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CORPORATE  GOVERNANCE

The directors confirm that, for the accounting period for the six months ended 30 June 2005,
the Bank has complied with the Code on Corporate Governance Practices as set out in
Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Corporate Governance Code”) except, under the Bank’s Articles of
Association, one-third (or, if the quotient resulting from the division of the number of directors
by three is not a whole number, the number nearest one-third) of the directors (including
non-executive directors) for the time being, who have been longest in office since their last
election, shall be subject to retirement by rotation and re-election at each annual general
meeting.  As between persons who became directors on the same day, those to retire shall
(unless they otherwise agree between themselves) be determined by drawing lots.  And as
to those persons additionally appointed as directors or appointed as directors to fill casual
vacancies by the board, they shall hold office only until the next following annual general
meeting and shall then be eligible for re-election (but not to be taken into account in
determining the directors or the number of directors who are to retire by rotation) at that
annual general meeting.  The directors consider the Bank’s practice to be an appropriate
alternative to that recommended under A.4.1 and A.4.2 of the Corporate Governance Code
in respect of the appointment of non-executive directors for a specific term and the retirement
by rotation of directors.

Furthermore, the Bank has adopted a code for securities transactions by directors with
terms no less exacting than those set out in the Model Code for Securities Transactions by
Directors of Listed Issuers under Appendix 10 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Model Securities Transactions Code”).
After specific enquiry by the Bank, all of the directors confirmed that, for the accounting
period for the six months ended 30 June 2005, they had complied with the required standards
as set out in both the Model Securities Transactions Code and the Bank’s own code in
question.
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