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Schedule 1 – 
Statement of Corporate Governance Practices

At BMO Financial Group, we aspire to uphold high standards of corporate governance which reflect not only applicable legal
and regulatory requirements but also emerging best practices. As a Canadian reporting issuer with securities listed on the
Toronto Stock Exchange (TSX) and the New York Stock Exchange (NYSE), our corporate governance practices meet, and in
some cases exceed, applicable rules adopted by the Canadian Securities Administrators (CSA) and applicable rules of the
U.S. Securities and Exchange Commission (SEC), and provisions of the Sarbanes-Oxley Act of 2002. In addition, although we
are not required to comply with a number of the NYSE corporate governance listing standards as a non-U.S. company, our
governance practices are in compliance with the NYSE standards in all significant respects except for one, which is
described below under the heading “Compliance with NYSE Standards”.

We continue to monitor regulatory changes and best practices
in corporate governance and will consider amendments to our
governance practices as appropriate. Throughout the schedule,
references to documents and information available on our 
web site can be found at www.bmo.com/investorrelations. 
In addition, any information located on the web site is also
available in print to any shareholder upon request to the 
Corporate Secretary’s Department at the address set out on
page 44 of this Proxy Circular.

Board of Directors

Director Independence
The Board has adopted categorical standards for determining
whether a director is “independent” within the meaning of
the CSA rules and NYSE standards, and whether each member
of the Audit Committee meets the applicable Canadian and 
U.S. independence criteria for membership on public company
audit committees. In summary, a director is “independent”
under the Bank’s standards if the Board determines that the
director has no material relationship with the Bank or any 
of its affiliates or its Shareholders’ Auditor, either directly or
indirectly, or as a partner, shareholder or officer of an entity
that has a relationship with the Bank. In addition, certain rela-
tionships deem a director not to be “independent”. The Bank’s
Director Independence Standards can be found on our web site. 

The Governance and Nominating Committee and the
Board of Directors participate in the determination of director
independence and Bank affiliation. The determinations are
based on information concerning the personal, business and
other relationships and dealings between the directors and 
the Bank, its affiliates and Shareholders’ Auditor, collected
through biographical material, reports and questionnaires 
completed by the directors. The determinations also take into
account information derived from Bank records and reports,
and information about entities with which the directors are
involved. The Board examines the materiality of these relation-
ships not only from the Bank’s standpoint, but also from that 
of the persons’ or organizations’ with which the director has 
a relationship.

The Board has determined that all directors standing 
for election to the Board on March 1, 2007 are “independent”
within the meaning of the relevant CSA rules and U.S. laws and
standards and are “unaffiliated” under the Bank Act, with the
exception of William Downe, who is currently the Chief Operat-
ing Officer of the Bank and will become the President and Chief
Executive Officer effective March 1, 2007. The Board has also
determined that all members of the Audit Committee meet the
additional Canadian and U.S. independence requirements for

membership on public company audit committees. The Bank 
has lending or banking arrangements with some of the directors
and with certain entities in respect of which one or another of
the directors is an officer or has an interest. In making the direc-
tor independence determinations, these arrangements were
considered but deemed not to be material as they are within the
parameters and limits for materiality set forth in the Director
Independence Standards adopted by the Board.

Additional information relating to each director standing
for nomination, including other public company boards 
on which they serve, their attendance record for all Board and
Committee meetings during fiscal 2006 and the value of their
equity holdings in the Bank, can be found on pages 7 through 17
of this Proxy Circular.

Independent Chair
The roles of Chairman of the Board and Chief Executive 
Officer are separate at the Bank. Mr. Galloway, an independent
member of the Board, was appointed Chairman effective 
May 1, 2004. Mr. Galloway is not currently nor has he ever
acted as chairman of the board of any other public company.

The Chairman of the Board ensures that the Board oper-
ates independently of management and that directors have 
an independent leadership contact. He manages the affairs of
the Board, with a view to ensuring that the Board functions
effectively and meets its obligations and responsibilities, 
and leads the Board in the execution of its responsibilities to
shareholders. At every regularly scheduled Board meeting, 
the Chairman presides over a session of the “independent”
directors at which “non-independent” directors and members
of management are not present. During fiscal 2006, eight 
such sessions were held. In addition, the Chairman presides at
any other sessions of the “independent” directors at which
“non-independent” directors and members of management are
not present. Topics discussed at these sessions include, but are
not limited to, succession planning and strategy. It is also the
practice of each Board Committee to meet without management
present during the course of each of its meetings. Information
to be conveyed and actions undertaken as a result of the 
sessions are communicated to relevant parties, as appropriate.

Board Size
Two new directors were appointed by the Board on July 25,
2006 – Dr. Martha Piper and Mr. George Cope – bringing the
total number of directors to 17. Dr. Piper and Mr. Cope bring a
wealth of experience in the academic and telecommunication
fields, respectively. At the Annual Meeting of Shareholders on
March 1, 2007, 17 directors will stand for election for a one-year



46 • Bank of Montreal Proxy Circular

period. The matter of Board size is considered formally on 
an annual basis by the Board and on an ongoing basis by its
Governance and Nominating Committee. The Board is of
the view that its current membership has the necessary breadth
and diversity of experience, is generally of a size to provide 
for effective decision-making and staffing of Board committees,
and addresses succession planning requirements.

Board Tenure
Bank policies stipulate that a director shall not stand for re-
election at the first annual meeting after reaching the age of 70.

Board Mandate
The Board, either directly or through its Committees, is 
responsible for the supervision of management of the business
and affairs of the Bank with the objective of enhancing share-
holder value. 

The Board Mandate, the text of which can be found on
page 51 of this Proxy Circular, sets out the responsibilities to be
discharged by the Board as well as the personal and profes-
sional attributes and the duties and responsibilities required 
of each director. 

The Board’s Approval/Oversight Guidelines precisely
define the roles and responsibilities of the Board and manage-
ment and explicitly delineate the lines of accountability that
exist within the Bank. The Guidelines set out those matters
requiring Board approval and those of which the Board must be
advised following action by management. The Board Mandate,
combined with the Approval/Oversight Guidelines, provides
directors and management with an outline of each other’s
duties and responsibilities.

Position Descriptions
As described above, the Board Mandate and the Approval/
Oversight Guidelines define the roles and responsibilities of
the Board and management. In addition, the Board has adopted
position descriptions for the Chairman of the Board and 
the Committee Chairs, which are available on our web site.
These descriptions set out the responsibilities and duties of
the Board and Committee Chairs in guiding the Board and the
Committees, respectively, in the fulfillment of their duties.

The position description for the President and Chief 
Executive Officer is developed with input from the President
and Chief Executive Officer, and is approved by the Human
Resources and Management Compensation Committee. 
The description provides that the President and Chief Executive
Officer is responsible for defining, communicating and imple-
menting the strategic direction, goals and core values of the
Bank with a view to maximizing shareholder value. It also 
provides that the President and Chief Executive Officer is
accountable to the Board for: formulating and executing busi-
ness strategies; overseeing the Bank’s corporate governance
structure and framework; building and maintaining a network
of strategic relationships with business leaders, governmental
officials and investors; developing and implementing a human
resource strategy which develops leadership capabilities; and
creating an organizational structure and culture that optimize
and sustain high levels of performance.

In addition, the Human Resources and Management Com-
pensation Committee reviews and approves corporate goals and

objectives that the President and Chief Executive Officer 
is responsible for meeting each year. The Committee also 
conducts an annual assessment of the President and Chief
Executive Officer’s performance in relation to those objectives
and reports the results of the assessment to the Board. 

Orientation and Continuing Education
The Governance and Nominating Committee is responsible for
the orientation and education of directors. New directors are
provided with a Directors’ Handbook containing details of the
Bank’s organizational structure, the structure of the Board and
its committees, relevant position descriptions, the Board’s
Approval/Oversight Guidelines, compliance requirements for
directors, corporate policies, by-laws, recent annual and quar-
terly financial reports, including Management’s Discussion and
Analysis and the Annual Information Form and a glossary of
commonly used acronyms, as well as agendas and minutes for
Board and Committee meetings for the preceding 12 months.
One-on-one meetings are arranged with the heads of each of
the Bank’s principal business groups to enable the new director
to learn about the various functions and activities of the Bank.
Prior to agreeing to join the Board, new directors are given 
a clear indication of the workload and time commitment
required. Directors are expected to attend all Board and Com-
mittee meetings in person, although attendance by telephone 
is permissible in appropriate circumstances. Directors are also
expected to prepare thoroughly in advance of each meeting in
order to actively participate in the deliberations and decisions.
A director who fails to attend at least 75% of the aggregate of all
meetings of the Board and those committees of which he/she is
a member must tender his/her resignation immediately follow-
ing the end of the fiscal year for consideration by the Board.

On an ongoing basis, as part of regular Board meetings,
directors receive presentations on various aspects of the Bank’s
operations. In 2006, all directors participated in an educational
demonstration of some of the Bank’s online banking systems.
The following are some of the topics on which educational 
sessions have been provided to the Board Committees:

Schedule 1 – Statement of Corporate Governance Practices (continued)

Audit Committee – New and pending changes 
in accounting standards

– Anti-money laundering and
anti-terrorist financing
requirements

Conduct Review Committee – Recent developments regarding
the Financial Consumer Agency 
of Canada

– Privacy compliance requirements

Governance and 
Nominating Committee

– Impact of new civil liability for
secondary market disclosure
regime on Bank governance 

Human Resources and
Management
Compensation Committee

– Executive compensation trends, 
issues and the competitive 
landscape

Risk Review Committee – Basel II Accord requirements
– North American economic 

outlook
– U.S. economic outlook
– Liquidity and funding risk
– Structural interest rate risk
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Educational reading materials on economic matters and other
topics relevant to the financial industry are included from time
to time in the materials provided to directors in advance of the
meetings. Suggested reading items are also identified by the
Chairman of the Board and Committee Chairs. In 2006 directors
were provided with reading materials on such matters as,
among others:
• the impact of demographic changes on financial services
• U.S. productivity
• Canadian economic outlook
• U.S. housing market
• Chinese-Canadian relations

Directors identify their additional continuing education 
needs through a variety of means, including discussions with
management and at Board and Committee meetings. In an
effort to provide directors with a more complete understanding
of the issues facing the Bank, directors are encouraged to
attend at least two meetings of Board Committees of which 
they are not a member. Directors are also provided with the
minutes of all Committee meetings, irrespective of whether
they are a member of the Committee. 

Ethical Business Conduct
The Board has adopted FirstPrinciples, our comprehensive
code of business conduct and ethics, which provides a frame-
work for directors, officers and employees on the conduct and
ethical decision-making integral to their work. The Board,
through its Conduct Review Committee, reviews the operation
of FirstPrinciples and any waivers thereof. In addition, the
Board has adopted a code of ethics for the President and Chief
Executive Officer and senior financial officers. The Audit 
Committee is responsible for monitoring compliance with this
code of ethics and any waivers or amendments thereof. Since
inception, no waiver from the code or FirstPrinciples has been
granted. On an annual basis, FirstPrinciples is reviewed by 
the Bank’s legal and compliance departments to ensure that 
it complies with all legal requirements and is in alignment 
with best practices. In the event that amendments are needed,
recommendations are made to the Conduct Review Committee
and the Board for approval. Each year, every director, officer
and employee must sign an acknowledgement that they have
read, understood and complied with FirstPrinciples. In 2006, 
an online learning program for new employees and online 
testing on FirstPrinciples was introduced. These codes are
available on our web site. 

The Board has also adopted whistleblower procedures 
which allow officers and employees who feel that a violation 
of FirstPrinciples has occurred to report this violation on a 
confidential and anonymous basis. The procedures allow 
concerns regarding accounting, internal accounting controls 
or auditing matters to be reported on a confidential and 
anonymous basis, as well. Complaints can be made by e-mail 
or telephone through the Ombudsman or Human Resources 
Centre, or directly to the Chairman of the Board. Once
received, complaints are forwarded to the General Counsel
who then makes a determination as to which Committee of
the Board is the most appropriate forum for the complaint. 
The General Counsel reports to the Board annually regarding
complaints received through the whistleblower procedures.
The Chair of the Audit Committee is also notified if any of the 
complaints relate to accounting, internal accounting controls 
or auditing matters and is involved in determining how the
complaint will be handled.

The Board believes that providing a forum for employees
and officers to raise concerns about ethical conduct and treat-
ing all complaints with the appropriate level of seriousness
foster a culture of ethical conduct within the Bank.

The Board believes that its effectiveness is furthered 
when directors exercise independent judgment in considering
transactions and agreements. As such, if at any Board meeting 
a director or executive officer has a material interest in a matter
being considered, such director or officer would not be present
for discussions relating to the matter and would not participate
in any vote on the matter. In 2006 a protocol was adopted to
augment the Board’s procedures to identify director conflicts 
of interest. Directors are notified in advance of proposed 
material transactions to be considered at upcoming meetings
and are asked to advise the Corporate Secretary’s Department
of any direct or indirect interests or actual or potential conflicts 
of interest. Where such interests or conflicts are identified, 
the director neither receives materials on the matter in question
nor participates in any related discussion or decision-making. 

Nomination of Directors
The Governance and Nominating Committee, composed
entirely of “independent” directors, is responsible for 
identifying and recommending to the Board suitable director
candidates. In undertaking this responsibility, the Committee
adheres to its Selection, Approval, Renewal and Succession of
Directors process. As part of the process, the Committee con-
siders the competencies and skills the Board, as a whole, should
possess, assesses the skill sets of current Board members and
identifies any additional skill sets deemed to be beneficial
when considering Board candidates in light of the opportuni-
ties and risks facing the Bank. The resulting skills matrix is 
used in determining whether new directors should be added 
to the Board. The Committee maintains an “evergreen” list of
potential director candidates for its future consideration and
may engage outside advisors to assist in identifying qualified
candidates. Potential candidates on the evergreen list are
screened for the following attributes: 
• integrity and accountability; 
• proven judgment; 
• financial literacy;
• appropriate knowledge and background;
• sufficient time and resources; 
• excellent communication skills; and 
• the ability to work effectively as a team member. 

The Committee also considers the positions held with other
organizations and the other business and personal commitments
of prospective director candidates to determine whether they
would be able to fulfill their duties as Board members. 

The Board requires that directors tender their resignation
for consideration by the Governance and Nominating Commit-
tee in the following circumstances:
• change in principal occupation or other circumstances;
• after reaching the age of 70;
• failure to receive a majority of votes for election at a share-

holder meeting; and
• failure to meet the annual 75% meeting attendance 

requirement.
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Schedule 1 – Statement of Corporate Governance Practices (continued)

Governance and Nominating
The Governance and Nominating Committee is responsible for
developing and maintaining governance principles consistent
with high standards of corporate governance. The Committee
identifies and recommends candidates on the evergreen list for
nomination to the Board, as described on page 47, monitors the
orientation program for new directors and maintains a process
for assessing the performance of the Board, its Committees
and individual directors. The Governance and Nominating
Committee monitors best practices for governance worldwide
and annually reviews and makes recommendations to enhance
the Bank’s governance practices and disclosures in order to
exemplify high standards of corporate governance. The Com-
mittee also reviews shareholder proposals and recommends
appropriate responses to the Board. Each year, the Committee
reviews all Board Committee Charters, position descriptions
and the Board Mandate to ensure that they meet all applicable
regulatory requirements and best practices. In addition, the
Governance and Nominating Committee coordinates requests
by individual directors to engage special outside advisors at
the expense of the Bank. There were no such requests to hire
special outside advisors during fiscal 2006. A report on the
activities of the Committee during 2006, including the names
of the Chair and Committee members, is included on page 21
of this Proxy Circular. 

Audit
The Audit Committee oversees the integrity of the Bank’s finan-
cial reporting, its internal controls (including internal control
over financial reporting), disclosure controls and procedures
and internal audit function, and its compliance with legal and
regulatory requirements. The Committee also reviews and
assesses the qualifications, independence and performance of
the Shareholders’ Auditor. In addition to being “independent”,
the Board has determined that each member of the Audit 
Committee is “financially literate”, as such term is defined
under CSA and SEC rules and NYSE standards, and that each 
of Messrs. Chevrier and Orsino and Mme Saucier is an “Audit
Committee Financial Expert” as such term is defined under
SEC rules. The definitions of “financially literate” and “Audit
Committee Financial Expert” adopted by the Board pursuant 
to these rules and standards are set forth in the Committee’s
Charter, which may be found on our web site.

At each meeting of the Audit Committee, members of
the Committee meet separately (without management present)
with the Chief Auditor and Shareholders’ Auditor to review 
specific issues. The Committee members also meet annually
with representatives of the Office of the Superintendent of
Financial Institutions without management present. 

The Audit Committee requires management to implement
and maintain appropriate internal controls. Annually the 
Committee reviews and approves the internal control policy
and Corporate Audit mandate. The Committee meets quarterly 
with the Chief Auditor and management on matters of internal
control. It also meets regularly with the Chief Auditor, Chief
Compliance Officer, Shareholders’ Auditor, regulators and 
management to assess the adequacy and effectiveness of the
internal control systems. The Committee also pre-approves all
audit and non-audit work performed by the Shareholders’ Auditor. 

Majority Voting for Election of Directors
The Board has adopted a policy regarding majority voting for
the election of directors. The policy is described on page 5 of
this Proxy Circular.

Compensation
The Governance and Nominating Committee of the Board
annually reviews directors’ compensation to ensure it is 
competitive and consistent with the responsibilities and risks
involved in being an effective director. Details of directors’
compensation are disclosed on pages 16 to 18 of this Proxy 
Circular. The aggregate annual remuneration payable to all
directors for their services is set out in the Bank’s by-laws. 
Any increase to this total amount requires shareholder approval.
Effective in fiscal 2004, the granting of options under the Non-
Officer Director Stock Option Plan was discontinued.

The Board continues to require a non-management director
to hold the equivalent of six times his/her annual retainer in
either Common Shares or Deferred Share Units, and until a
director achieves this threshold he or she is required to take all
remuneration in the form of Common Shares or Deferred Share
Units. As at January 2, 2007, all non-management directors
were in compliance with these shareholding requirements with
the exception of Dr. Piper. Current holdings by the directors 
of Bank Common Shares and Deferred Share Units are shown
as part of directors’ biographies on pages 7 through 15 of this
Proxy Circular.

The Human Resources and Management Compensation
Committee, composed entirely of “independent” directors, 
is responsible for annually reviewing and approving the com-
pensation for senior executives and making recommendations
to the independent members of the Board, for approval, in
respect of the compensation for the President and Chief Execu-
tive Officer. Details of executive compensation are disclosed on
pages 34 through 42 of this Proxy Circular, and the Report on
Executive Compensation is found on pages 25 through 33. 

The Human Resources and Management Compensation
Committee has the authority to retain consulting firms to 
assist in carrying out the Committee’s responsibilities, including
determining the compensation of the President and Chief 
Executive Officer and other executives. Information relating 
to consultants retained by the Committee and management of
the Bank to assist in determining compensation for executives,
including a brief description of the mandates for which they
have been retained, can be found in the Report of the Human
Resources and Management Compensation Committee on
pages 23 and 24 of this Proxy Circular.

Board Committees
The Board has five Committees: Audit, Conduct Review, Gover-
nance and Nominating, Human Resources and Management
Compensation and Risk Review. The Committees are composed
entirely of “independent” directors. The roles and responsibili-
ties of each Committee are set out in formal written Charters,
the full texts of which can be found on our web site. These
Charters are reviewed annually to reflect best practices as well
as applicable regulatory requirements. 
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Additional information relating to the composition of 
the Audit Committee, the Committee Charter, and the relevant 
education and experience of its members is set out under 
the heading “Audit Committee Information” in our Annual
Information Form dated December 18, 2006. The fees paid to
the Shareholders’ Auditor in the last two fiscal years, which 
are incorporated by reference in the Annual Information Form
from our 2006 Annual Report, can also be found on page 5 of
this Proxy Circular. A report on the activities of the Committee
during 2006, including the names of the Chair and Committee
members, is included on page 19 of this Proxy Circular.

Conduct Review
The Conduct Review Committee is responsible for: setting 
standards of business conduct and ethics for directors, senior
management and employees; overseeing procedures for com-
plying with self-dealing provisions of the Bank Act; monitoring
consumer protection measures and procedures for dealing with
customer complaints and the use and disclosure of personal
customer and employee information. A report on the activities
of the Committee during 2006, including the names of the
Chair and Committee members, is included on page 20 of this
Proxy Circular. 

Human Resources and Management Compensation
The Human Resources and Management Compensation 
Committee is responsible for assisting the Board in ensuring
that human resources strategies support the Bank’s objectives
and sustain shareholder value. Each year the Committee
reviews and assesses the performance of the President and
Chief Executive Officer and prepares the Report on Executive 
Compensation found on pages 25 through 33 of this Proxy 
Circular. In addition to its role in determining executive 
compensation described above, the Committee annually
reviews succession planning for the President and Chief Execu-
tive Officer, including planning in the event of an emergency or
retirement. The Bank’s succession planning process involves:
identifying critical senior leadership roles; assessing the capa-
bilities of our executive officers; developing succession plans
for all executive officer roles; and developing a leadership
“pipeline” comprised of the Bank’s most talented individuals.
Each year the President and Chief Executive Officer reviews 
the executive and senior management talent pools with the
Human Resources and Management Compensation Committee.
This review includes potential successors for the Chief Execu-
tive Officer and other senior executive roles.

The Committee also annually reviews succession planning
for senior management, including development and monitoring
of senior management, and makes recommendations to the
Board on succession planning. The Board appoints all members
of senior management and annually reviews the succession
plans for these positions. A report on the activities of the 
Committee during 2006, including the names of the Chair 
and Committee members, is included on page 23 of this 
Proxy Circular.

Risk Review
The Board, through its Risk Review Committee, considers 
risk issues in the broad context of the Bank’s enterprise-wide
strategic management framework. The Risk Review Committee
approves corporate policies and risk limits that address the
management of the risk and return associated with credit, 
market, liquidity, operational and business risk, and such other
risk management controls as are considered by the Committee
to be appropriate for prudent business practice. The Committee
makes recommendations to the Board as to the exposure limits
and risk-taking authority to be delegated by the Board to the
President and Chief Executive Officer. It also reviews the meth-
ods and procedures established by management for control 
of key risks. A report on the activities of the Committee during
2006, including the names of the Chair and Committee 
members, is included on page 22 of this Proxy Circular.

Assessment of Directors and Board Committee Effectiveness
The Bank has instituted a variety of methods for assessing the
effectiveness of the Board, its Committees, the Chairman, the
Committee Chairs and the individual directors. The results of
the assessments form the basis of recommendations to the
Board for change. 

Annual Assessment of Individual Directors
The Governance and Nominating Committee annually 
conducts a peer evaluation process to provide feedback to 
individual directors on their effectiveness. The survey results
are compiled by an outside consultant to ensure confidentiality.
The survey requires that every director assess the contribution
of each of his or her peers in relation to the standards of 
performance established in the Board Mandate, which sets out
the personal and professional attributes and duties and respon-
sibilities required of each director. The Chairman then meets
with each director to discuss his or her peer assessment. 

Annual Assessment of the Board
The Governance and Nominating Committee also conducts 
an annual evaluation of the effectiveness of the Board. This
evaluation consists of annual one-on-one interviews with the
Chairman as well as written surveys or discussion guidelines.
The evaluation covers the operation of the Board, the adequacy
of information provided to directors, Board structure, agenda
planning for Board meetings, strategic direction and process,
and takes into account the duties and responsibilities enumer-
ated in the Board Mandate.

Annual Assessment of Board Committees
The Governance and Nominating Committee conducts an
annual evaluation of the effectiveness of the Board Committees.
The evaluation process is similar to that for the Board as a
whole. It covers, among other things, the operation of the Com-
mittees, the adequacy of information provided to Committee
members and agenda planning for Committee meetings, and
takes into account the relevant Committee Charters. A separate
evaluation is conducted for each Committee of the Board. 
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Schedule 1 – Statement of Corporate Governance Practices (continued)

We seek to communicate with our shareholders and other
stakeholders through a variety of channels, including our
annual report, proxy circular, quarterly reports, annual infor-
mation form, news releases, web site and industry conferences.
Shareholder feedback is received through one-on-one or group
meetings with institutional shareholders, as well as through
informal surveys conducted by our Investor Relations depart-
ment. Feedback from retail shareholders is generally received
by e-mail or telephone. Shareholder concerns are addressed
promptly by the Investor Relations or Corporate Secretary’s
departments. Wherever possible, appropriate changes are made
in response to these concerns.

Shareholders, employees and other interested parties may
communicate directly with “independent” directors through
the Chairman of the Board by writing to: Chairman of the
Board of Directors, BMO Financial Group, P.O. Box 1, 
First Canadian Place, 100 King Street West, Toronto, 
Ontario M5X 1A1.

Compliance with NYSE Standards
Our governance practices differ significantly in only one
respect from those required of U.S. domestic issuers under the
NYSE standards. The NYSE standards require shareholder
approval of all equity compensation plans and any material
revisions to such plans, regardless of whether the securities to
be delivered under such plans are newly issued or purchased
on the open market, subject to a few limited exceptions. The
TSX rules only require shareholder approval of equity compen-
sation plans that involve newly issued securities. In addition,
the TSX rules require that equity compensation plans that do
not provide for a fixed maximum number of securities to be
issued must have a rolling maximum number of securities to be
issued based on a fixed percentage of the issuer’s outstanding
securities, and must be approved by shareholders every three
years. If the plan provides a procedure for its amendment, the
TSX rules require shareholder approval of amendments only
where the amendment involves a reduction in the exercise
price or an extension of the term of options held by insiders. 

However, the TSX has stated that effective June 30, 2007 
it will no longer permit amendments to be made to equity 
compensation plans unless shareholders approve revised
amendment provisions which specify the circumstances in
which shareholder approval is or is not required for an amend-
ment. In that regard, shareholders will be asked at our annual
meeting on March 1, 2007 to consider a resolution to revise the
amendment provisions of our Stock Option Plan to specify
which amendments require shareholder approval, as summa-
rized on pages 5 and 6 of this Proxy Circular.

Annual Assessment of the Chairman of the Board
The Governance and Nominating Committee also conducts an
annual evaluation of the effectiveness of the Chairman which
takes into account the attributes enumerated in the Chairman’s
position description. The Governance and Nominating Com-
mittee reviews the results with the Board and the Chairman.

Annual Assessment of Committee Chairs
The Governance and Nominating Committee annually 
conducts a peer evaluation to provide feedback to Committee
Chairs on their effectiveness and their contribution to their
respective Committees in relation to the standards of perform-
ance established in the Committee Chair position description.
The Chairman discusses the results with each Committee 
Chair individually.

Strategic Planning
The Board reviews and approves the Bank’s strategic plans. 
In addition to addressing key initiatives, these plans include
details of the opportunities, risks, competitive position, financial
projections and other key performance indicators for each 
of the principal business groups. An annual strategy session
enables directors to gain a fuller appreciation of planning 
priorities and progress being made in relation to the strategic
plans. It also provides an opportunity for directors to give 
constructive feedback to management. Throughout the year,
directors receive strategic updates on the progress of each of
the principal business groups as part of regular Board meetings.

Communication Policy
The Board, through its Risk Review and Audit committees, has
approved a Disclosure Policy covering the timely dissemination
of all material information. The policy, which is reviewed 
annually, establishes consistent guidance for determining what
information is material and how it should be disclosed to avoid
selective disclosure and to ensure that material information is
widely disseminated. The Bank also has a Disclosure Commit-
tee comprised of members of senior management and chaired
by the Chief Financial and Administrative Officer. The Dis-
closure Committee is responsible for reviewing all annual 
and interim filings and ensuring the timely public release of
material information relating to the Bank. Our Chief Financial
and Administrative Officer makes the final determination as 
to what information is material and must be publicly disclosed. 

To support the certifications by the Chief Executive Officer
and Chief Financial and Administrative Officer of the Bank 
on the adequacy of the Bank’s financial disclosure the Bank has
a sophisticated certification process. Each quarter, and on an
annual basis, over 100 of the enterprise’s most senior executives
are required to certify to the Bank’s Chief Accountant whether
they are aware of any potentially material issue that has not
been disclosed in that period’s disclosure documents. All certi-
fications are tailored to the executive’s area of competence,
which the Bank believes reinforces the importance placed on
the individual’s response.




