Corporate Governance

OCBC Bank is fully committed to integrity and fair dealing in all

its activities, and upholds the highest standards of corporate
governance. It adopts corporate governance practices in conformity
with the Banking (Corporate Governance) Regulations 2005,
Banking (Corporate Governance) (Amendment) Regulations 2010
and corporate governance guidelines issued by the Monetary
Authority of Singapore (“MAS”). It also observes the Singapore
Exchange Securities Trading Ltd’s Code of Corporate Governance
2012 (the “Code”), although the Code has yet to be applicable to
the Bank’s annual report.

BOARD OF DIRECTORS

Board Composition and Independence

An independent Director in OCBC Bank is one who is independent
from management, substantial shareholder, business relationship
with the Bank, and has not served for more than 9 years on the Board.
The Board at present comprises 13 Directors, of whom, seven are
independent Directors. They are Mr Bobby Chin, Mrs Fang Ai Lian,

Mr Colm McCarthy, Professor Neo Boon Siong, Dato’ Ooi Sang Kuang,
Mr Quah Wee Ghee and Dr Teh Kok Peng.

Mr Lee Seng Wee and Dr Lee Tih Shih are not independent

from substantial shareholder, but deemed independent from
management and business relationships. The Chairman,

Dr Cheong Choong Kong (“Dr Cheong”), although a non-executive
Director, is deemed not independent because he has served more
than 9 years on the Board and has a business relationship with the
Bank, i.e. his appointment as consultant under an agreement with
OCBC Management Services Private Limited, a wholly-owned
subsidiary of the Bank, during the financial year under which

he was entitled to certain payments and benefits (details of
which are provided in the Directors’ Report). Mr David Conner,
Mr Lai Teck Poh and Mr Pramukti Surjaudaja are not independent
from management. Mr David Conner was the Bank’s Chief Executive
Officer (“CEOQ”) until his retirement in April 2012. Mr Lai Teck Poh was
a former executive of the Bank who retired in April 2010. (A director
who has been employed by the Bank in any of the preceding
three financial years is deemed to be non-independent from
management). Mr Pramukti Surjaudaja has an immediate relative,
a sister, who is chief executive of the Bank’s subsidiary, PT Bank
OCBC NISP Tbk.

The roles of the Chairman and the CEO are separated, which is
consistent with the principle of instituting an appropriate
balance of power and authority. The Board has not appointed a
Lead Independent Director because the Chairman and CEO are
already separate persons and the Chairman, a non-executive
Director, performs an effective check and balance on management.
The Nominating Committee, which assesses the performance

of the Directors, including the Chairman, is also chaired by an
independent Director. The Chairman’s responsibilities, to name

a few, include leading the Board to ensure its effectiveness on

all aspects of its role; setting its meeting agenda; ensuring that
Directors receive accurate, timely and clear information; ensuring

effective communication with shareholders; encouraging
constructive relations between the Board and Management;
facilitating the effective contribution of non-executive Directors;
ensuring constructive relations between the executive Director, if
any, and non-executive Directors; and, promoting high standards of
corporate governance.

The Board identifies the skills that it collectively needs to discharge
its responsibilities effectively, and steps are taken to improve
effectiveness, where necessary. It is assessed that the members
of the Board as a group provide skills and competencies to ensure
the effectiveness of the Board and its committees. These include
banking, insurance, accounting, finance, law, strategy formulation,
business acumen, management experience, understanding of
industry and customer, familiarity with regulatory requirements
and knowledge of risk management. Details of the Directors’
professional qualifications and background can be found on
pages 180 to 184.

As a principle of good corporate governance, all Directors are subject
to re-nomination and re-election at regular intervals and at least
every three years. The Bank’s Articles of Association provide for the
retirement of Directors by rotation and all appointments and
re-appointments of Directors have to be approved by the MAS.
Given the size of the Bank, its business complexity and the number
of board committees, the Board considered that an appropriate
board size is between 12 and 14 members.

Board Conduct and Responsibilities

The Board is elected by the shareholders to supervise the
management of the business and affairs of the Bank. The prime
stewardship responsibility of the Board is to ensure the viability of
the Bank and to ensure that it is managed in the best interest of the
shareholders as a whole while taking into account the interests of
other stakeholders. Broadly, the responsibilities of the Board include
the following:

® reviewingand approving overall business strategy, as well
as organisation structure, developed and recommended
by management;

e ensuring that decisions and investments are consistent with
long-term strategic goals;

e ensuring that the Bank is operated to preserve its financial
integrity and in accordance with policies approved by the Board;

e overseeing, through the Audit Committee, the quality and
integrity of the accounting and financial reporting systems,
disclosure controls and procedures and internal controls; and
through the Risk Management Committee, the quality of the
risk management processes and systems;

e providing oversight in ensuring that the Bank’s risk appetite
and activities are consistent with the strategic intent, operating
environment, effective internal controls, capital sufficiency and
regulatory standards;
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e overseeing, through the Risk Management Committee,
the establishment and operation of an independent risk
management system for managing risks on an enterprise-wide
basis, the adequacy of the risk management function (including
ensuring that it is sufficiently resourced to monitor risk by the
various risk categories and that it has appropriate independent
reporting lines), and the quality of the risk management
processes and systems;

e reviewing any transaction for the acquisition or disposal of
assets that is material to the Bank;

e ensuring that the necessary human resources are in place
for the Bank to meet its objectives, as well as appointing and
removing executive officers, as deemed necessary;

e reviewing management performance and ensuring that
management formulates policies and processes to promote fair
practices and high standards of business conduct by staff;

e establishing corporate values and standards, emphasising
integrity, honesty and proper conduct at all times with respect to
internal dealings and external transactions, including situations
where there are potential conflicts of interest;

e overseeing, through the Remuneration Committee, the design
and operation of an appropriate remuneration framework, and
ensuring that the remuneration practices are aligned and in
accord with the remuneration framework;

e providing a balanced and understandable assessment of the
Bank’s performance, position and prospects, and this extends
to interim and other price-sensitive public reports, and reports
to regulators;

® ensuring that obligations to shareholders and others are
understood and met;

® maintaining records of all meetings of the Board and Board
Committees, in particular records of discussion on key
deliberations and decisions taken;

e identifying the key stakeholder groups, recognising that
perceptions affect the company’s reputation; and

e considering sustainability issues, e.g. environmental and
social factors, as part of its strategic formulation.

The non-executive Directors on the Board constructively challenge
and help develop proposals on strategy, and review the performance
of management in meeting agreed goals and objectives and
monitor the reporting of performance. They meet during the year,
without the presence of management, to discuss the effectiveness
of management.

In 2012, the Board and its committees held a total of 38 meetings.
Prior to each meeting, members are provided with timely and
complete information to enable them to fulfill their responsibilities.
Information provided includes background information on matters
to be addressed by the Board, copies of disclosure documents, monthly
internal financial statements, risk management reports, budgets,
forecasts, and reports of variances from budgets and forecasts.

The Board and its committees have unfettered access to
information which the Bank is in possession of and to the Bank’s
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senior management and company secretary. The Directors,

in addition, could take independent professional advice from legal
firms at the Bank’s expense. The role of the company secretary is
defined. He attends all board meetings and ensures that board
procedures and applicable regulations are complied with.
Under the direction of the Chairman, he ensures good information
flows within the Board and its committees and between senior
management and non-executive Directors, as well as facilitates
orientation of new Directors and professional development of
Directors, as required. The appointment and removal of the company
secretary is considered to be a matter for the Board as a whole.

Board Development

The Nominating Committee reviews and makes recommendations
on training and development programme for the Directors.

The Directors receive appropriate development on a continuing
basis, to perform their roles on the Board and its committees.

This, among other subjects, includes updates on regulatory
developments, new business and products, accounting and finance,
corporate governance, and risk management, which are provided by
subject-matter experts from within and outside the Bank. The Directors
will participate in external courses, as and when needed. When
deciding on the development to be provided, the skills required at the
Board and its committees are taken into account.

A separate programme is established for new Directors. This focuses
on introductory information, briefings by senior executives on

their respective areas and participation in external courses, where
relevant. The Bank funds the training and development programmes
that it arranges for existing and new Directors.

Board Performance

The Board has an annual performance evaluation process, carried
out by the Nominating Committee, to assess the effectiveness of
the Board, Board Committees and each Director’s contribution.
AoN Hewitt Singapore Pte Ltd is engaged to administer the
process, provide industry benchmarks and maintain confidentiality
of results. The purpose of the evaluation process is to increase the
overall effectiveness of the Board.

The Directors participate in the evaluation. Each Director evaluates the
performance of the Board and Board Committees and conducts a peer
assessment of the other Directors. The assessments are made against
pre-established criteria which are derived from the Board’s charter and
responsibilities. The results of the evaluation are used constructively
by the Nominating Committee to discuss improvements with the
Board and ensure that each Director remains qualified for office.
The Chairman acts on the results of the evaluation, and if appropriate,
proposes new Directors or seeks the resignation of Directors, in
consultation with the Nominating Committee.

Directors are expected to set aside adequate time for their oversight
of matters relating to the Bank. The Bank has guidelines on meeting
attendance and the extent of other appointments that a Director

could assume. The Nominating Committee, based on the guidelines



established, assesses annually each Director’s attendance record
and degree of participation at meetings. In respect of other
appointments, it takes into account, among various factors, the
nature of the appointment (full-time or otherwise), number of
meetings to attend, complexity of organisation, and degree of
participation in sub-committees. Generally, a Director who has full
time employment in any organisation, shall have appointments in
no more than 3 other listed companies, while a Director who has
no full time employment, shall have appointments in no more than
6 other listed companies.

BOARD COMMITTEES

Executive Committee

The Executive Committee comprises Dr Cheong Choong Kong
(Chairman), Mr Bobby Chin, Mr David Conner, Mr Colm McCarthy and
Dr Teh Kok Peng. A majority of the Committee, i.e. Mr Bobby Chin,
Mr Colm McCarthy and Dr Teh Kok Peng, are independent Directors.

The Committee has written terms of reference that describe the
responsibilities of its members.

The Executive Committee oversees the management of the
business and affairs of the Bank and the Group, within the
parameters delegated by the Board. It reviews the Bank’s policies,
principles, strategies, values, objectives and performance targets.
These include investment and divestment policies. It also endorses
such other matters and initiates any special reviews and actions as
appropriate for the prudent management of the Bank.

Nominating Committee

The Nominating Committee comprises Mrs Fang Ai Lian (Chairman),
Dr Cheong Choong Kong, Mr Lee Seng Wee, Professor Neo Boon
Siong and Dato’ Ooi Sang Kuang. A majority of the Committee,

i.e. Mrs Fang Ai Lian, Professor Neo Boon Siong and Dato’ Ooi
Sang Kuang, are independent Directors.

The Committee has written terms of reference that describe
the responsibilities of its members.

The Nominating Committee plays a vital role in reinforcing the
principles of transparency and meritocracy at the Bank. It plans
for board succession and ensures that only the most competent
individuals capable of contributing to the success of the organisation
are appointed. This includes review of all nominations for the
appointment, re-appointment, election or re-election of Directors
of the Bank and members of the Executive Committee,
Remuneration Committee, Audit Committee and Risk Management
Committee of the Bank. The Nominating Committee is also
charged with determining annually whether or not a Director

is independent, capable of carrying out the relevant duties and
qualified to remain in office. It also reviews nominations for

senior management positions in the Bank, including the CEO, Chief
Operating Officer, Chief Financial Officer and Chief Risk Officer.
The Nominating Committee makes recommendations to the Board
on all such appointments.

The Nominating Committee establishes annually the profile
required of Board members, having regard to the competencies and
skills required at the Board, and makes recommendations to the
Board on appointment of new Directors, when necessary. When the
need for a new Director is identified, the Nominating Committee
will prepare a shortlist of candidates with the appropriate profile
and qualities for nomination. The Nominating Committee may
engage external search consultants to search for the Director.

The Board reviews the recommendation of the Nominating
Committee and appoints the new Director, subject to the approval
of MAS. In accordance with the Bank’s Articles of Association, the
new Director will hold office until the next AGM, and if eligible, the
Director can stand for re-election.

Audit Committee

The Audit Committee comprises Mr Bobby Chin (Chairman),

Mr Colm McCarthy, Dato’ Ooi Sang Kuang and Dr Teh Kok Peng.

All the Committee members are independent Directors and have
accounting or related financial management expertise and experience.

The Audit Committee performs the functions specified in the
Companies Act, the Code, the SGX-ST Listing Manual, and the MAS’
corporate governance regulations and guidelines.

The Committee has written terms of reference that describe the
responsibilities of its members. The Board approved the terms of
reference of the Audit Committee. The Committee may meet at

any time but no less than four times a year. It has full access to, and
co-operation from management, and has the discretion to invite any
Director and executive officer to attend its meetings. It has explicit
authority to investigate any matter within its terms of reference.

In addition to the review of the Group Financial Statements, the
Audit Committee reviews and evaluates with the external auditors
and internal auditors, the adequacy and effectiveness of the system
of internal controls including financial, operational, compliance and
information technology controls, and risk management policies

and systems. It reviews the scope and results of the audits, the cost
effectiveness of the audits, and the independence and objectivity of
the external auditors. When the external auditors provide non-audit
services to the Bank, the Committee keeps the nature, extent and
costs of such services under review. This is to balance the objectivity
of the external auditors against their ability to provide value-for-
money services. The Audit Committee members keep abreast of
changes to accounting standards and issues which have a direct
impact on financial statements. The Audit Committee also reviews
significant financial reporting issues and judgments to ensure the
integrity of the financial statements, and announcements relating
to financial performance.

The Audit Committee reviews the Bank’s whistle blowing policy
as well as any concerns, including anonymous complaints, which
staff may, in confidence, raise about possible improprieties in
matters of financial reporting or other matters, and have the
concerns independently investigated and followed up. It meets at
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least once a year with the external auditors and internal auditors
in separate sessions and without the presence of management, to
consider any matters which might be raised privately. In addition,
the Chairman of the Audit Committee meets the head of internal
audit on a regular basis to discuss the work undertaken, key findings
and any other significant matters arising from the Group’s
operations. Formal reports are sent to the Audit Committee on

a regular basis. The Board is updated on these reports. The Audit
Committee has received the requisite disclosures from the external
auditors evidencing the latter’s independence. It is satisfied that
the financial, professional and business relationships between the
Group and the external auditors are compatible with maintaining
the independence of the external auditors. The aggregate amount
of fees paid to the external auditors for financial year 2012, and
breakdown of total fees paid for audit and non-audit services,
respectively, are shown in the Notes to the Financial Statements.

In respect of the 2012 financial year, the Audit Committee

(@) has reviewed the audited financial statements with
management, including discussions of the quality of the
accounting principles applied and significant judgments
affecting the financial statements;

(b) has discussed with the external auditors the quality of the
above principles and judgments;

(c) believes that the financial statements are fairly presented in
conformity with the relevant Singapore Financial Reporting
Standards in all material aspects, based on its review and
discussions with management and the external auditors.

Where appropriate, the Audit Committee has adopted relevant
best practices set out in the Guidebook for Audit Committees in
Singapore issued by the Audit Committee Guidance Committee.

Internal Audit Function

The Audit Committee approves the terms of reference of internal
audit (Group Audit) and reviews the effectiveness of the internal
audit function. In line with leading practice, Group Audit’s mission
statement and charter requires it to provide independent and
reasonable, but not absolute, assurance that the Banking Group’s
system of risk management, control, and governance processes, as
designed and implemented by senior management, are adequate
and effective. Group Audit reports on the adequacy of the system
of internal controls to the Audit Committee and management,

but does not form any part of the system of internal controls.
Group Audit meets or exceeds the Standards for the Professional
Practice of Internal Auditing of The Institute of Internal Auditors.

Group Audit has implemented risk-based audit processes.
Audit work is prioritised and scoped according to an assessment
of risk exposures, including not only financial risks, but operational,
compliance and strategic risks as well.
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The work undertaken by Group Audit includes the audit of the
Group’s system of internal controls over its key operations (including
overseas branches), review of security and access controls for the
Group’s key computer systems, review of control processes within
and around new products and system enhancements, and review
of controls over the monitoring of market, liquidity, and credit risks.
Group Audit also participates in major new system developments
and special projects, to help evaluate risk exposures and to help
ensure that proposed compensating internal controls are adequately
evaluated on a timely basis. It also ascertains that the internal
controls are adequate to ensure prompt and accurate recording of
transactions and proper safeguarding of assets, and that the Bank
complies with laws and regulations, adheres to established policies
and takes appropriate steps to address control deficiencies.

The Audit Committee is responsible for the adequacy of the
internal audit function, its resources and its standing, and ensures
that processes are in place for recommendations raised in internal
audit reports to be dealt with in a timely manner and outstanding
exceptions or recommendations are closely monitored. Group Audit
is staffed with individuals with the relevant qualifications and
experience and reports functionally to the Audit Committee and
administratively to the CEO, and has unfettered access to the Audit
Committee, Board and senior management, as well as the right to
seek information and explanations. Currently, the number of internal
audit staff is 138 in the division (and 219 in the Group). The division
is organised into departments that are aligned with the structure of
the Bank. The Audit Committee approves the appointment, removal
and remuneration of the Head of Group Audit.

Internal Controls

The Board has received assurance from the CEO and Chief Financial
Officer on the effectiveness of the Bank’s risk management and
internal control systems, and that the financial records have been
properly maintained and the financial statements give a true and
fair view of the Bank’s operations and finances.

Based on the internal controls established and maintained by the
Group, work performed by the internal and external auditors, and
reviews performed by management and various Board Committees,
the Board, with the concurrence of the Audit Committee, is of the
opinion that the system of internal controls, including financial,
operational and compliance controls and risk management systems,
were adequate as at 31 December 2012, to address the risks which
the Group considers relevant and material to its operations.

The system of internal controls provides reasonable, but not
absolute, assurance that the Bank will not be adversely affected by
any event that could be reasonably foreseen as it strives to achieve
its business objectives. However, the Board also notes that no
system of internal controls can provide absolute assurance in this
regard, or absolute assurance against the occurrence of material
errors, poor judgment in decision-making, human error, losses,
fraud or other irregularities.



Remuneration Committee matters. It ensures that existing relationships, if any, between the

The Remuneration Committee comprises Mrs Fang Ai Lian (Chairman), ~ Bankand its appointed remuneration consultants will not affect
Dr Cheong Choong Kong, Dr Lee Tih Shih, Professor Neo Boon Siong the independence and objectivity of the remuneration consultants.

and Mr Quah Wee Ghee. A majority of the Committee, i.e. In its deliberations, the Remuneration Committee takes into account
Mrs Fang Ai Lian, Professor Neo Boon Siong and Mr Quah Wee Ghee, ~ remuneration principles, practices and standards that may be
are independent Directors. All the Committee members are well specified by the MAS from time to time.
versed with executive compensation matters, given their extensive
experience in senior corporate positions and major appointments. Risk Management Committee
The Risk Management Committee, which supports the Board in
The Committee has written terms of reference that describe the performing its risk oversight responsibilities, comprises Mr Lai
responsibilities of its members. Teck Poh (Chairman), Dr Cheong Choong Kong, Mr David Conner,
Mr Colm McCarthy, Mr Quah Wee Ghee and Mr Pramukti Surjaudaja.
The Remuneration Committee recommends to the Board a All the Committee members are non-executive Directors. Members
framework for determining the remuneration of the directors of the Committee have relevant technical financial sophistication in
and executive officers, and reviews the remuneration practices risk disciplines or business experience.
to ensure that they are aligned with the approved framework. It
also recommends the remuneration and fees of non-executive The Committee has written terms of reference that describe the
Directors as well as the compensation of executive Directors, if any, responsibilities of its members.
and is empowered to review the human resources management
policies and the policies governing the compensation of executive The Committee reviews the overall risk management philosophy,
officers of the Bank and its subsidiaries, as well as the remuneration ~ guidelines and major policies for effective risk management,
of senior executives. It reviews the Bank’s obligations arising in including the risk profile, risk tolerance level and risk strategy.
the event of termination of the contracts of service of executive The Committee reviews the scope, effectiveness and objectivity
directors, if any, and key management personnel, to ensure such of Group Risk Management and the risk reports that monitor
contracts contain fair and reasonable termination clauses which and control risk exposures. It also oversees the establishment
are not overly generous and avoids rewarding poor performance. and operation of an independent risk management system for
In addition, it administers the various employee share ownership identifying, measuring, monitoring, controlling and reporting risks
schemes. The Remuneration Committee, if necessary, will seek on an enterprise-wide basis, including ensuring the adequacy of risk
independent expert advice from outside the Bank on remuneration management practices for material risks.

DIRECTORS’ ATTENDANCE AT BOARD AND BOARD COMMITTEE MEETINGS IN 2012

Board @ Executive Committee Audit Committee
Ad hoc Ad hoc

Name of Director Scheduled Meeting Scheduled Meeting Meeting Scheduled Meeting Meeting

Held @ Attended Held® Attended  Attended Held @ Attended  Attended
Cheong Choong Kong 10 10 6 6 1 - - -
Bobby Chin 10 10 6 6 1 6 6 2
David Conner @ 9 9 6 6 1 - - -
Fang Ai Lian 10 10 - - - - - -
Lai Teck Poh @ 10 10 - - - - - -
Lee Seng Wee @ 10 10 1 1 - - - -
Lee Tih Shih 10 10 - - - - - -
Colm McCarthy © 10 10 5 5 1 6 6 2
Neo Boon Siong © 10 10 - - - 2 2 -
Ooi Sang Kuang 7 7 - - - 4 4 2
Quah Wee Ghee © 10 10 - - - - - -
Pramukti Surjaudaja @ 7 7 - - - - - -
Teh Kok Peng® 10 10 5 5 1 4 4 2
Patrick Yeoh 0 3 3 1 1 - - - -
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DIRECTORS’ ATTENDANCE AT BOARD AND BOARD COMMITTEE MEETINGS IN 2012 (continued)

Risk Management

Nominating Committee Remuneration Committee Committee
Ad hoc Ad hoc
Name of Director Scheduled Meeting Meeting Scheduled Meeting Meeting Scheduled Meeting
Held @ Attended  Attended Held®@ Attended  Attended Held @ Attended
Cheong Choong Kong 2 2 1 2 2 2 6 6
Bobby Chin - - - - - - - -
David Conner @ - - - - - - 6 6
Fang Ai Lian 2 2 1 2 2 2 - -
Lai Teck Poh @ 1 1 - - - - 6 6
Lee Seng Wee @ 2 2 1 - - - - -
Lee Tih Shih - - - 2 2 2 - -
Colm McCarthy © - - - - - - 6 6
Neo Boon Siong © 2 2 2 2 - -
Ooi Sang Kuang 1 1 - - - - -
Quah Wee Ghee © - - - 1 1 1 4 4
Pramukti Surjaudaja @ - - - - - - 6 6
Teh Kok Peng ® - - - - - - - -
Patrick Yeoh 9 - - - - - - 2 2

Notes:
W Reflects the number of meetings held during the time the Director held office.

@ Includes Non-executive Director (NED) and Board Strategy Meetings. Mr Pramukti Surjaudaja does not attend NED meetings. Mr David Conner attends NED meetings

with effect from 15 April 2012.

Stepped down as a Member of Nominating Committee on 25 April 2012.
Officially appointed as Observer of Executive Committee on 25 April 2012.
Appointed a Member of Executive Committee on 25 April 2012.

Stepped down as a Member of Audit Committee on 25 April 2012.

=

2 © d 9 u & W

©

Appointed a Member of Executive and Audit Committees on 25 April 2012.

- 5 % 9 5 @ = ©

10)

The Bank’s Articles of Association provide for Directors to participate
in Board and Board Committee meetings by means of conference
telephone, video conferencing or audio visual equipment.

REMUNERATION POLICY

Employees’ Remuneration

The objective of the Bank’s remuneration policy is to attract,
motivate, reward and retain quality staff globally. The Board
ensures that the remuneration policies are in line with the strategic
objectives and corporate values of the Bank, and do not give rise to
conflicts between the objectives of the Bank and the interests of
individual Directors and key executives.

The total compensation packages for employees comprises basic
salary, fixed bonus, variable performance bonus, allowances,
deferred share awards and share options for eligible executives,

as well as benefits. Compensation is tied to the achievement of
business and performance objectives based on a balanced scorecard
approach. Where relevant, financial measurements, adjusted for the
various types of risk (such as market, credit and operational risks),
include, if appropriate:
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Appointed to the Board on 21 February 2012, and a Member of Nominating and Audit Committees on 25 April 2012.
Appointed to the Board on 9 January 2012, and a Member of Remuneration and Risk Management Committees on 25 April 2012.

Stepped down from the Board, Executive and Risk Management Committees on 25 April 2012.

(a) Operating efficiency measures which include revenue, direct
and allocated costs and operating profits, net profits as well as
efficiency indicators such as unit costs.

Economic efficiency measure such as cost of capital.
Capital is attributed to each business based on the amount of
risk-weighted assets used and the return on capital.

Liquidity is factored into the performance measurement of each

business through the application of liquidity premiums charged

or credited according to the behavioural maturity of each type of
asset and liability booked.

There were no significant changes to the above measures during 2012.

Each business unit has its own performance measures that match
their functions and objectives and these objectives are consistent
with the Group’s risk appetite. In the determination of remuneration
of senior executives, risk and control indicators are taken into account
when assessing business performance. Executives are remunerated
based on their own performance measures, while taking into account
market compensation data for their respective job roles.



The performance of risk and compliance functions is measured
independently of the businesses they oversee. Employees in these
functions are assessed based on the achievement related to their
respective performance measures. Market compensation data on risk
and compliance functions is also taken into account for remuneration.

In determining the composition of compensation packages, the Bank
takes into account the time horizon of risk and includes in the total
compensation for executives, a significant portion of deferred
payment in the form of deferred shares and share options. To ensure
that its remuneration packages are competitive, the Bank regularly
reviews salary ranges and benefits packages based on market

data provided by recognised consultants who conduct surveys of
comparative groups in the financial sector.

The determination of the Bank’s variable bonus pool is fully
discretionary and the factors taken into consideration include
the Bank’s performance, market conditions and competitive
market practices.

The Bank adopts a performance-driven approach to compensation.
Compensation packages are linked to personal performance,

the performance of the organisational function as a whole and

the overall performance of the Bank. Compensation is reviewed
each year based on information from market surveys provided by
reputable management consultants.

As a consequence of the financial crisis, financial institutions
globally have been reviewing compensation practices to

reduce incentives that encourage excessive risk taking. In 2009,
the Financial Stability Forum (FSF) developed principles and
implementation standards for Sound Compensation Practices for
significant financial institutions. The Remuneration Committee
made changes to the Bank’s compensation structure in 2011 to
increase the proportion of deferred remuneration component for
senior executives. While the Bank’s compensation practices largely
meet the FSF principles and implementation standards, the Bank
continues to review its compensation practices to comply with the
required standards on an ongoing basis.

The Bank has identified a group of senior executives whose
authorities and actions are deemed to have a major influence

on the long term performance of the Bank. This group comprises
“senior management” (the CEO and his direct reports) and “material
risk takers” (employees of Senior Vice President rank and above).
The Board approves the compensation of employees who are direct
reports to the CEO and Chief Operating Officer and are of at least
Senior Vice President rank, and the Remuneration Committee
approves the compensation of all other senior executives of at least
Senior Vice President rank.

The remuneration practices for staff in bargainable positions are
established through negotiation with the Bank’s unions.

The Bank’s remuneration policy is also applied to all OCBC overseas
branches and the following subsidiaries:

- OCBC Management Services Pte Ltd
- OCBC Securities Pte Ltd

- OCBC Investment Research Pte Ltd
- OCBCTrustee Ltd

- e2 Power Pte Ltd

- e2 Power Sendirian Berhad

- OCBC Bank (Malaysia) Berhad

- OCBC Al-Amin Bank Berhad

- OCBC Bank (China) Ltd

Directors’ Remuneration

The Remuneration Committee recommends the remuneration
for executive Directors, if any, and non-executive Directors of the
Bank. The remuneration for non-executive Directors is subject to
shareholders’ approval at the AGM.

Compensation of Non-Executive Directors

OCBC’s remuneration for non-executive Directors is intended

to attract capable individuals to the Board, as well as retain and
motivate them in their roles as non-executive Directors. It aligns
their interest to those of shareholders, is competitive in the region
and recognises individual contributions.

The Remuneration Committee has considered market practices for
non-executive director compensation and on its recommendation,
the Board has decided to adopt the following fee structure to
compute the fee for each non-executive Director of the Bank:

e annual board chairman fee of $$1,800,000;

e annual retainer fee of S$45,000;

® annual committee chairperson fee of S$60,000 for Audit, Risk
Management and Executive Committees, and $S$30,000 for
Nominating and Remuneration Committees;

e annual committee member fee of S$30,000 for Audit, Risk
Management and Executive Committees, and $S$15,000 for
Nominating and Remuneration Committees (committee
chairpersons are not awarded these fees); and

e attendance fee of $$3,000 per Board or Board Committee
meeting. These attendance fees are paid to non-executive
Directors to recognise their commitment and time spent in
attending each meeting.

The annual board chairman fee is $$1,800,000 per annum with
effect from 1 July 2012. This fee, together with other directors’ fees,
will be tabled for shareholders” approval at the Annual General
Meeting. Dr Cheong, as the board chairman, will be entitled to
$$900,000 of this fee for the financial year 2012. This is half of
the annual amount as the fee is effective only from 1 July 2012.
The total remuneration for Dr Cheong in 2012 is $$2,576,000
(2011: 552,950,000) as disclosed in the directors’ remuneration
table on page 36. This total remuneration includes the chairman
fee, board committees’ fees, meeting attendance fees, as well as
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remuneration to oversee and supervise strategic planning in respect
of customer service, talent identification, and the development and
succession of senior management under a consultancy contract. The
consultancy contract expired and ceased on 30 June 2012.

The previous year, shareholders approved the grant of 6,000
remuneration shares to each non-executive Director. The
remuneration shares align the interest of non-executive Directors
with the interest of shareholders. At the Remuneration Committee’s
recommendation, the Board has decided to continue with the
grant of 6,000 new ordinary shares to each non-executive Director.
Any non-executive Director who has served less than a full annual
term with the Board will be awarded shares, pro-rated on the basis
of the term he has served as non-executive Director in the financial
year. The resolution proposing these share grants will be presented
to shareholders at the AGM in April 2013. Mr David Conner is not
eligible to receive Directors’ fees and remuneration shares for the
period when he was an executive Director of the Bank.

Under the OCBC Share Option Scheme 2001, the Remuneration
Committee also has the discretion to grant share options to non-
executive Directors in recognition of their contributions.

Compensation of Executive Directors

The compensation plan for the executive Directors, if any, is
formulated and reviewed by the Remuneration Committee

to ensure that it is market competitive and that the rewards
commensurate with their contributions. The compensation package
comprises basic salary, benefits-in-kind, performance bonus,
incentive bonus, share options, share awards and compensation

DIRECTORS’ AND CEO’S REMUNERATION IN 2012

in the event of early termination where service contracts are
applicable. Performance and incentive bonuses relate directly to the
financial performance of the Group and the contributions of the
individual executive Director. Under the OCBC Share Option Scheme
2001, the guidelines on granting of share options to executive
Directors are similar to those for the executives of the Bank.
Following Mr David Conner’s retirement as CEO in April 2012, there
is currently no executive director on the Board. As announced to
the Singapore Stock Exchange in April 2012, 488,029 OCBC ordinary
shares were released to Mr David Conner as entitlement upon
completion of his employment contract.

Remuneration of Directors’ or CEO’s Immediate Family
None of the Directors or CEO had immediate family members
who were employees of the Bank and whose personal annual
remuneration exceeded $$50,000.

Remuneration of Top 5 Key Management Personnel in 2012

The Code recommends the disclosure of the individual remuneration
of the Bank’s top five key management personnel as well as their
aggregate remuneration. The Board considered this matter carefully
and has decided against such disclosure for the time being. It was
felt that the disadvantages of disclosure will outweigh the benefits
unless such disclosure is standard business practice.

The Bank does not provide any termination, retirement and post-
employment benefits to its top five key management personnel.

Performance-Based Remuneration

Value of
Deferred
Value of Share/ Value of
Share Share Remuneration
Total Salary Options Awards Other Shares Options
Remuneration and Fees Bonuses  Granted Granted Benefits Awarded Granted Acquisition

Name (5$’000)  (5$’000)@  (S$’000)  (5$’000)@  (S$’000) (S$’000)® (5$’000)9@  (No.) Price Exercise Period
Directors:
Bobby Chin 272 210 - - - - 62 - - -
Fang Ai Lian 218 156 - - - - 62 - - -
Lai Teck Poh 216 154 - - - - 62 - - -
Lee Seng Wee 192 130 - - - - 62 - - -
Lee Tih Shih 164 102 - - - - 62 - - -
Colm McCarthy 289 227 - - - - 62 - - -
Neo Boon Siong 204 142 - - - - 62 - - -
Ooi Sang Kuang 173 120 - - - - 53 - - -
Quah Wee Ghee 187 127 - - - - 60 - - -
Pramukti Surjaudaja 176 114 - - - - 62 - - -
Teh Kok Peng 218 156 - - - - 62 - - -
Patrick Yeoh 82 63 - - - - 19 - - -
Cheong Choong Kong © 2,576 1,670 375 375 - 94 62 452,025 $$10.302 15/03/2014 to

13/03/2018
David Conner 5,981 556 575 - 4,719 87 44 - - -
CEO:
Samuel Tsien @ 5,545 1117 1,803 790 1,743 92 - 951,663 $$10.302 15/03/2014 to

13/03/2023
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a) Share option was valued using the Binomial valuation model.

) Represents non-cash component and comprises club and car benefits and employer’s contribution to CPF.

) Value of remuneration shares was estimated based on closing price of ordinary shares on 13 March 2013, i.e. $510.25.

) Fees and remuneration shares for NED refer to those for 2012 financial year that are subject to approval by shareholders at the AGM in April 2013.

) Comprises payments and benefits under an agreement with OCBC Management Services Pte Ltd up to 30 June 2012 (details are provided in the Directors’ Report)

and chairman fee (with effect from 1 July 2012), board fees, and remuneration shares for NED.
(f)  Comprises compensation under his employment contract as CEO for period from 1 January to 14 April 2012, compensation as NED for period from 15 April to
31 December 2012, and announced to the Singapore Exchange Securities Trading Ltd on 17 April 2012, 488,029 OCBC ordinary shares on completion of

employment contract.

(g) Comprises compensation under his employment contract as CEO commencing 15 April 2012, as well as compensation when he was Senior Executive Vice President

from 1January 2012 to 14 April 2012.

SHARE SCHEMES

OCBC Share Option Scheme 2001

The OCBC Share Option Scheme 2001 (the “Scheme”), which was
implemented in 2001, has been extended for another 10 years from
2011 to 2021, as approved by the shareholders.

The Scheme seeks to inculcate in all participants a stronger and long
term sense of identification with the OCBC Group, as well as to
incentivise participants to achieve higher standards of performance.
It forms a substantial part of senior executives’ variable compensation
and serves to align the Bank’s compensation with the sustained long
term performance of the Bank. Group executives comprising any
employee of the OCBC Group holding the rank or equivalent rank of
Manager and above and any Group Executive Director selected by
the Remuneration Committee, as well as non-executive Directors of
the Group, are eligible to participate in the Scheme.

The cumulative total number of ordinary shares to be issued by the
Bank in respect of options granted under the Scheme cannot exceed
10% of the Bank’s total number of issued ordinary shares.

The acquisition price for each ordinary share in respect of which

the option is exercisable shall be determined by the Remuneration
Committee to be a price equal to the average of the last dealt price
of the shares for the five consecutive trading days immediately prior
to the offering date. No options were granted at a discount since the
commencement of the Scheme.

The validity period of the options is subject to prevailing legislation
applicable on the date of grant. Based on current legislation, options
granted to Group Executives are exercisable up to 10 years, while
options granted to non-executive Directors are exercisable up to
five years. The options may be exercised after the first anniversary
of the date of the grant, in accordance with a vesting schedule to

be determined by the Remuneration Committee on the date of the
grant of the respective options. The Committee has adopted the
following vesting schedule:

Vesting Schedule
Percentage of shares over which
an option is exercisable

On or before the first anniversary of the date of grant Nil

After the first anniversary but on or before the second 33%
anniversary of the date of grant

After the second anniversary but on or before the third 33%
anniversary of the date of grant

After the third anniversary but before the date of expiry 34%
of the exercise period

These options will lapse immediately on the termination of
employment and appointment, except in the event of retirement,
redundancy, death, or where approved by the Remuneration
Committee, in which case the Committee may allow the options

to be retained and exercisable within the relevant option periods

or such option periods as may be determined by the Remuneration
Committee. Shares granted on exercise of options are allocated from
treasury shares or from the issue of new ordinary shares by the Bank.

All awards are subject to cancellation if it is determined that

they were granted on the basis of materially inaccurate financial
statements and/or the employee has engaged in conduct that
results in financial loss, reputational harm, restatement of financial
results and/or adverse changes of the Bank’s risk profile/rating.
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OCBC Deferred Share Plan

The OCBC Deferred Share Plan (“Plan”) aims to increase the
performance-orientation and retention factor in compensation
packages of executives, and foster an ownership culture within

the organisation. It also aligns the interests of executives to the
sustained business performance of the Bank. Group executives
holding the rank or equivalent rank of Assistant Manager and above,
and any Group Executive Director selected by the Remuneration
Committee are eligible to participate in the Plan. In 2012, the
participants are executives of the Bank, selected overseas locations
and subsidiaries.

There are 2 different types of deferred share awards:

(@) Share awards, which are granted annually to eligible executives
who are paid variable performance bonus of $$70,000 and
above. The share awards form 20% to 40% of their total variable
performance bonus for the year. Half (50%) of the share awards
will vest after two years with the remaining 50% vesting at the
end of three years in accordance with the guidelines established
under the Plan. Prior to the vesting date, the executives will not
be accorded voting rights on the shares.

(b) In addition to the above, senior executives are also granted
deferred share awards as part of their long term incentive
compensation. The whole award vests after three years.

Shares granted are allocated from treasury shares or acquired from
the market in accordance with guidelines established under the
Plan. The unvested deferred share grants will be adjusted to take
into account dividends declared by the Bank. The additional shares
granted in respect of this adjustment are also acquired from the
market in accordance with guidelines established under the Plan.

The awards will lapse immediately on the termination of
employment and appointment, except in the event of retirement,
redundancy, death, or where approved by the Remuneration
Committee, in which case the Committee may allow the awards to
be retained and vested within the relevant vesting periods or such
periods as may be determined by the Remuneration Committee.

All awards are subject to cancellation if it is determined that

they were granted on the basis of materially inaccurate financial
statements and/or the employee has engaged in conduct that
results in financial loss, reputational harm, restatement of financial
results and/or adverse changes of the Bank’s risk profile/rating.

During the financial year, an aggregate of 4,909,931 ordinary

shares were granted to eligible executives of the Group pursuant
to the Plan.
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OCBC Employee Share Purchase Plan

The OCBC Employee Share Purchase Plan (“ESPP”) was implemented
in 2004 for all employees of the Group, including executive Directors.
It was implemented to inculcate in all participants a stronger and
more lasting sense of identification with the Group.

The ESPP is a saving-based share ownership plan to help
employees own ordinary shares in the Bank through their monthly
contributions via deductions from payroll and/or CPF funds.
The employees have the option to convert the contributions to
ordinary shares after one year or withdraw the contributions. As a
further incentive to employees to enrol in the ESPP, the Bank pays
interest on the amounts saved at a preferential interest rate.

The duration of offering period is 24 months and the share acquisition
price is fixed before the offering period based on average of the

last traded prices over five consecutive trading days immediately
preceding the price fixing date. Shares granted on conversions in
accordance with the rules of the ESPP are allocated from treasury
shares or from the issue of new ordinary shares by the Bank.

The aggregate number of new ordinary shares issued by the Bank
pursuant to the Scheme and the ESPP cannot exceed five per cent
of the Bank’s total number of issued ordinary shares.



ADDITIONAL INFORMATION

Guaranteed Bonuses, Sign-on Awards, Severance Payments and Variable Remuneration

Category

Senior Management

Material Risk Takers

Number of guaranteed bonuses

Number of sign-on awards

Number of severance payments

Total amounts of above payments made for the financial year ($'000)
Number of employees

Number of employees that received a variable remuneration

5
0
0
1,052
75
72

Breakdown of Remuneration Awarded in Current Financial Year

Senior Management

Material Risk Takers

Unrestricted Deferred Unrestricted Deferred
Category % % % %
Fixed Cash-based 29 0 49 0
remuneration Shares and share-linked instruments 0 0 0 0
Other forms of remuneration 0 0 0 0
Variable Cash-based 40 0 31 1
remuneration Shares and share-linked instruments 0 31 0 19
Other forms of remuneration 0 0 0 0
Total 100 100

Breakdown of Long-term Remuneration Awards

Senior Management

Material Risk Takers

Category % %
Change in deferred remuneration awarded in current financial year -34 16
Change in amount of outstanding deferred remuneration from -33 23
previous financial year
Outstanding deferred remuneration (breakdown):
Cash 0 1
Shares and share-linked instruments 100 99
Other forms of remuneration 0 0
Total 100 100
Outstanding deferred remuneration (performance adjustments):
Of which exposed to ex-post adjustments 100 99
Reductions in current year due to ex-post adjustments (explicit?) 0 0
Reductions in current year due to ex-post adjustments (implicit?) 0 0
Outstanding retained remuneration (performance adjustments):
Of which exposed to ex-post adjustments
Reductions in current year due to ex-post adjustments (explicit) N.A. N.A.
Reductions in current year due to ex-post adjustments (implicit)
o Examples of explicit ex-post adjustments include malus, clawbacks or similar reversals or downward revaluations of awards.
2 Examples of implicit ex-post adjustments include fluctuations in the value of shares or performance units.
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COMMUNICATION WITH SHAREHOLDERS

OCBC Bank recognises the importance of communicating regularly
and effectively with its shareholders so that they can better
understand its operations, strategies and directions. One of the
key roles of the Group’s Corporate Communications and Investor
Relations Units is to keep the market and investors apprised of the
Group’s major corporate developments and financial performance
through regular media releases, briefings and meetings with the
media, analysts and fund managers. In addition, shareholders and
the public can access the Group’s media releases, financial results,
presentation materials used at briefings and other corporate
information on the Bank’s website.

The Bank has an investor relations policy approved by the Board.
Shareholders are given the opportunity to participate effectively
at OCBC Bank’s AGMs and EGMs, where they can ask questions
and communicate their views. They are allowed to vote in person
or by proxy. The Bank’s Articles of Association allow a shareholder
to appoint up to two proxies to attend and vote in his place at
general meetings. It also allows investors, who hold shares through
nominees such as CPF and custodian banks to attend AGM as
observers when they comply with prescribed procedures for
attendance. To ensure authenticity of shareholder identity and
other related security issues, the Bank currently does not allow
voting in absentia by mail, email or fax. Since 2011, the Bank has
conducted electronic poll voting for all the resolutions passed at
the AGM and EGM, for greater transparency in the voting process.
Following the meetings, it announces the detailed results of the
votes, showing the number of votes cast for and against each
resolution and the respective percentages.

The Bank provides for separate resolutions at general meetings on
each substantially separate issue. It does not “bundle” resolutions,
unless the resolutions are interdependent and linked so as to form
one significant proposal.

The Company Secretary prepares minutes of general meetings,
which reflect responses from the Board and Management to queries
and comments from shareholders. The minutes are available to
shareholders upon their request.

The Directors as well as the external auditors are present at these
meetings to address any relevant queries raised by shareholders.
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RELATED PARTY TRANSACTIONS

OCBC Bank has established policies and procedures on related party
transactions. These include definitions of relatedness, limits applied,
terms of transactions, and the authorities and procedures for
approving and monitoring the transactions. The Audit Committee
reviews material related party transactions and keeps the Board
informed of such transactions, if any. Measures are taken to ensure
that terms and conditions of related party lendings are not more
favourable than those granted to non-related obligors under similar
circumstances. The Bank also complies with the SGX-ST Listing
Manual on interested person transactions.

ETHICAL STANDARDS

The Bank has adopted the SGX-ST Listing Manual’s guidelines

on dealings in securities and has a policy against insider trading.
Directors and officers are prohibited from dealing in the securities
of the Bank during the period commencing two weeks before

the announcement of the Bank’s quarterly or half-yearly financial
results, and one month before the announcement of year-end
results (“black-out” period) and at any time they are in possession
of unpublished material price-sensitive information. The Bank will
notify Directors and employees of the commencement date for
each black-out period. The policy also states that employees are
not to deal in the Bank’s securities on short-term considerations.
Employees are also instructed to conduct all their personal securities
transactions through the Group’s stockbroking subsidiary.

The Bank’s insider trading policy also includes instructions pertaining
to dealings in the listed securities of customers of the Group.





