao Lin, Mr. Jing Xuecheng, Mr. Liu Xianghui, Mr. Song Fengming and Mr. Yashiro Masamoto. In April

2005, our vice chairman and executive director Chang Zhenming voluntarily resigned from his position as

chairman of the risk management committee in order to strengthen the checks and balances between the

board and senior management in the area of risk management. Mr. Zhang Xiangdong, our non-executive

director, became chairman of the risk management committee.
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The primary responsibilities of our risk management committee include:

. formulating our risk strategy and risk management policies in accordance with our overall strategy and
monitoring their implementation;

. providing guidance on building our risk management and internal control systems, and supervising and
assessing our internal control systems;

. assessing the effectiveness of the organisational structure, reporting lines and working procedures for
risk management, and proposing changes for improvements;

. conducting periodic assessments of our risk management and internal control system, and providing
their opinions in relation to further improvements; and

. evaluating the performance of our chief risk officer.

In 2005, in accordance with the Articles of Association and the relevant regulations, the risk management
committee revised the detailed working rules of the risk management committee and submitted the same to
the board for consideration and adoption.

The risk management committee was intensively involved in monitoring the quality of our assets, and
encouraging management to strengthen credit risk management and improve asset quality. The committee
also considered credit risk of corporate group clients, analysed problems and defects in the risk management
system and operating mechanism, and raised proposals for improvement.

The risk management committee reviewed our overall risk management system, key areas of concern and
proposals for further reform of our risk management system and strengthening of our internal control
systems. The risk management committee acquainted itself with and guided the building of the risk control
platform, and raised guiding opinions for internal control improvement.

Going forward, the risk management committee will focus on monitoring the Bank’s asset quality, further
implement the reform of our risk management system, guide the formulation of risk management and
internal control plan and carry out the internal control assessment.

Nomination and compensation committee

Our nomination and compensation committee consists of seven directors: Mr. Yashiro Masamoto; Mr. Zhao
Lin; Mr. Zhu Zhenmin; Mr. Gregory L. Curl; Mr. Song Fengming; Mr. Tse Hau Yin, Aloysius; and Ms. Elaine La
Roche. Our independent non-executive director Mr. Yashiro Masamoto currently serves as chairman of the
nomination and compensation committee.

The primary responsibilities of the nomination and compensation committee include:

. formulating procedures and criteria for the selection and appointment of directors and senior
executives for consideration by the board;

. proposing candidates for directors, presidents, chief auditor, secretary to the board and committee
members for consideration by the board;

. evaluating candidates for senior management nominated by the president;

. formulating development plans for senior management and other key executives;
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. drafting performance evaluation procedures for directors and senior management, and compensation

plans for directors, supervisors and senior management for consideration by the board;

. reviewing the compensation system submitted by the president;

. proposing and drafting the performance evaluation system for directors and senior management, and

the compensation evaluation system for directors, supervisors and senior management;

. advising on the compensation of directors and senior management;

. proposing the compensation of supervisors in accordance with the opinion of the board of supervisors;
and

. monitoring the implementation of the Bank’s performance and compensation evaluation system.

The terms of reference of the nomination and compensation committee have included the specific duties set

out in Rules B.1.3(a) to (f) of the Model Code, with appropriate modifications where necessary.

The nomination and compensation committee presents recommendations in respect of the candidates for
directors, president, chief auditor, and secretary to the board for its consideration and approval. The

nomination and compensation committee as part of performing its duties, provides the board with materials

and information by way of reports, suggestions, summaries and other forms to facilitate examination and

decision-making by the board. Members of the committee are notified seven days prior to the convening of a

meeting. However, such notice period may be waived upon unanimous agreement by all the members of the

committee. The quorum of a meeting of the nomination and compensation committee is regarded as being

present if more than half of the committee members attend the meeting. Each member shall have one vote.

The resolution can only be passed if adopted by more than half of the committee members. The nomination
and compensation committee selects and recommends candidates for directors, president and secretary to

the board based primarily on their educational background and working experience as well as the specific

conditions and requirements of the Bank.

The Bank’s remuneration policy is determined by reference to the PRC market and international best

practices, and taking into consideration the interests of individuals and the Bank as well as shareholders’

value. Individuals are remunerated based on their contribution to the Bank and their position, with a system

of performance bonuses. The principles of incentives and restrain are also applied to our remuneration policy.
The Bank aims to have a competitive and fair remuneration system.

Four nomination and compensation committee meetings were held in 2005 with an attendance rate of

100%. Individual attendance records of the directors are set out as follows:

Director

Meetings held during the

appointment period

Number of meetings

attended Attendance Rate

Yashiro Masamoto (Committee Chairman) 4 4 100%

Zhao Lin 4 4 100%

Zhu Zhenmin 4 4 100%

Tse Hau Yin, Aloysius 3 3 100%

Elaine La Roche 3 3 100%

Gregory L. Curl 1 1 100%

Song Fengming 1 1 100%
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With regard to nomination, in 2005 the nomination and compensation committee evaluated the nomination
of independent directors, adjusted the membership of board committees, and nominated the chief auditor,
vice presidents and new directors. Senior personnel were recruited through market-based methods. The
committee was also involved in the recruitment process for a chief risk officer.

With regard to remuneration, in 2005, the nomination and compensation committee primarily evaluated the
performance of our directors, remuneration of directors, supervisors and senior management, the long-term
incentive scheme, and proposals for the liability insurance plan for directors, supervisors and senior
management.

Going forward, the nomination and compensation committee will focus on establishing standards and
procedures for the appointment of directors and senior management, promoting market-based recruitment
for senior personnel, preparing performance evaluation and remuneration distribution schemes for directors,
supervisors and senior management, finalising the Bank’s long term incentive scheme and supervising the
implementation of the Bank’s performance evaluation and bonus systems.

Related party transactions committee

Our related party transactions committee consists of three directors: Mr. Song Fengming; Ms. Liu Shulan; and
Mr. Tse Hau Yin, Aloysius. Our independent non-executive director Mr. Song Fengming currently serves as
chairman of our related party transactions committee.

The primary responsibilities of our related party transactions committee include:

. formulating and proposing standards for material related party transactions and the system for
administration of related party transactions, as well as the internal approval reporting system;

. identifying our related parties;

. receiving reports on related party transactions, and if necessary approving related party transactions;
and

. reviewing material related party transactions.

In 2005, the related party transactions committee revised the detailed working rules of the related party
transactions committee in accordance with the requirements of the Articles of Association and submitted the

rules to the Board for approval. The committee assessed the Bank’s related party transactions, and

formulated the Implementation Procedures for Connected Transactions Management, which has been

approved by the Board. The committee established a related party transactions reporting and information

disclosure team, and completed the first stage of the related party transactions reporting and information

disclosure system, which commenced trial operation in December 2005.

Going forward, the related party transactions committee will focus on improving related party transactions
management and control systems and procedures, and will continue to work on improving related party

transactions administration.

BOARD OF SUPERVISORS

Composition of board of supervisors

Our board of supervisors currently consists of seven supervisors, comprising four shareholder representative
supervisors, one employee representative supervisor and two external supervisors. Biographies of our

supervisors are set out in ‘‘Profiles of Directors, Supervisors and Senior Management’’.
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Functions and operation of the board of supervisors

The board of supervisors, being the supervisory authority of the Bank, is accountable to the shareholders’
general meeting. It is responsible for supervising the performance of the board of directors, senior
management and their members, requiring the directors, chairman and senior management to correct their
acts that violate the Bank’s interest; inspecting and monitoring the financial affairs of the Bank; verifying the
financial information, including the financial report, business report and profit distribution proposal,
proposed to be tabled at the shareholders’ general meeting by the board of directors; conducting audits on
the business decisions, risk management and internal control of the Bank according to its discretion and
giving guidance on the internal audit of the Bank.

The board of supervisors convenes at least four meetings per year. Board of supervisors’ meetings are
convened and presided over by the chairman of the board of supervisors. Supervisors are notified in writing
10 days prior to the convening of the board of supervisors’ meeting. Matters concerning such meeting are
specified in the written notice. During the meeting, all supervisors may express their opinions at will. The
supervisors are free to express their opinions and are obliged to take any actions consistent with the interests
of the Bank. The Bank has adopted and developed necessary measures and channels to protect the right of
information of the supervisors so that the board of supervisors may have timely access to relevant
information and materials in accordance with the relevant requirements. Members of the board of
supervisors shall attend the board meeting as non-voting attendees. The board of supervisors may, when
necessary, designate supervisors to attend the President’s office meetings and other meetings as non-voting
attendees.

Two committees, namely the performance and due diligence supervision committee and the financial and
internal control supervision committee, have been established under the board of supervisors. The
responsibilities, powers and functions of these committees are set out in their respective terms of reference.

Minutes are prepared for the meetings of the board of supervisors and of its committees. At the end of each
meeting of the board of supervisors or its committees, minutes will be provided to all attending supervisors
for examination and comments. After finalizing the minutes, the office of the board of supervisors shall be
responsible for distributing the final version of the minutes to all supervisors.

Meetings of the board of supervisors

The board of supervisors has convened five meetings during the fiscal year 2005. For details, please refer to
‘‘Report of the Board of Supervisors’’ in this annual report.

COMMITTEES UNDER THE BOARD OF SUPERVISORS

Performance and due diligence supervision committee

The performance and due diligence supervision committee was established in August 2005, and consists of
four members: Mr. Xie Duyang, Ms. Liu Jin, Ms. Cheng Meifen, and Mr. Guo Feng. Mr. Xie Duyang serves as
chairman of the performance supervision and due diligence committee.

The primary responsibilities of the performance and due diligence supervision committee include:
formulating the rules and regulations, work plans and proposals in connection with the supervision of the
performance and degree of diligence of the board of directors and senior management and implementing
such rules and regulations, plans and proposals upon submission to the board of supervisors for
consideration and approval; giving opinions on the supervision of the performance of duties by the board
of directors and senior management as well as the degree of diligence achieved by the chairman of the board
and other officers; drafting measures applicable to carry out performance evaluation of the supervisors, and
giving opinions on evaluation for the consideration by the board of supervisors.
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In 2005, the performance and due diligence supervision committee formulated systems and rules and
regulations on performance supervision and performance evaluation of supervisors. Communication with
directors and senior management was strengthened. The committee conducted interviews at different levels
and assessments of performance supervision. The committee gave opinions on the performance and the
degree of diligence of the board of directors, senior management and their members. The committee also
evaluated supervisor’s performance.

Finance and internal control supervision committee

The finance and internal control supervision committee was established in August 2005, and consists of three
members: Mr. Cui Jianmin, Mr. Jin Panshi, and Ms. Chen Yueming. External supervisor Mr. Cui Jianmin serves
as chairman of the finance and internal control supervision committee.

The primary responsibilities of the finance and internal control supervision committee include: formulating
the rules and regulations, work plans and proposals as well as the supervision and inspection of
implementation proposals in connection with the supervision of financial and internal control and
implementing such rules and regulations, plans and proposals upon the approval of the board of
supervisors; examining and verifying the annual financial reports and business reports together with the
profit distribution proposals prepared by the board of directors and providing suggestions on such reports to
the board of supervisors; providing supervision opinion on financial and internal control and submitting such
opinion to the board of supervisors for review and, as necessary, formulating the implementing measures
relating to the audit of the business decisions, risk management and internal control of the Bank and
implementing such measures upon submission to the board of supervisors for approval.

In 2005, the financial and internal control supervision committee formulated inspection scheme on specific
issues and implemented the scheme with the approval of the board of supervisors. The committee
communicated with the audit committee of the board and external auditors, and reviewed the Bank’s budget
for 2005 and the final statements and profit distribution proposal for 2004. A supervision report on financial
and internal control was formulated.

CHAIRMAN AND PRESIDENT

Rule A.2.1 of the Model Code and our Articles of Association stipulates that the role of chairman and
president should be separate and should not be performed by the same individual.

Mr. Guo Shuqing is chairman of our board, and is responsible for our business strategy and overall
development. The chairman is our legal representative.

Mr. Chang Zhenming is the president, and is responsible for overseeing the day-to-day management of our
business and operations. Our president is appointed by the board, accountable to the board, and discharges
his duties in accordance with the Articles of Association and the scope of delegation by the board.

DIRECTORS’ SECURITIES TRANSACTIONS

Rule A.5.4 of the Model Code stipulates that all directors must comply with the Model Code for Securities
Transactions by Directors of Listed Issuers in Appendix 10 of the Listing Rules.

During the year ended 31 December 2005, the Bank has adopted a code of practice in relation to securities
transactions by directors and supervisors in terms no less exacting than those set out in the Model Code for
Securities Transactions by Directors of Listed Issuers in Appendix 10 of the Listing Rules.

Having enquired with our directors and supervisors, the Bank confirms that all directors and supervisors have,
during the year ended 31 December 2005, complied with the provisions of this code of practice in relation to
securities transactions.
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None of our directors, supervisors or senior management holds any shares in the Bank.

SHAREHOLDING STRUCTURE AND SHAREHOLDERS

As of 31 December 2005, we had 224,689,084,000 shares in issue, of which approximately 25.75% was
held by the public. As at that date, we had a broad base of 103,822 registered shareholders distributed
throughout Asia, Europe and North America. The following table shows the distribution of ownership
according to our register of members and the participant shareholding report generated from the Central
Clearing and Settlement System as at 31 December 2005 :

Category

Number of
registered

shareholders
% of

shareholders
Number

of shares

% of
total issued

share capital

Individual investors 103,513 99.70238% 251,198,000 0.11%
Institutions, corporations, nominees and other

non-individual investors (other than our
promoters and strategic investors) 302 0.2909% 25,255,297,000 11.24%

Promoters
China SAFE Investments Limited (‘‘Huijin’’) 1 0.00096% 138,150,047,904 61.48%
China Jianyin Investment Limited (‘‘Jianyin’’) 1 0.00096% 20,692,250,000 9.21%
Shanghai Baosteel Group Corporation (‘‘Baosteel’’) 1 0.00096% 3,000,000,000 1.34%
State Grid Corporation of China (‘‘State Grid’’) 1 0.00096% 3,000,000,000 1.34%
China Yangtze Power Co. Limited (‘‘Yangtze Power’’) 1 0.00096% 2,000,000,000 0.89%
Strategic Investors
Bank of America 1 0.00096% 19,132,974,346 8.52%
AFH 1 0.00096% 13,207,316,750 5.88%
Total 103,822 100% 224,689,084,000 100%

Note: Any discrepancies in the table above between totals and sums of amounts listed therein are due to rounding.

SHAREHOLDERS’ RIGHTS

Shareholder communication

The shareholders’ general meeting provides an effective forum for shareholders to exchange views with the

board. The chairman of the board as well as chairmen of the audit committee, nomination and compensation

committee, or the relevant members of the committees are available to answer shareholders’ questions at

the annual general meeting.

In accordance with Rule E.1.1 of the Model Code, separate resolutions are proposed at the shareholders’

general meetings on each separate issue, including the election of individual directors.

Details of the poll voting procedures and the rights of shareholders to demand a poll are included in the

circular to shareholders. The circular also includes relevant details of proposed resolutions, including

biographies of each candidates standing for election and explanatory materials for certain resolutions.

The results of the poll are published in the newspapers and on our corporate website.

Procedures for convening an extraordinary general meeting

In accordance with the Articles of Association and the Rules and Procedures for the Shareholders’ General
Meeting, shareholders alone or together holding 10% or more of our shares with voting rights at the

meeting to be held (‘‘Proposing Shareholders’’) may in writing request that the board convene an
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extraordinary shareholders’ general meeting. Within 15 days of receiving the request, the Board shall give

the Proposing Shareholders an answer indicating if the Board agrees to convene such an extraordinary

shareholders’ general meeting.

If the Board disagrees with the request to convene the extraordinary shareholders’ general meeting, the
Proposing Shareholders may, within 15 days of receiving such a notice of disagreement, decide either to
waive the request for convening the extraordinary shareholders’ general meeting or issue a notice to convene
an extraordinary shareholders’ general meeting by themselves. If the Board fails to issue a notice for
convening the meeting or decides not to convene the extraordinary shareholders’ general meeting within the
specified time limit, the Proposing Shareholders may convene the meeting by themselves within four months
after submitting such request to the Board.

Procedures for raising proposals at shareholders’ general meetings

Before the Board issues a notice to convene the shareholders’ general meeting, the secretary to the board
may collect proposals from shareholders who singly hold 5% or more of the total number of our issued and
outstanding shares with voting rights (in case of proposing to convene an annual general meeting), or the
shareholders who singly or jointly hold 1% or more of the total number of our issued and outstanding shares
(only for proposals for candidates for independent director or external supervisor), or the shareholders who
hold singly or jointly 10% or more of the total number of our issued and outstanding shares with voting
rights (in case of proposing to convene an extraordinary shareholders’ general meeting), the board of
supervisors and independent directors, and submit the collected proposals to the board for consideration and
approval before presenting them as resolutions to the shareholders’ general meeting.

For an annual general meeting, if an extraordinary proposal raised by the shareholders who singly or jointly
hold 5% or more of our total number of issued and outstanding shares with voting rights or the shareholders
who hold singly or jointly 1% or more of our total number of issued and outstanding shares (only for
proposals for candidates for independent director or external supervisor), the board of supervisors or no less
than half of our independent directors is related to specific matters as set out in the Rules of Procedure for
Shareholders’ General Meeting and is not listed in the notice of the meeting, the proposer shall submit the
proposal to the board 10 days before the holding of the shareholders’ general meeting and, after its
examination, the board shall give all shareholders a notice and make an announcement of the extraordinary
proposal.

Any new proposal for distribution proposed by the largest shareholder shall be submitted to the board 10
days before the holding of the annual general meeting and the board shall give all shareholders a notice and
make an announcement of the proposal. The largest shareholder may not propose any new proposal for
distribution at the annual shareholders’ general meeting if the number of days before the meeting is less
than 10 days.

Shareholder enquiries

Any matters related to your shareholding, including transfer of shares, change of name or address, lost of
share certificates and dividend notes, should be sent in writing to:

Computershare Hong Kong Investor Services Limited

Rooms 1712–16, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Telephone: (852) 2862 8628

Facsimile: (852) 2865 0990/(852) 2529 6087
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AUDITORS’ REMUNERATION

At our 2004 annual general meeting held on 5 June 2005, our shareholders approved the resolution in
respect of the appointment of the auditors for the Bank and agreed to appoint KPMG Huazhen as our
domestic auditors and KPMG as our international auditors for the year 2005; and the directors were
authorised to negotiate and determine the fees of such auditors in accordance with market practice.

Auditors’ fees for the audit of the financial statements of the Group, including those of the Bank’s overseas
branches, for the year ended 31 December 2005 was RMB 141 million, of which RMB 140 million were the
fees paid to KPMG and KPMG Huazhen (including RMB 66 million for our interim audit, RMB 73 million for
our annual audit and RMB 1 million for our subsidiaries’ annual audit).

The Bank also incurred approximately RMB 254 million for the services provided by KPMG and KPMG
Huazhen in respect of the global initial public offering (‘‘IPO’’) and listing of the Bank’s shares on the Hong
Kong Stock Exchange and the amount had been charged to the capital reserve account. The services
commenced in August 2003 and it was not practical to separate the amounts payable for those services
between the years 2003 to 2005.

Except for the above-mentioned IPO service fees, neither KPMG nor KPMG Huazhen has provided any
material non-audit services to us. The total fees paid for non-audit services, exclusive of the IPO service fees,
to KPMG or KPMG Huazhen amounted to no more than RMB 1 million in 2005.

The Board will table a resolution at the forthcoming annual general meeting, proposing to reappoint KPMG
Huazhen as our domestic auditors and KPMG as our international auditors for the year 2006.

INVESTOR RELATIONS

Enquiries may be directed to:

Board of Directors Office
China Construction Bank Corporation
No. 25, Finance Street, Xicheng District, Beijing, China
Telephone: (8610) 6621-5533
Facsimile: (8610) 6621-8888
Email: ir@ccb.cn

Investor Relations Office
China Construction Bank Corporation
5th Floor, Tower One, Lippo Centre, 89 Queensway, Hong Kong
Telephone: (852) 2532-9637
Facsimile: (852) 2523-8185

OTHER INFORMATION

This annual report is available in both English and Chinese. It is also available (in both English and Chinese) on
our website at www.ccb.cn and that of the Stock Exchange of Hong Kong Limited at www.hkex.com.hk.

The organisational structure of the board of directors, the committees under the board of directors, the
board of supervisors, the committees under the board of supervisors, senior management, and the summary
of their respective roles and responsibilities are also posted on our corporate website.

If you have any queries about how to obtain copies of this annual report or how to access those documents
on our website, please call our hotline at (852) 2532-9637 or (8610) 6621 5533.
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