APPENDIX | ACCOUNTANTS’ REPORT

The following is the full text of a report prepared for the purpose of incorporation in
this prospectus received from the independent reporting accountants of the Company, KPMG
Audit Plc, Chartered Accountants, United Kingdom and KPMG, Certified Public Accountants,
Hong Kong. As described in the paragraph headed “Documents available for inspection” in
Appendix IX to this prospectus, a copy of the accountants’ report is available for inspection.

KPMG KPMG

KPMG Audit Plc KPMG

8th Floor 8th Floor

1 Canada Square Prince’s Building
Canary Wharf 10 Chater Road
London E14 5AG Central

United Kingdom Hong Kong

The Directors

Standard Chartered PLC
Goldman Sachs (Asia) L.L.C
Cazenove Asia Limited

21st October, 2002
Dear Sirs

We set out below our report on the financial information relating to Standard Chartered
PLC (the “Company”) and its subsidiaries (herein after collectively referred to as the
“Group”), in sections | to VI below (the “Financial Information”), including the consolidated
profit and loss account, consolidated cash flow statement, and the consolidated statement of
total recognised gains and losses of the Group for each of the years ended 31st December,
1999, 2000 and 2001 and for the six-month periods ended 30th June, 2001 and 2002 (the
“Relevant Periods”) and the consolidated balance sheet of the Group as at 31st December,
1999, 2000, 2001 and 30th June, 2001 and 2002, for inclusion in the prospectus of the
Company dated 21st October 2002 (the “prospectus”).

The Company is incorporated in the United Kingdom and listed on the London Stock
Exchange. The Company is a holding company co-ordinating the activities of its subsidiary
undertakings which are principally engaged in the business of banking and the provision of
other financial services.

As a company incorporated in the United Kingdom and listed on the London Stock
Exchange, the Company prepares financial statements in accordance with accounting rules
relevant to the United Kingdom and regulations applicable to listed United Kingdom financial
institutions.

KPMG Audit Plc has acted as auditors of the Company and its principal subsidiaries
throughout the Relevant Periods. We have not audited any financial statements of the
companies comprising the Group in respect of any period subsequent to 30th June, 2002.
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The Financial Information has been prepared by the directors of the Company based
on the audited financial statements of the Group prepared under generally accepted
accounting principles in the United Kingdom, on the basis set out in section VI: “Principal
accounting policies”, and after making such adjustments as are appropriate.

The directors of the Company are responsible for preparing the Financial Information,
which gives a true and fair view. In preparing the Financial Information, which gives a true
and fair view, it is fundamental that appropriate accounting policies are selected and applied
consistently, that judgements and estimates are made which are prudent and reasonable and
that the reasons for any significant departure from applicable accounting standards are
stated.

It is our responsibility to form an independent opinion on the Financial Information.

We have examined the audited financial statements of the Group for the Relevant
Periods in accordance with the Auditing Guideline “Prospectuses and the Reporting
Accountant” issued by the Hong Kong Society of Accountants.

In our opinion, the Financial Information referred to above, for the purposes of this
report, and on the basis of preparation set out in section VI below, all adjustments considered
necessary have been made, and the Financial Information gives a true and fair view of the
state of the Group’s affairs as at 31st December, 1999, 2000, 2001 and 30th June, 2001 and
2002, and of its profits and cash flows for the Relevant Periods.
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. CONSOLIDATED PROFIT AND LOSS ACCOUNT

Six months
ended Year ended
30th June, 31st December,
Notes 2002 2001 2001 2000 1999
(in U.S.$ millions)
Interest receivable.........ccccceveeiiiiiiciie, 1 2,553 3,400 6,419 6,905 6,035
Interest payable........ccccooiviiiiiiiiiie 2  (1,011) (1,995) (3,519) (4,225) (3,388)
Net interest income.............ccccccoooiiiiiiiiinneeen. 1,542 1,405 2,900 2,680 2,647
Fees and commissions receivable..................... 553 546 1,135 1,114 942
Fees and commissions payable .............cc......... (77) (69) (158) (226) (233)
Dealing profits and exchange..............cccceeenneee. 3 229 249 470 377 398
Other operating income ..........ccccocoeeiieenineennne 4 38 33 58 116 94
743 759 1,505 1,381 1,201
Net revenue.............ccooocciiiiiiieeee e 2,285 2,164 4,405 4,061 3,848
Administrative expenses:
Staff .o 5 (634)|| (617)]| |(1,241)] [(1,387)| [(1,154)
Premises and equipment............coooviiiiinneeen. 5 (138)|| (150) (285) (302) (278)
OtNer i 5 (315)| | (348) (735) (728) (605)
Depreciation and amortisation .............cccceeeee.... 7 (157)| |_(152) (324) (297) (189)
Total expenses:
104 E¥o o1 s To TR (1,244)|1(1,267) | |(2,585) | [(2,391)| |(2,226)
ReStruCturing ........oocveeeiiiii e — — — (323) —
Total operating expenses..............cccccceeveennee. (1,244) (1,267) (2,585) (2,714) (2,226)
Operating profit before provisions ................ 1,041 897 1,820 1,347 1,622
Provisions for bad and doubtful debts............... 18 (406) (269) (732) (462) (801)
Provisions for contingent liabilities and
COMMIMENTS ...oeiiiiiiieie e (1) — 1 (8) —
Operating profit...........c.occoiiiiiii 634 628 1,089 877 821
Profit on disposal of subsidiary undertakings.... 24 — — — 532 —
Profit before taxation...........c......ccooovveeiirinnnnen. 634 628 1,089 1,409 821
Taxation ....cocceeieii e 9 (201) (218) (378) (377) (241)
Profit after taxation........ccccceeeeiiveiccceeeeeeeee, 433 410 711 1,032 580
Minority interests (equity)......cccccoviiveeeiiiiiiennnnns (17) (6) (12) (6) (23)
Profit attributable to shareholders................. 416 404 699 1,026 557
Dividends on non-equity preference shares...... 10 (56) (12) (68) (24) (26)
Dividends on Shares........ccccccevveiinieninieeenenn. 11 (160)  (145) (474) (424) (392)
Retained profit............cccccccee i 200 247 157 578 139
Basic earnings per Share(¢)......ccccceevvceereeennnnee 12 31.8 34.8 55.9 92.2 50.8
Diluted earnings per Share(g).......cccceevveeeeeennee 12 31.5 34.2 55.4 90.7 50.3
Acquisitions

Grindlays was acquired on 1st August, 2000. MCCL and the Hong Kong-based retalil
banking business of The Chase Manhattan Bank were acquired on 1st November, 2000.
Standard Chartered Bank s.a.l. (formerly Metropolitan Bank of the Lebanon), was acquired
on 28th February, 2000.
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Discontinued operations

The Group disposed of its interests in the Chartered Trust businesses on 31st August,
2000. The 1999 results of discontinued operations are shown in note 24.

Il. CONSOLIDATED BALANCE SHEET

At 30th June, At 31st December,
Notes 2002 2001 2001 2000 1999
Assets (in U.S.$ millions)
Cash and balances at central banks............. 853 1,031 1,004 791 986
Cheques in course of collection .................... 151 141 170 104 56
Treasury bills and other eligible bills ............. 13 4,501 3,227 5,105 3,962 4,376
Loans and advances to banks ...................... 14 20,103 26,967 19,578 23,759 18,470
Securitised loans and advances to
CUSIOMEIS. .. e, 15 — 8 — 10 664
Less: non-returnable proceeds...................... 15 — (8 — (10 (664)
Other loans and advances to customers ...... 16 | 54,883 |52,927| | 53,005| | 51,882|| 46,651
Total loans and advances to customers........ 54,883 52,927 53,005 51,882 46,651
Debt securities and other fixed income
SECUNMLIES .eeveeeieeieieeeee e 21 18,659 14,298 15,971 9,846 8,223
Equity shares and other variable yield
SECUNMLIES .eevvvrreriiiiicieiee e e e ee e eeeees 22 131 95 109 103 62
Intangible fixed assets.......cccccviviiiieininineen. 25 2,201 2,342 2,269 2,327 593
Tangible fixed assets ........ccccccovviieeiiiiiiiennnn. 26 993 970 992 977 970
Other asSets .........ueeveiiiiiiiieieieeeeeeeeeeeeeeeeeeeias 28, 34 9,354 6,697 8,250 7,342 6,335
Prepayments and accrued income................ 988 1,142 1,082 1,342 1,064
Total assets .........cccooeeeeveiiiiiiiiiiien 112,817 109,837 107,535 102,435 87,786
Liabilities
Deposits by banks ........ccccccceieiiiiiiieee e, 29 13,281 14,771 11,688 11,103 8,999
Customer accounts.........cccoeeeeeeeeeeeiiieeeeeieeeens 30 70,178 66,884 67,855 65,037 56,941
Debt securities in iSSUE .......ccevvveeeeevriieenn, 31 3,485 4,983 3,706 4533 4,317
Other liabilities ........eeeeeeeeiiiiiiiiieieeeeeeees 33 11,209 8,547 9,910 9,029 7,471
Accruals and deferred income.........ccccccee..... 1,051 1,227 1,267 1,310 1,198
Provisions for liabilities and charges............. 35 106 270 150 306 77
Subordinated liabilities:
Undated loan capital.........c..cccoeveeennnnen. 36 1,829 1,788 1,804 1,818 1,546
Dated loan capital (including convertible
bonds) ....ovveeeii e, 36 3,767 3,645 3,544 2,715 1,531
Minority interests (equity) ........ccceieeiiiiennnnne. 37 168 80 73 76 112
Called up share capital........c.cccceevieeiiiieeenne 38 876 851 861 719 753
Share premium account ..........cccccceeeeeeeenenennn. 39 2,774 2,742 2,761 1,907|| 1,319
Capital resServe........cccceviieeeiiiiiiiec e 39 5 5 5 — —
Premises revaluation reserve.........cccccc......... 39 60 64 61 65 77
Profit and loss account............coooeevvveererenennen. 39 4,028 3,980 3,850 3,817|| 3,445
Shareholders’ funds (including non-
equity interests) ..........cccccceeviee i, 7,743 7,642 7,538 6,508 5,594
Total liabilities and shareholders’ funds......... 112,817 109,837 107,535 102,435 87,786
Memorandum items
Contingent liabilities:
Acceptances and endorsements............. 45 672 630 704 945 954
Guarantees and irrevocable letters of
(o] (=10 |1 AN 45 12,742 10,933 11,227 9,951 9,521
Other contingent liabilities ...................... 45 3,789 3,303 3,645 3,526 1,053
17,203 14,866 15576 14,422 11,528
CommiItMENtS......vuvveviiiiieeieee e 45 39,144 43,580 42,622 42,848 40,900




APPENDIX | ACCOUNTANTS’ REPORT

lll. CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

Profit attributable to shareholders ..........cccoeeeiiiiiiiieiiiiicee e, 416 404 699 1,026 557
Exchange translation differences:
Arising from change in reporting CUIreNCY .........cccceeviiiieeeenniieeeeenns —_  — —  (434) (113)
L@ {01 ST OTPTT (39) (97) (118) (105) 17
Unrealised net deficit on revaluation of premises...........ccccooeieveennee —  — — — (20)
Total recognised gains and losses relating to the period .................... 377 307 581 487 441

IV. NOTE OF CONSOLIDATED HISTORICAL COST PROFITS AND LOSSES

For the periods ended 30th June, 2002 and 2001 and years ended 31st December,
2001, 2000 and 1999

There is no material difference between the results as reported and the results that
would have been reported on a historical cost basis. Accordingly, no note of historical cost
profits and losses has been included.
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V. CONSOLIDATED CASH FLOW STATEMENT

Six months
ended 30th June, Year ended 31st December,
2002 2001 2001 2000 1999
Notes (in U.S.$ millions)

Net cash inflow from operating activities.................. 40a 960 1,258 6,113 3,623 1,582
Returns on investments and servicing of finance
Interest paid on subordinated loan capital..................... (208) (164) (321) (202) (165)
Subordinated loan capital issue expenses..........c.......... — (12) (12) (29) (6)
Dividends paid to minority shareholders of subsidiary

UNAEMAKINGS ...eeeeeeieeeeiie e s (1) (3) (18) (21) (36)
Dividends paid on preference shares ...........cccccevveenne (57) (11) (41) (24) (26)
Net cash outflow from returns on investments and

servicing of finance................cccoceii e (266) (190) (392) (276) (233)
Taxation
U.K. taXes Paid.......cceeeiiiieiiiiiiiee e (29) (52) (103) (47) (99)
Overseas taxes Paid........ccceeeveeerieeeeiieeeeiee e (154) (198) (417) (252) (272)
Total taxes paid ..............ccceriiiiiii (183) (250) (520) (299) (371)
Capital expenditure and financial investment
Purchases of tangible fixed assets ..........cccoccevviieennnens (99) (115) (283) (238) (354)
Acquisitions of treasury bills held for investment

PUFPOSES ...t eteesie ettt sne e nnee e (5,449) (4,043) (10,383) (10,383) (9,221)
Acquisitions of debt securities held for investment

PUIPOSES ...t etee st e bt e st e st e site s sir e saeesaneenaeen e (15,044) (13,427) (26,356) (12,390) (11,473)
Acquisitions of equity shares held for investment

PUIPOSES ..ttt ettt e e e e s (37) (8) (28) (62) (8)
Disposals of tangible fixed assets 13 16 58 32 24
Disposals and maturities of treasury bills held for

iNVEStMENt PUIPOSES ....ceveeiviiiieeeiiieiee e e e 6,177 4,735 9,138 10,542 9,731
Disposals and maturities of debt securities held for

investment PUIPOSES ........ooouveiieiiiiiieiee e 13,622 8,763 20,562 11,393 9,386
Disposals of equity shares held for investment

PUIMPOSES ....ouiiiiiiiiiiiiiiie i 9 13 17 8 31
Net cash outflow from capital expenditure and

financial investment ................c.ccooii (808) (4,066) (7,275) (1,098) (1,884)
Net cash (outflow)/inflow before acquisitions and

disposals, equity dividends paid and financing ... (297) (3,248) (2,074) 1,950 (906)
Acquisitions and disposals
Purchases of interests in subsidiary undertakings......... 23 — — —  (2,513) (328)
Purchase of subordinated debt in subsidiary

(0o =T g =1 o T [ R — — — (186) —
Disposals of interests in subsidiary undertakings .......... 24 — 2 — 934 —
Purchases of other businesses...........ccccciveeiiiiieiines — — — — (209)
Net cash inflow/(outflow) from acquisitions and

diSPOSAIS .......oooiiiiiee e — 2 —  (1,765) (537)
Equity dividends paid to members of the

COMPANY ... e (308) (298) (442) (240) (246)
Financing
Gross proceeds from issue of ordinary share capital .... 25 15 22 723 645
Issue expenses related to Share issue..........cccccveenneeee. — — — (8) (6)
Gross proceeds from issue of preference share

(o= o] ¢- | SRR PPRRN — 1,000 1,000 — —
Issue expenses related to preference share capital ...... — (31) (31) — —
Gross proceeds from issue of preferred securities......... — 418 421 461 —
Gross proceeds from issue of subordinated loan

CAPIAL oot — 700 700 1,166 1,178
Repayment of subordinated liabilities .............ccccceen.ee. — (3) (204) (18) —
Net cash inflow from financing.................c.ccccocoei. 40d 25 2,099 1,908 2,324 1,817
(Decrease)/increase in cash..............ccccoeeviiieinennnen. 40b (580) (1,445) (608) 2,269 128
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VI. NOTES TO THE FINANCIAL INFORMATION

The Company confirms that the Accountants’ Report includes the Company’s results
for each of the three years immediately preceding the issue of the prospectus (including the
six months ended 30th June, 2001) as well as the six months period ended 30th June, 2002
(as required by Hong Kong Listing Rule 4.04(1)).

PRINCIPAL ACCOUNTING POLICIES

Accounting Convention

The financial information relating to the Group has been prepared under the historical
cost convention, modified by the revaluation of certain fixed assets and dealing positions.

Consolidated Financial Information

The consolidated financial information relating to the Group comprises the accounts of
the Company and its subsidiary undertakings for the six-month periods ended 30th June,
2002 and 2001 and the three years ended 31st December, 2001 and is drawn up in
accordance with applicable Accounting Standards in the United Kingdom and the British
Bankers’ Association’s Statements of Recommended Accounting Practice.

Reporting currency

Commencing on 1st January, 2001, Standard Chartered changed its reporting
currency from Pounds Sterling to U.S. dollars. Since most of the Group’s business is
denominated in U.S. dollars or currencies linked to the U.S. dollar, Standard Chartered
considers that it is most appropriate to prepare its accounts in U.S. dollars. Financial
information as at the dates, and for the periods ended, prior to 1st January, 2001 have been
translated into U.S. dollars using the following bases:

(i) Assets and liabilities have been translated at the rate of exchange between Pound
Sterling and the U.S. dollar applicable on the date of the relevant balance sheet,

as follows:-

E Exchange Rate
(U.S.$ per £1.00)

31st December, 2000 1.491

31st December, 1999 1.620

(ii) Profits and losses and cash flows have been translated at the average exchange
rate between Pound Sterling and the U.S. dollar for the periods in which such
amounts were earned or incurred, as follows:-

Period Exchange Rate
(U.S.$ per £1.00)

Year ended 31st December, 2000 1.516

Year ended 31st December, 1999 1.618

Bad and Doubtful Debts

Provisions for bad and doubtful debts are held in respect of loans and advances,
including cross border exposures. The provisions comprise two elements—specific and
general.
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Provisions against loans and advances are based on an appraisal of the loan portfolio.
Specific provisions are made where the repayment of identified loans is in doubt and reflect
an estimate of the amount of loss expected. The general provision is for the inherent risk of
loan losses which, although they have not been separately identified, are known from
experience to be present in any loan portfolio. The amount of the general provision reflects
past experience and judgements about current conditions in particular locations or business
sectors.

Provisions are made against cross border exposures where a country may experience
or has experienced external liquidity problems and doubts exist as to whether full recovery
will be achieved.

Provisions are applied to write off advances, in part or in whole, when they are
considered wholly or partly irrecoverable.

Interest on loans and advances is accrued to income until such time as reasonable
doubt exists about its collectability; thereafter, and until all or part of the loan is written off,
interest continues to accrue on customers’ accounts, but is not included in income. Such
suspended interest is deducted from loans and advances on the balance sheet.

Debt Securities, Equity Shares and Treasury Bills

Securities, including equity shares and treasury bills, which are intended for use on a
continuing basis in the Group’s activities are classified as investment securities. They include
portfolios of securities held in countries where the Group is required to maintain a stock of
liquid assets. Investment securities are stated at cost less any amounts written off in the
event that their carrying value is not fully recoverable. The cost of dated investment securities
is adjusted to reflect the amortisation or accretion of premiums and discounts on acquisition
on a straight-line basis over the residual period to maturity. The amortisation and accretion of
premiums and discounts are included in interest income.

Securities other than investment securities are classified as dealing securities and are
held at market value. Where the market value of such securities is higher than cost, the
original cost is not disclosed as its determination is not practicable.

Deferred Taxation

Provision is made on the liability basis, for the tax effects arising from all timing
differences which have originated but not reversed at the balance sheet date, to the extent
that they are not identified by FRS19 as specific exclusions from this general principle.

Equipment Leased to Customers and Instalment Credit Agreements

Assets leased to customers under agreements which transfer substantially all the risks
and rewards associated with ownership, other than legal title, are classified as finance leases.
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The balance sheet amount represents total minimum lease payments receivable less
unearned income. Income from finance leases is recognised in the profit and loss account in
proportion to the funds invested. Fixed rate instalment credit agreements are treated in a
similar manner to finance leases.

Lease agreements other than finance leases are classified as operating leases.
Operating leases are included in loans and advances but are treated as fixed assets and
depreciated over the shorter of the lease term and the estimated useful life of the asset. The
profits arising from operating leases are recognised in the profit and loss account on a
straight-line basis over the duration of each lease.

Income arising from the residual interest in instalment credit agreements which have
been sold is credited to the profit and loss account as it accrues. Expenses incurred in
generating this income are deferred and amortised over the duration of the income flow and
in proportion to it.

Foreign Currencies

Assets and liabilities in foreign currencies are expressed in U.S. dollar terms at
rates of exchange ruling on the balance sheet date. Profits and losses earned in foreign
currencies are expressed in U.S. dollar terms at the average exchange rate of each
currency against U.S. dollar during the year. Exchange differences arising from the
balance sheet period end rate and the profit and loss average rate are taken to reserves.
Gains or losses arising from positions taken to hedge such profits and losses are included
in the profit and loss account.

Translation differences arising from the application of closing rates of exchange to
opening net assets denominated in foreign currencies are taken directly to reserves.

Exchange differences arising on the translation of opening net monetary assets and
results of operations in areas experiencing hyper-inflation are included in the profit and loss
account. Non-monetary assets in these areas are not retranslated.

All other exchange differences arising from normal trading activities, and on branch
profit and dividend remittances to the U.K., are included in the profit and loss account.

Off-balance Sheet Financial Instruments

Off-balance sheet financial instruments are valued with reference to market prices and
the resultant profit or loss is included in the profit and loss account, except where the position
in the instrument has been designated as a hedge when the profit or loss resulting from
marking them to market is dealt with in the same way as the accounting treatment applied to
the position hedged.

Retirement Benefits

The Group operates some 50 retirement benefit schemes throughout the world.
Arrangements for retirement benefits for members of staff are made in a variety of ways in
accordance with local regulations and customs. The major schemes, which cover the majority
of scheme members, are of the defined benefit type.
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The pension costs relating to these schemes are assessed in accordance with the
advice of qualified actuaries. The assets of the schemes are generally held in separate funds
administered by trustees.

The cost of providing pensions and other post-retirement benefits for employees is
charged to the profit and loss account over their expected working lives.

Sale and Repurchase Agreements

These are arrangements under which assets are sold by one party to another on terms
that provide for the seller to repurchase the assets in certain circumstances at a later date.

Where the substance of the transaction is that of a secured loan, the sale and any
apparent profit will not be recorded as such in the books of the seller, but the proceeds of
sale will be recorded as a deposit.

Swaps and Sales of Assets

Assets acquired through debt exchange transactions are included in the accounts at
the directors’ assessment of their fair value. Where the asset represents exposure to a
country which is experiencing payment difficulties, it is stated at its principal amount and any
provision required to reduce the exposure to its fair value is included with other provisions of
a like nature.

Profits and losses on sales of assets are calculated by reference to their net carrying
amount, whether at historical cost (less any provisions made) or at a valuation, at the time of
disposal.

Tangible Fixed Assets

Freehold and long leasehold premises (premises with unexpired lease terms of 50
years or more) are included in the accounts at their historical cost or at the amount of any
subsequent valuation. Leasehold premises with no long-term premium value are not
revalued.

Land is not depreciated. Freehold premises are amortised on a straight-line basis over
their estimated residual lives. Leasehold premises are amortised over the remaining term of
each lease on a straight-line basis.

Equipment, including fixed plant in buildings, computers and capitalised software
development expenditure, is stated at cost and is depreciated on a straight-line basis over its
expected economic life, which is six years on a weighted average basis.

Intangible Fixed Assets

Any purchased goodwill is capitalised and amortised to nil, on a straight-line basis,
over its estimated useful life. The amortisation period of capitalised goodwill is up to 20 years,
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being the period over which the Group expects to derive economic benefit from the assets.
Purchased goodwill arising on consolidation in respect of acquisitions before 1st January,
1998 was written off through reserves in the year of acquisition and has not been restated.
Any goodwill previously written off through reserves is charged through the profit and loss

account in the year of disposal.

Fees and Commissions

Fees or commissions which represent a payment for a service provided in setting up
a transaction are credited to the profit and loss account once they are receivable.

Fees or commissions which in substance amount to an additional interest charge are
recognised over the life of the underlying transaction on a level yield basis.

1. INTEREST RECEIVABLE

Six months
ended Year ended
30th June, 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Balances at central banks..........cooooevvveeiiiiiiiiiee e, 2 3 7 5 2
Treasury bills and other eligible bills...........c.ccccovvriennne 126 121 253 314 380
Loans and advances to banks.........cccceeeeviiiveveiiieieeennnnn. 364 687 1,172 1,523 1,061
Loans and advances to CUStOMEers .........ccevvvveeeeerenvnnnnnn. 1,692 2,195 4,211 4,452 4,184
Listed debt SECUNtiIeS .......coevevveeeeiieieeee e, 225 189 377 165 165
Unlisted debt securities ........c.uueeiiiiieeiceieiiiieeee e, 144 205 399 446 243
2,553 3,400 6,419 6,905 6,035
2. INTEREST PAYABLE
Six months
ended Year ended
30th June, 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Deposits by DanKs ........ccoeviiiiiiiiiiee e 221 450 649 748 553
Customer accounts:
Current and demand accounts.............cccevvvvvvevevnnnns 75 209 374 560 447
Savings deposits ........cccevieiiiiiie i 53 72 131 132 120
Time deposSitS ......cooeieeieieeeeeeee 490 965 1,783 2,222 1,851
Debt securities in iSSUE ........coevvveeieiiiiiiiieieeeeecceeeeeeeeae, 53 134 238 299 252
Subordinated loan capital:
Wholly repayable within 5 years ..........cccccoccveveennne. — 15 24 18 23
(0 (1= 119 150 320 246 142
1,011 1,995 3,519 4,225 3,388
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3. DEALING PROFITS AND EXCHANGE

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

Income from foreign exchange dealing.........ccccocovviiierinieeriienene 162 193 374 325 353
Profits less losses on dealing securities ..........ccccccvvveeeercieeiineene 22 25 22 26 27
Other dealing profits and exchange...........ccccocviiiiie e, 45 31 74 26 18

220 249 470 377 398

4. OTHER OPERATING INCOME

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

Other operating income includes:
Share of profits arising on securitised instalment credit

agreements (NOtE 15) ....occeiiiiiiiiiiee e —  — — 26 39
Profits less losses on disposal of investment securities........ 19 7 23 11 5
Dividend iINCOME ... ..ciiiiiiiiiee e 4 2 3 6 10

5. ADMINISTRATIVE EXPENSES
Six months
ended
30th June, Year ended 31st December,
2002 2001 2001 2000 1999

Total Total Total On-going Restructuring Total Total
(in U.S.$ millions)

Staff costs:
Wages and salaries .........ccccceeveeiieeerineeene 503 520 1,011 923 — 923 880
Social security COStS .......ccuveiiiiiiiiiiiiien, 18 18 35 38 — 38 34
Other pension costs (note 6)...........cceeuneee 35 27 54 47 3 50 51
Other staff costs........coocecvriiiiiiiieeee s 78 52 141 155 221 376 189
634 617 1,241 1,163 224 1,387 1,154
Premises and equipment expenses:
Rental of premises.......ccccceeviviciieeeeiiciieeenn. 73 75 149 156 — 156 167
Other premises and equipment costs.......... 57 67 118 105 23 128 94
Rental of computers and equipment ........... 8 8 18 18 — 18 17
138 150 285 279 23 302 278
Other expenses.......ccoeevceiriciee e 315 348 735 697 31 728 605
Total administrative expenses .............. 1,087 1,115 2,261 2,139 278 2,417 2,037

I-12



APPENDIX | ACCOUNTANTS’ REPORT

Other expenses in the year ended 31st December, 2001 include U.S.$4.6 million (2000:
U.S.$4.4 million; 1999: U.S.$4.4 million) in respect of auditors’ remuneration for the Group of
which U.S.$0.4 million (2000: U.S.$0.5 million; 1999: U.S.$0.3 million) relates to the Company.

The fees paid to the Group’s auditors, KPMG Audit Plc, in respect of work performed
on the Hong Kong Stock Exchange listing totalled U.S.$3.8 million.

6. RETIREMENT BENEFITS

The total charge for benefits under the Group’s retirement benefit schemes was
U.S.$35 million for the six months ended 30th June, 2002 (six months ended 30th June,
2001: U.S.$27 million) (year ended 31st December, 2001: U.S.$54 million; 2000: U.S.$50
million; 1999: U.S.$51 million), of which U.S.$24 million (six months ended 30th June, 2001:
U.S.$18 million) (year ended 31st December, 2001: U.S.$32 million; 2000: U.S.$38 million;
1999: U.S.$39 million) was for defined benefit pension schemes, U.S.$10 million (six months
ended 30th June, 2001: U.S.$8 million) (year ended 31st December, 2001: U.S.$20 million;
2000: U.S.$9 million; 1999: U.S.$10 million) was for defined contribution pension schemes
and U.S.$1 million (six months ended 30th June, 2001: U.S.$1 million) (year ended
31st December, 2001: U.S.$2 million; 2000: U.S.$3 million; 1999: U.S.$2 million) was for
post-retirement benefits other than pensions.

The financial position of the Group’s principal retirement benefit scheme, the Standard
Chartered Pension Fund (the “Fund”) (a defined benefit scheme) is assessed in the light of
the advice of an independent qualified actuary. The most recent actuarial assessment of the
Fund, using the projected unit method, was at 31st December, 2000. The assumptions having
the most significant effect on the outcome of the valuation were:

Financial assumptions

Return from investments held for pensioners..........ccccccviveeeeeieeeecccecne 4.5% per annum
Return from investments held for non-pensioners before retirement......... 6.5% per annum
Return from investments held for non-pensioners after retirement............ 5.5% per annum
General iNCrease iN SAlAMES .........ueviiieeee i 5.0% per annum
Increase in pensions:

IN AEFEIMENT....oi i e e e e e e e e e ennnenes 2.5% per annum

(where applicable)
In payment (pre April 1997 service)(discretionary increases only;

guaranteed increases assumed to be Nil)......ccccooociiiinic, 2.5% per annum
(excepting GMP element)
In payment (post April 1997 SEIVICE) .....ccuuuriiiiieeeeiiieccieeieee e e 2.5% per annum

Applying these assumptions, at the valuation date, the market value of the assets of
the Fund (U.S.$1,110 million) was sufficient to cover 116% of the benefits that had accrued
to members (98% including the allowance for discretionary benefit increases). The Group is
paying additional contributions of U.S.$3.3 million per year over a period of ten years to
ensure future discretionary increases are fully covered.

Pension costs for the purpose of these accounts were assessed using the same
method, but the assumptions were different in several respects. In particular, the return from
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investments held for non-pensioners was 7% per annum before retirement and 6% per
annum after retirement, and the mortality table used for members who had not yet retired was
reappraised.

During the six months ended 30th June, 2002, payments of U.S.$8 million (six months
ended 30th June, 2001: U.S.$6 million) (year ended 31st December, 2001: U.S.$11 million;
2000: U.S.$23 million; 1999: U.S.$24 million) were made to the Fund and the charge in these
accounts for pension costs attributable to the Fund was U.S.$6 million (six months ended
30th June, 2001: U.S.$3 million) (year ended 31st December, 2001: U.S.$3 million; 2000:
U.S.$14 million; 1999: U.S.$16 million). This was made up of a regular cost of U.S.$6 million
(six months ended 30th June, 2001: U.S.$4 million) (year ended 31st December, 2001:
U.S.$9 million; 2000: U.S.$17 million; 1999: U.S.$19 million) and a credit of U.S.$nil (six
months ended 30th June, 2001: credit of U.S.$1 million) (year ended 31st December, 2001:
credit of U.S.$6 million; 2000: credit of U.S.$3 million; 1999: credit of U.S.$3 million) being
the annual cost of spreading the surplus, using the straight-line method over a 10 year period
(2001: 10 year period; 2000: 11.2 year period; 1999: 11.2 year period). There were no
material charges in respect of benefit improvements.

With effect from 1st July, 1998 the Fund was closed to new entrants and all new
employees are offered membership of a new, defined contribution scheme.

Charges to the profit and loss account in the six months ended 30th June, 2002 in
respect of other U.K. pension schemes amounted to U.S.$3 million (six months ended
30th June, 2001: U.S.$3 million) (year ended 31st December, 2001: U.S.$7 million; 2000:
U.S.$6 million; 1999: U.S.$6 million).

The actuarial positions of the Group’s principal overseas defined benefit pension
schemes have been assessed at various dates since 30th June, 1998 by independent
qualified actuaries. The total market value of the assets of the schemes at their respective
assessment dates was U.S.$207 million, and the total actuarial value of these assets was
sufficient to cover 95% of the benefits that had accrued to members after allowing for
expected future increases in earnings. Within this total, there were schemes which had
deficits amounting to U.S.$12 million.

The total charge to the profit and loss account in the six months ended 30th June,
2002 for all overseas schemes was U.S.$26 million (six months ended 30th June, 2001:
U.S.$21 million) (year ended 31st December, 2001: U.S.$44 million; 2000: U.S.$30million;
1999: U.S.$28 million) of which U.S.$18 million (six months ended 30th June, 2001: U.S.$14
million) (year ended 31st December, 2001: U.S.$29 million; 2000: U.S.$24 million; 1999:
U.S.$23 million) was for defined benefit schemes, U.S.$7 million (six months ended 30th
June, 2001: U.S.$6 million) (year ended 31st December, 2001: U.S.$13 million; 2000: U.S.$3
million; 1999: U.S.$3 million) was for defined contribution schemes and U.S.$1 million (six
months ended 30th June, 2001: U.S.$1 million) (year ended 31st December, 2001: U.S.$2
million; 2000: U.S.$3 million; 1999: U.S.$2 million) was for post-retirement benefits other than
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pensions. The charge of U.S.$26 million comprises a regular cost of U.S.$24 million and a
net charge of U.S.$2 million in respect of the spreading of other surpluses and deficits. The
charges have the effect of eliminating the U.S.$12 million of scheme deficits over no more
than 10 years.

Provisions for liabilities and charges (note 35) includes U.S.$24 million (at 30th June,
2001: U.S.$40 million) (at 31st December, 2001: U.S.$27 million; 2000: U.S.$41 million;
1999: U.S.$36 million) representing the excess of the accumulated amount charged against
the Group’s profits in 2002 and previous years in respect of pension costs compared with the
contributions paid into the schemes concerned, together with U.S.$12 million (at 30th June,
2001: U.S.$12 million) (at 31st December, 2001: U.S.$12 million; 2000: U.S.$13 million;
1999: U.S.$8 million) representing provisions for post-retirement benefits other than
pensions.

The disclosures required under the transitional arrangements within Financial
Reporting Standard 17 ‘Retirement Benefits’ (“FRS 17”) have been calculated by qualified
independent actuaries based upon the most recent full actuarial valuations updated to
30th June, 2002. (The effective date of the full valuations range between 31st July and
31st December, 2000.)

The financial assumptions used at 30th June, 2002 were:

Overseas
Pension Post Retirement
U.K. Fund Schemes() Medical®@

Rate of price inflation ... 2.70% 1.50 - 3.50% 2.00%
Rate of increase in salaries .......ccccccceeeeiiiiiiiiiiieieeeee, 520% 4.25-7.00% 4.25%
Rate of increase in pensions ... 2.70% 2.50 - 3.00% n/a
D1 ETeo 10 oL A = | (< 5.90% 5.75-12.00% 7.25%
Expected return on assets (aggregate) .........ccoceevveerrieeennne 6.00% 7.00 - 12.00% n/a
Post retirement medical trend rate..........ccceevvvveiveieeiieiieinnnnn. n/a n/a 12% in 2001,

decreasing by
1% increments
to 5% in 2008

Notes:

(1) The range of assumptions shown are in respect of Hong Kong, India, Jersey, Kenya and the U.S. They do not include
those assumptions used for Zimbabwe as they lie well outside these ranges.

(2) These values only cover the Post Retirement Medical Plan in the U.S.

The assets in the schemes at 30th June, 2002 were:

Overseas Post
Pension Retirement
U.K. Fund Schemes Medical
(in U.S.$ millions)
EQUItIES e 260 122 n/a
[270) o To L= 798 74 n/a
PrOPEIY ... 2 2 n/a
(1 1= TR 43 8 n/a
Total market value of aSSetS.......ccceeeeeeeieiiieiieeeieeeeeeeee e 1,103 206 n/a
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The following amounts at 30th June, 2002 were measured in accordance with FRS17:

Overseas Post
Pension Retirement
U.K. Fund Schemes Medical
(in U.S.$ millions)
Total market value of the schemes’ assets.......cccccceveeiiiiiiiinnens 1,103 206 —
Present value of the schemes’ liabilities ............cccoeeiiiiies (1,152) (275) (13)
Surplus/(deficit) recognised in balance sheet ...........ccccceevineeen. (49) (69) (13)
Related deferred tax (liabilities)/asset .........cocccvevvicieeeiiiiiieenenns 15 21 4
Net pension asset/(liability).........ccoooriieiiiini (34) (48) (9

If the above amounts had been recognised in the accounts, the Group’s net assets
and profit and loss account reserve at 30th June, 2002 would be as follows:
U.S.$ millions

Net assets excluding PeNSION @SSELS .......coui i 7,743
PeNSION ALY ...cooiieiieee e e e e s e e s ee e

Net assets inCluding PENSION @SSES .......cciiiiiiiiiiiiiiiee e

Profit and loss account excluding pension asset ...
PeNSION HADITILY ...cceiieeieeeee e e e s e e s e e e e

Profit and (0SS @CCOUNT.........uueiiiiiieie e e e e e e e e e b e e e e s ee e e e e eeaaaaans

Hp‘ PHN‘
Ol Q| |w©
@ o || o
NJIcoln 2

7. DEPRECIATION AND AMORTISATION

Six months
ended
30th June, Year ended 31st December,
2002 2001 2001 2000 1999

On-
Total Total Total going Restructuring Total Total

(in U.S.$ millions)

[CToTo Lo 171 68 68 140 71 — 71 35
PremiSes. ... e 21 21 55 36 — 36 31
Equipment........ccooiiiii e ﬁ E @ ﬁ 4_5 @ E

157 152 324 252 45 297 189

8. DIRECTORS AND OFFICERS

Directors’ Emoluments

Details of Directors’ pay and benefits are disclosed in the paragraph headed Directors’
remuneration in the section headed “Directors, Senior Management and Staff’ of this
prospectus, and Directors’ interests in shares are disclosed in paragraph 5(B) in Appendix
VIII to this prospectus.
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Transactions with Directors, Officers and Others

As at 30th June, 2002, the total amounts to be disclosed under the Companies Act
1985 about loans to directors and officers were as follows:

Six months
ended 30 June, Year ended 31st December,
2002 2001 2000 1999

Number (U.S.$) Number (U.S.$) Number (U.S.$) Number (U.S.$)
(in thousands, except numbers)

Directors ......ooeeeeeiiieeceeeeeeeeeee, 1 10 3 17 2 19 2 16
OfficersM...u.iiiiiieeieeeeeeee e, g 4,718 Z 5,189 § 7,629 E 4,123
Note:

(1) For this disclosure, the term “officers” means band 1 senior management.

There were no other transactions, arrangements or agreements outstanding for any
director, connected person or officer of the Company which have to be disclosed under the
Companies Act 1985 or the rules of the U.K. Listing Authority.

9. TAXATION
Analysis of taxation charge in the period
Six months
ended Year ended
30th June, 31 December,

2002 2001 2001 2000 1999
(in U.S.$ million)

The charge for taxation based upon the profits for the period

comprises:
U.K. Corporation Tax at 30% (2001: 30%; 2000: 30%; 1999: 30.25%)
Current tax on income for the period ..........cccceeivi i, 130 106 207 214 134
Adjustments in respect of prior periods.........ccccoeueeeiiiiiiiei e (1 — (2) (3 1
Double Taxation Relief..........cccccuiiiiiiiiie e (90) (75) (179) (150) (83)
Foreign Tax
Current tax on income for the period ..........cccoeriiiiiiiiiieee e, 183 174 345 342 181
Adjustments in respect of prior Periods.........cccoceieeiiiiiene i (1) 8 (15 15 (18)
Total CUITENT 18X ..eveeiiiieeeee e 221 213 356 418 225
Deferred Tax
Origination/reversal of timing differences.........ccccccoviiieiiiiiiiiieee (200 5 22 (41) 16

(20 5 22 _(41) 16

Tax on profits on ordinary activities...........ccceveiee i 201 218 378 377 241

There is no tax chargeable against the profit on sale of subsidiary undertakings of
U.S.$532 million recognised in the year ended 31st December, 2000.

Overseas taxation includes taxation on Hong Kong profits of U.S.$21 million (six
months ended 30th June, 2001: U.S.$39 million) (year ended 31st December, 2001: U.S.$90
million; 2000: U.S.$63 million; 1999: U.S.$36 million). Subsidiary undertakings in Hong Kong
provide for Hong Kong profits tax at the rate of 16% (2001: 16%; 2000: 16%; 1999: 16%) on
the profits for the year assessable in Hong Kong.
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Factors affecting the taxation charge for the current period

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ million)

The current taxation charge for the period is higher (six months
ended 30th June, 2001: higher) (year ended 31st December,
2001: higher; 2000:lower; 1999:lower) than the standard rate
of corporation tax in the U.K., 30% (2001:30%; 2000:30%;
1999:30.25%) The differences are explained below

Current tax reconciliation

Profit on ordinary activities before taxation............c.coccceiiiininins 634 628 1,089 1,409 821

Current tax at 30% (1999:30.25%) ..uvvveeveiiieiiiee e 190 188 327 423 248
Effects of:

Goodwill amortisation not deductible for tax purposes................... 20 19 41 17 —
Higher taxes on overseas €arnings ........ccccccceeeeeeeeeeeicinieneeeeeeeeenn 17 8 24 32 30
Tax relief on share option schemes........ccccccveeeiiiiiiicciiiiicceeeee, 9 @ (11) 4) (3)
Capital allowances for the period in excess of depreciation .......... 1 3 — 20 (17)
Overseas losses not relievable against U.K. taX ........cccccceveeinnneen. 14 12 38 62 9
Adjustments to tax charge in respect of previous periods.............. (5) (8) (45) 6) (12)
Tax free disposal of Chartered Trust Group .......ccccccvveeeereeeeeiiiinns —_- — — (166) —
Malaysia TaxXx WaIVET .......coooiiiiiiiiiiiiiee e — — (31)
L0101 g1 (=Y 1= RS B) () (18) 40 1

Total current taxation charge (see above) 221 2183 356 418 225

The factor most likely to affect the future taxation charge is the incidence of profits in
high tax jurisdictions.

10. DIVIDENDS ON NON-EQUITY PREFERENCE SHARES

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

Non-cumulative irredeemable preference shares:

7%% preference shares of £1 €ach......cccceeevviiieiiiiiiee e, 6 5 11 12 13
814% preference shares of £1 each......ccccceevviiiiiiiiiee s 6 6 12 12 13
Non-cumulative redeemable preference shares:

8.9% preference shares of U.S.$5 each..........cccceccveveviceecercnennn, 44 1 45 — —
56 12 68 24 26
11. DIVIDENDS ON ORDINARY EQUITY SHARES
Six months ended 30th June, Year ended 31st December,
2002 2001 2001 2000 1999

Cents Amount Cents Amount Cents Amount Cents Amount Cents Amount
per Share (U.S.$) perShare (U.S.$) perShare (U.S.$) perShare (U.S.$) perShare (U.S.$)

(in millions, except for Cents per share)
Interim paid... 14.10 160 12.820 145 12.820 145 11.651 126 10.921 115
Final paid ...... — — — 20100 329 26454 298 26.046 277

1410 160 12.820 145 41920 474 38.105 424 36967 392
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12. EARNINGS PER SHARE

Six months ended 30th June,

2002 2001
Average Average
number of Amount number of Amount

Profit (in Shares (in per Profit (in Shares (in per
millions) thousands) Share millions) thousands) Share

(U.S.$) (¢) (US.S$) ()
Basic earnings per Share

Profit attributable to ordinary shareholders................. 360 1,131,734 31.8 392 1,127,853 34.8
Effect of dilutive potential Shares

Convertible bonds ........cooooviiieieiieie e, 8 34,488 8 34,488

L0 0] 1] 1= SRR — 2,978 — 5,907
Diluted earnings per Share ........ccccccevveeeeeeeiiccciiieeeenn. 368 1,169,200 31.5 400 1,168,248 34.2

Year ended 31st December,
2001 2000 1999

Average Average Average

number of Amount number of Amount number of Amount
Profit (in Shares (in per Profit (in Shares (in  per Profit (in Shares (in per
millions) thousands) Share millions) thousands) Share millions) thousands) Share

(U.S.9) (¢) (USS9) (¢) (USS9) (¢)
Basic earnings per Share
Profit attributable to
ordinary shareholders........ 631 1,128,407 55.9 1,002 1,086,619 92.2 531 1,046,182 50.8
Effect of dilutive potential
Shares
Convertible bonds................ 34,488 14 25,866 —

16 —
Options......cooevcccieieeeeeee, — 4,478 — 7,009 — 10,086
Diluted earnings per Share.. 647 1,167,373 55.4 1,016 1,119,494 90.7 531 1,056,268

a0
o
w

Normalised earnings per Share

Standard Chartered measures earnings per share on a normalised basis. The
following table shows the calculation of normalised headline earnings per share, i.e. based
on the Group’s results excluding the profit on disposal of subsidiary undertakings and the
charge for restructuring.

Six months
ended Year ended
30th June, 31st December,
2002 2001 2001 2000 1999

(in U.S.$ millions, unless
otherwise specified)

Profit attributable to shareholders after preference

IVIAENAS ... 360 392 631 1,002 531
Amortisation of goodWill ..........cc.eeeiiiiiiiiii e 68 68 140 71 35
Profits less losses on disposal of investment securities.......... 19) (@) (23) (11) (5)
Profit on disposal of subsidiary undertakings ............ccccceeenneee. — — — (532) —
Restructuring Charge .........ccueeeviiiiieeieee e — — — 323 —
Tax credit relating to restructuring charge............cccoeeeeriinneenn. — — — (81) —
Normalised earnings..............ccocceeiiieiiiiie e 409 453 748 772 561
Normalised earnings per Share (¢) ............ccccceeevvvieeeeeeneen. 36.1 40.2 66.3 711 53.7
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13. TREASURY BILLS AND OTHER ELIGIBLE BILLS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Dealing SECUNMEIES .......cooiieeeeee e 160 155 144 179 119
INVESTMENT SECUNLIES oeveiiieeeeee e 4,341 3,072 4,961 3,783 4,257
Total treasury bills and other eligible bills...........ccccccciiieennnenn. 4501 3,227 5,105 3,962 4,376

The estimated market value of treasury bills and similar securities held for investment
purposes amounted to U.S.$4,346 million (at 30th June, 2001: U.S.$3,072 million) (at 31st
December, 2001: U.S.$4,973 million; 2000: U.S.$3,783 million 1999: U.S.$4,257 million)

Treasury bills and other eligible bills include U.S.$151 million (at 30th June, 2001:
U.S.$18 million) (at 31st December, 2001: U.S.$5 million; 2000: U.S.$106 million 1999:
U.S.$nil) of bills sold subject to sale and repurchase transactions.

The change in the book amount of treasury bills and similar securities held for
investment purposes comprised:

Six months ended 30th June, 2002

Amortisation
of discounts/
Historical cost premiums Book amount

(in U.S.$ millions)

At st January, 2002 ........ooooiiiiiieiiiiee e 4,972 (11) 4,961
Exchange translation differences..........ccccooiieiiiiiniiiineen, 87 — 87
oo [ U1 (o] o = 5,449 — 5,449
Maturities and diSpOSalS..........cccevccuviiiiiiiiee e (6,177) — (6,177)
Amortisation of discounts and premiums.........ccccceevveeeeeiiinnes — 21 21
At 30th June, 2002.........cooeeeee e 4,331 10 4,341

Six months ended 30th June 2001

Amortisation
of discounts/
Historical cost premiums Book amount

(in U.S.$ millions)

At 1st January, 2007 .......cooiiiiiiiiiee e 3,803 (20) 3,783
Exchange translation differences..........ccccocieiiiiiieiiiiiineen, (22) — (22)
ACQUISTEIONS .ot 4,043 — 4,043
Maturities and diSpOSals..........coocuieeiiiiiiiie e (4,730) (5) (4,735)
Amortisation of discounts and premiums..........ccccceeeviiieeeennne — 3 3
At 30th June, 2007 ......oeiiiiiie e 3,094 (22) 3,072

Year ended 31st December, 2001

Amortisation
of discounts/
Historical cost premiums Book amount

(in U.S.$ millions)

At 1st January, 2007 .......oooiiiiiiiie e 3,803 (20) 3,783
Exchange translation differences..........ccccoocieiiiiiieiiiiiinenn, (86) — (86)
ACQUISIEIONS .ot 10,383 — 10,383
Maturities and diSpOSals..........coocuiieiiiiiiiie e (9,128) (10) (9,138)
Amortisation of discounts and premiums..........ccccceeevviieeeenns — 19 19
At 31st December, 2007 .......cceiiiiiieiiiee e 4,972 (11) 4,961
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Year ended 31st December, 2000

Amortisation
of discounts/
Historical cost premiums Book amount

(in U.S.$ millions)

At 1st January, 2000 ........coooiiiiiiiiiee e 4,296 (39) 4,257
Exchange translation differences..........ccccoocvieiiiiiiieiiiiiinenn, (337) 4 (333)
ACQUISITIONS ... 10,383 — 10,383
Maturities and diSpoSals..........ccveeveriiiiiiiinieee e (10,539) (3) (10,542)
Amortisation of discounts and premiums..........ccccceeeviiieeeenns — 18 18
At 31st December, 2000 ........cccooviueeeiiiieeiiee e 3,803 (20) 3,783

Year ended 31st December, 1999

Amortisation
of discounts/
Historical cost premiums Book amount

(in U.S.$ millions)

At 1st January, 1999 ... 4,777 (53) 4,724
Exchange translation differences ..........ccccoocieiiiiiiiiiiniiienn, (112) (1) (113)
ACQUISTIONS .ot 9,339 — 9,339
Maturities and diSpoSals..........ccveeiiriiiiiiiiire e (9,718) (13) (9,731)
Amortisation of discounts and premiums..........ccccceeevriieeeenns — 39 39
Other . 10 (11) (1)
At 31st December, 1999 ... 4,296 (39) 4,257

At 30th June, 2002, unamortised discounts on treasury bills and similar securities held
for investment purposes amounted to U.S.$25 million (at 30th June, 2001: U.S.$23 million)
(at 31st December, 2001: U.S.$19 million; 2000: U.S.$21 million; 1999: U.S.$34 million) and
there were U.S.$4 million (at 30th June 2001: U.S.$1 million) unamortised premiums (at
31st December, 2001: U.S.$3 million; 2000: U.S.$2 million; 1999: U.S.$2 million).

14. LOANS AND ADVANCES TO BANKS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Repayable on demand..........ccccocoveeiiiiiieeieiniieenn, 2,198 1,664 2,545 3,487 1,264
With a residual maturity of:
3 months Or [€SS.....uuviiiiiiiiiii e 10,970 16,956 9,082 12,799 11,405
Between 3 months and 1 year..........ccccecn.ee. 5,993 7,199 6,795 5,965 5,072
Between 1 and 5 years........ccccceeeeviiieneennne, 527 723 775 1,159 442
OVEr 5 YEAIS....ueiiiiiiiiiiee et 528 439 418 361 305
20,216 26,981 19,615 23,771 18,488
Provisions for bad and doubtful debts (note 18).... (110) (14) (37) (12) (18)
Interest iN SUSPENSE ......covvviieiiiiiiieee e (3) — — — —

20,103 26,967 19,578 23,759 18,470

Loans and advances to banks include balances with central banks and other
regulatory authorities amounting to U.S.$1,277 million (at 30th June, 2001: U.S.$1,250
million) (at 31st December, 2001: U.S.$1,288 million; 2000: U.S.$1,127 million; 1999:
U.S.$956 million) which are required by local statute and regulation.
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15. SECURITISED LOANS AND ADVANCES TO CUSTOMERS
At
30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Securitised instalment credit agreements ...........ccccceviiiiiiieenen, —_ — — — 648
Securitised Hong Kong residential mortgage receivables............. — 8 — 10 16
— 8 —

10 664

Debts subject to financing arrangements relate to securitised instalment credit and
mortgage receivables as described below. In accordance with Financial Reporting Standard
5, the agreements have been shown on the balance sheet under the linked presentation
method. The amounts shown on the balance sheet represent the gross asset values
securitised less the remaining amount of the floating rate notes which were issued to finance
the acquisition of the securitised receivables.

On 31st August, 2000, the Group disposed of its investment in Chartered Trust. Details
of securitised instalment credit agreements entered into by Chartered Trust and included in
the Group’s balance sheet as at 31st December 1999 are given in the Group’s 1999 Annual
Report and Accounts.

In 1994, a subsidiary undertaking, Standard Chartered Bank, sold HK$1,000 million
(U.S.$129 million) of Hong Kong residential mortgage receivables to a special purpose
company, Mortgaged Asset Receivables Securitisation (1) Limited (“MARS”). MARS funded
the purchase by issuing HK$1 billion of notes secured on the mortgages. MARS is owned by
a Bermuda trust, MARS Trustee (Pvt.) (Bermuda) Limited.

When MARS has met all its operational expenses and its obligations to redeem the
notes, Standard Chartered Bank is entitled to receive any surplus generated from the
mortgages. Standard Chartered Bank is also entitled to receive origination and servicing fees.
The payment of these fees takes priority over MARS’ obligations to its noteholders. There are
no interest swap or cap arrangements between MARS and the Group, nor are there any
provisions whereby additional assets can be transferred to MARS, except where the trustee
for the noteholders determines that the original qualifying criteria for the mortgages sold to
MARS have not been met, in which case qualifying assets must be substituted.

Neither the Company nor any of its subsidiaries or associates are obliged to support
any losses which might arise from any asset securitised under the arrangements described
above, nor does it or any other Group company intend to do so. The noteholders have agreed
in writing, in the financing documentation, that they will seek repayment of the notes, as to
both the principal and interest, only to the extent that sufficient funds are generated by the
assets securitised and that they will not seek recourse in other form. The Group has no
interest in the share capital of any of the purchasers of the securitised assets or of the trustee
companies responsible for the collection of the related receivables.

The terms of each of the transactions entered into meet the conditions for disclosure
using a linked presentation as specified in Financial Reporting Standard 5. The amounts
shown on the balance sheet under the linked presentation represent the gross asset values
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securitised, and the amount of the notes outstanding which were issued to finance the
acquisition of the securitised assets.

16. OTHER LOANS AND ADVANCES TO CUSTOMERS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Repayable 0N demand ..........cocuiiiiiiiiiiiieee e 6,522 6,002 4,345 6,465 7,052
With a residual maturity of:
B MONNS OF I8SS ...ttt e s 12,640 15,695 14,883 14,551 13,153
Between 3 months and 1 Year.........ccoviiiiiiiiiiiiecc e 10,359 7,150 8,570 7,631 6,049
Between 1 and 5 YEarS .....ccuieiiiirieierieeesee et 10,266 11,097 10,466 10,189 8,913
OVEIE 5 YBAIS.....iiiieeitieee sttt ettt nesre e sne e s s 16,622 14,744 16,348 14,970 13,761
56,409 54,688 54,612 53,806 48,928
Specific provision for bad and doubtful debts (note 18) ........cccceveeriiiiiiiieiiennne (840) (1,009) (914) (1,134) (1,501)
General provision for bad and doubtful debts (note 18)........ccccevcvveiiceeencienenee (468) (467) (468) (468) (439)
Interest in suspense (N0t 19) .......oiciiiiiiiii e e (218) (285) (225) (322) (337)

54,883 52,927 53,005 51,882 46,651

There are loans of U.S.$4 million (at 30th June, 2001: U.S.$nil) (at 31st December,
2001: U.S.$4 million; 2000: U.S.$nil; 1999: U.S.$3 million) which are subordinated to the
claims of other parties.

The Group’s exposure to credit risk is concentrated in Hong Kong and the Asia Pacific
region. The Group is affected by the general economic conditions in the territories in which it
operates. The Group sets limits on the exposure to any counterparty, and credit risk is spread
over a variety of different personal and commercial customers. The Group has outstanding
residential mortgage loans to Hong Kong residents of approximately U.S.$12.8 billion (at
30th June, 2001: U.S.$12.3 billion) (at 31st December, 2001: U.S.$12.6 billion; 2000:
U.S.$12.1 billion; 1999: U.S.$10.4 billion).
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The following table shows loans and advances to customers by each principal

category of borrower’s business or industry:
At 30th June,

2002 2001
More More
One One than One One than
year or to five five year or to five five
less years years Total less years years Total

Loans to individuals: (in U.8.$ millions)

MOragEeS....ccevvieeee e 2,914 3,989 13,156 20,059 2,558 3,613 12,234 18,405
Other....oooe e, 4,727 2,780 1,140 8,647 4,009 2,511 347 6,867
Consumer Banking .......cc.cccccveeeennnnee. 7,641 6,769 14,296 28,706 6,567 6,124 12,581 25,272
Loans to Governments ...................... 775 100 31 906 463 210 39 712
Agriculture, forestry and fishing......... 382 23 11 416 511 49 3 563
Mining and quarrying ..........ccccceeeueee. 560 360 40 960 649 129 61 839
Manufacturing ........occcceiiine e, 6,766 1,235 374 8,375 7,442 709 336 8,487
Electricity, gas and water.................... 636 115 208 959 908 90 75 1,073
Construction ..., 281 78 45 404 384 37 18 439
Commerce........ccccceeeveveeeeeeeien 4,001 251 209 4,461 4550 223 88 4,861
Transport, storage and
communication ........cccceeeeeeeeeenennnn.. 1,343 452 428 2,223 2,076 118 37 2,231
Financing, insurance and business
SEIVICES ... 4,671 415 317 5,403 4,717 1,207 141 6,065
(O ]1 1= 1,406 468 664 2,538 1,936 315 601 2,852
Wholesale Banking .......cccccevvcvvveenenns 20,821 3,497 2,327 26,645 23,636 3,087 1,399 28,122
General provisions.........ccccccceveeeeeeennn. (468) (467)
54,883 52,927
At 31st December,
2001 2000 1999
More
One One than
year or to five five
less years Years Total Total Total
Loans to individuals:
1Y FoTq =T [T 2,372 4,136 12,241 18,749 17,736 15,118
(@1 1= ST 4,907 2,756 1,003 8,666 7,374 8,966
Consumer BanKing ........cccocccveeeeiniiieeeeeeieee e 7,279 6,892 13,244 27,415 25,110 24,084
Loans to GovernmentsS ......ccccceeeeeeeeeeeeeeeeeeeeeeeeennnns 520 152 250 922 1,225 1,217
Agriculture, forestry and fishing..........ccccooeeeenneen. 601 30 6 637 595 575
Mining and quarrying........cccccovevveereeiineeee e, 680 259 38 977 556 692
Manufacturing .......cccvevee i 6,809 1,083 449 8,341 7,874 6,478
Electricity, gas and water...........cccccoveveeiiiiinnennnn. 693 108 164 965 929 446
CoNStruCtioN.........cooeieeeeeee e 349 38 15 402 437 434
COMMEICE .. 3,849 295 95 4239 6,423 5,928
Transport, storage and communication................ 1,162 459 608 2,229 2,559 899
Financing, insurance and business services ....... 4,523 455 201 5,179 5,008 4,555
1O 1 1= GO 1,103 430 634 2,167 1,634 1,782
Wholesale Banking..........ccccoeeeeriieienienenieeenneene 20,289 3,309 2,460 26,058 27,240 23,006
General provisions........c..cccccveeeeeiiiieeeeeesieee e (468) (468) (439)

53,005 51,882 46,651
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17. ASSETS LEASED TO CUSTOMERS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Operating leases:

’

Cost of equipment ... —_ - — — 915
Accumulated depreciation ..........ccccovveeeiieiiei e, -  — — = (285)

—  — — — 630

FINANCe 1€8SES. ... .uueiiiiiiiiiee e 289 244 457 273 369
Instalment credit agreements ..., 1,073 656 787 681 3,846
1,362 900 1,244 954 4,845

In addition, the Group has securitised instalment credit agreements as disclosed in
note 15. Assets leased to customers are included in other loans and advances to customers.

As a result of the disposal of the Group’s investment in its consumer finance
companies in the U.K., assets for leasing to customers under finance leases and instalment
credit agreements at 31st December, 1999 amounting to U.S.$3,461 million were sold during
2000.

The cost of assets acquired during the period for leasing to customers under finance
leases and instalment credit agreements amounted to U.S.$405 million (at 30th June, 2001:
U.S.$223 million) (at 31st December, 2001: U.S.$159 million; 2000: U.S.$343 million
(excluding assets acquired by the U.K. consumer finance companies in the period prior to
disposal); 1999: U.S.$3,003 million).

The aggregate amounts of leasing income receivable, including capital repayments,
under finance leases amounted to U.S.$89 million (six months ended 30th June, 2001:
U.S.$99 million) (year ended 31st December, 2001: U.S.$161 million; 2000: U.S.$204 million;
1999: U.S.$259 million) and under operating leases amounted to U.S.$nil million (six months
ended 30th June, 2001: U.S.$nil) (year ended 31st December, 2001: U.S.$nil; 2000:
U.S.$152 million; 1999: U.S.$256 million).

18. PROVISIONS FOR BAD AND DOUBTFUL DEBTS

Six months ended 30th June, Year ended 31st December,
2002 2001 2001 2000 1999
Specific General Specific General Specific General Specific General Specific General
(in U.S.$ millions)

Provisions held at 1st January............... 951 468 1,146 468 1,146 468 1,519 439 1,064 447
Exchange translation differences ........... (6) — (14) (1) 12) — (27) — (19) (8)
Amounts written off............ccociiiiiiine (427) — (404) — (1,001) — (1,005) — (489) —
Recoveries of amounts previously

written off ..o 26 — 30 — 51 — 52 — 84 —
Acquisitions of subsidiary

undertakings..........ooeviieeninieienene — — — — — — 165 32 103 —
Disposal of subsidiary undertakings....... — — — — — — (68) 3) — —
OFNer . — — 4) — 35 — 48 — (25) —
NEeW ProviSions ..........cocceeeeveieniieeenines 550 — 404 — 994 — 705 — 1,006 —
Recoveries and provisions no longer

FEQUINET ... (144) — (135) — (262) — (243) — (205) —
Net charge against profit............cc.c.c... 406 — 269 — 732 — 462 — 801 —
Provisions held at end of period ............ 950 468 1,023 467 951 468 1,146 468 1,519 439
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Corporate loans and advances to customers against which provisions have been
outstanding for 2 years or more are written down to their net realisable value.

At 30th June, 2002 specific provisions for bad and doubtful debts included U.S.$nil (at
30th June, 2001: U.S.$nil) (at 31st December, 2001: U.S.$nil; 2000: U.S.$nil; 1999: U.S.$123
million) of provisions against enhanced and other performing emerging markets debt.

The following table shows specific provisions by each principle category of borrower’s
business or industry:
At 30th June, At 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

Loans to individuals:

Mortgages............. 83 72 74 40 55
Other....ccocveevnnee. 176 127 136 142 163
CONSUMET BANKING ...ttt sttt e st nbe e eabeesbeesnnee e e 259 199 210 182 218
LOANS 10 GOVEIMMENTS ...ttt ettt st sae e e e o 43 — 5 — 86
Agriculture, forestry and fishing 4 19 8 18 45
Mining and quarrying........ccccceeeeveeinieneniennene 7 7 39 4 10
MaANUFACTUIING ...t e 284 308 262 377 394
ElectriCity, gas and WALEH .........ocuiii it e 7 2 1 2 3
Construction 15 45 43 51 68
COMMEICE ..ottt 153 280 218 314 424
Transport, storage and communication 10 16 13 13 19
Financing, insurance and business services 23 82 70 127 157
L0 (4 =T TSRSV PP TR UPRPRO 35 51 45 46 77
WholeSale BanKiNg........coouiiiiiiiiiieeiee ettt sttt e 581 810 704 952 1,283
Provisions for bad and doubtful debts against loans and advances to customers
LT T 1<) OSSP 840 1,009 914 1,134 1,501
Provisions for bad and doubtful debts against loans and advances to banks (note
T e a et nr e r e nre e e 110 14 37 12 18
Total provisions for bad and doubtful debts against loans and advances........................ 950 1,023 951 1,146 1,519

Corporate loans and advances to customers against which provisions have been
outstanding for two years or more are written down to their net realisable value.

19. INTEREST IN SUSPENSE

Six months Year ended
ended 30th June, 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

AL 1S JaNUANY ..o 337 411 411 412 306
Exchange translation differences..........ccccooviiiniinennnn (18) 11 (4) 31 (2)
Withheld from profit..........ccoooiiii e, 120 123 229 223 264
Amounts written off ..., (91) (150) (321) (293) (151)
Acquisition of subsidiary undertakings..........c.ccccccevcenernnen. — — — 23 —
L 0T RSN — (3) 22 15 (5)
At end Of Period .......ccooviiiiiiiiii e 348 392 337 411 412
Total interest in suspense relating to:
Loans and advances to banks (note 14)........cccccceverennen. 3 — — — —
Loans and advances to customers (note 16)............c........ 218 285 225 322 337
Prepayments and accrued inCOMe .........ccccoecvveeeeriiiieeeennns 127 107 112 89 75

348 392 337 411 412
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20. NON-PERFORMING LOANS AND ADVANCES

At 30th June, At 31st December,
2002 2001 2001 2000 1999
SCNB Other Total SCNB Other Total SCNB Other Total SCNB Other Total SCNB Other Total
" (in US.$ millions) -

Loans and advances on
which interest is

suspended...........coceeuee 767 2,308 3,075 759 2,480 3239 753 2440 3,193 796 2,657 3,353 966 3,243 4,209
Specific provisions for bad

and doubtful debts......... (68) (882) (950) (79) (944) (1,023) (69) (882) (951) (72) (1,074) (1,146) (103) (1,297) (1,400)
Interest in suspense.......... 4 (217) (221) — (285) (285 — (225) (225) — (322) (322) — (337) (337)

695 1,209 1,904 680 1,251 1,931 684 1,333 2,017 724 1,161 1,885 863 1,609 2,472

The Group acquired Standard Chartered Nakornthon Bank (SCNB) (formerly
Nakornthon Bank) in September 1999. Under the terms of the acquisition, non-performing
loans (NPLs) of THB 35.24 billion (U.S.$849 million) are subject to a Loan Management
Agreement (LMA) with the Financial Institutions Development Fund (FIDF), a Thai
Government agency. Under the LMA, the FIDF has guaranteed the recovery of a principal
amount of the NPLs of THB 23 billion (U.S.$554 million). The LMA also provides, inter alia,
for loss sharing arrangements whereby the FIDF will bear up to 85% of losses in excess of
the guaranteed amount. The carrying cost of the NPLs is reimbursable by the FIDF to SCNB,
every half year, for a period of five years from the date of acquisition.

Excluding the SCNB non-performing loan portfolio, specific provisions and interest in
suspense together cover 48% (at 30th June, 2001: 50%) (at 31st December, 2001: 45%;
2000: 55%; 1999: 54%) including provisions held against enhanced and other performing
emerging markets debt) of total non-performing lending to customers. If lending and
provisions are adjusted for the cumulative amounts written off of U.S.$1,645 million (At
30th June, 2001: U.S.$1,362 million) (at 31st December, 2001: U.S.$1,574 million; 2000:
U.S.$780 million; 1999: U.S.$767 million), the effective cover is 69% (at 30th June 2001:
68%) (at 31st December, 2001: 67%; 2000: 69%; 1999: 60%), including provisions held
against enhanced and other performing emerging markets debt).

At 30th June,
2002 2001

Customers Banks Total Customers Banks Total
(in U.S.$ millions)

Gross loans and advances on which interest is suspended................... 234 — 234 393 — 393
Gross loans and advances on which provisions have been raised........ 2,662 179 2,841 2,813 33 2,846
Total gross loans and advances on which interest is suspended........... 2,896 179 8,075 3,206 3,239

At 31st December,
2001 2000 1999
Customers Banks Total Customers Banks Total Customers Banks Total
(in U.S.$ millions)

Gross loans and advances on which

interest is suspended ...........ccccceveienenn. 275 — 275 374 — 374 352 3 355
Gross loans and advances on which

provisions have been raised .................. 2,777 141 2,918 2,937 42 2,979 3,789 65 3,854
Total gross loans and advances on which

interest is suspended ............ccocveeinnnnne 3,052 141 3,193 3,311 42 3,353 4,141 68 4,209
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21. DEBT SECURITIES AND OTHER FIXED INCOME SECURITIES
At 30th June, 2002

Book amount Valuation
Investment Dealing Total debt Investment
securities securities securities  securities
Issued by public bodies: (in U.S.$ millions)
GOVErNMENt SECUNLIES ......vveeeiieeciee e e e 4,520 1,532 6,052 4,596
Other public sector SECUNLIES ........cceviieiiiiiiiieec e 577 20 597 585
5,097 1,552 6,649 5,181
Issued by banks:
Certificates Of dEPOSIt ....cccuveeeeiieeieiee e e 3,602 30 3,633 3,609
Other debt securities 4,287 26 4,312 4,288
7,889 56 7,945 7,897
Issued by other issuers:
Bills discountable with recognised markets ............cccccccoiiiiiiiinnnn. — 155 155 —
Other debt SECUMLIES........coccieeiiee e 3,470 440 3,910 3,467
3,470 595 4,065 3,467
Total debt SECUNLIES .......eeveeeiieiiiiiee e 16,456 2,203 18,659 16,545
Of which:
Listed on a recognised U.K. exchange..........ccccceeiieveniieeinieeesnienes 6,802 — 6,802 6,806
LiSted EISEWNEIE ....ooeoceeeeeee e 3,674 640 4,314 3,705
UNDSEEA .. e 5,980 1,563 7,543 6,034
16,456 2,203 18,659 16,545
Book amount investment securities: ..........ococvveeeveeiiicciieee e
ONE YEAT OF IESS ..eiiiiiiieeiiiee ettt et e e e e e e e nnneee e 7,893
ONE 10 fIVE YEAIS ..ottt 6,256
More than five years ... 2,303
[0 g o F= (=T PRSP PRRRN 4
16,456
At 30th June, 2001
Book amount Valuation
Investment Dealing Total debt Investment
securities securities  securities securities
Issued by public bodies: (in U.S.$ millions)
GOVErNMENt SECUNMLIES ...eeeeiieeieeiee et 4,251 804 5,054 4,571
Other public SECtOr SECUNLIES. .......ccoiiiieiiieee e 699 54 753 713
4,950 858 5,807 5,284
Issued by banks:
Certificates Of EPOSIt.......coiiueiiiiiieeeiee e e s 3,727 23 3,750 3,756
Other debt SECUMLIES .......ceeieiiieceee et 1,814 22 1,836 1,815
5,541 45 5,586 5,571
Issued by other issuers:
Bills discountable with recognised markets .........c..ccccoviriiiiiiniinniccciene — 198 198 —
Other debt SECUMLIES ......vveiiiiee e e 2,445 261 2,707 2,613
2,445 459 2,905 2,613
Total debt SECUNLIES ......coceeeiieiieeeece e 12,936 1,362 14,298 13,468
Of which:
Listed on a recognised UK exchange...........cccocvveiiiiiiiiniciciicicees 3,500 — 3,500 3,501
Listed elsewhere 2,559 262 2,821 2,810
[ 113 (T S 6,877 1,100 7,977 7,157
12,936 1,362 14,298 13,468
Book amount investment securities:
ONE YEAT OF IESS....eiitiiiiiieiie ittt ettt e e e st e et e snbeebeesnaeenne e 7,912
One to five years......... 4,746
More than five years 278
12,936
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At 31st December, 2001

Book amount Valuation
Investment Dealing Total debt Investment
securities securities securities  securities

Issued by public bodies: (in U.S.$ millions)

GOVErNMENT SECUNLIES .....eeeeeiiiieeeiiee e e 4,454 1,006 5,460 4,532
Other public sector SECUILIES ..........ccvervirieieirieee e 607 20 627 613
5,061 1,026 6,087 5,145
Issued by banks:
Certificates of dEPOSit ........ceviuiiiiiiiieie e 3,872 61 3,933 3,841
Other debt SECUMTIES ........cveeieieiii i 2,260 33 2,293 2,261
6,132 94 6,226 6,102
Issued by other issuers:
Bills discountable with recognised markets .............cccceevviieinieeeninenn. — 137 137 —
Other debt SECUNtIES ..o 3,252 269 3,521 3,258
3,252 406 3,658 3,258
Total debt Securities .........coceiiiiiiie e 14,445 1,526 15,971 14,505
Of which:
Listed on a recognised U.K. exchange............ccccoeiiiiinniininicnnne 4,208 — 4,208 4,219
LiSted EISEWNEIE .....oee et 4,109 108 4217 4,145
UNBSTEA e e 6,128 1,418 7,546 6,141

14,445 1,526 15,971 14,505

Book amount investment securities:

ONE YEAT OF IESS ..ttt s 7,063
ONE 10 fIVE YEAIS ..o 6,370
More than five YEars ..o 1,012
14,445
At 31st December, 2000

Book amount Valuation

Investment Dealing Total debt Investment

securities securities securities  securities

(in U.S.$ millions)
Issued by public bodies:

GOVErNMENT SECUNMLIES ....vvveeeiee e e e eeee e e e e e e 3,911 584 4,495 3,956
Other public sector securities 686 13 699 682
4,597 597 5,194 4,638
Issued by banks:
Certificates of dEPOSIt ........cccveriieriiriee e 2,639 46 2,685 2,635
Other debt SECUMEIES .....ciiveeeiiieeciie e 743 15 758 744
3,382 61 3,443 3,379
Issued by other issuers:
Bills discountable with recognised markets ............ccccocoiiiiiiiinnn. — 226 226 —
Other debt securities 917 66 983 917
917 292 1,209 917
Total debt SeCUNtIeS .......cooiiiiiiiie e 8,896 950 9,846 8,934
Of which: o
Listed on a recognised U.K. exchange............ccccoeniiiiiniiininnicenne 248 — 248 250
Listed elsewhere 2,137 71 2,208 2,152
UNBSEEA ...ttt ettt e e e e o 6,511 879 7,390 6,532
8,896 950 9,846 8,934

Book amount investment securities:

ONE YEAI OF IESS ..ottt ettt e e 4,901
One year to five years ... 3,653
More than five years...... 301
UNdated.......cooiiii e 41

8,896
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Issued by public bodies:

Government SECUNLIES ........ceeeueieeiiiieeeec e

Other public sector securities

Issued by banks:

Certificates of depOSit ........ccevveeriiriiiiieceeeeeeee
Other debt SECUItIES.......ccveiiecieeeeeieieeeeeecee e

Issued by other issuers:

Bills discountable with recognised markets ..............cccceeeee
Other debt SeCUNtIES........cceeviiiiiiiiieeceee e

Total debt SECUNLIES .......eevveeiiiiiiiee e

Of which:
Listed on a recognised U.K. exchange
Listed elsewhere ..........ccocercieviiiienincene

[ ] 1] €= SRR

Book amount investment securities:

ONE YEAI OF IESS ..couueiiiiiiiiieiie ettt

One to five years.......
More than five years ....

Undated ............................

At 31st December, 1999

Book amount Valuation
Investment Dealing Total debt Investment
securities securities securities  securities
(in U.S.$ millions)
............... 2,963 403 3,366 2,969
627 7 634 615
3,590 410 4,000 3,584
............... 2,982 100 3,082 2,969
............... 115 4 119 117
3,097 104 3,201 3,086
............... — 347 347 —
............... 606 69 675 591
606 416 1,022 591
............... 7,293 930 8,223 7,261
240 — 240 240
1,111 133 1,244 1,105
............... 5,942 797 6,739 5,916
7,293 930 8,223 7,261
............... 4,547
2,257
267
............... 222
7,293

Debt securities and other fixed income securities include U.S.$409 million (at 30th
June, 2001: U.S.$355 million) (at 31st December, 2001: U.S.$203 million; 2000: U.S.$127
million; 1999: U.S.$63 million) of securities sold subject to sale and repurchase transactions.

The valuation of listed investments is at market value and of unlisted investments at

directors’ estimate.

The change in the book amount of debt securities and other fixed income securities

held for investment purposes comprised:

Six months ended 30th June, 2002

Amortisation
Historical of discounts/ Book
cost premiums amount
(in U.S.$ millions)
At Tst January, 2002 ........oooiiiiiiiiiee e 14,422 23 14,445
Exchange translation differences..........cccccocovciiiiiiiii e, 569 6 575
ACQUISTEIONS .t e 15,044 — 15,044
Maturities and diSPOSaIS.........ccuuiiiiiiiiiiii e (13,616) 13 (13,603)
Amortisation of discounts and premiums...........cccceevriiieneiiiiieee e, — (5) (5)
At 30th JUNE, 2002.......cooiiiiiee e 16,419 37 16,456
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Six months ended 30th June, 2001

Amortisation
Historical of discounts/ Book
cost premiums amount
(US$) (US$) (US$)
(in millions)
At 1st January, 2007 ........cooiocciiieeieeeee e 8,898 (2) 8,896
Exchange translation differences ..........cccoviiiiiiiiciic e, (628) (3) (631)
ACQUISITIONS ....eeeeiieeeee et e e e e e e eee s 13,427 — 13,427
Maturities and diSPoSalS........ccccvviiiiiiiiie e (8,760) 4 (8,756)
Amortisation of discounts and premiums .........ccccceveeeeeeiieccciiieeeenn, — — —
At 30th JUNE, 2007 ..o 12,937 (1) 12,936
Year ended 31st December, 2001
Amortisation
Historical of discounts/ Book
cost premiums amount
(in U.S.$ millions)
At st January, 2007 ......ooooiiiiie e 8,898 2 8,896
Exchange translation differences ..o (260) — (260)
ACQUISTTIONS ...ttt 26,356 — 26,356
Maturities and diSpOSals..........ccccoiiiiiiiiiiiiiie e (20,572) 33 (20,539)
Amortisation of discounts and premiums...........cccceeviieeeeiniiieee e, — (8) (8)
At 31st December, 2001 .......ooormmiiiiccciee s 14,422 23 14,445
Year ended 31st December, 2000
Amortisation
Historical of discounts/ Book
cost premiums amount
(in U.S.$ millions)
At 18t January, 2000 ........ccooiiiiiiiiee e 7,303 (10) 7,293
Exchange translation differences ..........ccocccvvviiiiiieiciee e, (465) (1) (466)
ACQUISTTIONS. ..o 13,426 7 13,433
Maturities and diSPOSAIS.........coiiiiiiiiiiiii (11,366) (16) (11,382)
Amortisation of discounts and premiums .........ccccevceveeeeiiiiieee s — 18 18
At 31st December, 2000........cccoiiuiiiiiiiiiiiee e 8,898 (2) 8,896

Year ended 31st December, 1999
Amortisation

Historical of discounts/ Book
cost premiums amount
(in U.S.$ millions)
At st January, 1999 ... 5,269 (30) 5,239
Exchange translation differences ..., (58) 1 (57)
Yot (8171 {0 o - SRR 11,473 — 11,473
Maturities and diSPOSalS..........couiiiiiiiiiiiie e (9,381) — (9,381)
Amortisation of discounts and premiums ..........cccoeiuieeiiiiiiieie e, — 19 19
At 31st December, 1999........ou i 7,303 (10) 7,293

At 30th June, 2002, unamortised premiums on debt securities held for investment
purposes amounted to U.S.$126 million (at 30th June, 2001: U.S.$41 million) (at
31st December, 2001:U.S.$75 million; 2000: U.S.$30 million; 1999: U.S.$11 million) and
unamortised discounts amounted to U.S.$5 million (at 30th June, 2001: U.S.$30 million) (at
31st December, 2001: U.S.$4 million; 2000: U.S.$25 million; 1999: U.S.$19 million).
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22. EQUITY SHARES AND OTHER VARIABLE YIELD SECURITIES

At 30th June, At 31st December,
2002 2001 2001 2000 1999
Book Book Book Book Book
amount Valuation amount Valuation amount Valuation amount Valuation amount Valuation
investment in i i i i it investment investment investment investment

mm mm mm 1 m
securities securities securities securities securities securities securities securities securities securities

(in U.S.$ millions)
Listed on a recognised

UK exchange.............. — — — — 1 1 — — — —
Listed elsewhere ............ 35 36 5 5 10 12 21 21 15 15
Unlisted .....cceevviieienn. 96 96 90 90 98 98 82 82 47 51

131 132 109 111 103 103 62 66
One year or less ............ 1 1 — 3 5
One to five years............ 33 19 26 4 2
More than five years ...... — 17 4 — —
Undated.......ccooeveeneneenne 97 58 79 96 55

131 95 109 103 62

The valuation of listed securities is at market value and of unlisted securities at
directors’ estimate.

Income from listed equity shares amounted to U.S.$nil (six months ended 30th June,
2001: U.S.$nil) (year ended 31st December, 2001: U.S.$1 million; 2000: U.S.$1 million; 1999:
U.S.$2 million) and income from unlisted equity shares amounted to U.S.$4 million (six
months ended 30th June, 2001: U.S.$1 million) (year ended 31st December, 2001: U.S.$2
million; 2000: U.S.$5 million; 1999: U.S.$8 million).

The change in the book amount of equity shares and other variable yield securities
held for investment purposes comprised:

Six months ended
30th June, 2002

Historical Book
cost Provisions amount
(in U.S.$ millions)
At st January, 2002 .........ooueiiiiiiiiiee e 123 (14) 109
Exchange translation differences ... (2) 5 3
ACQUISTEIONS ...t e e e e e e e e enee 37 (9) 28
DISPOSAIS ...ttt (9) — (9)
At 30th JUNE, 2002........ooeiiiiiiiee e 149 (18) 131

Six months ended
30th June, 2001

Historical Book
cost Provisions amount
(in U.S.$ millions)

At Tst January, 2007 .....coooiiiiiii s 112 9) 103

ACQUISTEIONS ...ttt e e 8 — 8
DISPOSAIS. ...ceiiiiiiieee ettt (13) — (13)
L1 =T PRSP — 3) (3)

At 30th June, 20071 ... 107 (12) 95
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Year ended 31st December, 2001

Historical Book
cost Provisions amount
(in U.S.$ millions)

At 18t January, 2007 ... 112 (9) 103

ACQUISTTIONS ...t e e neeees 28 — 28
DISPOSAIS ... .ttt e e e e e e e e (17) — (17)
L1 =T SRS — (5) (5)

At 31st December, 2007 ........ooiiiiiiiiiie e 123 (14) 109

Year ended 31st December, 2000

Historical Book
cost Provisions amount
(in U.S.$ millions)
At st January, 2000 .........oocueieeeriiiiiee e 86 (24) 62
Exchange translation differences ... (8) 2 (6)
ACQUISTTIONS ...t e e s s e e s e anbe e e e e e anes 62 — 62
DiISPOSAIS ...ttt (21) 13 (8)
10101 SRR (7) — (7)
At 31st December, 2000 .......ccooeeeviiiiieeeeecee e e 112 9) 103
Year ended 31st December, 1999
Historical Book
cost Provisions amount
(in U.S.$ millions)
At st January, 1999 ... e 50 (10) 40
Exchange translation differences ... (1) 1 —
ACQUISTEIONS ...ttt e e s e e e e enbe e e e e e ane 8 — 8
DiISPOSAIS ...ttt (31) — (31)
Acquisition of SUDSIAIANY..........cooi i 55 (13) 42
10101 TP RTTPRRORR 5 (2) 3
At 31st December, 1999 ... i 86 (24) 62
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23. BUSINESS ACQUISITIONS

Summary of the cash flow effects of acquisitions of subsidiary undertakings and
businesses

Fair value

adjustments
Book value at for consistent Fair value at
date accounting date of
of acquisition policies Revaluations  acquisition
(in U.S.$ millions)
Grindlays
Tangible fixed assets........ccccceveiiieeeiiciieeee i, 128 (11) 2 119
Loans and advances to banks and customers... 5,583 (8) 5 5,580
Debt securities and other fixed income
SECUNMTIES ..evviiei it 1,009 — — 1,009
Cash and balances at central banks .................. 304 — — 304
Other assetS .....oocieiiiiiiie e 216 (2 (24) 190
Total @SSEtS ...coeeveveeeeeeeeeeee e 7,240 (2_1 ) (1_7) 7,202
Deposits by banks and customer accounts........ 6,364 — 6,364
Other liabilities (including U.S.$16 million
provision for restructuring).......ccccoceevceeriinenne 280 4 Kl 325
Total liabilities ......vuveeeiieieieieeeeeeeeeeeeeeeeeeeeeeeeeiis 6,644 4 41 6,689
Net aSSEtS ...coeeeeeeeeieeieeee e 513
Minority interests .........ccccoviiieei i —
[ ToTo o 1T/ 1 850
1,363
Consisting of:
(OF=1] o I 1,348
ACQUISItION COSES.....uvviiiiiiiiiieecee e, 15
1,363
Other acquisitions
Tangible fixed assets........cccccvvvieeeeeiiciiee e, 36 (11) — 25
Loans and advances to banks and customers... 2,080 (18) — 2,062
Debt securities and other fixed income
SECUNMTIES ..evvieei e 984 — — 984
Cash and balances at central banks .................. — — — —
Other assetS.....occvveeeiiiiiiee e 79 (12) = 67
Total @SSEtS ...cocevveeeeeeeeeeeee e 3,179 (4_1 ) — 3,138
Deposits by banks and customer accounts........ 2,656 — — 2,656
Other liabilities.........ceevvvveveieicieeieeeeeee e 178 = = 178
Total liabilities ......vuveeeiieieieieieieeeeeeeeeeeeeeeeeeeeeeiis 2,834 = = 2,834
Net aSSEtS ...coceveeeeeieeieeee e 304
Minority interests .........ccccvviieei i —
[ ToTo o 1T/ 1 1,149
1,453
Consisting of:
(OF=1] o I 1,442
ACQUISItION COSES.....uvviiiiiiiiiieeeee e 11
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Fair value adjustments for consistent accounting policies principally relate to alignment
of policies on depreciation of tangible fixed assets, provisions against bad and doubtful debts,
and recognition of loan origination fees.

Revaluations relate largely to re-assessment of deferred and income tax balances.

Other
Grindlays Acquisitions Total

(in U.S.$ millions)

Post acquisition loss after taxation...........cccccceeeeeeeiiiiiiiciciiieeeeeee, (57) (30) (87)
Cash Flow effects of acquisitions:
Net cash outflow from operating activities ..........ccccoeeceeiiiieneinee, (152) (13) (165)
Total taxes Paid ... (39) (2) (41)
Net cash outflow from capital expenditure and financial
INVESIMENT ... 73 — 73
Net cash outflow from financing.........cocceieiiiiin e, — — —
(118) (15) (133)
Purchase of interests in subsidiary undertakings
Cash and acquisition COSES ........cccccuieiiiiiieie e 1,363 1,453 2,816
Cash ACUITEA ......o.ueeiiiiiiiiee e (303) — (303)
1,060 1,453 2,513

The effective date of acquisition of Grindlays was 1st August, 2000. It has been
accounted for using the acquisition method. Purchased goodwill is being amortised over 20
years. Grindlays’ post acquisition loss after taxation for the year ended 31st December, 2000
was U.S.$55 million, after taking a restructuring charge of U.S.$55 million. Its pre-acquisition
profit after taxation for the period from the start of its financial year on 1st October, 1999 to
31st July, 2000 was U.S.$15 million. Profit after taxation and minority interests for the year
ended 30th September, 1999 was U.S.$49 million. The post acquisition loss after taxation of
the Grindlays Private Banking business was U.S.$2 million, after taking a restructuring charge
of U.S.$3 million.

Other acquisitions in the table above include the Hong Kong-based retail business of
The Chase Manhattan Bank, MCCL, Standard Chartered Bank s.a.l. and purchase of part of
the minority shareholders’ interests in Banco Standard Chartered.

The effective date of acquisition of MCCL and the Hong Kong-based retail business of
The Chase Manhattan Bank was 1st November, 2000. It has been accounted for using the
acquisition method. Purchased goodwill is being amortised over 20 years. The post-
acquisition loss after taxation for the year ended 31st December, 2000 was U.S.$23 million,
after taking a restructuring charge of U.S.$15 million. Pre-acquisition results are not available.

The effective date of acquisition of Standard Chartered Bank s.a.l. was 28th February,
2000. It has been accounted for using the acquisition method. Purchased goodwill of U.S.$17
million is being amortised over 20 years. The fair value of net assets acquired was U.S.$2
million. Standard Chartered Bank s.a.l.’s post acquisition loss after taxation was U.S.$7
million.
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No goodwill arose on the purchase of part of the minority shareholders’ interests in
Banco Standard Chartered.

24. BUSINESS DISPOSAL
On 31st August, 2000, the Group disposed of its interests in consumer finance

operations in the U.K. and Channel Islands.

Cash flow effects arising from the disposal

in U.S.$
millions

Net assets disposed of:
L7 1= o PRSP 8
Loans and advances to banks and CUSTOMENS ..........ccoocviiiiiieiiiee e e 3,665
Intangible fixed assets—gOOAWIll ...........c.ooiiiiii e s 118
Tangible fiXed @SSELS ......cciiiiiiiie e e 52
1O = 11T £ PP 168
DEPOSItS DY DANKS ... e e e s (2,721)
L1011 (0] 0 L= = Totozo 10 | £ PP (714)
Other lADIIHIES ...t e e e e s s bt e e s e b ee e e e e e neee (185)
Y T aToT YA g (=T (=TS £ PSR (6)
Reserves—uwrite back of goodwill previously charged against reserves ...........cccccceeveerieeennnen. 25
410
SUIPIUS OVET DOOK VAIUE .....coiiiiiiiiie ettt ettt et st e e ae e e e be e e e eaneeenee 532

Satisfied in cash, NEt Of EXPENSES ......ccco i e e e e e e e e anrenes 942
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Results of discontinued operations

The following table sets out the results of the discontinued operations in the years
ended 31st December, 2000 and 1999:

Interest receivable...........cccceeeeeiiiiiiiiee e,
Interest payable.........ccoocveeiiiiiiiiie

Net interest income........cccerrrrecvccceerrerccnees

Fees and commissions receivable .................
Fees and commissions payable
Dealing profits and exchange ...........ccccccoeeeue.
Other operating iNCOME .........cccovvevervenereennns

Net revenue......cccceeecccecerrreesscseceer e es s sssnceneas
Administrative expenses:

Total expenses:

ON-QOING vttt s
Restructuring

Total operating exXpenses..........cccceevcveeerineennn.

Operating profit before provisions ..............
Provisions for bad and doubtful debts,
contingent liabilities and commitments.........

Operating profit.......cccueerercnnnsnnssrrssnsnieens
Profit on disposal of subsidiary undertakings ..

Profit before taxation.........ccccceeeemrerccceriicenns
TaXatioN .....c.evveeeeeeeeeceee e

Profit after taxation........cccccecmervemreccccnriccenes

Year ended 31st December,

2000 1999
Continuing Discontinued Continuing Discontinued
operations operations Total operations operations Total
(in U.S.$ millions)

6,573 332 6,905 5,500 535 6,035
(4,078) (147) (4,225) (3,150) (238) (3,388)
2,495 185 2,680 2,350 297 2,647
1,063 51 1,114 874 68 942

(150) (76) (226) (118) (115) (233)
377 — 377 398 — 398
90 26 116 53 41 94
1,380 1 1,381 1,207 (6) 1,201
3,875 186 4,061 3,557 291 3,848
(1,326) (61) (1,387) (1,060) (94) (1,154)
(292) (10) (302) (264) (14) (278)
(703) (25) (728) (566) (39) (605)
(281) (16) (297) (163) (26) (189)
(2,284) (107) (2,391) (2,053) (173) (2,226)
(318) (5) (323) — — —
(2,602) (112) (2,714) (2,053) (173) (2,226)
1,273 74 1,347 1,504 118 1,622
(434) (36) (470) (749) (52) (801)
839 38 877 755 66 821
532 — 532 — — —
1,371 38 1,409 755 66 821
(362) (15) (377) (217) (24) (241)
1,009 23 1,032 538 42 580
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25. INTANGIBLE FIXED ASSETS

Six months
ended Year ended 31st
30th June, December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

Goodwill

Cost

AL 1S JANUATY ... 2,493 2,411 2,411 640 266
Exchange translation differences.........ccccoceviiiiiiiiiiciiiec e — — — (80) —
AAAITIONS . e — — — 1,999 384
DiISPOSAI ... —————— — — — (148) (10)
Other movements during the period...........cccooieeiieiiiiee e, — 83 82 -  —
At end Of PEHOA ..o 2,493 2,494 2,493 2,411 640
Provision for amortisation

AL TSEJANUAIY ... 224 84 84 47 12
Exchange translation differences...........ccccceiiiiieiiiii e — — — 4 —
AMOITISAtION .. 68 68 140 71 35
DiISPOSAL ...ttt — — — (80) —
At end Of PEIIOQ .......cvviieeiiiiiie e 292 152 224 84 47
Net book value at end of period..........ccccveeeeeeieeeiiiiiiceeeee e, 2,201 2,342 2,269 2,327 593

Other movements during the period relate to retirement of provisional fair values
relating to business acquisitions in 2000.

Purchased goodwill in respect of acquisitions in 1998 is being amortised on a straight
line basis over ten years, and goodwill arising on acquisitions in 1999-2000 is being
amortised on a straight line basis over 20 years.

26. TANGIBLE FIXED ASSETS

Six months ended 30th June,
2002

Premises Equipment Total
(in U.S.$ millions)

Cost or valuation

At 1st January, 2002 ........cooo oo 742 724 1,466
Exchange translation differences ...........cccovieeiiiiiiieeeee 2 9 11

AAIHIONS .. 26 73 99

Disposals and fully depreciated assets written off...........cccccceiiiees (29) (56) (85)
At 30th JUNE, 2002........eoiiiiieiiiee ettt 41 750 1,491

Depreciation

Accumulated at 1st January, 2002............oooiiiiiiiiiiiiieieee e 148 326 474

Exchange translation differences ..........cccccocviiiiiiiiiiiiec e, 2 4 6

Charge for the Period ..........oooiiiiiii e 21 68 89

Attributable to assets sold or written off............ccccoveeeeiiiiiiiie, (16) (55) (71)
Accumulated at 30th June, 2002 ..........ccooviiieiiiieeee e 155 343 498

Net book value at 30th June, 2002....................oooirirriiiriiiiee, 586 407 993
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Six months ended 30th June,
2001

Premises Equipment Total
(in U.S.$ millions)

Cost or valuation

At T1st January, 2007 .......oooiiiiiiiee e 774 638 1,412
Exchange translation differences .........cccccvvvieieiiiiiieee e (17) (20) (37)
X o [0 ) o =R RRP 35 80 115
Disposals and fully depreciated assets written off..........ccccccoeviiiennnns (29) (24) (53)
At 30th JUNE, 2001 ... 763 674 1,437
Depreciation

Accumulated at 1st January, 2001 ........cccooviiiciieiiiiiieee e 134 301 435
Exchange translation differences ..........ccccoviiiiiiiii e, (6) (9) (15)
Charge for the period ..........ooocii e 21 63 84
Attributable to assets sold or written off........ccccooiiiii i (12) (25) (37)
Accumulated at 30th June, 2007 .........ouoeeiiiiiiiiei e, E @ 467
Net book value at 30th June, 2001 ..., 626 344 970

Year ended 31st December, 2001
Premises Equipment Total
(in U.S.$ millions)

Cost or valuation

At 1st January, 2007 ..o 774 638 1,412
Exchange translation differences ...........cccoviiieiiiiii e (13) (22) (35)
7 Vo Lo 11T ] o TR PR U RROTPRRRIN 57 226 283
Disposals and fully depreciated assets written off............cccccoiieenis (76) (118) (194)
At 31st December, 20071 .......oooiiiiiiieeccee e e 7i2 724 1,466
Depreciation

At 1st January, 2007 .....ooooiiiie e 134 301 435
Exchange translation differences ...........cccoiiiiiiiii e (2) (8) (10)
Charge for the pPeriod ..........ooociiiiiiie e 55 129 184
Attributable to assets sold or written off........cccooiiii i (39) (96) (135)
At 31st December, 20071 .......covvuiiiiieeeeeee e e E 326 474
Net book value at 31st December, 2001 ..., 594 398 992
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Year ended 31st December, 2000
Premises Equipment Total
(in U.S.$ millions)

Cost or valuation

At 1st January, 2000 .......c.cceeiieereieeeree e 663 697 1,360
Exchange translation differences ..........ccccoviiiiiiii e (43) (61) (104)
Yo [0 11 o] o - S 76 162 238
Disposals and fully depreciated assets written off.........cccccceeeeiiiiiinnnes (45) (154) (199)
Acquisition of subsidiary undertakings..........ccccoevieiiiinien e 141 67 208
Disposal of subsidiary undertakings ........ccccocoeeeiiiiiiiiiiii e (18) (73) (91)
At 31st December, 2000 ........couuuieiieiiiiiiiieeeeeeeee e e 774 638 1,412
Depreciation

At st January, 2000 .........cooeiiiiiieeeiiiieeee e e s e e 118 272 390
Exchange translation differences .........cccccvveieeeiiiiiie e (8) (31) (39)
Charge for the YEar ........oouii i 36 190 226
Attributable to assets sold or written off........cccoocoiiiiiii (24) (143) (167)
Acquisition of subsidiary undertakings...........ccceeviieiiii e 12 52 64
Disposal of subsidiary undertakings ........ccccoccveeriiiiiiiieiiiiieee e — (39) (39)
At 31st December, 2000 .......coouuuiiiiiiieeee e e 134 301 435

Net book value at 31st December, 2000 ..................ooovrrriiiriinennnnnnnnn. 640 337 977
Year ended 31st December, 1999
Premises Equipment Total

(in U.S.$ millions)

Cost or valuation

At 1st January, 1999 ..o s 549 500 1,049
Exchange translation differences ...........cccoiiiiiiiii e (12) (8) (20)
¥ L 11T o =SSR 110 280 390
Net deficit on revaluation ............ccccoiiiiiiiii e (16) — (16)
Disposals and fully depreciated assets written off.........cccccceeeiiiiiinnns (39) (98) (137)
Acquisition of subsidiary undertakings..........ccccoevcieieiinien e 71 23 94

At 31st December, 1999 ... 663 697 1,360
Depreciation

At st January, 1999 ... 95 225 320
Exchange translation differences .........cccccvviiiiiiiiiiiiie e (2) (3) (5)
Charge for the YEar .......coouii i 31 123 154
Attributable to assets sold or written off........cccoocoiiiiiiiii (26) (87) (113)
Acquisition of subsidiary undertakings............ccccoviieiiii e 13 11 24
L1 T S RSRR 7 3 10
At 31st December, 1999 ... E 272 390
Net book value at 31st December, 1999 ..., 545 425 970
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At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Premises—analysis of net book value

Freehold. .. ..o 175 187 171 191 141
LoNng 1€aSEhO0ld ..........coeviiiiiiiiec e 72 75 72 73 66
Short [easehold...........cccooiiiiii 339 364 351 376 338

586 626 594 640 545

Premises—cost or valuation

Y o0 1] S 605 631 606 625 464
At valuations made:

Prior t0 1996 .......coooiiiiiieeeeeeeeeeer e e e e e e aaaaaaas 17 18 17 18 34
L L L R 22 19 22 24 42
L L L T 97 95 97 107 123

741 763 742 774 663

On the historical cost basis, the book amount of premises
amounted to:

{070 RSP URR 678 624 679 705 583
Accumulated depreciation ... (154) (134) (144) (131) (118)
Net bOOK ValUE ........coooeiccece e 524 490 535 574 465

Valuations were carried out on an open market existing use basis by the directors
based upon the advice of independent professional valuers. The net book value of premises
occupied by the Group for its own activities at 30th June, 2002 was U.S.$586 million (at 30th
June, 2001: U.S.$626 million) (at 31st December, 2001: U.S.$594 million; 2000: U.S.$640
million; 1999: U.S.$545 million). Cost or valuation of premises subject to depreciation at 30th
June, 2002 was U.S.$701 million (at 30th June, 2001: U.S.$718 million) (at 31st December,
2001: U.S.$702 million; 2000: U.S.$722 million; 1999: U.S.$429 million). The transitional
provisions of Financial Reporting Standard 15 are being followed and the valuations of
premises have not been updated since 31st December, 1999.

27. FUTURE RENTAL COMMITMENTS UNDER OPERATING LEASES

The Group’s future annual rental commitments under operating leases are as follows:
At 30th June, At 31st December,
2002 2001 2001 2000 1999
Premises Equipment Premises Equipment Premises Equipment Premises Equipment Premises Equipment
(in U.S.$ millions)

Annual rental
on operating

leases

expiring:
Within 1 year... 18 1 27 7 18 2 25 3 16 2
Between 1 and

5 years......... 67 3 58 7 65 4 61 3 65 2
5 years or

More............. 24 — 32 14 — 30 2 28 —

109 4 117 15 97 6 116 8 109 4

The majority of leases relating to premises are subject to rent reviews.
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28. OTHER ASSETS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Mark-to-market adjustments arising on foreign exchange and

interest rate coNtracts.......cccooeviviiiieiiiiice e 5,689 3,407 4,784 4,631 3,418
Hong Kong Government certificates of indebtedness (note

B2) e e e aaree e 1,910 1,719 1,884 1,665 1,717
Assets awaiting Sale ..........ccceeviiiiiiiiii 2 15 4 16 23
Deferred taxation..........ccocieieiiee i 208 189 188 185 92
Oher .. 1,545 1,367 1,390 845 1,085

9,354 6,697 8,250 7,342 6,335

Other assets include balances relating to securitised loans and advances to customers
(note 15) of U.S.$nil (at 30th June, 2001: U.S.$8 million) (at 31st December, 2001: U.S.$nil
million; 2000: U.S.$10 million; 1999: U.S.$78 million) which are subordinated to the claims of
other parties.

29. DEPOSITS BY BANKS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Repayable on demand ........cccccceeeveiiiciiiiieiecieee e 2,703 2,572 2,810 3,092 1,341
With agreed maturity dates or periods of notice, by
residual maturity:

3 MONtNS OF 1€SS .eiiiiieei i 9,081 9,963 7,342 5,141 6,614
Between 3 months and 1 year .......cccocoeeeiiiiieennne 1,005 1,537 1,042 2,096 434
Between 1 and 5 years .......ccccovieeeiiiiiiiiii e 492 699 494 774 564
OVEI B YEAIS ..ottt — — — — 46

13,281 14,771 11,688 11,103 8,999

30. CUSTOMER ACCOUNTS

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Repayable on demand............cccccoiiiieeiiiiiiene e 23,751 20,173 22,135 19,252 17,146
With agreed maturity dates or periods of notice, by
residual maturity:

3 MONths OF [€SS .....oeiiiiiiiiiie e 39,116 39,834 39,210 38,849 34,083
Between 3 months and 1 year........cccccceeeviieeeennee 5,795 5,955 5,331 5,857 4,930
Between 1 and 5 years.......ccccceeeiiiieeeiinieeee e 1,488 883 1,132 1,048 747
OVEI 5 YEAIS .ttt 28 39 47 31 35

70,178 66,884 67,855 65,037 56,941
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31. DEBT SECURITIES IN ISSUE

At 30th June,

At 31st December,

2002 2001 2001 2000 1999
Certificates Other Certificates Other Certificates Other Certificates Other
of deposit debt of deposit debt of deposit debt of deposit debt
of $100,000 securities of $100,000 securities of $100,000 securities of $100,000 securities
ormore inissue Total ormore inissue Total ormore inissue Total ormore inissue Total Total
(in U.S.$ millions)
By residual maturity:
3 months or less ........... 1,257 278 1,535 2,164 118 2,282 1,278 65 1,343 1,590 26 1,616 1,383
Between 3 months and
6 months.........cccceee.. 371 27 398 384 115 499 1,204 37 1,241 322 31 353 879
Between 6 months and
Tyear...eiiiinne 211 57 268 1,321 255 1,576 239 82 321 712 417 1,129 519
Between 1 and 5
years 101 1,162 443 98 541 594 84 678 1,350 1,350 1,536
Over 5 years 122 122 — 85 85 —_ 123 123 —_ 85 e
2,900 585 3,485 4,312 671 4,983 3,315 391 3,706 3,974 559 4,533 4,317
32. STRUCTURE OF DEPOSITS
At 30th June, 2002
Middle Americas,
East & U.K. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Non interest bearing current and demand accounts 1,383 1,045 699 523 674 1,175 862 572 6,933
Interest bearing current and demand accounts...... 10,278 1,633 102 1,540 46 675 648 2,332 17,254
Savings deposits........ccceieeriieieerieeee e 577 451 531 1,901 544 1,089 417 198 5,708
Time deposits..... 16,679 8,782 2,812 4,226 3,064 3,201 519 10,988 50,271
Other deposits 5 248 309 693 3 328 147 1,560 3,293
Debt securities in iSSUE.........ccovveviriieeeriieeeeeeee 1,098 113 360 524 81 — 3 1,306 3,485
30,020 12,272 4,813 9,407 4,412 6,468 2,596 16,956 86,944
Deposits by banks (note 29).........ccccceevieiieiiininens 2,052 2,529 486 1,879 1,171 813 120 4,231 13,281
Customer accounts (note 30) 26,870 9,630 3,967 7,004 3,160 5,655 2,473 11,419 70,178
28,922 12,159 4,453 8,883 4,331 6,468 2,593 15,650 83,459
Debt securities in issue (note 31) ........cccceceereeenen. 1,098 113 360 524 81 — 3 1,306 3,485
30,020 12,272 4,813 9,407 4,412 6,468 2,596 16,956 86,944
At 30th June, 2001
Middle Americas,
East & U.K. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Non interest bearing current and demand accounts 984 814 669 412 605 868 731 471 5,554
Interest bearing current and demand accounts...... 8,673 1,468 112 1,483 5 577 535 2,757 15,610
Savings depoSits........cceieeriieieriiieeie e 880 431 593 917 491 903 353 20 4,588
Time dePOSItS...cc.veeeiiieeeiie e 18,470 8,720 2,741 5361 2,644 3,636 484 11,247 53,303
Other depositS.......ccevieeiieiiieie e 4 1 358 507 59 225 35 1,411 2,600
Debt securities in iSSUE..........uueeuiiiiiiiiiieiceeeieenes 1,793 82 387 441 84 — — 2,196 4,983
30,804 11,516 4,860 9,121 3,888 6,209 2,138 18,102 86,638
Deposits by banks (note 29).........ccccceiieiicnniiinens 1,291 2,807 649 2,393 921 929 97 5,684 14,771
Customer accounts (Note 30) ......ccceeeeeveeereeeeneennnn. 27,720 8,627 3,824 6,287 2,883 5,280 2,041 10,222 66,884
29,011 11,434 4,473 8,680 3,804 6,209 2,138 15,906 81,655
Debt securities in issue (note 31) ......cccccecevveeenen. 1,793 82 387 441 84 — — 2,196 4,983
30,804 11,516 4,860 9,121 3,888 6,209 2,138 18,102 86,638
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At 31st December, 2001
Middle Americas,
East & U.K. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Non interest bearing current and demand accounts 1,207 901 728 439 672 980 714 669 6,310
Interest bearing current and demand accounts...... 10,002 1,622 107 1,301 5 767 TN 2,228 16,743
Savings depoSsits........cceeieiieieierrieeee e 582 437 579 1,042 518 1,040 372 220 4,790
Time deposits 16,687 7,078 2,824 4,565 2,798 3,672 461 9,831 47,916
Other deposSitS.......ccceieeiiiiiiieie e 4 253 303 1,099 57 205 190 1,673 3,784
Debt securities in iSSUE.........ccovveviriieeirieeeeeeeee 1,305 81 245 363 82 — 3 1,627 3,706
29,787 10,372 4,786 8,809 4,132 6,664 2,451 16,248 83,249
Deposits by banks (note 29).........ccccceeviirieiiininens 1,001 1,028 472 2,051 1,115 1,298 67 4,656 11,688
Customer accounts (note 30) ........cccceevverneeniecennns 27,481 9,263 4,069 6,395 2,935 5,366 2,381 9,965 67,855
28,482 10,291 4,541 8,446 4,050 6,664 2,448 14,621 79,543
Debt securities in issue (note 31) .....cccoevcveeevieeen. 1,305 81 245 363 82 — 3 1,627 3,706
29,787 10,372 4,786 8,809 4,132 6,664 2,451 16,248 83,249
At 31st December, 2000
Middle Americas,
East & U.K. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Non interest bearing current and demand accounts ... 1,002 813 935 383 599 809 452 394 5,387
Interest bearing current and demand accounts 7,850 1,487 133 2,283 2 584 763 2,226 15,328
Savings deposits........ccceceerierieeiieeiee e 924 449 597 916 473 882 341 15 4,597
TimMe dEPOSItS..cccueiieeeie e 18,482 6,385 2,472 4,447 2,466 3,292 417 9,363 47,324
Other depoSits......c..evveriirieriiriee e 3 2 591 512 106 200 34 2,056 3,504
Debt securities in iSSUE......cccceveeiieeiieeiieeiieeeeeeeeeeeeeeeee 1,838 84 21 372 85 1 13 2,119 4,533
30,099 9,220 4,749 8,913 3,731 5,768 2,020 16,173 80,673
Deposits by banks (note 29)..........cccceviiiiiiiiiiiiennns 1,594 478 555 2,335 831 795 69 4,446 11,103
Customer accounts (note 30) ........ccoeevrveeervreieenneenne 26,667 8,658 4,173 6,206 2,815 4,972 1,938 9,608 65,037
28,261 9,136 4,728 8,541 3,646 5,767 2,007 14,054 76,140
Debt securities in issue (Note 31) ......ccccceevviriiineenns 1,838 84 21 372 85 1 13 2,119 4,533
30,099 9,220 4,749 8,913 3,731 5,768 2,020 16,173 80,673
At 31st December, 1999
Middle Americas,
East & UK. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Non interest bearing current and demand accounts 964 988 829 414 258 455 413 473 4,794
Interest bearing current and demand accounts...... 7,319 1,608 90 1,084 — 360 789 2,102 13,352
Savings deposits........ccoeieeiiieiiriieeee e 1,000 515 556 952 115 420 355 32 3,945
Time depPOSItS....c.eveiiiieiiiee e 16,024 6,820 2,481 3,635 1,092 2,305 514 7,979 40,850
Other deposits 6 — 382 289 1 129 75 2,117 2,999
Debt securities in iSSU........ccccuvveveeeeiciiiiiee e 1,673 210 29 615 — — 15 1,775 4,317
26,986 10,141 4,367 6,989 1,466 3,669 2,161 14,478 70,257
Deposits by banks (note 29).........cccceveveencnennnenne 538 714 528 1,073 321 755 81 4,989 8,999
Customer accounts (note 30) ........cccceerverneeniecennns 24,775 9,216 3,810 5,302 1,145 2,914 2,065 7,714 56,941
25,313 9,930 4,338 6,375 1,466 3,669 2,146 12,703 65,940
Debt securities in issue (note 31)......cccceeveereeenen. 1,673 21 29 614 — — 15 1,775 4,317
26,986 10,141 4,367 6,989 1,466 3,669 2,161 14,478 70,257
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33. OTHER LIABILITIES
At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Mark-to-market adjustments arising on foreign exchange

and interest rate contracts...........coooevieiiiiiiiiee e, 5,824 3,691 4,792 4573 3,465
Notes in circulation (note 42) ..........ccccovvivieeeeeeeeiiieeccns 1,910 1,719 1,884 1,665 1,717
Short positions in treasury bills ............ccociiriiininnen. 70 189 210 177 10
Short positions in debt securities and equity shares ....... 167 58 166 — 47
Current taxation .........cccceeeeeeee i 192 241 162 252 183
Proposed dividend..............ouuiiiiiiiiiiiiieeeeeee e 160 145 329 298 277
Other liabilities ......cvveeeeiiieeee e 2,886 2,504 2,367 2,064 1,772

11,209 8,547 9,910 9,029 7,471

Short positions in treasury bills and short positions in debt securities and equity shares
are stated at market value.

34. DEFERRED TAXATION

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Accelerated tax depreciation............ccceeieeiiiniiene e, 17 11 17 10 32
Provisions for bad debts ...........coooiiiiiiiiii e (149) (148) (171) (170) (127)
Other timing differenCes ........c.ooceiiiiiiiiiii e (76) (52) (34) (25) 3

(208) (189) (188) (185) (92)

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

AL TSEJANUANY e (188) (185) (185) (92) (118)
Exchange translation differences ..., — 3 2 (9) 2
Charge against/(credit t0) profit........occeeviiiiiiii s (20) 5 22 (41) 16
L 10T —  (12) (27) (43) 8
At end Of PEHOQ......cueiiiiiiee e (208) (189) (188) (185) (92)
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At 30th June, 2002 and 2001 and 31st December, 2001, 2000 and 1999, the net
deferred tax asset is included in other assets.
At 30th June, At 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

No account has been taken of the following potential deferred
taxation assets/(liabilities):

Accelerated tax depreciation.............oooiiiiiiii e 52 55 52 54 50
Tax losses carried fOrward ........ccccoocveeeeeiiiieeee e 48 53 137 70 31
Provisions for bad debts ..........ccccceviiiiiiiiiii e 20 20 20 27 21
Other timing differenCes .........coooeviiiiii e 10 10 10 10 11
Unrelieved foreign tax ........cccooeeeeiiii e 43 10 31 — —
Premises revaluation............oooiiiiiiiiiiiii e (16) (16) (16) (16) (16)

No provision is made for any tax liability which might arise on the disposal of
subsidiary undertakings at the amounts stated in these accounts, other than in respect of
disposals which are intended in the foreseeable future. As it is expected that substantially all
such assets will be retained by the Group, it is considered that no useful purpose would be
served by attempting to quantify the unprovided potential liability.

35. PROVISIONS FOR LIABILITIES AND CHARGES

Six months ended 30th June, 2002

Provision for
Provision for contingent
Provision for retirement liabilities and

restructuring benefits commitments Total
(in U.S.$ millions)

At 1st January, 2002 .........cciriieiriiiiiieeeeeee e 102 39 9 150
Exchange translation differences...........ccccccooviiienennnnne — (1) — (1)
Charge against profit..........ccccoeieeiiiiine e — 35 1 36
Provisions utiliSed ..........ccoooiiiiiiiiiiiiee e (42) (36) (3) (81)
Other ... — (1) 3 2
At 30th June, 2002...........oeiiiiiiiiieeniee e 60 36 10 106

Six months ended 30th June, 2001

Provision for
Provision for contingent
Provision for retirement liabilities and

restructuring benefits commitments Total
(in U.S.$ millions)

At 1st January, 20071 .......oooiiiiiiiiieee e 236 54 16 306
Exchange translation differences..........cccccceeviiienennnnnne (4) (3) 5 (2)
Charge against profit..........ccccooiieiiiieii e — 27 — 27
Provisions utilised ..o (52) (28) (7) (87)
Acquisition of subsidiary undertakings............cccccceeeunee. — — — —
L0 1 =T SR 2 2 22 26
At 30th June, 2001 .......coooiiiieeecee e 182 2 36 270
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At 1st January, 2001........ccccocvvvveeeeeeeeeeen.
Exchange translation differences ..............
Charge against/(credit to) profit.................
Provisions utilised.........c.cccccooviicniiiinennnnn.

At 1st January, 2000 ..........coociciirieeeeennn.
Exchange translation differences............
Charge against profit...........cccceieiiiiieenns
Provisions utilised............cccooiiiiiiiieennnn.
Acquisition of subsidiary undertakings....

At 1st January, 1999 ..o,
Exchange translation differences..............
Charge against profit.........ccccococeeviiiernnenn.
Provisions utilised..........cccccceveveiiiiiiiicinns

Note:

Year ended 31st December, 2001

Provision for

(1) Provision for other commitments relates to a voluntary redundancy scheme launched in India.
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Provision for contingent
Provision for retirement liabilities and
restructuring benefits commitments Total
(in U.S.$ millions)
.................... 236 54 16 306
.................... (6) (3) 1 (8)
.................... — 54 (1) 53
.................... (128) (62) (8) (198)
.................... — (4 1 (3)
.................... 102 39 9 150
Year ended 31st December, 2000
Provision for
Provision for Provision for contingent
Provision for retirement other liabilities &
restructuring benefits commitments commitments Total
(in U.S.$ millions)
— 44 8 25 77
(8) (3) (1) (2 (14)
323 50 — 8 381
(95) (69) (7) (16) (187)
16 25 — 1 42
= _r = = /
236 54 - 16 306
Year ended 31st December, 1999
Provision Provision for
for Provision for contingent
retirement other liabilities and
benefits commitments() commitments Total
(in U.S.$ millions)
...................... 38 20 8 66
...................... — (1) — (1)
...................... 50 31 — 81
...................... (55) (42) (2) (99)
...................... 13 — — 13
...................... @ = 19 17
...................... 44 8 25 77
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36. SUBORDINATED LOAN CAPITAL

At 30th June,

As at 31st December,

2002 2001 2001 2000 1999

Undated—Company (in U.S.$ millions)
Primary Capital floating rate notes:
U.S.$400 MIllION .uveeieieeiee et 400 400 400 400 400
U.S.$300 Million (SErES 2) ..ecceevreeieeeeieesieesieesiee st sreesve e see e 300 300 300 300 300
U.S.$400 Million (SErES 3) ..ecceeicreerieerieeieesieesieesieesiee e see e 400 400 400 400 400
U.S.$200 Million (SErES 4) ..ecceeveeecee e seesieesee st se s 200 200 200 200 200
£150 MIHION <.t 228 211 218 225 246
Undated—Subsidiary undertakings
£200 million Step-UP NOLES .....oueeiiieiiiiiie e 301 277 286 293 —
Undated subordinated loan capital...........ccccccoiiiiiiiiiiiienciiiieeee 1,829 1,788 1,804 1,818 1,546
Dated—Company
£100 million 1278% subordinated unsecured loan stock

2002/2007 ...t e s 149 137 141 145 158
Dated—Subsidiary undertakings
U.S.$200 million floating rate notes 2006 ...........ccccceererereererennenne. — 200 — 200 200
£30 million floating rate notes 2009 ...........occoceeiiriiien e, 45 42 44 45 48
£300 million 6.75% Notes 2009.........ccuiiiririerereeeeee e aeeas 454 419 432 444 483
€600 million 5.375% Notes 2009 .........ccccveriieeriieeeree e 586 502 526 550 596
U.S.$25 million floating rate notes 2004/2009.........ccccceeverrceenennne 25 25 25 25 25
U.S.$4 million floating rate notes 2001/2006 ...........ccccveveererenenne. — — — 4 21
U.S.$325 million floating rate notes 2005/2010 ........cccceeveveceenene 323 323 323 323 —
€575 million 4.5% bonds 2010 ... 557 475 498 521 —
U.S.$700 million subordinated 8% notes 2031..........c.ccccveeeeuneneee. 688 687 688 — —
€500 million 8.16% non-cumulative Trust Preferred Securities

20 OSSR 488 417 437 458 —
£300 million 8.103% Step-up Callable Perpetual Trust Preferred

7= Yo [ 452 418 430 — —
Dated subordinated loan capital..............ccoeeeeiiiiiiiiiiiiiee e 3,767 3,645 3,544 2,715 1,531
Dated subordinated loan capital—repayable:
ONE YEAI OF €SS ..cuueiiiiiiii ettt 149 137 141 — —
Between one and tWo Years.........ccveeviiiieeee et — — — 149 —
Between two and five Years .........ccceeviiiiieei i 348 225 348 200 204
OVEI 5 YBAIS ..ttt sb e b e nee s 3,270 3,283 3,055 2,366 1,327
Dated subordinated loan capital—Group ......cccccceveeeeeeiicccnviineeeennnn. 3,767 3,645 3,544 2,715 1,531
Total subordinated liabilities ...........ccocciiiiiiii e, 5,596 5,433 5,348 4,533 3,077

Claims in respect of the Group’s loan capital are subordinated to the claims of other

creditors.

On 17th March, 2000, the Group issued at par the €575 million 4.5% bonds 2010 (the
“Bonds”). The bondholders have the right to convert each Bond (denominated in units of
€1,000 face value) into one fully paid €1,000 preference share in SCF(J)L at any time on or
after 26th April, 2000. These will be exchanged immediately for Shares in the Company at a
price of 1,018.70 pence per Share (the “exchange price”, which is subject to adjustment as
set out in the prospectus). Unless previously redeemed, purchased and cancelled or
converted, Bonds will be redeemed on 30th March, 2010, although they may be redeemed
at Standard Chartered’s option after 15th April, 2005. They may be redeemed earlier if 85%

of the Bonds have been converted.
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On 30th May, 2001 the Group issued U.S.$700 million of 8.0% subordinated notes due
2031. The notes were issued at a discount, which will be amortised over the life of the notes
(30 years). The notes can be redeemed prior to maturity at the option of the issuer.

On 11th May, 2001, the Group issued Tier 1 capital of £300 million of 8.103% Step-up
Callable Perpetual Trust Preferred Securities. They are redeemable at the option of the Bank
on 11th May, 2016 or on any coupon payment date thereafter. Dividends are set at a rate of
8.103% per annum until 2016. Thereafter they will be reset every five years as the aggregate
of 4.275% and the five year benchmark gilt-rate. The preferred securities may at the Bank’s
option, be either exchanged or their terms varied so that they become Upper Tier 2 securities,
upon the occurrence of certain tax or regulatory events.

On 22nd March, 2000, the Group issued Tier 1 capital of €500 million of 8.16% non-
cumulative Trust Preferred Securities in Standard Chartered Capital Trust 1 LP, a Delaware
statutory business trust, representing a corresponding amount of 8.16% Non-cumulative
Partnership Preferred Securities of Standard Chartered Capital 1 LP (the “Partnership”), a
Delaware limited partnership in which the Bank is the general partner. The securities may be
redeemed at the option of the Bank in its capacity as general partner of the Partnership in
whole or (in certain circumstances) in part on 23rd March, 2010 or in whole or in part on any
dividend payment date thereafter. Dividends are fixed at 8.16% for ten years and at Euribor
plus 3.8% thereafter. The securities will be exchanged for preference shares in Standard
Chartered PLC in the event that they have not been redeemed by 2045, the Bank’s or
Group’s total capital ratio is less than the regulatory minimum or the Partnership is liquidated.
The holders of the securities will have the right, subject to the Partnership’s right of
redemption, to exchange their securities for the cash proceeds of a sale of ordinary shares
or Standard Chartered PLC on 23rd March, 2010.

U.S.$200 million subordinated floating rate notes due 2006 (the “Notes”) were
redeemed by Standard Chartered Bank on 26th December, 2001 (the “Redemption Date”)
pursuant to the terms and conditions of the Notes. The Notes were redeemed at 100% of
their principal amount together with accrued interest to the Redemption Date.

With the exception of the Bonds described above, none of the Group’s loan capital is
secured or convertible.
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37. MINORITY INTERESTS

The change in minority shareholders’ interests (equity) in subsidiary undertakings
comprised:

Six months
ended Year ended
30th June, 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)

At beginning Of PEHOQ ........ooiiiiiii e 73 76 76 112 94
Exchange translation differences.........cccooviieiiiiiiicii e, — (1) @1 @18 (11)
Yo [0 [1 (o] o - J PP TP PPPPPPPPP —_ - 6 _ -
Retained Profits ... ——— 16 3 7y (A7) (14)
L1 Y PP 79 2 1 (1) 43
At end Of PEIIOQ. ....coiiiiiiiiii s 168 80 73 76 112

38. CALLED-UP SHARE CAPITAL

Authorised

The authorised share capital of the Company at 30th June, 2002 was U.S.$4,591
million (at 30th June, 2001: U.S.$4,366 million) (at 31st December, 2001: U.S.$4,427 million;
2000:U.S.$2,296 million; 1999: U.S.$1,448 million) made up of 2,632 million ordinary shares
of U.S.$0.50 each, 500 million non-cumulative preference shares of £1 each, 300 million non-
cumulative preference shares of U.S.$5 each and 1 million non-cumulative preference shares
of €1,000 each.

Allotted, called-up and fully paid

Number of Number of

Number of preference ordinary
preference shares of shares of
shares of £1 U.S.$5 U.S.$0.50
each each each Total
(inU.S.$
(in thousands) millions)
At 1st January, 2002 ..........cceeieeieieee e 200,000 1,000 1,130,678 861
Exchange translation difference...........ccccocoeeennnee. — — — 14
Issued in lieu of dividend ..........ccccooviiieeiiiieneenen, — — 1,623 1
Issued under employee share option schemes........ — — 1,415 =
At 30th June, 2002.........oeuueiiiiicieeeeeeee e, 200,000 1,000 1,133,716 @

Under the terms of the share conversion on 18th January, 2001, each shareholder of
the Company received one ordinary share of U.S.$0.50 for each ordinary share of £0.25 that
he or she held before the conversion. The ordinary shares of £0.25 each have been
cancelled and share certificates for these shares are no longer valid.

On 26th June, 2001 the Company issued one million non-cumulative preference
shares with a nominal value of U.S.$5 each at a price of U.S.$1,000 per preference share.

[-50



APPENDIX | ACCOUNTANTS’ REPORT

The preference shares rank pari passu inter se with the existing preference shares and in
priority to the ordinary shares. Subject to certain conditions, all or part of the preference
shares may be redeemed at the option of the Company, at dividend payment dates on or
after October 2006.

The non-cumulative 738% and 8%2% preference shares of £1 each are irredeemable
and carry the right to repayment of capital in the event of a winding up of the Company. They
do not carry a right to vote at general meetings unless a dividend is unpaid or a resolution is
proposed at the meeting to vary their rights.

Up to 113,067,848 ordinary shares, being part of the authorised share capital, may be
issued under the Employee Share Schemes.

Executive share option schemes

As at 1st January, 2002, there were options outstanding over 6,964,259 Shares under
the schemes. During the period, no options lapsed and options over 286,043 Shares were
exercised at various prices from 256p to 808.5p. There were no options granted under these
schemes during the period.

As at 30th June, 2002, there were options outstanding over 6,678,216 Shares which
may be exercised on various dates up to 2009 under the rules of the schemes.

Supplemental executive share option scheme

As at 1st January, 2002, there were options outstanding over 2,963,884 Shares under
the scheme. The exercise of these options will be linked to performance criteria. During the
period, 555,031 options lapsed and there were no exercises. There were no options granted
under this scheme during the period.

As at 30th June, 2002, there were options outstanding over 2,408,853 Shares, which
may be exercised on various dates up to 2005 under the scheme rules.

1997 restricted share scheme

As at 1st January, 2002, there were allocations outstanding over 3,329,106 Shares.
During the period, allocations over 463,683 Shares were exercised and allocations over
(3,473) options lapsed during the period. The following allocations were made:

Number of Shares

Date allocation made allocated Exercise period
6th March, 2002 2,190,462 2004-2009
20th May, 2002 52,216 2004-2009

As at 30th June, 2002, there were allocations outstanding over 5,111,574 Shares
which may be exercised at various dates up to 2009 under the rules of the scheme.
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2000 executive share option scheme

As at 1st January, 2002 there were options outstanding over 12,858,920 Shares.
During the period, no options lapsed and no options were exercised. The following options
were granted under the scheme:

Option price per Number of Shares
Date option granted Share under option Exercise period
6th March, 2002 722.8p 8,366,700 2005-2012
20th May, 2002 861.8p 208,865 2005-2012

The exercise of options granted during the period will be linked to performance criteria
and a personal shareholding requirement.

As at 30th June, 2002, there were options outstanding over 21,434,485 Shares which
may be exercised at various dates up to 2012 under the rules of the scheme.

2001 performance share plan

In May 2001 a new performance share plan was introduced to complement the 2000
Executive Share Option Scheme introduced last year. The following options were granted
under the plan:

Number of Shares

Date option granted under option Exercise period
6th March, 2002 899,866 2005-2012
20th May, 2002 52,216 2005-2012

The exercise of options granted during the period will be linked to performance criteria
and a personal shareholding requirement.

As at 30th June, 2002, there were allocations outstanding over 1,621,832 Shares.

Savings related share option schemes

U.K. scheme

The terms of the Group’s savings related share option schemes were amended in
1996 so that existing and future options may be subscribed for, at up to full market value, by
a qualifying share ownership trust (“QUEST”) which will deliver them to the employees on
payment of the option price. 340,778 Shares were issued to the QUEST during the period.
This makes the Group’s subsidiaries more accountable for the cost of granting options.
During the period, options were exercised over 249,928 Shares at an average price to the
employees of 376p per Share, with the price received by the Company from the qualifying
share ownership trust averaging 771p per Share. The difference between the exercise price
and the issue price was met by the Company’s U.K. subsidiaries and has been included in
the consolidated accounts as share premium.

At 1st January, 2002, there were options outstanding over 1,926,630 Shares under this
scheme. During the period, options were exercised over 249,928 Shares at prices from 200p
to 723p and 85,342 options were registered as having lapsed. There were no options granted
under this scheme during the period.

[-562



APPENDIX | ACCOUNTANTS’ REPORT

As at 30th June, 2002, there were options outstanding over 1,591,360 Shares, which
may be exercised at various dates up to 2007 under the rules of the schemes.

International scheme
The Company’s savings related share option scheme is now available in all countries
where the Group operates.

At 1st January, 2002, there were 6,420,309 options outstanding under the scheme.
During the period, 501,331 options were registered as having lapsed. Options were exercised
over 795,558 Shares at prices from 334p to 723p and no options were granted under the
scheme:

As at 30th June, 2002, there were options outstanding over 5,123,420 Shares which
may be exercised on various dates up to 2006 under the scheme rules.

39. SHAREHOLDERS’ FUNDS

Six months ended 30th June, 2002

Share Premises Total
Share premium Capital revaluation Profit & shareholders’
capital account reserve reserve loss account funds
(in U.S.$ millions)
At 1st January, 2002..........cccccviieeeeeeneennn. 861 2,761 5 61 3,850 7,538
Exchange translation differences............... 14 — — (1) (52) (39)
Shares issued, net of expenses................. 1 11 — — 32 44
Retained profit for the period..................... — — — — 200 200
Capitalised on exercise of share options.. ~— 2 — — ) =
At 30th June, 2002 ..., 876 2,774 5 60 4,028 7,743
Equity interests ..., 6,470
Non-equity interests.........ccccvviiiieiiniiienn, 1,273
At 30th June, 2002 ..., 7,743
Six months ended 30th June, 2001
Share Premises Total
Share premium Capital revaluation Profit & shareholders’
capital account reserve reserve loss account funds
(in U.S.$ millions)
At 1st January, 2001 .........cccccciiiiiieeeeeeen, 719 1,907 — 65 3,817 6,508
Exchange translation differences............... (17) — — (1) (79) (97)
Transfer from share premium as a result
of capital conversion ..........cccccceviiiennn. 144 (149) 5 — — —

Shares issued, net of expenses................. 5 979 — — — 984
Retained profit for the period..................... — — — — 247 247
Capitalised on exercise of share options .. ~ — 5 — (5) —
At 30th June, 2001 ..., 851 2,742 5 64 3,980 7,642
Equity interests ..., 6,391
Non-equity interests.........ccccevvieeeiniiinennn. 1,251
At 30th June, 2001 ..., 7,642
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Year ended 31st December, 2001
Share Premises Total
Share premium Capital revaluation Profit & shareholders’
capital account reserve reserve loss account funds
(in U.S.$ millions)
At 1st January, 20071 ..., 719 1,907 — 65 3,817 6,508
Exchange translation differences............... (9) — — (2) (107) (118)
Transfer from share premium as a result
of capital conversion ...........ccccccoviiieenn. 144 (149) 5 — — —
Shares issued, net of expenses................. 7 984 — — — 991
Retained profit for the period..................... — — — — 157 157
Capitalised on exercise of share options .. — 19 — — (19) —
Realised on disposal of premises.............. — — — (2) 2 —
At 31st December, 2001 ........cccceeeieeeeernnnn. 861 2,761 5 61 3,850 7,538
Equity interests ......cccooeiiiiiiiiii, 6,279
Non-equity interests ..., 1,259
At 31st December, 2001 .......cccevvevvevnneeenns 7,538
Year ended 31st December, 2000
Share Premises Total
Share premium revaluation Profit & shareholders’
capital account reserve loss account funds
(in U.S.$ millions)
At 1st January, 2000 .........oooiiiiiiiiiiieeee e 753 1,319 77 3,445 5,594
Exchange translation differences..........cc.ccccovveeenn. (60) (105) (8) (366) (539)
Shares issued, net of expenses..........cccveveernnneen. 26 680 — 134 840
Goodwill previously written off against reserves.... — — — 25 25
Retained profit for the period ...........ccceeiiiiiiienen. — — — 578 578
Capitalised on exercise of share options............... — 13 — (13) —
Realised on disposal of premises.........c.ccccceeeene — (4) 4 —
Other .. — — — 10 10
At 31st December, 2000 .........covveeeeeriiiiiiiieeeeeeinnnnn. 719 1,907 65 3,817 6,508
Equity interests ... 6,210
Non-equity interests ........ccocciiiiiiiiiiiiiiieeee, 298
At 31st December, 2000 ........ccovveeeieiiieeieeeeeeeeeennnn. 6,508
Year ended 31st December, 1999
Share Premises Total
Share premium revaluation Profit & shareholders’
capital account reserve loss account funds
(in U.S.$ millions)
At 1st January, 1999 ... 747 710 99 3,281 4,837
Exchange translation differences.........cc.ccococeeenne (18) 17) — (61) (96)
Shares issued, net of expenses.........ccccceeveernnnenn. 24 616 — 104 744
Premises revaluation...........ccccooceeiiiniieiiiniieenene — — (16) (4) (20)
Retained profit for the period ........ccccocoiiiiiiiiiencn. — — — 139 139
Capitalised on exercise of share options............... — 10 — (10) —
(0] {011 SR URPRURPUPTRN — — (6) (4) (10)
At 31st December, 1999 ..., 753 1,319 77 3,445 5,594
Equity interests ... 5,270
Non-equity interests .......ccccoceviiiiiiiiiiiieeeeeeeee, 324
At 31st December, 1999 ... 5,594
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The cumulative amount of premiums on the acquisition of subsidiary and associated
undertakings written off against Group reserves since 1973 is U.S.$27 million (at 30th June,
2001: U.S.$27 million) (at 31st December, 2001: U.S.$27 million; 2000: U.S.$27 million;
1999: U.S.$55 million). This excludes amounts in respect of businesses sold.

A substantial part of the Group’s reserves are held in overseas subsidiary
undertakings and branches principally to support local operations or to comply with local
regulations. If these overseas reserves were to be remitted, further unprovided taxation
liabilities might arise.

40. CONSOLIDATED CASH FLOW STATEMENT

(a) Reconciliation between operating profit before taxation and net cash inflow from
operating activities

Six months ended

30th June, Year ended 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Operating profit........ccoi e, 634 628 1,089 877 821
Items not involving cash flow:
Amortisation of goodwill............ccceeveiiiiiiiiiiiees 68 68 140 71 35
Depreciation and amortisation of premises and
1= Lo 01 o] 14 =T o | SO P 89 84 184 226 154

Loss on disposal of tangible fixed assets.................. 1 — 1 1 —

Gain on disposal of investment securities................. (19) (7) (23) (11) (5)

Amortisation of investments...........ccccccovieeeieeeeienne (16) (3) (11) (27) (49)

Charge for bad and doubtful debts and contingent

1E= o1 1= 407 269 731 470 801
Debts written off, net of recoveries..........cccccvvveeeeennn. (401) (8374)  (950) (953) (405)
Increase/(decrease) in accruals and deferred

1 TeTo] o o= S (149) (52) (66) 159 (358)
(Increase)/decrease in prepayments and accrued

INCOIME ..t e et et e e e e e seeeeenee e 109 176 236 (340) 197

Adjustments for items shown separately:

Interest paid on subordinated loan capital ................ 208 164 321 202 165
Net cash inflow from trading activities..................... 931 953 1,652 675 1,356
Net (increase)/decrease in cheques in the course of

CONECHION .. (2) (41) (71) (58) 5
Net (increase)/decrease in treasury bills and other

eligible Dills.........ooiii (47) (19) 1 (103) (50)
Net increase in loans and advances to banks and

CUSTOMEIS. ... (2,063) (6,942) 1,282 (5,630) (5,412)
Net increase in deposits from banks, customer

accounts and debt securities in issue .............cc....... 3,043 7,082 3,805 7,525 5,661
Net (increase)/decrease in dealing securities............... (615) (409) (606) (47) (374)
Net (increase)/decrease in mark-to-market

AdJUSTMENT ... 128 342 63 (106) (105)
Net (decrease)/increase in other accounts ................... (415) 292 (13) 1,367 501
Net cash inflow from operating activities................. 960 1,258 6,113 3,623 1,582
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(b) Analysis of changes in cash

Balance at 1st January ........ccccocoveeiiiiiiiii e
Exchange translation differences..........cccccoocveeiiiiiiennnnns
Net cash (OUflow)/iNflOW.........cccuveeeiiiiiiiieie e,

Balance at end of period

(c) Analysis of cash

Cash and balances at central banks
Demand loans and advances to banks

At 30th June, At 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)
3,549 4,278 4,278 2,245 2117
81 (138) (121) (236) —
(580) (1,445) (608) 2,269 128
3,050 2,695 3,549 4,278 2,245

At 30th June, At 31st December,

(d) Analysis of changes in financing during the period

At 1SE JANUATY.....oiiiiiii e

Exchange translation differences

Transfer from share premium as a result of capital conversion ..
Share capital issued, net of eXPeNnSes .........ccoceeverveiereecienenens.

Capitalised on exercise of share options

Issue of subordinated loan capital, net of expenses....

At st January ...
Exchange translation differences........................
Transfer from share premium as a result of
capital CONVErsioNn..........cccceerieiiecnieeneeeeeee
Share capital issued, net of expenses.....
Capitalised on exercise of share options....
Issue of subordinated loan capital, net of
EXPENSES ..ottt
Repayment of subordinated liabilities ...
Other ...

At 31st December ........oeeeveiiiiieieeeeeee e
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2002 2001 2001 2000 1999
(in U.S.$ millions)
................................. 852 1,031 1,004 791 986
............................. 2,198 1,664 2,545 3,487 1,264
3,060 2,695 3,549 4278 2,250
Six months ended 30th June,
2002 2001
Share Share Capital Loan Share  Capital Capital Loan
capital premium reserve capital capital premium reserve capital
(in U.S.$ millions)

861 2,761 5 5348 719 1,907 — 4,533

14 SR — 248 (17) —  — (21

— - — — 144 (149) 5 —

1 1 — — 5 979 — —

— — — — 5 — —

— — — — 1,109

— R — N — [ — 2

876 2,774 5 5506 851 2,742 5 5433

Year ended 31st December,
2001 2000 1999
Share Share Capital Loan Share Share Loan Share Share Loan
capital premium reserve capital capital premium capital capital premium capital
(in U.S.$ millions)

719 1,907 — 4533 753 1,319 3,077 747 710 1,909
9) — — (108) (60) (105) (121) (18) (17) (37)
144 (149) 5 - - — - - — —
7 984 — — 26 680 — 24 616 —

— 19 — — — 13 — — 10 —
e e 1,119 — 1,593 — 1,244
— —  —  (e00) — — (18 — —  (40)
— R — 4 — — [ R — 1
861 2,761 5 5348 719 1,907 4,533 753 1,319 3,077
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41. SEGMENTAL INFORMATION

By geographic segment

Six months ended 30th June, 2002

Middle Americas,
Other East & UK. &
Hong Asia Other Group
Kong Singapore Malaysia Pacific India South Asia Africa Head Office Total
(in U.S.$ millions)

Interest receivable.............. 848 359 164 369 298 303 163 759 3,263
Interest payable.................. (276) (186) (84) (197) (189) (148) (58) (583) (1,721)
Net interest income.......... 572 173 80 172 109 155 105 176 1,542
Fees and commissions

receivable, net................ 127 44 25 67 41 54 45 73 476
Dealing profits and

exchange.......c.cccccvevneen.. 35 17 9 4 18 29 24 56 229
Other operating income ..... — 1 1 3 30 4 2 (3) 38
Net revenue 734 235 115 283 198 242 176 302 2,285
(0701S) (TR (296) (97) (73) (195) (103) (92) (111) (209) (1,176)
Amortisation of goodwill ..... (68) (68)
Total operating

EXPENSES .....eerrrramrrsssnnnns (296) (97) (73) (195) (103) (92) (111) (277) (1,244)
Operating profit before

Provisions ........cccueeennans 438 138 42 88 95 150 65 25 1,041
Charge for debts,

contingent liabilities and

commitments.................. (231) 17) (10) (34) (19) — 3 (99) (407)
Profit before taxation....... 207 121 32 54 76 150 68 (74) 634
Loans and advances to

customers—average.... 21,180 7,130 3,734 5,930 2,055 4,170 994 8,859 54,052
Net interest margin (%) ... 3.2 24 25 24 41 4.0 7.6 1.2 3.1
Loans and advances to

customers—period

end......ccoceeeeieiiiiieeeen, 21,155 7,775 3,760 6,556 2,064 4,234 1,102 8,237 54,883
Loans and advances to

banks—period end........ 4,053 2,644 725 2,771 335 1,731 279 7,565 20,103
Total assets employed..... 40,408 17,845 6,491 16,277 7,164 9,612 3,737 43,112 144,646
Total risk weighted

assets and

contingents................... 20,372 10,641 3,584 8,116 4,094 5912 1,453 19,477 73,649

Notes:

(1) Total interest receivable and total interest payable include intra-group interest of U.S.$710 million.
(2) Group central expenses have been distributed between segments in proportion to their direct costs and the benefit of the
Group’s capital has been distributed between segments in proportion to their risk weighted assets.
(3) Business acquisitions have been made as part of the Group’s growth strategy. These activities are a result of corporate
decisions made at the centre and the amortisation of purchased goodwill is included in the Americas, U.K. & Group Head

Office segment.

(4) Total assets employed include intra-group items of U.S.$26,234 million and balances of U.S.$5,595 million which are netted
in the summarised consolidated balance sheet. Assets held at the centre have been distributed between geographic
segments in proportion to their total assets employed.

(5) The geographic segment is based on the location of the office.
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Six months ended 30th June, 2001

Middle Americas,
Other East & U.K. &
Hong Asia Other Group
Kong Singapore Malaysia Pacific India S Asia Africa Head Office Total
(in U.S.$ millions)

Interest receivable..................... 1,280 454 193 434 279 385 168 1,377 4,570
Interest payable ............ccoouee. (753) (309) (105) (278) (181) (256) (70) (1,213) (3,165)
Net interest income ................ 527 145 88 156 98 129 98 164 1,405
Fees and commissions

receivable, Net.......ccceeeeeeeee.ns 142 52 23 61 39 49 40 71 477
Dealing profits and exchange ... 26 21 12 46 23 27 37 57 249
Other operating income ............ 2 — 1 2 10 3 2 13 33
Net revenue 697 218 124 265 170 208 177 305 2,164
(07015 - TS (330) (99) (61) (200) (106) (99) (110) (194) (1,199)
Amortisation of goodwill (68) (68)
Total operating expenses....... (330) (99) (61) (200) (106) (99) (110) (262) (1,267)
Operating profit before

Provisions ...........ccccceeveeee 367 119 63 65 64 109 67 43 897
Charge for debts, contingent

liabilities and commitments...  (102) (23) (55) 27y (1) (1) (3) (37) (269)
Profit before taxation.............. 265 96 8 38 53 98 64 6 628
Loans and advances to

customers—average........... 21,147 6,174 3,538 5,316 1,888 4,181 1,078 9,080 52,402
Net interest margin (%) .......... 3.0 2.0 2.9 28 4.0 3.8 8.1 1.2 3.0
Loans and advances to

customers-period end ........ 21,612 6,171 3,650 5,376 1,904 3,992 973 9,349 52,927
Loans and advances to

banks-period end................. 4,082 4,093 1,174 3,292 255 1,455 225 12,391 26,967
Total assets employed............ 40,239 16,112 6,657 14,119 6,052 9,129 3,149 40,593 136,050
Total risk weighted assets

and contingents ................. 20,565 8,786 4,068 6,815 3,648 5572 1,443 18,353 69,250

Notes:
(1)
(2

Total interest receivable and total interest payable include intra-group interest of U.S.$1,170 million.
Group central expenses have been distributed between segments in proportion to their direct costs and the benefit of the

Group’s capital has been distributed between segments in proportion to their risk weighted assets.

@)

Business acquisitions have been made as part of the Group’s growth strategy. These activities are a result of corporate

decisions made at the centre and the amortisation of purchased goodwill is included in the Americas, U.K. & Group Head

Office segments.

(4)

Total assets employed include intra-group items of U.S.$23,132 million and balances of U.S.$3,081 million which are netted

in the Summarized Consolidated Balance Sheet. Assets held at the centre have been distributed between geographic
segments in proportion to their total assets employed.

(6)

The geographic segment is based on the location of the office.
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Year ended 31st December, 2001

Middle Americas,
East & U.K. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Interest receivable....................... 2,377 913 385 892 572 749 339 2,479 8,706
Interest payable..........cccceeeuveeennne (1,283) (608) (218) (580) (373) (468) (134) (2,142) (5,806)
Net interest income................... 1,094 305 167 312 199 281 205 337 2,900
Fees and commissions
receivable, net.........ooeueiiennnnns 301 95 47 121 78 96 86 153 977
Dealing profits and exchange ..... 50 40 20 90 42 55 62 111 470
Other operating income .............. (3) — 3 6 36 4 2 10 58
Net revenue 1,442 440 237 529 355 436 355 611 4,405
(07011 £ (679) (205) (131) (404) (209) (207) (226) (384) (2,445)
Amortisation of goodwill .............. (140) (140)
Total operating expenses......... (679) (205) (131) (404) (209) (207) (226) (524) (2,585)
Operating profit before
Provisions ...........ccccccceeevieenn. 763 235 106 125 146 229 129 87 1,820
Charge for debts, contingent
liabilities and commitments ..... (257) (51) (130) (86) (27) (39) (13) (128) (731)
Profit before taxation................ 506 184 (24) 39 119 190 116 (41) 1,089
Loans and advances to
customers—average.............. 21,233 6,311 3,555 5,520 1,909 4,102 1,007 9,198 52,835
Net interest margin (%)............. 3.2 1.9 2.7 23 40 4.0 8.2 1.0 3.0
Loans and advances to
customers—period end........ 21,145 6,828 3,705 5,842 1,923 4,117 969 8,476 53,005
Loans and advances to banks
—period end ........ccceeeerriinnnns 1,227 2,315 607 3,184 398 1,704 325 9,818 19,578
Total assets employed.............. 39,508 15,086 6,223 14,580 5,994 9,604 3,487 41,335 135,817
Total risk weighted assets and
contingents........ccoeeeeriinennnns 19,320 8,933 3,630 7,446 3,590 5,802 1,343 19,778 69,842

Notes:

(1) Total interest receivable and total interest payable include intra-group interest of U.S.$2,287 million. Total assets employed
include intra-group items of U.S.$24,724 million and balances of U.S.$3,558 million which are netted in the consolidated

balance sheet.

(2) Group central expenses and other overhead costs have been distributed between segments in proportion to their direct
costs, and the benefit of the Group’s capital has been distributed between segments in proportion to their risk weighted
assets. Assets held at the centre have been distributed between geographic segments in proportion to their assets

employed.

(3) Business acquisitions have been made as part of the Group’s growth strategy. These activities are result of corporate
decisions made at the centre and the amortisation of purchased goodwill is included in the Americas, U.K. and Group Head

Office segment.

(4) The geographic segments is based on the location of the office.
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Year ended 31st December, 2000
Middle Americas,
Other East & UK. &
Hong Asia Other Group
Kong Singapore Malaysia Pacific India South Asia Africa Head Office Total
(in U.S.$ millions)

Interest receivable......................... 2,501 825 347 972 383 618 408 2,969 9,023
Interest payable .......c.cccceevieeennnns (1,603) (632) (156) (675) (241) (431) (204) (2,501) (6,343)
Net interest income ................... 898 293 191 297 142 187 204 468 2,680
Fees and commissions

receivable, net...............ceeeeen. 243 104 48 138 55 71 104 125 888
Dealing profits and exchange....... 44 35 19 72 21 38 55 93 377
Other operating income................. 3 — 3 7 54 5 4 40 116
Net revenue 1,188 432 261 514 272 301 367 726 4,061
COStS oo, (553) (176) (116)  (448) (132) (155) (212) (505) (2,297)
Amortisation of goodwill... (71) (71)
Restructuring charge........ (323) (323)
Year 2000 COStS ......ccevvuevrreeieenne (23) (23)
Total operating expenses........... (553) (176) (116)  (448) (132) (155) (212) (922) (2,714)
Operating profit before

Provisions.............coccceevieeene 635 256 145 66 140 146 155 (196) 1,347
Charge for debts, contingent

liabilities and commitments....... (126) (20) (25) (60) (31) (28) (50) (130) (470)
Operating profit.......................... 509 236 120 6 109 118 105 (326) 877
Profit on disposal of subsidiary

undertakings........ccccovvcveeeeeennnnn. 532 532
Profit before taxation.................. 509 236 120 6 109 118 105 206 1,409
Loans and advances to

customers—average............... 18,157 6,279 3,744 5,389 1,389 4,073 1,084 9,398 49,513
Net interest margin (%) .............. 2.9 22 3.6 25 41 2.8 8.5 1.5 3.1
Loans and advances to

customers—period end.......... 20,615 6,294 4,091 5,504 1,760 4,262 1,071 8,285 51,882
Loans and advances to banks

—periodend.............ccceeeennn 2,122 3,390 414 3,089 393 1,308 198 12,845 23,759
Total assets employed ............... 38,290 14,233 6,222 13,549 4,447 9,321 2,863 37,916 126,841
Total risk weighted assets and

contingents...............ccccoeen. 17,958 8,310 3,677 7,244 3,415 5,673 1,302 17,451 65,030

Notes:

(1) Total interest receivable and total interest payable include intra-group interest of U.S.$2,118 million. Total assets employed
include intra-group items of U.S.$21,790 million and balances of U.S.$2,616 million which are netted in the consolidated

balance sheet.

(2) Group central expenses and other overhead costs have been distributed between segments in proportion to their direct
costs, and the benefit of the Group’s capital has been distributed between segments in proportion to their risk weighted
assets. Assets held at the centre have been distributed between geographic segments in proportion to their total assets

employed.

(38) The restructuring programme and the resolution of Year 2000 related technology issues have been managed from the
centre as global projects, and the costs of these initiatives are included in the Americas, U.K. & Group Head Office segment.
(4) Business acquisitions have been made as part of the Group’s growth strategy. These activities are a result of corporate
decisions made at the centre and the amortisation of purchased goodwill is included in the Americas, U.K. & Group Head

Office segment.

(5) The geographic segment is based on the location of the office.

[-60



APPENDIX |

ACCOUNTANTS’ REPORT

Year ended 31st December, 1999

Middle Americas,
East & U.K. &
Other Other Group
Hong Asia South Head
Kong Singapore Malaysia Pacific India Asia Africa Office Total
(in U.S.$ millions)
Interest receivable....................... 2,183 969 392 691 231 422 417 2,562 7,867
Interest payable...........ccccoeveennnns (1,327) (664) (209) (436) (146) (277) (205) (1,956) (5,220)
Net interest income................... 856 305 183 255 85 145 212 606 2,647
Fees and commissions
receivable, net.........ooeueiiennnnns 205 85 42 120 37 53 94 73 709
Dealing profits and exchange ..... 49 34 15 95 11 26 58 110 398
Other operating income .............. 6 6 10 5 1 3 13 50 94
Net revenue 1,116 430 250 475 134 227 377 839 3,848
(07011 £ (511) (165) (112) (340) (126) (105) (197) (537) (2,093)
Amortisation of goodwill .............. (35) (35)
Year 2000 COSIS .....coeeeeiuveeeneennn. (98) (98)
Total operating expenses......... (511) (165) (112) (340) (126) (105) (197) (670) (2,226)
Operating profit before
provisions ..............ccccceeeeenn. 605 265 138 135 8 122 180 169 1,622
Charge for debts, contingent
liabilities and commitments ..... (288) (86) (42) (176) (26) (87) (10) (86) (801)
Profit before taxation................ 317 179 96 (41) (18) 35 170 83 821
Loans and advances to
customers—average.............. 16,701 5,841 3,884 5,471 749 2,178 1,187 9,385 45,396
Net interest margin (%)............. 3.0 2.0 3.2 26 47 41 8.4 2.0 3.4
Loans and advances to
customers—period end ........ 16,893 6,056 4,101 5,317 782 2,332 1,264 9,906 46,651
Loans and advances to banks
—periodend .............cccennee 2,667 3,001 301 1,642 24 867 170 9,798 18,470
Total assets employed.............. 32,931 12,612 5311 12,804 1,101 5,872 3,086 34,873 108,590
Total risk weighted assets and
contingents ..............cccoeeee. 14,763 7,672 3,553 6,895 1,509 3,142 1,628 18,076 57,238

Notes:

(1) Total interest receivable and total interest payable include intra-group interest of U.S.$1,832 million. Total assets employed
include intra-group items of U.S.$19,793 million and balances of U.S.$1,011 million which are netted in the consolidated

balance sheet.

@)

Group central expenses and other overhead costs have been distributed between segments in proportion to their direct costs, and the

benefit of the Group’s capital has been distributed between segments in proportion to their risk weighted assets. Assets held at the
centre have been distributed between geographic segments in proportion to their total assets employed.

included in the Americas, U.K. & Group Head Office segment.
(4) Business acquisitions have been made as part of the Group’s growth strategy. These activities are a result of corporate decisions

made at the centre and the amortisation of purchased goodwill is included in the Americas, U.K. & Group Head Office segment.
(5) The geographic segment is based on the location of the office.
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By class of business

Six months ended 30th June,

Total

(in U.S.$ millions)

1,405
759

2,164

(1,199)
(68)

(1,267)

897

(269)

628

136,050

Consumer
Banking
Net interest income........ccccccceeeeinnnnis 938
Other income .......ccceevciveeeeiiiieee s 277
Netrevenue.........cccoooeevvviivvvneeiininnnn, 1,215
COStS it (568)
Amortisation of goodwill....................
Total operating expenses ............... (568)
Operating profit before
ProVisSions ...........cccoovvvieeeiiiiiiennn. 647
Charge for debts, contingent
liabilities and commitments............ (321)
Profit before taxation ..................... 326
Total assets employed .................... 41,541
Notes:

(1) Total operating expenses include a U.S.$68 million (six months ended 30th June, 2001: U.S.$68 million) charge relating to
the amortisation of goodwill. These costs are a result of global projects managed from the centre and corporate decisions

made at the centre and have not been attributed to business segments.

(2) Group central expenses and other overhead costs have been distributed between classes of business in proportion to their
direct costs and the benefit of the Group’s capital has been distributed between classes of business in proportion to their

risk weighted assets.

(3) Total assets employed include intra-group items of U.S.$26,234 million (at 30th June, 2001: U.S.$23,132 million) and
balances of U.S.$5,595 million (at 30th June, 2001: U.S.$3,081 million) which are netted in the consolidated balance sheet.
Assets held at the centre have been distributed between classes of business in proportion to their total assets employed.
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Year ended 31st December,
2001 2000 1999

Consumer Wholesale Consumer Wholesale Consumer Wholesale
Banking Banking  Total Banking Banking  Total Banking Banking Total

(in U.S.$ millions)

Net interest income................. 1,702 1,198 2,900 1,607 1,073 2,680 1,531 1,116 2,647
Other inCoOmMe .......cccevveveeeeeneen. 520 985 1,505 453 928 1,381 333 868 1,201
Net Revenue.............ccccuen. 2,222 2,183 4,405 2,060 2,001 4,061 1,864 1,984 3,848
COSES .eiiieiie e (1,254) (1,191) (2,445) (1,124) (1,173) (2,297) (990) (1,103) (2,093)
Amortisation of goodwill........... (140) (71) (35)
Restructuring provision............ — (323) —
Year 2000 COStS ......cevveerueennne. — (23) (98)
Total operating expenses...... (1,254) (1,191) (2,585) (1,124) (1,173) (2,714) (990) (1,103) (2,226)
Operating profit before

Provisions ........ccecensscnennnnns 968 992 1,820 936 828 1,347 874 881 1,622
Charge for debts, contingent

liabilities and commitments .. (330) (401) (731) (182) (288) (470) (228) (573) (801)
Operating profit after

provisions, before

exceptional items................ 638 591 1,089 754 540 877 646 308 821
Profit on disposal of subsidiary

undertakings.........ccccceeenene — 532 —
Profit before taxation............. 1,089 1,409 821
Total assets employed .......... 44,992 90,825 135,817 42,729 84,112 126,841 34,631 73,959 108,590

Notes:

(1) Total operating expenses include a U.S.$nil restructuring charge (2000: U.S.$323 million; 1999: U.S.$nil), U.S.$140 million relating
to amortisation of goodwill charge (2000: U.S.$71 million; 1999: U.S.$35 million) and U.S.$nil of year 2000 costs (2000: U.S.$23
million; 1999: U.S.$98 million). These costs are a result of global projects managed from the centre and corporate decisions made
at the centre and have not been attributed to business segments.

(2) Group central expenses and other overhead costs have been distributed between classes of business in proportion to their direct
costs and the benefit of the Group’s capital has been distributed between classes of business in proportion to their risk weighted
assets.

(3) Total assets employed include intra-group items of U.S.$24,724 million (2000: U.S.$21,790 million; 1999: U.S.$19,793 million) and
balances which are netted in the consolidated balance sheet of U.S.$3,558 million (2000: U.S.$2,616 million; 1999: U.S.$1,011
million). Assets held at the centre have been distributed between classes of businesses in proportion to their total assets
employed.

42. SECURED LIABILITIES

At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)
Notes in circulation (Note 33) .....ccceevviiiiiiiiiiiieeeeee e, 1,910 1,719 1,884 1,665 1,717

The notes in circulation were secured by the deposit of funds of U.S.$1,910 million (at 30th
June, 2001: U.S.$1,719 million) (at 31st December, 2001: U.S.$1,884 million; 2000: U.S.$1,665
million 1999: U.S.$1,717 million) in respect of which Hong Kong Government certificates of
indebtedness were held (note 28).

[-63



APPENDIX | ACCOUNTANTS’ REPORT

43. CAPITAL COMMITMENTS

Capital expenditure approved by the directors but not provided for in these accounts

amounted to:
At 30th June, At 31st December,

2002 2001 2001 2000 1999
(in U.S.$ millions)
(070] 01 (7= T (=T o N 19 9 29 6 11
N[0 A oo ] 0] { 7= T (=T o 20 15 32 6 3

44. ASSETS AND LIABILITIES IN CURRENCIES OTHER THAN U.S. DOLLAR
At 30th June, At 31st December,
2002 2001 2001 2000 1999
(in U.S.$ millions)

Total assets denominated in:
L0 RS T o (o] | = T TR 52,184 43,395 52,513 38,635 30,965
Other CUIMENCIES ....eeiiiieeee e 60,633 66,442 55,022 63,800 56,821

112,817 109,837 107,535 102,435 87,786

Total liabilities denominated in:
L0 RS TR0 (o] | = T TR 45,961 44 641 52,750 39,535 30,707
Other CUIMENGCIES ... 66,856 65,196 54,785 62,900 57,079

112,817 109,837 107,535 102,435 87,786
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45. CONTINGENT LIABILITIES AND COMMITMENTS

The table below shows the contract or underlying principal amounts, credit equivalent
amounts and risk weighted amounts of unmatured off-balance sheet transactions at the balance
sheet date. The contract or underlying principal amounts indicate the volume of business
outstanding and do not represent amounts at risk. The credit equivalent and risk weighted
amounts have been calculated in accordance with the Bank of England’s guidelines implementing
the Basel Accord on capital adequacy, after taking account of collateral and guarantees received.

Contingent liabilities

Acceptances and endorsements ..............

Guarantees and irrevocable letters of
Credit. ...

Other contingent liabilities.............cc..........

Commitments

Documentary credits and short term
trade-related transactions.....................

Forward asset purchases and forward
deposits placed .......cccoeveeeeiiiiiiiiiiis

Undrawn formal standby facilities, credit
lines and other commitments to lend:

1 year and OVer.........ccccouvieieeeieeieee e

Less than 1 year......cccocceeviiiiieeeiiiiieeeens

At 30th June,

2002 2001
Contract or Contract or
underlying Credit Risk underlying Credit Risk
principal equivalent weighted principal equivalent weighted
amount amount amount amount amount amount
(in U.S.$ millions)
672 672 595 630 630 595
12,742 9,262 6,503 10,933 7,648 5,637
3,789 2,425 1,836 3,303 2,207 1,726
17,203 12,359 8,934 14,866 10,485 7,958
1,987 397 343 2,478 496 439
100 100 20 147 147 29
7,621 3,811 2,763 7,630 3,815 2,952
29,436 — — 33,325 — —
39,144 4,308 3,126 43,580 4,458 3,420
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At 31st December,

2001 2000 1999
Contract or Contract or Contract or
underlying Credit Risk underlying Credit Risk underlying Credit Risk
principal  equivalent weighted principal equivalent weighted principal equivalent weighted
amount amount amount amount amount amount amount amount amount

(in U.S.$ millions)
Contingent liabilities

Acceptances and endorsements .................... 704 704 671 945 945 664 954 954 700
Guarantees and irrevocable letters of credit.. 11,227 7,926 5,940 9,951 6,950 5,154 9,521 6,674 5,105
Other contingent liabilities ............c.ccccevenenne 3,645 2,352 1,895 3,526 2,344 1,812 1,053 909 659
15,576 10,982 8,506 14,422 10,239 7,630 11,528 8,537 6,464

Commitments
Documentary credits and short term trade-

related transactions...........cccoeiiiiiin e 2,032 406 328 2,632 507 406 1,575 314 298
Forward asset purchases and forward

deposits placed .........cccceeiiiiiiiniiiieeene 41 41 8 24 24 7 79 79 29
Undrawn note issuance and revolving

underwriting facilities..........ccocceeiiiiiiieens — — — — — — 18 10 10

Undrawn formal standby facilities, credit

lines and other commitments to lend:
1 year and OVEN ......coceeveeeieeiieeiee e 6,487 3,244 2,358 6,977 3,489 2,077 6,054 3,026 1,848
Less than 1 year......ccccooiriiiiiiiiicncecce 34,062 — — 33,315 — — 33,174 — —

42,622 3,691 2,694 42,848 4,020 2,490 40,900 3,429 2,185

Under the Basel Accord, credit equivalent amounts, obtained by applying credit conversion
factors to the contract amount, are risk weighted according to the nature of the counterparty.
Undrawn loan commitments which are unconditionally cancellable at any time or which have a
maturity of less than one year have a risk weighting of zero.

46. FAIR VALUES

These tables analyse the notional principal amounts and the positive and negative fair
values of the Group’s derivative financial instruments. Positive and negative fair values are the
mark-to-market values of the derivative contracts adjusted for any amounts recognised in the
Consolidated Profit and Loss Account for non-trading items. Notional principal amounts are the
amount of principal underlying the contract at the reporting date.

Fair values at the period end are representative of the Group’s typical position during the
period.

Trading activities are defined as positions held in financial instruments with the intention of
benefiting from short term rates or price movements.
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The paragraph headed “Risk Management” in the section “Financial Information” of
this prospectus explains the Group’s risk management of derivative contracts.

At 30th June, 2002

Notional Positive Negative
principal fair fair
amounts value value

(in U.S.$ millions)

Trading book

Forward foreign exchange CONraCES ..........coiiiiiiiiiiiiie et s 360,862 7,767 7,953
Foreign exchange derivative contracts

Currency SWaps and OPHIONS .....coiueiiiiiiiieiie it ree et ee e te et e e e sateestee st eesbeeenteesseeebeesseeaneen o 89,272 1,389 1,622
Interest rate derivative contracts

SWAPS ettt e 1,685 1,583
Forward rate agreements and options . 126 113
Exchange traded futures and OPtioNS .........cociiiiiiiiiiiie s 51 54
Lo} ¢ LI OSSPSR P SR PRRTPRPPRN 1,862 1,750
Equity and stock index derivatives ...............cccooiiiiiiiii e 8 — —
Total trading book derivative financial instruments.................cc.ccooiiie 740,189 11,018 11,325
Effect Of NEHNG......ooiii e (5,595) (5,595)

5,423 5,730

At 30th June, 2001

Notional Positive Negative
principal fair fair
amounts value value

(in U.S.$ millions)

Trading book

Forward foreign exchange CONtractS...........cccoviiiiiiiiii e 439,841 3,922 3,963
Foreign exchange derivative contracts

Currency SWaps and OPHIONS .....cccueiiiiiiiiiiie ettt ettt e b e e bt e sabeesaeeenbeesseeanee o 53,326 636 665
Interest rate derivative contracts

SWADS .ttt ettt ettt ekt et bt Rt a bR h R R R R R £ e Rt R e Rt eh e e et en e e b e ne e b e bt e nenteenen o 131,622 947 1,030
Forward rate agreements and OPIONS .......coocuuiiiiiiieiiiie e e 58,200 103 68
Exchange traded futures and OPtiONS ............ccooiiiiiiiiiiie e 106,689 30 38
TOAD . E e r e a e n e e n et e r e o 296,511 1,080 1,136
Commodity derivative financial instruments..................cc.ccoiii 1,152 41 41
Total trading book derivative financial instruments....................ccocoiiiiiiis 790,830 5,679 5,805

Effect of netting
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At 31st December,

2001 2000 1999
Notional Positive Negative Notional Positive Negative Notional Positive Negative
principal fair fair principal fair fair principal fair fair

amounts value value amounts value value amounts value value
(in U.S.$ millions)

Trading book
Forward foreign exchange contracts...... 373,796 5,050 4,636 341,800 4,765 4,686 228,793 2,759 2,945

Foreign exchange derivative

contracts
Currency swaps and options.................. 56,327 760 776 33,067 699 677 23,338 544 484
Interest rate derivative contracts
SWaAPS ...cverreerenreeeesre e 172,144 1,508 1,354 94,508 668 701 48,043 407 440
Forward rate agreements and options... 73,051 158 114 37,525 72 64 25,512 70 81
Exchange traded futures and options.... 45,646 22 23 31,623 16 30 12,722 11 2
Lo} ¢ 290,841 1,688 1,491 163,656 756 795 86,277 488 523
Equity and stock index derivatives......... 123 — — — — — — — —
Total trading book derivative

financial instruments...................... 721,087 7,498 6,903 538,523 6,220 6,158 338,408 3,791 3,952
Effect of Netting ......cccoeveveeeeveeceereeeeiene. (3,558) (3,558) (2,616) (2,616) (1,011)  (1,011)

3,940 3,345 3,604 3,542 2,780 2,941

Non-trading activities are defined as positions held with respect to management of the
Group’s assets and liabilities and related hedges.

At 30th June,

2002 2001
Notional Positive Negative Notional Positive Negative
principal fair fair principal fair fair
amounts value value amounts value value

(in U.S.$ millions)
Non-trading book

Forward foreign exchange contracts..........c.cccoveeeeiienienienneeannns — — — 31 5 —
Interest rate derivative contracts

531 o LSRR 786 — 1 6,173 42 19
Forward rate agreements and options..........cccceevvveeiiieeeniieeennn. 6 — — 682 — 1
Exchange traded futures and options .........c.ccceceevieiieenicicieenne 3,480 1 4 2,279 7 2
] 2= 1 R SRRSSRNE 4,272 1 5 9,134 49 22
Commodity derivative contracts ................cccocceeiiiiiinicinnn. 1,862 20 20 — — —
Total non-trading book derivative financial instruments...... 6,134 21 25 9,165 54 22
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At 31st December,

2001 2000 1999
Notional Positive Negative Notional Positive Negative Notional Positive Negative
principal fair fair principal fair fair principal fair fair

amounts value value amounts value value amounts value value
(in U.S.$ millions)

Non-trading book

Forward foreign exchange contracts...... — — — 9 1 3 — — —
Interest rate derivative contracts
SWaAPS ...cverreerenreeeesre e 1,639 2 7 7,341 28 10 4,551 — 1
Forward rate agreements and options... 6 — — 315 — — 32 —
Exchange traded futures and options.... 2,781 — 1 4,339 9 9,474 10 —
Lo} ¢ 4,426 2 8 11,995 0 19 14,057 10 11
Commodity derivative contracts ........ 954 39 39 128 — — 124 — —_
Total non-trading book derivative

financial instruments...................... 5,380 41 47 12,132 41 22 14,181 10 11

At 30th June, At 31st December,
2002 2001 2001 2000 1999

Book Market Book Market Book Market Book Market Book Market
value value value value value value value value value \value

(in U.S.$ millions)

Listed and publicly traded securities:

Financial assets ..........ccccvviinninnee 14,771 14,814 9,120 9,372 13,223 13,283 6,168 6,188 5453 5,450
Preference shares............ccoceeenne 1,273 1,380 1,251 1,314 1,259 1,377 298 331 324 383
Other financial liabilities ................... 8,512 8,134 9,832 9,417 7,809 7,385 8,083 7,667 6,887 6,342
Financial liabilities .............cccennee. 9,785 9,514 11,083 10,731 9,068 8,762 8,381 7,998 7,211 6,725

Financial assets include treasury bills, debt securities and equity shares. Other financial
liabilities include debt securities in issue and subordinated loan capital.
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47. CREDIT EXPOSURES IN RESPECT OF DERIVATIVE CONTRACTS

The residual maturity analysis of the notional principal amounts of derivative contracts,
excluding exchange traded futures and options, held at 30th June, 2002 and 2001, and at 31st
December, 2001, 2000 and 1999 for trading and non-trading purposes is set out below:

At 30th June,

2002 2001
Under One Over Under One Over
one to five five one to five five
year years years Total year years years Total

(in U.S.$ millions)

Forward foreign exchange and foreign exchange

derivative contracts
Notional principal amount.... ... 429,473 16,601 4,060 450,134 478,205 13,474 1,519 493,198
Net replacement COSt .........cceeiiiiiiiiiiee e 8,589 490 77 9,156 4,291 238 34 4,563
Interest rate derivative contracts
Notional principal amount.... ... 136,020 72,870 16,481 225,371 128,961 59,575 8,141 196,677
Net replacement COSt .........ceeiiiiiiiiiiee e 519 978 314 1,811 471 546 75 1,092
Equity and stock index derivatives

Notional principal amount............c.ccocviiiiniiiiiinniieenes 8 — — 8 — — — —
Net replacement COSt .........ceeiiiiiiiiiiee e — — — — — — — —
Commodity derivative contracts

Notional principal amount............c.ccocviiiiniiniinnieenes 970 892 — 1,862 486 666 — 1,152
Net replacement COSt .........ceeiiiiiiiiiiee e 9 11 — 20 17 24 — 41
Counterparty risk

Financial institutions ...........ccccovieeieiiiciieee e 9,244 5,203
Non financial institutions 1,743 493
Total net replacement cost..............cccocceeiiiniiinn. 10,987 5,696

[-70



APPENDIX |

ACCOUNTANTS’ REPORT

At 31st December,

2001

2000

1999

Under

Oneto Over
five five

one year years Yyears

Total

Under
one year

One Over
to five five

year years Total

Under

Oneto Over

five

one year years

five
years

Total

Forward foreign
exchange and
foreign exchange
derivative contracts..

Notional principal

415,360

Net replacement cost...... 5,513

Interest rate derivative
contracts

Notional principal
amouNnt.......ccovveeeerens

Net replacement cost.....

Equity and stock index
derivatives

Notional principal
amount........occcvveeeeens

Net replacement cost.....

Commodity derivative
contracts

Notional principal
amouNt.......ccoveeeerenns

Net replacement cost......

160,364
637

123

424
18

12,608 2,155
232 65

74,811 11,665
836 195

530
21

430,123 364,976 9,284
5,140

5,810

246,840
1,668

123

954
39

95,382 39,452
268

128

(in U.S.$ millions)

616 374,876

312 13 5,465

4,855
76

139,689

425 769

128

246,476
2,967

41,232
204

125

5,579
335

31,933
253

4,972
66

252,131
3,305

78,137
523

125

Counterparty risk

Financial institutions.......

Non financial
institutions.............c.....

Total net replacement
oSt ..o

7,057

460

7,517

5,899

335

6,234

3,238

590

3,828

The paragraph headed “Risk Management” in the section “Financial Information” of this
Prospectus explains the Group’s risk management of derivative contracts.
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48. INTEREST RATE SENSITIVITY GAP FOR THE NON-TRADING BOOK

This table shows the extent to which the Group’s interest rate exposures on assets
and liabilities are matched but does not take into account the currency of the exposure or the
effect of interest rate options used by the Group to hedge these exposures. Items are
allocated to time bands by reference to the earlier of the next contractual interest rate

repricing date and maturity date.

At 30th June, 2002
Non-trading book

Between Between Between
3 months 6 months 1 year More Non-
3 months and and and than interest Trading
or less 6 months 1 year 5years 5years bearing book Total
(in U.S.$ millions)

Assets
Cash, balances at central

banks and cheques in

course of collection ............ 282 — — — — 722 — 1,004
Treasury bills and other

eligible bills............ccccceeeee. 2,158 964 1,181 107 21 — 70 4,501
Loans and advances to

banks......cccovivieiiieiiiiiiieeene 12,907 3,242 2,630 184 12 924 204 20,103
Loans and advances to

customers......ccceeeeeeeveeennne. 44,597 4,455 2,179 2,860 633 119 40 54,883
Debt securities and equity

shares........cccooeecciccininnnn, 8,285 1,706 3,082 3,758 562 142 1,255 18,790
Other assets .......cccccceeuvneen.. 160 28 45 20 — 7,357 5,926 13,536
Total assets.......ccccvveveeevnnneen. 68,389 10,395 9,117 6,929 1,228 9,264 7,495 112,817
Liabilities
Deposits by banks ................. 10,812 738 205 492 — 653 381 13,281
Customer accounts................ 56,826 3,131 2,482 1,458 1 6,280 — 70,178
Debt securities in issue.......... 1,831 106 258 1,140 122 — 28 3,485
Other liabilities ............cc........ 141 1 218 23 — 5,468 6,515 12,366
Subordinated liabilities............ 1,373 700 305 — 3,267 49 — 5,596
Minority interests and

shareholders’ funds............ — — — — 7 7,904 — 7,911
Total liabilities.........ccccvvveveeenns 70,983 4,676 3,468 3,113 3,397 20,256 6,924 112,817
Off balance sheet items......... (2,179) 37 2,018 140 (13) (3) — —
Interest rate sensitivity gap....  (4,773) 5,756 7,667 3,956 (2,182) (10,995) 571 —
Cumulative gap.......cccceeeeeuneen. (4,773) 983 8,650 12,606 10,424 (571) — —

Note:
(1)

Unamortised discount on the issue of subordinated loan capital.
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Six months ended 30th June, 2001
Non-trading book
Between Between Between
3 months 6 months 1 year More Non-
3 months and and and than interest Trading
or less 6 months 1 year 5years 5years bearing book Total
(in U.S.$ millions)

Assets
Cash, balances at central

banks and cheques in

course of collection ........... 276 — — — — 896 — 1,172
Treasury bills and other

eligible bills............cc.......... 1,254 832 920 135 — — 86 3,227
Loans and advances to

bankS......coooevviiiieiieeeeeee 19,741 3,973 2,057 360 12 726 98 26,967
Loans and advances to

customers........ccccccevnvnnnnnes 45,101 2,986 1,555 2,662 582 41 — 52,927
Debt securities and equity

shares......ccccocvvveeeeeeeeeenennn. 4,666 1,762 2,004 4,615 470 124 752 14,393
Other assets ......cccceeeeeeereenne. 5 1 — — — 7,556 3,589 11,151
Total assets.......cccccevvvvrvrennnns 71,043 9,554 6,536 7,772 1,064 9,343 4,525 109,837
Liabilities
Deposits by banks ................ 12,591 621 565 647 — 207 140 14,771
Customer accounts............... 57,478 3,399 2,613 956 50 2,375 13 66,884
Debt securities in issue......... 3,550 412 582 355 84 — — 4,983
Other liabilities .........cceeeeeeeees 93 2 6 8 — 5,845 4,090 10,044
Subordinated liabilities........... — 566 1,514 347 3,046 (40) — 5,433
Minority interests and

shareholders’ funds........... — — — — — 7,722 — 7,722
Total liabilities..........ccccvvvereees 73,712 5,000 5,280 2,313 3,180 16,109 4,243 109,837
Off balance sheet items........ 2,915 (2,361) (150) (460) 56 — — —
Interest rate sensitivity gap.... 246 2,193 1,106 4,999 (2,060) (6,766) 282 —
Cumulative gap......ccccceevueenn. 246 2,439 3,545 8,544 6,484 (282) — —

Note:

(1) Unamortised discount on the issue of subordinated loan capital.
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At 31st December, 2001
Non-trading book
Between Between Between
3 months 6 months 1 year More Non-
3 months and and and than interest Trading
or less 6 months 1 year 5years 5years bearing book Total
(in U.S.$ millions)

Assets
Cash, balances at central

banks and cheques in

course of collection........... 374 — — — — 800 — 1,174
Treasury bills and other

eligible bills............cccccce.... 2,548 1,496 718 266 22 — 55 5,105
Loans and advances to

banks........ccevevvvviiiieeeeeees 11,647 4,617 2,103 276 16 896 23 19,578
Loans and advances to

customers........cccooeveeeeeennnns 44,158 3,753 1,904 2,707 468 — 15 53,005
Debt securities and equity

shares .....ccccceeeeeeeeeeeeeeeene, 5,854 2,548 2,403 3,789 354 120 1,012 16,080
Other assets .......uvvveveeveeeeenn. 165 5 86 25 2 7,412 4,898 12,593
Total assets.........ccceeeccnnnnnnnns 64,746 12,419 7,214 7,063 862 9,228 6,008 107,535
Liabilities
Deposits by banks................ 9,208 784 487 613 — 585 1 11,688
Customer accounts............... 55,417 2,862 2,530 1,065 5 5,725 251 67,855
Debt securities in issue ........ 1,252 1,513 188 630 123 — — 3,706
Other liabilities ........cceeveeeeen.. 145 34 110 32 — 5,665 5,341 11,327
Subordinated liabilities.......... 1,511 542 — — 3,338 (43)™M — 5,348
Minority interests and

shareholders’ funds........... — — — — — 7,611 — 7,611
Total liabilities ..........ccccuvuveeeen 67,533 5,735 3,315 2,340 3,466 19,543 5,603 107,535
Off balance sheet items........ (9,064) 1,043 225 4,855 2,941 — — —
Interest rate sensitivity gap ...  (11,851) 7,727 4,124 9,578 337 (10,315) 400 —
Cumulative gap........ccceeueee. (11,851)  (4,124) — 9,578 9,915 (400) — —

Note:

(1) Unamortised discount on the issue of subordinated loan capital.
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At 31st December, 2000
Non-trading book
Between Between Between
3 months 6 months 1 year More Non-
3 months and and and than interest Trading
or less 6 months 1 year 5years 5years bearing book Total
(in U.S.$ millions)

Assets
Cash, balances at central

banks and cheques in

course of collection ........... 325 — — — — 570 — 895
Treasury bills and other

eligible bills............cc.......... 2,498 717 538 133 1 — 75 3,962
Loans and advances to

bankS....ccoooeveiiiiiiieeeee 16,365 4,701 1,619 420 34 601 19 23,759
Loans and advances to

customers........cccecevueeennn. 42,074 3,599 1,813 3,881 514 1 — 51,882
Debt securities and equity

shares......ccccocvvveeeeeeeeeenennn. 1,839 1,336 1,952 3,856 410 115 441 9,949
Other assets .......cccceeeeeeeeennn. 55 — 7 — 1 7,403 4,522 11,988
Total assets.......cccccvvvvvvveennes 63,156 10,353 5,929 8,290 960 8,690 5,057 102,435
Liabilities
Deposits by banks ................ 8,811 441 523 738 — 465 125 11,103
Customer accounts............... 55,197 3,095 2,599 1,082 6 3,058 — 65,037
Debt securities in issue......... 1,752 352 1,084 1,205 85 55 — 4,533
Other liabilities ...................... 39 — — — — 6,167 4,439 10,645
Subordinated liabilities.......... 468 1,048 599 346 2,103 (831)™ — 4,533
Minority interests and

shareholders’ funds........... — — — — — 6,584 — 6,584
Total liabilities..........cccvvveeeees 66,267 4,936 4,805 3,371 2,194 16,298 4,564 102,435
Off balance sheet items........ 385 188 (6) 9) (558) — — —
Interest rate sensitivity gap....  (2,726) 5,605 1,118 4,910 (1,792) (7,608) 493 —
Cumulative gap.......cccceevuueen. (2,726) 2,879 3,997 8,907 7,115 (493) — —

Note:

(1) Unamortised discount on the issue of subordinated loan capital.
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At 31st December, 1999
Non-trading book
Between Between Between
3 months 6 months 1 year More Non-
3 months and and and than interest Trading
or less 6 months 1 year 5years 5years bearing book Total
(in U.S.$ millions)

Assets
Cash, balances at central

banks and cheques in

course of collection ............. 240 — — — — 802 — 1,042
Treasury bills and other

eligible bills...........ccccceeenneee 1,875 1,699 483 280 — — 39 4,376
Loans and advances to

banks.....cccoevvrrriiiiiiieieeeeees 12,161 3,080 2,270 180 175 546 58 18,470
Loans and advances to

customers.........cccccvvvvvvennnnns 35,305 3,306 1,941 4,782 1,314 3 — 46,651
Debt securities and equity

shares......cccccvvvvceeeeeeeeeeee, 2,745 1,166 2,210 1,771 133 66 194 8,285
Other assets .....cceeveeveveeeeeennn.. 41 141 26 8 — 5,336 3,410 8,962
Total assets.......cccoceuvvvrvrvvennnnns 52,367 9,392 6,930 7,021 1,622 6,753 3,701 87,786
Liabilities
Deposits by banks .................. 7,428 416 66 454 49 416 170 8,999
Customer accounts................. 47,775 2,132 2,751 698 1 3,546 28 56,941
Debt securities in issue........... 3,041 690 335 251 — — — 4,317
Other liabilities .........ceeveeeeeen.n.. 438 1,187 113 162 39 3,290 3,517 8,746
Subordinated liabilities............ 1,120 701 — 178 1,091 (13)™ — 3,077
Minority interests and

shareholders’ funds............. — — — — — 5,706 — 5,706
Total liabilities..........ccccvvveveeenees 59,802 5,126 3,265 1,743 1,190 12,945 3,715 87,786
Off balance sheet items.......... 3,343 (633) (2,015) (663) (32) — — —
Interest rate sensitivity gap (4,092) 3,633 1,650 4,615 400 (6,192) (14) —
Cumulative gap.......cccceevveeenee (4,092) (459) 1,191 5,806 6,206 14 — —

Note:

(1) Unamortised discount on the issue of subordinated loan capital.

49. NON-STRUCTURAL CURRENCY EXPOSURES

The Group does not maintain material non-trading open currency positions other than
the structural currency exposures arising from its investment in overseas operations and their
related funding (see note 50).

The paragraph headed “Risk Management” in the section “Description of Business”
of this prospectus explains risk management with respect to the Group’s hedging policies.
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50. STRUCTURAL CURRENCY EXPOSURES

The Group’s structural currency exposures were as follows:

At 30th June,

2002

2001

Borrowing in
the functional
currency of the

Borrowing in
the functional
currency of the

units units
Net concerned Net concerned
investments hedging the Structural  investments hedging the Structural
in overseas net investment currency in overseas net investment currency
units in the units exposures units in the units exposures
(in U.S.$ millions)
Functional currency of the business unit:
U.S. dollar.......oooeeiiiiiiiieeeeeee e — — — — — —
Singapore dollar...........cccoveeeiienieiieenieee 17 — 17 — — —
Indian Rupee 324 — 324 396 — 396
Hong Kong dollar..........cooceieeiiiiiiiiiieiieeee 17 — 17 — — —
Malaysia Ringgit........cccoeeieeeiniieeeeeeceenn 454 — 454 396 — 396
Thai Baht .....cceveeeeieeeeeeeeeeeee e, 5 —_ 5 1 —_ 1
UAE Dirham .....cccoeiiiiiieiieeeeeeeee e 260 — 260 206 — 206
Stering . 4 — 4 644 (725) (81)
Other non U.S. dollar........ccceeveieeiienennne 700 — 700 409 — 409
TOtal e 1,781 — 1,781 2,062 (725) 1,337
At 31st December,
2001 2000 1999
Borrowing in Borrowing in Borrowing in
the functional the functional the functional
currency of the currency of the currency of the
units units units
Net concerned Net concerned Net concerned
investments hedging the  Structural investments hedging the Structural investments hedging the Structural
in overseas net investment currency in overseas netinvestment currency in overseas netinvestment currency
units in the units  exposures units in the units  exposures units in the units  exposures
(in U.S.$ millions)
Functional
currency of the
business unit:
U.S. dollar ........ — — — 2,652 — 2,652 658 — 658
Singapore
dollar............ 4 — 4 751 — 751 240 — 240
Indian Rupee.... 278 — 278 477 — 477 110 — 110
Hong Kong
dollar............ — — — 440 — 440 81 — 81
Malaysian
Ringgit.......... 453 — 453 394 — 394 400 — 400
Thai Baht.......... 20 — 20 312 —_ 312 340 — 340
UAE Dirham..... 316 — 316 268 — 268 161 — 161
Stering......c...... 633 (725) (92) — — — — —
Other non U.S.
dollar............ 808 — 808 862 — 862 387 — 387
o] c-1 IR 2,512 (725) 1,787 6,156 — 6,156 2,377 — 2,377

The year ended 31st December, 2001 is the first year in which the Group reported in
U.S. dollars. Up until the year ended 31st December, 2000, the reporting currency was

Sterling.
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Structural currency exposures for 2001 and 2002 relate to net investments in non U.S.
dollar units. In the years ended 31st December, 2000 and 1999 structural currency exposures
related to net investments in non Sterling units, which were all overseas.

In 2001 and 2002, the Group’s main operations in non U.S. dollar units were Asia,
Africa and the United Kingdom. The main operating (or ‘functional’) currencies of its overseas
business units therefore include Hong Kong Dollar, Malaysian Ringgit, Singapore Dollar and
Sterling. As the Group prepares its consolidated financial statements in U.S. dollars, it follows
that the Group’s consolidated balance sheet is affected by movements in the exchange rates
between functional currencies and U.S. dollars.

In the years ended 31st December, 2000 and 1999, the Group’s main overseas
operations were in Asia, Africa and Americas. The main operating (or ‘functional’) currencies
of its overseas business units therefore included U.S. Dollar, Hong Kong Dollar, Malaysian
Ringgit and Singapore Dollar. As the Group prepared its consolidated financial statements in
Sterling, it followed that the Group’s consolidated balance sheet was effected by movements
in the exchange rates between functional currencies and Sterling.

These currency exposures are referred to as structural. Translation gains and losses
arising from these exposures are recognised in the Consolidated Statement of Total
Recognised Gains and Losses.

51. MARKET RISK FOR THE TRADING BOOK

At At
Six months ended 30th June, Six months ended 30th June,
30th June, 2002 2002 30th June, 2001 2001

Average High Low Actual Average High Low Actual
(in U.S.$ millions)

Daily value at risk:

Interest rate risk.........cccooveveninnnnenn. 3.5 66 25 3.6 5.5 79 1.0 6.4
Foreign exchange risK..........ccccceeenee 3.0 40 24 2.8 1.4 21 0.7 15
Total .o 6.0 96 4.4 5.8 6.9 10.0 1.7 7.9
At 31st At 31st At 31st
Year ended December, Year ended December, Year ended December,
31st December, 2001 2001 31st December, 2000 2000 31st December, 1999 1999
M M Lo_w Actual m M Lo_w Actual M M ﬂ Actual
(in U.S.$ millions)
Daily value at risk:
Interest rate risk...... 26 42 21 2.1 27 67 18 36 47 82 26 26
Foreign exchange
MSK oo, 25 53 13 1.5 20 32 141 2.4 21 32 13 1.3
Total......occoveeeiien, 51 95 35 3.5 47 85 3.0 5.8 6.8 9.7 3.9 3.9

This note should be read in conjunction with the paragraph headed “Risk
Management” in the section “Financial Information” of this prospectus which explains the
Group’s risk management, including VAR and derivatives.
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The Group measures the risk of losses arising from future potential adverse
movements in interest and exchange rates, prices and volatilities using VAR methodology.
This methodology measures on a daily basis the estimated potential change in the market
value or realisable value of the portfolio during a specified period.

The total Group exposure shown in the table above is not a sum of the interest rate
and exchange rate risks. The highest and lowest VAR, are independent, and could have
occurred on different days.

The Group uses a combination of variance-covariance methodology and historical
simulation to measure VAR on its trading positions. In the period from 1st January, 1999 to
30th June, 2002, most of the trading book was measured using the historical simulation with
the remainder using the variance-covariance approach.

VAR is calculated for expected movements over a minimum of one business day and
to a confidence level of approximately 97.5% This confidence level suggests that potential
daily losses, i.e. in excess of the VAR measure, are only likely to be experienced six times
per year.

For derivative products and foreign exchange products the historic simulation method
is used with an observation period of 250 days. The historical simulation approach involves
the complete revaluation of all unmatured contracts to reflect the effect of historically
observed changes in market risk factors on the valuation of the current portfolio. This entails
building a set of valuations of the portfolio and a set of changes in value relative to the current
market valuation, from which VAR can be derived.

The variance-covariance method used is based on statistical analysis of past interest
and exchange rate movements over the past two to three years with greater weight given to
more recent data.

Offsetting between exchange rate and interest rate exposures is not allowed. This
approach is conservative, as the diversification effects that would be implied if such offsetting
were allowed, are likely to have the impact of reducing the overall VAR.

The Group recognises that there are limitations to the VAR methodology. These
include the fact that the risk factors may not fall within the assumption of a Normal
distribution, i.e. that a greater than expected number of observations may fall outside the
stated confidence level. Also the historical data may not be the best proxy for future price
movements, either because the observation period does not include extreme price
movements or, in some cases, because data is not available. Losses beyond the confidence
interval are not captured by a VAR calculation, which therefore gives no indication of the size
of unexpected losses in these situations. This is particularly relevant in the case of extreme
market movements, which may arise in periods of low liquidity and thus making the
assumption, that positions can be closed in a liquid market, invalid.
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To manage the risks arising from events which the VAR methodology does not capture
the Group regularly back-tests and stress tests its main risk exposures. In back testing actual
profits and losses are compared with VAR estimates to track the accuracy of the predictions.
Stress testing involves valuing portfolios at prices which assume extreme changes in risk
factors beyond the range of normal experience. Positions that would give rise to potentially
significant losses under a low probability stress event are reviewed by senior management.

52. HEDGING INSTRUMENTS—UNRECOGNISED GAINS AND LOSSES ON
DERIVATIVE HEDGES

Gains and losses on derivatives used for hedging are recognised and reported in the
profit and loss account and balance sheet in line with the underlying items which are being
hedged. At 30th June, 2002, the unrecognised gains and losses on derivatives used for
hedging where the item being hedged had not been recognised were U.S.$21 million and
U.S.$28 million respectively.

At 30th June,
2002 2001

Net gains/ Net gains/
Gains Losses (losses) Gains Losses (losses)

(in U.S. millions)
Unrecognised gains and losses at 1st January.... 41 47 (6) 42 22 20
Exchange translation differences..........c..cccee.... — — — — — —
Gains and losses arising in previous years

recognised in the period........c.ccocoeeeiiiiiiieeennne (32) (31) (1) 37) (19 (18)
Gains and losses arising in the period but not

FECOGNISEA ....oviiieieiriee e e 12 12 — = — —
Unrecognised gains and losses at end of

PO ...ttt 21 28 @) 5 3 2
Of which:
Gains and losses expected to be recognised

WIthin 1 Year ..o 2 4 (2) 3 4 (1)
Gains and losses expected to be recognised in

more than 1 year .........ccco e 19 24 (5) 2 (1) 3

21 28 (7) 5 3 2
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At 31st December,
2001 2000 1999

Net gains/ Net gains/ Net gains/
Gains Losses (losses) Gains Losses (losses) Gains Losses (losses)

(in U.S. millions)

Unrecognised gains
and losses at 1st

January........ccoeenee. 42 22 20 9 10 (1) 13 23 (10)
Exchange translation
differences............... — — — — 3 (3) — — —

Gains and losses

arising in previous

years recognised in

the year .......ccce..... (40) (20) (20) (3) (3) — (11)  (15) 4
Gains and losses

arising in the year

but not recognised... 39 45 _(6) 36 12 24 8 3 5
Unrecognised gains

and losses at end of

[o1=14To]o 41 47 (6) 42 22 20 10 11 (1)

Of which:

Gains and losses
expected to be
recognised within 1
Yeal....iiiiiieeeeeenrnen 20 22 2 28 16 12 5 6 (1)

Gains and losses
expected to be
recognised in more
than 1 year.............. 21 25 (4)

s a7 ()

18 =
1N o
13

2o
E3m
=

53. SUBSEQUENT EVENTS

Subsequent to 30th June, 2002 no material subsequent events have occurred.

54. SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Group in respect of any
period subsequent to 30th June, 2002.

Yours faithfully Yours faithfully

KPMG Audit Plc KPMG

Chartered Accountants Certified Public Accountants
United Kingdom Hong Kong
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