The structured products involve derivatives. Do not invest in them unless you fully understand and
are willing to assume the risks associated with them.

Issuer

Standard
Chartered

STANDARD CHARTERED BANK
(incorporated in England with limited liability by Royal Charter 1853)

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and Hong Kong Securities Clearing Company Limited take no responsibility for the contents
of this document, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of
the contents of this document.

This document includes particulars given in compliance with the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange’s Listing Rules”) for the
purpose of giving information with regard to the issuer and the structured products referred to in this
document. The issuer accepts full responsibility for the accuracy of the information contained in this
document and confirms, having made all reasonable enquiries, that to the best of its knowledge and
belief there are no other facts the omission of which would make any statement in this document
misleading.

We, the issuer of our structured products, are publishing this base listing document in order to obtain
a listing on the Stock Exchange of our warrants and our callable bull/bear contracts (“CBBCs"”). We will
refer to the warrants and the CBBCs as “structured products” in this document.

We will publish a supplemental listing document for each issue of structured products to set out the
terms specific to that issue. If at that point the information in this base listing document and/or its
addendum (if any) needs to be updated, we will either include the updated information in the relevant
supplemental listing document or produce an addendum to this base listing document. You should read
the relevant supplemental listing document together with this base listing document and its addendum
(if any) before deciding whether to buy our structured products. Neither the delivery of this base listing
document nor any sale of any structured products shall under any circumstances create any implication
that there has been no change in our affairs since the date of this base listing document. You should
ask us if any later base listing document or addendum has been issued. You must not assume that this
base listing document contains the most recent information at any time after the date of this base
listing document.

Investors are warned that the price of the structured products may fall in value as rapidly as it may rise
and holders may sustain a total loss of their investment. Prospective purchasers should therefore
ensure that they understand the nature of the structured products and carefully study the risk factors
set out in this document and, where necessary, seek professional advice, before they invest in the
structured products.

The structured products constitute general unsecured contractual obligations of the issuer and of no
other person and if you purchase the structured products you are relying upon the creditworthiness
of the issuer and have no rights under the structured products against (i) the company which has
issued the underlying securities; (ii) the trustee or the manager of the underlying fund or trust; or (iii)
the index compiler of any underlying index to which the structured products relate.

We are part of a large global financial institution and have many financial products and contracts
outstanding at any given time. When purchasing the structured products, you will be relying on our
creditworthiness and of no one else.

The distribution of this base listing document, any addendum and the offering, sale and delivery of
structured products in certain jurisdictions may be restricted by law. You are required to inform
yourselves about and to observe such restrictions. Please read Annex 3 “Purchase and Sale” in this base
listing document. The structured products have not been and will not be registered under the United
States Securities Act of 1933, as amended (the “Securities Act”), and trading in the structured products
has not been and will not be approved by the United States Commodity Futures Trading Commission
under the United States Commodity Exchange Act. The structured products may not be offered or sold
within the United States or to or for the account or benefit of U.S. Persons (as defined in Regulation
S under the Securities Act).

Base Listing Document dated 28 June 2010



IMPORTANT
If you are in doubt as to the contents of this base listing document, you should obtain
independent professional advice.

Copies of this base listing document and its addendum (if any), the relevant
supplemental listing document (together with a Chinese translation of each of these
documents) and other documents listed under the section “Where can | read copies of
the Issuer’'s documentation?” in this base listing document may be inspected at 15th
Floor, Two International Finance Centre, 8 Finance Street, Central, Hong Kong.
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We do not give you investment advice; you must decide for yourself, after reading the
listing documents for the relevant structured products and, if necessary, seeking
professional advice, whether our structured products meet your investment needs.
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SUMMARY OF OUR STRUCTURED PRODUCTS

The types of structured products that we may issue include, but are not limited to:
cash-settled stock warrants, cash-settled barrier warrants (together, “warrants over stock”),
cash-settled warrants relating to the units of a fund or trust, index warrants, currency
warrants, CBBCs relating to a share, CBBCs relating to an index and CBBCs relating to the
units of a fund or trust. Each type of our structured products will be subject to a separate set
of master terms and conditions either as set out in Annex 1 or 2 (as applicable) to this base
listing document (for the structured products listed above) or as set out in the relevant
supplemental listing document (for other types of structured products). For each issue of our
structured products, we will publish a supplemental listing document setting out the specific
terms. The specific terms set out in the relevant supplemental listing document supplement
and amend the applicable set of master terms and conditions to form the legally binding
terms and conditions of that issue of structured products.

We describe below the main features of the different types of our structured products.

General features of our structured products:
Issuer: Standard Chartered Bank (“SCB")

Issuer’'s long-term debt ratings A+ by Standard and Poor’s
as of the date of this

document: A2 by Moody’s Investors Service
Ranking of our structured Upon the occurrence of a mandatory call event (in the case
products: of our CBBCs) or upon exercise, our structured products

will become our direct, unconditional, unsecured and
unsubordinated obligations ranking equally with all our
other direct, unconditional, unsecured and
unsubordinated obligations.

Liquidity provider: We will describe in each supplemental listing document
our obligations to provide liquidity in our structured
products.

Form: In registered form subject to and with the benefit of a

deed poll made by us. Each issue will be represented by a
global certificate registered in the name of HKSCC
Nominees Limited (or its successors) as holder and
deposited within the Central Clearing and Settlement
System (“CCASS").

We will not issue any definitive certificates for our
structured products.

Use of proceeds: We will use the proceeds from the issue of our structured
products for our general working capital or any other
purposes permitted under the Royal Charter, Bye-Laws and
Rules of Standard Chartered Bank.



Further issues:

Delisting of the
company/companies,
fund or trust underlying
our structured products:

Adjustments upon certain
events affecting the
company/companies,
fund, trust or the index
underlying our structured
products:

Governing law:

We can issue further structured products to form a single
series with an existing issue of our structured products.

If the shares of the company/any of the companies or the
units of the fund or trust (as the case may be) underlying
a particular issue of our structured products are delisted
from the Stock Exchange, we may adjust the terms of that
issue as further detailed in the relevant terms and
conditions of our structured products.

If certain corporate events occur in connection with the
company/any of the companies, fund or trust underlying
our structured products, or if certain events have occurred
which materially modify the underlying index, we may
make adjustments to the terms of that issue to account for
the effect of such events. Please see the relevant terms and
conditions of our structured products for further details.

These events and the possible adjustments we may make
are set out in detail in the applicable terms and conditions.

Our structured products are governed by the laws of Hong
Kong Special Administrative Region of the People’s
Republic of China.



SPECIFIC FEATURES OF OUR STRUCTURED PRODUCTS

Warrants:

° Cash-settled stock
warrants:

° Index warrants:

Warrants are structured financial products, the value of which is
derived from the price or value of another asset. The underlying
asset may be a stock, units in funds or trusts, a basket of stocks
and/or units in funds or trusts, an index, a basket of indices,
currency, commodity or other asset or combination of such assets.

The underlying asset of stock warrants is shares of a company. The
shares may be listed in Hong Kong or overseas.

Generally, a physically-settled stock call warrant gives its holders
the right, but not the obligation, to purchase from the issuer, at
a predetermined strike price, a specific number of shares issued by
a company.

Generally, a physically-settled stock put warrant gives its holders
the right, but not the obligation, to sell to the issuer, at a
predetermined strike price, a specific number of shares issued by
a company.

Our cash-settled stock warrants provide for cash settlement only,
which means that physical delivery of the underlying shares will
not be available as a method of settlement; instead, upon the
exercise of a number of warrants with an aggregate entitlement
of one share, we will pay the warrantholder upon exercise a cash
amount equal to the final price of the underlying share less the
strike price (in the case of call warrants) or the strike price less the
final price of the underlying share (in the case of put warrants)
and in each case less any exercise expenses, so long as such
amount is greater than zero.

The underlying asset of index warrants is an index published by an
index sponsor.

Our index call warrant gives its holders a right upon exercise to
receive from us a cash amount equal to the excess (if any) of the
level of an index on the date of exercise of the index call warrant
over the predetermined strike level, times a predetermined
amount, converting such amount in the trading currency of the
constituent stocks of the index into the settlement currency of our
warrants if necessary and less any exercise expenses.

Our index put warrant gives its holders a right upon exercise to
receive from us a cash amount equal to the excess (if any) of the
predetermined strike level over the level of an index on the date
of exercise of the index put warrant, times a predetermined
amount, converting such amount in the trading currency of the
constituent stocks of the index into the settlement currency of our
warrants if necessary and less any exercise expenses.

The level of the index on the date of exercise may be determined
by reference to the official settlement price of an exchange
traded contract relating to the index or some other means; please
see the terms and conditions of our warrants for further details.



o Cash-settled The underlying asset of warrants relating to the units of a fund or
warrants relating trust is units of the fund or trust (as the case may be). The units
to the units of a may be listed in Hong Kong or overseas.
fund or trust:

Generally, a physically-settled call warrant relating to the units of
a fund or trust gives its holders the right, but not the obligation,
to purchase from the issuer, at a predetermined strike price, a
specific number of units issued by the fund or trust.

Generally, a physically-settled put warrant relating to the units of
a fund or trust gives its holders the right, but not the obligation,
to sell to the issuer, at a predetermined strike price, a specific
number of units issued by the fund or trust.

Our cash-settled warrants relating to the units of a fund or trust
provide for cash settlement only, which means that physical
delivery of the underlying units will not be available as a method
of settlement; instead, upon the exercise of a number of warrants
with an aggregate entitlement of one unit, we will pay the
warrantholder upon exercise a cash amount equal to the final
price of the underlying unit less the strike price (in the case of call
warrants) or the strike price less the final price of underlying unit
(in the case of put warrants) and in each case less any exercise
expenses, so long as such amount is greater than zero.

The master terms and conditions for each of the different types of warrants are included
in Annex 1 to this base listing document. If we issue any warrants which are not cash-settled
stock warrants, index warrants or cash-settled warrants relating to the units of a fund or
trust, we will include a summary of their features in the relevant supplemental listing
document.



The supplemental listing document will set out the following terms specific to our
warrants to supplement the applicable set of master terms and conditions in this base listing

document:
Board lot

Shares of the company

Fund/Trust

Index

Index sponsor

Strike price

Strike level

Exercise amount

Expiry date/exercise date

Entitlement

Index currency amount

Barrier strike price

Minimum number at which our warrants trade

Name and par value of underlying share (for our warrants
over stock only)

Name of the underlying fund or trust (for our warrants
relating to the units of a fund or trust only)

Name of the underlying index (for our index warrants
only)

Name of company that maintains the index and calculates
and publishes the index levels (for our index warrants
only)

Predetermined strike price of the underlying share/unit
(for our warrants over stock and warrants relating to the
units of a fund or trust only) or the underlying currency
(for our currency warrants only)

Predetermined level of the underlying index (for our index
warrants only)

Number of our warrants, which is the unit reference we
will use to calculate the amount we deliver to you in cash
(the cash settlement amount). The exercise amount is
usually one board lot

Date on which the life of our warrants expires or on which
our warrants are exercised

Number of shares/units to which a specified number of
warrants relates (for our warrants over stock and warrants
relating to the units of a fund or trust only)

An amount denominated in the currency in which the
constituent stocks of the index are traded, which is used in
the calculation of the cash settlement amount payable
upon the exercise of an exercise amount of our warrants
(for our index warrants only)

A knock-out event occurs in relation to our warrants if the
price of the underlying share reaches the predetermined
barrier strike price (for our barrier warrants only)



Barrier period

Rebate

American/European style

Predetermined period of time during which the
occurrence of a knock-out event would affect the cash
settlement amount of our warrants (for our barrier
warrants only)

Predetermined amount (or predetermined method of
calculating such amount) payable to the warrantholder if
a knock-out event occurs (for our barrier warrants only)

American style warrants can be exercised over a period
beginning at 10:00 a.m. (Hong Kong time) on the dealing
commencement date and ending at 10:00 a.m. (Hong
Kong time) on the expiry date

European style warrants can only be exercised at 10:00
a.m. (Hong Kong time) on the expiry date

Dealing commencement date Listing date or date on which our warrants commence

CBBC:

o CBBCs relating to
a share:

trading

The underlying asset of CBBCs relating to a share is shares of a
company. The shares may be listed in Hong Kong or overseas.

CBBCs relating to a share are issued either as Bull CBBCs or Bear
CBBCs:

Bull CBBCs relating to a share

Generally for a series of Bull CBBCs relating to a share, when
certain price of the underlying share as reported by the relevant
exchange is at or below the predetermined call price for the first
time during the observation period of the CBBCs, a mandatory call
event occurs and the CBBCs will terminate. If no mandatory call
event occurs during the observation period, upon expiry, for each
number of CBBCs with an aggregate entitlement of one
underlying share, we will pay the holder on the settlement date
of such CBBCs an amount equal to the final price of the
underlying share less the strike price and less any expenses, so
long as such amount is greater than zero. If the amount is equal
to or less than zero, the CBBCs will expire worthless.

If a mandatory call event has occurred, whether the holder of our
CBBCs may receive a cash settlement amount depends on whether
the CBBCs are Category N Bull CBBCs or Category R Bull CBBCs.



For Category N Bull CBBCs (where the call price is equal to the
strike price), the holder of the CBBCs will not receive any cash
payment from us upon the occurrence of the mandatory call
event.

For Category R Bull CBBCs (where the call price is above the strike
price), the holder of a number of CBBCs with aggregate
entitlement of one underlying share will receive from us a
residual cash settlement amount, which will be the lowest price to
which the underlying share has traded on the exchange in the
trading session in which the mandatory call event occurred and
the immediately following trading session, less the strike price.
However, if this resultant amount less any expenses is a negative
number then no amount is payable. On the occurrence of a
mandatory call event, we may at our sole and absolute discretion
elect to pay an additional amount to be determined by us at our
sole and absolute discretion for each series of CBBCs, which may
be zero. If we so elect, such discretionary additional amount shall
be deemed to be included in the residual cash settlement amount
at mandatory call termination as set out above.

Please note that during the life of a Bull CBBC relating to a share,
a given percentage change in the underlying share price may not
result in the same percentage change in the theoretical value of
the CBBC. The percentage change in theoretical value of the CBBC
may be greater or smaller, in the same or opposite direction. The
theoretical value of the CBBC may be different from the prices
available in the market. You should be aware that you may be
subject to, among other risks, a significant portion or the entire
loss of your investment in our CBBCs, which will be
proportionately greater than the amount of loss you would
sustain from investing in the same amount directly in the
underlying share, for a given change in the underlying share
price. Please refer to the “Risk Factors” section of this base listing
document and that of the relevant supplemental listing
document.

Bear CBBCs relating to a share

Generally for a series of Bear CBBCs relating to a share, when
certain price of the underlying share as reported by the relevant
exchange is at or above the predetermined call price for the first
time during the observation period of the CBBCs, a mandatory call
event occurs and the CBBCs will terminate. If no mandatory call
event occurs during the observation period, upon expiry, for each
number of CBBCs with an aggregate entitlement of one
underlying share, we will pay the holder on the settlement date
of such CBBCs an amount equal to the strike price less the final
price of the underlying share and less any expenses, so long as
such amount is greater than zero. If the amount is equal to or less
than zero, the CBBCs will expire worthless.



If a mandatory call event has occurred, whether the holder of our
CBBCs may receive a cash settlement amount depends on whether
the CBBCs are Category N Bear CBBCs or Category R Bear CBBCs.

For Category N Bear CBBCs (where the call price is equal to the
strike price), the holder of the CBBCs will not receive any cash
payment from us upon the occurrence of the mandatory call
event.

For Category R Bear CBBCs (where the call price is below the strike
price), the holder of a number of CBBCs with aggregate
entitlement of one underlying share will receive from us a
residual cash settlement amount, which will be the strike price
less the highest price to which the underlying share has traded on
the exchange in the trading session in which the mandatory call
event occurred and the immediately following trading session
However, if this resultant amount less any expenses is a negative
number then no amount is payable. On the occurrence of a
mandatory call event, we may at our sole and absolute discretion
elect to pay an additional amount to be determined by us at our
sole and absolute discretion for each series of CBBCs, which may
be zero. If we so elect, such discretionary additional amount shall
be deemed to be included in the residual cash settlement amount
at mandatory call termination as set out above.

Please note that during the life of a Bear CBBC relating to a share,
a given percentage change in the underlying share price may not
result in the same percentage change (in the opposite direction)
in the theoretical value of the CBBC. The percentage change in
theoretical value of the CBBC may be greater or smaller, in the
same or opposite direction. The theoretical value of the CBBC
may be different from the prices available in the market. You
should be aware that you may be subject to, among other risks,
a significant portion or the entire loss of your investment in our
CBBCs, which will be proportionately greater than the amount of
loss you would sustain from investing in the same amount
directly in the underlying share, for a given change in the
underlying share price. Please refer to the “Risk Factors” section
of this base listing document and that of the relevant
supplemental listing document.

For both our Bull CBBCs and Bear CBBCs relating to a share, the
final price of an underlying share will be determined by reference
to the market closing price on the valuation date, please see the
terms and conditions of our CBBCs for further details.



CBBCs relating to
an index:

The underlying asset of CBBCs relating to an index is an index
published by an index sponsor.

CBBCs relating to an index are issued either as Bull CBBCs or Bear
CBBCs:

Bull CBBCs relating to an index

Generally for a series of Bull CBBCs relating to an index, when the
level of the underlying index as published by the index sponsor is
at or below the predetermined call level for the first time during
the observation period of the CBBCs, a mandatory call event
occurs and the CBBCs will terminate. If no mandatory call event
occurs during the observation period, upon the expiry of a CBBC,
we will pay the holder on the settlement date of such CBBC an
amount equal to the final level of the underlying index less the
strike level, multiplied by a predetermined amount and less any
expenses. If this amount is equal to or less than zero, the CBBCs
will expire worthless.

If a mandatory call event has occurred, whether the holder of our
CBBCs may receive a cash settlement amount depends on whether
the CBBCs are Category N Bull CBBCs or Category R Bull CBBCs.

For Category N Bull CBBCs (where the call level is equal to the
strike level), the holder of the CBBCs will not receive any cash
payment from us upon the occurrence of the mandatory call
event.

For Category R Bull CBBCs (where the call level is above the strike
level), the holder of each board lot of the CBBC will receive from
us a residual cash settlement amount, which will be an amount
equal to (i) the lowest level of the underlying index as published
by the index sponsor in the trading session in which the
mandatory call event occurred and the immediately following
trading session, less the strike level, times (ii) the index currency
amount. However, if this resultant amount less any expenses is a
negative number then no amount is payable. On the occurrence
of a mandatory call event, we may at our sole and absolute
discretion elect to pay an additional amount to be determined by
us at our sole and absolute discretion for each series of CBBCs,
which may be zero. If we so elect, such discretionary additional
amount shall be deemed to be included in the residual cash
settlement amount at mandatory call termination as set out
above.



Please note that during the life of a Bull CBBC relating to an
index, a given percentage change in the underlying index level
may not result in the same percentage change in the theoretical
value of the CBBC. The percentage change in theoretical value of
the CBBC may be greater or smaller, in the same or opposite
direction. The theoretical value of the CBBC may be different
from the prices available in the market. You should be aware that
you may be subject to, among other risks, a significant portion or
the entire loss of your investment in our CBBCs, which will be
proportionately greater than the amount of loss you would
sustain from investing in the same amount directly in the index,
for a given change in the index level. Please refer to the "Risk
Factors” section of this base listing document and that of the
relevant supplemental listing document.

Bear CBBCs relating to an index

Generally for a series of Bear CBBCs relating to an index, when the
level of the underlying index as published by the index sponsor is
at or above the predetermined call level for the first time during
the observation period of the CBBCs, a mandatory call event
occurs and the CBBCs will terminate. If no mandatory call event
occurs during the observation period, upon the expiry of a CBBC,
we will pay the holder on the settlement date of such CBBC an
amount equal to the strike level less the final level of the
underlying index, multiplied by a predetermined amount and less
any expenses. If this amount is equal to or less than zero, the
CBBCs will expire worthless.

If a mandatory call event has occurred, whether the holder of our
CBBCs may receive a cash settlement amount depends on whether
the CBBCs are Category N Bear CBBCs or Category R Bear CBBCs.

For Category N Bear CBBCs (where the call level is equal to the
strike level), the holder of the CBBCs will not receive any cash
payment from us upon the occurrence of the mandatory call
event.

For Category R Bear CBBCs (where the call level is below the strike
level), the holder of a CBBC will receive from us a residual cash
settlement amount, which will be an amount equal to (i) the
strike level, less the highest level of the underlying index as
published by the index sponsor in the trading session in which the
mandatory call event occurred and the immediately following
trading session, times (ii) index currency amount. However, if this
resultant amount less any expenses is a negative number then no
amount is payable. On the occurrence of a mandatory call event,
we may at our sole and absolute discretion elect to pay an
additional amount to be determined by us in our sole and
absolute discretion for each series of CBBCs, which may be zero. If
we so elect, such discretionary additional amount shall be deemed
to be included in the residual cash settlement amount at
mandatory call termination as set out above.

-10 -



CBBGs relating to
the units of
a fund or trust:

Please note that during the life of a Bear CBBC relating to an
index, a given percentage change in the underlying index level
may not result in the same percentage change (in the opposite
direction) in the theoretical value of the CBBC. The percentage
change in theoretical value of the CBBC may be greater or
smaller, in the same or opposite direction. The theoretical value
of the CBBC may be different from the prices available in the
market. You should be aware that you may be subject to, among
other risks, a significant portion or the entire loss of your
investment in our CBBCs, which will be proportionately greater
than the amount of loss you would sustain from investing in the
same amount directly in the index, for a given change in the
index level. Please refer to the “Risk Factors” section of this base
listing document and that of the relevant supplemental listing
document.

For both our Bull CBBCs and Bear CBBCs relating to an index, the
final index level will be determined by reference to the index
level calculated for the purpose of final settlement of the
applicable futures contract specified in the relevant supplemental
listing document, please see the terms and conditions of our
CBBCs for further details.

The underlying asset of CBBCs relating to the units of a fund or
trust is units of the fund or trust (as the case may be).

CBBCs relating to the units of a fund or trust are issued as either
Bull CBBCs or Bear CBBCs:

Bull CBBCs relating to the units of a fund or trust

Generally for a series of Bull CBBCs relating to the units of a fund
or trust, when certain price of the underlying unit as reported by
the relevant exchange is at or below the predetermined call price
for the first time during the observation period of the CBBCs, a
mandatory call event occurs and the CBBCs will terminate. If no
mandatory call event occurs during the observation period, upon
expiry, for each number of CBBCs with an aggregate entitlement
of one unit, we will pay the holder on the settlement date of such
CBBCs an amount equal to the final price of the underlying unit
less the strike price and less any expenses, so long as such amount
is greater than zero. If the amount is equal to or less than zero,
the CBBCs will expire worthless.

If a mandatory call event has occurred, whether the holder of our

CBBCs may receive a cash settlement amount depends on whether
the CBBCs are Category N Bull CBBCs or Category R Bull CBBCs.

-11 -



For Category N Bull CBBCs (where the call price is equal to the
strike price), the holder of the CBBCs will not receive any cash
payment from us upon the occurrence of the mandatory call
event.

For Category R Bull CBBCs (where the call price is above the strike
price), the holder of a number of CBBCs with aggregate
entitlement of one unit will receive from us a residual cash
settlement amount, which will be the lowest price to which the
underlying unit has traded on the exchange in the trading session
in which the mandatory call event occurred and the immediately
following trading session, less the strike price. However, if this
resultant amount less any expenses is a negative number then no
amount is payable. On the occurrence of a mandatory call event,
we may at our sole and absolute discretion elect to pay an
additional amount to be determined by us at our sole and
absolute discretion for each series of CBBCs, which may be zero. If
we so elect, such discretionary additional amount shall be deemed
to be included in the residual cash settlement amount at
mandatory call termination as set out above.

Please note that during the life of a Bull CBBC relating to the
units of a fund or trust, a given percentage change in the
underlying unit price may not result in the same percentage
change in the theoretical value of the CBBC. The percentage
change in theoretical value of the CBBC may be greater or
smaller, in the same or opposite direction. The theoretical value
of the CBBC may be different from the prices available in the
market. You should be aware that you may be subject to, among
other risks, a significant portion or the entire loss of your
investment in our CBBCs, which will be proportionately greater
than the amount of loss you would sustain from investing in the
same amount directly in the underlying unit, for a given change
in the underlying unit price. Please refer to the “Risk Factors”
section of this base listing document and the relevant
supplemental listing document.

Bear CBBCs relating to the units of a fund or trust

Generally for a series of Bear CBBCs relating to the units of a fund
or trust, when certain price of the underlying unit as reported by
the relevant exchange is at or above the predetermined call price
for the first time during the observation period of the CBBCs, a
mandatory call event occurs and the CBBCs will terminate. If no
mandatory call event occurs during the observation period, upon
expiry, for each number of CBBCs with an aggregate entitlement
of one unit, we will pay the holder on the settlement date of such
CBBCs an amount equal to the strike price less the final price of
the underlying unit and less any expenses, so long as such amount
is greater than zero. If the amount is equal to or less than zero,
the CBBCs will expire worthless.
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If a mandatory call event has occurred, whether the holder of our
CBBCs may receive a cash settlement amount depends on whether
the CBBCs are Category N Bear CBBCs or Category R Bear CBBCs.

For Category N Bear CBBCs (where the call price is equal to the
strike price), the holder of the CBBCs will not receive any cash
payment from us upon the occurrence of the mandatory call
event.

For Category R Bear CBBCs (where the call price is below the strike
price), the holder of a number of CBBCs with aggregate
entitlement of one unit will receive from us a residual cash
settlement amount, which will be the strike price, less the highest
price to which the underlying unit has traded on the exchange in
the trading session in which the mandatory call event occurred
and the immediately following trading session. However, if this
resultant amount less any expenses is a negative number then no
amount is payable. On the occurrence of a mandatory call event,
we may at our sole and absolute discretion elect to pay an
additional amount to be determined by us in our sole and
absolute discretion for each series of CBBCs, which may be zero. If
we so elect, such discretionary additional amount shall be deemed
to be included in the residual cash settlement amount at
mandatory call termination as set out above.

Please note that during the life of a Bear CBBC relating to the
units of a fund or trust, a given percentage change in the
underlying unit price may not result in the same percentage
change (in the opposite direction) in the theoretical value of the
CBBC. The percentage change in theoretical value of the CBBC
may be greater or smaller, in the same or opposite direction. The
theoretical value of the CBBC may be different from the prices
available in the market. You should be aware that you may be
subject to, among other risks, a significant portion or the entire
loss of your investment in our CBBCs, which will be
proportionately greater than the amount of loss you would
sustain from investing in the same amount directly in the
underlying unit, for a given change in the underlying unit price.
Please refer to the “Risk Factors” section of this base listing
document and the relevant supplemental listing document.

For both our Bull CBBCs and Bear CBBCs relating to the units of a
fund or trust, the final price of an underlying unit will be
determined by reference to the market closing price on the
valuation date, please see the terms and conditions of our CBBCs
for further details.

-13 -



The supplemental listing document will set out the following terms specific to our
CBBCs to supplement the applicable set of master terms and conditions in Annex 2 to this

base listing document:

Category

Board lot

Shares of the company

Fund/Trust

Index

Index sponsor

Call price

Strike price

Call level

Strike level

Expiry date

Valuation date

Entitlement

Number of CBBC(s) per
Entitlement

The category of our CBBCs: Category N or Category R, Bull
or Bear

Minimum number at which our CBBCs trade

Name and par value of the underlying share (for our CBBCs
relating to a share only)

Name of the underlying fund or trust (for our CBBCs
relating to the units of a fund or trust only)

Name of the underlying index (for our CBBCs relating to
an index only)

Name of company that maintains the index and calculates
and publishes the index levels (for our CBBCs relating to
an index only)

Predetermined call price of the underlying share/unit (for
our CBBCs relating to a share and our CBBCs relating to
the units of a fund or trust only)

Predetermined strike price of the underlying share/unit
(for our CBBCs relating to a share and our CBBCs relating
to the units of a fund or trust only)

Predetermined call level of the underlying index (for our
CBBCs relating to an index only)

Predetermined strike level of the underlying index (for our
CBBCs relating to an index only)

Date on which the life of our CBBCs expires

Date on which the closing price or the closing level of the
underlying asset is determined for calculation of the cash
settlement amount upon automatic exercise on expiry

Number of shares/units to which a specified number of
CBBCs relates (for our CBBCs relating to a share and our
CBBCs relating to the units of a fund or trust only)

Number of CBBCs to which one entitlement relates (for

our CBBCs relating to a share and our CBBCs relating to
the units of a fund or trust only)
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Index currency amount

Observation period

Dealing commencement date

An amount denominated in the currency in which the
constituent stocks of the index are traded, which is used in
the calculation of the cash settlement amount (if any)
payable upon the occurrence of a mandatory call event or
automatic exercise on expiry (for our CBBCs relating to an
index only)

The period during which the price or the level of the
underlying asset is observed to determine whether a

mandatory call event has occurred

Listing date or date on which our CBBCs commence
trading on the Stock Exchange
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MORE INFORMATION ABOUT OUR STRUCTURED PRODUCTS
AND OUR LISTING DOCUMENTS

WHAT ARE THE LISTING DOCUMENTS?

The listing documents consist of this base
listing document (including its addendum, if
any) and for each series of structured
products, its supplemental listing document.
If the information in this base listing
document needs to be updated, we will
either include the updated information in
the relevant supplemental listing document
or publish an addendum to this base listing
document.

None of the listing documents constitutes an
offer, advertisement, recommendation or
invitation to the public to subscribe for or to
acquire any structured products.

WHO IS RESPONSIBLE FOR THE LISTING
DOCUMENTS?

We accept full responsibility for the accuracy
of the information contained in the listing
documents.

We have included references to one or more
websites in this base listing document and
we may include references to one or more
websites (including any third party website)
in the supplemental listing document for
each series of structured products to guide
you to sources of freely available
information. The information on these
websites does not form part of our listing
document. We are not responsible for
information on these websites. Such
information has not been prepared for the
purposes of our structured products.

Our base listing document is accurate at the
date stated on the cover. You must not
assume, however, that information in this
base listing document is accurate at any time
after the date of this base listing document.

The liquidity provider is not responsible in
any way for ensuring the accuracy of our
listing documents.

WHAT ARE OUR CREDIT RATINGS?

The structured products are not rated. Our
long-term debt ratings (as of the day
immediately preceding the date of this base
listing document) are as set out on page 1 of
this base listing document.

Rating agencies usually receive a fee from
the companies that they rate.

When evaluating our creditworthiness, you
should not solely rely on our credit ratings
because:

(a) a credit rating is not a recommendation
to buy, sell or hold the structured
products;

(b) ratings of companies may involve

difficult-to-quantify factors such as

market competition, the success or
failure of new products and markets

and managerial competence; and

(c) a high credit rating is not necessarily
indicative of low risk.

Our credit ratings as of the day immediately
preceding the date of this base listing
document are for reference only. Any
subsequent changes to our ratings may result
in changes to the value of the structured
products.

IS THE ISSUER REGULATED BY THE HONG
KONG MONETARY AUTHORITY OR AN
OVERSEAS REGULATORY AUTHORITY OR
THE SECURITIES AND FUTURES
COMMISSION OF HONG KONG (SFC)?

Other than being regulated by the Hong
Kong Monetary Authority as a licensed bank,
we are also regulated by the United Kingdom
Financial Services Authority.
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WHERE CAN | FIND MORE INFORMATION
ABOUT THE ISSUER AND THE STRUCTURED
PRODUCTS?

structured
the listing

Information on wus and our
products is described in
documents.

Please read the listing documents carefully
before you decide whether to buy our
structured products.

Additional and more up-to-date information
about us may be available on the website
www.standardchartered.com. You are
cautioned that this information (if available)
will be of a general nature and cannot be
relied upon as being accurate and/or correct
and will not have been prepared exclusively
for the purposes of our structured products.

We have not authorised anyone to give you
any information about our structured
products other than the information in the
listing documents.

WHEN WERE THE STRUCTURED PRODUCTS
AUTHORISED?

The issue of our structured products was
authorised on 29 April 2010.

WHERE CAN | READ COPIES OF THE
ISSUER’S DOCUMENTATION?

You can read copies of the documents set out
below by going to 15th Floor, Two
International Finance Centre, 8 Finance
Street, Central, Hong Kong. These offices are
open only during normal business hours and
not on Saturdays, Sundays or public holidays.

These are the documents, copies of which
may be inspected upon request while any of
our structured products are in issue:

o Royal Charter, Bye-Laws and Rules of
Standard Chartered Bank;

o our 2009 annual report which contains
our financial statements for the year
ended 31 December 2009;

as they become available, the unaudited
interim consolidated accounts of our

group;

o the letter from our auditors, KPMG
Audit  Plc, consenting to  the
reproduction of their reports in this
base listing document;

o the Instrument pertaining to the issue
of structured products; and

° this base listing document (and its
addendum, if any) and the relevant
supplemental listing document for a
series of structured products as long as
the structured products are listed on the

Stock Exchange (together with a
Chinese translation of each of these
documents).

A reasonable fee will be charged if you want
to take photocopies of any of the documents
while they are on display.

DEALING IN THE STRUCTURED PRODUCTS

Settlement of transactions between
members of the Stock Exchange on any
business day must take place on or before
the second settlement day (as defined in the
General Rules of CCASS and the CCASS
Operational Procedures in effect from time
to time) thereafter. Securities executed on
the Stock Exchange would normally be
settled under the continuous net settlement
system in CCASS. Dealings in the structured
products will take place in relevant board
lots in Hong Kong dollars. For further details
on transfers of structured products and their
exercise or settlement, see the terms and
conditions of the relevant series of
structured products.

DO | HAVE TO PAY STAMP DUTY OR OTHER
LEVIES ON THE STRUCTURED PRODUCTS?

There is no stamp duty on issue or transfer of
our cash-settled structured products. The
levy for the investor compensation fund is
currently suspended.
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However, the SFC charges a transaction levy
at the rate of 0.004 per cent. on the value of
the transaction of structured products and
this amount is payable by each of the buyer
and seller. Additionally, the Stock Exchange
charges a trading fee on every purchase and
sale of listed securities calculated at a rate of
0.005 per cent. of the amount of the
transaction and is payable by each of the
buyer and seller.

You should be aware that you may be
required to pay stamp taxes or other
documentary charges in accordance with the
laws and practices of the country where the
structured products are transferred. If you
are in any doubt as to your tax position, you
should consult your own independent tax
advisers. You should also be aware that tax
regulations and their application by the
relevant taxation authorities change from
time to time.

HOW DO | HOLD MY STRUCTURED
PRODUCTS?

Our structured products will be issued in
global registered form, represented by a
global certificate registered in the name of
HKSCC Nominees Limited (or its successors).

We will make all necessary arrangements to
enable our structured products to be
admitted for deposit, clearing and
settlement in CCASS. We will not issue any
definitive certificates for our structured
products. Our structured products will be
deposited within CCASS.

If you are a CCASS investor participant, you
may hold your structured products in your
account with CCASS. If you do not have a
CCASS account, your broker or agent (as a
CCASS participant) will arrange to hold your
structured products for you in an account at
CCASS. We will make all payments on our
structured products to CCASS: you will have
to check your CCASS account or rely on your
broker to ensure that payments on your
structured products are credited to your
account with your broker. Once we have
made the relevant payments in this way to

CCASS, we will have no further obligations
for that payment, even if CCASS or your
broker fails to transmit to you your share of
the payment or if it was transmitted late.
Any notices we give in relation to our
structured products will be given in the same
way: you will have to rely on CCASS and/or
your broker to ensure that those notices
reach you.
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RISK FACTORS

You should carefully consider the following information together with the other
information contained in the listing documents (including the relevant supplemental listing
document) before purchasing our structured products of any series.

This section highlights only some of the risks of dealing in the structured products but
their inclusion in this document does not mean these are the only significant or relevant
risks of dealing in our structured products.

There are risks associated with investing in our structured products; our structured
products are volatile instruments

Our structured products are structured financial instruments, their value may fall as
rapidly as they may rise and you may sustain a total loss in your investment. Your investment
in our structured products involves risks. Before investing in any of our structured products,
you should consider whether our structured products are suitable for you in light of your
own financial circumstances and investment objectives. Not all of these risks are described in
this base listing document or a supplemental listing document. You should consider taking
independent professional advice prior to making an investment in our structured products.

Structured products are complex and volatile instruments

Your investment in our structured products will be worthless if you are holding our
structured products when they expire out-of-the-money — meaning that the final price or
level of the underlying asset, determined in accordance with the terms and conditions of our
structured products, is greater (for our put warrants or bear CBBCs) or less (for our call
warrants or bull CBBCs) than the strike price or strike level (as the case may be) of our
structured products.

Our structured products are complex instruments and their values at any time prior to
expiry are governed by a number of factors, including but not limited to the time left till
expiry, the price or level of the underlying asset compared with the strike price/level or all
price/level (in the case of our CBBCs) of our structured products, the volatility of price or level
of the underlying asset, market interest rate movements, our financial condition and the
market’s view of our credit quality. The values of our structured products may rise or fall
rapidly over a short time due to changes in one or more factors. The interplay of these
different factors also means that the effect on the value of our structured products from the
change in one factor may offset or accentuate the effect from the change in another factor.
The value or level of the underlying assets (and some of the other relevant factors) can also
be unpredictable: it may change suddenly and in large magnitude or not change at all. You
may risk losing your entire investment if the price or level of the underlying assets do not
move in your anticipated direction. You should also note that, assuming all other factors are
held constant, the value of structured products will decline over time.

The cash settlement amount of our structured products if calculated at any time prior
to expiry may typically be less than the market price of such structured products at that time.
The difference will reflect, among other things, a “time value” for the structured products
which depends on a number of interrelated factors including those specified above.

-19 -



Your ability to realise your investment in our structured products is dependent on the
trading market for our structured products

Where our structured products are not exercisable prior to the expiry date, the only way
you may be able to realise the value of your investment in our structured products is to
dispose of them either in the on-exchange market or over-the-counter market. If you dispose
of your investment in our structured products before expiry in this way, the amount you will
receive will depend on the price you are able to obtain from the market for our structured
products. That price may depend on the quantity of our structured products you are trying
to sell. The market price of our structured products may not be equal to the value of our
structured products, and changes in the price of our structured products may not correspond
(in direction and/or magnitude) with changes in the value of our structured products.

The liquidity provider appointed for our structured products will upon request provide
bid and/or offer prices for our structured products on the Stock Exchange and may (but is not
obliged to) provide such prices at other times too, but under certain circumstances it may not
provide bid and/or offer prices even if requested. You should refer to the section regarding
liguidity provider in the relevant supplemental listing document for further details. The
prices provided by our liquidity provider are influenced by, among other things, the supply
and demand of our structured products for a particular series in the market, and may not
correspond with the values of such structured products or changes in such values.

You should note that the prices available in the market for our structured products may
also come from other participants in the market, although we cannot predict if and to what
extent a secondary market may develop for our structured products or whether that market
will be liquid or illiquid. The fact that a particular series of structured products is listed does
not necessarily lead to greater liquidity. In addition, no assurance can be given that the
listing of any particular series of our structured products will be maintained. If our structured
products of a particular series cease to be listed, they will not be transacted through the
Stock Exchange, and they may even be terminated early. Off-exchange transactions may
involve greater risks than on-exchange transactions. You may be unable to find any buyer for
your holdings of our structured products on the Stock Exchange if the value of the structured
products falls below HK$0.01.

Only the liquidity provider appointed for our structured products is obliged to provide
bid and/or offer prices for our structured products (subject to the terms set out in the
relevant supplemental listing document), and at times it may be the only source of bid and/or
offer prices for our structured products.

The liquidity of any series of our structured products may also be affected by restrictions
on offers and sales of our structured products in some jurisdictions including the restrictions
described in Annex 3 “Purchase and Sale” to this base listing document.

If trading in the underlying asset is suspended, trading in our structured products may
also be suspended for a similar period.

In view of the limited trading market of our structured products, you may need to hold
our structured products until expiry.
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You must rely on our creditworthiness; our obligations are not deposit liability or debt
obligations

Our structured products are not secured on any assets. Our structured products
represent our general contractual obligations and will rank equally with our other general
unsecured obligations. The number of structured products outstanding at any given time
may be substantial. When purchasing our structured products, you will be relying upon our
creditworthiness and of no one else. Any downgrading of our rating by a rating agency could
result in a reduction in the value of the structured products. There is no assurance of
protection against a default by us in respect of our obligations under the structured
products. You may lose all or substantially all of your investment if we become insolvent or
if we default on our obligations under the structured products. We do not intend to create
upon ourselves a deposit liability or a debt obligation by issue of any structured products.

You have no rights in the underlying assets and the market price for our structured
products may fluctuate differently from that of the underlying assets

Our structured products are financial instruments issued by us and are separate from the
underlying assets. You have no rights under our structured products against (i) any company,
trust or fund which issues or comprises the underlying assets of the relevant series of
structured products or (ii) the trustee or the manager of any underlying asset that is a trust
or a fund or (iii) the sponsor of any underlying asset that is an index. In addition, buying our
structured products is not the same as buying the underlying assets or having a direct
investment in the underlying assets or shares comprising any underlying asset that is an
index. You will not be entitled to have voting rights, rights to receive dividends or
distributions or any other rights under the underlying asset or shares comprising any
underlying asset that is an index. As mentioned, there are many factors influencing the value
and/or market price of structured products, which are leveraged instruments. For example,
increases in the price or level of the underlying assets may not lead to an increase in the value
and/or market price of our call warrants or bull CBBCs by a proportionate amount or even
any increase at all; however, a decrease in the price or level of the underlying assets may lead
to a greater than proportionate decrease in the value and/or market price of our call
warrants or bull CBBCs. There is no assurance that a change in value and/or market price of
our structured products will correspond in direction and/or magnitude with the change in
price or level of the underlying assets. You should recognise the complexities of utilising our
structured products to hedge against the market risk associated with investing in an
underlying asset or shares comprising any underlying asset that is an index.

Unless otherwise specified, the issuer, the trustee, the manager or the sponsor of the
underlying assets will have no involvement in the offer and sale of our structured products
and no obligation to you as investors in our structured products. The decisions made by them
on corporate actions, such as a merger or sale of assets, or adjustment of the method for
calculation of an index may also have adverse impact on the value and/or market price of our
structured products.

There could be conflicts of interest arising out of our other activities which may affect
our structured products

We and any of our subsidiaries and affiliates may engage in transactions (whether for
their proprietary accounts, including hedging, or trading for accounts under management or
otherwise) involving, as well as provide investment banking and other services to, any
company or to any trustee or manager of a trust or a fund underlying our structured products
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or their securities and may enter into transactions with the substantial shareholders of the
underlying company. Those transactions may have a positive or negative impact on the price
or level of the underlying asset and in turn the value and/or market price of our structured
products.

For example, in the case of CBBCs, these transactions may result in the price or level of
the underlying asset moving closer to, or even reaching or going beyond the call price or call
level of our CBBCs thus causing a mandatory call event. These transactions may also influence
the price or level of the underlying asset after the occurrence of the mandatory call event
and adversely impact on the residual cash amount payable (if any, for a category R CBBC). The
mandatory call event may be triggered by a single trade in the underlying asset, regardless
of the size of the trade. In addition, the unwinding of hedges at any time or after the
occurrence of a mandatory call event may affect the price or level of the underlying asset and
consequently affect the cash settlement amount of our CBBCs. We and any of our subsidiaries
and affiliates may have officers who serve as directors of any of the companies underlying
our structured products. Our proprietary trading activities (which include hedging of our
structured products) in the underlying securities or related structured products may affect
the value and/or market price of the structured products. We may issue other competing
financial products which may affect the value and/or market price of our structured products.
You should also note that potential conflicts of interest may arise from the different roles
played by us and any of our subsidiaries and affiliates in connection with our structured
products and the economic interests in each role may be adverse to your interests in our
structured products. We owe no duty to you to avoid such conflicts.

We may early terminate our structured products due to illegality, or in certain
circumstances, force majeure or extraordinary reasons

If we determine that our obligations under any structured products has become
unlawful or in certain circumstances, impractical, we may decide to terminate that series of
structured products early. If this happens, we will pay the holder of those structured products
an amount determined by us in our sole and absolute discretion to be the fair market value
of the structured products immediately prior to such termination minus any hedging cost or
otherwise as specified in the relevant supplemental listing document. Such amount could be
substantially less than the amount you invested and can be as low as zero.

Structured products relating to an index involve valuation risks

You should note that, in the case of structured products relating to an index, an
investment involves valuation risks in relation to the index. The level of the index may vary
over time and may increase or decrease due to various factors including changes in the
formula for or the method of calculating the index. In addition, a level for the index may be
published by the index sponsor at a time when one or more securities comprising the index
are not trading. If this occurs on the valuation date and there is no market disruption event
called under the terms of the relevant structured products, then the value of such securities
used in calculating the closing level of the index will not be their up-to-date market price.
Certain (but not all) events relating to the index underlying our structured products require
or, as the case may be, permit us to make certain adjustments or amendments to the
conditions (including, but not limited to, determining the level of the index). However, we
are not required to make an adjustment for every event that can affect the index. If an event
occurs that does not require us to adjust the terms and conditions, the market price of our
structured products and the return upon mandatory call event or expiry of our structured
products may be affected.
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Risks associated with our structured products relating to the units of a fund or trust

For our structured products relating to the units of a fund or trust, neither we nor any
of our affiliates have the ability to control or predict the actions of the trustee or the
manager of the fund or trust. Neither the trustee nor the manager of the fund or trust (i) is
involved in the offer of any structured products in any way, or (ii) has any obligation to
consider the interest of the holders of any structured products in taking any corporate
actions that might affect the value of any structured products. We have no role in the fund
or trust. The trustee or the manager of the fund or trust is responsible for making investment
and other trading decisions with respect to the management of the fund or trust consistent
with its investment objectives and in compliance with the investment restrictions as set out
in the constitutive documents of the fund or trust. The manner in which the fund or trust is
managed and the timing of actions may have a significant impact on the performance of the
units. Hence, the price which is used to calculate the performance of the units is also subject
to these risks.

You should note that our structured products relating to the units of a fund or trust
reference the units of the fund or trust and the cash settlement amount payable upon
exercise will be calculated using the official closing prices of the units on the stock exchange
on the valuation dates. If the fund or trust is designed to track the performance of an index,
you should note that our structured products do not reference the index tracked by the fund
or trust. Changes in the price of the units on the Stock Exchange may not correspond with
changes in the level of such index, and such price at any given time may differ from the net
asset value per unit of the fund or trust.

Liquidation of underlying company or termination of underlying trust or fund

In the event of liquidation, dissolution, winding up or termination of the company, trust
or fund that issues the underlying shares or units or the appointment of a receiver or
administrator or analogous person to the company, trust or fund, the relevant structured
products shall lapse and we, as the issuer, shall pay an amount equal to our good faith
estimate (made in our sole discretion) of the value of our structured products to the holders,
which may be as low as zero.

Time lag between the time of exercise or the occurrence of a mandatory call event (in
the case of CBBCs) and the time of determination of the settlement amount may affect
the settlement amount

There may be a time lag between the time or date (i) when you exercise our structured
products (or when our structured products are automatically exercised) or (ii) (in the case of
our CBBCs only) when a mandatory call event occurs and the time of determination of the
settlement amount. Such delay could be significantly longer in the case of a market
disruption event, delisting of the company that issues the underlying assets or shares
comprising any underlying asset that is an index, termination of the trust or fund that issues
the underlying unit or other adjustment events. The settlement amount may change
significantly during any such period and may result in such settlement amount being zero.
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We may adjust the terms and conditions of our structured products upon the occurrence
of certain corporate events or extraordinary events affecting the underlying assets

We may determine that certain corporate events or extraordinary events affecting the
underlying assets have occurred and may make corresponding adjustments to the terms and
conditions of our structured products, including adjustments to the value or level of the
underlying assets or changing the composition of the underlying assets. Such events and/or
adjustments (if any) may have adverse impact on the value and/or market price of our
structured products. We may also in our sole discretion adjust the entitlement of our
structured products for dilution events such as stock splits and stock dividends.

However, we have no obligation to make an adjustment for every event that can affect
the underlying asset. The value and/or market price of our structured products may be
adversely affected by such events in the absence of an adjustment by us. If adjustments were
made, we do not assure that such adjustments can negate any adverse impact of such events
on the value and/or market price of our structured products.

Our determination of the occurrence of a market or settlement disruption event may
affect the value and/or market price of our structured products

We may determine that a market or settlement disruption event has occurred. Such
determination may affect the value and/or market price of our structured products, and may
delay settlement in respect of our structured products.

If we determine that a market disruption event exists, the valuation of the underlying
assets for the purpose of calculating the cash settlement amount of our structured products
may be postponed. Under certain circumstances, we may determine the good faith estimate
of the value or level of the underlying assets that would have prevailed on the relevant
valuation date or postponed valuation date (as the case may be) but for such market
disruption event.

The implied volatility of our structured products may not reflect the actual volatility of
the underlying asset

The market price of our structured products is determined among other factors by the
supply and demand of the structured products. This price “implies” a level of volatility in the
underlying asset in the sense that such level of volatility would give a theoretical value for
the structured product which is equal to that price; but such level of volatility may not be
equal to the actual level of volatility of the underlying asset in the past or future.

The implied volatility of our structured products may change without notice throughout
the life of our structured products.

Investment in our structured products may involve exchange rate risks and interest rate
risks

An investment in our structured products may involve exchange rate risks. For example,
the underlying asset may be denominated in a currency other than that of our structured
products, our structured products may be denominated in a currency other than the currency
of your home jurisdiction and our structured products may settle in a currency other than the
currency in which you wish to receive funds. Changes in the exchange rate(s) between the
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currency of the underlying asset, the currency in which our structured products settle and/or
the currency of your home jurisdiction may adversely affect the return of your investment in
our structured products. We cannot assure that exchange rates on the issue date of our
structured products will be representative of the future exchange rates used in computing
the value of our structured products. Fluctuations in exchange rates may therefore affect the
value of our structured products.

An investment in our structured products may also involve interest rate risk as the
intrinsic value of a structured product may be sensitive to fluctuations in interest rates.
Fluctuations in the short term or long term interest rates of the currency in which our
structured products are settled or the currency in which the underlying asset is denominated
may affect the value and/or market price of our structured products.

Please consult your tax advisers if you are in any doubt of your tax position

You may be required to pay stamp taxes or other documentary charges in accordance
with the laws and practices of the country where our structured products are transferred and
such laws and practices may change from time to time. If you are in any doubt of your tax
position, you should consult your own independent tax advisers.

Our structured products are issued in global registered form; you have to rely on your
brokers to evidence title to your investment and to receive notices and the cash
settlement amount

Our structured products are issued in global registered form and held on your behalf
within a clearing system. This means that evidence of title to your interests, as well as the
efficiency of ultimate delivery of the cash settlement amount, will be governed by the CCASS
Rules.

Our structured products in global registered form will be registered in the name of
HKSCC Nominees Limited (or its successors), which shall be treated by us as the holder of our
structured products for all purposes. This means that you will not receive definitive
certificates and the register will record at all times that our structured products are being
held by HKSCC Nominees Limited (or its successors). You will have to rely solely upon your
brokers and the statements received from your brokers to evidence title to your investments.
You will also have to rely on your brokers to effectively inform you of any notices,
announcements and/or meetings issued or called by us (upon receipt by those brokers as
CCASS participants of the same from CCASS and ultimately from us). The Stock Exchange’s
Listing Rules also provide that our obligations to deliver notices, announcements and/or
meetings will be complied with by a posting on the Stock Exchange website. Our obligations
to deliver any cash settlement amount to you will be duly performed by the delivery of any
such amount to HKSCC Nominees Limited (or its successors) as the holder. You will therefore
have to check your CCASS account (if any) or rely on your brokers for the ultimate delivery
of any cash settlement amount to you as the investor.

There may be limitations on the number of structured products exercisable for a
particular series

We may specify for a particular series of structured products the maximum number of
structured products exercisable (in the case of American style structured products) or the
minimum number of structured products exercisable. You may not be able to exercise all the
structured products that you may wish to exercise if the specified maximum number is
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exceeded, or you will have to sell your structured products or purchase additional structured
products of the same series if the number of structured products you hold is fewer than the
specified minimum number.

We do not give you any advice or credit analysis

We are not responsible for the lawfulness of your acquisition of our structured products.
We are not giving you any advice or credit analysis of the underlying assets. You shall be
deemed to have made a representation to such effect for each purchase of our structured
products of any series.

We are not the holding company of the group to which we belong

We are not the ultimate holding company of the group to which we belong and with
which our name is identified. The ultimate holding company of the group to which we
belong is Standard Chartered PLC.

The effect of the combination of risk factors may be unpredictable

Two or more risk factors may simultaneously have an effect on the value of our
structured products such that the effect of any individual risk factor may not be predictable.
No assurance can be given as to the effect any combination of risk factors may have on the
value of our structured products.

Risks associated with our CBBCs
You may lose all or substantially all your investment at expiry

If you hold your CBBCs until expiry and no mandatory call event occurs during the
observation period, the cash settlement amount payable upon exercise at expiry will depend
on how much the closing price or level of the underlying asset is above (in the case of bull
CBBCs) or below (in the case of bear CBBCs) the strike price or level. The cash settlement
amount may be substantially less than your initial investment in the CBBCs, and may even be
zero.

You may lose all or substantially all of your investment upon the occurrence of the
mandatory call event

You may lose all or substantially all of your investment in our CBBCs if the mandatory
call event occurs during the observation period of our CBBCs — meaning that the price or level
of the underlying asset is for the first time during the observation period at or below (for our
Bull CBBCs) or at or above (for our Bear CBBCs) the predetermined call price or call level. The
mandatory call event may be triggered by a single, small trade in the underlying share or
security comprised in the underlying index, regardless of the size of the trade. The trade that
triggers the mandatory call event may only be the result of a temporary fall (or rise, as the
case may be) in the price or level of the underlying asset caused by a number of factors.
Subsequent to the occurrence of the mandatory call event, the price or level of the
underlying asset may recover to above (or below, as the case may be) the call price or call
level.
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Upon the occurrence of a mandatory call event, a Category N CBBC will become
worthless while a Category R CBBC will be settled by the payment of a residual cash amount
(if any) by us. Such residual amount is determined by reference to the amount by which the
minimum trade price or index level of the underlying asset in the trading session in which the
mandatory call event occurs and the immediately following trading session exceeds the strike
price or strike level (for our Category R Bull CBBCs) or the amount by which the strike price
or strike level exceeds the maximum trade price or index level of the underlying asset in the
trading session in which the mandatory call event occurs and the immediately following
trading session (for our Category R Bear CBBCs). This resultant amount may be as low as zero.
On the occurrence of a mandatory call event, we may at our sole and absolute discretion
elect to pay an additional amount determined at our sole and absolute discretion for the
particular series of CBBCs, and such amount may be as low as zero.

Where the mandatory call event occurs in a continuous trading session of the Stock
Exchange, all trades of CBBCs concluded in that continuous trading session after the time at
which the mandatory call event occurs will be cancelled. Where the mandatory call event
occurs in a pre-opening session or a closing auction session (if any) of the Stock Exchange, all
auction trades of CBBCs concluded in that pre-opening session or closing auction session (if
any) (as the case may be) and all manual trades of CBBCs concluded after the end of the
relevant pre-order matching period will be cancelled. We will announce the occurrence of
the mandatory call event in accordance with the requirements of the Stock Exchange but the
announcement of the same can be delayed by among other reasons, technical errors or
system failures beyond our control. Your gain or loss from a trade that is subsequently
cancelled will be reversed. If in the meantime you have entered into transactions with our
CBBCs as a hedge, then upon cancellation of trades in our CBBCs, you will need to find a
replacement hedge and may incur losses in doing so.

Under the terms and conditions of our CBBCs, none of the Stock Exchange, us, the issuer
or sponsor of the underlying asset or any of our or their affiliates or agents shall be
responsible for any losses suffered as a result of the determination of the price or level of the
underlying asset, any adjustments involved in determining the occurrence of the mandatory
call event, the calculation of any cash settlement amount and the suspension of trading in
connection with the mandatory call event, notwithstanding that such adjustments,
calculation or suspension may have occurred as a result of an error.

The payment of the additional amount is at our sole and absolute discretion

The payment of the additional amount is at our sole and absolute discretion, as is the
quantity of the additional amount, if we choose to pay it. In exercising such discretion, we
may (but are not obliged to) take into account any factors that we consider relevant, and we
are not bound by any exercise of the discretion in respect of previous mandatory call events
of other CBBCs issued by ourselves or others. Accordingly, you should not form any
expectations regarding the exercise of such discretion upon the occurrence of mandatory call
event in respect of any series of CBBCs. You should note that the cash settlement amount per
board lot at mandatory call event may be zero, and in any event will never exceed, in the case
of CBBCs relating to an index, an amount equal to (i) the index currency amount times (ii) the
difference between the maximum trade level and the strike level for Bull CBBCs relating to
an index or the difference between the strike level and the minimum trade level for Bear
CBBCs relating to an index; or, in the case of CBBCs relating to a share or the units of a fund
or trust, an amount equal to (i) the difference between the maximum trade price and the
strike price for Bull CBBCs or the strike price and the minimum trade price for Bear CBBCs
times (ii) board lot divided by (iii) number of CBBC(s) per entitlement.
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A CBBC is different from a margin trading position over the same underlying asset

An investment in CBBC is similar to but not the same as a corresponding margin trading
position. Both are different from an actual position in the underlying asset in that an
investor does not have to pay an amount equal to the maximum potential exposure of the
position upon entry. Because the initial payment is small by comparison, a given change in
the price or level of the underlying asset can result in a greater percentage change in the
value of the investment.

Whilst the total gain or loss of investing in a CBBC upon exercise at expiry may be similar
to that of an equivalent margin trading position (of same size and strike price or level) on the
same underlying asset, at other times a CBBC differs from an equivalent margin trading
position in many ways.

Generally a margin trading position will be marked-to-market at the end of every
trading day so that the holder would realise the day’s gain or loss immediately, unless a
mandatory call event or expiry occurs the gain or loss of a CBBC is realised only when it is
sold. One can maintain a margin trading position even if the underlying asset price or level
continues to move against the direction anticipated, so long as the holder continues to put
up additional margin, with the CBBC when the underlying asset price or level reaches the call
level it is immediately terminated. Once the call level is reached, a CBBC investor would lose
his entire investment (for a category N CBBC) or would only receive the residual cash amount
(if any, for a category R CBBC) and due to the call termination, he would not benefit from
the reversal of direction of the underlying asset price or level subsequent to the mandatory
call event (for a category N CBBC) or the determination of residual cash amount (for a
category R CBBCQ).

This call termination feature of CBBCs (among other reasons) also means that the
theoretical value of a CBBC at a time prior to its expiry will be different from that of an
equivalent margin trading position. A given percentage change in the price or level of the
underlying asset may not result in the same percentage change (in the same direction for a
bull CBBC or in the opposite direction for a bear CBBC) in the theoretical value of the CBBC.
The percentage change in theoretical value of the CBBC may be greater or smaller (or may
be zero), in the same or opposite direction.

The theoretical value of a CBBC at any time will also contain an amount which reflects
our cost of maintaining the corresponding hedge position in the underlying asset (e.g. the
cost of funding a long position in shares, the net cost of borrowing shares for short sale, or
the cost of margin in maintaining the futures position). The purchase price of a CBBC you pay
may include all or part of such cost and when the mandatory call event occurs, the cash
settlement amount (if any) will not contain a refund of such cost.

Other than at expiry (assuming mandatory call event does not occur prior to expiry)
when the cash settlement amount will be set by the closing price or level of the underlying
asset, at any time prior to the expiry you may sell your holding of CBBCs in the market and
the price realised may or may not be the same as the theoretical value of the CBBCs, as the
price will be determined by the levels of supply and demand in the market.
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The funding costs of our CBBCs will fluctuate during the term of our CBBCs

The issue price of our CBBCs is set by reference to the difference between the initial
reference spot price of the underlying asset and the strike price or strike level, plus the
applicable funding cost. The initial funding cost applicable to our CBBCs is specified in the
relevant supplemental listing document. It will fluctuate during the term of our CBBCs as the
funding rate changes from time to time. The initial funding cost is an amount determined by
us based on one or more factors, including but not limited to the strike price or strike level
(as the case may be), the prevailing interest rate, the expected term of our CBBCs, any
expected notional dividends in respect of the underlying asset and the margin financing
provided by us (if any).
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TAXATION

We have based this summary of Hong Kong tax on current law and practice. It is
intended to give you an overview of what Hong Kong tax you might have to pay if you hold
our structured products. It is not complete and we are not giving you any tax advice. You
should consult your own tax adviser about the tax consequences of investing in our
structured products, particularly if you are subject to special tax rules (for example, if you are
a bank, dealer, insurance company or a tax-exempt entity).

HONG KONG

Withholding Tax

We are not required under current law to make any withholding on account of Hong
Kong tax from payments in respect of our structured products.

Capital Gains Tax

No capital gains tax is payable in Hong Kong on any capital gains arising from a sale or
disposal of our structured products.

Profits Tax

Hong Kong profits tax may be chargeable on any gains arising from a sale or disposal
of our structured products where the sale or disposal is or forms part of a trade, profession
or business carried on in Hong Kong and the gains are of a Hong Kong source.

Stamp Duty

Our cash-settled structured products are not subject to Hong Kong stamp duty or bearer
instrument duty either when issued or on any subsequent transfer.

Estate Duty

The Revenue (Abolition of Estate Duty) Ordinance 2005 commenced operation on 11
February 2006. Estates of persons who pass away on or after the commencement date of that
ordinance are not subjected to estate duty.
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INFORMATION ABOUT SCB AND THE GROUP

You should read this base listing document (and its addendum, if any) in conjunction
with the relevant supplemental listing document for updated information about us.

Standard Chartered PLC (“SCPLC”), the ultimate holding company of SCB, was
incorporated and registered in England and Wales on 18 November 1969 as a company
limited by shares. Its ordinary shares and preference shares are listed on the Official List and
traded on the London Stock Exchange. SCPLC's ordinary shares are also listed on the Hong
Kong Stock Exchange. SCPLC operates under the Companies Acts 1985 and 2006 and its
registered number is 966425. SCPLC's registered office is at 1 Aldermanbury Square, London
EC2V 7SB, and its principal place of business in the United Kingdom is at 1 Basinghall Avenue,
London EC2V 5DD. SCPLC's telephone number is +44 (0)20 7885 8888. SCPLC adopted new
articles of association on 7 May 2009.

SCB was incorporated in England with limited liability by Royal Charter in 1853. SCB's
issued share capital comprises ordinary shares, all of which are owned by Standard Chartered
Holdings Limited, a company incorporated in England and Wales and a wholly-owned
subsidiary of SCPLC, non-cumulative irredeemable preference shares of U5$0.01 each, all of
which are owned by Standard Chartered Capital Investments LLC, a company incorporated in
the United States, and non-cumulative redeemable preference shares of US$5.00 each, all of
which are owned by SCPLC. SCB's principal office is at 1 Aldermanbury Square, London EC2V
7SB and its principal place of business in the United Kingdom is at 1 Basinghall Avenue,
London EC2V 5DD. SCB's reference number is ZC18.

SCPLC and its subsidiaries (the “Group”) is an international banking and financial
services group particularly focused on the markets of Asia, Africa and the Middle East. As at
31 December 2009, the Group has a network of over 1,600 branches and outlets in over 71
markets and approximately 77,000 employees worldwide.

The Group, through SCB and its subsidiaries, operates two business divisions: Consumer
Banking and Wholesale Banking.

Business Divisions
Consumer Banking

Consumer Banking serves the needs of personal, premium, small and medium enterprise
and private banking customers, offering a full suite of innovative products and services to
meet their borrowing, wealth management and transacting needs. A customer focused
approach enables deeper understanding of customers’ evolving needs and in providing
customised financial solutions. Building on a rich history of over 150 years, Consumer
Banking has a strong track record and deep understanding of fast-growing markets across
Asia, Africa and the Middle East.

Wholesale Banking

Wholesale Banking provides a wide range of solutions to help corporate and
institutional clients facilitate trade and finance across some of the fastest growing markets
and trade corridors in today’s global economy. Its focus is on building a client-driven
business, being the bank of choice for and in Asia, Africa and the Middle East and leveraging
its in-depth local knowledge and extensive cross-border network.
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With a solid 150-year track record and on-the-ground expertise, Wholesale Banking
provides clients with trade finance, cash management, securities services, foreign exchange,
risk management, capital raising and corporate finance solutions.

Geographic Markets

The Group’s network covers Asia Pacific, the Middle East, South Asia, Africa, the
Americas, the United Kingdom and Europe.

Hong Kong

For the year ended 31 December 2009, Hong Kong-based activities contributed
US$2,370 million operating income and US$1,062 million profit before tax to the Group. For
the year ended 31 December 2008, Hong Kong-based activities contributed US$2,255 million
operating income and US$989 million profit before tax to the Group.

Singapore, Malaysia and Other Asia Pacific Regions

For the year ended 31 December 2009, Singapore, Malaysia and other Asia Pacific
business contributed US$4,480 million operating income and US$1,484 million profit before
tax to the Group. For the year ended 31 December 2008, Singapore, Malaysia and other Asia
Pacific business contributed US$4,277 million operating income and US$1,313 million profit
before tax to the Group.

Singapore is one of the Group's top five markets by profits before tax and SCB was
among the first four foreign banks in Singapore to be awarded a Qualifying Full Bank
("QFB") licence in October 1999.

The Group continues to be well positioned in a range of fast-expanding markets in the
Asia Pacific region. In China in 2009, the Group has a network of 54 outlets. Income in China
increased 17 per cent. to US$738 million in 2009.

The acquisition of Hsinchu International Bank in 2006 (subsequently renamed Standard
Chartered Bank (Taiwan) Limited) made the Group the largest international bank in Taiwan.
In Indonesia, SCB increased its stake in PT Bank Permata in 2006, reinforcing its position as
the country’s largest international bank.

Korea

The Group acquired Korea First Bank, a major banking group in the Republic of Korea
(South Korea) in April 2005 and completed the rebranding as SC First Bank in September
2005. In November 2005, SCB's branch business in South Korea was integrated with SC First
Bank. For the year ended 31 December 2009, Korea contributed operating income of
US$1,554 million and profit before tax of US$322 million to the Group. For the year ended
31 December 2008, Korea contributed operating income of US$1,547 million and profit
before tax of US$329 million to the Group.
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India

In India (including Nepal), the Group operates one of the country’s largest foreign banks
in terms of branch network, with over 90 branches in 37 cities.

For the year ended 31 December 2009, India contributed operating income of US$1,813
million and profit before tax of US$1,060 million to the Group, making it the Group'’s second
largest contributor of income and profits after Hong Kong. For the year ended 31 December
2008, India contributed operating income of US$1,694 million and profit before tax of
US$891 million to the Group.

Middle East and other South Asia

For the year ended 31 December 2009, Middle East and other South Asia contributed
operating income of US$2,078 million and profit before tax of US$366 million to the Group.
For the year ended 31 December 2008, Middle East and other South Asia contributed
operating income of US$1,658 million and profit before tax of US$652 million to the Group.
In the United Arab Emirates, as at 31 December 2009, Standard Chartered has the largest
network among international banks, with 11 branches and over 130 ATMs.

Standard Chartered Bank (Pakistan) Limited is the largest international bank in Pakistan
with 174 branches spread over 41 cities as at 31 December 2009.

Africa

As at 31 December 2009, the Group has a presence in 13 countries in Africa, of which
Nigeria and Kenya contributed around 32% of total Africa income in 2009. The Group’s core
African markets are Botswana, Ghana, Kenya, Nigeria, Zambia, Tanzania and Uganda. For the
year ended 31 December 2009, Africa contributed operating income of US$1,089 million and
profit before tax of US$482 million to the Group. For the year ended 31 December 2008,
Africa contributed operating income of US$910 million and profit before tax of US$313
million to the Group.

Americas, United Kingdom and Europe

In the Americas, the United Kingdom and Europe, the Group is focused on serving
clients with needs in Asia, Africa and the Middle East, offering specialised products to
multinational organisations. For the year ended 31 December 2009, operating income was
US$1,800 million and operating profit before tax was US$375 million. For the year ended 31
December 2008, the Group’s operations in Americas, the United Kingdom and Europe
contributed operating income of US$1,627 million and a profit before tax of US$81 million
to the Group.

The Group'’s head office is based in London, along with the majority of Group functions.
The Group’s Wholesale Banking team in London plays a key role in serving corporate and
financial institutional clients doing business in its markets. The acquisitions of Pembroke,
Harrison Lovegrove and AEB have added specialist capabilities to the Group and helped
expand its Private Banking network and transaction banking capabilities.

The Group has had a presence in New York since 1902 and its US dollar clearing business
is based there.
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Subsidiaries

As at 31 December 2009, the principal subsidiary undertakings of SCB and principally
engaged in the business of banking and provision of other financial services, were as follows:
Standard Chartered Bank (Hong Kong) Limited, Standard Chartered First Bank Korea Limited,
Standard Chartered Bank Malaysia Berhad, Standard Chartered Bank (Thai) Public Company
Limited, Standard Chartered Bank (China) Limited, Standard Chartered Bank (Taiwan)

Limited, Standard Chartered Bank (Pakistan) Limited, Standard Chartered Bank Nigeria
Limited, Standard Chartered Kenya Limited, and Standard Chartered Private Equity Limited.

All the above are directly or indirectly wholly owned subsidiaries of SCB, except
Standard Chartered Bank (Thai) Public Company Limited, which is 99.99 per cent. owned by
SCB and Standard Chartered Bank (Pakistan) Limited, which is 98.99 per cent. owned by SCB.

Recent developments

On 11 June 2010, SCPLC listed a total of 240,000,000 Indian Depository Receipts (“IDRs")
on the Bombay Stock Exchange Limited and National Stock Exchange of India Limited. Every
10 IDRs represents one SCPLC ordinary share of US0.50 each. The underlying 24,000,000
SCPLC ordinary shares were admitted to the Official List of the United Kingdom Listing
Authority and trading on the main market of the London Stock Exchange on 7 June 2010 and
listed on The Stock Exchange of Hong Kong Limited on 8 June 2010.

Directors

As at 1 May 2010, the directors of SCB and their respective principal outside activities,
where significant to SCB, are as follows:

P A Sands Chairman, and Group Chief Executive of SCPLC

J S Bindra Director, Group Executive Director of SCPLC and Chief Executive Officer, Asia

S P Bertamini Director, Group Executive Director of SCPLC, and Chief Executive,
Consumer Banking

R H Meddings Director, and Group Finance Director of SCPLC

Non-executive Director of 3i Group plc

T J Miller Director Property, Research and Assurance

Non-Executive Director of Michael Page International plc

A M G Rees Director, Group Executive Director of SC PLC and Chief Executive, Wholesale
Banking

V Shankar Director, CEO Middle East, Africa, Europe and Americas.
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STATUTORY AND GENERAL INFORMATION ABOUT US

NO MATERIAL ADVERSE CHANGE AND LITIGATION

Save for any that has been disclosed in this base listing document, there has been no
material adverse change in our financial or trading position since the date of our most
recently published audited financial statements that would have a material adverse effect on
our ability to perform our obligations in the context of any issue of structured products.

Save for any that has been disclosed in this base listing document, we are not aware, to
the best of our knowledge and belief, of any claims, litigation or arbitration proceedings
pending or threatened against SCB Group (being SCB and its subsidiaries) or that SCB Group
is involved in, which in our opinion could have a material adverse effect on our ability to
perform our obligations in the context of any issue of structured products.

FINANCIAL INFORMATION ABOUT THE ISSUER

SCB publishes its directors’ report and the audited financial statements of Standard
Chartered Bank Group and SCB following the end of each of its financial year. Its financial
year end is 31 December.

KPMG Audit Plc, our independent accountants and auditors, have given and have not
withdrawn their written consent to the inclusion of their report dated 3 March 2010 (which
relates to our financial statements for the year ended 31 December 2009) attached to our
accounts into this base listing document in the form and context in which they are included.
Their report was not prepared for the purposes of this base listing document.

KPMG Audit Plc do not have any shareholding in us or any of our subsidiaries nor do
they have the right (whether legally enforceable or not) to subscribe for or to nominate
persons to subscribe for our securities or securities of any of our subsidiaries.
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ANNEX 1

TERMS AND CONDITIONS OF THE CASH-SETTLED STOCK WARRANTS

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of Warrants may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of Warrants. Capitalised terms used in these
master terms and conditions and not otherwise defined therein shall have the meaning given
to them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

()

(D)

(E)

The Warrants (which expression shall, unless the context otherwise requires,
include any further warrants issued pursuant to Condition 13) relating to the
Shares of the Company are issued in registered form subject to and with the
benefit of the Instrument made by Standard Chartered Bank (the “Issuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 10 from time to time. The Warrantholders (as
hereinafter defined) are entitled to the benefit of, are bound by and are deemed
to have notice of, all the provisions of the Instrument.

The settlement obligations of the Issuer in respect of the Warrants represent
general unsecured contractual obligations of the Issuer and of no other person
which rank, and will rank, equally among themselves and pari passu with all other
present and future unsecured and unsubordinated contractual obligations of the
Issuer, except for obligations accorded preference by mandatory provisions of
applicable law.

Warrants represent general contractual obligations of the Issuer, and are not, nor
is it the intention (expressed, implicit or otherwise) of the Issuer to create by the
issue of Warrants deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of Warrants may be effected only in Board Lots or integral multiples
thereof in the Central Clearing and Settlement System (“CCASS”) in accordance
with the General Rules of CCASS and the CCASS Operational Procedures in effect
from time to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the Warrants. The expression “Warrantholder”
shall be construed accordingly.

Trading in Warrants on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) shall be suspended prior to the Expiry Date in accordance with the
requirements of the Stock Exchange.
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(F) The term “Warrants” refers to the Warrants set out in the Supplemental Listing
Document, and may be “European style” or “American style”, as specified in the
Supplemental Listing Document.

Warrant Rights and Exercise Expenses

(A) Every Exercise Amount entitles the Warrantholder, upon compliance with
Condition 4, to payment of the Cash Settlement Amount (as defined in Condition
4(E)), if any, minus the determined Exercise Expenses (as defined in Condition 2(B)).
If the Cash Settlement Amount is equal to or less than the determined Exercise
Expenses, no amount is payable by the Issuer.

(B) The Warrantholder will be required to pay all charges which are incurred in respect
of the exercise of the Warrants (the “Exercise Expenses”). To effect such payment,
an amount equivalent to the Exercise Expenses will be deducted by the Issuer from
the Cash Settlement Amount in accordance with Condition 4(E).

Exercise Period

(A) The Warrants may be exercised by delivery of an Exercise Notice (as defined in
Condition 4) on any Business Day during the Exercise Period.

(i) Inthe case of an exercise of American style Warrants, the Exercise Period is the
period beginning at (and including) 10:00 a.m. (Hong Kong time) on the
Dealing Commencement Date (or, if later, the first day of dealing in the
Warrants on the Stock Exchange) ending at (and including) 10:00 a.m. (Hong
Kong time) on the Expiry Date subject to prior termination of the Warrants in
accordance with these Conditions.

(i) In the case of an exercise of European style Warrants, a reference to Exercise
Period shall mean 10:00 a.m. on the Expiry Date only.

(B) Any Warrant with respect to which an Exercise Date (as defined in Condition 4) has
not occurred during the Exercise Period, and in respect of which the Cash
Settlement Amount would be payable by the Issuer if exercised on the Expiry Date
shall be deemed automatically exercised on the Expiry Date (”Automatic
Exercise”), so that the Warrantholders shall not be required to serve an Exercise
Notice.

(C) Any Warrant with respect to which an Exercise Date has not occurred or which has
not been automatically exercised in accordance with Condition 3(B) shall expire
immediately at the conclusion of the Exercise Period without value thereafter and
all rights of the Warrantholder and obligations of the Issuer with respect to such
Warrant shall cease.

(D) In these Conditions, “Business Day” means a day (excluding Saturdays) on which
the Stock Exchange is open for dealings in Hong Kong and banks are open in Hong
Kong for business.

Exercise of Warrants

(A) Warrants may only be exercised in Board Lots or integral multiples thereof.
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(B)

(©

(D)

(E)

Subject to Condition 3(B),

(i) Inorderto exercise a Warrant, the Warrantholder shall deliver to the specified
office of the transfer agent (the “Transfer Agent”) a duly completed exercise
notice in accordance with the Instrument (an “Exercise Notice”), such delivery
to be made not later than 10:00 a.m. (Hong Kong time) on the Expiry Date.

(ii) The date upon which the Warrants are exercised (an “Exercise Date”, which
reference shall, in the case of Warrants that are deemed exercised, mean the
date on which such Warrants are deemed exercised) shall be the Business Day
on which an Exercise Notice is delivered to the Transfer Agent and in respect
of which there is a valid exercise of Warrants in accordance with the
requirements set out herein, provided that any Exercise Notice received by the
Transfer Agent after 10:00 a.m. (Hong Kong time) on any Business Day (other
than the Expiry Date) shall be deemed to have been delivered on the next
following Business Day.

Delivery of an Exercise Notice in accordance with Condition 4(B) shall constitute an
irrevocable election and undertaking by the Warrantholder specified in such
Exercise Notice to exercise the number of Warrants specified in such Exercise Notice
and an irrevocable authorisation (which is deemed to be given in the case of
Automatic Exercise) to the Issuer to debit any determined Exercise Expenses from
the Cash Settlement Amount and an undertaking to pay any Exercise Expenses not
deducted from the Cash Settlement Amount. Any Exercise Expenses which have not
been determined by the Issuer on the Exercise Date shall be notified as soon as
practicable after determination thereof by the Issuer to the Warrantholder and
shall be paid by the Warrantholder forthwith in immediately available funds no
later than 3 Business Days after the Warrantholder receives notice of any unpaid
Exercise Expenses.

Following the Expiry Date the Global Certificate will be cancelled.

Subject to a valid exercise of Warrants or an Automatic Exercise in accordance with
Condition 3(B), the Issuer will as soon as practicable and not later than three
Business Days following the Expiry Date or (in the case where the American style
Warrants are exercised before the Expiry Date) the Valuation Date (the
“Settlement Date"”) in accordance with these conditions procure payment of the
aggregate Cash Settlement Amounts minus the determined Exercise Expenses for
all Warrants exercised or deemed exercised, electronically through CCASS by
crediting the relevant bank account of the Warrantholder as appearing in the
register kept by or on behalf of the Issuer. If the Cash Settlement Amount is equal
to or less than the determined Exercise Expenses, no amount is payable.

Subject to adjustment as provided in Condition 6, “Cash Settlement Amount”
means:

In the case of a series of Call Warrants:

Entitlement x (Average Price - Strike Price) x One Board Lot
Number of Warrant(s) per Entitlement

"Cash Settlement Amount” per Board Lot =
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(F)

In the case of a series of Put Warrants:

Entitlement x (Strike Price — Average Price) x One Board Lot
Number of Warrant(s) per Entitlement

"Cash Settlement Amount” per Board Lot =

"Entitlement” means the number of Shares to which the Warrants relate, as
specified in the relevant Supplemental Listing Document.

“Average Price” shall be:

(i) the arithmetic mean of the Closing Prices for each Valuation Date, provided
that:

(ii) in the case of American style Warrants only, (a) if the American style Warrants
are exercised prior to 10:00 a.m. on an Exercise Date other than the Expiry
Date, the Average Price shall be deemed to be the Closing Price on the Exercise
Date or (b) if the American style Warrants are exercised after 10:00 a.m. on an
Exercise Date other than the Expiry Date, the Average Price shall be deemed
to be the Closing Price on the first succeeding Business Day following the
Exercise Date.

“Closing Price” means the closing price of one Share (as derived from the Daily
Quotation Sheet of the Stock Exchange, subject to any adjustments (as determined
by the Issuer in accordance with these Conditions) to such closing prices as may be
necessary to reflect any capitalisation, rights issue, distribution or the like) for the
relevant Valuation Date.

Any payment made pursuant to this Condition 4(E) shall be delivered at the risk
and expense of the Warrantholder to the Warrantholder, or such bank, broker or
agent in Hong Kong (if any) is recorded on the register.

If as a result of an event beyond the control of the Issuer (“Settlement Disruption
Event”), it is not possible for the Issuer to procure payment electronically through
CCASS by crediting the relevant bank account of the Warrantholder on the original
Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant bank account of the
Warrantholder as soon as reasonably practicable after the original Settlement
Date. The Issuer will not be liable to the Warrantholder for any interest in respect
of the amount due or any loss or damage that such Warrantholder may suffer as a
result of the existence of a Settlement Disruption Event.

If the Issuer determines, in its sole discretion, that on any Valuation Date a Market
Disruption Event has occurred, then that Valuation Date shall be postponed until
the first succeeding Business Day on which there is no Market Disruption Event
irrespective of whether that postponed Valuation Date would fall on a day that
already is or is deemed to be a Valuation Date, provided that (in the case of (i)
European style Warrants and (ii) American style Warrants exercised on the Expiry
Date) if the postponement of a Valuation Date as aforesaid would result in a
Valuation Date falling on or after the Expiry Date, then (a) the Day immediately
preceding the Expiry Date (the “Last Valuation Date"”) shall be deemed to be the
Valuation Date notwithstanding the Market Disruption Event; and (b) the Issuer
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(G)

shall determine the closing price of the Shares on the basis of its good faith
estimate of such price that would have prevailed on the Last Valuation Date but for
the Market Disruption Event.

“Market Disruption Event” means the occurrence or existence of any suspension
of, or limitation imposed on, trading on the Stock Exchange in the Shares or any
options or futures contracts relating to the Shares if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material. For the
avoidance of doubt, a Market Disruption Event shall include, but shall not be
limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event.

“Valuation Date” means, subject as provided above in relation to a Market
Disruption Event:

(i) each of the five Days immediately preceding the Expiry Date relating to such
exercise; or

(ii) in the case of American style Warrants only, (a) if the American style Warrants
are exercised prior to 10:00 a.m. on an Exercise Date other than the Expiry
Date, the Exercise Date or (b) if the American style Warrants are exercised
after 10:00 a.m. on an Exercise Date other than the Expiry Date, the first
succeeding Day following the Exercise Date.

In the event that a Market Disruption Event has occurred and a Valuation Date is
postponed in accordance with Condition 4(F), the closing price of the Shares on
that first succeeding Business Day will be referenced more than once in the
determination of the Cash Settlement Amount, so that in no event shall there be
less than 5 closing prices to determine the Average Price, provided that (in the case
of American style Warrants only) if the American style Warrants are exercised on an
Exercise Date other than the Expiry Date, the Average Price shall be deemed to be
one closing price in any event.

For the purposes of Condition 4(F), a “Day” shall mean a day (excluding Saturday)
on which the Stock Exchange and banks are usually open in Hong Kong for
business.

These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Issuer or its agent (including the Transfer Agent) or
nominee and the Warrantholder and neither the Issuer nor its agent (including the
Transfer Agent) or nominee shall owe any duty of a fiduciary nature to the
Warrantholder.
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The Issuer shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used
in any calculation made pursuant to these terms and conditions or in the
calculation of the Cash Settlement Amount arising from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 4(E) above.

5 Transfer Agent

(A) Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the Warrants is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the Warrants and will not assume
any obligation or duty to or any relationship or agency or trust for the
Warrantholder.

(B) The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
with a transfer office in Hong Kong for so long as the Warrants are listed on the
Stock Exchange. Notice of any such termination or appointment and any change in
the Transfer Agent will be given to the holder in accordance with Condition 10.

6  Adjustments

Adjustments may be made by the Issuer to the terms of the Warrants (including, but not
limited to, the Strike Price and the Entitlement) on the basis of the following provisions:

(A) (i) If and whenever the Company shall, by way of Rights (as defined below), offer
new Shares for subscription at a fixed subscription price to the holders of
existing Shares pro rata to existing holdings (a “Rights Offer”), the Strike Price
and the Entitlement shall be adjusted on the Business Day on which the
trading in the Shares of the Company becomes ex-entitlement in accordance
with the following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:

1
X
Adjustment Factor

Adjusted Strike Price =

Where:

1T+ M

Adjustment Factor: —_——
1+ (R/S)xM

E: Existing Entitlement immediately prior to the relevant event giving rise
to the adjustment
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(B)

(if)

(iii)

(i)

X:  Existing Strike Price immediately prior to the relevant event giving rise to
the adjustment

S:  Cum-Rights Share price, being the closing price of an existing Share, as
derived from the Daily Quotation Sheet of the Stock Exchange on the last
Business Day on which the Shares are traded on a cum-rights basis

R:  Subscription price per new Share specified in the Rights Offer plus an
amount equal to any dividends or other benefits foregone to exercise the
Right

M: Number of new Shares per existing Share (whether a whole or a fraction)
each holder of an existing Share is entitled to subscribe or have

For the purposes of these Conditions, “Rights” means the right(s) attached to
each existing Share or needed to acquire one new Share (as the case may be)
which are given to a holder of existing Shares to subscribe at a fixed
subscription price for new Shares pursuant to the Rights Offer (whether by the
exercise of one Right, a part of a Right or an aggregate number of Rights).

The Adjusted Strike Price (which shall be rounded to the nearest Hong Kong
dollar 0.001) shall take effect on the same day that the Entitlement is
adjusted.

For the purposes of Conditions 6(A) and 6(B), the Issuer may determine that no
adjustment will be made if the adjustment to the Entitlement is less than one
per cent. of the Entitlement immediately prior to the adjustment, all as
determined by the Issuer.

If and whenever the Company shall make an issue of Shares credited as fully
paid to holders of Shares generally by way of capitalisation of profits or
reserves (other than pursuant to a scrip dividend or similar scheme for the
time being operated by the Company or otherwise in lieu of a cash dividend)
(and without any payment or other consideration being made or given by such
holders) (a “Bonus Issue”), the Entitlement and the Strike Price will be
adjusted, subject to Condition 6(A)(iii), on the Business Day on which the
trading in the Shares of the Company becomes ex-entitlement in accordance
with the following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Strike Price =
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(o)

(D)

Where:

Adjustment Factor: 1+ M

E: Existing Entitlement immediately prior to the Bonus Issue
X:  Existing Strike Price immediately prior to the Bonus Issue

M: Number of new Shares (whether a whole or a fraction) each holder of an
existing Share is entitled to have.

(ii) The Adjusted Strike Price (which shall be rounded to the nearest Hong Kong
dollar 0.001) shall take effect on the same day that the Entitlement is
adjusted.

If and whenever the Company shall subdivide its outstanding share capital into a
greater number of shares or consolidate its outstanding share capital into a smaller
number of shares, the Entitlement shall be increased and the Strike Price shall be
decreased (in the case of a subdivision) or the Entitlement shall be decreased and
the Strike Price shall be increased (in the case of a consolidation) accordingly, in
each case on the day on which the relevant subdivision or consolidation shall have
taken effect. The adjusted Strike Price shall be rounded to the nearest Hong Kong
dollar 0.001.

If it is announced that the Company is to or may merge or consolidate with or into
any other corporation (including becoming, by agreement or otherwise, a
subsidiary of or controlled by any person or corporation) (except where the
Company is the surviving corporation in a merger) or that it is to or may sell or
transfer all or substantially all of its assets, the rights attaching to the Warrants
may in the absolute discretion of the Issuer be amended no later than the Business
Day preceding the consummation of such merger, consolidation, sale or transfer
(each a “Restructuring Event”) (as determined by the Issuer in its absolute
discretion).

The rights attaching to the Warrants after the adjustment shall, after such
Restructuring Event, relate to the number of shares of the corporation(s) resulting
from or surviving such Restructuring Event or other securities (the “Substituted
Securities”) and/or cash offered in substitution for the affected Shares, as the case
may be, to which the holder of such number of Shares to which the Warrants
related immediately before such Restructuring Event would have been entitled
upon such Restructuring Event. Thereafter the provisions hereof shall apply to such
Substituted Securities, provided that any Substituted Securities may, in the
absolute discretion of the Issuer, be deemed to be replaced by an amount in the
relevant currency equal to the market value or, if no market value is available, fair
value, of such Substituted Securities in each case as determined by the Issuer as
soon as practicable after such Restructuring Event is effected.

For the avoidance of doubt, any remaining Shares shall not be affected by this
paragraph (D) and, where cash is offered in substitution for Shares or is deemed to
replace Substituted Securities as described above, references in these Conditions to
the Shares shall include any such cash.
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(E)

Generally, no adjustment will be made for an ordinary cash dividend (whether or
not it is offered with a script alternative). For any other forms of cash distribution
(each a "Cash Distribution”) announced by the Company, such as a cash bonus,
special dividend or extraordinary dividend, no adjustment will be made unless the
value of the Cash Distribution accounts for 2 per cent. or more of the Share's
closing price on the day of announcement by the Company. However, the Issuer
reserves the right, at its sole discretion and without any obligation whatsoever, to
make such adjustments which shall take effect as of such date as it reasonably
believes are appropriate in circumstances where an event or events occur which the
Issuer believes (in its sole discretion and notwithstanding any adjustment
previously made by the Issuer) should, in the context of the issue of Warrants and
its obligations hereunder, give rise to such adjustment, provided that such
adjustment is considered by the Issuer to be beneficial to the Warrantholder
generally (without considering the individual circumstances of any Warrantholder
or the tax or other consequences of such adjustment in any particular jurisdiction)
or is required to take account of provisions of Hong Kong law or Stock Exchange
practice.

If and whenever the Company shall make a Cash Distribution credited as fully paid
to the holders of Shares generally, the Strike Price and the Entitlement shall be
adjusted to take effect on the Business Day on which trading in the Shares becomes
ex-entitlement (each a “Dividend Adjustment Date”) in accordance with the
following formulae:

The Entitlement will be adjusted to:

Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

Adjusted Strike Price 1
(which shall be rounded to the = : x X
nearest Hong Kong dollar 0.001) Adjustment Factor

Where:

S-0D
S-0OD-CD

Adjustment Factor:
E: Existing Entitlement immediately prior to the relevant Cash Distribution

X:  Existing Strike Price immediately prior to the relevant Cash Distribution

S:  The closing price of a Share, as derived from the Daily Quotation Sheet of the
Stock Exchange on the Business Day immediately prior to the Dividend
Adjustment Date

OD: Amount of ordinary cash dividend per Share (applicable only if the date on
which trading in the Shares becomes ex-entitlement in respect of the ordinary
cash dividend is the same as the Dividend Adjustment Date)
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(F)

CD: Amount of the relevant Cash Distribution per Share

The Issuer shall determine any adjustment or amendment and its determination
shall be conclusive and binding on the Warrantholder save in the case of manifest
error. Notice of any adjustments or amendments shall be given to the
Warrantholder in accordance with Condition 10 as soon as practicable after the
determination thereof.

7 Purchase by the Issuer

The Issuer and any of its affiliates may purchase Warrants at any time on or after the
date of their issue and any Warrants which are so purchased may be surrendered for
cancellation or offered from time to time in one or more transactions in the over-the-counter
market or otherwise at prevailing market prices or in negotiated transactions, at the
discretion of the Issuer or any such affiliate, as the case may be.

8 Global Certificate

A global certificate (the “Global Certificate”) representing the Warrants will be
deposited within CCASS and registered in the name of HKSCC Nominees Limited (or its
successors). The Global Certificate will not be exchangeable for definitive certificates.

9 Meeting of Warrantholder; Modification

(A) Meetings of Warrantholder. Notices for convening meetings to consider any matter

affecting the Warrantholder’s interests will be given to the Warrantholder in
accordance with the provisions of Condition 10.

Every question submitted to a meeting of the Warrantholder shall be decided by
poll. A meeting may be convened by the Issuer or by the Warrantholder holding
not less than 10 per cent. of the Warrants for the time being remaining
unexercised. The quorum at any such meeting for passing an Extraordinary
Resolution will be two or more persons (including any nominee appointed by the
Warrantholder) holding or representing not less than 25 per cent. of the Warrants
for the time being remaining unexercised, or at any adjourned meeting two or
more persons (including any nominee appointed by the Warrantholder) being or
representing Warrantholder whatever the number of Warrants so held or
represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such
Warrantholder as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Warrantholder shall be
binding on all the holders of the Warrants, whether or not they are present at the
meeting, save, in the case of Warrants which are expressed to be American Style,
for those Warrants remaining unexercised but for which an Exercise Notice shall
have been submitted prior to the date of the meeting.
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In the case of Warrants which are expressed to be American Style, Warrants which
have not been exercised but in respect of which an Exercise Notice has been
submitted will not confer the right to attend or vote at, or join in convening, or be
counted in quorum for, any meeting of the Warrantholders.

Resolutions can be passed in writing without a meeting of the Warrantholder
being held if passed unanimously.

(B) Modification. The Issuer may, without the consent of the Warrantholder, effect any
modification of the provisions of the Warrants or the Instrument which is (i) not
materially prejudicial to the interests of the Warrantholder or (ii) of a formal,
minor or technical nature, (iii) made to correct an obvious error or (iv) necessary in
order to comply with mandatory provisions of the laws or regulations of Hong
Kong (as defined below) or such other jurisdiction where the Shares are listed or
the issuer of the Shares is incorporated or (v) considered by the Issuer to be
appropriate and such modification is approved by the Stock Exchange. Any such
modification shall be binding on the Warrantholder and shall be notified to them
by the Issuer as soon as practicable thereafter in accordance with Condition 10.

10 Notices

All notices in English and Chinese to the Warrantholder will be validly given if published
on the HKEX website. In such circumstances, the Issuer shall not be required to dispatch
copies of the notice to the Warrantholders.

11 Liquidation

In the event of a liquidation or dissolution or winding up of the Company or the
appointment of a receiver or administrator or analogous person under applicable law in
respect of the whole or substantially the whole of the undertaking, property or assets of the
Company, all unexercised Warrants will lapse and shall cease to be valid for any purpose, in
the case of a voluntary liquidation, on the effective date of the resolution and, in the case
of an involuntary liquidation or dissolution, on the date of the relevant court order or, in the
case of the appointment of a liquidator or receiver or administrator or analogous person
under applicable law in respect of the whole or substantially the whole of the undertaking,
property or assets, on the date when such appointment is effective but subject (in any such
case) to any contrary mandatory requirement of law. The Issuer shall pay a sum equal to its
good faith estimate (determined at the Issuer’s sole discretion) of the value of the Warrants
to the Warrantholder.

12 Delisting of Company

(A) If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall
give effect to these Conditions in such manner and make such adjustments to the
rights attaching to the Warrants as it shall, in its absolute discretion, consider
appropriate to ensure, so far as it is reasonably able to do so, that the interests of
the Warrantholder generally are not materially prejudiced as a consequence of
such delisting (without considering the individual circumstances of the
Warrantholder or the tax or other consequences that may result in any particular
jurisdiction).
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(B) Without prejudice to the generality of Condition 12(A), where the Shares are or,
upon the delisting, become, listed on any other stock exchange, these Conditions
may, in the absolute discretion of the Issuer, be amended to the extent necessary
to allow for the substitution of that other stock exchange in place of the Stock
Exchange and the Issuer may, without the consent of the Warrantholder, make such
adjustments to the entitlements of the Warrantholder on exercise (including, if
appropriate, by converting foreign currency amounts at prevailing market rates
into Hong Kong dollars) as it shall consider appropriate in the circumstances.

(CQ) Any adjustment, amendment or determination made by the Issuer pursuant to this
Condition 12 shall be conclusive and binding on the Warrantholder save in the case
of manifest error. Notice of any adjustments or amendments shall be given to the
Warrantholder in accordance with Condition 10 as soon as practicable after they
are determined.

13 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the
Warrantholder, to create and issue further warrants, upon such terms as to issue price,
commencement of the exercise period and otherwise as the Issuer may determine so as to
form a single series with the Warrants.

14 Early Termination for lllegality

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the Warrants has become illegal in whole or in part for any reason, or if
the Issuer determines that, for reasons beyond its control, it is no longer legal for it to
maintain its hedging arrangements with respect to the Warrants (i) due to the adoption of
or any change in any applicable law or regulation, or (ii) due to the promulgation of or any
change in the interpretation of any applicable law or regulation, the Issuer may at its
discretion and without obligation terminate the Warrants early by giving notice to the
Warrantholders in accordance with Condition 10.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

If the Issuer terminates the Warrants early, then the Issuer will, if and to the extent
permitted by any applicable law, pay an amount to each Warrantholder in respect of each
Warrant held by such holder equal to the fair market value of a Warrant notwithstanding
such illegality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Warrantholders in accordance with
Condition 10.

15 Governing Law

The Warrant and the Instrument will be governed by and construed in accordance with
the laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Warrantholder (by its acquisition of the Warrants) shall
be deemed to have submitted for all purposes in connection with the Warrants and the
Instrument to the non-exclusive jurisdiction of the courts of Hong Kong.
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16 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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TERMS AND CONDITIONS OF THE INDEX WARRANTS

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of Warrants may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of Warrants. Capitalised terms used in these
master terms and conditions and not otherwise defined therein shall have the meaning given
to them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

(o)

(D)

(E)

(F)

The Warrants (which expression shall, unless the context otherwise requires,
include any further warrants issued pursuant to Condition 11) relating to the Index
as published by the Index Sponsor are issued in registered form subject to and with
the benefit of the Instrument made by Standard Chartered Bank (the “Issuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 10 from time to time. The Warrantholders (as
hereinafter defined) are entitled to the benefit of, are bound by and are deemed
to have notice of, all the provisions of the Instrument.

The settlement obligations of the Issuer in respect of the Warrants represent
general unsecured contractual obligations of the Issuer and of no other person
which rank, and will rank, equally among themselves and pari passu with all other
present and future unsecured and unsubordinated contractual obligations of the
Issuer, except for obligations accorded preference by mandatory provisions of
applicable law.

Warrants represent general contractual obligations of the Issuer, and are not, nor
is it the intention (expressed, implicit or otherwise) of the Issuer to create by the
issue of Warrants deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of Warrants may be effected only in Board Lots or integral multiples
thereof in the Central Clearing and Settlement System (“CCASS”) in accordance
with the General Rules of CCASS and the CCASS Operational Procedures in effect
from time to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the Warrants. The expression “Warrantholder”
shall be construed accordingly.

Trading in Warrants on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) shall be suspended prior to the Expiry Date in accordance with the
requirements of the Stock Exchange.

The term “Warrants” refers to the Warrants set out in the Supplemental Listing

Document, and may be “European style” or “American style”, as specified in the
Supplemental Listing Document.
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Warrant Rights and Exercise Expenses

(A) Every Exercise Amount entitles the Warrantholder, upon compliance with
Condition 4, to payment of the Cash Settlement Amount (as defined in Condition
4(E)), if any, minus the determined Exercise Expenses (as defined in Condition 2(B)).
If the Cash Settlement Amount is equal to or less than the determined Exercise
Expenses, no amount is payable by the Issuer.

(B) The Warrantholder will be required to pay all charges which are incurred in respect
of the exercise of the Warrants (the “Exercise Expenses”). To effect such payments,
an amount equivalent to the Exercise Expenses will be deducted by the Issuer from
the Cash Settlement Amount in accordance with Condition 4(E).

Exercise Period

(A) The Warrants may be exercised by delivery of an Exercise Notice (as defined in
Condition 4) on any Business Day during the Exercise Period.

(i) Inthe case of an exercise of American style Warrants, the Exercise Period is the
period beginning at (and including) 10:00 a.m. (Hong Kong time) on the
Dealing Commencement Date (or, if later, the first day of dealing in the
Warrants on the Stock Exchange) ending at (and including) 10:00 a.m. (Hong
Kong time) on the Expiry Date subject to prior termination of the Warrants in
accordance with these Conditions.

(i) In the case of an exercise of European style Warrants, a reference to Exercise
Period shall mean 10:00 a.m. on the Expiry Date only.

(B) Any Warrant with respect to which an Exercise Date (as defined in Condition 4) has
not occurred during the Exercise Period, and in respect of which the Cash
Settlement Amount would be payable by the Issuer if exercised on the Expiry Date
shall be deemed automatically exercised on the Expiry Date (“Automatic
Exercise”), so that the Warrantholders shall not be required to serve an Exercise
Notice.

(C) Any Warrant with respect to which an Exercise Date has not occurred or which has
not been automatically exercised in accordance with Condition 3(B) shall expire
immediately at the conclusion of the Exercise Period without value thereafter and
all rights of the Warrantholder and obligations of the Issuer with respect to such
Warrant shall cease.

(D) In these Conditions, “Business Day” means a day (excluding Saturdays) on which
the Stock Exchange is open for dealings in Hong Kong and banks are open for
business in Hong Kong.

Exercise of Warrants

(A) Warrants may only be exercised in Board Lots or integral multiples thereof.

(B) Subject to Condition 3(B),

(i) Inorderto exercise a Warrant, the Warrantholder shall deliver to the specified
office of the transfer agent (the “Transfer Agent”) a duly completed exercise
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(0

(D)

(E)

notice in accordance with the Instrument (an “Exercise Notice”), such delivery
to be made not later than 10:00 a.m. (Hong Kong time) on the Expiry Date.

(ii) The date upon which the Warrants are exercised (an “Exercise Date”, which
reference shall, in the case of Warrants that are deemed exercised mean the
date on which such Warrants are deemed exercised) shall be the Business Day
on which an Exercise Notice is delivered to the Transfer Agent and in respect
of which there is a valid exercise of Warrants in accordance with the
requirements set out herein, provided that any Exercise Notice received by the
Transfer Agent after 10:00 a.m. (Hong Kong time) on any Business Day (other
than the Expiry Date) shall be deemed to have been delivered on the next
following Business Day.

Delivery of an Exercise Notice in accordance with Condition 4(B) shall constitute an
irrevocable election and undertaking by the Warrantholder specified in such
Exercise Notice to exercise the number of Warrants specified in such Exercise Notice
and an irrevocable authorisation (which is deemed to be given in the case of
Automatic Exercise) to the Issuer to debit any determined Exercise Expenses from
the Cash Settlement Amount and an undertaking to pay any Exercise Expenses not
deducted from the Cash Settlement Amount. Any Exercise Expenses which have not
been determined by the Issuer on the Exercise Date shall be notified as soon as
practicable after determination thereof by the Issuer to the Warrantholder and
shall be paid by the Warrantholder forthwith in immediately available funds no
later than 3 Business Days after the Warrantholder receives notice of any unpaid
Exercise Expenses.

Following the Expiry Date the Global Certificate will be cancelled.

Subject to a valid exercise of Warrants or an Automatic Exercise in accordance with
Condition 3(B), the Issuer will as soon as practicable and not later than three
Business Days following the Exercise Date or (in the case of Automatic Exercise) the
Expiry Date (the “Settlement Date”) in accordance with these Conditions procure
payment of the aggregate Cash Settlement Amounts minus the determined
Exercise Expenses for all Warrants exercised or deemed exercised, electronically
through CCASS by crediting the relevant bank account of the Warrantholder as
appearing in the register kept by or on behalf of the Issuer. If the Cash Settlement
Amount is equal to or less than the determined Exercise Expenses, no amount is
payable.

Subject to adjustment as provided in Condition 6, “Cash Settlement Amount”
means:

In respect of Index Call Warrants:

“Cash Settlement Amount” means for every Exercise Amount, an amount
calculated by the Issuer equal to the excess of the Closing Level on the Valuation
Date over the Strike Level, multiplied by the Index Currency Amount, either (i)
converted (if applicable) into the Settlement Currency at the Exchange Rate or, as
the case may be, (ii) converted into the Interim Currency at the First Exchange Rate
and then (if applicable) converted into the Settlement Currency at the Second
Exchange Rate.

-51 -



(F)

In respect of Index Put Warrants:

“Cash Settlement Amount” means for every Exercise Amount, an amount
calculated by the Issuer equal to the excess of the Strike Level over the Closing
Level on the Valuation Date, multiplied by the Index Currency Amount, either (i)
converted (if applicable) into the Settlement Currency at the Exchange Rate or, as
the case may be, (ii) converted into the Interim Currency at the First Exchange Rate
and then (if applicable) converted into Settlement Currency at the Second
Exchange Rate.

Any payment made pursuant to this Condition 4(E) shall be delivered at the risk
and expense of the Warrantholder to the Warrantholder, or such bank, broker or
other agent in Hong Kong (if any) as is recorded on the register.

If as a result of an event beyond the control of the Issuer (“Settlement Disruption
Event”), it is not possible for the Issuer to procure payment electronically through
CCASS by crediting the relevant bank account of the Warrantholder on the original
Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant bank account of the
Warrantholder as soon as reasonably practicable after the original Settlement
Date. The Issuer will not be liable to the Warrantholder for any interest in respect
of the amount due or any loss or damage that such Warrantholder may suffer as a
result of the existence of a Settlement Disruption Event.

If the Issuer determines, in its sole discretion, that on the Valuation Date a Market
Disruption Event has occurred, then the Issuer shall determine the Closing Level on
the basis of its good faith estimate of the Closing Level that would have prevailed
on the Valuation Date but for the Market Disruption Event, provided that the
Issuer may, but shall not be obliged to, determine such Closing Level by having
regard to the manner in which futures contracts relating to the Index are
calculated.

“Index Business Day” means a day on which the Index is published by the Index
Sponsor or, as the case may be, the Successor Index Sponsor.

“Market Disruption Event” means the occurrence or existence, on the Valuation
Date, of any of:

(i) the suspension or material limitation of the trading of a material number of
securities that comprise the Index; or

(ii)) the suspension or material limitation of the trading of securities (a) on the
Stock Exchange or (b) generally; or

(iii) the suspension or material limitation of the trading of (a) options or futures
relating to the Index or (b) options or futures generally on any options and/or
future exchanges on which options relating to the Index are traded; or

(iv) the imposition of any exchange controls in respect of any currencies involved
in determining the Cash Settlement Amount.
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(G)

For the avoidance of doubt, a Market Disruption Event shall include, but shall not
be limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event.

For the purposes of this definition, (i) the limitation on the number of hours or days
of trading will not constitute a Market Disruption Event if it results from an
announced change in the regular business hours of any exchange, and (ii) a
l[imitation on trading imposed by reason of the movements in price exceeding the
levels permitted by any relevant exchange will constitute a Market Disruption
Event.

“Valuation Date” means the date specified as such in the Supplemental Listing
Document.

These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Issuer or its agent (including the Transfer Agent) or
nominee and the Warrantholder and neither the Issuer nor its agent (including the
Transfer Agent) or nominee shall owe any duty of a fiduciary nature to the
Warrantholder.

The Issuer shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used
in any calculation made pursuant to these terms and conditions or in the
calculation of the Cash Settlement Amount arising from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 4(E) above.

5 Transfer Agent

(A)

(B)

Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the Warrants is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the Warrants and will not assume
any obligation or duty to or any relationship or agency or trust for the
Warrantholder.

The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
with a transfer office in Hong Kong for so long as the Warrants are listed on the
Stock Exchange. Notice of any such termination or appointment and any change in
the Transfer Agent will be given to the holder in accordance with Condition 10.
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6

7

Adjustments

(A)

(B)

(@

(D)

If the Index is (i) not calculated and announced by the Index Sponsor but is
calculated and published by a successor to the Index Sponsor (the “Successor Index
Sponsor”) acceptable to the Issuer or (ii) replaced by a successor index using, in the
determination of the Issuer, the same or a substantially similar formula for and
method of calculation as used in the calculation of the Index, then the Index will
be deemed to be the index so calculated and announced by the Successor Index
Sponsor or that successor index, as the case may be.

If (i) on or prior to the Valuation Date the Index Sponsor or (if applicable) the
Successor Index Sponsor makes a material change in the formula for or the method
of calculating the Index or in any other way materially modifies the Index (other
than a modification prescribed in that formula or method to maintain the Index in
the event of changes in constituent stock, contracts or commodities and other
routine events), or (ii) on the Valuation Date the Index Sponsor or (if applicable)
the Successor Index Sponsor fails to calculate and publish the Index, then the Issuer
shall determine the Closing Level using, in lieu of a published level for the Index,
the level for the Index as at the Valuation Date as determined by the Issuer in
accordance with the formula for and method of calculating the Index last in effect
prior to the change or failure, but using only those securitiess/commodities that
comprised the Index immediately prior to that change or failure (other than those
securities that have since ceased to be listed on the relevant exchange).

Adjustments will not be made in any other circumstances including, without
limitation, the payment of a cash or scrip dividend by any of the issuers of the
securities constituting the Index. However, the Issuer reserves the right, at its sole
discretion and without any obligation whatsoever, to make such adjustments which
shall take effect as of such date as it reasonably believes are appropriate in
circumstances where an event or events occur which the Issuer believes (in its sole
discretion and notwithstanding any adjustment previously made by the Issuer)
should, in the context of the issue of the Warrants and its obligations hereunder,
give rise to such adjustment, provided that such adjustment is considered by the
Issuer to be beneficial to the Warrantholders generally (without considering the
individual circumstances of any Warrantholder or the tax or other consequences of
such adjustment in any particular jurisdiction) or is required to take account of
provisions of Hong Kong law or Stock Exchange practice or is approved by the Stock
Exchange.

All determinations made by the Issuer pursuant hereto will be conclusive and
binding on the Warrantholders. The Issuer will give, or procure that there is given,
notice as soon as practicable of any determinations by publication in accordance
with Condition 10.

Purchase by the Issuer

The Issuer and any of its affiliates may purchase Warrants at any time on or after the

date of their issue and any Warrants which are so purchased may be surrendered for
cancellation or offered from time to time in one or more transactions in the over-the-counter
market or otherwise at prevailing market prices or in negotiated transactions, at the

8

discretion of the Issuer or any such affiliate, as the case may be.

Global Certificate

A global certificate (the “Global Certificate”) representing the Warrants will be
deposited within CCASS and registered in the name of HKSCC Nominees Limited (or its
successors). The Global Certificate will not be exchangeable for definitive certificates.
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9

Meeting of Warrantholder; Modification

(A) Meetings of Warrantholder. Notices for convening meetings to consider any matter

(B)

affecting the Warrantholder’s interests will be given to the Warrantholder in
accordance with the provisions of Condition 10.

Every question submitted to a meeting of the Warrantholder shall be decided by
poll. A meeting may be convened by the Issuer or by the Warrantholder holding
not less than 10 per cent. of the Warrants for the time being remaining
unexercised. The quorum at any such meeting for passing an Extraordinary
Resolution will be two or more persons (including any nominee appointed by the
Warrantholder) holding or representing not less than 25 per cent. of the Warrants
for the time being remaining unexercised, or at any adjourned meeting two or
more persons (including any nominee appointed by the Warrantholder) being or
representing Warrantholder whatever the number of Warrants so held or
represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such
Warrantholder as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Warrantholder shall be
binding on all the holders of the Warrants, whether or not they are present at the
meeting, save, in the case of Warrants which are expressed to be American Style,
for those Warrants remaining unexercised but for which an Exercise Notice shall
have been submitted prior to the date of the meeting.

In the case of Warrants which are expressed to be American Style, Warrants which
have not been exercised but in respect of which an Exercise Notice has been
submitted will not confer the right to attend or vote at, or join in convening, or be
counted in quorum for, any meeting of the Warrantholders.

Resolutions can be passed in writing without a meeting of the Warrantholder
being held if passed unanimously.

Modification. The Issuer may, without the consent of the Warrantholder, effect any
modification of the provisions of the Warrants or the Instrument which is (i) not
materially prejudicial to the interests of the Warrantholder or (ii) of a formal,
minor or technical nature, (iii) made to correct an obvious error or (iv) necessary in
order to comply with mandatory provisions of the laws or regulations of Hong
Kong (as defined below) or such other jurisdiction where any securities included in
the Index are listed, or the issuer(s) of any securities included in the Index is/are
incorporated or (v) considered by the Issuer to be appropriate and such
modification is approved by the Stock Exchange. Any such modification shall be
binding on the Warrantholder and shall be notified to them by the Issuer as soon
as practicable thereafter in accordance with Condition 10.

10 Notices

All notices in English and Chinese to the Warrantholder will be validly given if published
on the HKEX website. In such circumstances, the Issuer shall not be required to dispatch
copies of the notice to the Warrantholders.
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11 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the
Warrantholder, to create and issue further warrants, upon such terms as to issue price,
commencement of the exercise period and otherwise as the Issuer may determine so as to
form a single series with the Warrants.

12 Early Termination for lllegality

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the Warrants has become illegal in whole or in part for any reason, or if
the Issuer determines that, for reasons beyond its control, it is no longer legal for it to
maintain its hedging arrangements with respect to the Warrants (i) due to the adoption of
or any change in any applicable law or regulation, or (ii) due to the promulgation of or any
change in the interpretation of any applicable law or regulation, the Issuer may at its
discretion and without obligation terminate the Warrants early by giving notice to the
Warrantholders in accordance with Condition 10.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

If the Issuer terminates the Warrants early, then the Issuer will, if and to the extent
permitted by any applicable law, pay an amount to each Warrantholder in respect of each
Warrant held by such holder equal to the fair market value of a Warrant notwithstanding
such illegality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Warrantholders in accordance with
Condition 10.

13 Governing Law

The Warrants and the Instrument will be governed by and construed in accordance with
the laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Warrantholder (by its acquisition of the Warrants) shall
be deemed to have submitted for all purposes in connection with the Warrants and the
Instrument to the non-exclusive jurisdiction of the courts of Hong Kong.

14 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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TERMS AND CONDITIONS OF THE CASH-SETTLED BARRIER WARRANTS

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of Warrants may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of Warrants. Capitalised terms used in these
master terms and conditions and not otherwise defined therein shall have the meaning given
to them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

(o)

(D)

(E)

(F)

The Warrants (which expression shall, unless the context otherwise requires,
include any further warrants issued pursuant to Condition 13) relating to the
Shares of the Company are issued in registered form subject to and with the
benefit of the Instrument made by Standard Chartered Bank (the “Issuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 10 from time to time. The Warrantholders (as
hereinafter defined) are entitled to the benefit of, are bound by and are deemed
to have notice of, all the provisions of the Instrument.

The settlement obligation of the Issuer in respect of the Warrants represent
general unsecured contractual obligations of the Issuer and of no other person
which rank, and will rank, equally among themselves and pari passu with all other
present and future unsecured and unsubordinated contractual obligations of the
Issuer, except for obligations accorded preference by mandatory provisions of
applicable law.

Warrants represent general contractual obligations of the Issuer, and are not, nor
is it the intention (expressed, implicit or otherwise) of the Issuer to create by the
issue of Warrants deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of Warrants may be effected only in Board Lots or integral multiples
thereof in the Central Clearing and Settlement System (“CCASS”) in accordance
with the General Rules of CCASS and the CCASS Operational Procedures in effect
from time to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the Warrants. The expression “Warrantholder”
shall be construed accordingly.

Trading in Warrants on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) shall be suspended prior to the Expiry Date in accordance with the
requirements of the Stock Exchange.

The term “Warrants” refers to the Warrants set out in the Supplemental Listing

Document, and may be “European style” or “American style”, as specified in the
Supplemental Listing Document.

-57—



2

Warrant Rights and Exercise Expenses

(A) Every Exercise Amount entitles the Warrantholder, upon compliance with

(B)

(o)

Condition 4, to payment of the Cash Settlement Amount (as defined in Condition
4(E)), if any, minus the determined Exercise Expenses (as defined in Condition 2(B)),
provided that the Cash Settlement Amount (if any) is only payable if no Knock-out
Event occurs during the Barrier Period.

"Knock-out Event” means:

(i) in respect of a series of Barrier Call Warrants, the closing price of the Shares
(as derived from the Daily Quotation Sheet of the Stock Exchange, subject to
any adjustments (as determined by the Issuer in accordance with these
Conditions) to such closing price as may be necessary to reflect any
capitalisation, rights issue, distribution or the like) on any day during the
Barrier Period is equal to, or greater than, the Barrier Strike Price (subject to
adjustments as provided in Condition 6); and

(i) inrespect of a series of Barrier Put Warrants, the closing price of the Shares (as
derived from the Daily Quotation Sheet of the Stock Exchange, subject to any
adjustments (as determined by the Issuer in accordance with these Conditions)
to such closing price as may be necessary to reflect any capitalisation, rights
issue, distribution or the like) on any day during the Barrier Period is equal to,
or less than, the Barrier Strike Price (subject to adjustments as provided in
Condition 6).

For the avoidance of doubt, if a Market Disruption Event occurs on any day during
the Barrier Period no adjustment or modification will be made to the Barrier Period
or the closing price of the Shares and the day on which a Market Disruption Event
has occurred will be ignored for the purposes of determining whether a Knock-out
Event occurs during the Barrier Period;

“Barrier Period” has the meaning ascribed to it in the relevant Supplemental
Listing Document.

If the Cash Settlement Amount is equal to or less than the determined Exercise
Expenses, no amount is payable by the Issuer.

The Warrantholder will be required to pay all charges which are incurred in respect
of the exercise of the Warrants (the “Exercise Expenses”). To effect such payment,
an amount equivalent to the Exercise Expenses will be deducted by the Issuer from
the Cash Settlement Amount in accordance with Condition 4(E).

Rebate. The Issuer shall pay the Rebate (net of any taxation and other
withholdings) to each Warrantholder shown in the register kept by the Issuer on
the Record Date if a Knock-out Event occurs. The Issuer will notify the
Warrantholder of the occurrence of the Knock-out Event on the day on which a
Knock-out Event has occurred in accordance with the provisions of Condition 10.
Trading in the Warrants will cease at the close of business on the day on which a
Knock-out Event has occurred. The Warrants will expire worthless immediately
upon the payment of the Rebate and all rights of the Warrantholders and
obligations of the Issuer with respect to such Warrants shall cease.
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For the purpose of this Condition 2(C), “Record Date” means the date and time as
determined by the Issuer by which a Warrantholder must be registered on the
register kept by the Issuer in order to be entitled to the Rebate. As at the Record
Date, the Issuer shall have the sole and absolute discretion to determine the
identity of the Warrantholders. Such determination is final and conclusive. No
person who becomes registered on the register at any time following the Record
Date is entitled to receive the Rebate.

The Rebate to which the Warrantholder is entitled shall be paid by no later than
five Business Days following the day on which the Knock-out Event first occurs
during the Barrier Period (the “Rebate Payment Date”). The Rebate will be
credited in accordance with the CCASS Rules, to the relevant bank account
designated by the Warrantholder as appearing in the register kept by or on behalf
of the Issuer. The provisions in respect of “Settlement Disruption Event” set out in
Condition 4(F) apply to payment of the Rebate. Any payment made pursuant to this
Condition 2(C) shall be delivered at the risk and expense of the Warrantholder to
the Warrantholder, or such bank, broker or agent in Hong Kong (if any) is recorded
on the register.

“Rebate” has the meaning ascribed to it in the relevant Supplemental Listing
Document.

3 Exercise Period

(A) The Warrants may be exercised by delivery of an Exercise Notice (as defined in

(B)

Condition 4) on any Business Day during the Exercise Period.

(i) Inthe case of an exercise of American style Warrants, the Exercise Period is the
period beginning at (and including) 10:00 a.m. (Hong Kong time) on the
Dealing Commencement Date (or, if later, the first day of dealing in the
Warrants on the Stock Exchange) ending at (and including) 10:00 a.m. (Hong
Kong time) on the Expiry Date subject to prior termination of the Warrants in
accordance with these Conditions.

(i) In the case of an exercise of European style Warrants, a reference to Exercise
Period shall mean 10:00 a.m. on the Expiry Date only.

Any Warrant with respect to which an Exercise Date (as defined in Condition 4) has
not occurred during the Exercise Period, and in respect of which the Cash
Settlement Amount would be payable by the Issuer if exercised on the Expiry Date
shall be deemed automatically exercised on the Expiry Date (”Automatic
Exercise”), so that the Warrantholders shall not be required to serve an Exercise
Notice.
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(C) Any Warrant with respect to which an Exercise Date has not occurred or which has
not been automatically exercised in accordance with Condition 3(B) shall expire
immediately at the conclusion of the Exercise Period without value thereafter and
all rights of the Warrantholder and obligations of the Issuer with respect to such
Warrant shall cease.

(D) In these Conditions, “Business Day” means a day (excluding Saturdays) on which
the Stock Exchange is open for dealings in Hong Kong and banks are open in Hong
Kong for business.

Exercise of Warrants

(A) Warrants may only be exercised in Board Lots or integral multiples thereof.

(B) Subject to Condition 3(B),

(i) Inorderto exercise a Warrant, the Warrantholder shall deliver to the specified
office of the transfer agent (the “Transfer Agent”) a duly completed exercise
notice in accordance with the Instrument (an “Exercise Notice”), such delivery
to be made not later than 10:00 a.m. (Hong Kong time) on the Expiry Date.

(ii) The date upon which the Warrants are exercised (an “Exercise Date”, which
reference shall, in the case of Warrants that are deemed exercised, mean the
date on which such Warrants are deemed exercised) shall be the Business Day
on which an Exercise Notice is delivered to the Transfer Agent and in respect
of which there is a valid exercise of Warrants in accordance with the
requirements set out herein, provided that any Exercise Notice received by the
Transfer Agent after 10:00 a.m. (Hong Kong time) on any Business Day (other
than the Expiry Date) shall be deemed to have been delivered on the next
following Business Day.

(C) Delivery of an Exercise Notice in accordance with Condition 4(B) shall constitute an
irrevocable election and undertaking by the Warrantholder specified in such
Exercise Notice to exercise the number of Warrants specified in such Exercise Notice
and an irrevocable authorisation (which is deemed to be given in the case of
Automatic Exercise) to the Issuer to debit any determined Exercise Expenses from
the Cash Settlement Amount and an undertaking to pay any Exercise Expenses not
deducted from the Cash Settlement Amount. Any Exercise Expenses which have not
been determined by the Issuer on the Exercise Date shall be notified as soon as
practicable after determination thereof by the Issuer to the Warrantholder and
shall be paid by the Warrantholder forthwith in immediately available funds no
later than 3 Business Days after the Warrantholder receives notice of any unpaid
Exercise Expenses.

(D) Following the Expiry Date or the Rebate Payment Date (as the case may be) the
Global Certificate will be cancelled.
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(E)

Subject to a valid exercise of Warrants or an Automatic Exercise in accordance with
Condition 3(B), the Issuer will as soon as practicable and not later than three
Business Days following the Expiry Date or (in the case where the American style
Warrants are exercised before the Expiry Date) the Valuation Date (the
“Settlement Date”) in accordance with these conditions procure payment of the
aggregate Cash Settlement Amounts minus the determined Exercise Expenses for
all Warrants exercised or deemed exercised, electronically through CCASS by
crediting the relevant bank account of the Warrantholder as appearing in the
register kept by or on behalf of the Issuer. The Cash Settlement Amount is payable
only if no Knock-out Event occurs during the Barrier Period. If the Cash Settlement
Amount is equal to or less than the determined Exercise Expenses, no amount is
payable.

Subject to adjustment as provided in Condition 6, “Cash Settlement Amount”
means:

In the case of a series of Call Warrants:

Entitlement x (Average Price - Strike Price) x One Board Lot
Number of Warrant(s) per Entitlement

“Cash Settlement Amount” per Board Lot =

In the case of a series of Put Warrants:

Entitlement x (Strike Price - Average Price) x One Board Lot
Number of Warrant(s) per Entitlement

"Cash Settlement Amount” per Board Lot =

“Entitlement” means the number of Shares to which the Warrants relate, as
specified in the relevant Supplemental Listing Document.

“Average Price” shall be:

(i) the arithmetic mean of the Closing Prices for each Valuation Date, provided
that:

(ii) in the case of American style Warrants only, (a) if the American style Warrants
are exercised prior to 10:00 a.m. on an Exercise Date other than the Expiry
Date, the Average Price shall be deemed to be the Closing Price on the Exercise
Date, or (b) if the American style Warrants are exercised after 10:00 a.m. on an
Exercise Date other than the Expiry Date, the Average Price shall be deemed
to be the Closing Price on the first succeeding Business Day following the
Exercise Date.

“Closing Price” means the closing price of one Share (as derived from the Daily
Quotation Sheet of the Stock Exchange, subject to any adjustments (as determined
by the Issuer in accordance with these Conditions) to such closing prices as may be
necessary to reflect any capitalisation, rights issue, distribution or the like) for the
relevant Valuation Date.
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(F)

Any payment made pursuant to this Condition 4(E) shall be delivered at the risk
and expense of the Warrantholder to the Warrantholder, or such bank, broker or
agent in Hong Kong (if any) is recorded on the register.

If as a result of an event beyond the control of the Issuer (“Settlement Disruption
Event”), it is not possible for the Issuer to procure payment electronically through
CCASS by crediting the relevant bank account of the Warrantholder on the original
Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant bank account of the
Warrantholder as soon as reasonably practicable after the original Settlement
Date. The Issuer will not be liable to the Warrantholder for any interest in respect
of the amount due or any loss or damage that such Warrantholder may suffer as a
result of the existence of a Settlement Disruption Event.

If the Issuer determines, in its sole discretion, that on any Valuation Date a Market
Disruption Event has occurred, then that Valuation Date shall be postponed until
the first succeeding Business Day on which there is no Market Disruption Event
irrespective of whether that postponed Valuation Date would fall on a day that
already is or is deemed to be a Valuation Date, provided that (in the case of (i)
European style Warrants and (ii) American style Warrants exercised on the Expiry
Date) if the postponement of a Valuation Date as aforesaid would result in a
Valuation Date falling on or after the Expiry Date, then (a) the Day immediately
preceding the Expiry Date (the “Last Valuation Date"”) shall be deemed to be the
Valuation Date notwithstanding the Market Disruption Event; and (b) the Issuer
shall determine the closing price of the Shares on the basis of its good faith
estimate of such price that would have prevailed on the Last Valuation Date but for
the Market Disruption Event.

“Market Disruption Event” means the occurrence or existence of any suspension
of, or limitation imposed on, trading on the Stock Exchange in the Shares or any
options or futures contracts relating to the Shares if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material. For the
avoidance of doubt, a Market Disruption Event shall include, but shall not be
limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event.

“Valuation Date” means, subject as provided above in relation to a Market
Disruption Event:

(i) each of the five Days immediately preceding the Expiry Date relating to such
exercise; or
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(G)

(ii) in the case of American style Warrants only, (a) if the American style Warrants
are exercised prior to 10:00 a.m. on an Exercise Date other than the Expiry
Date, the Exercise Date, or (b) if the American style Warrants are exercised
after 10:00 a.m. on an Exercise Date other than the Expiry Date, the first
succeeding Day following the Exercise Date.

In the event that a Market Disruption Event has occurred and a Valuation Date is
postponed in accordance with Condition 4(F), the closing price of the Shares on
that first succeeding Business Day will be referenced more than once in the
determination of the Cash Settlement Amount, so that in no event shall there be
less than 5 closing prices to determine the Average Price, provided that (in the case
of American style Warrants only) if the American style Warrants are exercised on an
Exercise Date other than the Expiry Date, the Average Price shall be deemed to be
one closing price in any event.

For the purposes of Condition 4(F) a “Day” shall mean a day (excluding Saturday)
on which the Stock Exchange and banks are usually open in Hong Kong for
business.

These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Issuer or its agent (including the Transfer Agent) or
nominee and the Warrantholder and neither the Issuer nor its agent (including the
Transfer Agent) or nominee shall owe any duty of a fiduciary nature to the
Warrantholder.

The Issuer shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used
in any calculation made pursuant to these terms and conditions or in the
calculation of the Cash Settlement Amount arising from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 4(E) above.

5 Transfer Agent

(A)

(B)

Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the Warrants is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the Warrants and will not assume
any obligation or duty to or any relationship or agency or trust for the
Warrantholder.

The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
with a transfer office in Hong Kong for so long as the Warrants are listed on the
Stock Exchange. Notice of any such termination or appointment and any change in
the Transfer Agent will be given to the holder in accordance with Condition 10.
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6  Adjustments

Adjustments may be made by the Issuer to the terms of the Warrants (including, but not
limited to, the Strike Price, the Barrier Strike Price (if applicable) and the Entitlement) on the
basis of the following provisions:

(A) (i) If and whenever the Company shall, by way of Rights (as defined below), offer
new Shares for subscription at a fixed subscription price to the holders of
existing Shares pro rata to existing holdings (a “Rights Offer”), the Strike
Price, the Barrier Strike Price (if applicable) and the Entitlement shall be
adjusted on the Business Day on which the trading in the Shares of the
Company becomes ex-entitlement in accordance with the following formulae:
The Entitlement will be adjusted to:

Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:
Adjusted Strike Price !
u i i = X
) Adjustment Factor
The Barrier Strike Price (if applicable) will be adjusted to:
. . . . 1
Adjusted Barrier Strike Price = - X B
Adjustment Factor
Where:
Adjustment Factor 1+ M
u = ——
: 1+ (RIS) x M

Existing Entitlement immediately prior to the relevant event giving rise
to the adjustment

Existing Barrier Strike Price immediately prior to the relevant event
giving rise to the adjustment

Existing Strike Price immediately prior to the relevant event giving rise to
the adjustment

Cum-Rights Share price, being the closing price of an existing Share, as
derived from the Daily Quotation Sheet of the Stock Exchange on the last
Business Day on which the Shares are traded on a cum-rights basis

Subscription price per new Share specified in the Rights Offer plus an
amount equal to any dividends or other benefits foregone to exercise the

Right

Number of new Shares per existing Share (whether a whole or a fraction)
each holder of an existing Share is entitled to subscribe or have
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(B)

For the purposes of these Conditions, “Rights” means the right(s) attached to each
existing Share or needed to acquire one new Share (as the case may be) which are
given to a holder of existing Shares to subscribe at a fixed subscription price for
new Shares pursuant to the Rights Offer (whether by the exercise of one Right, a
part of a Right or an aggregate number of Rights).

(ii) The Adjusted Strike Price and the Adjusted Barrier Strike Price (if applicable)
(which shall be rounded to the nearest Hong Kong dollar 0.001) shall take
effect on the same day that the Entitlement is adjusted.

(iii) For the purposes of Conditions 6(A) and 6(B), the Issuer may determine that no
adjustment will be made if the adjustment to the Entitlement is less than one
per cent. of the Entitlement immediately prior to the adjustment, all as
determined by the Issuer.

(i) If and whenever the Company shall make an issue of Shares credited as fully
paid to holders of Shares generally by way of capitalisation of profits or
reserves (other than pursuant to a scrip dividend or similar scheme for the
time being operated by the Company or otherwise in lieu of a cash dividend)
(and without any payment or other consideration being made or given by such
holders) (a “Bonus Issue”), the Entitlement, the Strike Price and the Barrier
Strike Price (if applicable) will be adjusted, subject to Condition 6(A)(iii), on
the Business Day on which the trading in the Shares of the Company becomes
ex-entitlement in accordance with the following formulae:

The Entitlement will be adjusted to:

Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

1

Adjusted Strike Price = - X
Adjustment Factor

The Barrier Strike Price (if applicable) will be adjusted to:

1
. x B
Adjustment Factor

Adjusted Barrier Strike Price =

Where:

Adjustment Factor: 1+ M

E: Existing Entitlement immediately prior to the Bonus Issue

B: Existing Barrier Strike Price immediately prior to the Bonus Issue
X:  Existing Strike Price immediately prior to the Bonus Issue

M: Number of new Shares (whether a whole or a fraction) each holder of an
existing Share is entitled to have.

(ii) The Adjusted Strike Price and the Adjusted Barrier Strike Price (if applicable)

(which shall be rounded to the nearest Hong Kong dollar 0.001) shall take
effect on the same day that the Entitlement is adjusted.
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(o)

(D)

(E)

If and whenever the Company shall subdivide its outstanding share capital into a
greater number of shares or consolidate its outstanding share capital into a smaller
number of shares, the Entitlement shall be increased, and the Strike Price and the
Barrier Strike Price (if applicable) shall be decreased (in the case of a subdivision)
or the Entitlement shall be decreased, and the Strike Price and the Barrier Strike
Price (if applicable) shall be increased (in the case of a consolidation) accordingly,
in each case on the day on which the relevant subdivision or consolidation shall
have taken effect. The adjusted Strike Price and the adjusted Barrier Strike Price
shall be rounded to the nearest Hong Kong dollar 0.001.

If it is announced that the Company is to or may merge or consolidate with or into
any other corporation (including becoming, by agreement or otherwise, a
subsidiary of or controlled by any person or corporation) (except where the
Company is the surviving corporation in a merger) or that it is to or may sell or
transfer all or substantially all of its assets, the rights attaching to the Warrants
may in the absolute discretion of the Issuer be amended no later than the Business
Day preceding the consummation of such merger, consolidation, sale or transfer
(each a “Restructuring Event”) (as determined by the Issuer in its absolute
discretion).

The rights attaching to the Warrants after the adjustment shall, after such
Restructuring Event, relate to the number of shares of the corporation(s) resulting
from or surviving such Restructuring Event or other securities (the “Substituted
Securities”) and/or cash offered in substitution for the affected Shares, as the case
may be, to which the holder of such number of Shares to which the Warrants
related immediately before such Restructuring Event would have been entitled
upon such Restructuring Event. Thereafter the provisions hereof shall apply to such
Substituted Securities, provided that any Substituted Securities may, in the
absolute discretion of the Issuer, be deemed to be replaced by an amount in the
relevant currency equal to the market value or, if no market value is available, fair
value, of such Substituted Securities in each case as determined by the Issuer as
soon as practicable after such Restructuring Event is effected.

For the avoidance of doubt, any remaining Shares shall not be affected by this
paragraph (D) and, where cash is offered in substitution for Shares or is deemed to
replace Substituted Securities as described above, references in these Conditions to
the Shares shall include any such cash.

Generally, no adjustment will be made for an ordinary cash dividend (whether or
not it is offered with a script alternative). For any other forms of cash distribution
(each a “Cash Distribution”) announced by the Company, such as a cash bonus,
special dividend or extraordinary dividend, no adjustment will be made unless the
value of the Cash Distribution accounts for 2 per cent. or more of the Share’s
closing price on the day of announcement by the Company. However, the Issuer
reserves the right, at its sole discretion and without any obligation whatsoever, to
make such adjustments which shall take effect as of such date as it reasonably
believes are appropriate in circumstances where an event or events occur which the
Issuer believes (in its sole discretion and notwithstanding any adjustment
previously made by the Issuer) should, in the context of the issue of Warrants and
its obligations hereunder, give rise to such adjustment, provided that such
adjustment is considered by the Issuer to be beneficial to the Warrantholder
generally (without considering the individual circumstances of any Warrantholder
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(F)

or the tax or other consequences of such adjustment in any particular jurisdiction)
or is required to take account of provisions of Hong Kong law or Stock Exchange
practice.

If and whenever the Company shall make a Cash Distribution credited as fully paid
to the holders of Shares generally, the Strike Price, the Barrier Strike Price (if
applicable) and the Entitlement shall be adjusted to take effect on the Business Day
on which trading in the Shares becomes ex-entitlement (each a “Dividend
Adjustment Date”) in accordance with the following formulae:

The Entitlement will be adjusted to:

Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

Adjusted Strike Price 1
(which shall be rounded to the = : x X
nearest Hong Kong dollar 0.001) Adjustment Factor

The Barrier Strike Price (if applicable) will be adjusted to:

Adjusted Barrier Strike Price 1
(which shall be rounded to the = : X B
nearest Hong Kong dollar 0.001) Adjustment Factor

Where:

Adjustment Factor: &
J " S_oD-0D

E: Existing Entitlement immediately prior to the relevant Cash Distribution

B: Existing Barrier Strike Price immediately prior to the relevant Cash
Distribution

X: Existing Strike Price immediately prior to the relevant Cash Distribution

S:  The closing price of a Share, as derived from the Daily Quotation Sheet of the
Stock Exchange on the Business Day immediately prior to the Dividend
Adjustment Date

OD: Amount of ordinary cash dividend per Share (applicable only if the date on
which trading in the Shares becomes ex-entitlement in respect of the ordinary
cash dividend is the same as the Dividend Adjustment Date)

CD: Amount of the relevant Cash Distribution per Share

The Issuer shall determine any adjustment or amendment and its determination
shall be conclusive and binding on the Warrantholder save in the case of manifest
error. Notice of any adjustments or amendments shall be given to the
Warrantholder in accordance with Condition 10 as soon as practicable after the
determination thereof.
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7  Purchase by the Issuer

The Issuer and any of its affiliates may purchase Warrants at any time on or after the
date of their issue and any Warrants which are so purchased may be surrendered for
cancellation or offered from time to time in one or more transactions in the over-the-counter
market or otherwise at prevailing market prices or in negotiated transactions, at the
discretion of the Issuer or any such affiliate, as the case may be.

8 Global Certificate

A global certificate (the “Global Certificate”) representing the Warrants will be
deposited within CCASS and registered in the name of HKSCC Nominees Limited (or its
successors). The Global Certificate will not be exchangeable for definitive certificates.

9 Meeting of Warrantholder; Modification

(A) Meetings of Warrantholder. Notices for convening meetings to consider any matter

(B)

affecting the Warrantholder’s interests will be given to the Warrantholder in
accordance with the provisions of Condition 10.

Every question submitted to a meeting of the Warrantholder shall be decided by
poll. A meeting may be convened by the Issuer or by the Warrantholder holding
not less than 10 per cent. of the Warrants for the time being remaining
unexercised. The quorum at any such meeting for passing an Extraordinary
Resolution will be two or more persons (including any nominee appointed by the
Warrantholder) holding or representing not less than 25 per cent. of the Warrants
for the time being remaining unexercised, or at any adjourned meeting two or
more persons (including any nominee appointed by the Warrantholder) being or
representing Warrantholder whatever the number of Warrants so held or
represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such
Warrantholder as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Warrantholder shall be
binding on all the holders of the Warrants, whether or not they are present at the
meeting, save, in the case of Warrants which are expressed to be American Style,
for those Warrants remaining unexercised but for which an Exercise Notice shall
have been submitted prior to the date of the meeting.

In the case of Warrants which are expressed to be American Style, Warrants which
have not been exercised but in respect of which an Exercise Notice has been
submitted will not confer the right to attend or vote at, or join in convening, or be
counted in quorum for, any meeting of the Warrantholders.

Resolutions can be passed in writing without a meeting of the Warrantholder
being held if passed unanimously.

Modification. The Issuer may, without the consent of the Warrantholder, effect any
modification of the provisions of the Warrants or the Instrument which is (i) not
materially prejudicial to the interests of the Warrantholder or (ii) of a formal,
minor or technical nature, (iii) made to correct an obvious error or (iv) necessary in
order to comply with mandatory provisions of the laws or regulations of Hong
Kong (as defined below) or such other jurisdiction where the Shares are listed or
the issuer of the Shares is incorporated or (v) considered by the Issuer to be
appropriate and such modification is approved by the Stock Exchange. Any such
modification shall be binding on the Warrantholder and shall be notified to them
by the Issuer as soon as practicable thereafter in accordance with Condition 10.
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10 Notices

All notices in English and Chinese to the Warrantholder will be validly given if published
on the HKEX website. In such circumstances, the Issuer shall not be required to dispatch
copies of the notice to the Warrantholders.

11 Liquidation

In the event of a liquidation or dissolution or winding up of the Company or the
appointment of a receiver or administrator or analogous person under applicable law in
respect of the whole or substantially the whole of the undertaking, property or assets of the
Company, all unexercised Warrants will lapse and shall cease to be valid for any purpose, in
the case of a voluntary liquidation, on the effective date of the resolution and, in the case
of an involuntary liquidation or dissolution, on the date of the relevant court order or, in the
case of the appointment of a liquidator or receiver or administrator or analogous person
under applicable law in respect of the whole or substantially the whole of the undertaking,
property or assets, on the date when such appointment is effective but subject (in any such
case) to any contrary mandatory requirement of law. The Issuer shall pay a sum equal to its
good faith estimate (determined at the Issuer’s sole discretion) of the value of the Warrants
to the Warrantholder.

12 Delisting of Company

(A) If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall
give effect to these Conditions in such manner and make such adjustments to the
rights attaching to the Warrants as it shall, in its absolute discretion, consider
appropriate to ensure, so far as it is reasonably able to do so, that the interests of
the Warrantholder generally are not materially prejudiced as a consequence of
such delisting (without considering the individual circumstances of the
Warrantholder or the tax or other consequences that may result in any particular
jurisdiction).

(B) Without prejudice to the generality of Condition 12(A), where the Shares are or,
upon the delisting, become, listed on any other stock exchange, these Conditions
may, in the absolute discretion of the Issuer, be amended to the extent necessary
to allow for the substitution of that other stock exchange in place of the Stock
Exchange and the Issuer may, without the consent of the Warrantholder, make such
adjustments to the entitlements of the Warrantholder on exercise (including, if
appropriate, by converting foreign currency amounts at prevailing market rates
into Hong Kong dollars) as it shall consider appropriate in the circumstances.

(C) Any adjustment, amendment or determination made by the Issuer pursuant to this
Condition 12 shall be conclusive and binding on the Warrantholder save in the case
of manifest error. Notice of any adjustments or amendments shall be given to the
Warrantholder in accordance with Condition 10 as soon as practicable after they
are determined.
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13 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the
Warrantholder, to create and issue further warrants, upon such terms as to issue price,
commencement of the exercise period and otherwise as the Issuer may determine so as to
form a single series with the Warrants.

14 Early Termination for lllegality

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the Warrants has become illegal in whole or in part for any reason, or if
the Issuer determines that, for reasons beyond its control, it is no longer legal for it to
maintain its hedging arrangements with respect to the Warrants (i) due to the adoption of
or any change in any applicable law or regulation, or (ii) due to the promulgation of or any
change in the interpretation of any applicable law or regulation, the Issuer may at its
discretion and without obligation terminate the Warrants early by giving notice to the
Warrantholders in accordance with Condition 10.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

If the Issuer terminates the Warrants early, then the Issuer will, if and to the extent
permitted by any applicable law, pay an amount to each Warrantholder in respect of each
Warrant held by such holder equal to the fair market value of a Warrant notwithstanding
such illegality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Warrantholders in accordance with
Condition 10.

15 Governing Law

The Warrant and the Instrument will be governed by and construed in accordance with
the laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Warrantholder (by its acquisition of the Warrants) shall
be deemed to have submitted for all purposes in connection with the Warrants and the
Instrument to the non-exclusive jurisdiction of the courts of Hong Kong.

16 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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TERMS AND CONDITIONS OF THE CASH-SETTLED WARRANTS RELATING

TO THE UNITS OF A FUND OR TRUST

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of Warrants may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of Warrants. Capitalised terms used in these
master terms and conditions and not otherwise defined therein shall have the meaning given
to them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

(o)

(D)

(E)

(F)

The Warrants (which expression shall, unless the context otherwise requires,
include any further warrants issued pursuant to Condition 13) relating to the Units
of the Fund or Trust are issued in registered form subject to and with the benefit
of the Instrument made by Standard Chartered Bank (the “Issuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 10 from time to time. The Warrantholders (as
hereinafter defined) are entitled to the benefit of, are bound by and are deemed
to have notice of, all the provisions of the Instrument.

The settlement obligation of the Issuer in respect of the Warrants represent
general unsecured contractual obligations of the Issuer and of no other person
which rank, and will rank, equally among themselves and pari passu with all other
present and future unsecured and unsubordinated contractual obligations of the
Issuer, except for obligations accorded preference by mandatory provisions of
applicable law.

Warrants represent general contractual obligations of the Issuer, and are not, nor
is it the intention (expressed, implicit or otherwise) of the Issuer to create by the
issue of Warrants deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of Warrants may be effected only in Board Lots or integral multiples
thereof in the Central Clearing and Settlement System (“CCASS”) in accordance
with the General Rules of CCASS and the CCASS Operational Procedures in effect
from time to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the Warrants. The expression “Warrantholder”
shall be construed accordingly.

Trading in Warrants on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) shall be suspended prior to the Expiry Date in accordance with the
requirements of the Stock Exchange.

The term “Warrants” refers to the Warrants set out in the Supplemental Listing

Document, and may be “European style” or “American style”, as specified in the
Supplemental Listing Document.
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Warrant Rights and Exercise Expenses

(A) Every Exercise Amount entitles the Warrantholder, upon compliance with
Condition 4, to payment of the Cash Settlement Amount (as defined in Condition
4(E)), if any, minus the determined Exercise Expenses (as defined in Condition 2(B)).
If the Cash Settlement Amount is equal to or less than the determined Exercise
Expenses, no amount is payable by the Issuer.

(B) The Warrantholder will be required to pay all charges which are incurred in respect
of the exercise of the Warrants (the “Exercise Expenses”). To effect such payment,
an amount equivalent to the Exercise Expenses will be deducted by the Issuer from
the Cash Settlement Amount in accordance with Condition 4(E).

Exercise Period

(A) The Warrants may be exercised by delivery of an Exercise Notice (as defined in
Condition 4) on any Business Day during the Exercise Period.

(i) Inthe case of an exercise of American style Warrants, the Exercise Period is the
period beginning at (and including) 10:00 a.m. (Hong Kong time) on the
Dealing Commencement Date (or, if later, the first day of dealing in the
Warrants on the Stock Exchange) ending at (and including) 10:00 a.m. (Hong
Kong time) on the Expiry Date subject to prior termination of the Warrants in
accordance with these Conditions.

(i) In the case of an exercise of European style Warrants, a reference to Exercise
Period shall mean 10:00 a.m. on the Expiry Date only.

(B) Any Warrant with respect to which an Exercise Date (as defined in Condition 4) has
not occurred during the Exercise Period, and in respect of which the Cash
Settlement Amount would be payable by the Issuer if exercised on the Expiry Date
shall be deemed automatically exercised on the Expiry Date (”Automatic
Exercise”), so that the Warrantholders shall not be required to serve an Exercise
Notice.

(C) Any Warrant with respect to which an Exercise Date has not occurred or which has
not been automatically exercised in accordance with Condition 3(B) shall expire
immediately at the conclusion of the Exercise Period without value thereafter and
all rights of the Warrantholder and obligations of the Issuer with respect to such
Warrant shall cease.

(D) In these Conditions, “Business Day” means a day (excluding Saturdays) on which
the Stock Exchange is open for dealings in Hong Kong and banks are open in Hong
Kong for business.

Exercise of Warrants

(A) Warrants may only be exercised in Board Lots or integral multiples thereof.

(B) Subject to Condition 3(B),

(i) Inorderto exercise a Warrant, the Warrantholder shall deliver to the specified
office of the transfer agent (the “Transfer Agent”) a duly completed exercise

notice in accordance with the Instrument (an “Exercise Notice”), such delivery
to be made not later than 10:00 a.m. (Hong Kong time) on the Expiry Date.
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(D)

(E)

(ii) The date upon which the Warrants are exercised (an “Exercise Date”, which
reference shall, in the case of Warrants that are deemed exercised, mean the
date on which such Warrants are deemed exercised) shall be the Business Day
on which an Exercise Notice is delivered to the Transfer Agent and in respect
of which there is a valid exercise of Warrants in accordance with the
requirements set out herein, provided that any Exercise Notice received by the
Transfer Agent after 10:00 a.m. (Hong Kong time) on any Business Day (other
than the Expiry Date) shall be deemed to have been delivered on the next
following Business Day.

Delivery of an Exercise Notice in accordance with Condition 4(B) shall constitute an
irrevocable election and undertaking by the Warrantholder specified in such
Exercise Notice to exercise the number of Warrants specified in such Exercise Notice
and an irrevocable authorisation (which is deemed to be given in the case of
Automatic Exercise) to the Issuer to debit any determined Exercise Expenses from
the Cash Settlement Amount and an undertaking to pay any Exercise Expenses not
deducted from the Cash Settlement Amount. Any Exercise Expenses which have not
been determined by the Issuer on the Exercise Date shall be notified as soon as
practicable after determination thereof by the Issuer to the Warrantholder and
shall be paid by the Warrantholder forthwith in immediately available funds no
later than 3 Business Days after the Warrantholder receives notice of any unpaid
Exercise Expenses.

Following the Expiry Date the Global Certificate will be cancelled.

Subject to a valid exercise of Warrants or an Automatic Exercise in accordance with
Condition 3(B), the Issuer will as soon as practicable and not later than three
Business Days following the Expiry Date or (in the case where the American style
Warrants are exercised before the Expiry Date) the Valuation Date (the
“Settlement Date”) in accordance with these conditions procure payment of the
aggregate Cash Settlement Amounts minus the determined Exercise Expenses for
all Warrants exercised or deemed exercised, electronically through CCASS by
crediting the relevant bank account of the Warrantholder as appearing in the
register kept by or on behalf of the Issuer. If the Cash Settlement Amount is equal
to or less than the determined Exercise Expenses, no amount is payable.

Subject to adjustment as provided in Condition 6, “Cash Settlement Amount”
means:

In the case of a series of Call Warrants:

Entitlement x (Average Price - Strike Price) x One Board Lot
Number of Warrant(s) per Entitlement

“Cash Settlement Amount” per Board Lot =

In the case of a series of Put Warrants:

Entitlement x (Strike Price - Average Price) x One Board Lot
Number of Warrant(s) per Entitlement

“Cash Settlement Amount” per Board Lot =

“Entitlement” means the number of Units to which the Warrants relate, as
specified in the relevant Supplemental Listing Document.
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(F)

“Average Price” shall be:

(i) the arithmetic mean of the Closing Prices for each Valuation Date, provided
that:

(ii) in the case of American style Warrants only, (a) if the American style Warrants
are exercised prior to 10:00 a.m. on an Exercise Date other than the Expiry
Date, the Average Price shall be deemed to be the Closing Price on the Exercise
Date, or (b) if the American style Warrants are exercised after 10:00 a.m. on an
Exercise Date other than the Expiry Date, the Average Price shall be deemed
to be the Closing Price on the first succeeding Business Day following the
Exercise Date.

“Closing Price” means the closing price of one Unit (as derived from the Daily
Quotation Sheet of the Stock Exchange, subject to any adjustments (as determined
by the Issuer in accordance with these Conditions) to such closing prices as may be
necessary to reflect any capitalisation, rights issue, distribution or the like) for the
relevant Valuation Date.

Any payment made pursuant to this Condition 4(E) shall be delivered at the risk
and expense of the Warrantholder to the Warrantholder, or such bank, broker or
agent in Hong Kong (if any) is recorded on the register.

If as a result of an event beyond the control of the Issuer (“Settlement Disruption
Event”), it is not possible for the Issuer to procure payment electronically through
CCASS by crediting the relevant bank account of the Warrantholder on the original
Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant bank account of the
Warrantholder as soon as reasonably practicable after the original Settlement
Date. The Issuer will not be liable to the Warrantholder for any interest in respect
of the amount due or any loss or damage that such Warrantholder may suffer as a
result of the existence of a Settlement Disruption Event.

If the Issuer determines, in its sole discretion, that on any Valuation Date a Market
Disruption Event has occurred, then that Valuation Date shall be postponed until
the first succeeding Business Day on which there is no Market Disruption Event
irrespective of whether that postponed Valuation Date would fall on a day that
already is or is deemed to be a Valuation Date, provided that (in the case of (i)
European style Warrants and (ii) American style Warrants exercised on the Expiry
Date) if the postponement of a Valuation Date as aforesaid would result in a
Valuation Date falling on or after the Expiry Date, then (a) the Day immediately
preceding the Expiry Date (the “Last Valuation Date"”) shall be deemed to be the
Valuation Date notwithstanding the Market Disruption Event; and (b) the Issuer
shall determine the closing price of the Units on the basis of its good faith estimate
of such price that would have prevailed on the Last Valuation Date but for the
Market Disruption Event.

“Market Disruption Event” means the occurrence or existence of any suspension
of, or limitation imposed on, trading on the Stock Exchange in the Units or any
options or futures contracts relating to the Units if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material. For the
avoidance of doubt, a Market Disruption Event shall include, but shall not be
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(G)

limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event.

“Valuation Date” means, subject as provided above in relation to a Market
Disruption Event:

(i) each of the five Days immediately preceding the Expiry Date relating to such
exercise; or

(ii) in the case of American style Warrants only (a) if the American style Warrants
are exercised prior to 10:00 a.m. on an Exercise Date other than the Expiry
Date, the Exercise Date, or (b) if the American style Warrants are exercised
after 10:00 a.m. on an Exercise Date other than the Expiry Date, the first
succeeding Day following the Exercise Date.

In the event that a Market Disruption Event has occurred and a Valuation Date is
postponed in accordance with Condition 4(F), the closing price of the Units on that
first succeeding Business Day will be referenced more than once in the
determination of the Cash Settlement Amount, so that in no event shall there be
less than 5 closing prices to determine the Average Price, provided that (in the case
of American style Warrants only) if the American style Warrants are exercised on an
Exercise Date other than the Expiry Date, the Average Price shall be deemed to be
one closing price in any event.

For the purposes of Condition 4(F) a “Day” shall mean a day (excluding Saturday)
on which the Stock Exchange and banks are usually open in Hong Kong for
business.

These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Issuer or its agent (including the Transfer Agent) or
nominee and the Warrantholder and neither the Issuer nor its agent (including the
Transfer Agent) or nominee shall owe any duty of a fiduciary nature to the
Warrantholder.

The Issuer shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used
in any calculation made pursuant to these terms and conditions or in the
calculation of the Cash Settlement Amount arising from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 4(E) above.
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5 Transfer Agent

(A) Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the Warrants is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the Warrants and will not assume
any obligation or duty to or any relationship or agency or trust for the
Warrantholder.

(B) The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
with a transfer office in Hong Kong for so long as the Warrants are listed on the
Stock Exchange. Notice of any such termination or appointment and any change in
the Transfer Agent will be given to the holder in accordance with Condition 10.

6  Adjustments

Adjustments may be made by the Issuer to the terms of the Warrants (including, but not
limited to, the Strike Price and the Entitlement) on the basis of the following provisions:

(A) (i) If and whenever the Fund or Trust shall, by way of Rights (as defined below),
offer new Units for subscription at a fixed subscription price to the holders of
existing Units pro rata to existing holdings (a “Rights Offer”), the Strike Price
and the Entitlement shall be adjusted on the Business Day on which the
trading in the Units of the Fund or Trust becomes ex-entitlement in
accordance with the following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:

1
. X X
Adjustment Factor

Adjusted Strike Price =

Where:

Adjustment Factor 1+ M

u : —_—

) 1+ (RIS) x M

E: Existing Entitlement immediately prior to the relevant event giving rise
to the adjustment

X:  Existing Strike Price immediately prior to the relevant event giving rise to
the adjustment

S:  Cum-Rights Unit price, being the closing price of an existing Unit, as
derived from the Daily Quotation Sheet of the Stock Exchange on the last
Business Day on which the Units are traded on a cum-rights basis

R:  Subscription price per new Unit specified in the Rights Offer plus an

amount equal to any distributions or other benefits foregone to exercise
the Right
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(B)

(if)

(iii)

(i)

(if)

M: Number of new Unit(s) per existing Unit (whether a whole or a fraction)
each holder of an existing Unit is entitled to subscribe or have

For the purposes of these Conditions, “Rights” means the right(s) attached to
each existing Unit or needed to acquire one new Unit (as the case may be)
which are given to a holder of existing Units to subscribe at a fixed
subscription price for new Units pursuant to the Rights Offer (whether by the
exercise of one Right, a part of a Right or an aggregate number of Rights).

The Adjusted Strike Price (which shall be rounded to the nearest Hong Kong
dollar 0.001) shall take effect on the same day that the Entitlement is
adjusted.

For the purposes of Conditions 6(A) and 6(B), the Issuer may determine that no
adjustment will be made if the adjustment to the Entitlement is less than one
per cent. of the Entitlement immediately prior to the adjustment, all as
determined by the Issuer.

If and whenever the Fund or Trust shall make an issue of Units credited as fully
paid to holders of Units generally by way of capitalisation of profits or
reserves (other than pursuant to a scrip distribution or similar scheme for the
time being operated by the Fund or Trust or otherwise in lieu of a cash
distribution) (and without any payment or other consideration being made or
given by such holders) (a “Bonus Issue”), the Entitlement and the Strike Price
will be adjusted, subject to Condition 6(A)(iii), on the Business Day on which
the trading in the Units of the Fund or Trust becomes ex-entitlement in
accordance with the following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Strike Price =

Where:

Adjustment Factor: 1+ M

E: Existing Entitlement immediately prior to the Bonus Issue
X: Existing Strike Price immediately prior to the Bonus Issue

M: Number of new Units (whether a whole or a fraction) each holder of an
existing Unit is entitled to have.

The Adjusted Strike Price (which shall be rounded to the nearest Hong Kong

dollar 0.001) shall take effect on the same day that the Entitlement is
adjusted.
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(o)

(D)

(E)

If and whenever the Fund or Trust shall subdivide its Units or any class of its
outstanding Units into a greater number of units or consolidate the Units or any
class of its outstanding Units into a smaller number of units, the Entitlement shall
be increased and the Strike Price shall be decreased (in the case of a subdivision) or
the Entitlement shall be decreased and the Strike Price shall be increased (in the
case of a consolidation) accordingly, in each case on the day on which the relevant
subdivision or consolidation shall have taken effect. The adjusted Strike Price shall
be rounded to the nearest Hong Kong dollar 0.001.

If it is announced that the Fund or Trust is to or may merge or consolidate with or
into any other trust or corporation (including becoming, by agreement or
otherwise, a subsidiary of or controlled by any person or corporation) (except
where the Fund or Trust is the surviving entity in a merger) or that it is to or may
sell or transfer all or substantially all of its assets, the rights attaching to the
Warrants may in the absolute discretion of the Issuer be amended no later than the
Business Day preceding the consummation of such merger, consolidation, sale or
transfer (each a “Restructuring Event”) (as determined by the Issuer in its absolute
discretion).

The rights attaching to the Warrants after the adjustment shall, after such
Restructuring Event, relate to the number of units of the trust(s) or fund(s) as the
case may be resulting from or surviving such Restructuring Event or other securities
(the "Substituted Securities”) and/or cash offered in substitution for the affected
Units, as the case may be, to which the holder of such number of Units to which the
Warrants related immediately before such Restructuring Event would have been
entitled upon such Restructuring Event. Thereafter the provisions hereof shall
apply to such Substituted Securities, provided that any Substituted Securities may,
in the absolute discretion of the Issuer, be deemed to be replaced by an amount in
the relevant currency equal to the market value or, if no market value is available,
fair value, of such Substituted Securities in each case as determined by the Issuer as
soon as practicable after such Restructuring Event is effected.

For the avoidance of doubt, any remaining Units shall not be affected by this
paragraph (D) and, where cash is offered in substitution for Units or is deemed to
replace Substituted Securities as described above, references in these Conditions to
the Units shall include any such cash.

Generally, no adjustment will be made for an ordinary cash dividend (whether or
not it is offered with a script alternative). For any other forms of cash distribution
(each a “Cash Distribution”) announced by the Fund or Trust, such as a cash bonus,
special dividend or extraordinary dividend, no adjustment will be made unless the
value of the Cash Distribution accounts for 2 per cent. or more of the Unit's closing
price on the day of announcement by the Fund or Trust. However, the Issuer
reserves the right, at its sole discretion and without any obligation whatsoever, to
make such adjustments which shall take effect as of such date as it reasonably
believes are appropriate in circumstances where an event or events occur which the
Issuer believes (in its sole discretion and notwithstanding any adjustment
previously made by the Issuer) should, in the context of the issue of Warrants and
its obligations hereunder, give rise to such adjustment, provided that such
adjustment is considered by the Issuer to be beneficial to the Warrantholder
generally (without considering the individual circumstances of any Warrantholder
or the tax or other consequences of such adjustment in any particular jurisdiction)
or is required to take account of provisions of Hong Kong law or Stock Exchange
practice.
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(F)

If and whenever the Fund or Trust shall make a Cash Distribution credited as fully
paid to the holders of Units generally, the Strike Price and the Entitlement shall be
adjusted to take effect on the Business Day on which trading in the Units becomes
ex-entitlement (each a “Dividend Adjustment Date”) in accordance with the
following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:
Adjusted Strike Price 1

(which shall be rounded to the = : x X
nearest Hong Kong dollar 0.001) Adjustment Factor

Where:

Adjustment Factor: &
J " S_oD-0D

E: Existing Entitlement immediately prior to the relevant Cash Distribution
X:  Existing Strike Price immediately prior to the relevant Cash Distribution

S:  The closing price of a Unit, as derived from the Daily Quotation Sheet of the
Stock Exchange on the Business Day immediately prior to the Dividend
Adjustment Date

OD: Amount of ordinary cash dividend per Unit (applicable only if the date on
which trading in the Units becomes ex-entitlement in respect of the ordinary
cash dividend is the same as the Dividend Adjustment Date)

CD: Amount of the relevant Cash Distribution per Unit

The Issuer shall determine any adjustment or amendment and its determination
shall be conclusive and binding on the Warrantholder save in the case of manifest
error. Notice of any adjustments or amendments shall be given to the
Warrantholder in accordance with Condition 10 as soon as practicable after the
determination thereof.

Purchase by the Issuer

The Issuer and any of its affiliates may purchase Warrants at any time on or after the

date of their issue and any Warrants which are so purchased may be surrendered for
cancellation or offered from time to time in one or more transactions in the over-the-counter
market or otherwise at prevailing market prices or in negotiated transactions, at the
discretion of the Issuer or any such affiliate, as the case may be.

Global Certificate

A global certificate (the “Global Certificate”) representing the Warrants will be

deposited within CCASS and registered in the name of HKSCC Nominees Limited (or its
successors). The Global Certificate will not be exchangeable for definitive certificates.
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9

Meeting of Warrantholder; Modification

(A) Meetings of Warrantholder. Notices for convening meetings to consider any matter

(B)

affecting the Warrantholder’s interests will be given to the Warrantholder in
accordance with the provisions of Condition 10.

Every question submitted to a meeting of the Warrantholder shall be decided by
poll. A meeting may be convened by the Issuer or by the Warrantholder holding
not less than 10 per cent. of the Warrants for the time being remaining
unexercised. The quorum at any such meeting for passing an Extraordinary
Resolution will be two or more persons (including any nominee appointed by the
Warrantholder) holding or representing not less than 25 per cent. of the Warrants
for the time being remaining unexercised, or at any adjourned meeting two or
more persons (including any nominee appointed by the Warrantholder) being or
representing Warrantholder whatever the number of Warrants so held or
represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such
Warrantholder as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Warrantholder shall be
binding on all the holders of the Warrants, whether or not they are present at the
meeting, save, in the case of Warrants which are expressed to be American Style,
for those Warrants remaining unexercised but for which an Exercise Notice shall
have been submitted prior to the date of the meeting.

In the case of Warrants which are expressed to be American Style, Warrants which
have not been exercised but in respect of which an Exercise Notice has been
submitted will not confer the right to attend or vote at, or join in convening, or be
counted in quorum for, any meeting of the Warrantholders.

Resolutions can be passed in writing without a meeting of the Warrantholder
being held if passed unanimously.

Modification. The Issuer may, without the consent of the Warrantholder, effect any
modification of the provisions of the Warrants or the Instrument which is (i) not
materially prejudicial to the interests of the Warrantholder or (ii) of a formal,
minor or technical nature, (iii) made to correct an obvious error or (iv) which is
necessary in order to comply with mandatory provisions of the laws or regulations
of Hong Kong (as defined below) or such other jurisdiction where the Units are
listed or where the Fund or Trust is established or (v) considered by the Issuer to be
appropriate and such modification is approved by the Stock Exchange. Any such
modification shall be binding on the Warrantholder and shall be notified to them
by the Issuer as soon as practicable thereafter in accordance with Condition 10.

10 Notices

All notices in English and Chinese to the Warrantholder will be validly given if published
on the HKEX website. In such circumstances, the Issuer shall not be required to dispatch
copies of the notice to the Warrantholders.
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11  Termination or Liquidation

In the event of a Termination or the liquidation or dissolution of the trustee of the Fund
or Trust (including any successor trustee appointed from time to time) (“Trustee”) (in its
capacity as trustee of the Fund or Trust) or the appointment of a liquidator, receiver or
administrator or analogous person under applicable law in respect of the whole or
substantially the whole of the Trustee’s undertaking, property or assets all unexercised
Warrants will lapse and shall cease to be valid for any purpose. In the case of a Termination
the unexercised Warrants will lapse and shall cease to be valid on the effective date of the
Termination, in the case of a voluntary liquidation, on the effective date of the resolution
and, in the case of an involuntary liquidation or dissolution, on the date of the relevant court
order or, in the case of the appointment of a liquidator or receiver or administrator or
analogous person under applicable law in respect of the whole or substantially the whole of
the Trustee’s undertaking, property or assets, on the date when such appointment is
effective but subject (in any such case) to any contrary mandatory requirement of law. The
Issuer shall pay a sum equal to its good faith estimate (determined at the Issuer’s sole
discretion) of the value of the Warrants to the Warrantholder.

For the purpose of this Condition 11, “Termination” means (i) the Fund or Trust is
terminated, or the Trustee or the manager of the Fund or Trust (including any successor
manager appointed from time to time) (“Manager”) is required to terminate the Fund or
Trust under the trust deed (“Trust Deed”) constituting the Fund or Trust or applicable law, or
the termination of the Trust commences; (ii) the Fund or Trust is held or is conceded by the
Trustee or the Manager not to have been constituted or to have been imperfectly
constituted; (iii) the Trustee ceases to be authorised under the Fund or Trust to hold the
property of the Fund or Trust in its name and perform its obligations under the Trust Deed;
or (iv) the Fund or Trust ceases to be authorised as an authorised collective investment
scheme under the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).

12 Delisting of Fund or Trust

(A) If at any time the Units cease to be listed on the Stock Exchange, the Issuer shall
give effect to these Conditions in such manner and make such adjustments to the
rights attaching to the Warrants as it shall, in its absolute discretion, consider
appropriate to ensure, so far as it is reasonably able to do so, that the interests of
the Warrantholder generally are not materially prejudiced as a consequence of
such delisting (without considering the individual circumstances of the
Warrantholder or the tax or other consequences that may result in any particular
jurisdiction).

(B) Without prejudice to the generality of Condition 12(A), where the Units are or,
upon the delisting, become, listed on any other stock exchange, these Conditions
may, in the absolute discretion of the Issuer, be amended to the extent necessary
to allow for the substitution of that other stock exchange in place of the Stock
Exchange and the Issuer may, without the consent of the Warrantholder, make such
adjustments to the entitlements of the Warrantholder on exercise (including, if
appropriate, by converting foreign currency amounts at prevailing market rates
into Hong Kong dollars) as it shall consider appropriate in the circumstances.

(Q) Any adjustment, amendment or determination made by the Issuer pursuant to this
Condition 12 shall be conclusive and binding on the Warrantholder save in the case
of manifest error. Notice of any adjustments or amendments shall be given to the
Warrantholder in accordance with Condition 10 as soon as practicable after they
are determined.
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13 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the
Warrantholder, to create and issue further warrants, upon such terms as to issue price,
commencement of the exercise period and otherwise as the Issuer may determine so as to
form a single series with the Warrants.

14 Early Termination for lllegality

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the Warrants has become illegal in whole or in part for any reason, or if
the Issuer determines that, for reasons beyond its control, it is no longer legal for it to
maintain its hedging arrangements with respect to the Warrants (i) due to the adoption of
or any change in any applicable law or regulation, or (ii) due to the promulgation of or any
change in the interpretation of any applicable law or regulation, the Issuer may at its
discretion and without obligation terminate the Warrants early by giving notice to the
Warrantholders in accordance with Condition 10.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

If the Issuer terminates the Warrants early, then the Issuer will, if and to the extent
permitted by any applicable law, pay an amount to each Warrantholder in respect of each
Warrant held by such holder equal to the fair market value of a Warrant notwithstanding
such illegality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Warrantholders in accordance with
Condition 10.

15 Governing Law

The Warrant and the Instrument will be governed by and construed in accordance with
the laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Warrantholder (by its acquisition of the Warrants) shall
be deemed to have submitted for all purposes in connection with the Warrants and the
Instrument to the non-exclusive jurisdiction of the courts of Hong Kong.

16 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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TERMS AND CONDITIONS OF THE CASH-SETTLED CURRENCY WARRANTS

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of Warrants may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of Warrants. Capitalised terms used in these
master terms and conditions and not otherwise defined therein shall have the meaning given
to them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

Q)

(D)

(E)

(F)

The Warrants (which expression shall, unless the context otherwise requires,
include any further warrants issued pursuant to Condition 10) are issued in
registered form subject to and with the benefit of the Instrument made by
Standard Chartered Bank (the “Issuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 9 from time to time. The Warrantholders (as
hereinafter defined) are entitled to the benefit of, are bound by and are deemed
to have notice of, all the provisions of the Instrument.

The settlement obligation of the Issuer in respect of the Warrants represent
general unsecured contractual obligations of the Issuer and of no other person
which rank, and will rank, equally among themselves and pari passu with all other
present and future unsecured and unsubordinated contractual obligations of the
Issuer, except for obligations accorded preference by mandatory provisions of
applicable law.

Warrants represent general contractual obligations of the Issuer, and are not, nor
is it the intention (expressed, implicit or otherwise) of the Issuer to create by the
issue of Warrants deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of Warrants may be effected only in Board Lots or integral multiples
thereof in the Central Clearing and Settlement System (“CCASS”) in accordance
with the General Rules of CCASS and the CCASS Operational Procedures in effect
from time to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the Warrants. The expression “Warrantholder”
shall be construed accordingly.

Trading in Warrants on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) shall be suspended prior to the Expiry Date in accordance with the
requirements of the Stock Exchange.

The term "Warrants” refers to the Warrants set out in the Supplemental Listing

Document, and may be "European style” or "American style”, as specified in the
Supplemental Listing Document.
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Warrant Rights and Exercise Expenses

(A) Every Exercise Amount entitles the Warrantholder, upon compliance with
Condition 4, to payment of the Cash Settlement Amount (as defined in Condition
4(E)), if any, minus the determined Exercise Expenses (as defined in Condition 2(B)).
If the Cash Settlement Amount is equal to or less than the determined Exercise
Expenses, no amount is payable by the Issuer.

(B) The Warrantholder will be required to pay all charges which are incurred in respect
of the exercise of the Warrants (the “Exercise Expenses”). To effect such payment,
an amount equivalent to the Exercise Expenses will be deducted by the Issuer from
the Cash Settlement Amount in accordance with Condition 4(E).

Exercise Period

(A) The Warrants may be exercised by delivery of an Exercise Notice (as defined in
Condition 4) on any Business Day during the Exercise Period.

(i) Inthe case of an exercise of American style Warrants, the Exercise Period is the
period beginning at (and including) 10:00 a.m. (Hong Kong time) on the
Dealing Commencement Date (or, if later, the first day of dealing in the
Warrants on the Stock Exchange) ending at (and including) 10:00 a.m. (Hong
Kong time) on the Expiry Date subject to prior termination of the Warrants in
accordance with these Conditions.

(i) Subject In the case of an exercise of European style Warrants, a reference to
Exercise Period shall mean 10:00 a.m. on the Expiry Date only.

(B) Any Warrant with respect to which an Exercise Date (as defined in Condition 4) has
not occurred during the Exercise Period, and in respect of which the Cash
Settlement Amount would be payable by the Issuer if exercised on the Expiry Date
shall be deemed automatically exercised on the Expiry Date (“Automatic
Exercise”), so that the Warrantholders shall not be required to serve an Exercise
Notice.

(C) Any Warrant with respect to which an Exercise Date has not occurred or which has
not been automatically exercised in accordance with Condition 3(B) shall expire
immediately at the conclusion of the Exercise Period without value thereafter and
all rights of the Warrantholder and obligations of the Issuer with respect to such
Warrant shall cease.

(D) In these Conditions, “Business Day” means a day (excluding Saturdays or Sundays)
on which the Stock Exchange is open for dealings in Hong Kong and banks are
open for business and for carrying on foreign exchange transactions in Hong Kong.

Exercise of Warrants

(A) Warrants may only be exercised in Board Lots or integral multiples thereof.

(B) Subject to Condition 3(B),

(i) Inorderto exercise a Warrant, the Warrantholder shall deliver to the specified
office of the transfer agent (the “Transfer Agent”) a duly completed exercise
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(D)

(E)

notice in accordance with the Instrument (an “Exercise Notice”), such delivery
to be made not later than 10:00 a.m. (Hong Kong time) on the Expiry Date.

(ii) The date upon which the Warrants are exercised (an “Exercise Date”, which
reference shall, in the case of Warrants that are deemed exercised, mean the
date on which such Warrants are deemed exercised) shall be the Business Day
on which an Exercise Notice is delivered to the Transfer Agent and in respect
of which there is a valid exercise of Warrants in accordance with the
requirements set out herein, provided that any Exercise Notice received by the
Transfer Agent after 10:00 a.m. (Hong Kong time) on any Business Day (other
than the Expiry Date) shall be deemed to have been delivered on the next
following Business Day.

Delivery of an Exercise Notice in accordance with Condition 4(B) shall constitute an
irrevocable election and undertaking by the Warrantholder specified in such
Exercise Notice to exercise the number of Warrants specified in such Exercise Notice
and an irrevocable authorisation (which is deemed to be given in the case of
Automatic Exercise) to the Issuer to debit any determined Exercise Expenses from
the Cash Settlement Amount and an undertaking to pay any Exercise Expenses not
deducted from the Cash Settlement Amount. Any Exercise Expenses which have not
been determined by the Issuer on the Exercise Date shall be notified as soon as
practicable after determination thereof by the Issuer to the Warrantholder and
shall be paid by the Warrantholder forthwith in immediately available funds no
later than 3 Business Days after the Warrantholder receives notice of any unpaid
Exercise Expenses.

Following the Expiry Date the Global Certificate will be cancelled.

Subject to a valid exercise of Warrants or an Automatic Exercise in accordance with
Condition 3(B), the Issuer will as soon as practicable and not later than three
Business Days following the Expiry Date or (in the case where the American style
Warrants are exercised before the Expiry Date) the Valuation Date (the
“Settlement Date”) in accordance with these conditions procure payment of the
aggregate Cash Settlement Amounts minus the determined Exercise Expenses for
all Warrants exercised or deemed exercised, electronically through CCASS by
crediting the relevant bank account of the Warrantholder as appearing in the
register kept by or on behalf of the Issuer. If the Cash Settlement Amount is equal
to or less than the determined Exercise Expenses, no amount is payable.

Subject to adjustment as provided in Condition 6, “Cash Settlement Amount”
means:

In the case of a series of Call Warrants, in respect of every Exercise Amount, an
amount calculated by the Issuer equal to the excess of the Spot Price on the
Valuation Date over the Strike Price, converted into Hong Kong dollars at the Hong
Kong Dollar Price.

In the case of a series of Put Warrants, in respect of every Exercise Amount, an
amount calculated by the Issuer equal to the excess of the Strike Price over the Spot
Price on the Valuation Date, converted into Hong Kong dollars at the Hong Kong
Dollar Price.

Any payment made pursuant to this Condition 4(E) shall be delivered at the risk

and expense of the Warrantholder to the Warrantholder, or such bank, broker or
agent in Hong Kong (if any) is recorded on the register.
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(F) If as a result of an event beyond the control of the Issuer (“Settlement Disruption
Event”), it is not possible for the Issuer to procure payment electronically through
CCASS by crediting the relevant bank account of the Warrantholder on the original
Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant bank account of the
Warrantholder as soon as reasonably practicable after the original Settlement
Date. The Issuer will not be liable to the Warrantholder for any interest in respect
of the amount due or any loss or damage that such Warrantholder may suffer as a
result of the existence of a Settlement Disruption Event.

If the Issuer determines, in its sole discretion, that on any Valuation Date a Market
Disruption Event has occurred, then the Issuer shall determine the Spot Price or the
Hong Kong Dollar Price on the basis of its good faith estimate of the Spot Price or
the Hong Kong Dollar Price, as the case may be, that would have prevailed on that
day but for the occurrence of the Market Disruption Event.

“Market Disruption Event” means the occurrence or existence, on the Valuation
Date of any event, circumstance or cause which would result in:

(i) the Issuer being unable to determine the Spot Price or the Hong Kong Dollar
Price in the manner set out in these Conditions or in such other manner as the
Issuer may believe appropriate at such time after taking into account all the
relevant circumstances; or

(ii) Hong Kong Dollars not being freely available to the Issuer for any reason,
provided that if Hong Kong Dollars are not freely available the Issuer may
express and pay the Cash Settlement Amount in any currency which is freely
available and convertible on the international foreign exchange market.

“Valuation Date” means the Exercise Date or the Expiry Date, as the case may be.

(G) These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Issuer or its agent (including the Transfer Agent) or
nominee and the Warrantholder and neither the Issuer nor its agent (including the
Transfer Agent) or nominee shall owe any duty of a fiduciary nature to the
Warrantholder.

The Issuer shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used
in any calculation made pursuant to these terms and conditions or in the
calculation of the Cash Settlement Amount arising from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 4(E) above.

5 Transfer Agent

(A) Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the Warrants is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the Warrants and will not assume
any obligation or duty to or any relationship or agency or trust for the
Warrantholder.
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(B) The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
with a transfer office in Hong Kong for so long as the Warrants are listed on the
Stock Exchange. Notice of any such termination or appointment and any change in
the Transfer Agent will be given to the holder in accordance with Condition 9.

6 Purchase by the Issuer

The Issuer and any of its affiliates may purchase Warrants at any time on or after the
date of their issue and any Warrants which are so purchased may be surrendered for
cancellation or offered from time to time in one or more transactions in the over-the-counter
market or otherwise at prevailing market prices or in negotiated transactions, at the
discretion of the Issuer or any such affiliate, as the case may be.

7 Global Certificate

A global certificate (the “Global Certificate”) representing the Warrants will be
deposited within CCASS and registered in the name of HKSCC Nominees Limited (or its
successors). The Global Certificate will not be exchangeable for definitive certificates.

8 Meeting of Warrantholder; Modification

(A) Meetings of Warrantholder. Notices for convening meetings to consider any matter
affecting the Warrantholder’s interests will be given to the Warrantholder in
accordance with the provisions of Condition 9.

Every question submitted to a meeting of the Warrantholder shall be decided by
poll. A meeting may be convened by the Issuer or by the Warrantholder holding
not less than 10 per cent. of the Warrants for the time being remaining
unexercised. The quorum at any such meeting for passing an Extraordinary
Resolution will be two or more persons (including any nominee appointed by the
Warrantholder) holding or representing not less than 25 per cent. of the Warrants
for the time being remaining unexercised, or at any adjourned meeting two or
more persons (including any nominee appointed by the Warrantholder) being or
representing Warrantholder whatever the number of Warrants so held or
represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such
Warrantholder as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Warrantholder shall be
binding on all the holders of the Warrants, whether or not they are present at the
meeting, save, in the case of Warrants which are expressed to be American Style,
for those Warrants remaining unexercised but for which an Exercise Notice shall
have been submitted prior to the date of the meeting.

In the case of Warrants which are expressed to be American Style, Warrants which
have not been exercised but in respect of which an Exercise Notice has been
submitted will not confer the right to attend or vote at, or join in convening, or be
counted in quorum for, any meeting of the Warrantholders.
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Resolutions can be passed in writing without a meeting of the Warrantholder
being held if passed unanimously.

(B) Modification. The Issuer may, without the consent of the Warrantholder, effect any
modification of the provisions of the Warrants or the Instrument which is (i) not
materially prejudicial to the interests of the Warrantholder or (ii) of a formal,
minor or technical nature, (iii) made to correct an obvious error or (iv) necessary in
order to comply with mandatory provisions of the laws or regulations of Hong
Kong (as defined below) or (v) considered by the Issuer to be appropriate and such
modification is approved by the Stock Exchange. Any such modification shall be
binding on the Warrantholder and shall be notified to them by the Issuer as soon
as practicable thereafter in accordance with Condition 9.

9 Notices

All notices in English and Chinese to the Warrantholder will be validly given if published
on the HKEX website. In such circumstances, the Issuer shall not be required to dispatch
copies of the notice to the Warrantholders.

10 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the
Warrantholder, to create and issue further warrants, upon such terms as to issue price,
commencement of the exercise period and otherwise as the Issuer may determine so as to
form a single series with the Warrants.

11  Foreign Currency Controls

If exchange control or other laws, regulations, directives or guidelines are imposed by
the central banking authority or other governmental or regulatory body of Hong Kong
which (i) require the Issuer to obtain permission from such authority or regulatory body to
purchase Hong Kong dollars, (ii) otherwise restrict the Issuer’s ability to obtain Hong Kong
dollars or (iii) otherwise adversely regulates the purchase or holding of Hong Kong dollars
such that additional costs are imposed in obtaining Hong Kong dollars which would not be
imposed in the absence of such laws, regulations, directives or guidelines or if the cost of
obtaining Hong Kong dollars at the Hong Kong Dollar Price is determined by the Issuer to be
excessive because of a disruption in the Hong Kong dollar foreign exchange market, then,
upon notice from the Issuer to Warrantholders in accordance with Condition 9 to such effect,
Warrantholders who have exercised their Warrants in accordance with Condition 4 (or who
are deemed to have exercised their Warrants in accordance with Condition 3(B)) shall receive,
at the option of the Issuer, in lieu of Hong Kong dollars, an amount equal to the Cash
Settlement Amount in any currency which is freely available and convertible on the
international foreign exchange market.

12 Adjustments

The Issuer reserves the right, at its sole discretion and without any obligation
whatsoever, to make adjustments which shall take effect as of such date as it reasonably
believes are appropriate in circumstances where an event or events occur which the Issuer
believes (in its sole discretion and notwithstanding any adjustment previously made by the
Issuer) should, in the context of the issue of Warrants and its obligations hereunder, give rise
to such adjustment, provided that such adjustment is considered by the Issuer to be
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beneficial to the Warrantholder generally (without considering the individual circumstances
of any Warrantholder or the tax or other consequences of such adjustment in any particular
jurisdiction) or is required to take account of provisions of Hong Kong law or Stock Exchange
practice or is approved by the Stock Exchange.

13 Early Termination for lllegality

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the Warrants has become illegal in whole or in part for any reason, or if
the Issuer determines that, for reasons beyond its control, it is no longer legal for it to
maintain its hedging arrangements with respect to the Warrants (i) due to the adoption of
or any change in any applicable law or regulation, or (ii) due to the promulgation of or any
change in the interpretation of any applicable law or regulation, the Issuer may at its
discretion and without obligation terminate the Warrants early by giving notice to the
Warrantholders in accordance with Condition 9.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

If the Issuer terminates the Warrants early, then the Issuer will, if and to the extent
permitted by any applicable law, pay an amount to each Warrantholder in respect of each
Warrant held by such holder equal to the fair market value of a Warrant notwithstanding
such illegality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Warrantholders in accordance with
Condition 9.

14 Governing Law

The Warrant and the Instrument will be governed by and construed in accordance with
the laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Warrantholder (by its acquisition of the Warrants) shall
be deemed to have submitted for all purposes in connection with the Warrants and the
Instrument to the non-exclusive jurisdiction of the courts of Hong Kong.

15 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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ANNEX 2

TERMS AND CONDITIONS OF THE CBBCs RELATING TO A SHARE

These master terms and conditions will, together with the supplemental provisions

contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of CBBCs may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of CBBCs. Capitalised terms used in these master
terms and conditions and not otherwise defined therein shall have the meaning given to
them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

(©

(D)

The callable bull/bear contracts or "CBBCs” (which expression shall, unless the
context otherwise requires, include any further CBBCs issued pursuant to Condition
12) relating to the Shares of the Company are issued in registered form subject to
and with the benefit of the Instrument made by Standard Chartered Bank (the
“lssuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 9 from time to time. The Holders (as hereinafter
defined) are entitled to the benefit of, are bound by and are deemed to have
notice of, all the provisions of the Instrument.

The settlement obligations of the Issuer in respect of the CBBCs represent general
unsecured contractual obligations of the Issuer and of no other person which rank,
and will rank, equally among themselves and pari passu with all other present and
future unsecured and unsubordinated contractual obligations of the Issuer, except
for obligations accorded preference by mandatory provisions of applicable law.

CBBCs represent general contractual obligations of the Issuer, and are not, nor is it
the intention (expressed, implicit or otherwise) of the Issuer to create by the issue
of CBBCs deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of CBBCs may be effected only in a Board Lot or integral multiples thereof
in the Central Clearing and Settlement System (“CCASS"”) in accordance with the
General Rules of CCASS and the CCASS Operational Procedures in effect from time
to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the CBBCs (which shall be HKSCC Nominees
Limited or another nominee of Hong Kong Securities Clearing Company Limited for
so long as the CBBCs are accepted as eligible securities in CCASS). The expression
“Holder"” shall be construed accordingly.
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(E)

Trading in CBBCs on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) shall be suspended after the occurrence of a Mandatory Call Event in
accordance with the rules of the Stock Exchange. None of the Stock Exchange, the
Issuer nor any of its affiliates shall have any responsibility towards the Holder for
any losses suffered in connection with the determination of a Mandatory Call
Event, whether or not such losses are a result of the suspension of trading of the
CBBCs, notwithstanding that such suspension may have occurred as a result of an
error in the determination of the event.

2 CBBCs Rights and Expenses

(A) Every Board Lot of the CBBCs entitles the Holder to payment of the Cash Settlement

(B)

(@

Amount (if any) less the determined Expenses in accordance with Condition 3. If
the Cash Settlement Amount is equal to or less than the determined Expenses, no
amount is payable by the Issuer.

The Holder will be required to pay the Expenses in respect of the Mandatory Call
Termination or Automatic Exercise of the CBBCs. To effect such payment, an
amount equivalent to the Expenses will be deducted by the Issuer from the Cash
Settlement Amount in accordance with Condition 3(D). Any Expenses which have
not been determined by the Issuer on the Price Determination Date or the
Valuation Date (as the case may be) shall be notified as soon as practicable after
determination thereof by the Issuer to the Holder and shall be paid by the Holder
forthwith in immediately available funds no later than 3 Business Days after the
Holder receives notice of any unpaid Expenses.

An irrevocable authorisation is deemed to be given to the Issuer to debit any
determined Expenses from the Cash Settlement Amount.

3  Mandatory Call Termination and Automatic Exercise

(A) Upon the occurrence of a Mandatory Call Event, the CBBCs will terminate

automatically on the Mandatory Call Event Date (“Mandatory Call Termination”)
and the Issuer will give notice of the occurrence of the Mandatory Call Event to the
Holders in accordance with Condition 9. Where the Mandatory Call Event occurs in
a continuous trading session of the Stock Exchange, all trades of CBBCs concluded
in that continuous trading session after the time at which the Mandatory Call Event
occurs will be cancelled. Where the Mandatory Call Event occurs in a pre-opening
session or a closing auction session (if any) of the Stock Exchange, all auction trades
of CBBCs concluded in that pre-opening session or closing auction session (if any)
(as the case may be) and all manual trades of CBBCs concluded after the end of the
relevant pre-order matching period will be cancelled.

Whereas:
“Business Day” means a day (other than a Saturday or Sunday) on which the Stock
Exchange is open for dealings in Hong Kong and banks are open in Hong Kong for
business;
“Mandatory Call Event” occurs when, subject to any adjustment as provided in

Condition 5, the Spot Price of the Shares at any time on a Trading Day during the
Observation Period is for the first time in the Observation Period (in the case of a
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(B)

(o)

(D)

series of Bull CBBCs) at or below the Call Price or (in the case of a series of Bear
CBBCs) at or above the Call Price;

“Mandatory Call Event Date” means the date on which the Mandatory Call Event
occurs;

“Observation End Date” means the Business Day immediately before the Expiry
Date;

“"Observation Period” means the period from and including the Observation Start
Date to and including the Observation End Date;

“Observation Start Date” means the date on which dealings in the CBBCs on the
Stock Exchange first commence;

“Settlement Day” has the meaning ascribed to the term “Settlement Day” in the
General Rules of CCASS and the CCASS Operational Procedures in effect from time
to time, subject to such modification and amendment prescribed by Hong Kong
Securities Clearing Company Limited from time to time;

“Spot Price” means:

(i) inrespect of a continuous trading session of the Stock Exchange, the price per
Share concluded by means of automatic order matching on the Stock
Exchange as reported in the official real-time dissemination mechanism for
the Stock Exchange during a continuous trading session of the Stock Exchange
in accordance with the Rules and Regulations of the Exchange (“Trading
Rules”), excluding direct business (as defined in the Trading Rules); and

(i) in respect of a pre-opening session or a closing auction session (if any) of the
Stock Exchange, as the case may be, the final Indicative Equilibrium Price (as
defined in the Trading Rules) of the Share (if any) calculated at the end of the
pre-order matching period of such pre-opening session or closing auction
session (if any), as the case may be, in accordance with the Trading Rules,
excluding direct business (as defined in the Trading Rules),

subject to such modification and amendment prescribed by the Stock Exchange
from time to time.

“Trading Day"” means any day on which the Stock Exchange is scheduled to be open
for trading for its reqular trading sessions.

Any CBBCs with respect to which a Mandatory Call Event has not occurred on or
prior to the Observation End Date shall be deemed automatically exercised at 10
a.m. (Hong Kong time) on the Expiry Date (“Automatic Exercise”).

Following the Mandatory Call Event Date or the Expiry Date, the Global Certificate
will be cancelled.

Following a Mandatory Call Termination or an Automatic Exercise in accordance

with Conditions 3(A) or 3(B), the Issuer will on a date no later than the third
Settlement Day following the Price Determination Date or the Valuation Date, as
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the case may be (the “Settlement Date”) in accordance with these Conditions
procure payment of the aggregate Cash Settlement Amounts for all CBBCs
terminated or deemed automatically exercised in favour of the Holder as
appearing in the register kept by or on behalf of the Issuer.

Any payment of the Cash Settlement Amount made pursuant to this Condition 3(D)
shall be delivered at the risk and expense of the Holder to the Holder as recorded
on the register, or such bank, broker or agent in Hong Kong (if any) as directed by
the Holder.

Whereas:

“Cash Settlement Amount” per Board Lot means, subject to adjustment as
provided in Condition 5:

(i) In the case of a series of Bull CBBCs:

(a) If no Mandatory Call Event has occurred, an amount determined by the
Issuer in accordance with the following formula:

Cash Settlement Amount  Entitlement x (Closing Price - Strike Price) x One Board Lot
per Board Lot - Number of CBBC(s) per Entitlement

In respect of Category N CBBCs

(b) If a Mandatory Call Event has occurred and the Bull CBBCs are terminated
following a Mandatory Call Event, zero.

In respect of Category R CBBCs

(c) If a Mandatory Call Event has occurred and the Bull CBBCs are terminated
following a Mandatory Call Event, an amount determined by the Issuer in
accordance with the following formula:

Cash Settlement Amountat  gptitlement x (Minimum Trade Price - Strike Price) x One Board Lot
Mandatory Call Termination =
per Board Lot Number of CBBC(s) per Entitlement

(ii) In the case of a series of Bear CBBCs:

(a) If no Mandatory Call Event has occurred, an amount determined by the
Issuer in accordance with the following formula:

Cash Settlement Amount Entitlement x (Strike Price - Closing Price) x One Board Lot

per Board Lot B Number of CBBC(s) per Entitlement

In respect of Category N CBBCs

(b) If a Mandatory Call Event has occurred and the Bear CBBCs are
terminated following a Mandatory Call Event, zero.
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In respect of Category R CBBCs

(c) If a Mandatory Call Event has occurred and the Bear CBBCs are
terminated following a Mandatory Call Event, an amount determined by
the Issuer in accordance with the following formula:

Cash Settlement Amountat  Entitlement x (Strike Price - Maximum Trade Price) x One Board Lot
Mandatory Call Termination =
per Board Lot Number of CBBC(s) per Entitlement

provided that if the relevant formula above produces an amount that is equal to
or less than the determined Expenses, then no amount shall be payable. The
aggregate Cash Settlement Amount payable to a Holder shall be expressed in the
Settlement Currency and shall be rounded up to the nearest two decimal places in
the Settlement Currency.

On the occurrence of a Mandatory Call Event, the Issuer may, at its sole and
absolute discretion, elect to pay the Additional Amount and if the Issuer so elects,
the Additional Amount shall be deemed to be included in the Cash Settlement
Amount at Mandatory Call Termination as set out above.

“Additional Amount” means an amount determined by the Issuer in its absolute
and sole discretion separately for each series of CBBCs if a Mandatory Call Event
occurs, which amount may be zero. The Additional Amount shall be zero unless the
Issuer has notified the Holder of the amount of such Additional Amount in
accordance with Condition 9 at the same time notification is made as to the Cash
Settlement Amount in accordance with the requirements of the Stock Exchange.
Notwithstanding any provisions herein and any notification to be made, the Cash
Settlement Amount payable per Board Lot shall never exceed an amount equal to:
(i) the difference between the Strike Price and the Maximum Trade Price (in the
case of Bull CBBCs) or the Minimum Trade Price (in the case of Bear CBBCs) times (ii)
one Board Lot divided by (iii) Number of CBBC(s) per Entitlement;

“Closing Price” shall be the closing price of one Share (as derived from the Daily
Quotation Sheet of the Stock Exchange, subject to any adjustments (as determined
by the Issuer in accordance with these Conditions) to such closing prices as may be
necessary to reflect any capitalisation, rights issue, distribution or the like) as of the
Valuation Date;

“Entitlement” means such number of Shares as specified in the relevant
Supplemental Listing Document;

“Expenses” means all taxes, duties and/or expenses, including all applicable
depository, transaction or exercise charges, stamp duties, stamp duty reserve tax,
issue, registration, securities transfer and/or other taxes or duties, arising in
connection with (i) the Mandatory Call Termination (not applicable in the case of
Category N CBBCs) or Automatic Exercise of such CBBC and/or (ii) any payment due
following Mandatory Call Termination or Automatic Exercise in respect of such
CBBC;
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(E)

“Maximum Trade Price” means the highest Spot Price of the Share on the Stock
Exchange in the trading session in which the Mandatory Call Event has occurred
and the immediately following trading session, provided that for this purpose, (i)
the pre-opening session and the morning trading session of the Stock Exchange
shall be considered as one trading session; (ii) the afternoon trading session and
the afternoon closing auction session (if any) of the Stock Exchange shall be
considered as one trading session; (iii) in the case of half day trading, the
pre-opening session, the morning trading session and the morning closing auction
session (if any) of the Stock Exchange shall be considered as one trading session;
and (iv) if, in the determination of the Issuer, a Market Disruption Event occurs in
such trading session, the determination of the Maximum Trade Price shall be
postponed in accordance with Condition 3(E);

“Minimum Trade Price” means the lowest Spot Price of the Share on the Stock
Exchange in the trading session in which the Mandatory Call Event has occurred
and the immediately following trading session, provided that for this purpose, (i)
the pre-opening session and the morning trading session of the Stock Exchange
shall be considered as one trading session; (ii) the afternoon trading session and
the afternoon closing auction session (if any) of the Stock Exchange shall be
considered as one trading session; (iii) in the case of half day trading, the
pre-opening session, the morning trading session and the morning closing auction
session (if any) of the Stock Exchange shall be considered as one trading session;
and (iv) if, in the determination of the Issuer, a Market Disruption Event occurs in
such trading session, the determination of the Minimum Trade Price shall be
postponed in accordance with Condition 3(E);

“Price Determination Date” means the date on which the Maximum Trade Price or
the Minimum Trade Price, as the case may be, is determined by the Issuer;

“Settlement Currency” means Hong Kong dollars unless otherwise specified in the
relevant Supplemental Listing Document; and

“Valuation Date” means, subject to Condition 3(E), the Trading Day immediately
before the Expiry Date.

If the Issuer determines, in its sole discretion, that on the date originally scheduled
to be the Valuation Date or during the trading session immediately following the
trading session in which the Mandatory Call Event occurs, which is originally
scheduled to determine the Maximum Trade Price or the Minimum Trade Price (the
“Price Determination”), a Market Disruption Event has occurred, then the
Valuation Date or the Price Determination, as the case may be, shall be postponed
until the first succeeding Scheduled Trading Day or trading session, as the case may
be, on or in which there is no Market Disruption Event (notwithstanding that such
Scheduled Trading Day may fall on or after the Expiry Date), provided that if the
postponement of the Valuation Date or the Price Determination, as the case may
be, as aforesaid would result in such date or determination falling on or after the
fourth Scheduled Trading Day following the scheduled Valuation Date or Price
Determination Date, as the case may be, (the “Final Valuation Date"”), then (i) the
Final Valuation Date shall be deemed to be the Valuation Date or the Price
Determination Date, as the case may be, notwithstanding the Market Disruption
Event; and (ii) the Issuer shall determine the Closing Price or Maximum Trade Price
or Minimum Trade Price, as the case may be, of the Shares on the basis of its good
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(F)

(G)

faith estimate of such prices that would have prevailed on the Final Valuation Date
but for the Market Disruption Event, provided that if during any period (for at least
one hour) in the relevant trading session the Market Disruption Event does not
subsist, the Price Determination shall not be postponed in accordance with the
above and the prices of trades available during such period(s) shall be used for the
Price Determination. For the avoidance of doubt, no postponement will be made
in respect of any Market Disruption Event occurring during the trading session in
which the Mandatory Call Event occurs, and a postponement of Price
Determination to a later trading session would not result in the prices of trades
that occurred after the Mandatory Call Event but before the occurrence of the
Market Disruption Event being excluded from the determination of Maximum
Trade Price or Minimum Trade Price (as the case may be).

“Market Disruption Event” means the occurrence or existence of any suspension
of, or limitation imposed on, trading on the Stock Exchange in the Shares or any
options or futures contracts relating to the Shares if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material. For the
avoidance of doubt, a Market Disruption Event shall include, but shall not be
limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory;
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event in respect of the day on which it happened;

“Scheduled Trading Day"” means any day on which the Stock Exchange is scheduled
to be opened for trading for its regular trading sessions.

If as a result of an event beyond the control of the Issuer, it is not possible for the
Issuer to procure payment electronically through CCASS by crediting the relevant
bank account of the Holder on the original Settlement Date (“Settlement
Disruption Event”), the Issuer shall use its reasonable endeavours to procure
payment electronically through CCASS by crediting the relevant bank account of
the Holder as soon as reasonably practicable after the original Settlement Date.
The Issuer will not be liable to the Holder for any interest in respect of the amount
due or any loss or damage that such Holder may suffer as a result of the existence
of a Settlement Disruption Event, nor shall the Issuer be under any circumstances
be liable for any acts or defaults of CCASS in relation to the performance of its
duties in relation to the CBBCs.

These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Stock Exchange, the Issuer or its agent (including the
Transfer Agent) or nominee and the Holder and neither the Stock Exchange, the
Issuer nor its agent (including the Transfer Agent) or nominee shall owe any duty
of a fiduciary nature to the Holder.
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None of the Stock Exchange or the Issuer shall have any responsibility for any errors
or omissions in the calculation and determination of any variables published by it
or a third party and used in any calculation or determination made pursuant to
these terms and conditions (including the determination as the occurrence of the
Mandatory Call Event) or in the calculation of the Cash Settlement Amount arising
from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 3(D) above.

4  Transfer Agent

(A) Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the CBBCs is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the CBBCs and will not assume any
obligation or duty to or any relationship or agency or trust for the Holder.

(B) The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the initial Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
in Hong Kong for so long as the CBBCs are listed on the Stock Exchange. Notice of
any such termination or appointment will be given to the holder in accordance
with Condition 9.

5 Adjustments

Adjustments may be made by the Issuer to the terms of the CBBCs (including, but not
limited to (i) the Strike Price, (ii) the Call Price and/or (iii) the Entitlement) on the basis of the
following provisions:

(A) (i) If and whenever the Company shall, by way of Rights, offer new Shares for
subscription at a fixed subscription price to the holders of existing Shares pro
rata to existing holdings (a “Rights Offer”), the Strike Price, the Call Price and
the Entitlement shall be adjusted on the Business Day on which the trading in
the Shares of the Company becomes ex-entitlement in accordance with the
following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

1
X
Adjustment Factor

Adjusted Strike Price =
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(B)

(if)

(iii)

(i)

The Call Price will be adjusted to:

1
: xY
Adjustment Factor

Adjusted Call Price =

Whereas:

Adjustment Factor: _1+M
: 1+ RS XM
E: Existing Entitlement immediately prior to the relevant event giving rise
to the adjustment

X:  Existing Strike Price immediately prior to the relevant event giving rise to
the adjustment

Y: Existing Call Price immediately prior to the relevant event giving rise to
the adjustment

S:  Cum-Rights Share price, being the closing price of an existing Share, as
derived from the Daily Quotation Sheet of the Stock Exchange on the last
Business Day on which the Shares are traded on a cum-rights basis

R:  Subscription price per new Share specified in the Rights Offer plus an
amount equal to any dividends or other benefits foregone to exercise the
Right

M: Number of new Shares per existing Share (whether a whole or a fraction)
each holder of an existing Share is entitled to subscribe or have.

For the purposes of these Conditions, “Rights” means the right(s) attached to
each existing Share or needed to acquire one new Share (as the case may be)
which are given to a holder of existing Shares to subscribe at a fixed
subscription price for new Shares pursuant to the Rights Offer (whether by the
exercise of one Right, a part of a Right or an aggregate number of Rights).

The Adjusted Strike Price and the Adjusted Call Price (in each case rounded to
the nearest Hong Kong dollar 0.001) shall take effect on the same day that the
Entitlement is adjusted.

For the purposes of Conditions 5(A) and 5(B), the Issuer may determine that no
adjustment will be made if the adjustment to the Entitlement is less than one
per cent. of the Entitlement immediately prior to the adjustment, all as
determined by the Issuer.

If and whenever the Company shall make an issue of Shares credited as fully
paid to holders of Shares generally by way of capitalisation of profits or
reserves (and without any payment or other consideration being made or
given by such holders) (a “Bonus Issue”), the Entitlement, the Strike Price and
the Call Price will be adjusted, subject to Condition 5(A)(iii), on the Business
Day on which the trading in the Shares of the Company becomes ex-
entitlement in accordance with the following formulae:
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Q)

(D)

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:

1

Adjusted Strike Price = - X
Adjustment Factor

The Call Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Call Price =

Where:

Adjustment Factor: 1+ M

E: Existing Entitlement immediately prior to the Bonus Issue
X: Existing Strike Price immediately prior to the Bonus Issue
Y: Existing Call Price immediately prior to the Bonus Issue

M: Number of new Shares (whether a whole or a fraction) each holder of an
existing Share is entitled to have.

(i) The Adjusted Strike Price and the Adjusted Call Price (which shall be rounded
to the nearest Hong Kong dollar 0.001) shall take effect on the same day that
the Entitlement is adjusted.

If and whenever the Company shall subdivide its outstanding share capital into a
greater number of shares or consolidate its outstanding share capital into a smaller
number of shares, the Entitlement shall be increased and the Strike Price and the
Call Price shall be decreased (in the case of a subdivision) or the Entitlement shall
be decreased and the Strike Price and the Call Price shall be increased (in the case
of a consolidation) accordingly, in each case on the day on which the relevant
subdivision or consolidation shall have taken effect and in any event no later than
the next Business Day following the day on which the relevant subdivision or
consolidation shall have taken effect. The adjusted Strike Price and the adjusted
Call Price shall be rounded to the nearest Hong Kong dollar 0.001.

If it is announced that the Company is to or may merge or consolidate with or into
any other corporation (including becoming, by agreement or otherwise, a
subsidiary of or controlled by any person or corporation) (except where the
Company is the surviving corporation in a merger or consolidation) or that it is to
or may sell or transfer all or substantially all of its assets, the rights attaching to the
CBBCs may in the absolute discretion of the Issuer be amended no later than the
Business Day preceding the consummation of such merger, consolidation, sale or
transfer (each a “Restructuring Event”) (as determined by the Issuer in its absolute
discretion).
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(E)

The rights attaching to the CBBCs after the adjustment shall, after such
Restructuring Event, relate to the number of shares of the corporation(s) resulting
from or surviving such Restructuring Event or other securities (the “Substituted
Securities”) and/or cash offered in substitution for the affected Shares, as the case
may be, to which the holder of such number of Shares to which the CBBCs related
immediately before such Restructuring Event would have been entitled upon such
Restructuring Event. Thereafter the provisions hereof shall apply to such
Substituted Securities, provided that any Substituted Securities may, in the
absolute discretion of the Issuer, be deemed to be replaced by an amount in the
relevant currency equal to the market value or, if no market value is available, fair
value, of such Substituted Securities in each case as determined by the Issuer as
soon as practicable after such Restructuring Event is effected.

For the avoidance of doubt, any remaining Shares shall not be affected by this
paragraph (D) and, where cash is offered in substitution for Shares or is deemed to
replace Substituted Securities as described above, references in these Conditions to
the Shares shall include any such cash.

Generally, no adjustment will be made for an ordinary cash dividend (whether or
not it is offered with a script alternative). For any other forms of cash distribution
(each a "Cash Distribution”) announced by the Company, such as a cash bonus,
special dividend or extraordinary dividend, no adjustment will be made unless the
value of the Cash Distribution accounts for 2 per cent. or more of the Share’s
closing price on the day of announcement by the Company. However, the Issuer
reserves the right, at its sole discretion and without any obligation whatsoever, to
make such adjustments which shall take effect as of such date as it reasonably
believes are appropriate in circumstances where an event or events occur which the
Issuer believes (in its sole discretion and notwithstanding any adjustment
previously made by the Issuer) should, in the context of the issue of CBBCs and its
obligations hereunder, give rise to such adjustment, provided that such adjustment
is considered by the Issuer to be beneficial to the Holder generally (without
considering the individual circumstances of any Holder or the tax or other
consequences of such adjustment in any particular jurisdiction) or is required to
take account of provisions of Hong Kong law or Stock Exchange practice.

If and whenever the Company shall make a Cash Distribution credited as fully paid
to the holders of Shares generally, the Strike Price, the Call Price and the
Entitlement shall be adjusted to take effect on the Business Day on which trading
in the Shares becomes ex-entitlement (each a “Dividend Adjustment Date”) in
accordance with the following formulae:

The Entitlement will be adjusted to:

Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

Adjusted Strike Price 1
(which shall be rounded to the = : x X
nearest Hong Kong dollar 0.001) Adjustment Factor
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The Call Price will be adjusted to:

Adjusted Call Price 1
(which shall be rounded to the = : xY
nearest Hong Kong dollar 0.001) Adjustment Factor

Where:

Adjustment Factor: &
J " S_oD-0D

E: Existing Entitlement immediately prior to the relevant Cash Distribution
X:  Existing Strike Price immediately prior to the relevant Cash Distribution
Y: Existing Call Price immediately prior to the relevant Cash Distribution

S:  The closing price of a Share, as derived from the Daily Quotation Sheet of the
Stock Exchange on the Business Day immediately prior to the Dividend
Adjustment Date

OD: Amount of ordinary cash dividend per Share (applicable only if the date on
which trading in the Shares becomes ex-entitlement in respect of the ordinary
cash dividend is the same as the Dividend Adjustment Date)

CD: Amount of the relevant Cash Distribution per Share

(F) The Issuer shall determine any adjustment or amendment and its determination
shall be conclusive and binding on the Holder save in the case of manifest error.
Any such adjustment or amendment shall be set out in a notice, which shall be
given to the Holder in accordance with Condition 9 as soon as practicable after the
determination thereof.

6 Purchase by the Issuer

The Issuer and any of its affiliates may purchase CBBCs at any time on or after the date
of their issue and any CBBCs which are so purchased may be surrendered for cancellation or
offered from time to time in one or more transactions in the over-the-counter market or
otherwise at prevailing market prices or in negotiated transactions, at the discretion of the
Issuer or any such affiliate, as the case may be.

7  Global Certificate
A global certificate (the “Global Certificate”) representing the CBBCs will be deposited
within CCASS and registered in the name of HKSCC Nominees Limited or another nominee of

Hong Kong Securities Clearing Company Limited. The Global Certificate will not be
exchangeable for definitive certificates.
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8

9

Meeting of Holder; Modification

(A) Meetings of Holder. Notices for convening meetings to consider any matter

(B)

affecting the Holder’s interests will be given to the Holder in accordance with the
provisions of Condition 9.

Every question submitted to a meeting of the Holder shall be decided by poll. A
meeting may be convened by the Issuer or by the Holder holding not less than 10
per cent. of the CBBCs for the time being remaining unexercised. The quorum at
any such meeting for passing an Extraordinary Resolution will be two or more
persons (including any nominee appointed by the Holder) holding or representing
not less than 25 per cent. of the CBBCs for the time being remaining unexercised,
or at any adjourned meeting two or more persons (including any nominee
appointed by the Holder) being or representing Holder whatever the number of
CBBCs so held or represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such Holder
as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Holder shall be binding
on all the holders of the CBBCs, whether or not they are present at the meeting.

Resolutions can be passed in writing without a meeting of the Holder being held
if passed unanimously.

Where the Holder is a clearing house recognised by the Laws of Hong Kong or its
nominee(s), it may authorise such person or person(s) as it thinks fit to act as its
representative(s) or proxy(ies) at any Holders' meeting provided that, if more than
one person is so authorised, the authorisation or proxy form must specify the
number of CBBCs in respect of which each such person is so authorised. Each person
so authorised will be entitled to exercise the same powers and right, including the
right to vote on a show of hands, on behalf of the recognised clearing house or its
nominee(s) as that clearing house or its nominee(s) as if he was an individual
Holder of the CBBC.

Modification. The Issuer may, without the consent of the Holder, effect any
modification of the provisions of the CBBCs or the Instrument which is (i) not
materially prejudicial to the interests of the Holder or (ii) of a formal, minor or
technical nature, (iii) made to correct an obvious error or (iv) necessary in order to
comply with mandatory provisions of the laws or regulations of Hong Kong or such
other jurisdiction where the Shares are listed or the issuer of the Shares is
incorporated or (v) considered by the Issuer to be appropriate and such
modification is approved by the Stock Exchange. Any such modification shall be
binding on the Holder and shall be notified to them by the Issuer as soon as
practicable thereafter in accordance with Condition 9.

Notices

All notices in English and Chinese to the Holder will be validly given if published on the

HKEX website. In such circumstances, the Issuer shall not be required to dispatch copies of
the notice to the Holders.
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10 Liquidation

In the event of a liquidation or dissolution or winding up of the Company or the
appointment of a receiver or administrator or analogous person under applicable law in
respect of the whole or substantially the whole of the undertaking, property or assets of the
Company, all CBBCs will lapse and shall cease to be valid for any purpose, in the case of a
voluntary liquidation, on the effective date of the resolution and, in the case of an
involuntary liquidation or dissolution, on the date of the relevant court order or, in the case
of the appointment of a liquidator or receiver or administrator or analogous person under
applicable law in respect of the whole or substantially the whole of the undertaking,
property or assets, on the date when such appointment is effective but subject (in any such
case) to any contrary mandatory requirement of law. The Issuer shall pay a sum equal to its
good faith estimate (determined at the Issuer’s sole discretion) of the value of the CBBCs to
the Holder.

11 Delisting of Company

(A) If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall
give effect to these Conditions in such manner and make such adjustments to the
rights attaching to the CBBCs as it shall, in its absolute discretion, consider
appropriate to ensure, so far as it is reasonably able to do so, that the interests of
the Holder generally are not materially prejudiced as a consequence of such
delisting (without considering the individual circumstances of the Holder or the tax
or other consequences that may result in any particular jurisdiction).

(B) Without prejudice to the generality of Condition 11(A), where the Shares are or,
upon the delisting, become, listed on any other stock exchange, these Conditions
may, in the absolute discretion of the Issuer, be amended to the extent necessary
to allow for the substitution of that other stock exchange in place of the Stock
Exchange and the Issuer may, without the consent of the Holder, make such
adjustments to the entitlements of the Holder on exercise (including, if
appropriate, by converting foreign currency amounts at prevailing market rates
into Hong Kong dollars) as it shall consider appropriate in the circumstances.

(Q) Any such adjustment or amendment and determination made by the Issuer
pursuant to this Condition 11 shall be conclusive and binding on the Holder save in
the case of manifest error. Notice of any adjustments or amendments shall be given
to the Holder in accordance with Condition 9 as soon as practicable after they are
determined.

12 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the Holder, to
create and issue further callable bull/bear contracts, upon such terms as to issue price and
otherwise as the Issuer may determine so as to form a single series with the CBBCs.
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13 Early Termination for Extraordinary Reasons, lllegality and Force Majeure

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the CBBCs has become illegal or impractical in whole or in part for any
reason, or if the Issuer determines that, for reasons beyond its control, it is no longer legal
or practical for it to maintain its hedging arrangements with respect to the CBBCs for any
reason, the Issuer may at its discretion and without obligation terminate the CBBCs early by
giving notice to the Holders in accordance with Condition 9.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

If the Issuer terminates the CBBCs early, then the Issuer will, if and to the extent
permitted by applicable law, pay an amount to each Holder in respect of each CBBC held by
such holder equal to the fair market value of a CBBC notwithstanding such illegality or
impracticality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Holders in accordance with Condition 9.

14 Governing Law

The CBBCs and the Instrument will be governed by and construed in accordance with the
laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Holder (by its acquisition of the CBBCs) shall be deemed
to have submitted for all purposes in connection with the CBBCs and the Instrument to the
non-exclusive jurisdiction of the courts of Hong Kong.

15 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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TERMS AND CONDITIONS OF THE CBBCs RELATING TO AN INDEX

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of CBBCs may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of CBBCs. Capitalised terms used in these master
terms and conditions and not otherwise defined therein shall have the meaning given to
them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A) The callable bull/bear contracts or “CBBCs” (which expression shall, unless the
context otherwise requires, include any further CBBCs issued pursuant to Condition
10) relating to the Index as published by the Index Sponsor are issued in registered
form subject to and with the benefit of the Instrument, made by Standard
Chartered Bank (the "lIssuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 9 from time to time. The Holders (as hereinafter
defined) are entitled to the benefit of, are bound by and are deemed to have
notice of, all the provisions of the Instrument.

(B) The settlement obligations of the Issuer in respect of the CBBCs represent general
unsecured contractual obligations of the Issuer and of no other person which rank,
and will rank, equally among themselves and pari passu with all other present and
future unsecured and unsubordinated contractual obligations of the Issuer, except
for obligations accorded preference by mandatory provisions of applicable law.

CBBCs represent general contractual obligations of the Issuer, and are not, nor is it
the intention (expressed, implicit or otherwise) of the Issuer to create by the issue
of CBBCs deposit liabilities of the Issuer or a debt obligation of any kind.

(C) Transfers of CBBCs may be effected only in a Board Lot or integral multiples thereof
in the Central Clearing and Settlement System (“CCASS"”) in accordance with the
General Rules of CCASS and the CCASS Operational Procedures in effect from time
to time.

(D) Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the CBBCs (which shall be HKSCC Nominees
Limited or another nominee of Hong Kong Securities Clearing Company Limited for
so long as the CBBCs are accepted as eligible securities in CCASS). The expression
“Holder” shall be construed accordingly.
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(E)

Trading in CBBCs on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) shall be suspended after the occurrence of a Mandatory Call Event in
accordance with the rules of the Stock Exchange. None of the Stock Exchange, the
Issuer, the Index Sponsor nor any of its affiliates shall have any responsibility
towards the Holder for any losses suffered in connection with the determination of
a Mandatory Call Event, whether or not such losses are a result of the suspension
of trading of the CBBCs, notwithstanding that such suspension may have occurred
as a result of an error in the determination of the event.

2 CBBCs Rights and Expenses

(A) Every Board Lot of the CBBCs entitles the Holder to payment of the Cash Settlement

(B)

(@

Amount (if any) less the determined Expenses in accordance with Condition 3. If
the Cash Settlement Amount is equal to or less than the determined Expenses, no
amount is payable by the Issuer.

The Holder will be required to pay the Expenses in respect of the Mandatory Call
Termination or Automatic Exercise of the CBBCs. To effect such payment, an
amount equivalent to the Expenses will be deducted by the Issuer from the Cash
Settlement Amount in accordance with Condition 3(D). Any Expenses which have
not been determined by the Issuer on the Level Determination Date or the
Valuation Date (as the case may be) shall be notified as soon as practicable after
determination thereof by the Issuer to the Holder and shall be paid by the Holder
forthwith in immediately available funds no later than 3 Business Days after the
Holder receives notice of any unpaid Expenses.

An irrevocable authorisation is deemed to be given to the Issuer to debit any
determined Expenses from the Cash Settlement Amount.

3  Mandatory Call Termination and Automatic Exercise

(A) Upon the occurrence of a Mandatory Call Event, the CBBCs will terminate

automatically on the Mandatory Call Event Date (“Mandatory Call Termination”)
and the Issuer will give notice of the occurrence of the Mandatory Call Event to the
Holders in accordance with Condition 9. Where the Mandatory Call Event occurs in
a continuous trading session of the Stock Exchange, all trades of CBBCs concluded
in that continuous trading session after the time at which the Mandatory Call Event
occurs will be cancelled. Where the Mandatory Call Event occurs in a pre-opening
session or a closing auction session (if any) of the Stock Exchange, all auction trades
of CBBCs concluded in that pre-opening session or closing auction session (if any)
(as the case may be) and all manual trades of CBBCs concluded after the end of the
relevant pre-order matching period will be cancelled.

Whereas:
“Business Day” means a day (other than a Saturday or Sunday) on which the Stock
Exchange is open for dealings in Hong Kong and banks are open in Hong Kong for
business;
“Mandatory Call Event” occurs when, subject to any adjustment as provided in

Condition 5, the level of the Index at any time on a Trading Day during the
Observation Period as published by the Index Sponsor is for the first time in the
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(B)

(0

(D)

Observation Period (in the case of a series of Bull CBBCs) at or below the Call Level
or (in the case of a series of Bear CBBCs) at or above the Call Level, the time
assigned to the relevant published Index level being the time of the occurrence of
the Mandatory Call Event;

“Mandatory Call Event Date” means the date on which the Mandatory Call Event
occurs;

“Observation End Date” means the Business Day immediately before the Expiry
Date;

“Observation Period” means the period from and including the Observation Start
Date to and including the Observation End Date;

“Observation Start Date” means the date on which dealings in the CBBCs on the
Stock Exchange first commence;

“Settlement Day” has the meaning ascribed to the term “Settlement Day” in the
General Rules of CCASS and the CCASS Operational Procedures in effect from time
to time, subject to such modification and amendment prescribed by Hong Kong
Securities Clearing Company Limited from time to time;

“Trading Day” means any day that is (or, but for the occurrence of a Market
Disruption Event, would have been) a trading day on the Stock Exchange; and

“Valuation Date” means the date specified as such in the Supplemental Listing
Document.

Any CBBCs with respect to which a Mandatory Call Event has not occurred on or
prior to the Observation End Date shall be deemed automatically exercised at 10
a.m. (Hong Kong time) on the Expiry Date (“Automatic Exercise”).

Following the Mandatory Call Event Date or the Expiry Date, the Global Certificate
will be cancelled.

Following a Mandatory Call Termination or an Automatic Exercise in accordance
with Conditions 3(A) or 3(B), the Issuer will as soon as practicable and on a date no
later than the third Settlement Day following the Level Determination Date or the
Valuation Date, as the case may be (the “Settlement Date”) in accordance with
these Conditions procure payment of the aggregate Cash Settlement Amounts, for
all CBBCs terminated or deemed automatically exercised in favour of the Holder as
appearing in the register kept by or on behalf of the Issuer.

Any payment of the Cash Settlement Amount made pursuant to this Condition 3(D)
shall be delivered at the risk and expense of the Holder to the Holder as recorded
on the register, or such bank, broker or agent in Hong Kong (if any) as directed by
the Holder.
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Whereas:

“Cash Settlement Amount” per Board Lot means, subject to adjustment as
provided in Condition 5:

(i)

(if)

In the case of a series of Bull CBBCs:

(@) If no Mandatory Call Event has occurred, an amount determined by the
Issuer in accordance with the following formula:

Cash Settlement Amount

oer Board Lot = (Closing Level - Strike Level) x Index Currency Amount

In respect of Category N CBBCs

(b) If a Mandatory Call Event has occurred and the Bull CBBCs are terminated
following a Mandatory Call Event, zero.

In respect of Category R CBBCs

(c) If a Mandatory Call Event has occurred and the Bull CBBCs are terminated
following a Mandatory Call Event, an amount determined by the Issuer in
accordance with the following formula:
Cash Settlement Amount at

Mandatory Call Termination = (Minimum Trade Level - Strike Level) x Index Currency Amount
per Board Lot

In the case of a series of Bear CBBCs:

(a) If no Mandatory Call Event has occurred, an amount determined by the
Issuer in accordance with the following formula:

Cash Settlement Amount

per Board Lot = (Strike Level - Closing Level) x Index Currency Amount

In respect of Category N CBBCs

(b) If a Mandatory Call Event has occurred and the Bear CBBCs are
terminated following a Mandatory Call Event, zero.

In respect of Category R CBBCs

(c) If a Mandatory Call Event has occurred and the Bear CBBCs are
terminated following a Mandatory Call Event, an amount determined by
the Issuer in accordance with the following formula:
Cash Settlement Amount at

Mandatory Call Termination = (Strike Level - Maximum Trade Level) x Index Currency Amount
per Board Lot
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provided that if the relevant formula above produces an amount that is equal to
or less than the determined Expenses, then no amount shall be payable. The
aggregate Cash Settlement Amount payable to a Holder shall be expressed in the
Settlement Currency and shall be rounded up to the nearest two decimal places in
the Settlement Currency.

On the occurrence of a Mandatory Call Event, the Issuer may, at its sole and
absolute discretion, elect to pay the Additional Amount and if the Issuer so elects,
the Additional Amount shall be deemed to be included in the Cash Settlement
Amount at Mandatory Call Termination as set out above.

“Additional Amount” means an amount determined by the Issuer in its absolute
and sole discretion separately for each series of CBBCs if a Mandatory Call Event
occurs, which amount may be zero. The Additional Amount shall be zero unless the
Issuer has notified the Holder of the amount of such Additional Amount in
accordance with Condition 9 at the same time notification is made as to the Cash
Settlement Amount in accordance with the requirements of the Stock Exchange.
Notwithstanding any provisions herein and any notification to be made, the Cash
Settlement Amount payable per Board Lot shall never exceed an amount equal to:
(i) the Index Currency Amount times (ii) the difference between the Strike Level
and the Maximum Trade Level (in the case of Bull CBBCs) or the Minimum Trade
Level (in the case of Bear CBBCs);

“Closing Level” means the level of the Index calculated for the purpose of final
settlement of the Futures Contract as specified in the relevant Supplemental Listing
Document;

“Expenses” means all taxes, duties and/or expenses, including all applicable
depository, transaction or exercise charges, stamp duties, stamp duty reserve tax,
issue, registration, securities transfer and/or other taxes or duties, arising in
connection with (i) the Mandatory Call Termination (not applicable in the case of
Category N CBBCs) or Automatic Exercise of such CBBC and/or (ii) any payment due
following Mandatory Call Termination or Automatic Exercise in respect of such
CBBC;

“Level Determination Date” means the date on which the Maximum Trade Level or
the Minimum Trade Level, as the case may be, is determined by the Issuer;

“Maximum Trade Level” means the highest level of the Index published by the
Index Sponsor in the trading session in which the Mandatory Call Event has
occurred and the immediately following trading session, provided that for this
purpose, (i) the pre-opening session (if any) and the morning trading session of the
Stock Exchange shall be considered as one trading session; (ii) the afternoon
trading session and the afternoon closing auction session (if any) of the Stock
Exchange shall be considered as one trading session; (iii) in the case of half day
trading, the pre-opening session (if any), the morning trading session and the
morning closing auction session (if any) of the Stock Exchange shall be considered
as one trading session; and (iv) if, in the determination of the Issuer, a Market
Disruption Event occurs in such trading session, the determination of the Maximum
Trade Level shall be postponed in accordance with Condition 3(E);
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(E)

(F)

“Minimum Trade Level” means the lowest level of the Index published by the Index
Sponsor in the trading session in which the Mandatory Call Event has occurred and
the immediately following trading session, provided that for this purpose, (i) the
pre-opening session (if any) and the morning trading session of the Stock Exchange
shall be considered as one trading session; (ii) the afternoon trading session and
the afternoon closing auction session (if any) of the Stock Exchange shall be
considered as one trading session; (iii) in the case of half day trading, the
pre-opening session (if any), the morning trading session and the morning closing
auction session (if any) of the Stock Exchange shall be considered as one trading
session; and (iv) if, in the determination of the Issuer, a Market Disruption Event
occurs in such trading session, the determination of the Minimum Trade Level shall
be postponed in accordance with Condition 3(E); and

"Settlement Currency” means Hong Kong dollars unless otherwise specified in the
relevant Supplemental Listing Document.

If the Issuer determines, in its sole discretion, that during the trading session
immediately following the trading session in which the Mandatory Call Event
occurs, which is originally scheduled to determine the Maximum Trade Level or the
Minimum Trade Level (the “Level Determination”), a Market Disruption Event has
occurred, then the Level Determination shall be postponed until the first
succeeding trading session in which there is no Market Disruption Event, provided
that if the postponement of the Level Determination as aforesaid would result in
such determination falling on or after the fourth Scheduled Trading Day following
the scheduled Level Determination Date (the “Final Valuation Date"”), then (i) the
Final Valuation Date shall be deemed to be the Level Determination Date
notwithstanding the Market Disruption Event; and (ii) the Issuer shall determine
the Maximum Trade Level or Minimum Trade Level, as the case may be, on the basis
of its good faith estimate of the Index levels that would have prevailed on the Final
Valuation Date but for the Market Disruption Event, provided that the Issuer, if
applicable, may, but shall not be obliged to, determine such Index levels by having
regard to the manner in which futures contracts relating to the Index are
calculated, provided that if during any period (for at least one hour) in the relevant
trading session the Market Disruption Event does not subsist, the Level
Determination shall not be postponed in accordance with the above and the
published Index levels during such period(s) shall be used for the Level
Determination. For the avoidance of doubt, no postponement will be made in
respect of any Market Disruption Event occurring during the trading session in
which the Mandatory Call Event occurs, and a postponement of Level
Determination to a later trading session would not result in the Index levels that
were published after the Mandatory Call Event but before the occurrence of the
Market Disruption Event being excluded from the determination of Maximum
Trade Level or Minimum Trade Level (as the case may be).

If the Issuer determines, in its sole discretion, that on the Valuation Date a Market
Disruption Event has occurred, then the Issuer shall determine the Closing Level on
the basis of its good faith estimate of the Closing Level that would have prevailed
on the Valuation Date but for the Market Disruption Event, provided that the
Issuer may, but shall not be obliged to, determine such Closing Level by having
regard to the manner in which futures contracts relating to the Index are
calculated.
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(G)

(H)

“Market Disruption Event” means the occurrence or existence, of any of:

(i) the suspension or material limitation of the trading of a material number of
securities that comprise the Index; or

(i) the suspension or material limitation of the trading of securities on the Stock
Exchange; or

(iii) the suspension or material limitation of the trading of (a) options or futures
relating to the Index or (b) options or futures generally on any options and/or
future exchanges on which options relating to the Index are traded; or

(iv) the imposition of any exchange controls in respect of any currencies involved
in determining the Cash Settlement Amount.

For the avoidance of doubt, a Market Disruption Event shall include, but shall not
be limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory;
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event in respect of the day on which it happened.

For the purposes of this definition, (i) the limitation on the number of hours or days
of trading will not constitute a Market Disruption Event if it results from an
announced change in the regular business hours of any exchange, and (ii) a
l[imitation on trading imposed by reason of the movements in price exceeding the
levels permitted by any relevant exchange will constitute a Market Disruption
Event.

“Scheduled Trading Day” means any day on which the Stock Exchange is scheduled
to be opened for trading for its regular trading sessions.

If as a result of an event beyond the control of the Issuer, it is not possible for the
Issuer to procure payment electronically through CCASS by crediting the relevant
bank account of the Holder on the original Settlement Date (“Settlement
Disruption Event”), the Issuer shall use its reasonable endeavours to procure
payment electronically through CCASS by crediting the relevant bank account of
the Holder as soon as reasonably practicable after the original Settlement Date.
The Issuer will not be liable to the Holder for any interest in respect of the amount
due or any loss or damage that such Holder may suffer as a result of the existence
of a Settlement Disruption Event, nor shall the Issuer be under any circumstances
be liable for any acts or defaults of CCASS in relation to the performance of its
duties in relation to the CBBCs.

These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Stock Exchange, the Issuer, the Index Sponsor, or its
agent (including the Transfer Agent) or nominee and the Holder and neither the
Stock Exchange, the Issuer, the Index Sponsor, nor its agent (including the Transfer
Agent) or nominee shall owe any duty of a fiduciary nature to the Holder.
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None of the Stock Exchange, the Issuer, or the Index Sponsor shall have any
responsibility for any errors or omissions in the calculation and determination of
any variables published by it or a third party and used in any calculation or
determination made pursuant to these terms and conditions (including the
determination as to the occurrence of the Mandatory Call Event) or in the
calculation of the Cash Settlement Amount arising from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 3(D) above.

Transfer Agent

(A)

(B)

Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the CBBCs is set out below. The Transfer Agent
will be acting as agent of the Issuer in respect of the CBBCs and will not assume any
obligation or duty to or any relationship or agency or trust for the Holder.

The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the initial Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
in Hong Kong for so long as the CBBCs are listed on the Stock Exchange. Notice of
any such termination or appointment will be given to the holder in accordance
with Condition 9.

Adjustments

(A)

(B)

If the Index is (i) not calculated and announced by the Index Sponsor but is
calculated and published by a successor to the Index Sponsor (the “Successor Index
Sponsor”) acceptable to the Issuer or (ii) replaced by a successor index using, in the
determination of the Issuer, the same or a substantially similar formula for and
method of calculation as used in the calculation of the Index, then the Index will
be deemed to be the index so calculated and announced by the Successor Index
Sponsor or that successor index, as the case may be.

If (i) on or prior to the Valuation Date the Index Sponsor or (if applicable) the
Successor Index Sponsor makes a material change in the formula for or the method
of calculating the Index or in any other way materially modifies the Index (other
than a modification prescribed in that formula or method to maintain the Index in
the event of changes in constituent stock, contracts or commodities and other
routine events), or (ii) on the Valuation Date the Index Sponsor or (if applicable)
the Successor Index Sponsor fails to calculate and publish the Index, then the Issuer
shall determine the Closing Level using, in lieu of the level of the Index calculated
for the purpose of final settlement of the contract specified in the Supplemental
Listing Document, the level for the Index as at the Valuation Date as determined
by the Issuer in accordance with the formula for and method of calculating the
Index last in effect prior to the change or failure, but using only those
securities/commodities that comprised the Index immediately prior to that change
or failure (other than those securities that have since ceased to be listed on the
relevant exchange).
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(o)

(D)

Adjustments will not be made in any other circumstances including, without
limitation, the payment of a cash or scrip dividend by any of the issuers of the
securities constituting the Index. However, the Issuer reserves the right, at its sole
discretion and without any obligation whatsoever, to make such adjustments which
shall take effect as of such date as it reasonably believes are appropriate in
circumstances where an event or events occur which the Issuer believes (in its sole
discretion and notwithstanding any adjustment previously made by the lIssuer)
should, in the context of the issue of the CBBCs and its obligations hereunder, give
rise to such adjustment, provided that such adjustment is considered by the Issuer
to be beneficial to the Holders generally (without considering the individual
circumstances of any Holder or the tax or other consequences of such adjustment
in any particular jurisdiction) or is required to take account of provisions of Hong
Kong law or Stock Exchange practice or is approved by the Stock Exchange.

All determinations made by the Issuer pursuant hereto will be conclusive and
binding on the Holders. The Issuer will give, or procure that there is given, notice
as soon as practicable of any determinations by publication in accordance with
Condition 9.

6 Purchase by the Issuer

The Issuer and any of its affiliates may purchase CBBCs at any time on or after the date
of their issue and any CBBCs which are so purchased may be surrendered for cancellation or
offered from time to time in one or more transactions in the over-the-counter market or
otherwise at prevailing market prices or in negotiated transactions, at the discretion of the
Issuer or any such affiliate, as the case may be.

7 Global Certificate

A global certificate (the “Global Certificate”) representing the CBBCs will be deposited
within CCASS and registered in the name of HKSCC Nominees Limited or another nominee of
Hong Kong Securities Clearing Company Limited. The Global Certificate will not be
exchangeable for definitive certificates.

8 Meeting of Holder; Modification

(a)

Meetings of Holder. Notices for convening meetings to consider any matter
affecting the Holder's interests will be given to the Holder in accordance with the
provisions of Condition 9.

Every question submitted to a meeting of the Holder shall be decided by poll. A
meeting may be convened by the Issuer or by the Holder holding not less than 10
per cent. of the CBBCs for the time being remaining unexercised. The quorum at
any such meeting for passing an Extraordinary Resolution will be two or more
persons (including any nominee appointed by the Holder) holding or representing
not less than 25 per cent. of the CBBCs for the time being remaining unexercised,
or at any adjourned meeting two or more persons (including any nominee
appointed by the Holder) being or representing Holder whatever the number of
CBBCs so held or represented.
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A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such Holder
as, being entitled to do so, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Holder shall be binding
on all the holders of the CBBCs, whether or not they are present at the meeting.

Resolutions can be passed in writing without a meeting of the Holder being held
if passed unanimously.

Where the Holder is a clearing house recognised by the Laws of Hong Kong or its
nominee(s), it may authorise such person or person(s) as it thinks fit to act as its
representative(s) or proxy(ies) at any Holders' meeting provided that, if more than
one person is so authorised, the authorisation or proxy form must specify the
number of CBBCs in respect of which each such person is so authorised. Each person
so authorised will be entitled to exercise the same powers and right, including the
right to vote on a show of hands, on behalf of the recognised clearing house or its
nominee(s) as that clearing house or its nominee(s) as if he was an individual
Holder of the CBBC.

(b) Modification. The Issuer may, without the consent of the Holder, effect any
modification of the provisions of the CBBCs or the Instrument which is (i) not
materially prejudicial to the interests of the Holder or (ii) of a formal, minor or
technical nature, (iii) made to correct an obvious error or (iv) necessary in order to
comply with mandatory provisions of the laws or regulations of Hong Kong; or (v)
considered by the Issuer to be appropriate and such modification is approved by
the Stock Exchange. Any such modification shall be binding on the Holder and shall
be notified to them by the Issuer as soon as practicable thereafter in accordance
with Condition 9.

9 Notices

All notices in English and Chinese to the Holder will be validly given if published on the
HKEX website. In such circumstances, the Issuer shall not be required to dispatch copies of
the notice to the Holders.

10 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the Holder, to
create and issue further callable bull/bear contracts, upon such terms as to issue price and
otherwise as the Issuer may determine so as to form a single series with the CBBCs.

11 Early Termination for Extraordinary Reasons, lllegality and Force Majeure

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the CBBCs has become illegal or impractical in whole or in part for any
reason, or if the Issuer determines that, for reasons beyond its control, it is no longer legal
or practical for it to maintain its hedging arrangements with respect to the CBBCs for any
reason, the Issuer may at its discretion and without obligation terminate the CBBCs early by
giving notice to the Holders in accordance with Condition 9.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.
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If the Issuer terminates the CBBCs early, then the Issuer will, if and to the extent
permitted by applicable law, pay an amount to each Holder in respect of each CBBC held by
such holder equal to the fair market value of a CBBC notwithstanding such illegality or
impracticality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Holders in accordance with Condition 9.

12 Governing Law

The CBBCs and the Instrument will be governed by and construed in accordance with the
laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Holder (by its acquisition of the CBBCs) shall be deemed
to have submitted for all purposes in connection with the CBBCs and the Instrument to the
non-exclusive jurisdiction of the courts of Hong Kong.

13 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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TERMS AND CONDITIONS OF THE CBBCs
RELATING TO THE UNITS OF A FUND OR TRUST

These master terms and conditions will, together with the supplemental provisions
contained in the relevant supplemental listing document and subject to completion and
amendment, be endorsed on the back of the relevant global certificate. The applicable
supplemental listing document in relation to the issue of any series of CBBCs may specify
other terms and conditions which shall, to the extent so specified or to the extent
inconsistent with these master terms and conditions, replace or modify these master terms
and conditions for the purpose of such series of CBBCs. Capitalised terms used in these master
terms and conditions and not otherwise defined therein shall have the meaning given to
them in the relevant supplemental listing document.

1 Form; Status; Transfer and Title

(A)

(B)

(®)

(D)

(E)

The callable bull/bear contracts or "CBBCs” (which expression shall, unless the
context otherwise requires, include any further CBBCs issued pursuant to Condition
12) relating to the Units of the Fund or Trust are issued in registered form subject
to and with the benefit of the Instrument made by Standard Chartered Bank (the
“lssuer”).

A copy of the Instrument is available for inspection at 15th Floor, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong or such other place as
notified pursuant to Condition 9 from time to time. The Holders (as hereinafter
defined) are entitled to the benefit of, are bound by and are deemed to have
notice of, all the provisions of the Instrument.

The settlement obligations of the Issuer in respect of the CBBCs represent general
unsecured contractual obligations of the Issuer and of no other person which rank,
and will rank, equally among themselves and pari passu with all other present and
future unsecured and unsubordinated contractual obligations of the Issuer, except
for obligations accorded preference by mandatory provisions of applicable law.

CBBCs represent general contractual obligations of the Issuer, and are not, nor is it
the intention (expressed, implicit or otherwise) of the Issuer to create by the issue
of CBBCs deposit liabilities of the Issuer or a debt obligation of any kind.

Transfers of CBBCs may be effected only in a Board Lot or integral multiples thereof
in the Central Clearing and Settlement System (“CCASS") in accordance with the
General Rules of CCASS and the CCASS Operational Procedures in effect from time
to time.

Each person who is for the time being shown in the register kept by or on behalf
of the Issuer outside of Hong Kong as the holder shall be treated by the Issuer as
the absolute owner and holder of the CBBCs (which shall be HKSCC Nominees
Limited or another nominee of Hong Kong Securities Clearing Company Limited for
so long as the CBBCs are accepted as eligible securities in CCASS). The expression
“Holder"” shall be construed accordingly.

Trading in CBBCs on The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) shall be suspended after the occurrence of a Mandatory Call Event in
accordance with the rules of the Stock Exchange. None of the Stock Exchange, the
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Issuer nor any of its affiliates shall have any responsibility towards the Holder for
any losses suffered in connection with the determination of a Mandatory Call
Event, whether or not such losses are a result of the suspension of trading of the
CBBCs, notwithstanding that such suspension may have occurred as a result of an
error in the determination of the event.

2 CBBCs Rights and Expenses

(A) Every Board Lot of the CBBCs entitles the Holder to payment of the Cash Settlement

(B)

(o)

Amount (if any) less the determined Expenses in accordance with Condition 3. If
the Cash Settlement Amount is equal to or less than the determined Expenses, no
amount is payable by the Issuer.

The Holder will be required to pay the Expenses in respect of the Mandatory Call
Termination or Automatic Exercise of the CBBCs. To effect such payment, an
amount equivalent to the Expenses will be deducted by the Issuer from the Cash
Settlement Amount in accordance with Condition 3(D). Any Expenses which have
not been determined by the Issuer on the Price Determination Date or the
Valuation Date (as the case may be) shall be notified as soon as practicable after
determination thereof by the Issuer to the Holder and shall be paid by the Holder
forthwith in immediately available funds no later than 3 Business Days after the
Holder receives notice of any unpaid Expenses.

An irrevocable authorisation is deemed to be given to the Issuer to debit any
determined Expenses from the Cash Settlement Amount.

3  Mandatory Call Termination and Automatic Exercise

(A) Upon the occurrence of a Mandatory Call Event, the CBBCs will terminate

automatically on the Mandatory Call Event Date (“Mandatory Call Termination”)
and the Issuer will give notice of the occurrence of the Mandatory Call Event to the
Holders in accordance with Condition 9. Where the Mandatory Call Event occurs in
a continuous trading session of the Stock Exchange, all trades of CBBCs concluded
in that continuous trading session after the time at which the Mandatory Call Event
occurs will be cancelled. Where the Mandatory Call Event occurs in a pre-opening
session or a closing auction session (if any) of the Stock Exchange, all auction trades
of CBBCs concluded in that pre-opening session or closing auction session (if any)
(as the case may be) and all manual trades of CBBCs concluded after the end of the
relevant pre-order matching period will be cancelled.

Whereas:

“Business Day” means a day (other than a Saturday or Sunday) on which the Stock
Exchange is open for dealings in Hong Kong and banks are open in Hong Kong for
business;

“Mandatory Call Event” occurs when, subject to any adjustment as provided in
Condition 5, the Spot Price of the Units at any time on a Trading Day during the
Observation Period is for the first time in the Observation Period (in the case of a
series of Bull CBBCs) at or below the Call Price or (in the case of a series of Bear
CBBCs) at or above the Call Price;

“Mandatory Call Event Date” means the date on which the Mandatory Call Event
occurs;
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(B)

(@)

(D)

“Observation End Date” means the Business Day immediately before the Expiry
Date;

“"Observation Period” means the period from and including the Observation Start
Date to and including the Observation End Date;

“Observation Start Date” means the date on which dealings in the CBBCs on the
Stock Exchange first commence;

“Settlement Day” has the meaning ascribed to the term “Settlement Day” in the
General Rules of CCASS and the CCASS Operational Procedures in effect from time
to time, subject to such modification and amendment prescribed by Hong Kong
Securities Clearing Company Limited from time to time;

“Spot Price” means:

(i) inrespect of a continuous trading session of the Stock Exchange, the price per
Unit concluded by means of automatic order matching on the Stock Exchange
as reported in the official real-time dissemination mechanism for the Stock
Exchange during a continuous trading session of the Stock Exchange in
accordance with the Rules and Regulations of the Exchange (“Trading Rules”),
excluding direct business (as defined in the Trading Rules); and

(i) in respect of a pre-opening session or a closing auction session (if any) of the
Stock Exchange, as the case may be, the final Indicative Equilibrium Price (as
defined in the Trading Rules) of the Unit (if any) calculated at the end of the
pre-order matching period of such pre-opening session or closing auction
session (if any), as the case may be, in accordance with the Trading Rules,
excluding direct business (as defined in the Trading Rules),

subject to such modification and amendment prescribed by the Stock Exchange
from time to time; and

“Trading Day” means any day that is (or, but for the occurrence of a Market
Disruption Event, would have been) a trading day on the Stock Exchange.

Any CBBCs with respect to which a Mandatory Call Event has not occurred on or
prior to the Observation End Date shall be deemed automatically exercised at 10
a.m. (Hong Kong time) on the Expiry Date (“Automatic Exercise"”).

Following the Mandatory Call Event Date or the Expiry Date, the Global Certificate
will be cancelled.

Following a Mandatory Call Termination or an Automatic Exercise in accordance
with Conditions 3(A) or 3(B), the Issuer will as soon as practicable and on a date no
later than the third Settlement Day following the Price Determination Date or the
Valuation Date, as the case may be (the “Settlement Date”) in accordance with
these Conditions procure payment of the aggregate Cash Settlement Amounts for
all CBBCs terminated or deemed automatically exercised in favour of the Holder as
appearing in the register kept by or on behalf of the Issuer.

Any payment of the Cash Settlement Amount made pursuant to this Condition 3(D)
shall be delivered at the risk and expense of the Holder to the Holder as recorded
on the register, or such bank, broker or agent in Hong Kong (if any) as directed by
the Holder.
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Whereas:

“Cash Settlement Amount” per Board Lot means, subject to adjustment as
provided in Condition 5:

(i) In the case of a series of Bull CBBCs:

(a) If no Mandatory Call Event has occurred, an amount determined by the
Issuer in accordance with the following formula:

Cash Settlement Amount per Entitlement x (Closing Price - Strike Price) x One Board Lot
Board Lot B Number of CBBC(s) per Entitlement

In respect of Category N CBBCs

(b) If a Mandatory Call Event has occurred and the Bull CBBCs are terminated
following a Mandatory Call Event, zero.

In respect of Category R CBBCs

(c) If a Mandatory Call Event has occurred and the Bull CBBCs are terminated
following a Mandatory Call Event, an amount determined by the Issuer in
accordance with the following formula:

Cash Settlement Amountat  gptitlement x (Minimum Trade Price - Strike Price) x One Board Lot
Mandatory Call Termination =
per Board Lot Number of CBBC(s) per Entitlement

(ii) In the case of a series of Bear CBBCs:

(a) If no Mandatory Call Event has occurred, an amount determined by the
Issuer in accordance with the following formula:

Cash Settlement Amount Entitlement x (Strike Price - Closing Price) x One Board Lot

per Board Lot B Number of CBBC(s) per Entitlement

In respect of Category N CBBCs

(b) If a Mandatory Call Event has occurred and the Bear CBBCs are
terminated following a Mandatory Call Event, zero.

In respect of Category R CBBCs

(c) If a Mandatory Call Event has occurred and the Bear CBBCs are
terminated following a Mandatory Call Event, an amount determined by
the Issuer in accordance with the following formula:

Cash Settlement Amount at Entitlement x (Strike Price - Maximum Trade Price) x One Board Lot
Mandatory Call Termination =
per Board Lot Number of CBBC(s) per Entitlement
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provided that if the relevant formula above produces an amount that is equal to
or less than zero, then no Cash Settlement Amount shall be payable. The aggregate
Cash Settlement Amount payable to a Holder shall be expressed in the Settlement
Currency and shall be rounded up to the nearest two decimal places in the
Settlement Currency.

On the occurrence of a Mandatory Call Event, the Issuer may, at its sole and
absolute discretion, elect to pay the Additional Amount and if the Issuer so elects,
the Additional Amount shall be deemed to be included in the Cash Settlement
Amount at Mandatory Call Termination as set out above.

“Additional Amount” means an amount determined by the Issuer in its absolute
and sole discretion separately for each series of CBBCs if a Mandatory Call Event
occurs, which amount may be zero. The Additional Amount shall be zero unless the
Issuer has notified the Holder of the amount of such Additional Amount in
accordance with Condition 9 at the same time notification is made as to the Cash
Settlement Amount in accordance with the requirements of the Stock Exchange.
Notwithstanding any provisions herein and any notification to be made, the Cash
Settlement Amount payable per Board Lot shall never exceed an amount equal to:
(i) the difference between the Strike Price and the Maximum Trade Price (in the
case of Bull CBBCs) or the Minimum Trade Price (in the case of Bear CBBCs) times (ii)
one Board Lot divided by (iii) Number of CBBC(s) per Entitlement;

“Closing Price” shall be the closing price of one Unit (as derived from the Daily
Quotation Sheet of the Stock Exchange, subject to any adjustments (as determined
by the Issuer in accordance with these Conditions) to such closing prices as may be
necessary to reflect any capitalisation, rights issue, distribution or the like) as of the
Valuation Date;

“Entitlement” means such number of Units as specified in the relevant
Supplemental Listing Document;

“Expenses” means all taxes, duties and/or expenses, including all applicable
depository, transaction or exercise charges, stamp duties, stamp duty reserve tax,
issue, registration, securities transfer and/or other taxes or duties, arising in
connection with (i) the Mandatory Call Termination (not applicable in the case of
Category N CBBCs) or Automatic Exercise of such CBBC and/or (ii) any payment due
following Mandatory Call Termination or Automatic Exercise in respect of such
CBBC;

“Maximum Trade Price” means the highest Spot Price of one Unit on the Stock
Exchange in the trading session in which the Mandatory Call Event has occurred
and the immediately following trading session, provided that for this purpose, (i)
the pre-opening session and the morning trading session of the Stock Exchange
shall be considered as one trading session; (ii) the afternoon trading session and
the afternoon closing auction session (if any) of the Stock Exchange shall be
considered as one trading session; (iii) in the case of half day trading, the
pre-opening session, the morning trading session and the morning closing auction
session (if any) of the Stock Exchange shall be considered as one trading session;
and (iv) if, in the determination of the Issuer, a Market Disruption Event occurs in
such trading session, the determination of the Maximum Trade Price shall be
postponed in accordance with Condition 3(E);
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(E)

“Minimum Trade Price” means the lowest Spot Price of one Unit on the Stock
Exchange in the trading session in which the Mandatory Call Event has occurred
and the immediately following trading session, provided that for this purpose, (i)
the pre-opening session and the morning trading session of the Stock Exchange
shall be considered as one trading session; (ii) the afternoon trading session and
the afternoon closing auction session (if any) of the Stock Exchange shall be
considered as one trading session; (iii) in the case of half day trading, the
pre-opening session, the morning trading session and the morning closing auction
session (if any) of the Stock Exchange shall be considered as one trading session;
and (iv) if, in the determination of the Issuer, a Market Disruption Event occurs in
such trading session, the determination of the Minimum Trade Price shall be
postponed in accordance with Condition 3(E);

“Price Determination Date” means the date on which the Maximum Trade Price or
the Minimum Trade Price, as the case may be, is determined by the Issuer;

"Settlement Currency” means Hong Kong dollars unless otherwise specified in the
relevant Supplemental Listing Document; and

“Valuation Date” means, subject to Condition 3(E), the Business Day immediately
before the Expiry Date.

If the Issuer determines, in its sole discretion, that on the date originally scheduled
to be the Valuation Date or during the trading session immediately following the
trading session in which the Mandatory Call Event occurs, which is originally
scheduled to determine the Maximum Trade Price or the Minimum Trade Price (the
“Price Determination”), a Market Disruption Event has occurred, then the
Valuation Date or the Price Determination, as the case may be, shall be postponed
until the first succeeding Scheduled Trading Day or trading session, as the case may
be, on or in which there is no Market Disruption Event (notwithstanding that such
Scheduled Trading Day may fall on or after the Expiry Date), provided that if the
postponement of the Valuation Date or the Price Determination, as the case may
be, as aforesaid would result in such date or determination falling on or after the
fourth Scheduled Trading Day following the scheduled Valuation Date or Price
Determination Date, as the case may be, (the “Final Valuation Date”), then (i) the
Final Valuation Date shall be deemed to be the Valuation Date or the Price
Determination Date, as the case may be, notwithstanding the Market Disruption
Event; and (ii) the Issuer shall determine the Closing Price or Maximum Trade Price
or Minimum Trade Price, as the case may be, of the Unit on the basis of its good
faith estimate of such prices that would have prevailed on the Final Valuation Date
but for the Market Disruption Event, provided that if during any period (for at least
one hour) in the relevant trading session the Market Disruption Event does not
subsist, the Price Determination shall not be postponed in accordance with the
above and the prices of trades available during such period(s) shall be used for the
Price Determination. For the avoidance of doubt, no postponement will be made
in respect of any Market Disruption Event occurring during the trading session in
which the Mandatory Call Event occurs, and a postponement of Price
Determination to a later trading session would not result in the prices of trades
that occurred after the Mandatory Call Event but before the occurrence of the
Market Disruption Event being excluded from the determination of Maximum
Trade Price or Minimum Trade Price (as the case may be).
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“Market Disruption Event” means the occurrence or existence of any suspension
of, or limitation imposed on, trading on the Stock Exchange in the Units or any
options or futures contracts relating to the Units if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material. For the
avoidance of doubt, a Market Disruption Event shall include, but shall not be
limited to a limitation/closure of the Stock Exchange due to unforeseen
circumstances such as an official tropical cyclone warning signal eight (or above) or
black rain storm warning hoisted by the Hong Kong Observatory provided that so
long as such warnings are lowered or suspended by the Hong Kong Observatory;
and the Stock Exchange: (i) re-opens for the entire afternoon trading session or (ii)
opens late in the morning of the affected day and stays open for the entire
afternoon trading session and closing only at the normal closing time for the Stock
Exchange, the hoisting of such warning shall not by itself be a Market Disruption
Event in respect of the day on which it happened;

“Scheduled Trading Day” means any day on which the Stock Exchange is scheduled
to be opened for trading for its regular trading sessions.

(F) If as a result of an event beyond the control of the Issuer, it is not possible for the
Issuer to procure payment electronically through CCASS by crediting the relevant
bank account of the Holder on the original Settlement Date (“Settlement
Disruption Event”), the Issuer shall use its reasonable endeavours to procure
payment electronically through CCASS by crediting the relevant bank account of
the Holder as soon as reasonably practicable after the original Settlement Date.
The Issuer will not be liable to the Holder for any interest in respect of the amount
due or any loss or damage that such Holder may suffer as a result of the existence
of a Settlement Disruption Event, nor shall the Issuer be under any circumstances
be liable for any acts or defaults of CCASS in relation to the performance of its
duties in relation to the CBBCs.

(G) These Conditions shall not be construed so as to give rise to any relationship of
agency or trust between the Stock Exchange, the Issuer or its agent (including the
Transfer Agent) or nominee and the Holder and neither the Stock Exchange, the
Issuer nor its agent (including the Transfer Agent) or nominee shall owe any duty
of a fiduciary nature to the Holder.

None of the Stock Exchange or the Issuer shall have any responsibility for any errors
or omissions in the calculation and determination of any variables published by it
or a third party and used in any calculation or determination made pursuant to
these terms and conditions (including the determination as the occurrence of the
Mandatory Call Event) or in the calculation of the Cash Settlement Amount arising
from such errors or omissions.

The Issuer’s obligations to pay the Cash Settlement Amounts shall be discharged by
payment in accordance with Condition 3(D) above.

4  Transfer Agent
(A) Unless another entity is specified as Transfer Agent in the Supplemental Listing
Document, the Transfer Agent of the CBBCs is set out below. The Transfer Agent

will be acting as agent of the Issuer in respect of the CBBCs and will not assume any
obligation or duty to or any relationship or agency or trust for the Holder.
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(B) The Issuer reserves the right, subject to the appointment of a successor, at any time
to vary or terminate the appointment of the initial Transfer Agent and to appoint
another transfer agent provided that it will at all times maintain a transfer agent
in Hong Kong for so long as the CBBCs are listed on the Stock Exchange. Notice of
any such termination or appointment will be given to the holder in accordance
with Condition 9.

5 Adjustments

Adjustments may be made by the Issuer to the terms of the CBBCs (including, but not
limited to (i) the Strike Price, (ii) the Call Price and/or (iii) the Entitlement) on the basis of the
following provisions:

(A) (i) If and whenever the Fund or Trust shall, by way of Rights, offer new Units for
subscription at a fixed subscription price to the holders of existing Units pro
rata to existing holdings (a “Rights Offer”), the Strike Price, the Call Price and
the Entitlement shall be adjusted on the Business Day on which the trading in
the Units of the Fund or Trust becomes ex-entitlement in accordance with the
following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Strike Price =

The Call Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Call Price =

Whereas:

. 1T+ M
Adjustment Factor: —_——
1+ (R/S) x M
E: Existing Entitlement immediately prior to the relevant event giving rise
to the adjustment

X:  Existing Strike Price immediately prior to the relevant event giving rise to
the adjustment

Y: Existing Call Price immediately prior to the relevant event giving rise to
the adjustment

S:  Cum-Rights Unit price, being the closing price of an existing Unit, as

derived from the Daily Quotation Sheet of the Stock Exchange on the last
Business Day on which the Units are traded on a cum-rights basis
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(B)

(if)

(iii)

(i)

R:  Subscription price per new Unit specified in the Rights Offer plus an
amount equal to any dividends or other benefits foregone to exercise the
Right

M: Number of new Units per existing Unit (whether a whole or a fraction)
each holder of an existing Unit is entitled to subscribe or have.

For the purposes of these Conditions, “Rights” means the right(s) attached to
each existing Unit or needed to acquire one new Unit (as the case may be)
which are given to a holder of existing Units to subscribe at a fixed
subscription price for new Units pursuant to the Rights Offer (whether by the
exercise of one Right, a part of a Right or an aggregate number of Rights).

The Adjusted Strike Price and the Adjusted Call Price (in each case rounded to
the nearest Hong Kong dollar 0.001) shall take effect on the same day that the
Entitlement is adjusted.

For the purposes of Conditions 5(A) and 5(B), the Issuer may determine that no
adjustment will be made if the adjustment to the Entitlement is less than one
per cent. of the Entitlement immediately prior to the adjustment, all as
determined by the Issuer.

If and whenever the Fund or Trust shall make an issue of Units credited as fully
paid to holders of Units generally by way of capitalisation of profits or
reserves (and without any payment or other consideration being made or
given by such holders) (a “Bonus Issue”), the Entitlement, the Strike Price and
the Call Price will be adjusted, subject to Condition 5(A)(iii), on the Business
Day on which the trading in the Units of the Fund or Trust becomes
ex-entitlement in accordance with the following formulae:

The Entitlement will be adjusted to:
Adjusted Entitlement = Adjustment Factor x E
The Strike Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Strike Price =

The Call Price will be adjusted to:

1
. X
Adjustment Factor

Adjusted Call Price =

Where:
Adjustment Factor: 1+ M
E: Existing Entitlement immediately prior to the Bonus Issue

X:  Existing Strike Price immediately prior to the Bonus Issue

- 124 -



(o)

(D)

(E)

Y: Existing Call Price immediately prior to the Bonus Issue

M: Number of new Units (whether a whole or a fraction) each holder of an
existing Unit is entitled to have.

(ii) The Adjusted Strike Price and the Adjusted Call Price (which shall be rounded
to the nearest Hong Kong dollar 0.001) shall take effect on the same day that
the Entitlement is adjusted.

If and whenever the Fund or Trust shall subdivide its Units or any class of its
outstanding Units into a greater number of Units or consolidate its outstanding
Units or any class of it into a smaller number of Units, the Entitlement shall be
increased and the Strike Price and the Call Price shall be decreased (in the case of
a subdivision) or the Entitlement shall be decreased and the Strike Price and the
Call Price shall be increased (in the case of a consolidation) accordingly, in each case
on the day on which the relevant subdivision or consolidation shall have taken
effect and in any event no later than the next Business Day following the day on
which the relevant subdivision or consolidation shall have taken effect. The
adjusted Strike Price and the adjusted Call Price shall be rounded to the nearest
Hong Kong dollar 0.001.

If it is announced that the Fund or Trust is to or may merge or consolidate with or
into any other corporation (including becoming, by agreement or otherwise, a
subsidiary of or controlled by any person or corporation) (except where the Fund
or Trust is the surviving entity in a merger or consolidation) or that it is to or may
sell or transfer all or substantially all of its assets, the rights attaching to the CBBCs
may in the absolute discretion of the Issuer be amended no later than the Business
Day preceding the consummation of such merger, consolidation, sale or transfer
(each a “Restructuring Event”) (as determined by the Issuer in its absolute
discretion).

The rights attaching to the CBBCs after the adjustment shall, after such
Restructuring Event, relate to the number of units of the trust(s) or fund(s)
resulting from or surviving such Restructuring Event or other securities (the
“Substituted Securities”) and/or cash offered in substitution for the affected Units,
as the case may be, to which the holder of such number of Units to which the CBBCs
related immediately before such Restructuring Event would have been entitled
upon such Restructuring Event. Thereafter the provisions hereof shall apply to such
Substituted Securities, provided that any Substituted Securities may, in the
absolute discretion of the Issuer, be deemed to be replaced by an amount in the
relevant currency equal to the market value or, if no market value is available, fair
value, of such Substituted Securities in each case as determined by the Issuer as
soon as practicable after such Restructuring Event is effected.

For the avoidance of doubt, any remaining Units shall not be affected by this
paragraph (D) and, where cash is offered in substitution for Units or is deemed to
replace Substituted Securities as described above, references in these Conditions to
the Units shall include any such cash.

Generally, no adjustment will be made for an ordinary cash dividend (whether or

not it is offered with a script alternative). For any other forms of cash distribution
(each a “Cash Distribution”) announced by the Fund or Trust, such as a cash bonus,
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special dividend or extraordinary dividend, no adjustment will be made unless the
value of the Cash Distribution accounts for 2 per cent. or more of the Unit’s closing
price on the day of announcement by the Fund or Trust. However, the Issuer
reserves the right, at its sole discretion and without any obligation whatsoever, to
make such adjustments which shall take effect as of such date as it reasonably
believes are appropriate in circumstances where an event or events occur which the
Issuer believes (in its sole discretion and notwithstanding any adjustment
previously made by the Issuer) should, in the context of the issue of CBBCs and its
obligations hereunder, give rise to such adjustment, provided that such adjustment
is considered by the Issuer to be beneficial to the Holder generally (without
considering the individual circumstances of any Holder or the tax or other
consequences of such adjustment in any particular jurisdiction) or is required to
take account of provisions of Hong Kong law or Stock Exchange practice.

If and whenever the Fund or Trust shall make a Cash Distribution credited as fully
paid to the holders of Units generally, the Strike Price, the Call Price and the
Entitlement shall be adjusted to take effect on the Business Day on which trading
in the Units becomes ex-entitlement (each a “Dividend Adjustment Date”) in
accordance with the following formulae:
The Entitlement will be adjusted to:

Adjusted Entitlement = Adjustment Factor x E

The Strike Price will be adjusted to:

Adjusted Strike Price 1

(which shall be rounded to the = : x X

nearest Hong Kong dollar 0.001) Adjustment Factor
The Call Price will be adjusted to:

Adjusted Call Price 1

(which shall be rounded to the = xY

nearest Hong Kong dollar 0.001) Adjustment Factor
Where:

S-0D
S-0D-CD

Adjustment Factor:

E: Existing Entitlement immediately prior to the relevant Cash Distribution

X:  Existing Strike Price immediately prior to the relevant Cash Distribution

Y: Existing Call Price immediately prior to the relevant Cash Distribution

S:  The closing price of a Unit, as derived from the Daily Quotation Sheet of the
Stock Exchange on the Business Day immediately prior to the Dividend
Adjustment Date

OD: Amount of ordinary cash dividend per Unit (applicable only if the date on

which trading in the Units becomes ex-entitlement in respect of the ordinary
cash dividend is the same as the Dividend Adjustment Date)
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(F)

CD: Amount of the relevant Cash Distribution per Unit

The Issuer shall determine any adjustment or amendment and its determination
shall be conclusive and binding on the Holder save in the case of manifest error.
Any such adjustment or amendment shall be set out in a notice, which shall be
given to the Holder in accordance with Condition 9 as soon as practicable after the
determination thereof.

6 Purchase by the Issuer

The Issuer and any of its affiliates may purchase CBBCs at any time on or after the date
of their issue and any CBBCs which are so purchased may be surrendered for cancellation or
offered from time to time in one or more transactions in the over-the-counter market or
otherwise at prevailing market prices or in negotiated transactions, at the discretion of the
Issuer or any such affiliate, as the case may be.

7 Global Certificate

A global certificate (the “Global Certificate”) representing the CBBCs will be deposited
within CCASS and registered in the name of HKSCC Nominees Limited or another nominee of
Hong Kong Securities Clearing Company Limited. The Global Certificate will not be
exchangeable for definitive certificates.

8 Meeting of Holder; Modification

(A) Meetings of Holder. Notices for convening meetings to consider any matter

affecting the Holder’s interests will be given to the Holder in accordance with the
provisions of Condition 9.

Every question submitted to a meeting of the Holder shall be decided by poll. A
meeting may be convened by the Issuer or by the Holder holding not less than 10
per cent. of the CBBCs for the time being remaining unexercised. The quorum at
any such meeting for passing an Extraordinary Resolution will be two or more
persons (including any nominee appointed by the Holder) holding or representing
not less than 25 per cent. of the CBBCs for the time being remaining unexercised,
or at any adjourned meeting two or more persons (including any nominee
appointed by the Holder) being or representing Holder whatever the number of
CBBCs so held or represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly
convened meeting by not less than three-quarters of the votes cast by such Holder
as, being entitled to do so, vote in person or by proxy.
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An Extraordinary Resolution passed at any meeting of the Holder shall be binding
on all the holders of the CBBCs, whether or not they are present at the meeting.

Resolutions can be passed in writing without a meeting of the Holder being held
if passed unanimously.

Where the Holder is a clearing house recognised by the Laws of Hong Kong or its
nominee(s), it may authorise such person or person(s) as it thinks fit to act as its
representative(s) or proxy(ies) at any Holders’ meeting provided that, if more than
one person is so authorised, the authorisation or proxy form must specify the
number of CBBCs in respect of which each such person is so authorised. Each person
so authorised will be entitled to exercise the same powers and right, including the
right to vote on a show of hands, on behalf of the recognised clearing house or its
nominee(s) as that clearing house or its nominee(s) as if he was an individual
Holder of the CBBC.

(B) Modification. The lIssuer may, without the consent of the Holder, effect any
modification of the provisions of the CBBCs or the Instrument which is (i) not
materially prejudicial to the interests of the Holder or (ii) of a formal, minor or
technical nature, (iii) made to correct an obvious error or (iv) necessary in order to
comply with mandatory provisions of the laws or regulations of Hong Kong or such
other jurisdiction where the Units are listed or where the Fund or Trust is
established or (v) considered by the Issuer to be appropriate and such modification
is approved by the Stock Exchange. Any such modification shall be binding on the
Holder and shall be notified to them by the Issuer as soon as practicable thereafter
in accordance with Condition 9.

9 Notices

All notices in English and Chinese to the Holder will be validly given if published on the
HKEX website. In such circumstances, the Issuer shall not be required to dispatch copies of
the notice to the Holders.

10 Termination or Liquidation of the Fund or Trust

In the event of a Termination or the liquidation or dissolution of the trustee of the Fund
or Trust (including any successor trustee appointed from time to time) (“Trustee”) (in its
capacity as trustee of the Fund or Trust) or the appointment of a liquidator, receiver or
administrator or analogous person under applicable law in respect of the whole or
substantially the whole of the Trustee’s undertaking, property or assets, all unexercised
CBBCs will lapse and shall cease to be valid for any purpose. The unexercised CBBCs will lapse
and shall cease to be valid (i) in the case of a Termination, on the effective date of the
Termination; (ii) in the case of a voluntary liquidation, on the effective date of the
resolution; (iii) in the case of an involuntary liquidation or dissolution, on the date of the
relevant court order; or (iv) in the case of the appointment of a liquidator or receiver or
administrator or analogous person under applicable law in respect of the whole or
substantially the whole of the Trustee’s undertaking, property or assets, on the date when
such appointment is effective but subject (in any such case) to any contrary mandatory
requirement of law. The Issuer shall pay a sum equal to its good faith estimate (determined
at the Issuer’s sole discretion) of the value of the CBBCs to the Holders.
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For the purpose of this Condition 10, “Termination” means (i) the Fund or Trust is
terminated, or the Trustee or the manager of the Fund or Trust (including any successor
manager appointed from time to time) (“Manager”) is required to terminate the Fund or
Trust under the trust deed (“Trust Deed"”) constituting the Fund or Trust or applicable law, or
the termination of the Fund or Trust commences; (ii) the Fund or Trust is held or is conceded
by the Trustee or the Manager not to have been constituted or to have been imperfectly
constituted; (iii) the Trustee ceases to be authorised under the Fund or Trust to hold the
property of the Fund or Trust in its name and perform its obligations under the Trust Deed;
or (iv) the Fund or Trust ceases to be authorised as an authorised collective investment
scheme under the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).

11 Delisting of Fund or Trust

(A) If at any time the Units cease to be listed on the Stock Exchange, the Issuer shall
give effect to these Conditions in such manner and make such adjustments to the
rights attaching to the CBBCs as it shall, in its absolute discretion, consider
appropriate to ensure, so far as it is reasonably able to do so, that the interests of
the Holders generally are not materially prejudiced as a consequence of such
delisting (without considering the individual circumstances of the Holders or the
tax or other consequences that may result in any particular jurisdiction).

(B) Without prejudice to the generality of Condition 11(A), where the Units are or,
upon the delisting, become, listed on any other stock exchange, these Conditions
may, in the absolute discretion of the Issuer, be amended to the extent necessary
to allow for the substitution of that other stock exchange in place of the Stock
Exchange and the Issuer may, without the consent of the Holder, make such
adjustments to the entitlements of the Holders on exercise or upon the occurrence
of a Mandatory Call Event (including, if appropriate, by converting foreign
currency amounts at prevailing market rates into Hong Kong dollars) as it shall
consider appropriate in the circumstances.

(C) Any adjustment, amendment or determination made by the Issuer pursuant to this
Condition 11 shall be conclusive and binding on the Holders save in the case of
manifest error. Notice of any adjustments or amendments shall be given to the
Holders in accordance with Condition 9 as soon as practicable after they are
determined.

12 Further Issues

The Issuer shall be at liberty from time to time, without the consent of the Holder, to
create and issue further callable bull/bear contracts, upon such terms as to issue price and
otherwise as the Issuer may determine so as to form a single series with the CBBCs.

13 Early Termination for Extraordinary Reasons, lllegality and Force Majeure

If the Issuer determines that, for reasons beyond its control, the performance of its
obligations under the CBBCs has become illegal or impractical in whole or in part for any
reason, or if the Issuer determines that, for reasons beyond its control, it is no longer legal
or practical for it to maintain its hedging arrangements with respect to the CBBCs for any
reason, the Issuer may at its discretion and without obligation terminate the CBBCs early by
giving notice to the Holders in accordance with Condition 9.

Should any one or more of the provisions contained in the Conditions be or become
invalid, the validity of the remaining provisions shall not in any way be affected thereby.

-129 -



If the Issuer terminates the CBBCs early, then the Issuer will, if and to the extent
permitted by applicable law, pay an amount to each Holder in respect of each CBBC held by
such holder equal to the fair market value of a CBBC notwithstanding such illegality or
impracticality less the cost to the Issuer of unwinding any underlying related hedging
arrangements, all as determined by the Issuer in its sole and absolute discretion. Payment will
be made in such manner as shall be notified to the Holders in accordance with Condition 9.

14 Governing Law

The CBBCs and the Instrument will be governed by and construed in accordance with the
laws of the Hong Kong Special Administrative Region of the People’s Republic of China
("Hong Kong"). The Issuer and the Holder (by its acquisition of the CBBCs) shall be deemed
to have submitted for all purposes in connection with the CBBCs and the Instrument to the
non-exclusive jurisdiction of the courts of Hong Kong.

15 Language

In the event of any inconsistency between the English version and Chinese translation
of these Conditions, the English version shall prevail and be governing.

Transfer Agent
Standard Chartered Bank (Hong Kong) Limited
15th Floor, Two International Finance Centre
8 Finance Street, Central
Hong Kong
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ANNEX 3
PURCHASE AND SALE

General

No action has been or will be taken by the Issuer that would permit a public offering
(other than Hong Kong) of any series of Structured Products or possession or distribution of
any offering material in relation to any Structured Products in any jurisdiction where action
for that purpose is required. No offers, sales, re-sales, transfers or deliveries of any Structured
Products, or distribution of any offering material relating to Structured Products, may be
made in or from any jurisdiction except in circumstances which will result in compliance with
any applicable laws and regulations and will not impose any obligations on the Issuer.

United States of America

The Structured Products which are the subject of the Base Listing Document and the
relevant Supplemental Listing Document have not been and will not be registered under the
U.S. Securities Act of 1933, as amended (the “Securities Act”) and, subject to certain
exceptions, may not be offered or sold within the United States. The Structured Products are
being offered and sold pursuant to the registration exemptions contained in section 3(a)(2)
of the Securities Act and outside the U.S. in reliance on Regulation S. In addition, until 40
days after the commencement of the offering of the Structured Products, an offer or sale of
the Structured Products within the United States by any dealer (whether or not participating
in the offering) may violate the registration requirements of the Securities Act. The terms in
this paragraph have the meaning given to them by Regulation S.

No ownership by U.S. Persons

The Structured Products may not be legally or beneficially owned by U.S. Person at any
time. Each holder and each beneficial owner of a Structured Product hereby represents, as a
condition to purchasing or owning the warrant or any beneficial interest therein, that
neither it nor any person for whose account or benefit the Structured Products are being
purchased is located in the United States, is a U.S. Person or was solicited to purchase the
Structured Products while present in the United States. Each holder and each beneficial
owner of a Structured Product hereby agrees not to offer, sell or deliver any of the Structured
Products at any time, directly or indirectly in the United States or to any U.S. Person. The
terms in this paragraph have the meaning given to them by Regulation S.

European Economic Area

In relation to each Member State of the European Economic Area which has
implemented the Prospectus Directive (each, a “Relevant Member State”), the Issuer
represents, warrants and agrees that with effect from and including the date on which the
Prospectus Directive is implemented in that Relevant Member State (the “Relevant
Implementation Date”) it has not made and will not make an offer of Structured Products to
the public (where the Structured Products have a denomination of less than €50,000 (or its
equivalent in any other currency as at the date of issue of the Structured Products)) in that
Relevant Member State except that it may, with effect from and including the Relevant
Implementation Date, make an offer of Structured Products to the public in that Relevant
Member State at any time:

(a) to legal entities which are authorised or regulated to operate in the financial
markets or, if not so authorised or regulated, whose corporate purpose is solely to
invest in securities;
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(b) to any legal entity which has two or more of (1) an average of at least 250
employees during the last financial year; (2) a total balance sheet of more than
€43,000,000; and (3) an annual net turnover of more than €50,000,000, as shown
in its last annual or consolidated accounts;

(c) to fewer than 100 natural or legal persons (other than qualified investors as
defined in the Prospectus Directive) subject to obtaining the prior consent of the
Issuer; or

(d) atanytime in any other circumstances falling within Article 3(2) of the Prospectus
Directive.

provided that no such offer of Structured Products shall result in a requirement for the
publication by the Issuer of a prospectus pursuant to Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an "offer of Structured Products to the
public” in relation to any Structured Products in any Relevant Member State means the
communication in any form and by any means of sufficient information on the terms of the
offer and the Structured Products to be offered so as to enable an investor to decide to
purchase or subscribe the Structured Products, as the same may be varied in that Member
State by any measure implementing the Prospectus Directive in that Member State and the
expression "Prospectus Directive” means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

United Kingdom

The Issuer represents, warrants and agrees that:

(a) in relation to any Structured Products which have an expiry of less than one year,
(i) it is a person whose ordinary activities involve it in acquiring, holding, managing
or disposing of investments (as principal or agent) for the purposes of its business
and (ii) it has not offered or sold and will not offer or sell any Structured Products
other than to persons whose ordinary activities involve them in acquiring, holding,
managing or disposing of investments (as principal or as agent) for the purposes of
their businesses or who it is reasonable to expect will acquire, hold, manage or
dispose of investments (as principal or agent) for the purposes of their businesses
where the issue of the Structured Products would otherwise constitute a
contravention of Section 19 of the Financial Services and Markets Act 2000 (the
“FSMA") by the Issuer;

(b) it has only communicated or caused to be communicated and will only
communicate or cause to be communicated an invitation or inducement to engage
in investment activity (within the meaning of Section 21 of the FSMA) received by
it in connection with the issue or sale of any Structured Products in circumstances
in which Section 21(1) of the FSMA would not, if the Issuer was not an authorised
person, apply to the Issuer; and

(c) it has complied and will comply with all applicable provisions of the FSMA with
respect to anything done by it in relation to any Structured Products in, from or
otherwise involving the United Kingdom.
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General

The offer and sale of Structured Products will also be subject to such other restrictions
and requirements as may be set out in the relevant Supplemental Listing Document.

Persons interested in acquiring Structured Products should inform themselves and
obtain appropriate professional advice as to (i) the legal requirements within the countries
of their nationality, residence, ordinary residence or domicile for such acquisition; (ii) any
foreign exchange restrictions or exchange control requirements which they might encounter
on the acquisition of Structured Products or their redemption; or (iii) the acquisition, holding
or disposal of Structured Products.
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ANNEX 4

FINANCIAL INFORMATION RELATING TO SCB

The information in this Annex 4 has been extracted from the Standard Chartered Bank
Directors’ Report and Financial Statements 31 December 2009. The page numbers of such
document appear on the bottom of the pages in this Appendix. Page references within the
Standard Chartered Bank Directors’ Report and Financial Statements 31 December 2009 are
to the page number within such document.
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Standard Chartered Bank

Financial Review

Group summary

The Group has delivered a record performance for the year ended 31 December 2009. Profit before tax rose 22 per cent to $5,166 million and
operating income increased by 11 per cent to $15,214 milion.

This is the seventh consecutive year in which we have demonstrated a sustained and consistent track recard of delivering record operating
income and record profits.

After the exceptional avents in the latter part of 2008, this year continued to be a challenging and uncertain period for the banking industry.
We navigated the year by retaining a keen focus on the fundamentals of sound banking practice; capital and liquidity management, proactive
risk management and discipline on expenses.

We remain highly fiquid. The advances to deposit ratio at 31 December 2009 was 78.6 per cent, up from 74.8 per cent at the end of 2008
and we remain a net lender into the interbank market. Whilst we benefitted from being a “fight to quality” institution for deposits, we also
further improved our liability mix. For example low cost cutrent and saving account balances now comprise 53 per cent of our total deposit
base, up from 43 per cent at the end of 2008. Current and saving account balances grew strongly by over $40 bilion to $157 billion, up 34
per cent.

The balance sheet is conservative with minimal exposura to problem asset classes. Although we benefitted in the second half of 2008 from a
moderating risk environment, we alsa took steps to de-risk the portfolio and loan Impairment fell in both businesses in the second half. In
Censumer Banking over 75 per cent of the portfolios are now secured.

Expense management in 2008 was very good with overall cost growth of 4 per cent, well below 11 per cent income growth so resuiting in
operating ‘jaws’ of 7 per cent. During the early part of the year when the economic outlook was uncertain, discretionary spending was reined
in. As the year progressed and trading conditions becames more settled, we accelerated our spending to support our trading momentum into -~
2010,

Our capital, liquidity and risk foundations are excellent and we enter 2010 with good momentumn, well placed to meet the opportunities and
challengas that we will face,

Operating income and profit

2009 2008 2009 vs 2008
Smillien Smillicn %
Net interest income 7,671 7,465 3
Fees and commissions income, net 3,370 2,941 15
Net trading income 2,872 2,431 18
Other operating income 1,301 833 56
7,543 6,205 22
Operating income 15,214 13,670 1
Operating expenses {7.967) (7.647) 4
QOperating profit before impairment losses and taxation 7,247 6,023 20
Impairment losses on loans and advances and other credit risk provisions {2,000) {1,321) 51
Other impairment (102) (469) (78)
Profit from associates 21 1 nm
Profit before taxation 5,166 4,234 22

Group performance
Operating income grew by $1,544 million, or 11 per cent, to $15,214 million. This was despite the income drag that came from margin

compression on fiabiliies and the adverse impact of foreign exchange (FX) movements, primarily in India, Korea and ceftain countries in
Africa.

Income growth was driven by Wholesale Banking, broadly spread across gecgraphias and well diversified over multiple product lines. Five
individual markets now deliver over $1 hillion of income.

Net interest income grew $206 million or 3 per cent. In Consumer Banking net interest incoms fell $355 milion or B percent as net margins
on deposits remained soma 60 basis points lower than 2008 reflecting the low interest rate environment. Wholesale Banking net interest
income rose $561 million or 17 per ¢ent. The Cash Management and Custody business was also impacted by low margins and income
here fell 24 per cent despite a 24 per cent growth in balances. However the Trade and Lending businesses more than compensated for this
reduction growing income 25 and 53 per cent respectively with re-pricing action serving to increase margins. The Group’s net interest
.margin fell from 2.5 per cent in 2008 fo 2.3 per cent, with higher asset margins more than offset by compressed liability margins.

Non-interest income grew $1,338 million or 22 per cent, to $7,543 million.

Net fees and commissions income grew $429 million, or 15 per cent, 1o $3,370 million. In Consumer Banking, whilst demand for Wealth
Management products improved steadily through the year, fee income levels were still below those of 2008. Wholesale Banking fee income
was higher as a result of strong corporate advisory income and capital market fees, which more than offset reduced custody income.

Net trading income ingreased $441 million, or 18 per cent, to $2,872 million. ALM income was up 5 per cent through realisations from
strong positions taken at the end of 2008 capturing both high interest rates and wide credit spreads. Trading income also grew through
" increased client demand with gains in securities, interest rate and credit and other derivatives.

Other operating income was up $468 million, or 56 per cent, to $1,301 million. Other operating income includes $592 million of net profits
on available for sale (AFS) assets including disposals from private equity and strategic porifolios, $264 million of gains arising from the buy
back of subordinated debt, and $156 million related to lease income.



Standard Chartered Bank

Financial Review continued

Operating expenses increased $320 millon or 4 per cent to $7,987 million. Expenses include $170 million for the buy back of structured
notes from the PEM Group in Tawan and a $58 million ¢harge in respect of the UK bank payrolf tax. Both these items have been
normalised. We have again maintained a tight rein on expenses this year. Group headcount reduced by over 3,000 both through natural
attrition and selective restructuring initiatives. Consumer Banking expenses were $3,715 million down 4 per cent on 2008, Consumer
banking continued a number of restructuring initiatives. Expenses increased towards the end of 2009 as the business increased investment
spend in the light of improving income and impairment leve!s. Wholesale Banking expenses wers $4,195 milion up 11 per cent. This
increase was driven by the flow through effect of investments in skills and infrastructure in previous years fogether with increased variable
compensation driven by a strong income performance.

Operating profit before impairment losses and taxation {alse refered to as 'working profit’) increased by $1,224 million, or 20 per cent, to
$7,247 million. '

Loan impairment was up $679 million or 51 per cent to $2,000 milion. The challenging credit environment seen in the latter half of 2008
continued into the early part of the year. In the second half both businesses have generally sesn an improving cradit environment, despite
the portfolio provision taken in respect of exposures in the Middle East.

Other impairment charges were $102 million, down 78 per cent from $469 million in 2008. In 2009 the other impairment charge relates
mainly to asset backed securities whereas in 2008 the charge also comprised write downs in the valuation of the private equity and strategic
investment portfolios,

Profit before taxation was up $932 million, or 22 per cent, to $5,168 million. india joined Hong Kong as the second geography to deliver
operating profits in excess of a billion dollars.

The Group’s effective tax rate ('ETR’) was 31.7 per cent, up from 26.2 per cent in 2008. The 2009 ETH is higher than our normal underlying
tax rate due to the effects of a voluntary exercise with Her Majesty’s Revenue and Gustoms (‘HMRC'} which finalised prior year UK tax
computations from 1990 to 2006 resulting in a one-off net charge of $165 million in the curent year.

Acquisitions

On 30 January 2008, we completed the acquisition of Cazenove Asia Limited in Hong Kong. On 30 June 2009, we completed the acquisition
of the remaining 75 per cent equity shareholding in First Africa, in South Africa. The effects of the above acquisitions were not material to our
2009 performance. Gn 30 June 2009, the assets of the 'good bank’ business of Asia Trust and Investment Corporation (ATIC) in Talwan were
amalgamated into Standard Chartered Bank (Taiwan} Limited. The integration of the business is largely complete,

Geographic reporting
Mealaysia, which was previcusly reported as a separate geography, is now reported in 'Other APR’ reflecting the way the Group reviews the
performance of its business.
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Consumer Banking

The following tables provide an analysis of cperating profit by geography for Consumer Banking:

2009
Asta Pacliic
Middle

Other East Americas  Consumer

Hong Asla & Other UK & Banking

Kong Singapare Korga Pacific! India 5 Asla Africa Europe Total

Smillion Smillion Smillion Smillign Smillion Smillian Smillian Smillian Smillion

Operating income 1,083 636 996 1,285 445 680 351 160 5,636
Operating expenses (605} (297) (702) (1,048) (248) (396) (229) (1e9) (3,714
Loan impairment (104) (34  (1B5)  {240) (147}  {285) (28) (29 (1,052)
Other impairment ) 5 - {1} (2 4 - - {7) 1)
Qperating profitAloss} 379 305 108 (5) 54 (1) 94 (65) 869

' Other Asia Pacific (Cther APR) includes Malaysia: operating income $246 million, operating expenses ${122) millien, lean impalrment ${53) million, operating
profit $71 million,

2008
Asla Pacific
Middle

Other East Amesicas  Consumer

Hong * Asla & Other UK& Banking

Kong Singapore Korea Pacific' india S Asia Affica Europe Total

Smillion Smilllan Smilian Smilian Smillien Smillien Smilllanh Smillion $million

Operating income 1,169 628 1,025 1,403 487 706 345 243 6,006
Operating expenses (590) {290) (729) (1,012 (318) (412) (251) (258)  (3.861)
Loan impairment ‘ (108) (20) (181) (311) (89) (178) (19) (53) (937)
Other impairment {25) - - {2 (7 - - {22) (56)
Operating profit/{loss) 448 318 135 78 73 116 75 {91} 1,152

' Other AFR includes Malaysia: operating income $265 million, operating expenses $(128) million, loan impairment ${48) milion, operating prafit $339 milion.

An analysis of Consumer Banking income by product is set out below:

2008 2008 2009 vs 2008
Operating income by product ‘ Smillian Smilliar %
Cards, Personal Loans and Unsecured Lending 1,994 2,126 (6)
Wealth Management and Deposits 2,235 2,814 (21)
Mortgages and Auto Finance ) 1,246 936 33
QOther 161 130 24
Tolal operating income 5,636 6,006 {6)

Consumer Banking continued the execution of its transformation initiative, delivering early results, despite an economic and business
environment that remained chalienging.

The early part of 2009 saw a continuation of the difficult trading conditions of 2008 with low interest rates, compressed liability margins,
subdued demand for Wealth Management products and challenging credit conditions. The second half of 2009 was mare encouraging for the
Consumer Banking business. Demand for Wealth Management producis continued to recover, secured lending volumes were up and
margins improved. As the credit environment improved, loan impairment fell. As profitability improved, we accelerated investment.

This stery has driven the shape of the business results across all Consumer Banking markets; resuits which have also been further impacted
by adverse currency translation impacts. Full year operating income fell $370 million or 6 per cent to $5,636 million.

Net interest income dropped $355 million, or 8 per cent. There was good growih in Mortgage lending with balances up 21 per cent over the
year and improved margins on 2008. However, even though liability balances were up 12 per cent on 2008, liability margins remained 60 bps
lower pushing down net interest income.

Non interest income at $1,802 milion was flat to the previous year. Sales of Wealth Management products comprise the majerity of non
- interest income and demand for these products reduced sharply in late 2008, Since that time there has been consistent steady growth in
Wealth Management income on a quarter by quarter basis.

Expenses were down $147 million, or 4 par cent, to $3,714 million. On a constant currency basis, expenses were up 2 per cent. Expenses
included a $170 million charge in the first half for the buy back of structured notes issued by the PEM Group in Taiwan. This was offset by
rationalization of the workforce, a reduction in retirement obligations of $58 milion and other efficiency measures, which in the latter part of the
year created room for investments in refationship managers, infrastructure and products.

Loan impairment increased by $115 million, or 12 per cent, to $1,052 million. In the first half of 2009, difficutt credit conditions continued
driving up impairment across all markets, mainly in the unsecured and SME portfolios. The portfolios have been actively de-risked and with an
improving economic environment delinquency rates also improved in the second half of year. Loan impairment was down 13 per cent on the
1 half. Operating profit fell $283 million, or 25 per cent, to $869 million,
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Consumer Banking continued to be an important source of liquidity for the Group. Liability balances grew 12 per cent driven by priority
customers and with a 21 per cent increase in SME balances. The mix of despots was also improved by reducing time and other deposits and
Increasing the relatively less expensive and more stable current and savings accounts ('CASA'). CASA is now 60 per cent of the deposit base,
up from 44 per cent in the previous year.

Product performance

Income from Cards, Personal Loans and Unsecured Lending fell $132 miflion, or 6 per cent, to $1,994 million. This fal was driven by the
Consumer Banking strategy to de-emphasize unsecured lending in the light of stressed credit conditions in markets such as India, Taiwan and
Pakistan, This decline in income was partially offset by volume gains in Korea, Singapere, Hong Kong and China.

Income from Wealth Management and Deposits fell $579 million, or 21 per cent, to $2,235 miilion, Income has been driven down by two
significant factors. Firstly customer demand for Wealth Management products is stil well below the levels seen in early 2008, athough it has
been steadily increasing and income has grown quarter on quarter throughout 2009. Seeondly, deposit balances grew by $12 billien helped
by enhancement of online banking capabiities and increasing cooperation with Whelesale Banking o source payroll accounts. This volume
growth has however besn insufficient to offset the margin compression of 60 basis points.

Income from Mortgages and Auto Finance {'Mortgages'} grew by $310 million, or 33 per cent, to $1,248 milion. This stiong growth was
driven by our focus on lower risk secured lending products. Net interest margins improved year on year due to lower funding expenses and
mortgage re-pricing. The improving property market, especially in countries such as Singapore and Hong Kong has supported new
mortgages business in the latter part of the year,

Geographic performance

Hong Kong

Income was down $86 million, or 7 per cent, to $1,083 million. To compensate for a subdued Wealth Management contribution the business
focused on growing secured lending. Mortgage balances including in the SME book, grew $2 biliion, or 16 per cent, driven by successful
HIBOR-linked mortgage campaigns. Income from these mortgages was also supported by a widening of the Prime-HIBOR spread. The
Group captured approximately 17 per cent of all new morigage businesses booked in Hong Kong, up from 15.5% in 2008. Focus on
govermnment guaranteed SME lending increased SME balances up 28 per cant. Fee income from unit trust sales started to pick up again in the
latter part of the year amongst signs of an increase in demand for structured products. Operating expenses were marginally higher at $605
million. Discretionary spend was carefully managed and headcount reduced primarily through natural attrition. Working profit was down $101
million, or 17 per cent, to $478 million. Loan impairment remained flat at $104 million. In the latter part of 2008 loan impairment from the SME
segment had increased. The upward frend was stopped by the Hong Kong Government's SME Loan Guarantee Scheme which now covers
the entire SME exposure of the Group in Hong Kong. Personal bankruptcies peaked in April 2009 and but have since reduced. Operating
profit fall $69 million, or 15 per cent, to $379 million.

Singapore

Income was up $8 million, or 1 per cent, to $636 million. Wealth Management revenue remained under pressure though campaigns like
E$aver top-up deposit helped to grow liabilties by 15 per cent. Income from mortgages grew by 28 per cent. Whilst mortgage margins
remained flat, there was good volume growth driven by customer-focussed product innovations such as ‘MortgageOne SIBOR'. There was
also double digit income growth in unsecured lending as the business grew market share. SME income increased as volumes grew supported
by the Singapore government guarantee scheme. We wera the Jeading bank disbursing these government guaranteed loans in 2009.
Operating expenses increased $7 million, or 2 per cent, to $297 million, with investment in frontiing marketing and infrastructure being largely
funded by operational savings, Working profit was flat at $339 milion. Loan impairment was up $14 million, or 70 per cent, to $34 million
driven primarily by SME related impairments in the first half of the year. The introduction of government guarantees improved the profile of our
SME bock and impairment was substantially reduced in the second half. Operating profit was slightly lower by $13 milion or 4 per cent at
$305 million. '

Korea

Income was down $28 million, or 3 per cent, to $996 milior.. On & constant currency basis income was up 12 per cent year on year. Wealth
Management and Deposits income fell 25 per cent. SME income was also down by over 30 per cent as the business reduced unsecured
lending products such as Business Instaiment Loans. These were offset by double digit income growth in Mortgages driven by strong sales
volumes and increasing margins. Income also benefited in the second half by $68 million profit from the sals of our investment in BC Cards.
Operating expenses were down $27 million, or 4 per cent, to $702 milion. On a constant currency basis, expenses are 13 per cent higher
largely driven by investment in infrastructure such as extensive refurbishing and renovation work undertaken on our properly portfolic and the
opening of 47 new branches. The increase is distorted by a previous year curtaiment release from the retirement plan. Working profit was flat
at $294 milion. Loan impairment was up $24 milion, or 15 per cent, to $185 million driven by unsacured lending as bankrupteies and industry
debt restructuring increased. Loan impairment in the second half of 2009 fell 41 per cent on the first half as the SME portfalio continued to be
de-risked and the environment improved. Operating profit was down $27 million, or 20 per cent, to $108 million.

Other Asia Pacific

Income was down $118 million, or 8 per cent, to $1,285 milion. All countries in Other Asia Pacific (*Other APR') were adversely impacted by
the slow down in Wealth Management. Income in China was up 20 per cent fo $172 milion driven by strong volume growth in personal loans
and mortgages and improved asset margins, Income in Taiwan was also severely affected by margin compression. However, there was
strong double diglt growth in Mortgage income as balances grew 10 per cent year on year. Income in Malaysia was down 7 per cent to $246
million adversely impacted by the low interest rates. Operating expenses in Other APR were up $36 millon, or 4 per cent, to $1,048 million.
Expenses across the region were generally flat or down, with Taiwan driving the increase. This was due to the $170 million charge for the buy
back of structured notes issued by the PEM Group, partly offset by a reduction in retirement obligations of $59 milion. China maintained
expenses lower at $228 million whilst investing in four new outlets. Other APR working profit was down $154 million, or 39 per cent, to $237
million. Loan impalrment was down $7% million, or 23 per cent, to $240 million. Taiwan delivered a $57 miliion reduction and Thailand a $22
million reduction in impairment as enhanced collection efforts took effect and delinquency rates improved. Loan impairment in China also
reduced by $11 milion to $3 milion as portfolios improved resulting in a reduction in the operating loss in Consumer Banking China ta $60
million. Other APR delivered an operating loss of $5 million against a profit of $78 million in 2008,
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India

Income was down $42 million, or 9 per cent, to $445 million. On a constant currency basis, income was up by 1 per cent. As in other
geographies Wealth Managemant was under pressure and income was down on 2008. The Mortgage business, whilst growing from a small
base, delivered a 75 per cent increase in income as volumes grew and margins doubled. SME income was driven by the growth in both
secured lending and deposit, Operating expenses were $70 million, or 22 per cent lower at $248 milion. On a constant currency basis,
expenses were lower by 14 per cent. Expenses benefited from a service 1ax rebate, but also as a result of tight cost control coupled with
restructuring initiatives such as consalidation of contact ¢entres. Investment in the franchise continued with 4 new branch openings and
continued refurbishment of the existing branch netwark. Working profit was up $28 million, or 17 per cent, to $197 milion. On a constant
currency basis, the growth in working profit was 28 per cent. Loan impairment was up $58 million, or 65 per cent, to $147 milion driven by
increased delinquencies on unsecured SME and personal lending products. Operating profit was lower by $19 million, or 26 per cent, at $54
milion. On a constant currency basis, operating profit was lower by 20 per cent.

MESA

Income was down $26 million, or 3 per cent to $680 million. The reduction in total MESA income was largely driven by Pakistan where
customer lending was significantly reduced and margin compression offset strong deposit growth. In UAE, income was flat year on year and
was impacted by a reduction of the high-yield personal loan portfolio in fight of the economic stress and tighter underwriting criteria. Wealth
Management had a difficult first half, but recovered in the latter part of the year. Operating expenses in MESA were lower by $16 million, or 4
per cent, at $396 milion. Pakistan expenses fell by $ 21 million or 16 per cent mainly due to exchange rate movements and efficiency
inttiatives. UAE expenses were up by $14 milion or 9.per cent with investment in Private Banking and branch refurbishment. Working profit for
MESA was down $8 milion, or 3 per cent, to $286 million. Loan impairment was higher at $285 milion, 60 per cent up on 2008. This was
predominantly in UAE where loan impairment more than doubled as unemployment increased. This resulted in higher delinquency on
unsecured lending and some stress in the mortgage book. MESA delivered an operating loss of $1 milion, compared to an operating profit of
$116 million in 2008,

Africa

Income was up $6 million, or 2 per cant, at $351 million. On a constant currency basis, income growth was 20 per cent. Wealth Management
and Deposits fared relatively well compared to the other Consumer Banking markets with income growing 2 per cent. Nigeria, Ghana and
Kenya all drove income growth with the liability businesses benefiting from a flight to quality. In addition, a new strategic partnership for
distribution of bancassurance products Increased fee income. There was strong momentumn in SME, Operating expenses were $22 million or
9 per cent lower at $229 milion, On a constant curency basis, expenses were higher by 7 per cent and were driven by investments to
strengthen the distribution network as well as the introduction of new product offerings. Working profit in Africa was up $28 million or 30 per
cent, at $122 million. On a constant currency basis, the increase in working profit was 55 per cent. Loan impairment was up $8 milion, or 47
per cent, to $28 million. Loan impairment increased in unsecured lending reflecting increased unemployment in several countries. Operating
profit increased $19 milllon, or 25 per cent, to $84 million. On a constant currency basis, operating profit grew 52 per cent.

Americas, UK & Europe

Income fell $83 million or 34 per cent fram $243 milion to $160 million. The business in this region is primarily Private Banking and thus has
baen digproportionately affeoted by the ohallanges faced by the Wealth Management producte globally. Depressed world stock markets and
low investor confidence resulted in Asssts Under Management (AUM) reduction of 10 per cent, or $1.4 hillion with a comesponding income
decline. Low interest rates resulted in a squeeze in liability margins. Operating expensas fall $7C milion or 27 percent through disciplined cost
management and a significant reduction in American Express Bank (AEB) integration expenses. Impairment was lower by $24 million or 45
percent. The operating loss fell from $91 million to $65 milion largely driven by cost efficiencies.
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Wholesale Banking

The following tables provide an analysis of operating profit by geographic segment for Wholesale Banking:

2008
Asla Pacific
Middle

Cther East Ameficas  Wholesale

Heng Asia & Other UK & Banking

Kong Singapore Korea Pacifict India S Asia Africa Europe - Total

Smillion Smillign Smiltion Smillion Smillien Smillian Smillign Smillion Smillion

Operating income 1,291 959 562 1,607 1,372 1,402 740 1,381 9,314
Operating expenses {565} (505) {253) (733 (324) (498) {325) (992)  (4,195)
Loan impairment #1) &) (93)  (i59) (54)  (526) (26) {50) (948)
Other impairment 5 (40) - 28 13 {10) — {78) {82)
Operating profit{loss) 690 411 216 747 1,007 368 389 261 4,089

1 Other APR includes Malaysia: operating income $242 milian, operating expenses $(85) milion, loan impalrment ${8) milion, operating profit $149 millon,

2008
Asfa Padific
Middz
Other East Amedicas  Wholesale
Hong Asia & Other UK 3 Banking
Kong Singapore Korea Pacific? Ingia S Asla Africa Europe Total
Smillion Smillion $million Smillion $million Smillion Smilion Srnillion Emilllon
Operating income 1,097 703 536 1,576 1,070 66 569 1,027 7,544
Operating expenses (4485) (377, 230 (717) (331) 413) 315) (958) (3,786)
Loan impairment (77) 5 (102) (125) (a4 {7) {14, {20 (384)
Qther impairment (27) (30, - {100) (17, — — {162) {336)
Operating profit/{loss} 548 301 204 6534 678 546 240 {113) 3,038

! Amounts restated as explained in “Geographic performance” below and in Notes to the fnancial statements on page 163. There is no change to the Operating

Income by product for 2G08.

20ther APR includas Malaysia: operating income $265 million, operating ex.panses ${84) million, Loan imparment $1 million, cther impairment ${21} million,

operating profit $161 milion.

2000 2008 2009 vs 2008
Income py product Smillion $million %
Lending and Portfolio Management 851 555 53
Transaction banking 2,543 2,683 5)
Global Markets?
Financial Markets 3,319 2,382 39
Asset and Liability Management ('ALM?) 965 19 5
Corporate Finance ' 1,297 750 73
Pringipal Finance 339 255 33
Totat Globat Markets 5,920 4,306 37
Total operating income 9,314 7,544 23

1 Global Markets comprises the following businesses: Financial Markels (foreign exchange, interest rate and other derivatives, commodities and equities, debt
capital markels and syndications); ALM; Corporate Finance (corporate advisory, struciured trade finance, siructured finance and project and export finance}; and

Principal Finance (corporate private equity, real estate infrastructure and altemative investments).

2009 2008 2008 vs 2008
Financial Markets operating income by desk Smillion Smillion %
Fareign Exchange 1,352 1,202 12
Rates 881 754 17
Commedities and Equities 390 142 175
Capital Markets 410 236 74
Credit and Other 286 48 496
Total Financial Markets operating income 3,319 2,382 39

Wholesale Banking has had another excellent year, with broad based income growth driven by confinued client income momentum, which

remains the comerstone of a consistent and well executed strategy.

The market dislocation and volatility in the early part of 2009 enabled Wholesale Banking to drive exceptionally strong income growth. The
business made gains in market share and benefited from increased asset margins. Competitors remained distracted and ALM benefited from
strong accrual income as a result of strategic positioning in late 2008. However low interest rates drove Cash and Custody income lower and
stressed economic conditions fuelled loan impaiment. As economic conditions moderated in the second half so did income growth.
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Client income remained robust and there was good underlying volume growth in the lending and flow businesses. Loan impaimment
moderated as the economic conditions improved.

Operating income grew $1,770 million, or 23 per cent, to $9,314 million. Net interest income was up $561 million, or 17 per cent, to $3,837
million. Non-interest income was up $1,209 million, or 28 per cent, to $5,477 million. Client income continued to be significant at 74 per cent
of total income and was up 22 per cent on the previous year.

Operating expenses grew $409 million, or 11 per cent, to $4,195 million. The increase in expenses, which was well below income growth,
was driven by stafl costs. The business continued to invest in specialist skills and expertise, bullding In areas such as sales, trading and
financial institutions teams.

Working profit increased $1,361 million, or 36 per cent, to $5,119 milion.

Loan impairment increased by $564 million to $948 million reflecting the challenging economic environment. A significant portion of the
impairment arose in MESA while other markets such as Korea, India and Other APR were also impacted but to a lesser extent. The portfolio
remains well diversified and is increasingly well collateralised.

Other impairment was lower by $254 milion or 76 per cent to $82 million. The 2008 charge reflected a fall in equity and other markets and a
drop in value on the ABS, private equity and strategic investment portfolios. In 2009, as the economic conditions moderated, impairment has
reduced. The business also benefited from recoveries on disposal of private equity and strategic investments.

Operating profit increased $1,051 million, or 35 per cent, to $4,089 million and constitutes nearly 80 per cent of the Group profits. Second haif
of operating profits was down 19 per cent on first half as spreads narowed and volatility reduced

Product performance
Lending and Portfolic Management income increased by $296 milion, or 53 per cent, to $851 million. This was primarily driven by improved
margins through re-pricing and an increase in volumes and fee income from new deals.

Transacfion banking income fell by $140 million, or 5 per cent, to $2,543 million. Despite a 10 per cent fall in volumes, Trade income grew by
26 per cent as margins increased. Cash income fell by 23 per cent due to margin compression in a low interest rate environment. However,
the business continues to gain significant cash management mandates and volumes increased by some 21 per cent.

Global Markets income increased by $1,612 miliion, or 37 per cent, to $5,918 million.

Within Global Markets, the Financial Markets ('FM’) business was the largest contributor. Income grew $937 million, or 39 per cent, to $3,319
million, The FM business primarily comprises sales and trading of exchange and interest rate products. In 2009 there has been diversification
of income streams with increased contributions from commodity, equity and credit derivatives. Nearly 70 per cant of FM income was client
driven through sale of products o meet client’s hedging requirements, supported through upgraded risk management capabilities. We were
favourably positioned to meet client demand for risk management solutions in & volatie and uncertain market, benefiting from wider bid-offer
spreads and the rates business had & record year. This FM flow trading arose by virtue of being a market maker and was a key driver for the
increase in own account income, which for the Group, also comprises ALM and Principal Finance.

The commedities and equities business defivered impressive growth of 176 per cent driven by opportunities arising in the energy and metals
business, most notably in Africa. In the equities business, thers was significant growth with strong primary deal flows.

ALM income was $46 milion or 5 per cent higher at $965. Positions put on at the end of 2008 captured both high fixed interest rates and
wide credit spreads benefiting from lower funding rates. Re-investment throughout 2008 in relatively steep curves generated incorng on
aceruals in addition 1o sales from the AFS portfolio.

Corporats Finance income was up $547 milion or 73 per cent to $1,297 million with strong Income growth across all products. Much of this
growth was driven by Corporate Advisory where income more than doubled, driven by a number of landmark deals in India and Africa

Principal Finance income was up $85 million or 33 per cent higher at $338 milion and realisations benefited as Asian market prices rose.

Geographic performance

The Group maintains a Globat Booking Unit in the UK in which are recorded the income and expenses related to the private equity portfalio,
certain principal finance activities and some Financial Markets {"FM”) products. In 2008 incgoma and expenses related to the privale equity
portfolio were apportioned and reported across a number of geographies. The principal finance and FM income and expenses were reported
in Americas, UK and Europe. In 2009 FM income and expenses were also apportioned over other geographies to better align financial
reporiing with underlying organisational changes. In order to facilitate a more meaningful comparison, the 2008 Wholesale Banking geography
split has been restated. The geographic performance commentary is based on the restated 2008 numbers. A comparison of the 2008 results
as oniginally reported and as restated can be found in Note 53 page 153. The restated does not affect the Group’s total operating income.

Hong Kong

Income was up $194 milion, or 18 per cent, to $1,291 million. Both Fixed Income and ALM increased income capturing opportunities arising
from volatils interest rates and FX markets. Lending and trade income both grew as volumes increased and re-pricing actions widened
margins. However these advances were offset by shrinking margins in Cash and Custody and lower AUM. Operating expenses grew $120
millian, or 27 per cent, to $565 million driven by higher staff costs and increased investment in infrastructure including a new dealing room.
Working profit was up $74 milion, or 11 per cent, to $726 milion. Loan impairment was lower by $36 milion, down almost a half, compared
to 2008. Proactive engagement in debt relief plans helped mitigate impairment. Other impairment reflects some recovery on realisation of
previously impaired investments. Operating profit was up $142 million, or 26 per cent, at $690 milion.

Singapore

Income grew $256 million, or 36 per cent, to $959 million. Client income benefited from increased Trade Finance, a number of Corporate _
Finance deals and increased volurmes through the offshore banking unit. Trading income was driven higher by fixed income being well
positioned to take advantage of volatile market conditions. Operating expenses grew $128 million, or 34 per cent, 1o $505 million. Staff related
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costs constituted a major part of the increase. The full year impact of previous years hiring together with an increase in front line, client facing
staff, drove up staff expenses. This hiring activity represents investment in specialist teams in areas such as commodities, options and interest
rate derivatives and has helped drive income growth as evident from the positive jaws. Working profit was up 40 per cent at $454 milfon.
Other impairment of $40 million represents provisions made against private equity investments. Operating profit was up by $110 million or 37
per cent, at $411 million.

Korea .

Income at $562 miliion was up $26 million or 5 per cent. Client income grew substantially, driven by strong business momentum across all
product lines, Transaction Banking, Lending and FM sales. Own account income was down as ALM accruals were impacted by re-pricing,
Qperating expenses were higher by $23 million, or 10 per cent, at $253 million. On a constant currency basis, expenses rose 27 per cent. The
increasa is distorted by a previous year curtailment release from the retirement plan. Underlying expense growth was driven by flow through of
previous year invesiments in infrastructure expansion. Working profit was slightly up by $3 millicn, or 1 per cent, at $309 million. Loan
impafrment was marginally lower at $33 milion as compared to $102 million and was driven by additional provisions raised in respect of
exposures on certain foreign exchange transactions. Qperating profit was lower by $12 million, or 6 per cent, at $216 milion.

Other Asia Pacific

Income was up $31 million, or 2 per cent, at $1,607 million. Across Other APR, lending income increased through higher margins. However
this was offset by lower income from Transaction Banking which was impacted by lower margins in a low interest rate environment and
intense competition. In China, a major component of Other APR, income grew by 16 per cent to $566 million with further benefit from the
Private Equity portiolio. in Tawan, income was down 19 per cent due to margin compression In both cash and custody despite record liability
levels. Other APR operating expenses were up $15 million, or 2 per cent, to $733 million. Expenses increased as a result of staff and premises
costs and flow through from prior year investments. China operating expenses were up 10 per cent to $252 million. In Taiwan, operating
expenses were down 9 per cent reflecting a reduction in retirement obligations. Working profit in Other APR was higher by 2 per cent at $874
milion. Loan impairment was up $30 milion from $125 milion in 2008. The increase was driven by Thalland and Japan. In China, loan
impairment reduced by $4million to $9 million. In Taiwan, the results of recovery actions offset new loan impairment charges. Other
impairment benefited from the reversal of prior year provisions on sale of private equity investments. Qperating profit was $113 million, or 18
per ¢ent, higher at $747 milion. China operating profit was $333 million.

India

Income grew $302 million, or 28 per cent, to $1,372 million. Income growth was broad based across all products, Trade and lending was up
through re-pricing and higher margins. Corporate Advisory income grew, on the back of cross border financing and leveraging deal structuring
capabilities. This helped offset reduced Cash and custody income impacted by margin compression and sluggish equity markets. Operating
expenses of $324 milion were flat to 2008, Working profit was up $309 million, or 42 per cent, at $1,048 million. Loan impairment was up $10
million, or 23 per cent, at $54 million driven by middle market clients. Other impairment release of $13 million reflects a recovery on Private
Equity disposals compared to a $17 million charge in 2008. Qperating profit was up $329 million, or 49 per cent, to $1,007 million. This
constitutes 20 per cent of the Group's operating profit and makes India the first geography within the Wholesale Banking business to generate
profits in excess of one billion dollars.

MESA

Income was up $436 milion, or 45 per cent, to $1,402 million driven by increases in bath client and own account income. Capital Markets
grew income benefiting from bond mandates including a number of Sukuks. Islamic banking income doubled to $120 million. UAE led
income growth with an overall increase of 74 per cent. Qatar income doubled driven by client revenue, principally in FX sales and commodity
derivatives. Bahrain income grew by 28 per cent driven by lending volumes and re-pricing, large Corporate Advisory deals and a strong
Islamic Banking performance. Pakistan was affected by political and economic uncertainty which impacted business sentiment. MESA
operating expenses were up $85 million, or 21 per cent, to $498 million driven by staff and investment expenditure. MESA working profit was
up $351 million, or 64 per cent, to $904 million. Loan impairment was up by $519 milion over 2008, A substantial portion of this increase
relates to individual impairment charges on corporate exposure in the Gulf and increased portfolio impairment provision for the region
generally. The total loan portfolio is $14 billion, of which $10 billion is in the UAE. Certain high-profile entities within the portfalio have
experienced stress. Our exposure to these entities is around $500 million. Resolution process is ongoing, in the event losses arise we do not
expect they would be material. Operating profit was $178 million, or 32 per cent lower than the previous year.

Africa

Income was up $171 million, or 30 per cent, to $740 million. Trade and lending income increased on higher volumes benefiting from Asia
trade flows coupled with aggressive re-pricing. This increase in income helped offset a fall in cash incorme where higher volumes could only
partially make up for margin compression. Corporate Finance benefited from severa! landmark deals. Whilst South Africa and Ghana
registered particularly strong income growth, other major markeis such as Nigeria, Kenya, Zambia and Uganda have all delivered broad based
income growth. Operating expenses were up $10 million, or 3 per cent, to $325 milion. Working profit was up $161 million, or 63 per cent, to
$415 million. Operating profit was up $149 milion, or 62 per cent, to $389 million.

Americas, UK & Europe

Income was higher by $354 million or 34 per cent to $1,381 millicn. In 2008, there was broad based income growth in Commercial Banking
and Trading income. Lending and Trade saw volume increases and re-pricing actions, which helped offset the drop in Cash income. The fixed
income business was primarily driven by the growth in rates and commodities and equity derivative business. Trading incorme benefited from
favourable ALM accruals in a low interest rate environment. Operating expenses were higher by $34 million at $332 million. Staff expense
increases were partially offset through a reduction in premises and other costs as synergies from the AER integration flowed through. Working
profit grew $320 million. Impairment was higher by $30 million or 150 per cent. Other impairment was $78 million down by $84 million from
2008 which reflected write down of strategic investmenis. Operating profit was $261 million compared to an operating loss of $113 million in
the previous year.
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Balance Sheet

2009 2008 2009 vs 2008
Smillion Srnillion $million %
Assets
Lending & investments
Cash and balances at central banks 18,131 24,161 {6,030) (25)
Loans and advances to banks 50,884 46,58\1 4,303 9
Loans and advances to customers 198,292 174,178 24,114 14
Investment securities held at amortised_cost 6,688 7,493 {805) {11)
273,995 252,413 21,682 9
Assets held at fair value
Investment securities held at fair value through equity 69,040 61,849 7,191 12
Financial assets held at fair value through profit or loss 22,446 15,425 ' 7,021 46
Berivative financial instruments 38,218 68,657 (31,439 (45)
128,704 146,931 (17,227, {12)
Other assets 32,721 35,645 (2.924) )
Total assets 436,420 434,989 1,431 -
Liabilities
Deposits and debt securities in issue
Deposits by banks 38,461 31,809 6,552 21
Customer accounts 251,244 234,008 17,236 7
Debt securities in issue 24,502 22,075 2,427 11
314,207 287,992 26,215 9
Liabilities held at fair value
Financial liabilities held at fair value through profit or loss 14,505 15,478 (973) (6)
Derivative financial instruments 36,875 67,775 (30,800, (46)
51,380 83,253 (31,873, (38)
Other lighilities 43,645 42 686 959 2
Total liabilities 409,232 413,931 {4.629) (1)
Equity 27,188 21,058 6,130 29
Total liabilities and shgreholders' funds 436,420 434,989 1,431 —

Balance sheet

2009 was a year of continued and rigorous focus on the balance sheet as we further consolidated its capital and liquidity position and worked
towards further de-risking the asset profie. On a year on year basis, total assets grew by $1.4 bilion, less than 0.4 per cent with a strong
increase in advances to customers by $24 billion or 14 per cent largely offset by a decrease in derivatives mark to market by $31 billion or 45
per cent. Total liabilities fell by $5 bilfion with strong growth in total deposits and debt securities In issue of $26 billion or 9 per cent offset by a
decrease in derivatives mark to market by $31 bilion or 46 per cent. Our emphasis on continuing importance of liquidity resulted in strong
deposits growth, both from customers as well as banks. Our equity strengthened by $6 hillion or 29 per cent.

Advances, deposits, investments and borrowings
Nearly 70 per cent of our balance sheet is held at amortised cost.

Customer advances grew by $24 billion or 14 per cent with 60 per cent of this increase from Consumer Banking. !n Consumer Banking,
Mortgages, a key component of the secured lending portfolio, increased to 61 per cent of their loan book, up from 59 per cent as compared
1o 2008. We supported the recovery of the SME through new products, including involvernent in government spensored initiatives in markets
such as Singapore, Hong Kong and Korea. Consumer Banking share of the Group's customer advances increased from 45 per cent to 47
per cent.

Wholesale Banking focused on key clients, strengthening relationships and growing our product capabilities to support local trade, offering
short term working capital solutions and supporting global cross border flows by leveraging on the Group’s network. From a sector
perspective, much of the incremental growth in Wholesale Banking is in Commerce and Transport, indicative of efforts fo support recovery in
these markets. Exposure to sectors such as Construction and Commercial Real Estate have increased year on year by around 8 to 10 per
cent but continue to be low as a proportion of overall advances, under 5 per cent. Exposure to financial institutions has dropped significantly
especially in the UK as funds deployed with central banks in 2008 have been moved to other sectors.

The Group has continued to atiract deposits from both customers and banks and benefited from a flight to quality in markets such as Africa.
Customer deposits registered a strong 7 per cent growth or by $17 billion. Given the importance of liquidity in a fragile and uncertain
environment, hoth businesses continued to focus on deposit gathering through 2008. We ran successful campaigns such as “Do Dream” in
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Korea, "e$aver” in Singapore and Hong Kong to gamer deposits and increase market share. Markets such as Hong Kong, Taiwan and China
used the low interest rate environment to reshape their balance sheet through an increase in CASA whilst reducing time deposits. CASA as a
proportion of fotal deposits increased significantly from 43 per cent in December 2008 to 53 per cent.

We continue to be a net lender into the interbank money markets, and are particularly streng in geographies such as Hong Kong and
Singapore. Tha net amount fell siightly from $14 billion in 2008 to $12 Lillion at the end of 2009 as we continue to be selective in choosing
where to place funds,

We were successful in driving competitive pricing and raising senior debt in the United Kingdom. Debt securities in issue increased by $3
Billion.

Our advances to deposits {AD} ratio at 31 Decernber 2009 was 78.6 per cent compared to 74.8 per cent in 2008, Given our emphasis cn a
strong liquidity in each geography, advances growth is largely seen in countries that have seen strong deposits growth; Singapore, Korea and
Hong Kong.

Assets and liabilities at fair value

The mark to market on derivatives, both assets and liabilities, reduced by approximately $31 bilion while the notional amounts remained flat.
Reductions were seen both in foreign exchange contracts and interest rate contracts. These decreases were largely driven by lower volatility
in the market values and the weakening of USD against Asian currencies.

We deployed surplus deposits arxd borrowings in investment securitles held at fair valug, which increased by $14 billion, largely in listed debt
and treasury bills.

Level 3 exposures constitute less than 0.5 per cent of our total assets.

Equity

We remain strongly capitalised and have buitt on the strength of our capital position at the end of 2008 through another year of record profits.
As of 31 December 2009, total equity was $27 billion, an increase of $8 bilion from $21 billion as at 31 December 2008. In addition to
retained profits, the increase also resutted from the $2.5 billion raised from issue of shares to its parent company in August 2009 partially
oifset by dividend payment of $37 1 million.

The impact of foreign exchange on reserves was less significant in 2009 compared to the $2.8 billion of losses recegnised in 2008. Year on

year, exchange rates remained relatively constant although gains were generated as the Korean Won appreciated slightly against USD. The

effects of AFS invesiments wera also less significant than 2008, which saw $0.7 bl|||0n of valuation write-downs. This was largely reversed in
2009 as markets improved and investmenis were realised.

There were no significant movements in minarity interest within equity.

Summary

In summary, we have delivered another record performance in 2009 with multiple sources of income growth. We remain focused on effective
management of risk and of capital and on maintaining excellent levels of liquidity. The Group enters 2010 with resilience and momentum, well-
positioned and in great shape.
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Risk overview

Standard Chartered has a defined risk appetite, approved by the Board, which is an expression of the amount of risk we are prepared to take,
and plays a central role in the development of our strategic plans and policy. We also regularly conduct stress tests which ensure that we are
operating within our expressed risk appetite across key markets and customer segments.

We maintain a diversified portfolio across countries, products, and customer segments, and we have low exposure to higher-risk agset
classes and customer segments. We are disciplined in our liquidity management, and we benefit from a well-established risk governance
structure and an experienced senior team.

Qur pro-aciive approach to risk management, and steps taken early on in the current economic crisis to reshape our portfolios and tighten
underwriting standards helped to mitigate the impact of market turbulence on our perormance. Throughout 2009, our balance sheet and
liquidity position remained strong, and we are well positioned to address further challenges and potential economic weakness in 2010.

Our lending portfolio is diversified across a wide range of products, industries and customer segments, which serves to mitigate risk. We
operate in more than 70 countries and there is no single country which accounts for more than 20 per cent of loans and advances to
customers, or operating Income. Qur ¢ross-border asset exposure is diversified and reflects our strategic focus on our core markets and
custormer segments. No individual industry classification accounts for more than 15 per cent of our loan portfolio. Over half of our loans and
advances to customers are of short maturity, and within the Wholesale Bank approximately 70 per cent of loans and advances have a tenor of
one year or less. More than 75 percent of Consumer Banking assets are secured and more than 70 percent of Wholesale Banking revenues
are client driven

We also have low exposure to asset classes and segments outside of our core markets and target customer base, We have no mass market
business in the US or the UK. Qur commercial real estate exposure accounts for less than two per cent of our total assets, and our exposure
1o leveraged loans is also low. Our portfolio of Asset-Backed Securities (ABS) accounts for less than one per cent of our total assets.

Market risk is tightly monitored using Value at Risk (VaR) methodologies complemented by sensitivity measures, gross nominal limits and
management action triggers at a detailed portfolio level. This is supplemented with extensive stress lesting which takes account of more
extreme price movements.

Our liquidity was underpinned in 2009 by good inflows of customer deposits, resulting in a strong advances-to-deposit ratio. Liquidity will
continue to be deployed to support growth opportunities in our chosen markets. We manage multi-currency liquidity across our geographical
locations, ensuring that we can meet all short-term funding requirements and that our balance shest remains structurally sound. We are anet
provider of liquidity to the interbank money markets.

We have a well-established risk govemance structure and an experienced senior team. Members of our senior leadership sit on our risk
committees, which ensures that risk oversight is a critica focus for all our directors, while common membership between these committees
helps us address the inter-relationships between risk types.

Since 1 January 2008, the Group has been using the advanced Internal Ratings Based {IRB) approach under the Basel || regulatory framework
to calculate credit risk capital. The FSA has also granted the Group CADZ internal model approval covering the majority of interest rate and
foreign exchange risk in the trading book, as well as preclous and base metals market risk. Assets and positions outside the scope of IRB and
CAD2 are assessed according to standard FSA rules.

With effect from 4 March 2010, the Board Audit and Risk Committee will be split into a Board Risk Committee and a Board Audit Committee,
to align with the recommendations of the Walker Review. Also as of March 2010, the Group Chief Risk Officer will report to the Group
Finance Director and to the Board Risk Committes.

Risk performance review

In the first quarter of 2009, economic conditions in much of our footprint continued to worsen, but by the second half of the year credit
conditions had begun to improve as the worst of the global financial crisis passed.

In Consumer Banking there was a moderate increase in loan impairmant in the first half of the year, as trends that became evident during the
fourth quarter of 2008 continued into 2009. This was primarily driven by unsecured portfolios impacted by rising unemployment and
bankruptcy rates. The unsecured portfolios most affected were in Hong Kong and Korea where bankruptcy and debt restructuring
programme filings increased markedly, in India where consumer leverage was particulerly high, and in UAE where thera was a rise in
unemployment rates and a significant fall in property values.

In the second half of the year, as ¢redit conditions improved, delinquency and impairment rates across most of our principal markets and
product portfolios improved, and in most countries delinquency and loss rates had come back down below levels apparant at the end of
2008.

In Whelesale Banking loan impaimment rose in ihe first half of 2009 relative to the second half of 2008. The increase occurred primarily in the
Local Corporates portfolio, where the effects of the deteriorating economic environment have been most acutely felt. However, in the context
of gradually improving credit conditions, Wholesale Banking impairment in the second half of 2009 was lower than in the first half of 2009. A
large portion of Wholesale Banking impairment for 2009 was concentrated on a very small number of accounts.

Elsawhere, the portfolio has remiained resilient. There were non-material levels of impalrment on the ABS portfolio in 2009. The canying value
of the ABS portfolio has reduced, primarily as a result of redemptions and some sales. The overall quality of the ABS book remains good with
no direct US sub-prime, and minimal Alt-A, exposures. Our net exposure to ABS represents less than one per cent of total Group assets and
has had limited impact on our performance.
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Sharp increases in the volatility of credit spreads following the collapse of Lehman Brothers in September 2008 drove an increase in non-
trading beok VaR through most of 2009, which in turn was a key factor in an increase in total average VaR in 2009 compared to 2008,

Principal uncertainties

Uncertainty

Description

Mitigants

Changing macroeconomic
conditions in footprint
countries

* Changes in macroeconomic conditions can
have an impact on our performance via their
influence on personal expenditure and
consumption patterns; demand for business
products and services; the debt service burden
of consumers and businesses; the general
availability of credit for retail and corporate
borrowers; and the availability of capital and
liquidity funding for our business. .

* We balance risk and return taking account of
changing ¢onditions through the economic
cycle.

+ We monitor economic trends in our markets
very closely and continuously review the
suitability of our risk policies and controls.

Our risk management processes are pro-active
and dynamic, allowing us to respond quickly to
changes in economic conditions or outiook.

Changes in government and
regulatory policy

» Tha nature and impact of future changes in
economic policies, laws and regulations ara not
predictable and may run counter to our strategic
interests. These changes could also affect the
volatility and liquidity of financial markets, and
more generally the way we conduct business
and manage capital and liquidity.

* We keep a close watch on key regulatory
developments in order to anticipate changes
and their potential impact on our performance.

Both unilaterally and through our participation in
industry forums, the Group responds to
consultation papers and discussions initiated by
regulators and govermments. The focus of these
is to develop the framework for a stable and
sustainable financial sector and global economy

Financtal markets dislocation

* Financial market volatility or a sudden dislocation
could affect our performange, through its impact
on the mark-to-market valuations of assets in
our available-for-sale and trading portfolios or
the availability of capital or liquidity.

Financial market instability a'so increases the
likelihood of default by our corporate customers
and financial institution counterparties.

= We have low exposure to risky assets.

* We assess carefully the performance of our
financial institution counterparties, rate them
internally according to their systemic
importance, adjusting our exposure accordingly.

We maintain robust suitability and
appropriateness processes.

Geopolitical events

* We face a risk that geopolitical tensions or
conflict in our footprint could impact trade flows,
our customers' ability to pay, and our ability to
manage capital across borders.

We actively monitor the political situation in ail of
our-pringipal markets, and conduct regular
stress tests of the iImpact of such events on our
portfolios, which inform assessments of risk
appetite and any need to take mitigating action.

Reduced aceess to funding

* |iquidity risk is the risk that we either do not
have sufficient financial resources available to
meset all our obligations and commitments as
they fall due, or can access funding only at
excessive cost.

We seek to manage our liquidity prudently in all
geographical locations and for all currencies.

Cur customer deposit base is diversified both by
type and maturity, and we have a low
dependence on wholesale funding.

We also hold a portfolio of iquid assets which
can be realised if a liquidity stress event occurs.

Exchange rate movements

* Changes in exchange rates affect the value of

our assets and liabilities denominated in foreign
currencies, as well as the earnings reported by
our non-US dollar denominated branches and
subsidiaries.

A fall in the value of the US dollar could also
impact trade Tlows and the wealth of our clients
that hold US dollar-denominated assets, both of
which could have an impact on our
performance.

We actively monitor exchange rate movements
and adjust our exposure accordingly.

Under certain circumstances, we may take the
decision to hedge our foreign exchange

exposures in order to protect our capital ratios
from the effects of changes in exchange rates.

We are in the business of taking selected risks to generate shareholder value, and we seek to contain and mitigate those risks to ensure they
remain within our risk appetite and are adequately compensated. However, risks are by their nature uncertain and the management of risk
refies on judgements and predictions about the future.
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A description of our principal risk types and our approach to managing them are set out in our Risk Management section. The key
uncertainties we face in the coming year are set out below. This should not be regarded as a complete and comprehensive statement of al
potential risks and uncertainties that we may experienca.

Changing macroeconomic conditions in footprint countries

Macroeconomic conditions have an impact on personal expenditure and consumption; demand for business products and senvices; the debt
service burden of cansumers and businesses; the general avallability of credit for retail and corporate borrowers; and the availability of capital
and liquidity funding for our business. All these factors may impact our performance.

The world economy now appears to be emerging from the worst downturn since the 1930s. An even more serious recession would have
occurred had govemments globally not embarked upon a synchronised and extensive programme of monetary and fiscal easing, which has
been a key driver of the current gradual return to growth in our markets and globally. There is a risk that as this stimulus is withdrawn
economic conditions will deteriorate again, which could impact our performance as described above. We operate primarily in markets which
appear well positioned to avoid another major downturn.

We balance risk and return taking account of changing corditions through the economic cycle, and monitor economic tfrends in our markets
very closely. We also continuously review the suitability of our risk policies and controls. Qur risk management processes are pro-active and
dynamic, allowing us to respond quickly to changes in economic conditions or outlook.

Regulatory changes and compliance
The Group’s business as an international bank is subject to a complex regulatory framework comprising legislation, regulation and codes of
practice, in each of the countries in which we cperale. .

A key uncertainty for the Group relates to the way in which governments and regulators adjust laws and regulations and economic policies in
response t¢ macroaconomic and other systemic conditions. The financial crisis has spurred unprecedented levels of proposals to change the
regulations governing financial institutions and further changes to regulations remain under consideration in many jurisdictions.

The nature and impact of future changes in laws, regulations and economic policies are not predictable and could run counter to our strategic
interests. We suppart changes to laws, ragulations or codes of practice that wil improve the overall stability of the financial system. However,
we also have concerns that certain proposals may not achieve this desired objective and may have unintended conseguences, either
individually or in terms of aggregate impact. Proposed changes could affect the volatility and liguidity of the financial markets and,
cansequently, the way we conduct business and manage capital and lquidity. These effects may directly or indirecily impact our financial
performance. Both unilaterally and through our participation in indusiry forums, we endeavour to influsnce the development of relevant laws
and regulatory policies in our key markets. We also keep close watch on key regulatory developments in order to anticipate changes and their
potential impact.

We have a commitment to maintaining strang relationships with govemments and regulators in the countries in which we operate. At any time
the Group may be in discussion with a rangs of authorities and regulatory bodies in different countries on matters that relate to its past or
current business activities.

HM Treasury regulations require compliance with sanctions adoptad by the UK government. Similarly, US laws and regulations require
compliance with US economic sanctions against designated foreign countries, nationals and others. The Group has a US Dollar payments
and clearing business and has policies, procedures and controls designed to ensure compliance with relevant laws and regulations. Several
US agencies have investigated how a number of other financial institutions have processed US Dollar payments potentially involving
sanctioned parties. In the light of that activity relating to other institutions, the Group has initiated discussions with US authorities to discuss its
past business.

On 29 February 2008, the Group completed the acquisition of American Express Bank. Prior to the acquisition, subsidiaries of the American
Express Bank group located in New York and Miami had entered separately into a Written Agresment with the New York State Banking
Department and a Cease and Desist Order with the Federal Reserve Bank of Atlanta to address deficiencies relating to compliance with
applicable federal and state laws and regulations governing anti-money laundering.

On 15 January 2010, the New York State Banking Department notified the Group that Standard Chartered Intemational (USA) Ltd. (formally
American Express Bank Ltd) had satisfied the termns of the written agreament and that the agreement was therefore terminated. The Cease
and Desist Order remained in place during 2009. However, the board believes that during the year the Group achieved substantial compliance
with the terms of this document and the status of this matter continues to be manitored cfosely by the board.

Financial markets dislocation

Financial market volatility subsided in the second half of 2009. However there remains a risk that renewed volatility or a sudden financial
market dislocation could affect our performance over the coming year. These factors may have an impact on the mark-to-markat valuations of
assets in our available-for-sale and trading portfolios. The potential losses incurred by certain custormers holding derivative contracts during
pericds of financial market volatilty could also lead to an increase in customer disputes and corporate defaulis.

At the same time, financial market instability could cause some {financial institution counterparties to experience tighter iguidity conditions or
even fall. Government action has reduced the systemnic risk, but the impact on the financial services industry of ongoing uncertainty in the
broadar economic environment means that the risk nonetheless remains,

We have low expasure to rigky asset clagses and segments. We also maintain robust appropriateness and suitability processes to mitigate the
risk of customer disputes. We closely monitor the performance of our financial institution counterparties and adjust our exposure to these
counterparties as necessary.
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Geaopolitical events

We operate in a large number of markets around the world, and our performance is in part raliant on the openness of cross-barder trade and
capital flows. We face a risk that geopolitical tensions or conflict in our footprint could impact trade flows, our customers’ abllity to pay, and
our ability to manage capital or operations across borders. .

We actively monitor the pelitical situation in all of our principat markets, and conduct stress tests of the impact of extreme but pfausible
geopolitical events on our performance and the potential for such events to jeopardise our abiiity to operate within our stated risk appetite.

Reduced access to funding

Liquidity risk is the: risk that we either do not have sufficient financial resources available to meet all our obligations and commitments as they
fall due, or can access funding only at excessive cost. Exceptional market events can impact us adversely, thereby afiecting our ability to fulfi
our obligations as they fall due. The principal uncertainties for liquidity risk are that customers withdraw their deposits at 2 substantially faster
rate than expected, or that asset repayments are not received on the intended maturity date.

We seek to manage our liquidity prudently in afl geographical locations and for all currencies. Our customer deposit base is diversified both by
type and maturity, and we have a low dependence on wholesale funding. We also hold a portfolio of liquid assets which can be realised if a
liquidity stress event occurs.

Exchange rate movements : .

Changes in exchange rates affect, among other things, the value of our assets and liabilities denominated in foreign currencies, as well as the
eamings reported by our non-US dollar denominated branches and subsidiarigs. A sharp fall in the value of the US dollar could also impact
trade flows and the wealth of clients holding US dollar-denominated assets, both of which could have an impact on our performance.

We monitor exchange rate movements closely and adjust our exposures accordingly. Under certain circumstances, we may take the decision
to hedge our foreign exchange exposures in order to protect our capital ratios from the eflects of changes in exchange rates. The effect of
exchange rate movemants on the capital adequacy ratic is mitigated by corresponding movements in risk weighted assets.

Year Year
ended ended
31.12.09 . 31.12.08
Indian rupee
Average 48.35 43.50
Period end 46.54 48.65
Korean won . ‘
Average 1,276.62 1,101.82
Period end 1,164.47 1,259.91
Singapore dollar
Average 1.45 1.42
Period end 1.40 1.44

As a result of our normal business operations, Standard Chartered is exposed to a broader range of risks than those principal risks mentioned
above, and owr approach to managing risk is detailed on the following pages.

Market risk regulatory capital

At Group level, the FSA specifies minimurn capital requirements against market risk. The FSA has granted the Group CAD2 internal model
approval covering the majority of interest rate and foreign exchange risk in the trading book. In 2008 the scope was extended to include
precious and base metals market risk, Positions outside the CAD?2 scope are assessed according to standard FSA rules.

At 31 December 2008, our market risk regulatory capita! requirement was $1.6 billion (31 December 2008: $0.7 bilion). The increase
occured despite a reduction in trading book market risk as reflected above in internal VaR. 1 arises primarily due to energy derivative
positions that are subject to FSA standard rules and for which application has been made to the FSA for CAD2 approval.

Operational risk

Operational risk is the risk of direct or indirect loss due o an event or action resulting from tha failure of internal processes, people and
systemns, or from external events. We seek to minirmise exposure to operational risk, subject to cost trade-offs. Operational risk exposures are
managed through a consistent set of management processes that drive risk identilication, assessment, control and monttoring.

The Group Operational Risk Committee (GORC) oversees the management of operational risks across the Group, supported by business,
functional, and country-level committees. This formal structure of governance provides the Group Risk Committee with confidence that
operational risks are being proactively identified and effectively managed.

Group Operational Risk is responsible for setting and maintaining standards for operational risk management and measurement. An
independent assurance function, separate from the business and functions, is responsible for assuring adhererice to our operational rigk
controls.
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Regulatory risk

Regulatory risk includes ihe risk of loss arising from a failure to comply with the laws, regulations or codes applicable to the financial services
industry.

The Regulatory Risk function within Group Compliance & Assurance is responsible for developing and maintaining an appropriate framework
of regulatory compliance policies and procedures. Compliance with such policies and procadures is the responsibility of all employess and is
monitored by the Compliance & Assurance function.

The Group Compliance and Regulatory Risk Commitiee reviews and approves our Regulatory Compliance standards and monitors key
regulatory risks across the Group.

Reputational risk

Reputational risk is that we fail to meet the standards of performance or behaviours mandated by our Board and expected by our
stakeholders in the way in which business is conducted. It is our policy that protecting our reputation should at afl times take priority over all
other activities, including revenue generation.

Reputational risk will arise from the failure io effectively mitigate one or more of country, credit, liquidity, market, regulatory, operational,
environmental and social risk. All employees are responsible for day-to-day idertification and management of reputational risk.

The Wholesale Banking Responsibifity and Reputational Risk Committee and the Consumer Banking Responsibility and Reputational Risk
Committee have responsibility for managing reputational risk in their respective businesses, while the Group Risk Committee provides
oversight, sets Group-wide policy and monitors any material risk issues.

At country level, it is the responsibility of the country Chief Executive Officer to protect our reputation in that market. To achieve this, the
country Chisf Executive Officer and country management committee must actively:

s promote awareness and application of our policy and procedures regarding reputational risk;

s encourage business and functions to take account of our reputation in all decision-making, including dealings with customers and
suppliers;

» implement effective in-country reporting systems to ensure they are aware of all potential issues; and

» promote effective, proactive stakeholder management.

Pension risk

Pension risk is the rigk to the Group causad by our obligations to provide pension benefits to our employees. Pension risk exposure is not
concemed with the financial performance of our pensicn schemes themselves, rather the focus is upon the risk to our financial position which
arises from our need to meet our pension scheme funding obligations. The risk assessment is focused on our obligations towards our major
pension schemes, ensuring that our funding obligation to these schemes is comfortably within the financial capacity of the Group. Pension risk
is monitored on a quarterly basis, taking account of the actual variations in asset values and updated expectations regarding the progression
of the pension fund assets and liabilities.

The Pensions Executive Committee is the body responsible for govemance of pension risk and it receives its authority directly from the Court.

Tax risk

Tax risk is any uncertainty of outcome regarding our tax position.

We manage tax risk through the Tax Management Committee (TMC}, which receives its authority from the Group Asset and Liability
Committee (GALCO). Tax risks are Identified at both a country and a Group level; significant tax risks identified in this way, and mitigating
action both planned and taken, are reported to the TMC and GALCO on a quarterly basis.
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Asset backed securities

Total exposures to asset backed securities

31 December 2009 31 December 2008
Percentage ' Percemtage
af noticnal Canrying Fair of notional Carrying Fair
value of Notional value valug value of Notionat value value
portiolio Smillion Smilllon Smillion' Porifzlio Smillon Smillicn Smillion’
Residential Mortgage Backed Securities
{(RMVBS)
- US Alt-A 2% 74 42 3 2% 84 57 35
-USPrime , - 1 - - - 2 1 -
- Cther - 24% 819 767 708 28% 1,024 964 858
Collateralised Debt Obligations {CDOs)
- Asset Backed Securities 2% 77 13 10 5% 208 32 30
- Other CDOs 10% 353 285 273 9% 374 3086 225
Commercial Mortgage Backed Securities
(CMBS}
- US CMBS 4% 139 122 108 3% 147 129 a2
- Gther 19% 664 4380 373 15% &671 525 466
Other Asset Backed Securities (Other .
ABS) 39% 1,315 . 1,227 1,204 43% 1,935 1,740 1,551
100% 3,442 2,936 2,707 100% 4,450 3,759 3,257
Of which included within:
- Financial assets held at fair value .
through profit or loss 3% 103 97 97 - - - -
- Investment securities — avallable-for-
sale 26% 903 608 608 26% 1,745 725 725
- Investment securities — loans and
receivables 1% 2,436 2,231 2,002 74% 3.305 3,034 2,532
100% 3,442 2,936 2,707 100% 4,450 3,759 3,257

! Fair valua reflects the value of the entire porticlio, including the assets redesignated 1o loans and receivables.

The camying value of asset backed securities represents 0.7 per cent (31 December 2008: 0.9 per cent) of our total assets. The notional value
of the ABS portfolio fell by approximately $1 bilion during 2008 due to natural redemptions in the portfolio. The difference between camying
value and fair value of the remaining porticlio narrowed ta $229 milion at 31 December 2009, benefiting from both the redemptions and a
recovery in market prices in certain asset classes ’

The credit quality of the asset backed securities portfolio remains strong. With the exception of those securities subject to an impairment
charge, 80 per cent of the averall portfolio Is rated A or better, and 39 per cent of the overall portfolio is rated as AAA. The portfolio is broadly
diversified across asset classes and geographies, and there is no direct exposure to the US sub-prime market. The portfolio has an average
credit grade of AA-, unchanged from year-end 2008. 26 per cent of the overall portfolio is invested in RMBS, with a weighted average credit
rating of AA (AA+ in 2008). 45 per cent of the residential morigage exposures were originated in 2005 or earlier.

12 per cent of tha overall portfolio is in CDOs. This includes $77 milion of exposures to Mezzanine and High Grade CDOs of ASS, of which
$56 million have been impaired. The remainder of the CDOs have a weighted average credit rating of BBR (AA+ in 2008).23 per cent of the
overall porifolio is in CMBS, of which $139 million is in respect of US CMBS with a weighted average credit grade of AAA (AAA in 2008). The
weighted average credit rating of the Other CMBS Is A- {AA in 2008).39 per cent of the overall portfolio is in Other ABS, which includes
securities backed by credit card receivables, bank collateralised Ican obligations, future flows and student loans, with a weighted credit rating
of AA,

The Group reclassified some asset backed securities from trading and available-for-sale to loans and receivables with effect from 1 July 2008,
The securities were reclassified at their fair value on the date of reclassification. Note 14 on page 60 provides details of the remaining balance
of those assets reclassified in 2008. No assets were reclassified in the twelve months 1o 31 December 2004,

Writedowns of asset backed securities

Available- Loans anc
Trading for-sale receivables Total
Smilllon Smillior $millior Smiliion
31 December 2009
Credit to available-for-sale reserves - 25 - 26
Charge to the profit and loss account - {(70) 7) 77
31 December 2008 '
Charge to available-for-sale reserves - (309) - (309)

Charge to the profit and loss account {74) (20 — (164)




Standard Chartered Bank
Report of the Directors

Directors’ Report
The directors present their report and the audited financial statements of Standard Chartered Bank Group (the ‘Group’) and Standard
Chartered Bank {the 'Company’) for the year ended 31 December 2009,

Activities
The aciivities of the Group are banking and providing other financial services. The Financial Review on pages 3 to 12 contains a review of
the business during 2009.

Post halance sheet events
There are no post balance sheet events.

Financial instruments
Details of financial instruments are given in note 14 to the accounts.

Results and dividends
The results for the year are given in the income statement on page 24.

An interim dividend of $270 million was paid to ordinary shareholders during the year {2008: $1,819 million). The directors do not
recommend the payment of a final dividend {2008:8nil).

Share capital
Details of the Company's share capital are given in note 38 to the accounts.

Loan capital
Details of the loan capital are given in note 37 to the accounts.

Property, plant and equipment
Details of the property, plant and equipment of the Company are given in note 26 to the accounts.

Directors and their interests
The directors of the Company at the date of this report are:

Mr P A Sands, Chairman
Mr S P Bertamini

MrJ S Bindra

Mr G R Bullock

Mr R H Meddings

Mr T .J Miller

Mr AM G Rees

None of the directors have a heneficial or non-beneficial interest in the shares of the Company or in any of its subsidiary undertakings.
Details of directors' pay and benefits are disclosed in note 13 to the accounts,

All of the directors as at 31 December 2009, except for Mr Bindra and Mr Miller are directors of the Company’s ultimate holding company,
Standard Chartered PLC, and thelr interests in the share capital of that company are shown in its report and accounts. Mr Rees was
appointed as a director of Standard Chartered PLC with effect from 4 August 2608.

Directors’ Interests in Standard Chartered PLC Ordinary Shares

At 1 Janyary 2009 At 31 December 2009
Directors i Tolal interests Tetal interests
J 8 Bindra 162,159 130,279
T J Miller 147,686 162,525

2004 Deferred Bonus Plan

Shares held Shares awarded Shares held

in frust at Shares awarded in respect of Shares vested in frust at

Directers 1 January 2009 duting the period noticnal dividend during the period 31 Decemnber 2009
J S Bindra 14,393 - 142 14,636 -
T J Miller 16,906 = 166 17,072 -

1 Adjustrments made to all unexercised share awards granted under the Group's Employee Share Scheme as part of the rights issue.



Standard Chartered Bank

Report of the Directors continued

Directors and their interests continued
Long Term incentives - Share Options and Awards of Shares

Directors Schems 1 January Ec)c'lt\':-i1 Granted Exerdsed Lapsed 31 December 2062
J S Bindra 2000 ESOS 74,114 - 74,114 - -
Sharesave 2,824 1,356 2,824 - 1,356
2001 PSP 169,251 127,314 35,316 6,233 255,018
20086 RSS - 30,621 - - 30,621
T J Mifler 2000 ESOS 239,248 - 239,246 - -
Sharesave 1,912 - - - 1,912
2001 PSP 240,378 135,802 64,073 13,104 269,003
2006 ASS - 34,148 - - 34,148

Definitions:

2000 Executive Share Option Scheme {2000 ESOS?

Under the 2000 ESOS, options to acquire Standard Chartered PLC ordinary shares are exercisable after the third, but before the tenth,
anniversary of the date of grant. The exercise price per share is the share price at the date of grant and optiens can normally only be
exercised if performance conditions are satisfied.

2001 Performarnce Share Plan (‘2001 PSP")

Under the 2001 PSP, awards of deferred rights or nil price options te acquire Standard Chartered PLC shares are granted and are
exercisable after the third, but before the tenth anniversary of the date of grant, if the individual is still employed by the Group and
performance conditions are satisfied.

Restricted Share Scheme ('RSS’)
Under the RSS, the value of shares awarded in any year to any individual may not exceed two times’ their base salary. Fifty per cant of the
award vests two years after the date of grant and the balance after three years. The RSS does not have performance cenditions.

Sharesave

Under Sharesave, employees are invited to open a three-year or a five-year savings contract, Within a period of six months after the third or
fifth anniversary, employees may purchase ordinary shares in Standard Chartered PLC at a price which is at a discount of up to 20 per cent
on the share price at the date of invitation. There are no performance condiiions attached to options granted under these schemes.

1924 Executive Share Option Scheme {1994 ESOS")
This scherne is now closed. No awards have besn made under this scheme since August 1999.

Community Investment

The Group recognises its responsibility to invest in the communities where it operates and to act as a good corporate citizen. in 2008, the
Group made a total investment of $38.3 million (2008: $48.6 million) in the communities in which it operates. This included direct financial
support of $20.3 million (2008: $30.7 million), and indirect contributions, which comprise employee time; the donation of non-monetary
goods and funds raised by our employees of $13.3 milion (2008: $13.3 million).

Employees

The employment policies of the Company are designed to meet relevant social, statutory and market conditions and practices in each
country where it operates. The Company communicates systematically with its employees on a wide range $f issues, through briefings to
managers, who are encouraged to hold subsequent meetings with staff and through circulars, puklications and videos.

The Company recognises its social and statutory duty to employ disabled people and has followed a policy in the United K'ingdom of
providing the same employment opportunities for disabled people as for others wherever possible. If employees become disabled, every
effort is made to ensure their continued employment with appropriate training where necessary.

Risk management RN

The risk management objectives of the Group and Company including the policy for hedging risk is set cut in note 49. The Group and
Company's exposurs to market risk is sel out in note 49, credit risk in note 50, liquidity risk in note 51 and currency risk in note 52 to the
accounts.

Significant contracts
There were no cantracts of significance during the year in which any of the directors were materially interested.

Areas of operation ’ .
The Company operates through branches and subsidiaries in Asia Pacific, the Middle East, South Asia, Africa, Europe, the United Kingdom
and the Americas.

Creditor payment policy

Operating businesses are responsible for agreeing the terms and ¢onditions with their suppliers in the sconomies where they conduct
business. It is the Company's policy to pay creditors when the amounts fall- due for payment. For Standard Chartered Bank in the United
Kingdom at 31 December 2009 there were 43 days purchases outstanding.
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Standard Chartered Bank

Report of the Directors continued

Environmental policy

The Company recognises that it should minimise any adverse impact of the conduct of its business on the environment. It therefore aims to
manage its businesses according to best practice with regard to the use of energy and other resources and by disposing of waste
responsibly, by encouraging its customers to ensure that their preducts, processes and businesses do not damage the environment
unnecessarily and by taking environmental considerations intc account in business decisions.

Qualifying Third Party Indemnities

Standard Chartered PLC, the Company's ultimate holding company has granted qualifying third party indemnities to the directors of the
Company. These indemnities remain in force at the time of this report. The Company itself has not granted any qualitying third party
indemnities o the directors.

Social, Ethical and Environmental Responsibilities

The Group complies with the guidefines issued by the Association of British Insurers on responsible investment disclosure and is committed
to the communities and environments in which it operates. The Court is responsible for ensuring that high standards of responsible business
are maintained and that an effective control framework is in place. The Group has established and maintains policies and procedures in
relation to SEE related risks. Through the Group’s risk management structure and ¢ontrol framework, the Court receives regular ang
adequate information to identify and assess significant risks and opportunities arising from SEE matters.

Designated policy owners monitor risks in their area. They also work with line management to assist them in designing procedures to ensure
compliance with these requirements. In every country, the Country Management Committee (‘MANCO'") supported by the Country
Operational Risk Group {'CORG'} is responsible for ensuring there are risk management frameworks in place to monitor, manage and report
SEE risk. The Country Chief Executives chair both the MANCOs and CORGs.

Compfiance with these policies and procedures is the responsibility of all managers. In assessing, incentivising and rewarding performance,
guldance to managers was published during 2002. This explicitly states that account should be taken of adherence to all relevant Group
policies, including those associated with SEE risk. Significant exceptions and emerging risks are escalated to senior management through
clearly documented intemal reporting procedures such as MANCO,

Key areas of risk are tﬁose associated with customers’ activities and potential impacts on the natural environment. The Court recognises its
responsibility to manage these risks and that failure to manage them adequately would have an adverse impact on the Group's business.
These risks are recognised in reaching lending decisions explicitly identified in the Group’s lending policies. The Group has adopted the
revised Equator Principles 2 that set procedures, based on the International Finance Corparation guidelines, for recognising the
environmental and social impacts and risks associated with project finance. The Principles have been embedded in the Group's project
finance lending policy and procedures.

The Group continues ta review and, where appropriate, strengthan its money laundering prevention policies, procedures and training. The
Court is not awars of any material exceptions to its policies.

Auditor

KPMG Audit Plc have agreed to continue as the Company’s auditor and a resolution for their re-appointment will be proposed at this year’s
annual general meeting.

The directors have taken all necessary steps to make themselves and KPMG Audit Plc aware of any information needed in performing the

audit of the 2008 Annual Report and Accounts and as far as each of the directors is aware, there is no relevant audit information of which
KPMG Audit Plc is unaware.

By order of the Court /‘)

A Durbin
Secretary
3 March 2010
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Standard Chartered Bank

Statement of Directors’ Responsibilities in respect
of the Financial Statements

The directors are responsible for preparing the Director's Report and the Group and Bank financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare Group and Bank financial statements for each financial year. Under that law they are
required to prepare the Group and Bank financial statements in accordance with IFRSs as adopted by the EU and applicable law.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state of aifairs of the Group and Bank and of their profit or loss for that period. In preparing each of the Group and Bank financial
statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;
+ make judgments and estimates that are reasonable and prudent;
* state whether they have been prepared in accordance with IFRSs as adopted by the EU; and

* prepare the financial statements on the going concem basis unless It is inappropriate to presume that the Group and the Bank will
continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's transactions
and disclose with reasonable accuracy at any time, the financial position of the Bank and enable them to ensure that its financia! statements
comply with the Companies Act 2008. They have genera! responsibility for taking such steps as are reasonably open to them to safeguard
the assets of the Group and to prevent and detect fraud and other irregularities.

Directors’ responsibility statement

The directors confim to the best of their knowledge:

1. the financial statements prepared in accordance with IFRSs as adopted by the EU, give a true and fair view of the assets, liabilities,
financial position and profit of the Company and the undertakings included in the consolidation as a whole; and

2. the management reports, which are incorporated into the report of the directors, includes a fair review of the development and
performance of the business and the position of the Company and the undertakings included in the consolidation as a whole, together
with the principal risks and uncertainties they face.

By order of the Court

R H Meddings

Director
3 March 2010
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Independent Auditor’s Report
to the members of Standard Chartered Bank

We have audited the financial statements of the Group (Standard Chartered Bank and its subsidiaries) and Bank (Standard Chartered Bank)
{together referred to as the “financial statements'} for the year ended 31 December 2009 as set out in pages 24 to 166.

The financial reporting framework that has been applied in their preparation is applicable law and International Financial Reporting Standards
(IFASs) as adopted by the EU and, as regards the Bank's financial statements, as applied in accordance with the provisions of the
Companies Act 2006.

This report is made solely to the Bank's members, as a body, in accordance with sections 495 and 496 of the Companies Act 2006. Our
audit work has been undertaken so that we might state to the Bank's members those matters we are required to state to them in an
auditors' report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Group and the Bank's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors' Responsibilities Statement set out on page 22, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the
Auditing Practices Board's (APB's} Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial stalements is providec_i on the APB's web-site at www.fre.org.uk/apby/scope/UKP.
Opinion on financial statements
In our opinion:

= 1he financial statements give a true and fair view of the state of the Group's and of the Bank’s affairs as at 31 December 2009 and of
the Group's profit for the year then ended;

¢ the Group financial statements have been properly prepared In accordance with IFRSs as adopted by the EU;

+ the Bank financial statemenis have been properly prepared in accordance with IFRSs as adopted by the EU and as applied in
accordance with the provisions of the Companies Act 2006; and

» the financial statements have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, the information given in the Directors’ Report, which include information presented in the Financial Review that are cross
referenced from the Report of the Directors, for the financial year for which the financial statements are prepared is consistent with the
financial statements.

Matters on which we are required to report by exception
We have nathing to report in respect of the following matters where the Companies Act 2006 requires us to report to you if, In our opinion:

» adequate accounting records have not been kept by the Bank, or returns adequate for our audit have not been received from branches
not visited by us; or

+ ihe Bank's financial statements are not in agreement with the accounting records and returns; or
¢ certain disclosures of directors' remuneration specified by law are not made; or

¢ we have not received all the information and explanations we require for our audit.

M StJ Ashley (Senior Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor
Chartered Accountants

London

3 March 2010



Standard Chartered Bank

Consolidated income statement

For the year ended 31 December 2009

2009 2008
Notes Smillion Smillion
Interest income 3 12,926 16,272
Interest expense 4 {5,255) (8,807}
Net interest income 7,671 7,465
Fees and commission income 5 3,824 3,420
Fees and commission expense 5 (454) (479)
Net trading income 6 2,872 2,431
COther operating income 7 1,301 8aa
Non-interest income 7,543 6,205
Operating income 15,214 13,670
Staff costs 8 (4,909) {4,733}
Premises costs 8 {698) (738)
General administrative expenses 8 (1,822) (1,711)
Depreciation and amortisation g {538) {465)
Operating expenses {7,967) (7.647)
Operating profit before impairment losses and taxation 7,247 6,023
Impairment losses on loans and advances and other credit risk provisions 20 (2,000} {1,321)
Cther impairment 10 (102 (469)
Profit from associatos 21 1
Profit hefore taxation 5,166 4,234
Taxation 11 {1,640) {1,108}
Profit for the year 3,526 3,126
Profit attributable to:
Minocrity interests 39 329 240
Parent company shareholders 3,197 2,886
Profit for the year 3,526 3,126

The notes on pages 31 to 161 form an integral part of these financial statements.
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Standard Chartered Bank

Consolidated statement of comprehensive income

For the year ended 31 December 2009

2009 2008
Notes Smalion Smillion
Profit for the year 3,526 3,126
Other comprehensive income:
Exchange differences on translation of foreign operations:
Net gains/{losses) taken to equity 600 (2,806}
Transferred to income on repatriation of branch capital - 5
Actuarial losses on retirement benefit obligations 38 (150) {229)
Share of comprehensive income from associates 19 -
Available-for-sale investments:
Net valuation gains/{losses) taken 1o equity 455 (738)
Reclassified to income (580 {108)
Cash flow hedges:
Net gains/(losses) taken to equity 14 (176)
Reclassified to income 106 (18)
Taxation refating to components of other comprehensive income 11 62 218
QOther comprehensive incomne for the vear, net of taxation 526 (3,942
Total comprehensive income for the year 4,052 (818}
Attributable to:
Minority interests 39 348 119
Parent company shareholders ) 3,704 (835)
4,052 (816}

The notes on pages 31 to 161 form an integral part of thase financial statements.
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Standard Chartered Bank

Consolidated balance sheet

As at 31 December 2009

2008 2008
Notes Smitlion Smillion
Assets
Cash and balances at central banks 14, 42 18,131 24161
Financial assets held at fair value through prafit or loss 14,15 22,446 15,425
Derivative financial instruments 14,16 38,218 69,657
Loans and advances to banks 14,17, 20 50,884 48,581
Loans and advances to customers 14,18, 20 198,292 174,178
Investment securitios 14, 22 75,728 69,342
Other assets 14, 28 17,113 20,368
Current tax assets 203 702
Prepayments and accrued income 3,241 3,464
Interests in associates 23 514 511
Goodwill and intangible assets 25 6,451 6,354
Property, plant and equipmeant 26 4,103 3,586
Deferred tax assets 27 1,096 660
Total assets 436,420 434,989
Liabilities
Deposits by banks 14, 30 38,461 31,908
Customer accounts 14, 31 251,244 234,008
Financial liabilittes held at fair valug through profit or loss 14,15 14,505 15478
Derivative financial instruments 14,16 36,875 67,775
Debt securities in issue 14,32 24,502 22,075
Other liabilities 14,34 16,084 17,426
Due to parent companies 2,588 2,113
Current tax liabffities B62 601
Accruals and deferred income 3,988 4,077
Subordinated liabilities and other borrowed funds 14, 37 18,240 17,709
Deferred tax liabifities 27 193 176
Provisions for labilities and charges 35 184 137
Retirement benefit obligations 36 506 447
Total liabilities 409,232 413,931
Equity
Share capital a8 11,246 8,746
Reserves 13,659 10,261
Total parent company shareholders’ equity 24,905 19,037
Minority interests 39 2,283 2,021
Total equity 27,188 21,058
Tatal equity and liabilities 436,420 434,989

The notes on pages 31 to 161 form an integral part of these financia! statements.

These financial statements were approved by the Court of Directors and authorised for issue on 3 March 2010 and signed on its behalf by:

P A Sands
Director

(e

R H Meddings
Director
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Standard Chartered Bank

Consolidated statement of changes in equity

For the year ended 31 December 2009

Cagpiltal
and Parent
Share Capital Available- Cash flow company
Share  premium redemplion for-sale hedge Translalion Retained shareholders Minority
capital account reserve’ reserve reserve teserve  eamings equity  interests Total
Smillion Smillion Smillion Smillion Smillion Smillion Smillion $ million Smillion Smillion
At 1 January 2008 8,746 1,796 40 750 57 975 9,568 21,832 B01 22,533
Profit for the year - - - - - - 2,886 2,886 240 3,126
Other comprehensive income - - - {755) (140  (2,778) (1487 (3,821} {iz1}y (3,942}
Distributions - - - - - - - - {147} (147
Share option expense, net of
taxation - - - - - - (31 (31) - (31)
Dividends, net of scrip - - - - - - (1,929 {1,929) - (1,929
Other increases - - - - - - - - 1,448 1,448
At 31 December 2008 8,746 1,796 40 (5) (83 (1,803) 10,346 19,037 2,021 21,058
Profit for the year - - - - - - 3,197 3,197 329 3,526
Other comprehensive income - - - (83) 102 599 {111y 507 19 526
Distributions - - - - - - - - (87 a7
Shares issued, net of expenses 2,500 - - - - - - 2,500 - 2,500
Share option expense, net of
taxation - - - - - - 35 35 - 35
Dividends, net of scrip - - - - - - (371) (371) - (371)
Other increases - — - - - — - - 1 1
At 31 December 2009 11,246 1,796 40 (s8) 19 {1,204} 13,096 24,905 2,283 27,188

! Includes capital reserve of $5 million and capital redemplion reserve of $35 million at 7 January 2008, 31 December 2008 and 2009.

2 Comprises actuarial losses, net of taxation and minority interest share,

3 Comprises actuarial losses, net of taxetion, minerity interest share of $130 milion and share of comprehensive income from assoclates of $19 milion,

The notes on page's‘31 to 161 form an integral part of these financial statements.
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Standard Chartered Bank

Cash flow statement

For the year ended 31 December 2009

Group Company
2009 2008 2009 2008
Notes Smillich Smillion Smillien Smillion
Cash flows from operating activities
Profit before taxation 5,166 4,234 2,889 3,171
Adjustments for:
Non-cash items and other items included within income statement 41 1,301 2,267 740 (381}
Change in operating assets 4 3,089 (83,557) 7,898 (74,882)
Change in operating liabilities 41 (14,234) 102,248 {21,039) 89,890
Contributions to defined benefit schemes {124) {95} (38) (39)
UK and overseas taxes, net of refund {1,184) (1,402} (577) {662)
Net cash {used in)/from operating activities (5,986) 23,695 (10,457) 17,197
Net cash flows from investing activities
Purchase of property, plant and equipment (261) (579 {117} (277)
Disposal of property, plant and equipment 218 73 10 3
Acquisition of investment in subsidiaries, net of cash acquired (68) 6,209 {1,577} {1,928)
Disposal of investment in subsidiaries - 1,759 - 1,759
Purchase of investment securities {129,739) (109,938) {41,662) (48,303)
Dividends received from subsidiaries and associates 1 - 273 528
Disposal and maturity of investment securities 126,678 a7,756 43,707 48,476
Redemption of investment in subsidiaries - - 565 300
Net cash {used in)/from investing activities {3,161} {4,720} 1,199 558
Net cash flows from financing activities
Issue of ordinary and preference share capital, net of expenses 2,500 - 2,500 -
Redemption of preference share capital - - - {1.024)
Interest paid on subordinated liabilities {361) (531) {313) (401)
Gross proceeds from issue of subordinated liabifities 3,863 3,677 3,300 3,360
Repayment of subordinated liabilities {2,440) 412 {1,789) -
Dividends paid to minority interests and preference shareholders,
net of scrip (188} {257) (101) (110)
Dividends paid to ordinary shareholders, net of scrip (270) (1,819} {270) (1,819
Net cash from financing activities 3,104 558 3,327 6
Net (decrease)/increase in cash and cash equivalents (6,043) 19,633 (5,931} 17,761
Cash and cash equivalents at beginning of year 73,696 55,336 1,170 23,238
Effect of exchange rate movements on cash and cash equivalents 118 {1,273) 176 i71
Gash and cash equivalents at end of year 42 68,071 73,696 35,415 41,170

' Amcunts have been restated as explained in note 53.

The notes on pages 31 to 161 form an integral part of these financial statements.
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Standard Chartered Bank

Company balance sheet

As at 31 December 2008

2009 2008
Naotas Smillion Emilllon
Assets
Cash and balances at centiral hanks 14, 42 11,800 17,679
Financial agsets held at fair value through profit or loss 14,15 14,974 9,276
Derivative financial instruments 14,16 35,207 63,480
Loans and advances 1o banks 14,17,20 23,389 21,167
Loans and advances fo customers 14,18, 20 89,067 74,485
Investment securities 14,22 31,403 32,244
Cther assets 14, 28 10,075 13,679
Due from subsidiary undertakings and other related parties 14,685 13,025
Current tax assets 125 382
Prepayments and accrued income 1,743 1,767
nvestment in subsidiary undertakings 23 17,356 16,790
Investment in joint ventures 23 297 297
Investment in associates 23 53 70
Goodwill and intangible assets 25 630 610
Property, plant and equipment 26 623 587
Deferred tax assets 27 716 368
Assets classified as held for sale - 387
Total assets 252,143 266,290
Liabilities
Deposits by banks 14,30 21,526 1B,060
Customer accounts 14,31 104,952 95,403
Financial liabilities held at fair value through profit or loss 14,15 5,844 B,701
Derivative financial instruments 14,16 34,605 62,561
Debt securities in issue 14,32 11,993 8,004
QOther liabilities 14,34 6,914 8,877
Due to subsidiary undertakings and other related parties 26,506 29,921
Current tax liabilities 526 2B4
Accruals and deferred income 2,430 2,125
Subordinated liabilities and other borrowed funds 14,37 17,492 15,907
Deferred tax liabilities 27 20 15
Provisions for liahilities and charges 35 122 i5
Retirement benefit obligations 36 393 182
Liahilities classified as held for sale - 405
Total liabilities 233,323 251,360
Equity
Share capital 38 11,246 B,746
Reserves 7,574 6,184
Total parent company shareholders’ equity 18,820 14,830
Total equity and liabilities 252,143 266,290

The notes on pages 31 to 161 form an integrat part of these financial statements.

These financial statements were approved by the Court of Directors and authorised for issue on 3 March 2010 and signed on its behalf by:

e

P A Sands R H Meddings
Director Director
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Company statement of changes in equity

For the year ended 31 December 2009

Capital
and
Share Capilal  Available- Cash flaw
Share premium redemption for-sala hedge ‘Translation Retlainad
capital accaunt reserve’ reserve reserve raserve eamings Total
Smillion Smillion Smillion Smiltion Smillion Smillon Smillion Smillion
At 1 January 2008 8,746 1,796 40 53 25 485 4,007 15,152
Profit for the year - - - - - - 2,681 2,681
Other comprehensive income - - - (275) (143) (485) {60} (943)
Share option taxation - - - - - - {31} {31)
Dividends, net of scrip - - — — - - {1,929y (1,929}
At 31 December 2008 8,746 1,796 40 (222) {118) 20 4,668 14,930
Profit for the year - - - - - - 1,639 1,638
Other comprehensive income - - - {81) 132 150 (126) 75
Shares issued, nat of expenses 2,500 - - - - - - 2,500
Share option taxation - - - - - - 47 47
Dividends, net of scrip - - - - - ~ (371) {371)
At 31 December 2009 11,246 1,786 40 {(308) 14 170 5,857 18,820

! Includes capital reserve of $5 million and capital redemption reserva of $35 million at 1 January 2008, 31 December 2008 and 2009,

The notes on pages 31 to 161 form an integral part of these financial statements.
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Standard Chartered Bank

Not_es to the financial statements

1.  Accounting policies

Statement of compliance

The Group financial statements consolidate those of
Standard Chartered Bank (the 'Company’) and its
subsidiaries (together referred to as the ‘Group’), equity
account the Group's interest in associates and
propertionately consolidaie interests in jointly controlled
entities. The parent company financial statements present
information about the Company as a separate entity and not
about its group.

Both the parent company financial statements and the
Group financial statements have been prepared and
approved by the direciors in accordance with International
Financial Reporting Siandards ('IFRS") and International
Financial Reporting Interpretation Committee ('IFRIC’)
Interpretations as adopted by the EU (together ‘adopted
IFRS’). In publishing the parent company financial
staterments together with the Group financial statements,
the Company has taken advantage of the exemption in
section 408 of the Companies Act 2006 not to present its
individual statement of comprehensive income and related
notes that form a part of these approved financial
statements.

New accounting standards adopted

On 1 January 2009 the Group and Company retrospectively
adopied IAS 1 ‘Presentation of Financial Statements'
(revised 2007). As a resuli, in the Group's financial
statements certain terminology has changed and a
statement of changes in equity has been included as a
primary statement.

On 1 January 2009 the Group retrospectively adopted

IFRS 8 'Operating Segments’ which did not have a material
impact on the Group’s financial statenents. The Group’s
reportable segments, as disclosed in note 2, continue to be
Consumer Banking and Wholesale Banking. In addition, the
Group continues to provide entity-wide geographic financial
information.

On 1 January 2009 the Group and Company retrospectively
adopted IFRIC 13 ‘Customer Loyalty Programmes’, IFRIC
16 *Hedges of a Net Investment in a Foreign Operatior?’,
amendments to IFRS 2 ‘Share Based Payment: Vesting
Conditions and Cancellations', IAS 23 {revised) ‘Borrowing
Costs' and an amendment to 1AS 32 'Financial Instruments:
Presentation’, none of which had a material impact on the
financial statements.

On 1 January 2009 the Group and Company prospectively
adopted an amendment to IAS 27 'Consolidated and
Separate Financial Statements’ in respect of cost of
investment in a subsidiary, joinily controlled entity or
associate, which did not have a material impact on the
financial statements.

On 1 January 2009 the Group and Company prospectively
adopted amendments to IFRS 7 ‘Financial Instruments:
Disclosures’, and the required disclosures are presented in
note 14 to these financial siatements. Where permitted,
comparatives have not been provided.

On 1 January 2009, the Group and Campany adopted
Improvemenits to IFRSs (2008), a cellection of amendments
to a number of IFRSs. The amendments to IAS 19, IAS 20,
IAS 28, 1AS 31, IAS 32, and IAS 40 were applied on a
prospective basis and the amendments to IAS 1, IAS 7, I1AS
16, IAS 19, 1AS 23, IAS 27, IAS 29, IAS 36, IAS 38 and I1AS
39 were applied on a retrospective basis. None of these
amendments has had a material impact on the Group’s
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financial statements. However, the amendment to IAS 7
resulted in a reclassification in the cash flow statement of
cash flows between investing and cperating activities.
Further details are provided in note 53.

0On 31 December the Group and Combany adopted on a
retrospective basis the amendments to IAS 32.

Basis of preparation

The consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of cash-settled share based paymenis,
available-for-sale assets, and financial assets and liabilities
(including derivatives) at fair value through profit or loss. The
Company financial statements have been prepared on an
historical cost basis, as modified by cash settled share
based paymenis and the revaluation of financial assets and
liabilities (including derivatives) at fair value through profit or
loss.

The preparation of financiat statements in conformity with
adopted IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgement in the process of applying the Group’s
accounting policies.

The accounting policies set out below have been applied
conasistently across the Group and to all periods presented
in these financial staternents.

Consolidation

Subsidiaries

Subsidiaries are all entities, including special purpose
entities ('SPEs"), over which the Group has the power to
directly or indirectly govern the financial and operating
policies, generally accompanying a shareholding of more
than one half of the voting rights. Subsidiaries are fully
consolidated from the date on which the Group effectively
obtains control. They are de-consolidated from the date that
control ceases.

SPEs are consolidated when the substance of the
relationship between the Group and its entity indicates the
control by the Group. Potential indicators of control include
amongst others, an assessment of risks and benefits in
respect of the SPE's activities.

The purchase method of accounting is used to account far
the acquisition of subsidiaries by the Group. The cost of an
acquisition is measured as the fair value of the assets given,
equity instruments issued and liabilities incurred or assumed
at the date of exchange, together with costs directly
attributable to the acquisition. Identifiable net assets and
contingent liabilities acquired are fair valued at the
acquisition date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition over the fair
value of the Group’s share of the identifiable net assets and
contingent liabilities acquired is recorded as goodwill. If the
cost of acquisition is less than the fair value of the net assets
and contingent liabilitties of the subsidiary acquired, the
difference is recognised directly in the income statement.
Where the fair values of the identifiable net assets and
contingent liabilities acquired have been determined
provisionally, or where contingent or deferred consideration
is payable, any adjustments arising from their subsequent
finalisation are made as of the date of acquisition and
amounts restated as appropriate.

Inter-company transactions, batances and unrealised gaing
and losses on transactions between Group companies are
eliminated in the Group accounts.
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Notes to the financial statements continued

1.  Accounting policies continued

Consolidation continued

Associates

Associates are all eniities over which the Group has the
ability to significantly influence, but not control, the financial
and operating policies and procedures generally
accompanying a shareholding of between 20 per cent and
50 per cent of the voting rights.

Investments in associates are accounted for by the equity
methed of accounting and are initially recognised at cost.

The Group's investmentin associates includes goodwilt
identified on acquisition (net of any accumulated impairment
loss).

The Group's share of its associates’ post-acquisition profits
or losses is recognised in the income statement, and its
share of post-acquisition movements in other comprehensive
income is recognised in reserves. The cumulative post-
acquisition movements are adjusted against the carrying
amount of the investment. When the Group’s share of losses
in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the
Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the
associate.

Unrealised gains and losses on transactions between the
Group and its associates are eliminated to the extent of the
Group's interest in the associates.

“Joint ventures

Interests in jointly controfied entities are recognised using
proportionate consolidation whereby the Group's share of
the joint venture's assets, liabilities, income and expenses
are combined line by line with similar items in the Group's
financial statements.

Investment in subsidiaries, associates and joint ventures
In the Company's financial statements, investment in
subsidiaries, associates and joint ventures are held at cost
less impairment and dividends from pre-acquisition profits
received prior to 1 January 20089, if any.

Foreign currency translation

Both the parent company financial statements and the
Group financial statements are presented in US dollars,
which is the presentation currency of the Group and the
functicnal and presentation currency of the Company.

Transactions and balances :

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at the
dates of the ransactions. Foreign exchange gains and
losses resulting from the settlement of such transactions,
and from the translation at year-end exchange rates of
manetary assets and liabilities denominated in foreign
currencies, are recognised in the income statement. Non-
monetary assets and liabilities are translated at historical
exchange rates if held at historical cost, or year-end
exchange rates if held at fair value, and the resulting foreign
exchange gains and losses are recognised in either the
income statement or shareholders’ equity depending on the
treatment of the gain or loss on the asset or liability.

Group companies

The results and financial position of all the entities included in
the Group financial statements that have a functional
currency different from the Group's presentation currency
are accounted for as follows:
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= assets and liabilities for each balance sheet presented are
translated at the closing rate at the balance sheet date;

« income and expenses for each income statement are
translated at average exchange rates or at rates on the
date of the transaction where exchange rates fluctuate
significantly; and

« all resulting exchange differences arising since 1 January
2004 are recognised as a separate component of equity.

On consclidation, exchange differences arising from the
translation of the net investment in foreign entities, and of
borrowings and other cumency instruments designated as
hedges of such investments, are taken to other
comprehensive income. When a foreign operation is sold or
capital repatriated they are recognised in the income
statement as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition

‘of a foreign entity are treated as assets and liabilities of the

foreign entity and translated at the closing rate.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition
over the fair value of the Group'’s share of the identifiable net
assets and contingent liabilities of the acquired subsidiary,
associate or joint venture at the date of acquisition. Goodwill
on acquisitions of subsidiaries is included in ‘Intangible
assets’. Goodwill on acquisitions of associates is included in
‘Investmenis in associates’. Goodwill included in intangible
assets is assessed at each balance sheet daie for
impairment and carried at cost less any accumulated
impairment losses. Gains and losses on the disposal of an
entity include the carrying amount of goodwill relating to the
entity sold. Geodwill is allocated to cash-generating units for
the purpose of impairment testing. Cash generating units
represent the lowest level within the Group at which the
goodwill is monitored for internal management purposes.
These are smaller than the Group's reportable segments (as
set outin note 2) as the Group views its reportable segments
on a global basis. Note 25 sets out the major cash-
generating units to which goodwill has been allocated.

Acquired intangibles

At the date of acquisition of a subsidiary or associate,
intangible assets which are deemed separable and that arise
from contractual or other legal rights are capitalised and
included within the net identifiable assets acquired. These
intangible assets are initially measured at fair value, which
reflects market expectations of the probability that the future
economic benefits embodied in the asset will flow to the
entity, and are amortised on the basis of their expected
useful lives (four to 16 years). At each balance sheet date,
these assets are assessed for indicators of impairment. In
the event that an asset’s carrying amount is determined 1o
be greater than its recoverable amount, the asset is written
down immediately.

Computer software .

Acquired computer software licences are capitalised on the
basis of the costs Incurred to acquire and bring to use the
specific software. Costs associated with the development of
software are capitalised where it is probable that # will
generate future economic benefits in excess of its cost.
Computer software costs are amortised on the basis of
expected usefu! life (three to five years). Costs associated
with maintaining software are recognised as an expense as
incurred. At each balance sheet date, these assets are
assessed for indicators of impairment, In the event that
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Intangible assets continued

an asset’s carrying amount is determined to be greater than
its recoverable amount, the asset is written down
immediately.

Property, plant and equipment

Land and buildings comprise mainly branches and offices. All -

prepetty, plant and equipment is stated at cost less
accumulated depreciation and impairment losses. Cost
includes expenditure that is directly attributable to the
acquisition of the assets.

Subsequent costs are included in the asset’s carrying
amount or are recognised as a separate asset, as
appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group and
the cost of the item can be measured reliably, All other
repairs and maintenance are charged to the income
statement during the financial pericd in which they are
incurred.

Freehold land is not depreciated although it is subject to
impairment testing. Depreciation on other assets is
calculated using the straight-line method to allocate their
cost to their residual values over their estimated useful lives,
as follows:

Buildings up to 50 years
Leasehold improvements life of lease, up to 50 years
Equipment and motor vehicles  three to 15 years

The assets' residual values and useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date. At each
balance sheet date, assets are also assessed for indicators
of impairment. In the event that an asset's carmying amount is
determined to be greater than its recoverable amount, the
asset is written down immediately to the recoverable
amount.

Gains and losses on disposals are included in the income
statement.

Leases
Where a Group company is the lessee

The leases entered into by the Group are primarily operating -

leases. The total payments made under operating leases are
charged to the income statement on a straight-line basis
over the period of the lease,

When an operating lease is terminated before the lease
petiod has expired, any payment required to be made to the
lessor by way of penalty is recognised as an expense in the
period in which termination takes place.

Where the Group is a lessee under finance leases, the leased
assets are capitalised and included in ‘Property, plant and
equipment’ with a corresponding liability to the lessor
recognised in ‘Other liabilities’. Finance charges payable are
recognised over the period of the lease based on the interest
rate implicit in the lease to give a constant periodic rate of
return.

Where a Group company is the lessor

When assets are leased to customers under finance leases,
the present value of the lease payments is recognised as a
receivable. The difference between the gross receivable and
the present value of the receivable is recognised as unearned
finance income. Lease income is recognised over the term of
the lease using the net investment method (before tax),
which reflects a constant periodic rate of return ignoring tax
cash flows.

Assets leased to customers under operating leases are
included within ‘Property, plant and equipment' and
depreciated over their useful lives. Rental income on these
leased assets is recognised in the income statement on a
straighi-line basis unless another systematic basis is more
representative.

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise cash, on demand and ovemight
balances with central banks (unless restricted} and balances
with less than three months maturity from the date of
acquisition, including: treasury bills and other eligible bills,
loans and advances to banks, and short-term government
securities.

Provisions

Provisions for restructuring costs and legal claims are
recognised when the Group has a present legal or
constructive obligation as a result of past events; it is more
fikely than not that an outflow of resources will be required to
settle the obligation and the amount can be reliably
estimated.

Employee benefits

Pension obligations

The Group operates a number of pension and other post-
retirement benefit plans around the world, including defined
contribution plans and defined benefit plans.

For defined contribution plans, the Group pays contributions
to publicly or privately administered pension plans on a
mandatory, contractual or voluntary basis, and such
amounts are charged to operating expenses. The Group has
no further payment obligations once the coniributions have
been paid.

For funded defined benefit plans, the liability recognised in
the balance sheet is the present value of the defined benefit
obligation at the balance sheet date less the fair value of plan
assets. For unfunded defined benefit plans the liability
recognised at the balance sheet date is the present value of
the defined benefit obligaiion. The defined benefit obligation
is calculated annually by independent actuaries using the
projected unit method. The present value of the defined
benefit obligation is determined by discounting the estimated
future cash outflows using an interest rate equal to the vield
on high-quality corporate bonds that are denominated in the

. currency in which the benefits will be paid, and that have a
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term to maturity approximating to the term of the related
pension liability.

Actuarial gains and losses that arise are recognised in
shareholders' equity and presented in the statement of other
comprehensive income in the period they arise. Past service
costs are recognised immediately to the extent that benefits
are vested and are otherwise recognised over the average
period until benefits are vested on a straighi-line basis.
Current service costs and any past service costs, together
with the unwinding of the discount on plan liabilities, offset by
the expecied return on plan assets where applicable, are
charged to operating expenses.

Share-based compensation

The Group operates equity-settled and cash-settled share-
based compensation plans, The fair value of the employee

services received in exchange for the grant of the options is
recognised as an expense.
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Employee benefits continued

For equity-settled awards, the total amount to be expensed
over the vesting period Is determined by reference to the fair
value of the options granted, which excludes the impact of
any non-market vesting conditions (for example, profitability
and growth targets). The fair value of equity instruments
granted is based on market prices, if avallable, at the date of
grant. In the absence of market prices, the fair value of the
instruments is estimated using an appropriate valuation
technigue, such as a binomial option pricing model. Non-
market vesting conditions are included in assurnptions about
the number of options that are expected to vest. At each
balance sheet date, the Group revises its estimates of the
number of options that are expected to vest. It recognises
the impact of the revigion of original estimates, if any, in the
income statemenit, and a corresponding adjustment to equity
over the remaining vesting period. Forfeitures prior to vesting
attributable to factors other than the failure to satisfy a non-
market vesting condition are treated as a cancellation and
the remaining unamortised charge is debited to the income
staiement at the time of cancellation.

The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)
and share premium when the options are exercised.

Cash-settled awards are revalued at each balance sheet
date and a liability recognised on the balance sheet for all
unpaid amounts, with any changes in fair value charged or
credited to staff costs in the income statement. Where
forfeitures occur prior to vesting that are attributable to
factors cther than a failure to satisfy market-based
performance conditions, the cumulative charge incurred up
to the date of forfeiture is credited to the income statement.

Taxation

Deferred tax is provided in full, using the liability method, on
temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the
consolidated financial statements. Deferred income tax is
determined using tax rates (and laws) that have been
enacted or substantially enacted as at the balance sheet
date, and that are expected to apply when the related
deferred income tax asset is realised or the deferred income
tax liability is settled.

Deferred tax assets are recognised where it is probable that
future taxable profit will be avallable against which the
temporary differences can be utilised.

Incomie tax payable on profits is based on the applicable tax
law in each jurisdiction and Is recognised as an expense in
the period in which profits arise. The tax effects of income
tax losses available for carry forward are recognised as an
asset when it is probable that future taxable profits will be
available against which these losses can be utilised.

Current and deferred tax relating to items which are charged
or credited directly to equity, is credited or charged directly
to equity and is subsequently recognised in the income
statement together with the current or deferred gain or loss.

Borrowings held at amortised cost

Borrowings are recognised initially at fair value, being their
issue proceeds (fair value of consideration received) riet of
directly attributable transaction costs incurred. Borrowings
are subsequently stated at amortised cost, with any
difference between proceeds net of directly attributable

transaction costs and the redemption value recognised in the
income statement over the period of the borrowings using
the effective interest method.

Preference shares which carry a mandatory coupon that
represents a market rate of interest at the issue date, or
which are redeemable on a specific date or at the option of
the shareholder are classified as financial liabilities and are
presented in other borrowed funds. The dividends on these
preference shares are recognised in the income statement
as inferest expense on an amortised cost basis using the
effective interest method.

If the Group purchases its own debt, it is removed from the
balance sheet, and the difference between the canying
amount of the liability and the consideration paid is included
in other income.

Share capital

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

Dividends on ordinary shares and preference shares
classified as equity are recognised in equity in the period in
which they are declared.

Where the Company or other members of the consolidated
Group purchases the Company's equity share capital, the
consideration paid is deducted from the total shareholders’
equity of the Group and/or of the Company as treasury
shares until they are cancelled. Where such shares are
subsequenily sold or reissued, any consideration received is
included in shareholders’ equity of the Group and/or the
Company.

Fiduciary activities

The Group commonly acts as trustee and in other fiduciary
capacities that result in the holding or placing of assets on
behalf of individuals, trusts, refirement benefit plans and
other institutions. The assets and income arising thereon are
excluded from these financial statements, as they are not
assets of the Group.

Financial assets and liabilities (excluding derivatives)
The Group classifies its financial assets Into the following
measurement categories: financial assets held at fair value
through to proiit or loss; loans and receivables; held-to-
maturity investments and available-for-sale financial assets.
Financial liabilties are classified as either held at fair value
through profit or loss, or at amortised cost. Management
determines the classification of its financial assets and
liabilities at initial recognition or, where appropriate, at the
time of reclassification.

{(a) Financial assets and liabilities held at fair value
through profit or loss

This category has two sub-categories: financial assets and

liabilities held for trading, and those designated at fair value

through profit or loss at inception. A financial asset or liability

is classified as trading if acquired principally for the purpose

of selling in the short term.

Financial assets and liabilities may be designated at fair valug
through profit or loss when:

« the designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise from measuring assets or liabilites on a
different basis; or
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continued

» a group cf financial assets and/or liabilities is managed
and its performance evaluated on a fair value basis; or

» the assets or liabilities include embedded derivatives and
such derivatives are required to be recognised separately.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market and where it is expected that subsequently
all of the initial investment will be recovered, other than
because of credit deterioration.

{c) Held-to-maturity

RHeld-to-maturity assets are non-derivative financial assets
with fixed cr determinable payments and fixed maturities that
the Group's management has the positive intention and
ability to hold to maturity.

(d) Available-for-sale

Available-for-sale assets are those non-derivative financial
assets intended 1o be held for an indefinite period of time,
which may be sold in response to liquidity requirements or
changes in interest rates, exchange rates, commodity prices
or equity prices.

Initial recognition

Purchases and sales of financial assets and liabilities held at
fair value through profit or loss, financial assets held-to-
maturity and available-for-sale are initially recognised on
trade-date {the date on which the Group commits to
purchase or sell the asset). Loans are recognised when cash
is advanced to the borrowers. Financlal assets and financial
liabilities are initially recognised at fair value plus, for those
financial assets and liabilities not carried at fair value through
profit and loss, direcily attributable fransaction costs. In
those cases where the initially recognised fair value is based
on a valuaticn mode! that uses inputs which are not
observable in the market, the difference between the
transaction price and the valuation medel is not recognised
immediately in the income statement. The difference is
amortised o the income statement until the inputs become
obiservable, or the transaction matures or is terminated.

Subsequent measurement

Financial assets and liahilities held at fair value through profit
or loss are subsequently carried at fair value, with gains and
losses arising from changes in fair value taken directly to the
income statement.

Available-for-sale financial assets are subsequently carried at
fair value, with gains and losses arising from changes in fair
value taken 1o a separate component of equity until the asset
is sold, or is impaired, when the cumulative gain or loss is
transfeired to the income statement.

Loans and receivables and held-to-maturity financial asssts
are subsequently carried at amortised cost using the
effective interest method.

The fair values of quoted financial assets or financial liabilities
in active markets are based on current prices. If the market
for a financial asset or financial liability is not active, and for
unlisted securities, the Group establishes fair value by using
valuation techniques. These include the use of recent arm's
length transactions, discounted cash flow analysis, option
pricing models and other valuation techniques commonly
_used by market participants.
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Reclassifications

Reclassifications of financial assets, other than as set out
below, or of financial liabilities between categories are not
permitted following theit initial recognition.

Held for trading non-derivaiive financial assets can only be
transferred out of the held at fair value through profit or loss
category in the following circumstances: ()} to the available-
for-sale category, where, in rare circumstances, they are no
longer held for the purpose of selling or repurchasing in the
near term; or (i) to the loan and receivables category, where
they are no longer held for the purpose of selling or
repurchasing in the near term and they would have met the
definition of a loan and receivable at the date of
reclassification and the Group has the ‘intent and ability to
hold the assets for the foreseeable future or until maturity.

Financial assets can only be transferred out of the available-
for-sale category to the loan and receivables categery, where
they would have met the definition of a loan and receivable at
the date of reclassification and the Group has the intent and
ability 10 hold the assets for the foreseeable future or until
maturity.

Held-to-maturity assets must be reclassified 10 the available-
for-sale category if the portfolio becomes tainted following
the sale of other than an insignificant amount of held-to-
maturity assets prior to their maturity.

Financial assets are reclassified at their fair value cn the date
of reclassification. For financial assets reclassified out of the
available-for-sale category into loans and receivables, any
gain or loss on those assets recognised in shareholders'
equity prior to the date of reclassification is amortised to the
income statement over the remaining life of the financial
asset, using the effective interest methad.

Renegotiated loans

Loans whose original terms have been modified are
considered renegotiated loans. If the renegotiations are on
terms that are not consistent with those readily available on
the market, this provides objective evidence of impairment
and the loan is assessed accordingly.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the financial assets have expired or where
the Group has transferred substantially all risks and rewards
of ownership. If substantially all the risks and rewards have
been neither retained nor transferred and the Group has
retained control, the assets continue to be recognised to the
extent of the Group’s continuing involvement. Financial
liabilities are derecognised when they are extinguished.

Income recognition

For available-for-sale asseis and financial assets and
lighilities held at amortised cost, interest income and interest
expense is recognised in the incorme statement using the
effective interest method.

Gains and losses arising from changes in the fair value of
financial instruments at fair value through profit or loss are
included in the income statement in the period in which they
arise. Contractual interest income and expense cn financial
instruments held at fair value through profit or loss is
recognised within net interest income.
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Income recognition :
Gains and losses arising from changes in the fair vatue of
available-for-sale financial assets, other than foreign
exchange gains and losses from monetary items, are
recognised directly in equity, until the financial asset is
derecognised or impaired at which time the cumulative gain
or loss previously recognised in equity is recognised in profit
or loss.

Dividends on equity instruments are recognised in the
income statement within 'Other income’ when the Group’s
right to receive payment is established.

Impairment of financial assets

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or a group of
financial assets is impaired and impairment losses are
incurred if, and only if, there is cbjective evidence of
impairment as a result of one or more events that occumred
after the initial recognition of the asset (a 'loss event'), and
that loss event {or events) has an impact on the estimated
future cash flows of the financial asset or group of financial
assets that can be reliably estimated.

The following factors are considered In assessing objective
evidence of impairment:

» whether the counterparty is in default of principal or
interest payments;

a counierparty files for bankruptcy protection {or the local
equivalent} where this would avoid or delay repayment of
its obligation;

the Group files to have the counterparty declared
bankrupt or files a similar order in respect of a credit
cbligation;

» the Group consents to a restructuring of the obligation,
resulting in a diminished financial obligation,
demonstrated by a material forgiveness of debt or
postponement of scheduled payments;

» the Group sells a credit obligation at a material credit-
related economic loss; or

there is cbservable data indicating that there is a
measurable decrease in the estimated future cash flows
of a group of financial assets, although the decrease
cannot yet be identified with specific individual financial
assets.

Assets carried at amortised cost

The Group first assesses whether chjective evidence of
impairment exists individually for financial assets that are
individually significant, and individually or collectively for
financial assets that are not individually significant.

If the Group determines that no objective evidence of
impairment exists for an individually assessed financial asset,
whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and
collectively assesses them for impairment, Assets that are
individually assessed for impairment arid for which an
impairment loss is or continues to be recognised, are not
included in a collective assessment of impairment.

If there is cbfective evidence that an impairment loss on a
loan and receivable or a held-to-maturity asset has been
incurred, the amount of the loss is measured as the
difference between the asset's carrying amount and the

present value of estimated future cash flows {excluding future
credit losses that have not been incurred), discounted at the
asset’s original effective interest rate. The carrying amount of
the asset is reduced through the use of an allowance
account and the amount of the loss is recognised in the
income statement. If a loan and receivable or held-to-
maturity asset has a varable interest rate, the discount rate
for measuring any impairment loss is the current effective
interest rate determined under the contract. As a practical
expedient, the Group may measure impairment on the basis
of an instrument’s fair value using an observable market
price.

The calculation of the present value of the estimated future
cash flows of a collateralised financial asset reflects the cash

- flows that may result from foreclosure, less costs for
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obtaining and seliing the collateral, whether or not
foreclosure is probable. For the purposes of a collective
evaluation of impairment, financial assets are grouped on the
basis of similar credit risk characteristics {i.e. on the basis of
the Group’s grading process which considers asset type,
industry, geographic location, collateral type, past-due status
and other relevant factors). These characteristics are relevant
to the estimation of future cash flows for groups of such
assets being indicative of the debtors’ ability to pay all
amounts due according to the contractual terms of the
assets being evaluated.

Future cash flows in a group of financial assets that are
collectively evaluated for impairment are estimated on the
basis of the historical loss experience for assets with credit
risk characteristics similar to those in the group. Historical
loss experience is adjusted on the basis of current
observable data to reflect the effects of current conditions
that did not affect the period on which the historical loss
experience is based, and to remove the eifects of conditions
in the historical period that do not exist currently.

To the extent a loan is irrecoverable, it is written off against
the related provision for loan impairment. Such loans are
written off after all the necessary procedures have been
completed and the amount of the loss has been determined.
Subsequent recoveries of amounts previously written off
decrease the amount of the provision for loan impairment in
the income staterment. If, in a subsequent period, the amount
of the impairment loss decreases and the decrease can ba
related objectively to an eveni occurring after the impairment
was recognised {such as an improvement in the debtor's
credit rating), the previously recognised impairment loss is
reversed by adjusting the allowance account. The amount of
the reversal is recognised in the income statement.

Available-for-sale assets

A significant or prolonged decline in the fair value of an equity
security below its cost is considered, amongst other factors
in assessing objective evidence of impairment for equity
securities. Where objective evidence of impairment exists for
available-for-sale financial assets, the cumulative loss
(measured as the difference between the amortised cost and
the current fair value, less any impairment loss on that
financial asset previously recognised in the income
statement) is removed from equity and recognised in the
income statement. If, in a subsequent pericd, the fair value of
a debt instrument classified as available-for-sale increases
and the increase can be objectively related to an event
occurring after the impairment loss was recognised, the
impairment loss is reversed through the income statement.
Impairment losses recognised in the income statement on
equity instruments are not reversed through the income
statement,
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Notes to the financial statements continued

1.  Accounting policies continued

Derivative financial instruments and hedge accounting
Derivatives are categorised as trading unless they are
designated as hedging instruments.

Derivative contracts are initially recognised at fair value on the
date on which a derivative contract is entered into and are
subsequently remeasured at their fair value. Fair values may
be obtained from quoted market prices in active markets,
recent market transactions, and valuation technigues,
including discounted cash flow models and option pricing
models, as appropriate. Where the initially recognised fair
value of a derivative contract is based on a valuation model
that uses inputs which are not observable in the market, it
follows the same initial recognition accounting palicy as for
other financial assets and liabilities, All derivatives are carried
as assets when fair value is positive and as liabilities when
fair value is negative.

Certain derivatives embedded in other financial instruments,
such as the conversion option in a convertible bond held, are
treated as separate derivatives when their economic
characteristics and risks are not closely related to those of
the host contract and the host contract is not carried at fair
value through profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised -
in the income statement.

The methed of recognising the resulting fair value gain or
loss depends on whether the derivative is designated as a
hedging instrument, and if so, the nature of the item being
hedged. The Group designates certain derivatives as efther:
(1) hedges of the fair value of recognised assets or liabilities
or firm commitments {fair value hedge); {2) hedges of highty
probable future cash flows attributable to a recognised asset
or liability, or a forecasted transaction {cash flow hedge); or
(3) hedges of the net investment of a foreign operation ('net
investment hedges'). Hedge accounting is used for
derivatives designated in this way provided certain criteria are
met.

The Group documents, at the inception of the transaction,
the relationship between hedging instruments and hedged
items, as well as its risk management objective and sirategy
for undertaking various hedge transactions. The Group also
documents its assessment, both at hedge inception and on
an ongoing basis, of whether the derivatives that are used in
hedging transactions are highly effective in offsetting
changes in fair values or cash flows of hedged items.

(a) Fair value hedge

Changes in the fair value of derivatives that are designated
and qualify as fair value hedging instruments are recorded in
the income statement, together with any changes in the fair
value of the hedged asset or liabllity that are attributable to
the hedged risk. If the hedge no longer meets the criteria for
hedge accounting, the adjustment to the carrying amount of
a hedged item for which the effective interest method is used
is amortised to the income statement over the period to
maturity or derecognition.

{0} Cash flow hedge

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedging instruments is recognized in equity. The gain or loss
relating to the ineffective portion is recognized immediately
in the income statement.

Amounts accumulated in equity are recycled to the income
statement in the periods in which the hedged item affects
profit or loss.

a7

When a hedging instrument expires or is sold, or when a
hedge no longer meets the criteria for hedge accounting,
any cumulative gain or loss existing in equity at that time
remains in equity and is recognised when the forecast
transaction is ultimately recognised in the income statement.
When a forecast transaction is no longer expected to occur,
the cumulative gain or loss that was reported in equity is
immediately transferred to the income statement. )

{c) Net investment hedge

Hedges oi net investmentis in foreign operations are
accounted Yor similarly to cash flow hedges. Any gain or loss
on the hedging instrument relating to the effective portion of
the hedge is recognised in the translation reserve; the gain or
loss refating to the ineffective portion is recognised
immediately in the income statement. Gains and losses
accumulated in equity are included in the income statement
when the foreign operation is disposed of.

Derivatives that do not qualify for hedge accounting
Changes in the fair value of any derivative insirument that
does not qualify for hedge accounting are recognised
immediately in the income statement.

Offsetting financial instruments

Financial assets and liahilities are offset and the net amount
reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis, or to realise the asset
and settle the liability simultanecusly.

Sale and repurchase agreements

Securities sold subject to repurchase agreements (repos)
remain on the balance sheet; the counterparty liability is
included in deposits by banks, or custemer accounts, as
appropriate. Securities purchased under agreements to
resell [reverse repos} are recorded as loans and advances to
other banks or customers, as appropriate. The difference
between sale and repurchase price is treated as interest and
accrued over the life of the agreements using the effective
interest method.

Securities lent to counterparties are also retained in the
financial statements. Securities borrowed are not recognised
in the financial statements, unless these are sold to third
parties, in which case the purchase and sale are recorded
with the gain or loss included in trading income.

Interest income and expense
Interest income and expense is recognised in the income
statement using the effective interest method.

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and
of allocating the interest income or interest expense over the
relevant period. The effective interest rate is the rate that
discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when
appropriate, a shorter period, to the net carrying amount of
the financial asset or financial liability. When calculating the
effective interest rate, the Group estimates cash flows
considering all contractual terms of the financial instrument
{for example, prepayment options) but does not consider
future credit losses. The calculation includes all fees paid or
received between parties to the contract that are an integral
part of the effective interest rate, transaction costs and all
other premiums or discounts.
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1.  Accounting policies continued

Interest income and expense continued

Where the estimates of cash flows have been revised, the
carrying amount of the financial asset or liability is adjusted to
reflect the actual and revised cash flows, discounted at the
instruments original effective interest rate. The adjustment is
recognised as interest income or expense in the period in
which the revision is made.

If the financial asset has been reclassified, subseguent
increases in the estimates of future cash receipts as a result
of increased recoverability are recognised as an adjustment
1o the effective interest rate from the date of the change in
estimate.

Once a financial asset or a group of similar financial assets
has been written down as a result of an impairment loss,
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interest income is recognised using the rate of interest used
to discount the future cash flows for the purpose of
measuring the impairment loss.

Fees and commissions

Fees and commissions are generally recognised on an
accrual basis when the service has been provided or
significant act performed. Loan syndication fees are
recognised as revenue when the syndication has been
completed and the Group retained no part of the loan
package for itself, or retained a part at the same effective
interest rate as for the other participants. Portfolio and other
management advisory and service fees are recognised
based on the applicable service contracts, usually on a time-
apportionate basis.
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Notes to the financial statements continued

2. Segmental Information

The Group is organised on a worldwide basis for management and reporting purposes into two main business segments: Consumear
Banking and Wholesale Banking. The products offered by these segments are summarised under ‘Income by product’ below. The
businesses’ focus is on broadening and deepening the relationship with customers, rather than maximising a particular product line. Hence
the Group evaluates segmenta! performance based on overalf profit or loss before taxation (excluding corporate items not allocated} and not
individual product profitability. Product revenue informaticn is used as a way of assessing customer needs and trends in the market place.
The strategies adopted by Consumer Banking and Whalesale Banking need to ba adapted to local market and regulatory requirements,
which is the responsibility of country management teams. While not the primary driver of the business, country performance is an important
part of the Group's matrix structure and is also used to evaluate performance and reward staff. Corporate items not allocated are not
aggregated into the businesses because of the one-off nature of these items.

The Group's entity-wide disclosure comprises geographic areas, classified by the location of the customer.

Transactions between the business segments and geographic areas are carried out on an arms length basis. Apart from the entities that
have been acquired in the last two years, Group central expenses have been distributed between the business segments and geographic
areas in proportion to their direct costs, and the benefit of the Group's capital has been distributed between segments in proportion to their
average risk weighted assets. In the year in which an acquisition is made the Group does not charge or allocate the benefit of the Group’s
capital. The distribution of central expenses is phased in over two years, based on the estimate of central management costs associated
with the acquisition.

By class of business

2008 2008
Total Corporate Total Corporate
Consumer Wholesale reportable itefns hot Consumer  Wholesale  reportable  items not

Banking Banking segments  allocated® Total Banking Banking segmenis  alocated® Total

Smillion Smillion Smillion Smillion Smillion Smillian Zmilion Smillion Smillion $miflion
Internal income ) (55) 55 - . - - {78) 78 - - -
Net interest income 3,889 3,782 7,671 - 7,671 4,267 3,198 7,465 - 7,465
Other income 1,802 5,477 7,279 264 7,543 1,817 4,268 6,085 120 6,205
Operating income 5,636 9,314 14,950 264 15,214 6,006 7,544 13,550 120 13870
Operating expenses {3,714) (4,195} {7,909) {58) (7,967) (3,861) (3.788) (7.647) - {7.647)
Operating profit befare
impairment losses and taxation 1,922 5,119 7,041 206 7,247 2145 3,758 5,803 120 6,023
Impairment losses on loans and
advances and other credit risk
provisions (1,052) {948) (2,000} - (2,000) (937) (384) (i,321) - {1,321)
Other impairment (1} {82) (83} {19) (102) (56) {336) (392) (77) (469)
Profit from associates - - - A 21 - - - 1 1
Profit before taxation 869 4,089 4,958 208 5,166 1,152 3.038 4,190 44 4,234
Total assets employed' ' 103,479 331,128 434,607 1,813 436420 86,501 347,126 433,627 1,362 434,989
Total liabilittes employed 144,322 263,856 408,177 1,055 409,232 120,400 283,664 413,154 777 413,931
Other segment items:
Capital expenditure? 160 = 901 1,061 - 1,061 375 1,207 1,582 - 1,582
Depreciation 161 151 312 - 312 157 93 250 - 250
Interests in associates - - - 514 514 - - - 511 511
Amortisation of intangible assets 77 149 226 - 226 93 82 175 — 175

' Inferests in associates at 31 December 2008 amounting $511 milion previously allocated by business has now been included in 'Corporate items not
allocated'.

2 Includes capital expenditure in Wholesale Banking of 3631 milicn in respect of cperating lease assels (21 December 2008: $852 million).

% Relates to gain on buy-back of subordinated debt, UK payroll tax, imparment of associates and the Group's share of profit from associates.

*  Relates to gain on buy-hack of subordinated debt, disposal of businesses, impairment of associates and other strategic investments and the Group's share
of profit from associates.
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2.  Segmental Information continued

The following table details entity-wide operating income by product:

2009 2008
Emillion Bmillion

Consumer Banking
Cards, Personal Loans and Unsecured Lending 1,994 2,126
Wealth Management and Deposits 2,235 2,814
Mortgage and Auto Finance 1,246 936
Other 161 130
Jotal operating income by product 5,636 6,006

Wholesale Banking
Lending and Portfolic Management 851 555
Transaction Banking 2,543 2,683

Global Markets '

Financial Markets - o 3319 2,382
Asset and Liability Management (ALM) 965 919
Corporate Finance 1,297 750
Principal Finance 339 255
Total Global Markets 5,920 4,306

Total operating income by product 9,314 7,544
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2. Segmental information continued

Entity-wide information

By geography

The Group manages its reportable business segments on a global basis. The operations are based in eight main geographic argas. The UK

is the home country of the company.

2009
Asia Pacific
Middle
Other East Americas
Hong Asia & Qther UK &
Kong Singapora Korea Pacific! India S Asia Africa Europe? Total

Smillion Smillion Smiltion Smiflion Smillion Smiflion Smillion Smillion Smillion
Intemal income 14 {18) (62 43 195 (42) a9 (169) -
Net interest income 1,315 788 915 1,514 729 1,132 494 784 7,671
Fees and commissions income, net 541 290 186 500 545 503 9 486 3,370
Net trading income 454 355 320 499 257 353 221 413 2,872
Qther operating income 50 180 199 336 91 136 18 291 1,301
Operating income 2,374 1,595 1,558 2,892 1,817 2,082 1,091 1,805 15,214
Operating expenses {1,170} (802) (955) {(1,781) {572) (894) {554) (1,239) (7,967)
Operating profit before impairment
losses and taxation 1,204 793 603 1,111 1,245 1,188 537 566 7.247
Impairment losses on loans and advances
and other credit risk provisions {145) (a7 (278) (395) {201) " (811) (54) (79) {2,000)
Other impairment 10 (40) (1) 26 17 {10) - (104) (102
{Loss)/profit frorn associates {5) - - 29 - - - (3) 21
Profit before taxation 1,064 716 324 771 1,061 367 483 380 5,166
Loans and advances to customers —
average 29,194 25,938 22,372 38,972 8,251 18,972 3,316 31,336 188,451
Net interest margins (%) 1.8 1.7 1.8 2.3 3.8 3.7 4.8 1.0 2.3
Leans and advances to customers ~
period end 29,973 31,399 26,804 41,892 8,966 18,484 4,029 30,256 201,803
Loans and advances to banks - period
end 19,453 5,085 2,780 7,232 511 1,864 00 15,707 52,932
Total assets employed? 91,369 61,886 62,967 82,856 21,591 44,096 13,578 90,782 479,125
Capital expenditure? 24 164 63 a2 49 22 7 662 1,053

1

Other Asla Pacific region (Other APR) includes Malaysia: operating income of $489 milion; operating expenses of $208 milion, impairment losses on loans

and advances and other credit risk provisions of $61 million and profit before taxation of $220 milion. Tolal assets employed of $13,881 million.

of domicile.

Americas UK & Europe includes operating income of $967 million and total assets employed of $74,458 million in respect of the UK, the Company's country

Total assets employed includes Intra-group items of $44,004 milllon and excludes tax assets of $1,299 milion. Assets held at the centre have been
distributed between geographical areas in proportion to their total assets employed.

Includes capital expenditure in Americas, UK and Europe of $631 million In respect of operating lease assets. Capital expenditure comprises additions to

property and equipment (note 26) and software related intangibles (note 25) including any post-acquisition additions made by the acquired entities.
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2.  Segmental information continued

2008°
Asia Pacific
Midcle
Other East Americas
Hong Asla & Other UK &
Kong Singapore Koraa Padifict India SAsia Africa Eurooe? Tolal
Srnillian $milion $mitkion $millon gmillion $million $mitlion $milion Srnillion
[nternal income 1 108 (109) 25 12 16 2 (52) -
Net interest income 1,304 374 1,244 1,688 730 1,000 506 719 7,465
Fees and commissions income, net 506 247 184 503 451 453 227 370 2,941
Net trading income 360 362 165 706 300 185 168 185 2,431
Other operating incorme 95 243 77 i57 210 18 11 22 833
Operating income 2,266 1,331 1,561 2979 1,703 1,672 914 1,244 13670
Operating expenses . {1,035) (667) {959) (1,729) (649) (825) (666) (1,217}  (7,647)
Operating profit before impairment
losses and taxation 1,231 664 602 1,250 1,054 B47 348 27 6,023
Impairment losses on loans and advances
and cther credit risk provisions (183} {15} (263) {436) (133) {185} {33) {3y  (1,321)
Other impairment (52} (30) - (102) (24) - - {261) (469)
(Loss)/profit from associates () - — 4 — - ~ 2) 1
Profit/{loss) before taxation 995 619 339 716 897 6562 315 {309) 4,234
Loans and advances to customers -
average 26,610 19,610 34867 40,116 8,612 16,041 3,001 29870 178917
Net interest margin (%) 2.1 1.3 2.3 2.4 3.5 3.7 4.5 1.1 25
Loans and advances to customers -
period end 28,004 20,349 31,763 38,366 7,863 17,476 3,642 31,049 178512
Loans and advances to banks -
period end 18,963 0,283 1,594 5,201 291 1,504 587 10,521 47,944
Total assets employed? 77,663 51,273 64,384 82232 32,286 34,382 12,110 128,831 483,161
Capital expenditure * 25 140 59 170 178 40 31 939 1,582

" Other APR includas Malaysia : operating income of $534 million; aperating expenses of $(213) million, impairment losses on loans and advances and clher
credit risk provisions of $47 million, ether impaimment $21 million and profit before taxation of $253 million. Total assets employed of $13,557 milion.

2 Americas UK & Europe includes operating income of $824 million and total assets employed of $112,311 millian in respect of the UK, the Compary's

country of domicile.

3 Total assets employad includes intra-group items of $49,534 milion and excludes tax assets of $1,362 milion. Assets held at tha centre have been
distributed between geographic areas in proporiion to their fota! assets employed.

*  Includes capital expenditure in Americas, UK and Europe of $852 milion in respect of operaling lease assets. Capital expsndilure comprises additions to
property and equipment {note 26) and sattware related intangibles (note 25) including any post-acquisiion additions made by the acquired entities.

Restated as explaned in note 53,

3. Interest income

2009 2008

Smillion Srmillion

Balances at central banks 6 32
Treasury bills 656 835
Loans and advances to banks 755 1,281
Loans and advances to customers 9,370 11,292
Listed debt securities 885 1,147
Unlisted debt securities 1,196 1,545
Accrued on impaired assets {discount unwind) 58 40
12,926 16,272

Total interest income from financial instruments held at amortised cost in 2009 is $8,195 million (2008: $10,124million) and from financial
instruments held as available-for-sale is $2,093miltion (2008: $2,820milion).
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4. Interest expense

2009 2008
Smillion Smillign
Deposits by banks 854 1,268
Customer accounts: .
Interest bearing current accounts and savings deposits 785 1,000
Time deposits 2,396 4,328
Debt securities in issue 650 1,328
Subordinated liabilities and other borrowed funds:
Wholly repayable within fiva years a7 215
Cther 533 659
5,255 8,807
Total interest expense on financial instruments held at amortised cost in 2009 is $4,236million {2008: $7,452million).
5. Fees and commissions
2009 2008
Smillion Smillion
Fee income:
Arising from financial instruments that are not fair valued through profit or loss 1,480 1,475
Arlsing from trust and other fiduciary aciivities 80 113
Other 2,264 1.832
3,824 3.420
Fee expense:
Arising from financfal instruments that are not fair valued through profit or loss 142 261
Arising from trust and other fiduciary activities 15 21
Other 297 197
454 479
6. Nettrading income
2009 2008
smillion Silllion
Gains less losses on instruments held for trading:
Foreign currency’ 1,834 2,582
Trading securities 329 238
Interest rate derivatives 576 {402)
Credit and other derivatives 35 {30)
2,774 2,388
(Gains less losses from fair value hedging
(ains less losses from fair value hedged iterns 403 {1,060}
(ains less losses from fair value hedged instruments {433) 1,106
(30) 46
Galns less losses on instruments designated at fair value:
Financiat assets designated at fair value through profit or loss 22 150
Financial labilities designated at fair value through profit or loss 70 {118)
Derivatives managed with financial instruments designated at fair value through profit or loss a5 {35)
128 (3
2,872 2,431

" Includes foreign currency gains and losses arising on the translation of foreign currency monetary assets and liabilities.
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7. Other operating income

2009 . 2008
Smillion $million
Other operating income includes:

Gains less losses on available-for-sale financial assets:
On disposal 592 322
Writedowns on asset backed securities (4) (49)
Dividend income 109 203
Gaing arising on repurchase of subordinated liabilities 264 -
Gains arising on assets fair valued at acquisition 43 80
Loss on part disposal of subsidiary - (23)
Rental income from operating lease assets 156 66
Profit on sale of property, plant and equipment 40 7
Recognition of profit on Visa shares - 17
(Loss)/profit on sale of businesses (2) 146

Profit on sale of businesses in 2008 represents the gain on sale of the Group's Indian asset management business.

Gains arising on assets fair valued at acquisition primarily relate to recoveries of fair value adjustments on loans and advarces.

Loss on part disposal of subsidiary in 2008 represents the loss on sale of 34 per cent of Standard Chartered Bank {Hong Kong) Limited to

Standard Chartered Holdings Limited, the parent company of the Group.

8. Operating expenses

2009 2008
Smillion Smillion
Staff costs:

Wages and salaries 3,634 3,793
Social security costs 98 93
Other pensgion costs (note 36} 138 172
Share based payment {note 40} 375 121
Other staff costs 664 554
4,909 4,733

Premises and equipment expenses:
Rental of premises 338 337
Other premises and equipment costs 341 378
Rental of computers and equipment 19 25
698 738
1,822 1,711

(General administrativa expenses
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8. Operating expenses continued

The fellowing tables summarise the number of employees as at 31 December 2009 and 31 December 2008 respectively.

Group
2009
Consumer Whalesale Support
Banking Banking Services Tatal
Period end 47,622 17,379 12,425 77,326
Average for the period 47,789 16,612 13,196 77,597
2008"
Consumer Wholesale Support
Banking Banking Sendces Total
Period end 50,660 15,950 13,947 80,5567
Average for tha period 51,048 14,672 14,330 80,060
Company
2009
Cansumer Wholesale Support
Banking Banking Services Total
Pericd end 13,617 7,908 3,583 25,108
Average for the period 13,369 7,525 3,989 24,883
2008"
Consumer Wholesale Support
Banking Banking Senvices Total
Period end 13,951 7,251 4,414 25,616
Average for the period 13,621 6,551 5,499 25,671

YThe period end number of employees for 2008 has been restated to reflect the inclusion of certain agency workers previously excluded, together with the
inclusion of fixed term contract workers as employees in ling with the definition under the Companies Act 2006.
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8.

Operating expenses continued

Directors’ emolumeants
Details of directors’ pay and benefits and interests in shares are disclosed in the directors’ remuneration report on pages 48 to 49.

Transactions with directors, officers and other related parties are disclosed in the related parties note 55.

Auditor's remuneration
Auditar's remuneration in relation to the Group statutory audit amounts to $4.1 milion (2008: $5.0 million). The following fees were payable
by the Group to their principal auditor, KPMG Audit Plc and its associates (together ‘KPMG):

2003 2008
Smillion $milion
Audit fees for the Group statutory audit; '
Fees relating to the current year 4.1 5.0
Fees payable to KPMG for other services provided to the Group:
Audit of Standard Chartered PLC subsidiaries, pursuant to legistation
Faes relating to the current year 9.1 9.9
Fees relating to prior year - 0.8
Total audit and audit refated fees 132 15.7
Other services pursuant to legislation 34 2.8
Tax services : 1.6 1.3
Services relating to information technology - 0.1
Services relating to corporate finance transactions . 0.3 1.4
All other services 1.2 3.3
Total fees payable 19.7 24.6

The following is a description of the type of services included within the categories listed above:

Audit fees are in respect of fees payable to KPMG Audit Plc for the statutory audit of the consolidated financial statements of the Group
and the separate financial statements of Standard Chartered Bank. It excludes amounts payable for the audit of Standard Chartered
Bank's subsidiaries and amounts payatle to KPMG Audit Pic’s associates. These amounts have been included in ‘Fees payable to
KPMG for other services provided to the Group”.

Other services pursuant to legistation include services for assurance and other services that are in relation to statutory and regulatory
filings, including comfort letters and interim reviews.

Tax services include tax compliance services and tax advisory services.

Services relating to information technology include advice on (T security and business continuity, and performing agreed upon IT testing
procedures.

Services related to corporate finance transactions include fees payable to KPMG for transaction related work irespective of whether the
Group is vendor or purchaser, such as acquisition due diligence and long-form reports. In 2008 this included $1.3 million in respect of
rights issue.

All other services include other assurance and advisory services such as translation services, ad-hoc accounting advice, reperting
accountants work on capital raising and review of financiat models.

Expenses incurred during the provision of serviges and which have been reimbursed by the Group are included within auditor's
remuneration.

In addition to the above, KPMG estimate they have been paid fees of $0.3 million (2008: $0.3 milion) by parties other than the Group but
wherg the Group is connected with the contracting party and therefore may be involved in appointing KPMG. These fess arise from services
such as the audit of the Group's pension schemes. :

Fees payable to KPMG for non-audit services for Standard Chartered Bank are not separately disclosed because such fees are disclosed
on a consclidated basis for the Group.

9. Depreciation and amortisation
2009 2008
Smillion Smillion
Premises 118 a8
Equipment 193 152
Intangibles:
Software 139 94
Acauired on business combinations 87 121

538 465
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10.  Other impairment

2008 2008

Smillion Smilion

Impairment losses on available-for-sale financial assets 123 417
Impairment of investment in associates 19 48
Other 17 8
159 469

Hecovary of impairment on disposal of equity insiruments . {57} -
102 469

Impairment losses on available-for-sale financial assets includes $49 milion (2008: $315 million) in relation to impairment of equity
investments, $66 million (2008: $41 milion) impairment on asset backed securities, and $8 milion {2008: $61 million) on other debt
securities. Recoveries of impairment of $57 million during 2009 are in respect of private and strategic equity investments sold during 2009
which had impairment provisions raised against them during 2008.

11. Taxation

Analysis of taxation charge in the vear;

2009 2008
Smillion Smilifon
The charge for taxation based upon the profits for the year comprises:
Current tax:
United Kingdom corporation tax at 28% (2008: 28.5%):
Current tax on income for the year 389 620
Adjustments in respect of prior periods (including double taxation relief) 368 . (183)
Double taxation relief (623) (602)
Faraign tax:
Current tax on income for the year 1,309 1,221
Adjustments in respect of prior periods 48 (117)
1,991 959
Deferred tax:
Origination/reversal of temporary differences (192) 89
Adjustrents in respect of prior periods ’ {159) 60
{351} 149
Tax on profits on ordinary activities 1,640 1,108
Effective tax rate 31.7% 26.2%

During 2008, the United Kingdom corporation tax rate was reduced from 30 per cent to 28 percent, which gave a blended 28.5 per cent tax
rate for 2008.

The taxation charge for the year is higher than the standard rate of corporation tax ip the United Kingdom, 28 per cent.
The differences are explained below:

2008 2008

Smillion Smilion

Profit on ordinary activities before taxation 5,166 4,234
Tax at 28% (2008: 28.5%) 1,446 1,207

Effects of:

Tax frea income (179} {112}
Lower tax rates on overseas eamings (119} {130}
Higher tax rates on overseas earnings 216 207
Adjustments to tax charge in respect of previous periods’ 257 {220}
Other items 19 156
Jax on profits on ordinary activities 1,640 1,108

' Adjustments to tax charge in respect of previous perinds incluces a $165 million (2008: $nil million) one-off tax charge resulting from a collaboralive exercise
wilh the UK tax authority, HM Revenue & Customs, to settle the UK tax position relating to the period from 1990 to 20086.
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2009 2008
Curmrent Deferred Cumrent Deferred
Tax Tax Total Tax Tax Total
Smillion Smilkon Smillign $million Smillion Bmllion
Tax recognised in other comprehensive income
Available-for-sale assets 52 (6} 46 97 7 104
Cash flow hedges - (21) (21) - 54 54
Retirement benefit obligations - a7 a7 - 80 60
Other (22) 22 - - - -
30 az 62 g7 121 218
Other tax recognised in equity
Share based payments | - 35 35 16 (46) (30)]
- 35 as 16 (46) (30)
Total tax credit recognised in equity 30 67 97 113 75 188
12. Dividends
Ordinary equity shares 2009 2008
Dividend per ordinary share {cents) 2.40 20.79
Interim dividends declared and paid during the period ($ million} 270 1,819
2008 2008
Preference shares Smillion $million
Non-cumulative redeemable preference shares:  8.125 per cent preference shares of $5 each’ 76 az
7.014 per cent prefarence shares of $5 each 53 62
6.409 per cent preference shares of §5 each 48 48
' Dividends on these preference shares are ireated as interes? expense and accrued accordingly.
13. Directors
Rernuneration of Directors
Remuneration of directors is shown below:
2009 2008
Annual Annual
Performance Perlomance
Satary Award (a)  Benefits (&) Total Salary Award (@) Benefits ) Total
$000 5000 $000 S000 3000 3000 $000 $000
P A Sands 1,444 3,200 97 4,741 1,516 2,625 97 4,238
S P Bertaminj © @@ 1,113 1,400 772 3,285 701 2,574 467 3,742
J 8§ Bindra 656 1,400 210 2,266 752 1,180 09 2,851
G R Bullock 781 1,400 65 2,246 907 795 76 1,778
M B DeNoma ®© - - - - 1,274 - 2,884 4,158
R H Meddings 1,054 2,200 69 3,323 1,096 1,825 68 2,989
T J Miller 703 1,350 1 2,094 804 1,205 43 2,142
AM G Rees 625 11,000 az 11,662 643 8,766 37 9,448
6,376 21,950 1,291 20,617 7,693 18,070 4,581 31,344

(a) The annual performance award shown here for 2008 is inclusive of cash bonus and deferred shares and/or the deferred bonus plan.
The value is determined in US doltars and shown as such in the table. Both the 2008 annual performance award and 2008 bonus are

net of any amounts waived to provide additional pension benefits.

{b) The benefits column includes amounts relating to car allowances and medical and He insurance benefits. Steve Bertamini carries out his
duties overseas and his remuneration was adjusted to take local living costs into account. This adjustment was to put Steve in a
positicn, after taxation differentials, where he would be no worse off as a result of carrying out his duties overseas. The benefits column
for Steve includes additional benefits, such as allowances for working overseas, the provision of accommodation or education of

children.

(¢} Steve Bertaminiraceived cash allowances of $315,000 (2008: $140,905) in lisu of his participation in any pension plan and this is

reflected in the table above as part of salary/fees.
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13 Directors continued

(d) Steve Bertamini received a total 2008 discretionary annual performance award of $1,125,000 of which $296,250 and $266,000 is
deferred into restricted shares under the 2006 Restricted Share Scheme and the Deferrad Bonus Plan respectively, In addition, in
recognition of the substantial elements of defermed compensation and share awards which he forfeited on leaving his previous employer,
he was also awarded, as part of his joining arrangements, a one-off award of deferred shares of $1,449,300 (£1,000,000} granted in
March 2009. This will vest in February 2010. No guarantee was made to Steve in the respect of the 2008 performance and financial
year.

(e} MrDeNoma resigned from the board on 1 June 2008. However, he continued to be an employee of the Group until 30 June 2009. His
base salary and other contractual benefits continued to be paid until 30 June 2008 in line with his contract of employment.

Deferred compensation

In recognition of the substantial elements of deferred compensation and share awards forfeited when he left his previous employer, Steve
Bertamini participates in a deferred compensation arrangement under which a total of $6,500,000 was allocated inte an interest bearing
account, and all or part of the account may be invested in alternative assets at his discretion. The original allocation (together with the
accrued inferest and investment returns) will vest in three tranches untess he resigns or is terminated for cause: $3,000,000 after the
second, $2,000,000 after the fourth and $1,500,000 after the sixth annivarsary of joining. No further awards are planned.

Value as et Value as at Vesting
Grant date Allocation 31 Decemnber 2008 Vested 31 December 2009 period

S P Bertamini 19 May 2008 $6,500,000 $6,606,978 ~ $7,756,150 2010-2014

Retirement Benefits of Directors

All of the directors are eligible for retirement benefits. The Company policy is to provide a retirement benefit equivalent to two-thirds of base
salary for those who have completed at least 20 years' service with the Company at retirement. The retirement benefits are provided
through a combination of approved and/or unapproved defined benefit siructures depending upon when the director joined the Company
and his geographical location.

The defined benefit plans comprise a combination of the Standard Chartered Pension Fund, an approved non-coniributory scheme, and an
unapproved unfunded retirement benefit scheme. The unapproved unfunded retirement benefit scheme provides that part of the benefit
which cannot be delivered through the approved scheme and Is designed to mirror the provisions of the Standard Chartered Pension Fund.

Increase in accrued pension
{net of inflation and waiver)

Accrued pension 3000 (o) Transfer value of accrued penslon $000 {c) during 2008 $000 (g)
Increase/
(decrease)
At Increase At At during At 2009
1 January during 31 December 1 January theyear 31 December waiver Annual Transfer
Age 2000 the year 2009 2009  netof waiver 2009 $000 {a} pension value
P A Sands 48 241 79 350 3,635 1,703 5,809 - 79 1,331
G R Bullock &6 270 chl 332 4,575 1,309 6,698 - - 30 608
R H Meddings 51 249 68 347 3,911 1,713 6,127 - 67 1,209
T J Miller 82 1486 28 192 2,276 751 3,311 - 28 505
AM G Rees 54 170 40 230 2,697 973 3,999 - 39 738
J 8 Bindra 49 20 22 45 316 a7 784 - 22 ars

Notes

(8) Mr Bertamini only receives a cash supplement and does not participate, like the other directors, in the defined benefit plans set out
above.

(b) The accrued pension amounts include benefits arising from transfer payments received in respect of service with previous employers.

(e} The transfer values in respect of benefits under the unapproved unfunded retirement benefits scheme have been calculated using the
Group’s pension accounting methodology and assumptions.

{d

=

Directors are given the opportunity to waive a proportion of any potential bonus and/or salary to enhance their unfunded unapproved
retirement benefits. The amounts waived in respect of 2009 are shown in tha table above.

{e) Theincrease in accrued pension (net of inflation and waiver) during the year is the difference between the accrued pension at the end of
2008 increased by an allowance for inflation of 0.3 per cent {2008: 3.0 per cent) and the accrued pension at the end of 2009 excluding
any waiver in 2009.

{ In addition to the amounts identified in the table above the Group paid $449,612 (2008: $ 605,996) in retirament benafits to former
directors and their dependants.

(@ The amounts included in the table above as at 1 January and 31 December 2009 are calculated using the exchange rates at the end of
2008 (£1:$1.4493) and 2009 (£1:$1.6142) respectively. The other entries are calculated using the average exchange rates for 2000
(£1:%$1.5613} and 2008 (£1:$1.8377).
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14, Financial instrurments

Classification

Financial assets are classified between four measurement categories: held at fair value through profit or loss (comprising trading and
designated}, available-for-sale, loans and receivables and held-to-maturity; and two measurement categories for finangial liabilities: held at
fair value through profit or loss {comprising trading and designated) and amortised cost. Instruments are classified in the balance sheet in
accordance with their legal form, except for instruments that are held for trading purposes and those that the Group has designated to hold
at fair value through the profit and loss account. The latter ara combined on the face of the balance sheet and disclosed as financial assets
or liabifities held at fair value through profit or loss.

The Group’s classification of its principal financial assets and abllities is summarised in the table below.

Group
Assets at fair value Assets at amortised cost
Designated
Darivatives  at fair value
held for through Avallable- Loans and Hald-to- Non-financlal
Trading hedging profit or loss for-sale recelvables maturity assets Total
Assets Smillion Smillion Smillion Smillion Smittion $million Smillion Smillion
Cash and balances at central banks - - - - 18,131 - - 18,11
Financial assets held at fair value
through profit or loss
Loans and advances to banks 1,947 - 101 - - - - 2,048
Loans and advances to customers 3,373 - 138 - - - - 3,511
Treasury bills and other eligible bills 5,319 - 240 - - - - 5,559
Debt securities 9,941 - 170 - - - = 10,111
Equity shares 633 = 584 - - - - 1,417
21,213 - 1,233 - - - - 22 446
Derivative financial instruments az174 1,044 - - - - - 38,218
Loans and advances to banks - - - - 50,884 - - 50,884
Loans and advances to customers - - - - 198,292 - - 198,292
Investment securities
Treasury bils and cther eligible bills - - - 18,958 - - - 18,958
Debt securities - - - 48,433 6,657 31 - 55,121
Equity shares - - ~- 1,648 - - - 1,649
- - - 69,040 6,657 31 - 75,728
Dther assets - - - - 11181 - 5,932 17,113
Jotal at 31 December 2009 58,387 1,044 1,233 68,040 285,145 31 5,032 420,812
Cash and balances at central banks - - - - 24,161 - - 24,161
Financial assets held at fair value
through profit or loss
Loans and advances to banks 1,361 - 12 - - - - 1,363
Loans and advances to customers 4,103 - 231 - - - - 4,334
Treasury hills and other eligible bills 2,602 - 205 - - - - 2,707
Dabt securities 6,193 - 203 - - - - 6,396
Equity shares 165 — 460 — - — — 625
14,314 - 1,111 - - - - 15,425
Derivative financial instruments 68,166 1,441 - - - - - 69,657
Loans and advances to banks - - - - 48,581 - - 46,581
Loans and advances to customers - - - - 174,178 - - 174,178
Investment securities .
Treasury bills and other eligible bills - - - 16,713 — - - 16,713
Debt securities - - - 43,643 7,456 37 - 51,036
Equity shares - — - 1,593 - - = 1,593
- - - 61,849 7,456 37 - 60,342
Other assets - — - — 14,773 - 5,595 20,368

Total at 31 December 2008 82,480 1,491 1,111 61,849 267,149 37 55095 419.712
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Classiffeation continued

Group Ligbilities at fair value
Designated
Darivativas at falr value
held far through Amortised  Non-financial
Trading hedging profit or loss cost liabllities Total
Liabilities $million Smillion Smillion Smiltion smiliion Smillion
Financial liabilities held at fair value through profit
orloss
Deposits by banks 432 - 50 - - 482
Customer accounts 1,886 - 3,616 - - 5,502
Debt securities in issue 2,618 - 1,369 - - 3,987
Short positions 4,534 - - - - 4,534
9,470 - 5,035 - - 14,506
Derivative financial instruments 36,323 552 - - - 36,875
Deposits by banks - - - 38,461 - 38,461
Customer accounts - - - 251,244 - 251,244
Debt securities in issue - - - 24,502 - 24,602
Other liabilities - - - 8,513 7,51 16,084
Subordinated liabilities and other borrowed funds - - - 19,240 - 19,240
Total at 31 December 2009 45,793 552 5,035 341,960 7,571 400,911
Financial liabilities held at fair value through prefit
orloss
Deposits by banks® 4,028 - 49 - - 4,077
Customer accounts 1,207 - 3,376 - - 4,583
Debt securities in issue 2,128 - 1,494 - - 3,622
Short positions 3,196 - - - - 3,196
10,559 - 4,919 - - 15,478
Derivative financial instruments 67,238 537 - - - 67,775
Deposits by banks - - - 31,809 - 31,909
Customer accounts - - - 234,008 - 234,008
Debt securities in issue - - - 22,075 - 22,075
Other lfabilities - - - 9,401 8,025 17,426
Subordinated liabilities and other borrowed funds — - — 17,709 - 17,709
Jotal at 31 December 2008 77,797 537 4,919 315,102 8,025 406,380

'Trading deposits by banks at 31 December 2008 includes $3,093 million in respect of a repo transaction which was sligible for nietting undsr 1AS 32 with
balances within trading loans and advancas to customers, At 31 December 20089, the net balance of $63 milion has been presented within trading Joans to

customers.
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Company
Assets at fair valus Assels at amortised cost
Deslgnated
Derivalives  at fair value
held for lhraugh Available- Loans and Held-to- Mon-financial
Trading hedging profit or loss for-sale receivables maturity assets Total
Assets Smillion Smillian smilllon Smillion Smillion Smillich Smilllion Smiflion
Cash and balances at central banks - - - - 11,800 - - 11,800
Financial assets held at fair value
through profit or loss
Loans and advances to banks 1,942 - 101 - - - - 2,043
Loans and advances to custormers 3,355 - 15 - - - - 3,370
Treasury bills and other eligible bills 1,844 - - - - - - 1,844
Debt securities 7,082 - 46 - - - - 7,128
Equity shares 589 - — - - - - 589
14,812 - 162 - - - - 14,874
Derlvative financial instruments 34,208 999 - - - - - 35,207
Loans and advances to banks - - - - 23,389 - - 23,389
Loans and advances to customers - - - - 89,067 - - 89,067
Investment securities
Treasury bills and ather eligible hills - - - 3,668 - - - 3,668
Debt securities - - - 23,726 3,871 - - 27,597
Equity shares - - - 138 - - - 138
- - - 27,532 3,87 - - 31,403
Other assets - - - - 6,192 - 3,883 10,075
Total at 31 December 2009 49,020 999 162 27,532 134,319 = 3,883 215,915
Cash and balances at central banks - - - - 17,679 - - 17,679
Financial assets held at fair value
through profit or loss
Loans and advances to banks 1,351 - - - - - - 1,351
Loans and advances to customers 4,057 - - - - - - 4,057
Treasury bills and cther eligible bills 274 - - - - - - 274
Debt securities 3,382 - 47 - - - - 3,429
Equity shares 165 - - - - - - 165
9,229 - 47 - - - - 9,278
Derivative financial instruments 62,100 1,380 - - - - - 63,480
Loans and advances to banks - - - - 21167 - - 21,167
Loans and advances to customers - - - — 74,485 - - 74,485
Investment securities
Treasury bills and other eligible bills - - - 4,142 - - - 4,142
Debt securities o= - - 23,238 4,735 - - 27,973
Equity shares - - - 126 - - - 1268
- - - 27,506 4,735 - - 32,241
Other assets - - - - 10,820 — 2,859 13679
Total at 31 December 2008 71,329 1,380 47 27,506 128,886 — 2,859 232,007
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Classification continued

Company Ligbilities at falr value
Designated
Derivatives at fair value
held for threugh Amortised Non-financial
Trading hedging profit or loss cost liabilities Total
Liabilities Smillion Smillion Smillien smillion $millicn Smillien
Financial liabilities held at fair value through profit
or loss
Deposits by banks 432 - 34 - - 466
Customer accounts 1,859 - 121 - - 1,980
Debt securities in issue 2,525 - - - - 2,525
Short positions 873 - - - - 873
5,689 - 155 - - 5,844
Derivative financial ingtruments 34,162 443 - - - 34,605
Deposits by banks - - - 21,526 - 21,526
Customer accounts ' - - - 104,952 - 104,952
Debt securities in issue - - - 11,993 - 11,993
Other liabilities - - - 3,622 3,202 6,914
Subordinated liabilities and other borrowed funds - - - 17,492 - . 17,492
Jolal at 31 December 2009 39,851 443 155 159,585 3,292 203,326
Financial liabilities held at fair value through profit
orloss
Deposits by banks’ 4,028 - 34 - - 4,062
Customer accounts 1,207 - 180 - - 1,387
Debt securities in issue 1,870 - 101 - - 2,071
Short positions 1,181 — - — - 1,181
8,386 - 315 - - 8,701
Derivative financial instruments 62,141 420 - - - 62,561
Deposits by banks - - - 18,060 - 18,080
Customer accounts - - - 95,403 - 95,403
Debi securities in issue - - - 8,904 - 8,904
Cther lizhilities - - - 5,194 3,683 8,877
Subordinated ligbilities and other borrowed funds - - - 15,907 - 15,907
Total at 31 December 2008 70,527 420 315 143,468 3,683 218,413

Trading deposits by barks at 31 December 2008 includes $3,093 million in respect of a repo transaction which was sligible for netting under IAS 32 with
balances within trading loans and advances to customers. At 31 December 2009, the net balance of $63 million has been presented within trading loans to
customers.

Valuation of financial instruments

Instruments held at fair value

Valuation of financial assets and ffabilities held at fair value are subject to a review independent of the business by Valuation Control. For
those financial assets and liabilities whose fair value is determined by reference to externally quoted prices or market observable pricing
inputs to valuation model, an assessment is made against external market data and consensus services. Financial instruments held at fair
value in the balance sheet have been classified into a valuation hierarchy that reflects the significance of the inputs used in the fair value
measurements.

Wherever possible, Valuation Contro} utilises multiple independent market data sources, Market data sources are assessed for relevance
and reliability. A market data source is relevant and refiable if there is 2 high prabability that a third party transaction can be executed based
on this data. Market data reliability is assessed with respect to the following considerations:

1. methodology used by data provider to generate data (eg. identity of contributors, basls of data collection/processing)
2. degree of activity in the market or extent of market coverage represented by the data source
3. integrity and raputation of the data provider

4. comparisons with other similar or alternative data sources and whether or not it is regarded within the range of acceptable quotes (on
the basis of a current and historical consideration)

Where a range of market price sources are utilised, Valuation Contrcl documents the process by which the average or consensus price is
determined. If Veluation Control chooses to adopt a pricing hierarchy {a scherne in which prices from rmore reliable sources are used
preferentially to prices less refiable), any prices not used are reviewed for 2 body of contradictory evidence. Valuation Control assesses all
available market data before selecting the market data sources that will form the basis of the Price Testing process. Market data uiilised by
Valuation Control is independent of the Front Office. Market data that is not fully independent receives a zero or low weighting.

53



Standard Chartered Bank

Notes to the financial statements continued

14,  Financial instruments continued
Valuation of financial instruments continued

Control framewaork

A Product Valuation Control Committee exists for each business where there is a material valuation risk. Tha Commitiees mest monthly and
comprise representatives from front office, Group market risk, Product controt and valuation control. The Committees are responsible for
raviewing the results of the valuation controf process.

Valuation higrarchy
The valuation hierarchy, and the types of instruments classified into each level within that hierarchy, is set out below:

Level 1 Level 2 Level 3
Fair value determined using: Unadjusted quoted prices inan  Valuation models with directly or ~ Valuation models using
active market for identical assets  indirectly market observable significant non-market
and liabilities inputs observable inputs
Types of financial assets: Actively traded govemment and ~ Corporate and other government Asset backed securities
agency securities bonds and loans Private equity investments
Listed equities Over-the-counter (OTC) Highly structured OTC derivatives
Listed derivative instruments derivatives with unobservable parameters
Investments in publicly traded ~ Asset backed securtties Corporate bonds in illiquid
mutual funds with listed market  Private equity investments markets
prices
Types of financial liabilities: Listed derivative instruments Qver-the-counier (OTC) Highly structured OTC derivaiives
’ derivatives with unobservable parameters.

Level 1 portfolio

Level 1 assets and liabilities are typically exchange traded positions and some government bonds traded in active markets. These positions
are valued using quoted prices in active markets.

Level 2 portfolio

Where instruments are not quoted in an active market the Group utilises a number of valuation techniques to determine fair value. These
valuation techniques include discounted cash flow analysis models, option pricing medels and simulation models and other standard models
commanly used by market participants. Valuation technigues incorporate assumptions that other market participants would use in their
valuations, such as discount rates, default rates, oredit spreads and option volatilities. These inputs need to be directly or indirectly observable
in order to be classified as Lavel 2.

The Group makes a credit valuation adjustment (CVA) against derivative products, which represents an estimate of the adjustment to fair valus
that reflects the possibility that the counterparty may default such that the Group would not receive the full market value of the transactions.
For these products, the Group uses the Advanced IRB (AIRB) approach to manage its credit risk. All assets under the AIRB approach have
sophisticated probability of default {PD), loss given default (LGD) and exposure at default or credit conversion facter models developed to
suppaort the credit decision making process. For CVA, AIRE models used calculate the PD and LGD which, togsther with the resuts of the
exposure simulation engine, generates a conservative view of expected loss.

In addition to periodic reassessment of counterparties, credit exposures and external trends which may impact risk management outcomes
are closely monitored. Accounts or portfolios are placed on Early Alert when they display signs of weakness or financial deterioration, for
example where there is a decline in the customer's position within the industry, a breach of covenants, non-performance of an obligation, or
there are issues relating to ownership or management. As a result, the reserve represents a dynamic calculation based on the credit quality of
the counterparties, collateral positions and exposure profiles.

All fair value positions in non-derivative financial instruments are valued at bid (for long positions) or offer (short) levels. Fair valus of derivative
positions is initially derived by calculating at mid-market levels. These are then adjusted through bid-offer valuation adjustments to effectively
reflect the long positions &t bid and short positions at offer. The resulting valuation is then reflective of the fair value of that instrument in the
market.

In calculating the bid-offer valuation adjustment, reference is usually made to the rigk contained within a similar bucket, for example the interest
rate risk is divided in time buckets and a separate bid-offer valuation adjustment calculated for each one of these. The rationale for following
this methodology is to take account of the different risks that exist for each of the time buckets and the different hedge transactions that
would need to be executed to insulate the gross risk in those buckets, should the need arise. Similar bucketing also takes place to account for
different bid-offer levels for options which are at the money, out of the money and in the money.

Level 3 portfolio
The primary products classified as Level 3 are as follows:

Investment securities - asset backed securities

The majority of these positions are valued using third party sources. However, due to the severe lack of liquidity in the market and the
prolonged period of time under which many securities have not traded, abtaining external prices is not a strong enough measure to determine
whether an asset has an observable price or not. Therefore, once extemal pricing has been verified, the portiolio asset classes are monitored
against market conditions using broker reports in order to establish which asset classes are seeing some levels of activity and which are
completely iliquid. The latter are classified as Level 3, Where third party pricing is not availab'e, Standard Chartered dealer prices are used
with the asset classified as Level 3.
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Level 3 portfolio continued

Equity shares — Private Equity

Unlisted Private Equity investments are generally valued based on earning muitiples {Price-to-Eamings (P/E) or Enterprise Value (EV)/ Earnings
before Income-Tax, Depreciation and Amortisation (EBITDA)) of comparable listed companies together with the application of a liquidity
discount. The two primary inputs for the valuation of these investments are the actual or forecast eamings of the investee companies and
earning multiples for the comparable listed companies. Even though earning muitiples for the comparable listed companies can be sourced
from third party sources (for example, Bloomberg) and those inputs can be deemed Level 2 inputs, all unlisted investments {excluding those
where some form of observable inputs are available, for example, OTC prices) am classified as Level 3 on the ground that the valuation
methods involve significant judgements ranging from determining comparable companies to liquidity discounts.

Derivatives

These trading derivatives are classified as Lavel 3 if there are parameters which are unohservable in the market, such as products where the
performance is linked to more than one underlying. Examples are foreign exchange basket options, equity options based on the performance
of two or more underlying indices and interest rate products with quanto payouts. These unohservabile conmelation parameters could only be
implied from the market, through methods such as historical analysis and comparison to historical levels or henchmark data. Other derivatives
are classified as Level 3 if the trading is iliquid, such as some emerging market convertible bonds and structured credit products.

The tables below shows the classification of financial instruments held at fair value into the valuation hierarchy set out above as at 31
December 2009.

Group
Level 1 Level 2 Level 3 Total
Assets Smillion Smillion Smillion Smillion
Financial instruments held at fair value through profit or loss
Loans and advances to banks 372 1,676 - 2,048
Loans and advances to customers 170 3,341 - 3,511
Treasury bills and other eligible bills 4,537 1,022 - §,559
Debt securities 5,250 4,732 129 10,111
Equity shares 604 37 576 1,217
) 10,933 10,808 705 22,446
Derivative financial instruments 648 37,432 138 38,218
Investment securities
Treasury bills and other eligible bills 12,794 6,164 - 18,958
Debt securities 16,366 31,630 437 48,433
Equity shares 595 298 756 1,649
29,755 38,092 1,193 69,040
At 31 December 2009 41,336 86,332 2,036 129,704
Liabilities
Financial instruments held at fair value through profit or loss .
Deposit by banks - 4p2 - 482
Customer accounts 39 5,463 - 5,502
Debt securities in issues - 3,987 - 3,987
Short positions 4,302 232 ~ 4,534
4,341 10,164 - 14,505
Derivative financial instruments 869 35,856 150 36,875

At 31 December 2009 5,210 46,020 150 51,380

There were na significant transfers between Level 1 and Level 2 in 2008.
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Company
Level 1 Level 2 Level 3 Total
Assets Smillion Smilllion Smillion Smillion
Financial instruments held at fair value through profit or loss
Loans and advances to banks ar2 1,671 - 2,043
Loans and advances to customers 170 3,200 - 3,370
Treasury bills and other eligible bills 1,789 55 - 1,844
Debt securities 2,628 4,371 129 7,128
Equity shares 652 a7 - 589
5,511 9,334 129 14,974
Derivative financial instruments 612 34,517 78 35,207
Investment securities
Treasury bills and other eligible bills 3125 543 - 3,668
Debt securities 7,099 16,247 380 23,726
Equity shares 71 13 54 138
10,295 16,803 434 27,532
At 31 December 2009 16,418 60,654 641 77,713
Liabilities
Finaneial instruments held at fair value through profit or loss
Deposit by banks - 466 - 466
Customer accounts 39 1,941 - 1,980
Debt securities in issues - 2,525 - 2,525
Short positions 642 231 - 873
681 5,163 - 5,844
Derivative financial instruments 586 33,959 60 34,605
At 31 December 2003 1,267 38,122 80 40,449
There were no significant transfers between Level 1 and Level 2 fair value in 2009.
Level 3 movement tables
Financial assets
Group
Held at fair valua through profit or loss Investment securities
Derivative
financial
Debt securities Equity shares instruments Debt securities Equity shares Total
Assets Smitlien Smillion Smillian Smillion Smillion Smillion
At 1 January 2009 i41 415 260 3a2 563 1,711
Total {lossesygains recognised in
income statement (10) 32 (142} (1} (41) {162)
Total gains recognised in other
comprehensive income - 1 12 14 74 1M
Purchases - 128 3 307 165 603
Issues - - - - - -
Sales - - (1) (183) {5} (199)
Settlements - - - - - -
Transfers out (2) - - (22) - (24)
Transfers in - - 6 - - 6
At 31 December 2009 129 576 138 437 756 2,036
Total {losses)/gains recognised in the
income statement relating to assets
held at 31 December 2009 {5) 28 39 6 (31) a7
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Company
Held at falr
valus through
profit or loss Investment securities
Derivalive
financial
Debt securilies instruments. Debt securities Equity shares Total
Assets Smillien Smillion Smillion Smillign Smillion
At 1 January 2009 ‘ 1141 142 277 62 622
Total losses recognised in income statement (10) 97 {1} (6) {114)
Total gains recegnised in other comprehensive income - 5 14 1 20
Purchases - 1 304 - 305
Issues - - - - -
Sales - 1] (193) (3) {197)
Seftlements - 28 - - 28
Transfers out {2) - (21) - {23)
Transfers in - - - - -
At 31 December 2009 129 78 380 54 641
Total (losses)/gains recognised in the income statement
relating to assets held at 31 December 2009 {8) 23 4 - 22
Firancial liabilities
Group
Derivalive
financial
instuments Total
Liabilities Smillion Smillion
At 1 January 2009 181 181
Total gains recognised in income statement (70) (70)
Total losses recognised in other comprehensive income 16 16
Purchases - -
Issues - -
Sales - -
Settlements 23 23
Transfers out - -
Transfers in - -
At 31 December 2008 150 150
Total losses recognised in the income statement ralating to liabiities ‘
held at 31 December 2009 {31) (31)
Company
Darivative
financial
instruments Total
Liabilities Smillion Smillign
At 1 January 2009 91 91
Total gains recognised in income statement (37 (37
Total losses recognised in other comprehensive income 1 1
Purchases - -
lssues - -
Sales -
Settflements 5
Transfers out - -
Transfars in - -
At 31 December 2009 60 60
Totat losses recognised in the income statement relating to liabilities
held at 31 December 2000 (40} (40)

There were no significant transfers into or out of level 3 fair value in 2009,
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Sensitivities in respect of the fair values of Level 3 assetis and liabilities

Group

Held at fair value through profit or loss

Net  Favourable Unfavourable

Investment securities

Net Favourable Unfavourable

axposure Changes Changes exposure Changes Changes
At 31 December 2009 Smillion $millign Smillian Smillion Smillfen Smillion
Financial instruments held at fair value through profit or loss
Debt securities 129 130 126 - - -
Equity shares 576 634 518 - - -
Derivative financial instruments {12} 2 {14} - - -
Investment securities
Debt securities - - - 437 452 427
Equity shares — — - 756 835 676
Total 693 766 630 1,193 1,287 1,103
Company

Hald at fair valua through profit or loss Investment securilies

Net Favourable Unfaveurable

Net Favourable Unfavourable

axposureg Changes Changes exposure Changes Changes
At 31 December 2009 Smillian Smillion Smillien Smillion Smiltion Smillion
Financial instruments held at fair value through profit or loss
Debt securities 129 131 128 - - -
Equity shares - - - - - -
Derivative financial instruments 18 32 16 - - -
Investment securities
Debt securities - - - 380 392 369
Equity shares - -~ — 54 62 46
Total 147 163 144 434 454 415

Where the fair value of financial instruments are measured using valuation techniques that incorparate one or more insignificant inputs which
are based on unobservable market data, we apply stresses on these unobservable parameter inputs. A 0 per cent increase or decrease in
correlation and credit sensitivities, generate a range of reasonably possible alternative valuations. As of 31 December 2009, these stresses
could have increased fair values of financial instruments held at fair value through profit or loss by $73 million and available-for-sale by $94
million, or decreased fair values of financial instruments held at fair value through profit or loss by $63 mificn and available-for-sale by $30
million. Far the Company, these stresses could have increase fair values of financial instruments held at fair value through profit or loss by
$16 million and available-for-sale by $20 millon, or dacreased fair values of financial instruments held at fair value through profit or loss by

$3 million and available-for-sale by $19 milfion.
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Instruments carried at amortised cost

The following tables summarise the carrying amounts and fair values of those financlal assets and liabiliies not presented on the Group's
balance sheet at fair value. The fair values in the table below are stated as at 31 Dacemnber and may be different fram the actual amount
that will be received/paid on the settlement or maturity of the financial instrument.

Group
2009 2008
Book amount Fair value Book amount Fair value
Smiltion Smillion Smilion Smilion
Assets
Cash and balances at central banks 18,131 18,131 24,161 24,161
Loans and advances to banks 50,884 50,905 46,581 45,8565
Loans and advances to customers 198,202 199,739 174,178 170,410
Investrment securities 6,688 - 6,556 7,493 6,729
Dther assets 11,181 11,181 14,773 14,773
Liabilities
Deposits by banks 38,461 38,169 31,808 31,713
Custormer accounts 251,244 249,548 234,008 230,558
Debt securities in issue 24,502 22,490 22,075 23,097
SBubordinated liabilities and other borrowed funds 19,240 18,692 17,709 14,626
(Qther liabilities 8,513 8,513 9,401 9,401
Company
2000 2008
Book amount Fair vatue Book amount Fair value
Smillion Smillion Smillion Smillion

Assets
Cash and balances at central banks 11,800 11,799 17,679 17,695
Loans and advances to banks 23,389 23,402 21,167 20,909
Loans and advances to customers 89,067 90,271 74,485 73,638
Assets classified as held for sale - - 387 387
Investment securities - 3,871 3,743 4,735 3,979
Other assels 6,192 5,192 10,820 10,820
Liabilities
Deposits by banks 21,526 21,522 18,060 18,205
Customer accounts 104,952 104,975 95,403 94,022
Debt securities in issue 11,993 11,973 8,904 8,954
Liabilities classified as held for sale - - 405 405
Subordinated liabilities and other borrowed funds 17,492 16,965 ' 15,807 12,935
Other liabilities ' 3,622 3,622 5,194 5,194

The following sets out the Group's basis of establishing fair values of the financial instrurants shown above.

Cash and balances at central banks
The fair value of cash and balances at central banks is their carrying amounts.

Loans and advances to banks and customers

For loans and advances to banks, the fair value of floating rate placements and overnight deposits is their camying amounts. The estimated
fair value of fixed interest bearing deposits is based on discounted cash flows using the prevailing money-market rates for debts with a
similar credit risk and remaining maturity. .

The Group’s loans and advances to customers porifolio is well diversified by geography and industry. Approximately one-third of the
portfolio reprices within one month, and over 50 per cent reprices within 12 months. The fair value of loans and advances to customers
with a residual maturity of less than one year is their carrying value. Loans and advances are presented net of provisions for impairment, The
estimated fair value of loans and advances with a residual maturity of more than one year represents the discounted amount of future cash
flows expected to be received, including assumptions relating to prepayment rates and, where appropriate, credit spreads. Expected cash
flows are discounted at current market rates to determine fair value.. The Group has a wide range of individual instruments within its loans
and advances portfolio and as a result providing quantification of the key assumptions used to value such instruments is impractical, with no
one assumption being material.

Investment securities

For investment securities that do not have directly observable market values, the Group utilises a number of valuation techniques to
determine falr value. Where available, securities are valued using inputs proxied from the same or closely related underlying {for example,
bond spreads from the same or ¢losely related issuer) or inputs proxied from a different underlying (for example, a similar bond but using
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Instruments carried at amortised cost continued
Investment securities ¢ontinued

spreads for a particular sector and rating). Certain instruments cannot be proxied as set out above, and in such cases the positions are
valued using non-market observable inputs, This includes those instruments held at amortised cost and predominantly relate to asset
backed securitigs. The fair value for such instruments is usually proxied from internal assessments of the underlying cash flows, The Group
has a wide range of individual investments within the unlisted debt securities portfolio. Given the number of instruments involved, providing
quantification of the key assumptions used to value such instruments Is impractical, with no ong assumption being material.

Deposits and borrowings

The estimated fair value of deposits with no stated maturity is the amount repayable on demand. The esiimated fair vatue of fixed interest
bearing deposits and other borrowings without quoted market prices is based on discounting cash flows using the prevailing market rates

for debts with a similar credit risk and remaining maturity.

Debt securities in issue, subordinated liabilities and other borrowed funds
The aggregate fair values are calculated based on quoted market prices. For those notes where quoted market prices are not avallable, a
discounted cash flow model is used based on a current market related yield curve appropriate for the remaining term to maturity.

Reclassification of financial assets

In 2008 the Group and Company reclassified certain financial assets ¢lassified as held for trading into the available-for-sale (‘AFS") category
as these were no longer considered to be held for the purpose of selling or repurchasing in the near term. At the time of transfer, the Group
and Company identilied the rare circumstances permitting such a transfer as the impact of the ongoing cradit crisis in financial markets,
particularly from the beginning of 2008, which significantly impacted the liquidity in certain markets, The Group and Company also

reclassified certain eligible financial assets from trading and available-for-sale categories to loans and receivables.

The following tables provide details of the remaining balance of assets reclassified during 2008 as at 31 December 2009 and 31 December

2008:
Group
If assets had not been reclassified,
talr value gain/{loss) from the date of
1 Januery 2008 to 31 December 2009
which would hava been
racognised within
Incomes
{expense)
Garrying recognised
amount at Fair value at inincome  EHective interest
31 December 31 December AFS statement rate at date of
. 2009 2009 Incoma reserve in 2009 reclassification
For assets reclassified: Smillion Smillion Smilkon Smillion gmitiion %
From trading to AFS 593 593 (20 - 23 6.2
From trading to loans and receivables 2,213 2,049 127 - a5 5.8
From AFS to loans and receivables 1,362 1,216 - 145 49 5.3
4,168 3,858 107 145 167
Of which asset backed securities:
reclassified to AFS 148 148 {an - (a6}
reclassilied to loans and receivables 2,201 2,002 21 145 76
! Post-reclassification, the loss is recognised within the availabls-for-sale reserve,
ff assets had not been redassified,
fair value gain/floss) from the date of
reclassification to 31 Decamber 2008
which would have been
recognised within
Income:
Carrying recognised
amount at Falr value at in Income: Effective interest
31 December - 31 December AFS statement rate at date of
2008 2008 ncome ‘reserve In 2008 reclassification
For assets reclassified: Smilion $mitign Smillian Smilion Smillion %
From trading to AFS 2,485 2,485 (832 - 12 5.9%
From trading to loans and receivables 2,754 2,456 {298) - 15 57%
From AFS ic loans and receivables 2,095 1,685 - (410} 11 5.3%
7,334 6,626 {381} (410) 38
Of which asset backed securities:
reclassified to AFS 171 171 (662 - 2
reclassified to loans and receivables 3,034 2,532 (92) {410) 15

2 Post-recassification, the loss is recognised within the available-for-sala reserve.
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Company
If assets had not been reclassified,
fair value loss from the 1 January 2009
to 31 December 2009
which would have been
_ recognisedwithin _______
Carrying _ [ncome/{expense) Income
amount at Fair value at recognised recognised
31 December 31 December AFS ininceme Inincome
" 2008 2009 Income reserve skatement statemant
For assets reclassified: Smilllion Smillion Smillion $million Smillion Smillion
From trading to AFS 501 501 (20 - 3 6.5%
From trading to loans and receivables 2,104 1,842 128 - 92 5.8%
From AFS to loans and receivables 1,362 1,216 — 145 49 5.3%
3,967 3,659 108 145 144
Of which asset backed securities:
reclassified to AFS 148 148 o - {36)
reclassified 1o loans and receivables 2,231 2,002 21 145 76

! Post-reclassification, the loss s recognised within the avaitable-for-sale reserve.

if assels had not been redassified,
falr value loss from the date of
reclassification to 31 December 2008
which would have been
recognised within

Carrying Income Income
amount at Fair value at recognised recognised
31 December 31 December AFS in incoma inincome
2008 2008 Income resenve staternent statement
For assets reclassified: $million Smilion Smilien Smilion Smillon Smillion
From trading to AFS 1,943 1,943 (892 - .9 6.3%
From trading to loans and receivables 2,837 2,341 (2986} - 13 5.8%
From AFS to loans and receivables 2,095 1.685 - {410} 11 5.3%
6,675 5,969 (385) {410} 33
Of which asset backed securities:
reclassified to AFS 171 171 (66)2 - 2
reclassified to loans and receivables 3,034 2,532 (92) {410} 15

2 Post-redassification, the loss is recognised within the avallable-for-sale reserve.

15.  Financial instruments held at fair value through profit or loss

Financial assets held at fair value through profit and loss

Financial assets held at fair value through profit and loss comprise assets held for trading and those financial assets designated as being
held at fair value through profit or loss.

For certain loans and advances and debt securities with fixed rates of interest, interest rate swaps have been acquired with the intantion of
significantly reducing interest rate risk. Derivatives are recorded at fair value whereas loans and advances are usually recorded at amortised
cost. To significantly reduce the accounting mismatch between fair value and amortised cost, these lcans and advances and debt securities
have been designated at fair value through profit or loss. The Group ensures the criteria under IAS 39 are met by matching the principal
terms of intergst rate swaps to the corresponding loans and debt securities. The changes in fair value of both the underlying loans and
advances, and debt securities, and interest rate swaps are monitored in a simifar manner to trading book portfolios.

Loans and advances held at fair value through profit and loss
The maximum exposure to credit risk for loans designated at fair value through profit or loss was $239 million (2008: $243 million).

The net falr value loss on loans and advances to customers designated at fair value through profit or loss was $5.9 milion (2008: $0.1
million), OF this, $nil million (2008: $3 miltion) relates to changes in credit risk. The cumulative fair value movement relating to changes in
credit risk was $3.4 million (2008; $3.4 million},

The changes in fair value atiributable to credit risk has been determined by comparing fair value movements in risk-free bands with similar
maturities to the changes in fair value of loans designated at fair value through profit or loss.

For certain loans and advances designated at fair value through profit or loss, the difference arising between the fair value at initial
recognition and the amount that wou!d have arisen had the valuation technigues used for subsequent measurement been used at initial
recognition, is amortised to the income statement until the inputs become cbservable or the transaction matures or is terminated. The
following table sets out a reconciliation of amounts deferred:
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Group Company
2009 2008 2009 2008
Smillion $million Smiltion Smillion
At 1 January 8 9 - -
Additional amount deferred - 2 - -
Recognised in income {4) (3) - —
At 31 December 4 8 - -
Changing one or more of the assumptions to reasonably possible alternatives would not significantly change the fair value.
Investment securities held at fair value through profit or logs
Group
2008
Debt Equity Treasury
Securities Sharas bills Total
Smillion Smillion Smillign Smillion
Issued by public bodies:
Government securities 5,568
Other public sector securities i8
5,586
lssued by banks:;
Certificates of deposit 628
Other debt securities 968
1,596
Issued by corporate entities and other issuers:
Other debt securities 2,929
Total debt securities 10,111
Of which:
Listed on a recognised UK exchange 440 - - 440
Listed elsewhere 4,835 604 1,516 6,955
Unligted 4,836 613 4,043 9,492
10,111 1,217 5,559 16,887
Market value of listed securities 5,275 604 1,516 7,395
2008
Debt Equity Treasury
Securities Shares bills Total
Smillion Smillion Srnillion $millign
Issued by public bodies:
Government securities 4,348
Other public sector securities 17
4,363
Issuad by banks:
Certificates of deposit 33
QOther debt securities 798
831
Issuad by corporate entities and other issuers:
QOther debt securities 1,202
Total debt securities 6,396
Of which:
Listed on a recognised UK exchange 14 - - 14
Listed elsewhere 2,218 197 1,085 3,498
Unligted 4,166 428 1,622 6,218
6,396 825 2,707 9,728
2,230 197 1,085 3,612

Market value of listed securities
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Company
2008
Debt Equity Treasury
Securities Shares bills Talal
Smillion Smillion Smillion Smillion
Issued by public bodies:
Government securities 2,841
Other public sector securities 13
2,854
Issued by banks:
Certificates of deposit 469
Other debt securities 1,327
1,786
Issued by corporate entities and other issuers:
Other debt securities 2,478
Total debt securitles 7,128
Of which:
Listed on a recognised UK exchange 440 - - 440
Listed elsewhere 2,669 552 558 3,778
Unlisted 4,019 a7 1,286 5,342
7,128 589 1,844 9,561
Market value of listed securitieg 3,108 552 558 4,218
2008
Debt Equity Treasury
Securities Shares bills Total
$milion Smillign Smillon Smillion
Issued by public bodies:
Government securities 1,584
Other public sector securities 9
1,593
Issued by banks:
Certificates of deposit 33
Other debt securities 529
562
Issued by corporate entities and other issuers:
Qther debt securities 1,274
Total debt securities 3,429
Of which:
Listed on a recegnised UK exchange 14 - - 14
Listed elsewhere 1,134 165 7 1,306
Unlisted _ 2.281 - 267 2,548
3,429 165 274 3,868
Market value of listed securities 1,148 165 7 1,320
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Financial liabilities held at fair value through profit and loss
The Group designates certain financial liabilities at fair value through profit or loss where either the liabilities:

» have fixed rates of interest and interest rate swaps or other interest rate derivatives have been entered into with the intention of
significantly reducing interest rate risk; or

» are axposed to foreign currency risk and derivatives have been acquired with the intention of significantly reducing exposure to market
changes; or

= have been acquired to fund trading asset portfolios or assets, or where the assets and liabilities are managed, and perormance
evaluated, on a fair value basis for a documented risk management or investment strategy.

Derivatives are recorded at fair value whereas non-trading financial liabilities (unless designated at fair value) are recorded at amortised cost.
Designation of certain liabilities at fair value through profit or loss significantly reduces the accounting mismatch between fair value and
amortised cost expense recognition (a criterion of IAS 38). The Group ensures the criteria under IAS 39 are met by matching the principal
terms of derivatives to the corresponding labilities, either individually or on a portiolio basis.

The changes in fair value of both the underlying liabilities and derivatives are monitored in a similar manner fo trading book partfolios.

The net fair value gain on Jiabilities designated at fair value through profit or loss was $70 milion for the year (2008: loss of $118.0 million}. Of
this, a gain of $6.C million (2008: loss of $11.2 million) relates to changes in credit risk. The cumulative fair value movement relating to
changes in credit risk was a loss of $10.4 'million (2008: a loss of $16.4 million),

As at 31 December 2009, the amount the Group is contractually obliged to pay at maturity to the holders of these obligations was $505
million higher {2008: $407 million higher) than the carrying amount at fair value.

The change in fair value attributable to credit risk was determined by comparing fair value movements in risk-free debt instruments with
similar maturities, to the changes in fair value of liabilities designated at fair value through profit or loss.

16. Derivative financial instruments

Derivatives are contracts with characteristics and value derived from underlying financial instruments, interest and exchange rates or indices.
They include futures, forwards, swaps and options transactions. Derivatives are an important risk management tool for banks and their
customers because they can be used to manage market price risk. The market risk of derivatives is managed in essentially the same way as
other traded products.

Our derivative transactions are principally in instruments where the mark-to-market values are readily determinable by reference to
independent prices and valuation quotes. We enter into derivative contracts in the normal course of business to meet customer requirements
and tc manage our exposure to fluctuations in market price movemenits. Derivatives are carried at fair value and shown in the balance shest
as separate totals of assets and liabilities. Recognition of fair value gains and losses depends on whether the derivatives are classified as
trading or held for hedging purposes. The credit risk arising from all financial derivaiives is managed as part of the overall lending imits to
financial institutions and corporate customers.

Hedging
Countries within the Group use {utures, forwards, swaps and options transactions primarily to mitigate interest and foreign exchange risk

arising from their own country exposures. The Gompany also uses futures, forwards and options to hedge foreign exchange and interest
rate risk. ’

In accounting terms under IAS 39, hedges are classified into three types: fair value hedges, predeminantly where fixed rates of interest or
foreign exchange are exchanged for floating rates; cash flow hedges, predominantly where variable rates of interest or foreign exchangs are
exchanged for fixed rates; and hedges of net investments in overseas operations translated to the parent company’s functional currency,
US dollars.

The use of interest rate swaps for the purposes of hedging significantly increased in 2009 compared to 2008. A large part of the increase
arose in cash flow hedges from hedging of the returns on mortgage backed securities obtained in 2009 following the government
sponsored morigage acquisition programme in Korea. The use of fair valug hedging was also expanded as part of our focus on liquidity
management. Foreign exchange options were also taken out during the year to provide more flexibility in managing the foreign exchange
risks in elements of our non-US dollar cost base,

We may also, under certain individually approved circumstances, enter into ‘economic hedges’ which do not qualify for IAS 39 hedge
accounting treatment, and which are accordingly marked to market through the profit and loss account, thereby creating an accounting
asymmetry. These are entered into primarily to ensure that residual interest rate and foreign exchange risks are being effectively managed.
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Derivatives are financial instruments that derive their value in response to changes in interest rates, financial instrurment prices, cormmodity
prices, foreign exchange rates, credit risk and indices. The types of derivatives used by the Group and Company ara set out balow, All
derivatives are classified as trading, recognised and subsequently measured at fair value, with all revaluation gains recognised in profit and
loss (except where cash flow or net investment hedging has been achieved, in which case the effective portion of changes in fair value is
recognised within reserves).

The tables below analyse the notional principal amounts and the positive and negative fair values of the Group’s and Company's derivative
financial instruments. Notional principal amounts are the amount of principal underlying the contract at the reporting date.

The Group and Company limit exposure to credit losses in the event of default by entering into master netting agreements with certain
market countemarties. As required by IAS 32, exposures are not presented net in thase accounts as in the ordinary course of business they
are not intended to be settled net. Details of the amounts available for offset can be found in note 50, under maximum exposure to credit
rigk.

Group
2009 2008
Notional Notional
principal pringipa!
amounts Assets Lianilittes amounts Assets Liabilities
Total denivatives Smillion Smillion Smillign Smilion $million $milfion
Foreign exchange derivative contracts: '
Forward foreign exchange contracts 704,691 9,052 8,211 832,915 23,096 21,017
Currency swaps and options 448,615 9,753 9,621 528,215 18,760 19,253
Exchange traded futures and options 774 - - 742 - -
1,154,080 18,805 17,832 1.361.872 41,856 40,270
Interest rate derivative contracts:
Swaps 1,211,971 14,255 13,946 1,089,407 21,992 21,451
Forward rate agreements and options 233,769 2,498 2,472 170,700 1,076 1,451
Exchange traded futures and options 252,625 83 84 242,694 557 429
1,698,365 18,836 18,502 1,502,801 23,625 23,331
Credit derivative contracts 35,133 835 845 29,033 926 961
Equity and stock index options 3,208 470 613 1,075 219 233
Commodity derivative contracts 19,066 1,272 1,083 16,200 3,031 2,980
Jotal derivatives 2,909,852 38,218 36,875 2,910,981 69,657 67,775
Company
2003 2008
Nolional Natlonal
principal principal
amounts Assets Liabilitles . amounis Assats Liabllities
Total derivatives Smilkon Smillien Smillion Smikion Smillion Smillicn
Foreign exchange derivative contracts:
Forward foreign exchange contracts 700,838 7,661 8,347 838,810 21,035 22,607
Currency swaps and options 389,475 7,052 8,741 458,303 15,012 14,600
1,090,313 14,713 15,088 1,297,243 36,947 37,207
Interest rate derivative contracts: -
Swaps 1,121,835 15,401 14,555 921,028 20,798 19,571
Forward rate agreements and options 219,633 2,385 2,326 158,730 867 1134
Exchange traded futures and options 246,334 83 84 236,946 557 429
. 1,587,802 17,869 18,965 1,316,704 22,222 21,134
Credit derivative contracts : 35,628 840 850 28,524 993 1030
Equity and stock index options 7,575 477 598 39i 248 204
Commodity derivative contracts 19,787 1,308 1,104 16,374 3070 2086
Total derivatives 2,741,105 35207 34,605 2,660,206 63,480 62,561
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Derivatives held for hedging

The group uses derivatives primarily to mitigate interest rate and foreign exchange risk. Hedge accounting is applied to derivatives and
hedged items when the criteria under IAS 39 have been met. The use of the interest rates swaps for the purposes of cash flow hedging
significantly increased in 2009 compared fo 2008, A large part of the increase arose from hedging of the retums on the morigage backed
securities obtained in 2009 foliowing the governmant sponsored mortgage acquisition programme in Karea. Foreign exchange options
werg also taken out during the year to provide more flexibility in managing the forelgn exchangs risk in elements of our non-USD dollar cost
base. The use of fair value hedging overall was also expanded as part of our focus on liguidity management. The tables below list the types
of derivatives that the Group and Company hold for hedge accounting.

Group
2009 2008
Notlanal Notional
principal principal
amounts Assets Liabitiles amounts Assets Llabiities
Smillion Smillion Smillion Smillion Smillion Smillian
Derivatives designated as fair value hedges:
Interest rate swaps 24,867 956 415 17,332 1,393 225
Currency swaps 607 14 9 - - -
Forward foreign exchange contracts 825 - 1 - - —
26,299 970 425 17,332 1,393 225
Derivatives designated as cash flow hedges:
Interest rate swaps 14,673 46 23 4,514 92 13
Options 898 23 - - - -
Forward forelgn exchange contracts 410 - 37 1,015 4] 210
Currency swaps 2i8 = 1 — - -
16,199 69 61 5,529 98 223
Derivatives designated as net investment hedges:
Forward foreign exchange contracts 738 5 66 600 - B89
Jotal derivatives held for hedging 43,236 1,044 552 23,461 1,491 537
Company
2009 2008
National Notional
pringipal principal
amounts Assats Liabiliies amounts Assets Liabilities
Smillion Smillion Smillion $million Smilign Emilion
Derivatives designated as fair value hedges:
Interest rate swaps 19,865 938 390 15,269 1,326 206
Currency swaps 607 14 9 - - -
Forward foreign exchange contracts 825 - 1 - - —
21,297 952 400 15,269 1,326 206
Derivatives designated as cash flow hedges:
Interest rate swaps 4,454 24 5 2,796 438 4
Forward foreign exchange contracts 410 - a7 1,015 6 210
Currency swaps 218 - 1 - - -
QOptions 898 23 - - - —
5,980 47 43 3,811 54 214
Total derivatives held for hedging 27,277 999 443 19,080 1,380 420

Fair value hedges

The swaps exchange fixed rates for floating rates on funding to match floating rates received on assets, or exchange fixed rates on assets

to match the floating rates paid on funding.

For qualifying hedges, the fair value changes of the derivative are substantially matched by corresponding fair value changes of the hedged
item, both of which are recognised in profit and loss. In respect of fair value hedges, losses arising on the hedging instruments during the
year were $433 million (2008: gains of $1,116 million) compared to gains arising on the hedged items of $403 milion {20C8: losses of

$1,112 million). For the Company, losses arising on falr value hedging instruments were $398 million (2008: gains of $1,120 million)
compared to gains arising on the hedged items of $365 million (2008 losses of $1,117 million).
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Cash flow hedges .

The Group uses interest rate swaps to manage the variability in future cash flows on assets and liabflities that have floating rates of interest
by exchanging the floating rates for fixed rates. It also uses foreign exchange contracts to manage the variability in future exchange rates on
its assets and liabilities and costs in foreign currencies.

(Gains and losses arising on the effective portion of the hedges are deferred in equity until the variability on the cash flow affects profit and
loss, at which time the gains or losses are transierred to profit and loss. During the year, $4 million (2008 $4 million) was recognised by the
Group in the income statement in respect of Ineffectiveness arising on cash flow hedges. During the year, losses of $106 million (2008:
gains of $18 million) for the Group was removed from the cash flow hedging reserve and included in profit and loss, of which, losses of $123
million {2008: gains of $2 million) was recognised within operating costs and gains of $17 million (2008: $16 million) within incorne.

During the year, losses of $115 milion {2008: $10million) for the company was removed from the cash flow hedging reserve and included in
the profit and loss of which, losses of $123 million (2008: gains of $2 million} was recognised within operating costs and gains of $8 million
(2008: $8 million) within income.

The Group has hedged the following cash flows which are expected to impact the income staternent in the following periods:

2009
Less than One to Two lo Three to Four to Over
ong year two years thres years four years five yoars five years Total
Smillion Smiliipn $million Smillion Smillion Smillion Smillion
Forecast receivable cash flows 500 274 179 161 150 - 1,264
Forecast payable cash flows {2,043) (246) {155) (136) (132) - (2,712
{1,543) 28 24 25 18 — {1,448)
2008
Less than One 1o Twoto Thres to Four 1o Over
one year WO years three years four years five years five years Total
$million Srmillian $milion $milicn Smillion $million $milltion
Forecast receivable cash lows 716 335 268 203 154 144 1,820
Forecast payable cash flows {1,439) (586} {208) {158) (121} (118) {2,630}
(723) (251) 518} 45 33 25 (810}

The Company has hedged the following cash flows which are expected to impact.the income statement in the following periods:

2009
Less than One to Two ta Three to Four to Over
one year two years thres years four years five yoars five years Total
Smillion Smillion Smillion Smillion Smillion Smillion Smillion
Faorecast receivable cash flows g2 20 6 7 7 - 122
Forecast payable cash flows (1,671} {21) {7 - - - {1,699)
(1,589) (1) (1) 7 7 — {1,577)
2008
Less than Oneto Twoto Three to Four 1o Over
one year two years ihree years tfour years five years five years Total
Smillion $million Smillion Smillion $milion $million $million
Forecast receivable cash flows 50 17 4 - - - 71
Forecast payable cash flows {915) (333) (2) — - — (1,250)
{865) {316) 2 — — — (1,179)

Net investment hedges ]

The Group uses foreign exchange contracts to managa the variability in future exchange rates on its net investments in foreign currencies.
Gains and losses arising on the effective portion of the hedges are deferred in equity until the net investment is disposed of. During the year,
$nil million (2008: $nil million} was recognised in the [ncome statement in respect of ineffectiveness arising on net investment hedges.
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Notes to the financial statements continued

17. Loans and advances to banks

Group Company

2009 2008 2009 2008

. Smiflion Smilion Smillion Smillign

Loans and advances to banks 53,066 47 967 25,487 22,521
Individual impairment provision {note 20) (132) (17) {54 2
Porifolio impairment provision {note 20) (2) {B) {1) ()]

52,932 47,944 25,432 22,518
Of which: loans and advances held at fair valug through profit or loss (note 14} (2,048) {1,363} (2,043) (1,351).

50,884 48,581 23,389 21,167

18. Loans and advances to customers

Loans and advances to customers have grown by $23.3 hilion to $201.8 billion.

Cormpared to 2008, the Consumer Banking portfolio in 2009 has grown by $13.9 billion, or 17 per cant, mainly due to increased mortgage
lending.

The growth in the mortgage portiolio is in line with Consumer Banking's strategy of de-tisking the overall portfolio by increasing the
proportion of secured advances and taking advantage of the strengthening property markets. Growth was mostly in Korea, Singapore and
Hong Kong which increased by $3.3 billion, $2.1 billion and $1.8 billion respectively.

Growth in the Wholesale Banking customer portfolio was $9.6 billion, or 10 per cent. Growth was spread across several regions, with
Singapore particularly strong at $6.9 billion, or 72 per cent of that growth, The growth in Singapors is primarily in trade loans, due to
business growth and the acquisition of new clients, receivables financing and other corporate loans.

Exposures to banks grew by 10 per cent. This reflects our strong liquidity position, with much of that liquidity placed with high quality bank
counterparties.

The Wholesale Banking porifolio remains diversified across both geography and industry, with no significant concentration within the
industry classifications of Manufacturing; Financing, insurance and business services; Commerce; or Transport, storage and
communication.

Single borrower concentration risk has been mitigated by active distribution of assets to banks and institutional invesiors, some of which is
achieved through credit-default swaps and synthetic risk transfer structures.

Group Company

2009 2008 2009 2008

$million Smillion Smittion Smillion

L.oans and advancas to customers 204,530 180,470 93,541 79,085
Individual impairment provision (note 20) {1,853) (1,307) (666) (304)
Portiolio imgairment provision {note 20 (874) (651) {438) {(239)
. 201,803, 178,512 92,437 78,542
Of which: loans and advances held at fair value through profit or Joss (note 14) {3,511) {4,334) (3,370) {4,057}
198,292 174,178 89,067 74,485

Loans and advances sold subject to sale and repurchase transactions 231 108 3 53

The Group has transferred to third parties by way of securitisation the rights to any collections of principal and interest on customer loan
assets with a face value of $3,601 million {2008: $4,192 million}. The Group continues to be exposed to related credit and foreign exchange
risk on these assets. The Group continues to recognise these assets in addition to the proceeds and refated liability of $3,063 million (2008:
$4,583 million) arising from the securitisations.

The Company has transferred to third parties by way of securitisation the rights to any collections of principal and interest on customer loan
assets with a face value of $283 million {2008: $271 millior). The Company continues io be exposed to related credit and foreign exchange
risk on these assets. The Company continues to recognise these assets in addition to the proceeds and related liability of $144 million
(2008: $183 miliion) arising from the securitisations.

The Group has entered into synthetic credit default swaps for portfolio managernent purposes, referencing loan assets with a notional value
of $15.7 billion (2008: $15.7 billion), The Group continues to hold the underlying assets referenced in the synthetic credit default swaps.

The Company has not entered into synthetic credit default swaps for portfolio management purposes.

The Group has outsianding residential mortgage loans to Korea residents of $20.5 billion {2008: $17.1 billion) and Hong Kong residents of
$14.8 billion (2008: $13.0 bilion).
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Notes to the financial statements continued

18. Loans and advances to customers continued

The Company’s exposure to credit risk is concentrated in Singapore, Other Asia Pacific region, India and Middle East & Other S Asia. The
Company is affected by the general economic conditions in the termritories in which it operates. The Company sets limits on the exposure to
any counterparnly and crediit risk fs spread over a variety of different personal and commercial customers. The Company has ouistanding

residential mortgage loans {o Singapore residents of $8.1 billion (2008: $6.0 billion).

The following tables show loans and advances to customers by industry and by geography split:

Group
2008
Asia Pacilic
Middle
Other East Americas
Hong Asia 8 Olher UK &
Kong Singapore Korea Pacific! India S Asia Africa Europe Total

Smilllion Smillion Smillion Smillian SmilkEon Smillion Smillion Smillion Smillien
Loans to individuals
Mortgages 14,816 8,149 20,460 11,016 1,685 1,128 212 171 57,637
Other 2,971 4,957 4,951 5012 772 2,396 678 1,909 23,646
Small and medium enterprises 1,641 2,370 4,024 3,258 1,255 636 113 3 13,300
Consumer Banking 19,428 15476 29,435 19,286 3,712 4,160 1,003 2,083 94,583
Agriculture, forestry and fishing 16 81 25 351 75 150 613 630 1,941
Construction 274 49 370 350 342 788 116 234 2,523
Commerce 2,508 4,819 939 3,612 861 4,959 765 4,576 23,039
Electricity, gas and water 538 53 188 523 1l 371 239 1,395 3,338
Financing, insurance and
business services 2,319 4,150 668 4,515 543 4,036 174 5,406 21,811
Governments - 966 344 3,256 1 250 34 366 5217
Mining and quarrying 120 569 3 280 139 185 172 4,941 6,409
Manufacturing 2,586 1,061 3,369 7.794 2,485 1,857 685 5,735 25,672
Commercial real estate 1,274 2,275 997 208 360 672 4 518 7,008
Transport, storage and
communication 579 1,438 310 1,024 399 1,115 258 4,323 9,446
QOther 397 507 268 296 6 234 21 61 1,790
Wholesale Banking 10,611 15,968 7.481 22,909 5,242 14,617 3,081 28,185 108,004
Portlolio impairment provision {66) {45) {112) (203) (88) {293) {55) (12) (874)
Total loans and advances to
customers 29,973 31,399 36,804 41,992 8,866 18,484 4,029 30,256 201,803
Total loans and advances to
banks 19,453 5,085 2,780 7,232 511 1,864 300 15,707 52,932

T Other APR includes Malaysia: Total loans and advances to custorners $9,022 million; Total loans and advances to banks $390 milion.

Total loans and advances to customers include $3,511 million held at fair value through profit or loss. Total loans and advances to banks

include $2,048 million held at fair value through profit or loss.
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18. Loans and advances to customers continued

Group
2008
Asia Pacific
Middle
Qther East Americas
Hong Asia & Other UK &
Kong Singapore Korea Pacific' Inctia S Asia Africa Europe Total

Snillion Smillion $millicn $millign $milion $milion gmillion $million Smillion
Leans to individuals
Mortgages 12,977 6,044 17,120 8,786 1,447 891 171 131 47 567
Other 2,826 3,529 4,383 5,388 910 2,742 564 1,106 21,449
Small and medium enterprises 1,288 1,754 3,603 2,660 1,093 710 170 370 11,648
Consumer Banking 17,001 11,327 25406 16,835 3,450 4,343 905 1,607 80,664
Agriculture, forestry and fishing 27 65 34 193 34 106 383 562 1,404
Canstruction 142 81 . 367 424 305 823 40 143 2,325
Commerce 2,150 2,685 964 3,533 749 4,150 725 2,395 17,351
Electricity, gas and water 453 15 93 532 34 242 71 1,246 2,686
Financing, insurance and
business services 3,455 2,303 427 2,088 533 3,329 453 12,075 25,563
Governments - 366 - 3,480 - 383 26 427 4,682
Mining and quarrying - 355 26 174 104 257 194 4,710 5,820
Manufacturing 2,756 1,153 3475 7,866 2,255 1,864 598 4,892 24,859
Commercial real estate 1,353 1,265 787 1,245 332 526 10 839 6,357
Transpert, storage and
communication 470 366 356 921 121 1,218 220 2,113 5,785
Other 168 415 217 403 12 319 48 B85 1,667
Wholesale Banking 10,974 9,069 6,746 21,758 4,479 13,217 2,768 20,487 96,499
Portfolio impaimment provision {61) (47) (89) {228} {66) {84) (31) (45} {651}
Total loans and advances to
customers 28,004 20,349 31,763 38,366 7,863 17,476 3,642 31,049 178,512
Total loans and advances to ) .
banks 18,963 9,283 1,594 5,201 291 1,504 587 10,521 47,944

' Other APR Includes Malaysia: Total foans and advances ta customers $7,955 million; Total loans and advances to barks $411 million.

Total loans and advances to customers include $4,334 million held at fair value through praofit or loss. Total loans and advances to banks

include $1,363 million held at fair value through profit or loss.
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18. [ oans and advances to customers continued

Company
2008
Asia Pacific
Middle
Other East Americas
Asla 8 Cther UK &
Singapore Pacific India S Asfa Africa Europe Total
Smillion Smillion Smillion Sraillion Smillion Smillion Smiltion
Loans to individuals
Mortgages 8,149 80 1,629 1,051 33 26 10,968
Other 4,957 955 706 2,150 - 1,369 10,137
Small and medium enterprises 2,370 118 1,252 400 - 2 4,142
Consumer Banking 15,476 1,153 3,587 3,601 33 1,397 25,247
Agriculture, forestry and iishing 81 147 75 150 467 630 1,550
Construction 49 106 341 787 70 234 1,587
Commerce 4,819 360 837 4,946 135 4,576 15,673
Electricity, gas and water 53 366 26 69 44 1,395 1,953
Financing, insurance and
business services 4,150 683 507 3,954 77 5,406 14777
Governments 966 616 - 248 - - 366 2,196
Mining and quarrying 569 140 139 175 98 4,941 6,062
Manufacturing 1,061 1,493 2,409 1,360 86 5,734 12,143
Commercial real estate 2,275 1 341 672 - 518 3,807
Transport, storage and communication 1,438 as7 387 986 20 3,884 7,072
QOther 507 22 2 211 1 65 BOB
Wholesale Banking 15,968 4,291 5064 13,558 998 27,749 67,628
Portfclio impairment provision (45) (30) (87) (212) (3) (61) {438)
Jotal loans and advances to customers 31,399 5,414 8,564 16,947 1,028 29,085 92,437
_Total loans and advances to banks 5085 2473 437 1,811 1 15625 25,432

Total loans and advances to customers include $3,370 million held at fair value through profit or loss. Total loans and advances to banks

include $2,043 million held at fair value through profit or loss.
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18. Loans and advances to customers continued

Company
2008
Asla Pacific
Micdle
Cther East Americas
Asla & Other UK &
Singapore Pacific Indla S Asia Alrica Europe Total
$million Smillior Smillion Smillion Smilion $milion $million

Loans to individuals
Mortgages 5,950 77 1,403 795 33 29 8,287
Other 3,492 762 841 2,398 - 287 7.780
Small and medium enterprises 1,754 204 1,093 434 - 35 3,520
Consumer Banking 11,196 1,043 3,337 3,627 33 351 19,587
Agriculture, forestry and fishing 65 105 34 106 269 561 1,140
Construction 81 173 305 729 - 143 1,431
Commerce 2,685 534 727 3,908 i70 2376 10,490
Electricity, gas and water 156 294 34 56 12 1,246 1,657
Financing, insurance and 2,303 1,004 461 3,289 23 11,599 18,779
Governments 367 36 - 383 - 427 1,213
Mining and quarrying 357 124 104 257 B9 4,710 5,641
Manufacturing 1,153 1,190 2,175 1,452 119 4,828 10917
Commercial real estate 1,265 1 327 526 - 835 2,054
Transport, storage and commiunication 366 418 121 1,055 - 2,113 4073
Other 415 60 3 316 20 85 899
Wholesale Banking 9,072 3,839 4,291 12,167 B02 28923 59194
Portfolio impairnent provision (44) {60) (63) {57) {2) {13) {239)
Total loans and advances to customers 20,224 4,922 7,565 15,737 B33 28,261 78,542
Total loans and advances to banks 8,272 2,825 271 1,311 16 9,823 22518

Total loans and advances to custemers include $4,057 million held at fair value through profit or loss. Total loans and advances to banks

include $1,351 million held at fair value through profit or loss.
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18. Loans and advances to customers continued

Group
2009
One year Oneto Qver
or less five years five years Total
Smillion Smillion Smillicn Smillion
Loans to individuals
Mortgages 2,455 7,818 47,364 57,637
Other 14,266 7,158 2,292 23,646
Small and medium enterprises 7,110 3,054 3,136 13,300
Consumer Banking 23,831 18,030 52,722 94,583
Agricutture, forestry and fishing 1,515 a48 78 1,841
Construction 1,921 482 120 2,523
Commerce 19,981 2,919 139 23,039
Electricity, gas and water 1,056 825 1,457 3,338
Financing, insurance and business services 15,282 6,484 45 21,811
Governments 4,754 398 65 5,217
Mining and quarrying 3,296 1,531 1,582 6,409
Manufacturing 18,979 5,286 1,307 25,5672
Commercial real estate 3,325 3,523 160 7,008
Transport, storage and communication 3,665 4,312 1,469 9,446
Other 1,369 268 153 1,790
Wholesale Banking 75,143 26,376 6,575 108,094
Portiolio impairment provision {874)
201,803
2008
One year One to Over
or less five years five years Total
Smillion $millian Smillion Srnlllion
Loans te individuals
Mortgages 2,357 6,883 38,327 47,567
QOther 11,675 7,118 2,756 21,449
Small and medium enterprises 6.780 2,653 2,215 11,648
Consumer Banking 20,712 16,654 43,208 80,664
Agriculture, forestry and fishing 1,008 259 137 1,404
Construction 1,043 356 26 2,325
Commerce 15,732 1,477 142 17,351
Electricity, gas and water 1,108 345 1,233 2,686
Financing, insurance and business services 19,057 6,026 480 25,563
Governments 4,476 43 163 4,682
Mining and quarrying 3,238 1,448 1,133 5,820
Manufacturing 18,300 5,293 1,266 24,859
Commercial real estate 2,188 4,084 107 6,357
Transport, storage and communication 2,988 1,743 1,054 5,785
QOther 1,271 337 &9 1,667
Wholesale Banking 71,307 21,392 5,800 08,499
Portfolio impairment pravision {651)

178,512
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18. Loans and advances to customers continued

Company
2009
One year QOne to Over
or less fiva years five yoars Tolal
Smillion Smillian Smillion Smillion
Loans to individuals
Mortgages 349 1,013 9,606 10,968
Other 7,626 1,976 535 10,137
Small and medium enterprises 1,661 993 1,488 4,142
Consumer Banking 9,636 3,982 11,629 25,247
Agriculture, forestry and figshing 1,276 226 48 1,650
Construction 1,199 284 104 1,587
Commerce 14,111 1,504 58 15,673
Electricity, gas and water aooe 295 1,358 1,953
Financing, insurance and business services 9,954 4,815 8 14,777
Governments 1,733 398 65 2,196
" Mining and quarrying 3,120 1,377 1,565 6,062
Manufacturing 8,453 2,709 981 12,143
Commercial real estate 1,785 1,952 70 3,807
Transport, storage and communication ) 2,847 2,912 1,313 7,072
QOther 669 108 A 808
Wholesale Banking 45,447 16,580 5,601 67,628
Portfolio impairment provision (438)
92,437
2008
One year One to Over
orless five years five years Total
Smillion Smillion Smllion Smilion
Loans to individuals ‘
Martgages 277 721 7,289 8,287
Other 5,200 2,071 509 7,780
Small and medium enterprises 1,697 810 1,013 3,520
Consumer Banking 7,174 3.602 8,811 19,587
Agriculture, forestry and fishing 872 168 100 1,140
Construction 1,163 261 7 1,431
Commerce 9,901 574 15 10,490
Electricity, gas and water 357 176 1,124 1,657
Financing, insurance and busingss services 14,577 4,046 156 18,779
Governments 1,007 43 163 1,213
Mining and quarrying 3,110 1,419 1,112 5,641
Manufacturing 7.349 2,722 8486 10,917
Commercial real estate 1,176 1,734 44 2,954
Transport, storage and communication 2,128 1,062 883 4,073
QOther 722 172 5 899
Wholesale Banking 42,362 12,377 4,455 59,194
Portfolio impairment provision (239)

78542
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19. Assets leased to customers

Finance leases and instaliment credit

Group Campany
2009 2008 2009 2008
Smillion Smillion Smillion $million
Finance leases 399 468 - 2
Instalment ¢redit agreements 706 784 706 772
1,105 1,252 706 774
The above assets are included within loans and advances to customers. The cost of assets acquired duting the year for leasing to
customers under finance leases and instaiment credit agreements amounted to $228 millon (2008: $154 million) for the Group and $145
milion (2008: $144 million) for the Company.
Group Company
2008 2008 2009 2008
Smillion Smillicn Smillion Smiilllan
Minimum lease receivables under finance leases falling due:
Within one year 52 47 - 1
Later than one year and less than five years 389 354 - 1
After five years - 125 - -
441 526 - 2
Interest income relating to future periods (42) (58) - -
Present value of finance lease receivables 399 468 - 2
Of which;
Falls due within one year 35 46 - 1
Falls due later than one year and less than five years 364 321 - 1
Falls due after five years = 101 - -
QOperating lease assets
Assets leased to customers under operating leases consist of commercial aircraft which are included in property, plant and equipment in
note 26, At 31 December 2009, these assets had a net book value of $1,606 million (2008: $1,029 million) in the Group.
Group
2009 2008
Smiltion Senillion
Minimum lease receivables under operating leases falling due:
Within one year 175 111
Later than cne year and less than five years 679 451
After five years 3586 207
1,240 859

The Company had no operating lease assets in 2009 and 2008,
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20. Impairment provisions on loans and advances
Group Company
2009 2008 2009 2008
Smillion Smillion Smillion SEmlllign
At 1 January 1,981 1,809 546 385
Exchange translation differences 70 {179) 27 {39)
Acquisitions - 109 - 28
Amounts written off {1,332) {1,119) (433) {284)
Recoveries of acquisition fair values (39) (78) - -
Recoveries of amounts previously written off 191 180 53 49
Discount unwind (58) {40) {18) 3
Other 53 13 20 -
New provisions 2,613 1,796 1,175 572
Recoveries/provisions no longer required (618) (510) (211) (162}
Net charge against profit 1,995 1,286 964 410
Provisions held at 31 December 2,861 1,981 1,159 546
The following table shows impairment provisions on loans and advances by each principal category of borrowers' business or industry:
Group Company
2009 2008 2009 2008
Smillion Smillicn Emillion $milion
Loans to individuals
Mortgages 107 88 3z 13
Cther 201 191 55 66
Small and medium enterprises 230 263 39 21
Consumer Banking 538 542 126 100
Agriculture, forestry and fishing 59 39 23 12
Construction 36 18 K3 1
Commerce 425 134 193 45
Efectricity, gas and water 7 28 5 13
Financing, insurance and business services 130 31 124 25
Mining and quamying 6 - - -
Manufacturing 590 458 1583 106
Commercial real estate 13 2 (1) -
Transport, storage and communication 24 24 6 2
Other 25 12 6 —
Wholesale Banking 1,315 765 540 204
Individuat impairment provision against loans and advances to customers
{nate 18) 1,853 1,307 666 304
individual impairment provision against loans and advances ta banks (note 17) 132 17 54 2
Partfalio impairment pravision {note 18, 17) 876 657 439 240
Total impairment provisions on loans and advances 2,861 1,981 1,159 546

76




Standard Chartered Bank

Notes to the financial statements continued

20. Impairment Provisions on Loans and Advances continued

The following table reconciles the charge for impairment provisions on loans and advances to the total impairment charge and other credit

commitments:
Group ]
2009 2008
Smillicn Fmilllan
Net charge against profit on loans and advances:
Individual impairment charge 1,799 1,168
Portiolio impairment charge 196 118
1,995 1,286
{Releasesy/provisions related to credit commitments {2) 27
Impaimment charges relating to debt securities classified as loans 7 8
Total impairment charge and other credit risk provisions 2,000 1,321
Company
2009 2008
Smiltion Srilllon
Net charge against profit on loans and advances:
Individual impairment charge 782 325
Portfolio impairment charge 182 85
964 410
Provisions related to credit commitments 98 . -
Impairment charges relating to debt securities classified as loans 7 8
Total impairment charge and cther credit risk provisions 1,069 418
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21,  Non-performing Loans and Advances

Problem credit management and provisioning
Consumer Banking

In Consumer Banking, where there are large numbars of small value loans, a primary indicator of potential impairment is delinquency.
Howsver, not al! delinquent loans (particularly those In tha early stage of delinquency) will be impaired. Within Consumer Banking an account
is considered to be delinquent whan payment is not recaived an the due date. For delinquency reporting purposes we follow industry
standards, measuring delinquency as of 1, 30, 60, 90, 120 and 150 days past due. Accounts that are overdus by more than 30 days are
more closely monitored and subject to specific collections processes.

Provisioning within Consumer Banking reflects the fact that the product portfolios (excluding medium enterprises among SME customers
and Private Banking customers} consist of a large number of comparatively small exposures. As a result, much of the provisioning is initially
done at an account level for each praduct and a portfolio impairment provision (‘PIP") is raised on a portfolio basis. PIP is set using
expected loss rates, based on past experience supplemented by an assessment of specific factors affecting the relevant portfolio, These
include an assessment of the impact of economic conditions, regulatory changes and portfolio characteristics such as delinquency trends
and early alert trends. The PIP methodology provides for accounts for which an individual impairment provision has not been raised.

For the main unsecured preducts and loans secured by automobiles, the entire outstanding amount is generally written off at 150 days past
due. Unsecured congumer finance loans are similarly written off at 90 days past due. For secured loans (other than those secured by
automobiles) individual impairment pravisions {'lIP') are generally raised at either 150 days (mortgages) or 90 days {other) past due.

The provisions are based on the estimated present values of future cashflows, in particular those resulting from the realisation of security.
Following such realisation any remaining loan will be written off. The days past due used to write off and trigger IIP are broadly driven by
past experience, which shows that once an account reaches the relevant number of days past dus, the probability or recovery (other than
by realising security where appropriate) is low. For all products thers are certain situations where the individual impairment provisioning or
write off process is accelerated, such as in cases involving bankruptcy, fraud and death. Write off and [IP is accelerated for all restructured
accounts to 90 days past due {unsecured and automobile finance) and 120 days past due (secured) respectively.

The procedures for managing prablem credits for Private Banking and the medium enterprises in the SME segment of Consumer Banking
are similar to thoge adopted in Wholesale Banking.

Non-performing loans are defined as loans past due by more than 90 days or that are otherwise individually impaired. Consumer Banking
has seen significant improvements in the lavel of non performing loans in Taiwan and Korea due to de-risking actions taken and
improvements in collections processes. These have been offset to some extent by increases in India and UAE

The cover ratio is a common metric used in considering trends in provisioning and nan-performing loans. It shauld be noted, however, that,
as explained above, a significant proportion of the PIP is intended to reflect losses inherent in the loan portiolio that is less than 90 days
delinguent and hence recorded as performing. This metric needs to be considered in conjunction with other credit risk and collateral
information including that contained in Note 50 to the financial statements.

Wholesale Banking

Loans are classified as impaired and considered non-performing where analysis and review indicates that full payment of either interest or
principal is questionable, or as socn as payment of interest or principal is 90 days overdue. Impaired accounts are managed by our
specialist recovery unit, Group Special Assets Managemant {GSAM), which is separate from our main businesses. Where any amount is
considered irecoverable, an individual impairment provision is raised. This provision is the difierence between the loan carmying amount and
the present value of estimated future cash flows.

The individual circumstances of each customer are taken into account when GSAM estimates future cash flow. Al available sources, such
as cash flow arising from operations, seling assets or subsidiaries, realising collaleral or payments under guarantess, are considered. In any
decision relating to the raising of provisions, we attempt to balance econamic canditions, local knowledge and experlence, and the results
of independent asset reviews.

Where it is considered that there is no realistic prospect of recovering a portion of an exposure against which an impairment provision has
been raised, that amount will be written off.

In Wholesale Banking, this is set with reference to historic loss rates and subjective factors such as the economic environment and the
trends in key portfolio indicators. The PIP methodology provides for accounts which are identified as delinquent but for whish an individual
impairment provision has not been raised.

Gross non performing loans in Wholesale Banking have increased by $1.1 billion singe 2008, and this is driven by a small number of
individually significant accounts, the largest of which are two ciosely linked customers in Saudi Arabia, included within the MESA region.

The cover ratio reflects the extent to which gross non-performing loans are covered by individual and portfolio impairmerit provisions. The
cover ratio has increased from 61 per cent as at 31 December 2008 {0 65 per cent as at 31 December 2009. It continues to be impacted
by downgrades of accounts in which recovery of principal is expected and so a low level of provision has been raised, in accordance with
IAS 39. The balance uncovered by individual impairment provisions represents the value of collateral held and/or our estimate of the net
outcome of any workout strategy.
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21.  Non-Performing Loans and Advances

Gonsumer Banking
The foliowing tables set out the total non-performing loans for Consumer Banking:

Group
2009
Asla Pacific
Middle
Other East Americas
Heng Asla & Other UK &
Kang Singapora Korea Pacific! India S Asia Africa Europe Total
Smillion Smillion Smillion Smillion Smillion Smillion Smillion Smillion Smillion
Loans and acdvances
Gross non-performing 80 47 190 482 65 263 28 97 1,252
Individual impairment provision (64) (20) (63) (212) (17) (91) {10) (61) {538)
Nen-performing loans net of individual
impaimment provision 16 27 127 270 48 172 18 36 714
Portfolio impairment provision {519)
Net non-performing loans and advances 195
Cover ratio 84%

1 Other APR includes Malaysia: Gross non-performing $166 million; Individual impairment pravision ${47) million;

individual impaimoent provision §119 million.

Non-performing loans and advances, net of

2008
Asia Pacific
Middle
Cther East Americas
Hong Asia & Other UK &
Kong Singapore Korea Padific’ India S Asia Africa Europe Total
Bmillion Smilion Smillion Smillion Smilllan Smlllign Smillion Smilllon Fmillion
Loans and advances
Gross non-performing a5 65 287 601 49 170 35 95 1,387
Individual impairment provision (39) (ig) (76) (291) (10) (71) (12) (26} (643)
Non-performing loans net of individual
impairment provision 46 a7 211 310 39 99 23 69 844
Portfolio impairment provision {449)
Net non-performing loans and advances 385
Cover ratio 799,

! Other APR includes Malaysia: Gross nor-performing $164 million; Individual impairment provision $41) milion;

individual impairment provision $123 million.
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Notes to the financial statements continued

21.  Non-Performing Loans and Advances continued

Company

Censumer Banking

2009
Asia Pacific
Middle

Other Egst Americas

Asia & Other UK &
Singapore Pacific Indla S Asla Africa Eurape Tolat
Smillian Smillion Smillign Smiftion Smillion Smillion Smillion

Loans and advances
Gross non-performing 47 22 64 148 7 20 308
Individual impaiment provision {20} (3 (17 {61) (4) {21) {126)
Non-performing loans net of individual impairment provision 27 19 47 87 3 {1} 182
Portfolio impairment provision {213)
Net non-performing leans and advances (31)
Cover ratio 110%
2008
Agia Pacific
Middle

Other East Amencas

Asia & Other UK&
Singapore Pacific India S Asla Africa Europe Total
Smillion Smillion $milllon Smillion Smilion Smillion Smikion

Loans and advances

Gross non-performing 65 20 48 67 5 H 236
Individual impaimment provision (18) 3 (i0) (47) 2) (20) (100)
Non-perfarming loans net of individual impairment provision 47 17 38 20 3 11 136
Partfclio impairment provision (132)
Net non-performing loans and advances 4
Cover ratio 98%
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Notes to the financial statements continued

21.  Non-Performing Loans and Advances continued

Wholesale Banking

The following table sets out the total non-performing portfolio in Wholgsale Banking:

Group
2009
Asia Pacific
Middls
Qther East Americas
Hong Asia & Other UK &
Kong Singapore Korea Pacific! India § Asia Africa Europe Total
Smillion Smillion Smillion Smillion Smillion Smillion Smillion Smillion Smitlion
Loans and advances
Gross non-performing 207 10 352 780 207 855 160 189 2,760
Individual impairment provision (117) (7) {204) (408) (74) (469) (53) (115)  (1,447)
Non-performing loans net of individual
impairment provision 90 3 148 372 133 386 107 74 1,313
Portfolic impairment provision (357)
Net non-performing loans and advances 956
Cover ratio 65%
'Cther APR includes Malaysia: Gross non-performing $37 millon; Indivicual impairment pravision ${18) million; Non-performing loans and advances, net of
individual impairment provision $19 milion.
2008
Asla Pacific
Other Midcle East Americas
Hong Asia & Cther UK &
Kong Singapore Korea Padific! India S Asla Africa Europe Total
$milion Srnillion Srnillion Srnillion Smilion Smilian Fmilion Smilian $milion
Loans and advances
Gross non-performing 201 3 193 533 61 241 80 308 1,620
Individual impairment orovision {125) (2) (78) {314) {34) {99) (42) (87} {781)
Non-perferming loans net of individual
impairment provision 76 1 115 219 27 142 38 221 839
Portlolio impairment provision (208)
Net non-performing loans and advances 631
Cover ratio 61%
0Other APR includes Malaysia: Gross non-performing $16 million; Individual impairment provision ${16) millien; Non-performing loans and advances, net of

individual impairment provision $nil million.
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Notes to the financial statements continued

21.  Non-Performing Loans and Advances continued

Company
Wholesale Banking
2009
Asia Pacific
Middle
Qther East  Americas
Asia & Other UK &
Singapore Pacific India $ Asia Eurcpe Total
Smillign Smillign Smiltion Smillipn Smillion Smillion
Loans and advances
Gross non-performing 10 249 207 687 187 1,340
Individual impairment provision 7 (144) 74) {254) (115) (584)
Non-performing loans net of individual impairment provision 3 105 133 433 72 746
Portfolio impairment provision (226)
Net non-performing loans and advances 520
Cover ratio 51%
2008
Asia Pacific
Middle
Other East Amencas
Asla & Other UK &
Singapore Pacific India 5 Asla Europe Total
Smillion Smillion Smillion Smillion Smillion $million
Loans and advances
Gross non-performing 3 189 61 104 268 645
Individual impairment provision 2 (66) (34) (27) (77) {208)
Non-performing loans net of individual impairment provision 1 123 27 I 211 439
Poritolio impairment provision {107)
Net non-performing loans and advances 332

Cover ratio

49%
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21.  Non-Performing Loans and Advances continued

Individually impaired loans and advances

Group
2009 2008
Wholesale Wholesale Wholesale Wholesale
Banking - Banking - Banking — Banking -
Consumer Loans to Loans to Consumer Loans to Loans to
Barniking Custamers Banks Total Banking Customers Banks Total
Smillion Smillion Smillign Smillian S$million $million Smlllion Smillion
Individual impaired loans 1,030 2,474 286 3,790 1,062 1,576 as 2,673
Individual impairment provisions (538) {1,315) {132) {1,985) (543) (764) {17} {1,324)
Net impaired loans 492 1,159 154 1,805 519 g8i2 i8 1,348
Estirnated fair value of collateral held 601 557 = 1,158 631 205 — 836
Company
2009 2008
Wholesale Wholesale Whaolesale Wholesale
Banking - Banking — Banking -~ Banking -
Consumer Loans to Loans to Consumer Leans to Loans to
Banking Customers Banks Total Banking Customers Bank— Tolal
Smillion Smillion Smiltion Smillion Smillion Smillian S$milian $milion
Individual impaired loans 219 1,237 103 1,558 148 645 - 793
Individual impairment provisions {126) (540) {54) {720) (100} (208) - (306}
Net impaired loang 93 697 49 839 48 439 - 487
Estimated fair value of collateral he'd 119 93 - 212 99 14 — 113

Collateral held as security against impaired loans primarily relates to property and equipment. Where the fair value of colfateral held exceeds
the outstanding loan, any excess is paid back to the customers and is not available for ofiset against other kang.
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Notes to the financial statements continued

22. Investment securities

Group
2009
Debt securities
Held-to- Available- Loans and Equity Treasury
maturity far-sale recelvables! shares bills Tolal
Smillion Smillion Smillion Smitlion Smillion Smillion
Issued by public bodies:
Govemment securities 31 16,825 392
Other public sector securities - 1,530 18
31 18,365 410
Issued by banks:
Certificates of deposit - 5,875 1,795
Other debt securities ~ 17,445 1,852
- 23,320 3,647
Issued by corporate entities and other issuers:
Qther debt securities = 6,758 2,600
Total debt securities A 48,433 6,657
Of which:
Listed on a recognised UK exchange - 5,180 - 105 - 5,285
Listed elsewhere 29 17,451 1,287 289 5,241 24,297
Unlisted 2 25,802 5,370 1,265 13,717 46,146
3 48,433 6,657 1,649 18,958 75,728
Market value of listed securities 29 22,631 1,270 394 5,241 29,565
Investment securities sold subject to sale
and repurchase transactions — 618 — 72 547 1,237
! Includes debt securitiss of $850 million which are listed or registered on a recognised UK exchange or elsewhera but the markets remain illiquid.
2008
Debt securilies
Helg-to- Avallable- Loans and Equity Treasury
maturity for-sale recelvables' shares bills Total
Smillion Smillion $millan Smillign Smillon $million
Issued by public bodies:
Government securities a7 17,849 389
Other public sector securities - 1,864 -
37 19,713 389
Issued by banks:
Certificates of deposit - 6,771 1,969
Other debt securities - 13,597 735
- 20,368 2,704
Issued by corporate entities and other
issirerg:
Other debt securities - 3,462 4,363
Total debt securities 37 43,543 7.456
Of which:
Listed on a recognised UK exchange - 4,096 1,217 35 - 5,348
Listed elsewhere 35 15,479 2,750 586 5711 24,561
Unlisted 2 23,968 3.489 972 11,002 39,433
37 43,543 7,456 1,593 16,713 59,342
Market value of listed securities 35 19,575 3,903 621 5711 29,845
Investment securities sold subject to sale
.and repurchase transactions — 1,855 — — 1,455 3,310

¥ Includes debt securities of $972 million which are listed or registered on a recognised UK exchangs or elsewhera but the markets remain fliquid.

Equity shares largely comprise investments in corporates.
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22, Investment securities continued

Company
2009
Dabt securities
Held-to- Avallable- Loans and Equity Treasury
maturity for-sale raceivables' shares bills Total
Smillion Smillian Smillion Smillion Smillion Smillion
Issued by public bodies:
Govemnment securities - 8,714 392
Other public sector securities - 1,104 18
- 9,818 410
lssued by banks:
Certificates of deposit - 3,640 -
Other debt securities - 7.377 1,602
- 11,017 1,602
Issued by corporate entities and other
issuers:
Qiher debt securities - 2,891 1,859
Total debt securities - 23,726 3,871
Of which:
Listed on a recognised UK exchange - 4,197 - 9 - 4,206
Listed elsewhere - 10,077 1,282 43 5 11,407
Unlisted - 9,452 2,589 86 3,663 15,790
— 23,726 3,871 138 3,668 31,403
Market value of listed securities - 14,274 1,264 52 5 15,595
Investment securities sold subject to sale
and repurchase transaction - 557 - — - 557
1Includes debt securities of $850 million which are listed or registered on a recognised UK exchange or elsewhere bul the markets remair illiquid.
2008
Debi securilles
Held-to- Avallable- Loans and Equity Treasury
maturity for-sale receivables’ shares bills Total
$million $million Smitlion Smillion Smilllon $milion
Issued by public bodies:
Government securities - 10,663 389
Other public sector securities - 1,222 -
- 11,885 389
Issued by banks:
Certificates of deposit - 4,215 B
Qther debt securities - 5,332 586
- 9,547 586
lssued by corporate entities and
other issuers:
Qther debt securities - 1,806 3,760
Tota! debt securities - 23,238 4,735
Of which:
Listed on a recognised UK exchange - 3,251 1,217 2 - 4,470
Listed elsewhere - 9,724 2,750 57 19 12,550
Unlisted - 10,263 768 67 4,123 15,221
- 23,238 4,735 126 4,142 32.241
Market value of listed securities — 12,975 3,903 59 9 16,956
Investment securities sold subject to sale
and repurchase transaction - 1,632 - — 288 1,820

' Includes debt securities of $972 million which are listed or registered on a recognised UK exchange or elsewhere but the markets remain illiquid.

Equity shares largely comprise investments in corporates.
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22. Investment securities continued

The change in the carrying amount of investment securities comprised:

Group
2003 2008
Debt Equity Treasury Debt Equity Traasury
securities shares bills Total securities shares hills Tolal
Smillion Smillion Smillian Smillion Smillion $miltion Smillion Smilion

At 1 January 51,038 1,593 16,713 69,342 40,917 2,690 11,667 56,274
Exchange translation differences 1,635 20 538 2,194 (3,318) (97) 2,171) (5,586)
Acquisitions - 1 - 1 2,572 4 382 2,958
Additions 86,712 369 42,658 129,739 71,073 933 37932 109,938
Reclassifications’ - - - - 5,237 (69) 43 5,211
Disposal on sale of business - - - - - (9 - 9
Maturities and disposals (84,857) (807) (41,014) ([126,678) (65,426) (854) (31,476} (87,756)
Impairment, net of recoveries on
disposals (81} 8 - (73) (109) (315) 1) {425)
Changes in fair value (including the
effect of fair value hedging) 29 465 (53) 441 (106) (687) 140 {653)
Amortisation of discounts and premiums 547 - 115 762 196 {3) 197 390
At 31 December : 55,121 1,649 18,958 75,728 51,036 1,593 16,713 69,342

'In 2008, reclassilications for equity shares relates to a security held by the Group’s private equity business which became eligible to be designated at fair value
through profit or loss as permitted by IAS 28, The remainder of the reclassifications are in respect of securities reclassified as disclosed in note 14

In 2008, the Group took advantage of the Term Auction Facility (TAF) introduced by the Federal Reserve Bank of New York, by borrowing
$2,850 million. Under the TAF, no single security was earmarked as collateral for the borrowing. The value of securities that was considered
1o be encumbered in relation to this borrowing was $3,197 million and the borrowing is included as a sale and repurchase transaction within
customer accounts.

At 31 December 2009, unamortised premiums on debt securities held for investment purposes amounted to $869 million (2008 $271
million} and unamortised discounts amounted to $725 million {2008: $743 million).

Income from listed equity shares amounted to $12 million {2008: $20 million) and income from unlisted equity shares amounted to $97
million (2008: $183 million).

Company
2009 2008
Debt Equity Treasury Debt Equity Treasury
securilies shares bills Total securities shares biflks Total
Smillion Smillion Smillion Smillion Smillion Smillion Smillion Smillion

At 1 January 27,973 126 4,142 32,241 25,355 462 2,612 28,429
Exchange translation differences 661 1 97 . 759 {861) {3 {407) (1,271)
Acquisitions - - - - 1,052 1 - 1,053
Additions 28,185 127 13,350 41,662 38,809 44 9,450 48,303
Reclassifications’ - - - - 4,596 - - 4,506
Maturities and disposals (29,588) (134) (13,985) (43,707) (40,503) (310) (7,663) (48,476)
Impairment, net of recoveries on :
disposals (81} (10) - (91) (109) (40) - {149)
Transferred to held for sale - - - - (13) - - {13)
Changes in fair value (including the :
eifact of fair value hedging) (39) 28 (3) (14} (218} (28} 9 (237)
Amortisation of discounts and premiums 486 - 67 553 (135} - 141 B
At 31 December 27,597 138 3,668 31,403 27,973 126 4,142 32.241

'In 2008, reclassifications are in respect of securities reclassified as disclosed in note 14

In 2008, the Company has taken advantage of the Term Auction Facility (TAF) introduced by the Federal Reserve Bank of New York, by
borrowing $2,850 million. Under the TAF, no single security is earmarked as collateral for the borrowing. The value of securities that is
considered to be encumbered in relation to this borrowing is $3,167 millon and the bormowing is included as a sale and reputchase
transaction within customer accounts.

At 31 December 2009, unamortised premiums on debt securities held for Investment purposes amounted to $579 million (2008 $207
milfon} and unamortised discounts amounted to $514 milion (2008; $503 million),

Inceme from listed equity shares amounted to $5 million (2008: $5 million) and income from unlisted equity shares amounted to $1 million
(2008: $1 million).
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22.  Investment securities continued

The change in impaimment provisions is as follows:

Group
2008 2008
Debt Equity Treasury Debt Equity Treasury
securitfes shares bills Total securifies shares bills Tolal
Slllion Smillion Smillion Smillion Smiflicn Smilllon Smillion Smilllion
At 1 January 158 31 1 470 54 22 2 78
Exchange translation differences 1 1 - 2 4 - @ (6)
Amounts written off (49) (68) 1} {118) (1) {26) - (27)
Impairment, net of recoveries on
disposals ! 8i (8) - 73 109 3i5 1 425
At 31 December 191 236 - 427 158 311 1 470

Vimpairment charga includes recoveries of impalrment on disposal of equity investment of $57 million {2008: $nil million). Of the new provisions raised of $124
million {2QC8: $425 million), $7 million (2008: $8 milion) refates to debt securities measured es loans and receivables and is included with impairment losses on
loans and advances and other credit provisions, with the balance reported within ' Other Impairment'.

Company
2009 2008
Debt Equity Treasury Debt Equity Treasury
securities shares bills Total securities shares bills Tolal
Smillion Smillion Smillion Smillion Smillian Smilllion Smillion Smillion
At 1 January 153 1 - 194 47 1 - 48
Exchanga translation differences 2 i - 1 @ - - (3
Amounts written off {49) (65) - {114) - - - -
Impaiment, net of recoveries on
disposals ® 81 10 - N 109 40 - 149
At 31 December 187 (15) - 172 153 41 — 194

2mpairment charge indudes recoveries of impairment on disposal of equity investment of $57 million {2008: $nil milion). Of the new provisions raised of $148
million {2008: 143 million), $7 million (2008: $8 million) relates to debt securities measured as loans and receivables and is included with impaiment losses on
loans and advances and other credit provisiens, with the balancae reporied within 'Other Impairment'.
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23. Investments in subsidiary undertakings, joint ventures and associates

Investment in subsidiary undertakings

2009 2008

Srnillion Emillion
At 1 January 16,790 16,597
Additions 1,577 1,905
Redemption of capital (565) {1,425)
Disposals’ - (287)
Impairment {4486) =
At 31 December 17,356 16,790

'in 2008, the Company sold 34 per cent of its stake in Standard Chartered Bank {Hong Kong) Limited to Standard Chartered Holding Limited, a subsidiary of
Standard Chartered PLC.

At 31 December 2008, the principal subsidiary undertakings, al directly and indirectly beld and principally engaged in the busingss of
banking and provision of other financial services, were as follows:

Group interest

in ordinary

shara capital

Country and place of Incorparalion or registration Main areas of eparation Y
Standard Chartered First Bank Korea Limited, Korea Korea 100
Standard Chartered Bank Malaysia Berhad, Malaysia Malaysia 100
Standard Chartered Bank (Pakistan) Limited, Pakistan Pakistan 98,99
Standard Chartered Bank (Taiwan) Limited, Taiwan Taiwan 100
Standard Chartered Bank {Hong Kong) Limited, Hong Kong Hong Kong 66
Standard Chartered Bank (China) Limited, China China 100
Standard Chartered Bank (Thai) Public Company Limited, Thailand Thailand 99.99
Standard Chartered Bank Nigeria Limited Nigeria 100
Standard Chartered Bank Kenya Limited Kenya 743
Standard Chartered Private Equity Limited, Hong Kong Hong Kong 100

Details of all Group companies will be filed with the next annual return of the Company.

Joint ventures

The Group and Company have a 44.51 per cent interest through a joint venture company which holds a majority investment in PT Bank
Permata Tbk {Permata), in Indonesia. The Group and Company have a 74.9 per cent interest in Standard Charterad STC| Capital Markets
(STCI), STCl is a retail brokerage and its main operations are in India. Although the Group’s investment in STC is greater than 50 per cent of
the share capital, the Group contractually shares control of the strategic financial and operating policies of STCI and accordingly it is
accounted for a joint venture.

The Group proportionately consolidates its share of the assets, liabilities, income and expense of these joint ventures on a line by ling basis.
Contingent liabilities set out in note 45, include $102 million (2008: $59 million) relating to these joint venture arrangements. These mainly
comprise banking guarantees and irevocable letters of credit. There are no capital cormmitments related to the Group's investments in
these joint ventures. Related party transactions are disclosed in note 55.

The following amounts have been included in the consolidated accounts of the Group:

2009 2008

Smillign $million
Current assets ' 1,004 863
Long-term assets 1,759 1,467
Total assets 2,853 2,330
Current liabilities (2,183 (1,722)
Long-term liabilities {151) (233)
Total liabilities {(2,334) (1,955)
Net assels 519 375
Income 168 159
Expenses ' (113) {111)
Impairment {20) (5]
Operating profit ‘ 35 42
Tax ' (13) (18
Share of post tax result from joint venture 22 28

Long-term assets are primarily loans to customers and current liabilities are primarily customer deposits based on contractual maturities.
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23. Investments in subsidiary undertakings, joint ventures and associates continued

The Company accounts for its joint venture investments at cost

2000 2008
Smillicn Srnillion
At 1 January 297 297
Additions - =
At 31 December 297 297
Interests in associates
The Group and the Company accounts for its investments in associated at cost
Group Company
2009 2008 2000 2008
Smillion $milign Smillion $million
At 1 January 511 269 70 120
Translation {2) - - -
Additions 41 306 2 (%)
Dividends an (13 - -
Disposals (6) ' - - -
Less: Transfer to subsidiary - (5) - -
Less: Impairment (19 (46) ~ (19} (46)
At 31 December 514 511 53 70
The following amounts represent the total profit, assets and lfabilities of the Group's associated undertakings.
Graup Company
2009 2008 2009 2008
$million Smillion Smillion Smilion
Profit for the year 163 25 (5) (8)
Total assets 25,324 14,589 70 81
Total liabilities (23,954) (13,319 (31) (33)
Net assets 1,370 1,270 39 48

The group principle associates are:

Group interest

in ordinary

share capital

Associate Main areas of operation %
China Bohal Bank China 19.8
Flerning Family & Partners Asia 20,0
MCashbagk Limited UK 30.0
Merchant Solutions Limited Hong Kong 44.0
Asia Commercial Bank Vietnam 15.0

The fair value of the investment in Asia Commercial Bank (*ACB" at 31 December 2008 is $236 million (2008: $211 million). The
investments in ACB and China Bohai Bank are less than 20 per cent but both ACB and China Bohai Bank are considered to be associates

. because of the significant influsnce the Group is able to exercise over the management of these companies and their financial and operating
policies. Significant influence is evidenced largely through the inter-change of management personnel and the provision of expertise. The
reporting dates of these assoclates are within three months of the Group's reporting date.
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24, Business Combinations
2009 acquisitions

Group

On 30 January 2008, the Group acquired 100 per cent of the share capital of Cazenove Asia Limited (subsequently renamed Standard
Chartered Securities (Hong Kong) Limited), a leading Asfan equity capital markets, corporate finance and institutional brokerage business.

On 30 June 2009, the Group acquired the remaining 75 per cent minority interest in First Africa, for a consideration of $13 million. Goodwill
of $5 million was recognised and $5 million of customer relationship intangibles identified.

During 2008 the Group acquired a further 2 per cent interest in its subsidiary in Ghana for an additional $8 million generating goodwill of $6
million,

At 31 December 2009, under the requirements of IFRS 3 ‘Business Combinations', the Group was deemed to have paid contingent
consideration of $41 million in respect of its 2005 acquisition of Korea First Bank (subsequenitly renamexd SC First Bank), and consequently
additional goodwill of $41 million has been recognised.

If the acquisitions had occurred on 1 January 2009 the operating income of the Group would have been approximately $15,214 million and
profit before taxation would have been approximately $5,162 million.

The assets and liabilities arising from the acquisition of Cazenove Asia were as follows:

Acquiree's
Fair value camying amount
Smillion Smiltion
Loans and advances to banks . 34 ) 34
Investment securities 1 1
Intangibles other than goodwill ) 9 -
Property, plant and equipment 7 : 1 1
Other assets 45 45
Total assets 90 81
QOther liabilities 39 38
Agcruals and deferred income 7 7
Retirement benefit obligations 2 2
Total liabilities 48. 48
Net assets acguired - 42 33
Purchase consideration settled in cash 73
Cash and cash equivalentis in subsidiary acquired _ 31
Cash outflow on acquisition {42)
Purchase consideration :
- Cash paid . 73
Tota! purchase consideration ' 73
Less : Fair value of net assets acguired (42)
Goodwill 31
Intangible assets acquired:
Customer relationships 9
Total 9
Contribution from acquisition to 31 December 2009:
Operating income 39
Loss before taxation {3)

Goodwill arising on the acquisitions is attributable to the synergies expected to arise from their integration with the Group and to those
intangibles which are not recognised separately, such as the acquired workforce.

Company

On 31 May 2008, the Company acquired business from its subsidiary American Express Bank {Germany) for a consideration of $218 million
and recognised goodwill of $15 milion.
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24, Business Combinations continued

2008 acquisitions

Group

On 25 February 2008, the Group acquired 100 per cent of the share capital of Yeahreum Mutual Savings Bank (Yeahreum), a Korean
banking company. On 28 February 2008, the Group acquired 100 per cent of the share capital of American Express Bank Limited (AEB), a
financial services company. The Group also entered into a put and call option agreement with American Exprass Company, exercisable 18
months from the acquisition of AEB, to purchase 100 per cent of American Express International Deposit Corporation at a purchase price
equivalent to its net asset value at the time of exercise. On 27 December 2008, the Group acquired the ‘good bank’ portion of Asia Trust

and Investment Corporation, a Taiwanese banking company.

[ the acquisitions had occurred on 1 January 2008, the operating incomne of the Group would have been approximately $15,131 million and

profit before taxation would have been approximately $5,578 million.

During 2008, the Group acquired the remaining 20 per cent minority of A Brain Co. Limited for a consideration of $8 million, generating

additional goodwill of $5 million.

The assets and liabilities arising from the acquisitions are as follows:

! Cash and balances at central banks include amounts subject to regulatory restrictions.

AEB Other acquisitions
Acquiree's Acquires's
Falr value carrying amount Fair value carrying amount
$million Smilllon Smillion Smilion
Cash and balances at central banks! 1,041 1,041 131 13
Derivative financial insiruments 511 511 - -
Loans and advances to banks 7,142 7,143 639 667
Loans and advances to customers 4,781 4,783 233 233
Investment securities 2,864 2,883 87 88
Intangibles other than goodwill BB 4 - -
Property, plant and equipment 27 34 30 23
Deferred tax assets 10 - 4 -
QOther assets 527 544 21 23
Total assets 16,991 16,943 1,145 1,165
Derivative financial instruments 514 514 - -
Deposits by banks 5512 5,519 - -
Customer accounts B,392 B,392 1,192 1,192
Other liabilities 1,848 1,829 47 43
Provisions for liabilities and charges 55 - - -
Retirement benefit obligations 46 46 - -
Subordinated fiabilities and other borrowed funds 180 190 - -
Total liabilities 16,564 16,480 1,239 1,235
Net assets acquired . 427 453 {94) (70}
Purchase consideration settled in cash (823) {161}
Cash and cash equivalents in subsidiary acquired 6,700 551
Cash inflow on acquisition 5,677 390
Purchase consideration:
- Cash paid 798 160
— Direct costs relating to the acquisition 25 1
Total purchase consideration B23 | 161
Less: Fair value of net assets (liabilities) acquired (assumed) 427 {94)
Goodwill 396 255
Intangible assets acquired;
Customer relationships B4 -
Capitalised software 4 -
Total B8 -
Contribution from acquisition to 31 December 2008:
Operating income 552 1
Loss before taxation (124) {9)

Goodwill arising on the acquisition of AEB is attributable to the significant synergies expected to arise from their development within the
Group and to those intangibles which are not recognised separately, such as the distribution network and acquired workforce, Goodwil
arising on other acguisitions is attributable to those intangibles which are not recognised separately, such as the distribution network.
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25,  Goodwill and intangible assets

Group
2009 2008
Acquired Acquired
Goodwill intengibles Software Total Goodwill intangibies Software Total
Smillicn Smillion Smillion $million $million Smillion $milion Smillion

Cost
At 1 January 5,467 866 595 6,928 5,785 853 533 7,171
Exchange translation differences 188 14 21 223 (752) {75) (24) (851)
Acquisitions 83 14 - 97 712 a8 - - 800
Additions - - 173 173 - - 163 163
Disposals - (144) {2) (148) {278) - (G (282)
Amounts written off - - {136} {136) - — (73) {73)
At 31 December 5,738 750 651 7,139 5,467 BE6 595 6,928
Provision for amortisation .
At 1 January - 309 265 574 - 225 261 486
Exchange translation differences - 12 9 21 - (an) (17) {64)
Amortisation for the period - a7 139 228 - 121 94 215
Amounts written off - - {133) (133) - - {73 {73)
At 31 December - 408 280 688 — 309 265 574
Net book value 5,738 342 371 8,451 5,467 557 330 6,354

At 1 January 2008, the net book valus was: goodwill, $5,785 milion; acquired intangibles, $628million; and software, $272 million.

At 31 December 2009, accumulated goodwil impaimment losses incurred from 1 January 2005 amounted to $89 million (2008: $639 milion).

Company
2008 2008
Acquired Acquired
Goadwill intangibles Software Tatal Goadwil intangibles Software Tolat
Smillion . Smillien Smilion Smillion gmilion gmillign $milign Smillian

Cost
At 1 January 229 89 428 746 95 - 340 435
Exchange translation differences 1 2 12 15 @ n (3) ()]
Acquisitions 15 14 - 29 217 9 - 228
Additions - - 152 152 - . - 128 128
Disposals - - - - - - - -
Amounts written off - - (114) {114) - - (50) (50)
Other movements’ - - - - {81} 81 13 13
At 31 December 245 105 478 628 229 89 428 746
Provision for amortisation
At 1 January - 1 135 136 - - 116 116
Exchange translation differences - 1 4 5 - - 6] (3
Amortisation for the period - 32 112 144 - 1 72 73
Amounts written off - - (87) (87) — - {50) {50)
At 31 December - 34 164 198 — 1 135 136
Net book valug . 245 71 314 630 229 88 293 610

' In 2008, goodwil on acquisition of AEB included $81 milion of acguired intangible, now reclassified and included within acquired intangibles.

At 1 January 2008, the net book value was: goodwill, $85 milion; acquired intangibles, $nil milion; and software, $224 million.
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Notes to the financial statements continued

25. CGoodwill and intangible assets continued

At 31 December 2008, accumulated goodwill impairment losses incurred from 1 January 2005 amounted to $69 million {2008: $69 million).

Group Company
2009 2008 2009 2008
Smillion Smillion $million Smillion
. Acquired intangiizles comprise:

Core deposits 51 68 - -
Customer relationships 117 146 sl a8
Brand names 168 336 - -
Licences 6 7 - -
Net baok value 342 557 71 88

Group

Acquired intangibles primarily comprise those recognised as part of the acquisitions of SC First Bank {SCFB), Permata, Union Bank {now
amalgamated into Standard Chartered Bank (Pakistan), Hsinchu (now amalgamated into Standard Chartered Bank (Taiwan), Pembroke,
Harrison Lovegrove and AEB. The acquired intangibles are amortised over periods from four years to a maximum of 16 years in the case of
the customer relationships intangible acquired in SCFB,

Significant items of goodwill arising on acguisitions have been zllocated to the following cash generating units for the purposes of
impairment testing;

Goodwill

2008 2008

Acquisition Cash Generaling Unit Smillion Smillion
SCFB, A Brain and Yeahreum Korean business 1,700 1,634
Union Bank Pakistan business 312 a3z
Hsinchu and Asia Trust Taiwan business 1,220 1,192
Manhattan Card Business Credit card and personal loan — Asig, India & MESA 618 618
Grindlays {India) and STCI ndia business 410 387
Grindlays (MESA) MESA business 363 368
Standard Chartered Bank (Thai) Thailand business 310 298
Permata Group's share of Permata {Indonesfa business) 163 138
American Express Bank Financial Institutions and Private Banking Business 396 396
Harison Lovegrove, Pembroke, Cazenove Asia and First Africa Corporate advisory business 64 23
Qther 182 181
5,738 5,467

All recoverable amounts were measured based on value in use. The key assumptions and approach to determining value in use
calculations, as set out below, are solely estimates for the purposes of assessing impairment on acquired goodwill. The caloulation for each
unit uses cash flow projections based on budgets and forecasts approved by managemenit cavering one year, except for Taiwan business
(four years), Korea business (four years) and Thailand business and Permata (four years). Management forecasts projected revenue growth
rates greater than long-term GDP rates but which are in line with past performance as adjusted to reflect the current economic climate,
especially for 2009 and 2010, Cash flow projections are extrapolated forward for periods of up to a further 19 years using steady long-term
forecast GDP growth rates and a terminal value determined based on long-term eaming multiples. Where these rates are different from
available market data on long-term rates, that fact is stated below. The cash flows are discounted using a pre-tax discount rate which
reflects cument market rates appropriate to the cash generating unit. Management believes that reasonable possible change in any of the
key assumptions on which the recoverable amounts have been based would not cause the carrying amounts to excead their recoverable
amount.

Korea businesses )

SCFB, A Brain and Yeahreum were acquired in 2005, 2007 and 2008 respectively with initial goodwill recognised of $1,891 million and a
further $5 million goodwill recognised in 2008 in respect of A Brain. The businesses comprisa Consumer and Wholesale Banking operations
in Korea. In assessing impairment of goodwill, the Group has assumed that growth beyond 2012 will take place at a steady rate of 3.5 per
cent {2008: 3.7 per cent} in line with ihe long-term forecast GDP growth of Korea. A pre-tax discount rate of 19.9 per cent (2008: 17.2 per
cent) was used.

Pakistan business

Union Bank was acquired in Septernber 2008 with initial goodwil! recognised of $414 millian. Additional goodwill of $17 million arose as a
result of a share swap. Together with the Group’s existing operations, the combined business comprises Consumer and Wholesale Banking
operations in Pakistan. In assessing impairment of goodwill, the Group has assumed that growth will increase at a steady rate of 4.3 per
cent (2008: 5.6 per cent) in line with the long-term forecast GDP growth of Pakistan. A pre-tax discount rate of 28.4 per cent {2008: 25.9
per cent) was used.



Standard Chartered Bank

Notes to the financial statements continued

25. Goodwill and intangible assets continued

Taiwan businesses : )

Hsinchu and Asia Trust were acquired in 2006 and 2008 respectively with initial goodwill recognised of $1,142 million and a further $34
milliors of gooawill recognised in 2007 in respect of Hsinchu. Together with the Group's existing operation, the combined business
comprisas Consumer and Wholesale Banking operations in Taiwan. In assessing impairment of goodwill, the Group has assumed that
growth beyond 2013 will increase at a steady rate of 3.4 per cent (2008: 4.1 per cent) in ling with the long-term forecast GDP growth of
Taiwan, A pre-tax discount rate of 16.7 per cent (2008: 22.3 per cent} was used.

Credit card business

Manhattan Card Business was acquired in 2000 with initial goodwill recognised of $1,081 million. This was amortised to $892 million under
UK GAAP until 31 December 2003. The business comprises a ¢redit card business and a personal loans business across Asia, India and
MESA. In 2008, the goodwill was reduced by $278 million on part disposal of Standard Chartered {Hong Kong) Bank Limited. In assessing
impairment of goodwill, the Group has assumed that growth will increase at a steady rate of 3.8 per cent (2008: 3.0 per cent) in line with the
long-term forecast global GOP growth. A pre-tax discount rate of 13.9 per cent (2008: 13.7 per cent) was used.

India businesses

Grindlays (India) was acquired in 2000 with initial gocdwill recognised of $446 million. This was amortised to $366 million under UK GAAP
unt! 31 December 2003, It comprises Consumer and Wholesale Banking operations in India. In 2008, the Group acquired a 74.9 per cent
interest in STCI, with Initial goodwill recognised of $52 million. In assessing impairment of goodwill, the Group has assumed that growth will
increase at a steady rate of 7.6 per cent (2008: 6.8 per cent} in line with the long-term forecast GDP growth of India. A pre-tax discount rate
of 18.5 per cent (2008: 18.6 per cent) was usad.

MESA business

Grindlays (MESA) was acquired in 2000 with initial goodwill recognised of $446 million. This was amortised to $366 million under UK GAAP
until 31 December 2003. It comprises Consumer and Wholesale Banking operations in MESA. In assessing impairment of goodwill, the
Group has assumed that growth will increase at a steady rate of 3.8 per cent (2008: 3.0 per cent) in line with the long term forecast GDP
growth of MESA. A pre-tax discount rate of 20.9 per cent (2008; 19.6 per ceni) was used.

Thailand husiness

75 per cent of Standard Chartered Bank (Thaj) was acquired in 1999 with initial goodwill recognised of $222 million. This was amortised to
$204 milion under UK GAAP until 31 December 2003. In 2005 the Group acquired the remaining 25 per cent, increasing goodwill to $272
million, The business comprises Consumer and Wholesale Banking operations in Thailand. In assessing impairment of goodwill, the Group
has assumed that growth beyond 2013 will increase at a steady rate of 4.3 per cent (2008: 4.6 per cent) in line with the long term forecast
GDP growth of Thalland. A pre-tax discount rate of 17.7 per cent (2008: 21.5 per cent) was used.

Group's share of Permata

31.55 per cent of Permata was acquired in 2004 with initial goodwill recognised of $115 million, A further 12.96 per cent was acquired in
September 2008, generating further goodwill of $57 million. This business comprises Consumer and Wholesale Banking operations in
Indonesia. In assessing impairment of goodwill, the Group has assumed that growth beyond 2013 will increase at a steady rate of 6.4 per
cent (2008: 5.9 per cent) in line with the long-term forecast GDP growth of Indonesia. A pre-tax discount rate of 27.8 per cent {2008: 24.3
per cent) was used. '

Financial institution and Private Banking business

100 per cent of AEB was acquired in February 2008 with initial goodwill recognised of $396 million. The businass comprises Consumer and
Wholesale Banking operations in the Americas, Europe and Asia. In assessing impairment of goodwill, the Group has assumed that growth
will remain at a steady 3.8 per cent (2008: 3.0 per cent), in line with Jong-term forecast global GDP growth, A pre-tax discount rate of 13.9
per cent (2008: 13.7 per cent) was used.

Corporate finance business

The total goodwill of $64 million generated on the acquisition of Harrison Lovegrove and Pembroke in 2007 and Cazenove Asia and First
Africa in 2009 comprises, oil and gas advisory, aircraft leading, capital markets and corporate advisory and leverage finance advisory
operations in Europe, Asia and Africa respectively.

In assessing impairment of goodwill, the Group has assumed that growth will remain at a steady 3.8 per cent (2008: 3.0 per cent), in line
with long-term forecast global GDP growth. A pre-tax discount rate of 13.9 per cent (2008: 13.7 per cent) was used.
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Notes to the financial statements continued

25, Goodwill and intangible assets continued

Company
Acquired Intangibles primarily comprise those recognised as part of the acquisitions of American Express Bank. During the year, the
Company acquired portions of the business of American Express Bank Limited, a wholly owned subsidiary of the Company.

Significant items of goodwill arising on acquisitions have been allocated to the following cash generating units for the purposes of
impairment testing:

Goodwill
2009 2008
Acquisilion Cash Generating Unit Smillion $million
American Express Bank Financial Institutions and Private Banking Business 148 132
Other 97 g7
245 229

All recoverable amounts were measured based on value in use.

The key assumptions and approach to determining value in use calculations, as set out above, are solely estimates for the purposes of
assessing impairment on acquired goodwill.  The calculation for gach unit uses cash flow projections based on budgets and forecasts
approved by management covering one year. These are then extrapolated for periods of up to a further 19 years using steady long term
growth forecast GDP growth rates and as terminal value determined based on long term eamnings multiples.

Where these rates are different from available market data on long term rates, that fact is stated above. The cash flows are discounted
using a pre-tax discount rate which reflects current market rates appropriate to the cash generating unit. Management believes that any
reasonably possible change in the key assumptions on which recoverable amounts have been based would not cause the carrying amounts
to exceed their recoverable amount.
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Notes to the financial statements continued

26.  Propeny, plant and equipment

Group
2009 2008
Premises Equipment Total Premises Eguipment Total
Smillion Smillion Smillion $millon Smillian Emillon
Cost or valuation
At 1 January 2,576 1,784 4,360 2,711 822 3,633
Exchange translation differences 82 23 105 (407) (95) (502)
Additions 133 754 887 363 1,068 1,431
Acquisitions - 1 1 38 18 57
Disposals and fully depreciated assets
written off (196) {97) {293) {11} (74) (85)
Reclassification 5 {5) - " {s4) 44 -
" Transfers from/{to) assets held for re-gale 47 - 47 {74} - 74
At 31 December 2,647 2,460 5,107 2,576 1,784 4,360
Depreciation
Accumulated at 1 January az7 447 774 261 380 641
Exchange translation differences 5 15 20 {32} {84) (96)
Charge for the year 119 193 aiz a8 152 250
Attributable 1o assets sold or written off {28) (74) (102) - {21) (21)
Accumulated at 31 Decemnber 423 581 1,004 327 447 774
Net book amount at 31 December 2,224 1,879 4,103 2,249 1,337 3.586
At 1 January 2008, the net book value was: premises, $2,450milion; and equipment, $442million.
Equipment includes operating lease assets of $1,606milion (2008; $1,029million) (see note 19).
Assets held under finance leases have the following net book amount;
2008 2008
Premises Equipment Premises Equipment
Smillion Zmillion S$milion Smillion
Cost 45 16 45 15
Aggregate depreciation {7) (1) (6) 4]
Net book amount a8 5 39 8
The Group's premises leases include rent review periods, renewal terms and in some cases purchase options.
2009 2008
Smillion $millon
Minimum lease payments under finance leases falling due:
Within one year 3 5
Later than one year and less than five years 5 7
+ 8 12
Future finance charges on finance leases 1) 2)
Present value of finance lease liabilities 7 10-
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Notes to the financial statements continued

26. Property, plant and equipment continued

Company
2009 2008
Premisas Equipment Tatal Premises Equipment Total
Smillign Smillion Smillion Smilllon Smillon Srnillion
Cost or valuation
At 1 January 519 238 757 422 173 595
Exchange translation differences 17 9 26 (56) (20) (76)
Additions 61 56 117 211 66 277
Acquisitions - - - 3 5 8
Disposals and fully depreciated assets
written off {9} (36) {45) (18) (29) (47}
Reclassification - - - (43) 43 -
Transfers tc assets held for re-sale - - - - - -
At 31 Decemnber 588 267 855 518 238 757
Depreciation
Accumulated at 1 January 67 103 170 68 a1 189
Exchange translation differences 2 5 7 (4 (19) (19}
Charge for the ysar 33 61 94 24 50 74
Attributable to assets sold or written off () {31) {39) (21) (23) (44)
Accumulated at 31 December 94 138 232 67 103 170
Net book amount at 31 December 494 129 623 452 135 587
At 1 January 2008, the net book value was; premises $354million; and equipment $82million.
Assets held under finance leases have the following net book amount:
2009 2008
Premises Equipment Premises Equipment
. Smillion Smillion Emillion Smillian
Cost 45 8 45 8
Aggregate depreciation {7) {4) {B8) {(3)
Net book amount 38 4 39 5
The Group’s premises leases include rent review periods, renewal terms and in some cases purchase options.
2009 2008
Smillion Smilion
Minimum lease payments under finance leases falling due:
Within one year 2 2
Later than one year and less than five years 4 5
6 7
Future finance charges on finance leases 1) @
Present value of finance lease liabilities 5 5
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Notes to the financial statements continued

27. Deferred tax

Group

The following are the major deferred tax liabilities and assets recognised by the Group and movements theraon during the reparting period:

At Exchange Charge/ Charge/ - At
1 January & other Acquisitions/ {credit) {credit) 31 December
2000 adjustments dispasals {o prafit to equity 2009
Smillion Smillign Smillion Smillion Smillion Smillign
Deferred taxation comprises:
Accelerated tax depreciation (29) ¥g) - (157) - (193)
Impairment provisions on loans and
advances (174) {18) - 61 - {131)
Tax losses carried forward (145) 3 - {113) (22) {277
Available-for-sale assets 63 6 - - 6 75
Premises revaluation 17 {2) - (14) - 1
Cash flow hedges (35) 14 - - 21 -
Unrelieved foreign tax (34) - - (19 - (53)
Retirement benefit obligations (89) (12) - 19 {37 (119)
Share based payments (21) (13) - (80) {35) {149)
Other temporary differences {37) 28 — (48) - (567)
Net deferred tax assets {484) {1) - (351) (67) (903)
At Exchange Charge/ Charge/ At
1 January & other Acquisitions/ (credity {credit) 31 December
2008 adjustments disposals o profit o equity 2008
Smillicn Smillion $millian Smillion Smilllon Smilion .
Deferred taxation comprises:
Accelerated tax depreciation {56) (3 3 27 - (29)
Impaimment provisions on loans and
advances {275) 12 (3) 92 - (174}
Tax losses carried forward {52} g - (102) - (145}
Available-for-sale assets 79 - (4 {5) {7) 63
Premises revaluation 17 - - —~ - 17
Cash flow hedges 20 )] - -~ (54) (35)
Unrelieved foreign tax (57} - - 23 -~ (34)
Retirement benefit obligations (a1) (1) - 13 (60) {89)
Share based payments (88) - - 21 46 (21)
Other temporary differences (108) 1 {10} 80 - (37)
Net deferred tax assets (561) 17 {14} 149 (75) {4834}
Deferred taxation comprises assets and fiabilities as follows:
2009 2008
Total Assot Liakility Total Asset Liabiity
Smillian Smillion Smillign Smillion Smillian $milkon
Deferred taxation comprises:
Accelerated tax depreciation (193) (214) 2 {29) (57) 28
Impairment provisions on loans and
advances (131) {227) 96 (174) {249) 75
Tax losses carried forward (277) (277) - (145) {143) (2)
Available-for-sale assets 75 61 14 63 32 bl
Premises revaluation 1 - 1 17 15 2
Cash flow hedges - (3 3 (35) (42
Unrelieved foreign tax (53) {53) - (34) (34 -
Retirement benefit obligations {119) (120) 1 (89) {93) 4
Share based payments (149} (140) (9 (21) 21) -
Other temporary differences {57) {123) 66 (37) {68) 31
(803) (1,096) 193 (484) (660) 176
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Notes to the financial statements continued

27. Deferred tax continuad
Company

The following are the major deferred tax liabilities and assets recognised by the Company and movements thereon during the reporting

period:
At Exchange Charge/ Charge/ At
1 January & olher Acquisitions/ {credit) {oredit) 31 December
2009 adjustments disposals to profit to equity 200%
Smillien Smillian Smillian Smillign Smillipn Smillion
Deferred taxation comprises:
Accelerated tax depreciation (84) {1} - (71) - {156)
Impairment provisions on loans and
advances (125) 3) - 15 - (113)
Tax losses carried forward (41) (1} - (65) (22 (129)
Available-for-sale assets 21 2 - - ] 12
Premises revaluation 11 - - 1) - -
Cash flow hedges (27 - - - 26 {1}
Unrelieved foreign tax (34 - - (19) - {53)
Retirement benefit obligations {60} - - {1} (39) {100)
Share based payments {23) 1 - (68) (a7 (137)
Other temporary differences 9 7 = (21) - (19)
{353) {13) - (241) (89) {696)
At Exchange Charge/ Chargef At
1 January & other Acquisitlons/ {credit) {credit) . 31 December
2008 adjustments disposals 1o profit 0 squlty 2009
Smillion Smillion Smilion Smillion S$million Smillign
Deferred taxation comprises: ’
Accelerated tax depreciation 62) - 3 (25) - (84)
impairment provisions on loans and
advances (70) 10 2 (B3) - {125)
Tax losses carried forward {3) 5 - (43) - {41)
Available-for-sale assets 4 1 4 - 20 21
Premises revaluation 11 - - - - 11
Cash flow hedges 28 - - - (55) (27)
Unretigved foreign tax (57) - - 23 - (34)
Retirement benefit obligations (26) - - 3 (37} (60)
Share based payments (89) - - 19 47 {23)
Other temporary differences 16 (1) (2) ] - 9
(248) 15 (5) (90) (25} {353)
Deferred taxation comprises assets and liabilities as follows:
2009 2008
Total Assst Liability Total Asset Liability
Smillisn Smillion Smillian Fmillion $million Emilion
Deferred taxation comprises:
Accelerated tax depreciation (156) {172) 16 84 {95) 1
Impairment provisions on loans and
advances {113) (113} - (125} {125) -
Tax losses caried forward {129) (129) - {41) (41) -
Available-for-sale assets 12 8 4 21 21 -
Premises revaluation - - - 11 11
Cash flow hedges (1 1) - {27) (31)
Unrelieved foreign tax (53) (53) - {34 (34) -
Retirement benefit obligations (100) (100) - {60) {60) -
Share based payments {137) (137) - {23) (23) -
Other temporary differences (19) {19) - 9 8 -
(696) (716) 20 {353) (388) 15
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Notes to the financial statements continued

27. Deferred tax continued

Group Company

2009 2008 2009 2008
Smillion $milllon Smillign Smillion

No account has been taken of the following potential deferred

taxation assets/{liabilities):

Unrelieved foreign tax 715 738 715 738
Unremitted earnings from overseas subsidiaries’ (296) (484) (296) (484)
Fereign exchange movements on investments in branches (48) (5] (48) {6)
Tax losses 130 38 1186 38
Held over gains on ingorperations of overseas branches (494) {418) (494) {418}

¥ Unremitled earnings from overseas subsidiaries includes $296 milion (2008:$99 million} witholding tax. No UK tax liability has been recognised on

undistributed eamings becauseitis probabale that if such arnounts are remitied in the future they would be tax free as a result of a change in the UK taxation

of foreign dividends post 1 July 2008,

28.  Other assets

Group Caompany

2008 2000 2009 2008
Sralilion Smiillion Smillion $million

Financial instruments held at amortised cost (note 14)
Heng Kong SAR Government certificates of indebtedness (note 34) 3,414 " 3,007 - -
Acceptances & Endersement 3,080 2,574 1,607 1,718
Cash collateral 4,557 9,102 4,455 9,102
Other 130 - 130 -
11,181 14,773 6,192 10,820

Non-financial assets

Other assats 5,932 5,595 3,883 2,859
17,113 20,368 10,075 13,679

The Hong Kong SAR government certificates of indebtedness are subordinated to the claims of other parties in respect of bank notes

issued.
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Notes to the financial statements continued

29.  Assets and liabilities classified as held for sale

It was the intention that the Vietnam branches of the Company be transferred into another Group subsidiary company during 2009, and
accordingly it was classified as a disposal greup. The Vietnam branches are included within the ‘Other Asia Pacific’ segment and comprise
both Consumer and Wholesale Banking operations. The disposal group comprised total assets and liabilities as follows:

2008 2008
Smillion Srmillion,
Cash _ 16
Financial assets held at fair value through profit or loss - 19
Derivative financial instruments - =
Loans to banks and customers - 2786
Investment securities - 64
Due from subsidiary undertakings and related parties - -2
Other assets - 12
Total assets - 387
Deposits by banks and customers - 384
Derivative financial instruments - -1
Debt securities in issue - 19
Due to subsidiary undertakings and related parties - -2
Other liabilities - 2
Total liabilittes - 405
1 Excludes interbranch derivative assets of Snil million (2008: $1 millicn) ang liabilities of $nil million (2008: $1 million),
2 Bxcludes interoranch asset balance of Snil million (2008: $81 million) and liabilities of $nil milion (2008: $24 million).
The condensed cash flow for the disposal group is as follows:
2009 2008
Smillion Smillion
Net cash {outflow)/inflow from operating activitics - (36}
Net cash used in investing activities - 20
Net (decreaselincrease in cash and cash eguivalents - 7)
The derivative balances of the disposal group is as follows:
2000 2008
Notional Notional
principal principal
amounts s Assets Liabilities amounts Assels Liabilities
Smillion Smillipn Smiltion Smillion $million Smillion
Foreign exchange derivative contracts - - - 34 - -
Interest rate derivative contracts - - - 10 - -
Total' - - - 44 - -
' Excludes interbranch derivative notianal principle amounts of $nil milion (2008: $78 million).
The centingent liabilities and commitments of the disposal group is as follows:
2008 2008
Contrattor Contract or
underlying Credit Risk underlving Credt Risk
principat equivalent weighted principal equivalent welghted
amount amount amount amount amount amount
Smillion Smillion Smillion Smillion Smillion $million
Contingent liabilities
Other contingent liabilities - — - 26 13 -
- — - 26¢ i3 -

Commitments

Bocumentary credits and short term
rade-related transactions = - -
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30. Deposits 'by banks

Group Company
2008 2008 2009 2008
Smillion Smillion Smillien Smillion
Deposits by banks 38,461 31,809 21,526 18,080
Deposits by banks included within:
Financial liabilities held at fair value through profit or-foss (note 14} 482 4,077 466 4,062
38,943 35,986 21,992 22,122
31.  Customer accounts
Group Company
2000 2008 2008 2008
Smillien Smillion Smillion $milion
Customer accounts 251,244 234,008 104,952 95,403
Customer accounts included within:
Financial liabilities held at fair value through profit or loss (note 14) 5,502 4,583 1,880 1,387
256,746 238,591 106,932 96,790

Included in customer accounts were deposits of $1,109million (2008: $1,29gmillion) held for the Group and $21million (2008: $15million) for
the Company, as collateral for irrevocatyle commitments under import letters of credit.

32. Debt securities in issue

Group
2009 2008
Certificates of ) Gertificates of
deposit of Qther debt deposit of Other debt
$100,000 securities $100,000 securities
or mora Inissue Tolal of mofe in lssue Tolal
Smillion Smillign Smillion Smillian Smilllon Smilion
Debt securities in issue 10,611 13,891 24,502 13,284 8,791 22,075
Debrt securities in issue included within:
Financial liabilities held at fair value
through profit or loss {note 14) 865 3,122 3,987 480 3,162 3,622
' 11,476 17,013 28,489 13,744 11,953 25,697
Company
2009 2008
Certificates of Certificates of
deposit of Other debt depasil of Other debt
$100,000 securities §100,000 securities
ar mare inissue Total or mora inissue Tots!
- Smillion Smillicn Smillion Smilion Smilian Smilion
Detbxt securities in issue 4,357 7,636 11,993 7,996 goe 8,904
Debt securities in issue included within:
Financial liabilities held at fair value
through profit or loss {note 14) 523 2,002 2,525 - 2,071 2,071
4,880 9,638 14,518 7,996 2,979 10,975
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33.  Structure of deposits

The following tables set out the structure of the Group's deposits by principal geographic areas as at 31 December 2009 and

31 December 2008:

2008

Asia Pacilic
Middle
Other East & Americas
Heng Asia COther UK &
Kong Singapore Kaorea Pacific! India S Asia Africa Europe Total
Smillign Smillion Smillion Smilllon Smillion Smillign Smillion Smillion Smillion
Non-interest bearing current and demand
accounts 6,220 6,343 a1 4,393 2,779 6,571 2,274 1,911 30,572
Interest bearing current accounts and
savings deposits 42,493 16,544 16,663 24,480 2,051 3,093 3,386 18,016 126,726
Time deposits 22,964 20,731 13,840 27,855 5101 11,086 1,694 . 30,611 133,882
Other deposits 73 52 458 1,048 1,291 408 146 1,033 4,509
Total 71,750 43,670 31,042 57,776 11,222 21,158 7,500 51,571 295,689
Deposits by banks 2,898 1,972 8,287 6,673 620 1,353 294 16,846 38,943
Customer accounts 68,8562 41,698 22,755 51,103 10,602 19,805 7,206 34,725 256,746
71,750 43,670 31,042 57,776 11,222 21,158 7,500 51,571 295,689
Debt securities in issue 145 679 12,608 1,895 520 45 326 12471 28,489
Total 71,895 44349 43,650 59,471 11,742 21,203 7,826 64,042 324,178

1 Other Asia Pacific Region (APR} includes Ma'aysia:

Deposits by banks $710 milion; customer accounts $9,365 milion; debt securilies in issue $386 million.

2008

Asia Paclfic
Middle
Other East& Americas
Hong Asia Qther UK &
Kaong Singapore Korea Padific’ India S Asla Africa Europe Total
Smillion $millian $mllion $million Smillon Srillion Smillion $mlllion Smillion
Non-interest bearing current and demand
accounts 4,947 3,550 64 3,299 2,215 5,313 2,031 2,776 24,195
Interest bearing current accounts and
savings deposits 27,131 0,340 14,094 22,030 1,634 2,888 2632 13,343 93,092
Time deposits 31,471 20875 13,187 32,725 5313 9,574 1,335 30,726 145,206
Other deposits 52 92 1,079 727 677 1,320 75 8,062 12,084
Total 53,601 33,857 28424 58,781 9,839 15,095 5,073 54907 274577
Deposits by banks 1,140 1,701 8,478 4,748 264 1,687 183 17,785 35088
Customer accounts 62,461 32,166 10946 54,033 9,585 17,408 5,880 37122 238591
63,601 33857 28424 58,7861 9,839 19,095 6,073 54907 274577
Debt securities in issue 530 1,281 12,656 1,848 822 29 145 8,576 25,697
Total 64,131 35,148 41,080 60,629 10461 19,124 56,218 63,483 300,274

¥ Other Asia Pacific Region (APR) includes Malaysia: Depesits by banks $593 milion; cusiomer accounts $8,665 millicn; debt securities in issue $617 miltion.
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33.  Structure of deposits continued

Company
2009
Asia Pacific
Middle
Cther East& Americas
Asin Qther | UK &
Singapore Pacific India $ Asia Africa Eurepe Talat
Smilion __ Smillion ___ Smillion __ Smillion __ $miltion ___ $millien____Smillion
Non-interest bearing current and demand accounts 6,343 1,020 2,637 5711 - 1,218 16,929
Interest bearing current accounts and savings deposits 16,544 2,891 1,785 2122 764 15851 40,067
Time deposits 20,730 5,651 5,021 10,173 660 27,123 69,358
Other deposits 53 63 1,286 335 1 832 2,570
Total 43,670 9,625 10,739 18,341 1,425 45,124 128,924
Deposits by banks 1,972 1,761 612 1,159 16 16,472 21,992
Customer accounts 41,698 7,864 10,127 17,182 1,408 28,652 106,932
43,670 9,625 10,738 18,341 1,425 45,124 128,324
Debt securities in issue 679 677 490" 13 276 12,383 14,518
. Total 44,343 10,302 11,229 18,354 1,701 57,507 143,442
2008
Asia Paclfic
Micdle
Other East & Americas
Asia Other UK &
Singapore Padific India S Asia Afrtea Europe Tolat
Smilion ____ $million Smitlion Smilion Smilion Smilion $milion
Non-interest bearing current and demand accounts 3,550 1,322 2,108 4,507 26 2,509 14,017
Interest bearing current accounts and savings deposits 9,340 4,463 1,357 2,051 487 11428 29,127
Time deposits 20,875 5933 5248 8724 356 25028 66,164
QOther deposits 92 77 673 1,297 - 7,465 9,604
Total 33857 11,795 9,381 18579 868 _46.431 118912
Deposits by banks 1,701 2,521 249 1,562 27 18062 22,122
Customer accounts 32156 9,274 9,132 15,017 842 30,389 96,790
. 33,857 11,795 9,381 18,579 8689 46,431 118912
Debt securities in issue 1,255 101 574 16 114 8915 10975
Total 35112 11,836 9,955 16,595 9B3 55346 128887
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34.  Other liabilities

Group Company
2009 2008 2009 2008
Smilkan Smilion Smillion $milion
Financial liabilities held at amortised costs {note 14)

Notes in circulation 3,414 3,097 - -
Acceptances and endorsements 2,963 2,539 1,606 1,698
Cash collateral 2,136 3.765 2,016 3,496
8,513 9,401 3,622 5,194

Non-financial liabilities '
Other liabilities 7,571 8,025 3,292 3,683
16,084 17,426 6,914 8,877

Hong Kong currency notes in circulation of $3,414 million {2008: $3,097 million) which are secured by the Hong Kong SAR govemment
certificates of indebtedness of the same amount in¢luded in cther assets (note 28}.

35.  Provisions for liabilities and charges

Group Company
Provision , Provision

for credit Gther for credit Other
commilments provisions Total commlitments provisions Total
Smillion $million Smillion Smillion Smillion Smillion
At 1 January 2009 23 114 137 4 1 15
Exchange translation differences 4 1 5 3 - 3
Acquisitions - - - - - -
Charge against profit (2) 264 262 97 25 122
Provisions utilised (3) (217) {220) {2) (16) {18)
162 184 102 20 122

At 31 December 2009 22

Provision for credit commitments comprises those undrawn contractually committed facilittes where there is doubt as to the borrowers'
ability 1o meet their repayment obligations. Other provisions include a provision of $170million (2008: $nil million) for the buy back of
structured notes issued by the PEM Group in Taiwan and sold by Hsinchu International Bank {'HIB") prior its acquisition by the Group in

20086, which were fully utilised during the year following the buy-back of the affected notes.

36.

Retirement benefit obligations comprise:

Retirement benefit obligations

2008 2008

Smillion $million

Defined benefit schemes obligation 493 433

Defined contribution schemes obligation 8 14

Net book amount 506 447

2009 2008

Smillion Smillion

At 1 January 447 322

Exchange translation differences 17 (55)

Acquisitions 2 47

Charge against profit {net of finance income) 138 172

Change in other comprehensive income 150 229

Change in nat liability (248) (268)

At 31 December 506 447
Aetirement benefit charge comprises:

2009 2008

Smillion Smilion

Defined benefit schemes 30 45

Defined contribution schemes 108 127

138 172

Charge against profit (note 8)
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36. Retirement benefit obligations continued

Group

UK Fund

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 independant qualified actuary. The most recent actuarial assessment of the
Fund for the purpose of funding was performed as at 31 December 2008 by A Zegelman, Fellow of the Faculty of Actuaries, of Towers
Watson Actuaries, using the projected unit method. As part of the 31 December 2008 actuarial valuation, the Trustee reviewed the life

expectancy assumptions adopted. The assumptions having the most significant effect on the outcome of this valuation were:

Retum from gilts ’ 3.85 per cent per annum
Retumn from return seeking assets 6.05 per cent per annum
General increase in salaries 2.80 per cent per annum
Rate of price inflation 2.80 per cent per annum
Increase in pensions:
Inn deferment (where applicable) : 2.B0 per cent per annum
In payment' (pre April 1997 service) 2.60 per cent per annum
In payment (post April 1997 senvice) 2.00 - 2.80 per cent per annum

! Applies to discretionary increases and some guarantead increases.

Applying these assumptions, at the valuation date the market value of the assets of the Fund ($1,228 million) was sufficient to cover 89.3
per cent of the benefits that had accrued to members. Additional contributions of $6 million were paid during 2009. Additional contributions
of $68 million are payable over the four years to 31 December 2013.

Contributions paid to the Fund during 2009 were $21 million (2008: $18 million) and regular contributions were set at 28 pear cent of
pensionable salary for all members, With effect from 1 July 1998 the Fund was closed to new entrants and new employees have
subsequently been offered membership of a defined coniribution scheme. Due to the closure of the Fund to new entrants, the current
service cost will increase as a percentage of pensionable pay as the members approach retirement.

Pension costs for the purpose of these accounis were assessed using the projected unit method, and the assumptions set out below were
based on market data at the date of calculation.

Overseas Schemes .
The principal overseas defined benefit arangernents operated by the Group are in Germany, Hong Kong, India, Jersey, Korea, Taiwan and
the United States.

All Schemes '
The disclosures required under IAS 19 have been calculated by qualiied independent actuaries based on the most recent full actuarial
valuations updated, where necessary, to 31 December 2008.

Emplayer contributions to defined benefit plans over 2010 are expected to be $133 milion.
Separate figures are disclosed for the UK Fund, Overseas Funded Defined Benefit, Post-retirement Medical and Other Unfunded Schemes.

The financial assumptions used at 31 December 2009 were:

Funded defined benefit schemes

UK Fund? QOverseas Schemes?

2009 2008 2009 2008

% % % %

Price inflation 3.50 2.90 1.50 - 4.50 1.50 - 4.50
Salary increases 3.50 4.40 3.50 - 5.00 3.50-6.00
Pension increases 3.30 2.90 0.00 - 3.30 0.00-2.90
Discount rate 5.70 6.40 1.50-7.50 1.20--7.50
Post-retirement medical trend rate N/A N/A N/A N/A

2The assumptions for fe expectancy for the UK Fund assumes that a male member currently aged 60 will liva for 26 years {2008: 27 years) and a female
member 29 years (2008: 30 vears) and a male member currently aged 40 will live for 29 years (2008: 28 years) and a female merber 31 years (2008: 31 years)
after their 60th birthday. '

3The range of assumptions shown is for the main funded defined benefit overseas schemes in Germany, Hong Kong, India, Jersey, Korea, Taiwan and the
United States. These comprise over B7 per cent of the total Eabilities of funded overseas schemes.
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36. Retirement benefit obligations continued

Unfunded s¢
Past-relirement medical’ Qther?
2009 2008 2008 2008
% % % %
Price inflation 310 2.70 1.50-7.50 1.50 - 9.50
Salary increases 3.10 4.00 3.50 -9.00 3.50 -11.00
Pension increases N/A N/A 0.00 - 3.30 0.00 - 2.90
Discount rate 5.75 5.50 1.50 -10.00 2.00-13.00
Post-retirement medical rate 10% in 2009 8% in 2008 N/A NfA
reducing by reducing by
1% perannum {9 per annum
to 5% in 2014 to 5% in 2011
! The Post-retirement medical plan is in the United States.
2 The range of assumptions shown is for the main Unfunded Schemes in Austria, India, Indonesia, Taiwan, UAE, UK and the United States.
The assets and liabilities of the schemes, atiributable to defined benefit members, at 31 December 2009 were:
Funded defined benefit schemes Unfunded schames
UK Fund Overseas schemas Post-retirement medical Other
Expected Expected - Expected
retum on Value Expected ratum Valua returm on Valua retum on Value
At 31 Dacember 2009 assets % Smillion on assels % Smillion assels % Smillion assels % Smilion
Equities 8.00 347 8.00 - 9.00 225 N/A N/A N/A N/A
Bonds 3.85 872 275-7.560 184 N/A N/A N/A N/A
Property N/A 0 7.00 1 N/A N/A N/A N/A
Others 8.00 259 0.50-7.50 121 N/A N/A N/A N/A
Total market value of asse!s 1,478 531 N/A N/A
Present valug of the schemes' liabilities (1,704) (649) (20) (134)
Net pension liability (226) (118) (20) {134}
Funded defined benefit schemes Unfunded schemmes
UK Fund Overseas schemes Post-retrement medical Cther
Expected Expecled Expected
return on Value Expecied refum Value return on Value retumn on Valug
At 31 December 2008 assels % $million on assels % $milion agsets % Smilion assels % $million
Equities 8.00 269 B.00--8.75 158 N/A N/A N/A N/A
Bonds 3.75 787 5.25-5.75 166 N/A N/A N/A N/A
Property N/A - N/A 1 N/A N/A N/A N/A
Qthers 8.00 176 1.20-5.30 164 N/A N/A N/A N/A
Total market value of assets 1,232 489 N/A N/A
Present value of the schemes’ liabilities {1,296) {693) (12) (153}
Net pension liability {64) (204) (12) {153)
Funded gefined benefit schemes Unfunded schemes
UK Fund Overseas schemes Past-refirement medical Other
Value T Vale Value value
At 31 December 2007 Smillion Smillion Emilion Smilllon
Total market value of assets 1,913 575 N/A N/A
Present value of the schemes' liabllities (1,931) (602) (11) (257)
Net pansion liabifity {18) (27) (11) (257}
At 31 December 2006
Total market value of assets 1,822 517 N/A N/A
Present value of the schemes’ liabilities (1,982) (542) (9) (347)
Net pension liability (160) (25) () (347}
At 31 December 2005
Total rnarket value of assets 1,550 380 N/A N/A
Prasent value of the schemes' liabilities {1,785) (403} (11) {196)
Net pension liability {235) {23} {11) {196).

The expected return on plan assets is set by reference to historical returns in each of tha main asset classes, current market indicators such
as long term bond yields and the expected long term strategic asset allocation of each plan.
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36. Retirement benefit obligatiohs continued
Group continued

The pension cost for defined benefit schemes was:

Funded defined benefit schemes

Unfunded schemes

Overseaas reﬁre‘:l:::;;

UK Fund schemes medical Other Total
Year gnding 31 Dy ber 2009 Smillion Smillion Smillion Smillion Smillion
Current service cost 9 61 1 15 86
Past service cost/{benefit) 3 - - (57) {54)
Gain on settlements and curtailments - (5) - (6) (11)
Expected return on pension scheme assets (83) {29) - - {112)
Interest on pension scheme liabilities 87 26 1 7 121
Total charge/{credit) to profit before deduction of tax 16 53 2 {(41) 30
Gain on assets against expected retum’ (76) (38) - - (114)
Experience loss/(gain) on liabilities 236 (4} 7 25 264
Total logs/Again) recognised directly in statement of
comprehensive income before tax 160 (42) 7 25 150
Deferred taxation {41) 4 - - (37)
Total loss/{gain) after tax 119 (38) 7 25 113

1 The actual return on the UK fund assets was $159 milion and on overseas scheme assets was $67 million.

The total cumulative amount recognised directly in the statement of comprehensive income before tax to date is a loss of $194 million

(2008: loss of $43 million),

Funded defined benefit schemes Unfunded schemes

' Post-

Overseas retirement
UK Fund schemes medical OQther Tosal
Year ending 31 December 2008 $millian $million $milion $million Smifllon
Current service cost 12 58 - 18 88
Past service cost 3 1 - 1 5
Lass/{gain) on setilements and curtailments 1 - - (55) {54)
Expected return on pension scheme assets {104} (36) - - (140)
Interest on pension scheme Habilities 103 30 i 12 146
Total charge/{credit) to profit before deduction of tax 15 53 1 (24) 45
Loss on assets in excess of expected return? 203 130 - - 333
Experience {gain)/loss on liabilities (143) 35 — 4 {104)

Total loss recognised directly in statement of

comprehensive income before tax 60 165 - 4 229
Deferred taxation {16) (44) - - {60)
Jolal loss after tax 44 121 - 4 159

2 The actual return on the UK fund assets was $99 million and on cverseas scheme assets was $94 million.
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36. Retirement benefit obligations continued

Group continued

Funded defined benefit schemes Unfunded schemes
Post-
Overseas retirement

UK Fund schemes medical Other Tolal
Year ending 31 December 2007 Srmillion Smilion . Smilllon Smilllon Smillion
Gain on assets in excess of expected return® (28) ) - - (30}
Experience (gain)loss on liabilities (113) 12 2 {108) (207}
Total {gainyloss recognised directly in statement of
comprehensive income befora tax (141) 10 2 (108} (237}
Deferred taxation 44 - - o7 71
Tolal (gain)foss after tax 97) 10 2 {81) {166)
Year ending 31 December 2006
Gain on assets in excess of expected return?® (23) (27) - - {50)
Experience {gain)/loss on liahilities (80) 20 (2) 18 {54)
Total {gain¥loss recognised directly in statement of .
comprehensive income before tax (113) (7) 2 18 {104)
Deferred taxation 34 3 - 1 38
Total {gain)/loss after tax {79) {4) (2) 19 (66)
Year ending 31 December 2005
Gain on assets in excess of expected return® {o1) (20) - - (111)
Experience loss on liabilities 256 5 - - 261
Total loss/{gain) recognised directly in statement of
comprehensive income before tax 165 (15) - - 150
Deferred taxation {50} 5 — — {45)
Total loss/{gain) afier tax 115 (10) — — 105

3The actual return on the UK fund assats was $128 milion and on overseas schema assets was $34 million.
4 The actual return on the UK fund assets was $116 millon and on overseas scheme assets was $50 million.

5The aclual return on the UK fund assets was $184 milfon and on overseas schema assets was $48 million.

Movement in the pension schemes and post retirement medical deficit during the year comprise:

Funded defined benefit schemes Unfunded schemes

Post-

Overseas retirement
UK Fund schemes medical QOther Total
Year ending 31 Decamber 2009 Smillion Smillion Smilfion Smillian i Smillion
Deficit at 1 January 2009 (64) {204) (12) {153) (433)
Contributions . 21 103 1 9 134
Current senvice cost (9 {61) (1) (15) (86)
Pasti service {benefit)/cost 3 - - 57 54

Seftlement/curtailment costs - 5 - - 6 1

Other finance (charge)income 4 2 1) (6) 9)
Actuarial loss (160) 42 4] (25) (150)
Acquisitions - - {2) - - (2)
Exchange rate adjusiment {7 {3) - (7) (17}
Daficit at 31 December 2009 (226) (118) {20) (134) (498)
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Group continued

Funded defined benefit schemes Unfunded schemes
Post
Overseas retirement
UK Fund schemes medical Other Total
Year ending 31 Dacember 2008 Smilign Smillion Smillien Smillion Emilion
Deficit at 1 January 2008 (18) {2n (11) {257) (313)
Contributions 23 72 - 54 149
Current service cost (12) {58) - (18} {88)
Past service cost 3 {0 - (3} (5)
Settlement/curtailment costs {0 - - 55 54
Other finance income/{charge) 1 6 {1} (12} (6
Actuarial loss {60) (165) - (4} (229)
Acquisitions - {43) - (4} {47
Exchange rate adjustment 6 12 - 34 52
Deficit at 31 December 2008 {64) (204) (12} {153) {433)
Movernent in pension schemes and post-retirement medical gross assets and obligations during the year comprise:
Assets Cbligations Total
Year ending 31 December 2009 Smillion Smillien Smillion
Deficit at 1 January 2009 1,721 {2,154) (433)
Contributions 134 - 134
Current service cost - {86) (86}
Past service cost - 54 54
Settlement/curtailment costs - 11 11
Interest cost - (121) {121)
Expected return on scheme assets 112 - 112
Benefits paid out (227) 227 -
Actuarial gainf{loss) 114 {264) (150)
Acquisitions 7 (9) 2
Exchange rate adjustment 148 (165) (17
Deficit at 31 December 2009 2,009 {2,507) (498)
Assets Opligations Total
Year ending 31 December 2008 Smilion. Smlllion $milion
Deficit at 1 January 2008 2,488 2,801) (313}
Contributions 149 - 149
Current service cost - (88) (88)
Past service cost - (5) (5)
Sottlement/curtailment costs - 54 54
Interest cost i - {146) {146)
Expected return on scheme assets 140 - 140
Benefits paid out {185) 185 -
Actuarial {loss)/gain {333) 104 (229}
Acquisitions 22 (69) (47}
Exchange rate adjustment {560) 812 52
Deficit at 31 December 2008 1,721 {2.154) (433}
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36.  Retirement benefit obligations continued

Company
Retirement benefit obligations comprise:
2009 2008
Smillion Smillion
Defired benefit schemes obligation 392 179
Defined contribution schemes obligation 1 3
Net book amount 393 182
2009 2008
Smillign Smillon
At 1 January 182 106
Exchange translation differences 12 (20)
Charge against profit (net of finance income) 96 104
Change in other comprehensive income 166 96
Change in net liability (63) {104}
At 31 December 393 182
Retirement benefit charge comprises:
2009 2008
Smiillion Smillian
Defined benefit schemes . 50 38
Defined contribution schemes : 46 €5
Charge against profit 96 104

The 2008 charge is presented net and includes a finance charge of $13 million (2008: $3 million).
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36. Retirement benefit obligations continued

Company continued

UK Fund

The financial pasition 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 for the purpose of funding was performed as at 31 December 2008 by A Zegelman, Fellow of the Faculty of Actuaries, of Towers
Watson Actuaries, using the projected unit method. As part of the 31 December 2008 actuarial valuation, the Trustee reviewed the lite
axpectancy assumptions adopted. The assumptions having the most significant effect on the cutcome of this valuation were:

Return from gilts 3.85 per cent per annum
Return from retum seeking assets 6.05 per cent per annum
General increase in salaries 2.80 per cent per annum
Rate of price inflation 2.80 per cent per annum
Increase in pensions:
In deferment (where applicable} 2.80 per cent per annum
In payment {pre April 1997 service) 2.80 per cent per annum
fn payment (post April 1997 service) 2.00 - 2.80 per cent per annum,

1 Applies to discretionary increases and some guararteed increases.

Applying these assumptions, at the valuation date the market value of the assets of the Fund {$1,228 million) was sufiiclent to cover 89.3
per cent of the benefits that had accrued to members. Additional contributions of $6 millon were paid during 2009. Additionat contributions
of $68 million are payable over the four years to 31 December 2013.

Contributions paid to the Fund during 2009 were $21 million (2008: $18 million) and regular contributions were set at 28 per cent of
pensionable salary for all members. With effect from 1 July 1998 the Fund was closed to new enirants and new employees have
subsequently been offered membership of a defined contribution scheme. Due to the closure of the Fund to new entrants, the current
service cost will increase as a percentage of pensionable pay as the members approach retirement,

Pension cosis for the purpose of these accounts were assessed using the projected unit method, and the assumptions set out below were
based on market data at the date of calculation,

QOverseas Schemes
The principal overseas defined benefit arrangements operated by the Group are in Germany, Hong Kong, India, Jersey, Korea, Taiwan and
the United States.

All Schemes
The disclosures required under [AS 19 have been calculated by qualified independent actuaries based on the most recent full actuarial
valuations updated, where necessary, to 31 December 2009.

Employer contributions to defined benefit plans over 2010 are expected to be $133 million.
Separate figures are disclosed for the UK Fund, Overseas Funded Defined Benefit, Post-retirement Medical and Other Unfunded Schemes.

The financial assumptions used at 31 December 2009 were:

Funded defined benefit schemes

UK Fund? Overseas Schemes®

2008 2008 2009 2008

% % % %

Price inflation 3.50 2.90 2.00 - 4.50 2.70-4.50
Salary increases 3.50 4.40 3.50 - 5.00 4.00-5.00
Pension increases 3.30 2.90 0.00 - 3.30 -
Discount rate 5.70 6.40 5.30-7.50 5.30-5.50
Post-retirement medical trend rate N/A N/A N/A N/A

2The assumptions for life expectancy for the UK Fund assumes that a male member currently aged B0 will live for 28 years (2008: 27 years) and a female
member 28 years (2008: 30 years) and a male member currently aged 4C will live for 29 years {2008: 28 years) and a female member 31 years (2008: 31 years)
after their 60th birthday.

3The range of assurmptions shown is for the main fundec defned benefit overseas schemes in Germany, India, Jersey and the United States. These comprise
over 87 per cent of the total liabiliies of funded oversaas schemes.
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36.  Retirement benefit obligations continued

Company continued

Unfunded schemes

Post-retiramant medical' QOther
2009 2008 2009 2008
% % % %
Price inflation 310 2.70 2.00 - 7.50 270- 4.50
Salary increases 310 4.00 3.50 - 9.00 4.00 - 5.00
Pension increases N/A N/A 0.00-3.30 -
Discount rate 5.75 550 5.30-10.00 5.30-5.50
Post-retirement medical rate’ 10% in 2009 8% in 2008 N/A N/A
reducing by reducing by
1% perannum 19 por annum
to 5% in 2014 0 5% in 2011 -~
' The Post-retirement Medical pfan is in the United States.
? The range ot assumptions shown is for the main Unfunded Schemes in Austria, India, Indonesia, UAE, UK and the United States.
The assets and liabilities of the schemes, attributable to defined benefit members, at 31 December 2009 were:
Funded defined benefit schemes Unfunded schemes
UK Fund Overseas schemmes Post-relirement medical Other
. Expected Expected Expected
retum on Value  Expected retum Value return an Value retum on Valua
At 31 Dagember 2009 assets % Smillion on assats % Smillion assets % Smillion assets % Smillion
Equities 8.00 347 8.00 ~9.00 53 N/A N/A N/A N/A
Bonds 3.85 872 275~-7.50 48 N/A N/A N/A N/A
Property N/A 0 7.00 1 N/A N/A N/A N/A
Others 8.00 252 0.50~-7.50 17 N/A N/A N/A N/A
Total market value of assets 1,478 118 N/A N/A
Present valug of the schemes' liabilities (1,704} (174) (20) (91}
Net pension liability {226) (55) (20) (21)
Funded gdefined benefit schemes Unfunded schemes
UK Fund Cverseas schemes Post-retirement medical Other
Expecled Expected Expected
retum onh Valug Expected retum Valve retum on Value return on Valug
At 31 Decembrer 2008 assels % Bmilllon on assets % $milion assets % Smillion assets % Smilllon
Equities 8.00 269 B.50 a7 N/A N/A N/A N/A
Bonds 3.75 787 6.25 - 8.00 42 N/A N/A N/A N/A
Property N/A - N/A - N/A N/A N/A N/A
Others 8.00 176 5.00-8.00 21 N/A N/A N/A N/A
Total market value of assets 1,232 100 N/A N/A
Present value of the schemes’ liabilities (1,2986) {140) (12} (63)
Net pension liability {64) {40) {12} {63)
Funded defined benefit schemes Unfunded schemes
UK Fund Overseas schemes Post-retirement medical Other
Value Value . Value Value
At 31 December 2007 Smilion $milllon - Smillian Smillion
Total market value of assets 1,913 575 N/A N/A
Present value of the schemes' liabilities {1,931} (602) {11} {257)
Net pension liability (18} (27 (11} (257)
At 31 December 2006
Total market value of assets 1,822 517 N/A N/A
Present value of the schemes’ liabilities {1,982) (542) Q * {(347)
Net pension liability {160} (25) )] {347)
At 31 December 2005
Total market value of assets 1,580 380 N/A N/A
Present value of the schemes' liabilities {1,785} (403) (1) {196)
Net pension liability (235) (23) (11) {196)

The expected return on plan assets is set by reference to historicat returns in each of the main asset classes, current market indicators such
as long term bond yields and the expected long term strategic asset allocation of each plan.
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36. Retirement benefit obligations continued
Company continued

The pension cost for defined benefit schemes was:

, Funded defined benefit schemes Unfunded schemes
Post-
Overseas relirement
UK Fund schemes medical Other Total
Year ending 31 December 2009 Smillicn Smillion Smillian Smillion Smillion
Current service cost 9 13 - 1 a3
Past service cost 3 - - - 3
(Gain)/loss on settlements and curtaiments - - - - -
Expected return on pension schema assets (83) (6) - - {89)
Intergst on pension scheme labilities 87 9 1 6 103
Total charge to profit before deduction of tax 16 16 1 17 50
Gain on assets against expected retun’ (76) (9) - - (85)
Experience loss/{gain) on liabilities 237 (7} - 21 251
Total loss/{gain) recognised directly in statement of
comprehensive income before tax 167 (i6) - 21 166
Deferred taxation {41) 2 - - (39)
Jotal loss/(gain} after tax 120 (14} - 21 127
! The actval retum on the UK fund assets was $159 milion and on overseas scheme assets was $15 million.
The total cumulative amcunt recognised directly in the statement of comprehensive income before tax to date is a loss of $185 million
{2008: loss of $19 million).
Funded defined benelit schemes Uinfunded schemes
Post-
Overseas retirement
UK Fund schemes medical Other Total
Year ending 31 Decemnber 3008 : $million $million $miflion $million Smillion
Current service cost i2 11 - g 32
Past service cost 3 - - - 3
Loss on settlements and curtailmenis 1 - - - 1
Expected return on pension scheme assets {104) {9} - - (113}
Intergst on pension scheme liabilities 103 8 1 4 118
Total charge to profit before deduction of tax 15 10 3 13 38
Loss on assels in excess of expected return? 203 33 - - 238
Experience (gain)/loss on liabilities {143} 12 - Q) {140}
Total loss#gain) recognised directly in statement of
comprehensive income before tax 60 45 - (9 96
Deferred taxation (16} (12) - - (28}
Total loss/(gain) after tax 44 33 — Q) 68

2The actual return on the UK fund assets was $99 million and on overseas scheme assets was $24 milion.
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36. Retirement benefit obligations continued

Company continued

Funded definad benefit schemes Unfunded schemes
Paost-
Cverseas retlrement
UK Fund schemes medical Other Total
Year ending 31 December 2007 Smilion Smillion $million Smillion Smilllon
Gain on assets in excess of expected return’ (28) (2] - {30)
Experience {gain)/loss on liabilities (113} - 2 5 {106)
Total {gainy¥loss recognised directly in statement of
comprehensive income before tax (141) 2 2 5 {136)
Deferred taxation 44 - - 1 45
Totaligainy/loss after tax (97) (2) 2 [§ {91)
Year ending 31 December 20006
Gain on assets in excess of expected return? (23) (8) - - 31)
Experience gain on liabilities (90) - {2 3) (95)
Total gain recognised directly in statement of
comprehensive income before tax (113) (8 2 . 3 (1286}
Deferred taxation 34 &) - 1 41
Total gain after tax (79) (2) {2) (2) (85)
Year ending 31 December 2005
Gain on assets in excess of expected return® (91) - - - 1)
Experience loss on liabilities 256 10 - 273
Total loss recognised directly in statement of
comprehensive income before tax 165 10 - 7 i82
Deferred taxation {(50) {(3) - {2) {55)
Total loss after tax 115 7 — 5 127
' The aclual return on the UK fund assels was $128 million and on overseas scheme assels was $34 million.
2 The actual retum on the UK fund assets was $116 milion and on overseas scheme assets was $15 million.
3The actual return on tha UK fund assets was $184 million and on overseas scheme assets was $6 million.
Movement in the pension schemes and post retirement medical deficit during the year comprise:
Funded defined benefit schemes Unfunded schemes
Post-
Overseas retirement
UK Fund schemes medical Other Total
Year ending 31 December 2009 Smillicn Smillicn Smillion Smillign Smillion
Deficit at 1 January 2009 {64) 40 12 (63) (179)
Contributions 21 . 18 1 6 46
Current service cost {9 (13) - (11) {33)
Past service cost {3} - - - (3)
Settlement/curtaiment costs - - - - -
Other finance charge {4) (3) (1) (6) (14
Actuarial (loss)/gain (160) 15 (8) (13) (166)
Acquisitions - (81) - - (31)
Exchange rate adjustment {7} 1) - 4 (12}
Deficit at 31 December 2008 {226) (55) (20) (81) (392)
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Company continued
Funded defined benefit schemes Unfunded schemes
Post-
Overseas retirement
UK Fund schemes medical Other Total
Year ending 31 December 2008 Smilllen Smillion Smillion Emilllon Srmillion
Deficit at 1 January 2008 {18) 2 (11) (72) (103)
Contributions 23 16 - - 39
Current service cost {12) (1) - 9 {32}
Past service cost 3 - - - [t2)]
Settlement/curtailment costs (1) - - - - {1)
Other finance incomef{charge) 1 1 (1) (4} (3)
Actuarial {loss)/gain (680} {45) - 9 {96)
Exchange rate adjustment [ 1 -~ 13 20
Deficit at 31 December 2008 {64} {40) (12} (63) {179)
Movement in pension schemes and post-retirement medical gross assets and obligations during the year comprisé:
Assels Obligations Tolal
Year ending 31 December 2009 Smillion Smillion Smillion
Deficit at 1 January 2003 1,336 {1,515) (179)
Contributions 46 - 46
Current service cost - {33) (33)
Past service cost - (3 (3}
Seltlement/curtailment costs - - -
Interest cost - (103) (103)
Expected return on scheme assets B89 - 89
Benefits paid out (93 93 -
Actuarial gain/foss) 85 {(251) (166}
Acquisitions ] (24) (31)
Exchange rate adjustment 141 (153) (12)
Deficit at 31 December 2009 1,597 {1,989) {392)
Assets Obligations Total
Year ending 31 Decamber 2008 Smilion Smillion Smilion
Deficit at 1 January 2008 2,025 (2,128) {103}
Contributions 39 - as
Current service cost - (32) (32}
Past service cost - €] @
Settlement/curtailment costs - 1) {1)
Interest cost - {116) (116)
Expected return on scheme assets 113 - 113
Benefits paid out (94 34 -
Actuarial {oss)/gain (238} 140 (96)
Exchange rate adjustment {521) 541 20
Deficit at 31 December 2008 1,326 {1,505) (179)
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a7. Subordinated liabilities and other borrowed funds

2009 2008
Subordinated loan capital — issued by subsidiary undertakings Smillion Smillicn
%350 million 4.375 per cent Subordinated Notes 2014 (Floating rate from 2009) - 358
$300 milion Floating Rate Subordinated Note 2017 {Callable 2012) 298 297
%22 million 9.75 per cent fixed to floating rate note 2021 {Callable 2016) 22 -
BWP 75 million Floating Rate Subordinated Notes 2017 (Callable 2012} 11 10
BWP 50 million Floating Rate Subordinated Notes 2015 (Callable 2010} 8 7
HKD 670 million Floating Rate Notes 2014 - 77
HKD 500 million 3.5 per cent Notes 2014 (Floating rate from 2008} - 86
DA 500 billion Floating Rate Notes 2016 22 20
KRW 300 billion 7.05 per cent Subordinated debt 2019 259 -
KRW 260 bilion 6.08 per cent Subordinated debt 2018 227 219
KRW 205 6.01 per cent billion Subordinated debt 2009 - 158
KW 90 billion 6,00 per cent Subordinated debt 2010 78 R
KRW 30 billion Floating Rate Subordinated debt 2011 28 24
KRW 3 billion 6.11 per cent Subordinated debt 2011 2 2
MYR 500 million 4.28 per cent Subcrdinated Bonds 2017 (Callable 2012) 149 150
PKR 1 billion Floating Rate Notes 2013 12 13
PKR 750 million Floating Rate Notes 2011 <] 9
TWD 10 bilien undated Floating Rate Notes Az 305
TWD 10 billion 2.9 per cent Subordinated debt 2019 (Callable 2014) 310 -
TZS 8 billion Floating Rate Subordinated Notes 2015 8 6
1,748 1,802
Subordinated loan capital - issued by Company:
£675 million 5.375 per cent undated Step Up Subordinated Notes {Callable and floating rate from 2020) 658 1,064
£600 milion 8.103 per cent Step Up Callable Perpetual Preferred Securities (Callable and floating rate from
20186) 1,164 1,085
£700 milion 7.75 per cent Subordinated Notes 2018 1,201 1,080
£300 milion 6.0 per cent Subordinated Notes 2018 (Callable and floating rate from 2013) 530 486
. £300 milion 6.75 per cent Subordinated Notes 2009 - 380
£200 million 7.75 per cent undated Step Up Suboridnated Notes (Callable and floating rate from 2022) 390 360
£30 million Floating Rate Subordinated Notes 2009 - 44
€1,100 milion 5.875 per cent Subordinated Notes 2017 1,71 1,809
€750 million 3.625 per cent Subordinated Notes 2017 (Callable and fioating rate from 2012) 1,113 1,066
€675 milkon Floating Rate Subordinated Notes 2018 (Callable 2013) 972 951
€600 million 5.375 per cent Subordinated Notes 2009 - 755
€500 millicn 8.16 per cent non-cumutative Trust Preferred Securities (Callable 2010} 723 711
$1.8 billion Floating Rate Undated Subordinated Notes (Callable 2014) 1,800 -
$1.5 billion 9.5 per cent Step Up Perpetual Preferred Securities (Callable 2014) 1,509 -
&1 billion 6.4 per cent Subordinated Notes 2017 1101 1,203
$700 million 8.0 per cent Subordinated Notes 2031 574 1,022
$500 million Floating Rate Subordinated Notes 2016 {Callable 2011) 499 4499
$500 million Floating Rate Subordinated Notes 2015 {Callable 2010) 499 4499
$100 million Floating Rate Subordinated Notes 2018 {Callable 2013) 100 100
JPY 10 billion 3.35 per cent Subordinated Notes 2023 (Callable 2018} 116 116
SGD 450 milion 5.25 per cent Subordinated Notes 2023 325 334 °
Primary Capital Floating Rate Notes:
£400 million 400 400
£300 million (Series 2) 300 300
$400 milion (Series 3) 400 400
$200 million (Series 4) 201 200
£150 million 242 217
$925 milion 8.15 per cent non-cumulative redeemable preference shares (callgble 2013) 974 1,006
Total for Company 17,492 15,907
Total for Group 19,240 17,709
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37. Subordinated liabilities and other borrowed funds continued

All subordinated liabilities described above are unsecured, unguaranteed and subordinated to the claims of other creditors including without
limitation, customer deposits and deposits by banks. The Group has the right to settle these debt instruments in certain circumstances as
set out in the contractual agreements,

Of the total subordinated labilities and other borrowings, $11,564 million is at fixed interest rates (2008: $11,865 million).

On 21 April 2008, Standard Chartered First Bank Korea Limited (SCFB} issued KRWS300 billion Lower Tier 2 Notas with a coupon of 7.05
per cent maturing due 2019, callable 2014, ‘

During 2008, Standard Chartered Bank (SCB) repurchased a total of $193 million of its B per cent subordinated notes due May 2031.

On 27 April 2009, £281 million fixed to floating step up subordinated notes callable 14 July 2020 issued by SCB were exchanged for £198
million senior notes due 2014 issued by Standard Chartered PLC.

On 15 June 2008, SCB issued $1.5 billion 9.5 per cent Step up Perpetual Preferred Securities, callable 2014.

On 17 June 2008, PT Bank Permata Tbk issued $100 million subordinated notes with a coupon of 9.75 per cent maturing June 2021,
callable June 2016, The Group subscribed for $50 million of these notes. As PT Bank Permata TBk Is a joint venture of the Group, on a
proportionately consolidated basis, $22 milion is treated as a liability for the Group.

QOn 28 October 2008, Standard Chartered Bank (Taiwan) Limited issued TWD10 billion subordinated notes with a fixed coupon rate of 2.9
per cent for the first five years, 3.4 per cent for the remaining 5 years, maturing 2019, callable 2014.

On 4 December 2009, Standard Chartsred Bank (Hong Kong) Limited exercised the call option on its $350 milion 4.375 percent
subordinated notes due December 2014; HKD 500 milion 3.5 per cent subordinated notes due December 2014 and HKD 670 milicn
floating rate notes due December 2014,

During 2009, £30 million floating rate notes, 600 millien 5.375 per cent notes, £300 million 6.75 per cent notes and KRW205 billion
subordinaied debt matured.

On 30 December 2009, SCB announced the intention to redeem in full the €500 million 8,18 per cent non-cumulative trust preferred
securities on the first call date of 23 March 2010.

On 4 February 2010, SCB exercised its right to redeem its $500 million subordinated floating rate notes in full on the first optional
redemption date.
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38.  Share capital, reserves and own shares

Share capital
The authorised share capital of the Company at 31 December 2009 was $15,005 million (2008: $10,005 million) mace up of 15 million
ordinary shares of $1 each, 1 milion non-cumulative preference shares of $5 each.

Group and Company

Number of Ordinary share Preference share
ordingry shares capital capital Total
(millipns) Smillion Smillion. Smilllan
At 1 January 2008 8,746 8,746 - 8,746
At 31 December 2008 8,746 8,746 - 8,746
Shares issued 2,500 . 2,500 - 2,500
At 31 December 2009 11,246 11,246 — 11,246
Reserves
Group

The capital reserve represents the exchange difference on redenomination of share capital and share premium from sterling to US dollars in
2001.

The capital redemption reserve represents the nominal value of preference shares redeemed.

The merger reserve represents the premium arising on sharas issued using a cash box financing structure, which required the Company to
create a merger reserve under section 612 of the Companies Act 2008. Shares were issued using this structure in 2005 and 2006 to assist
in the funding of certain acquisitions, in 2008 for the shares issued by way of a rights issue and for the sharas issued in 2009 in the placing.
The funding raised by the 2008 rights issue and 2009 share issue was retained within the Company.

Available-for-sale reserve represents the unrealised fair valua gains and losses in respect of financial assets classified as available-for-sale,
net of taxation. Gains and lossas are deferred in this reserve until such time as the underlying asset is sold, matures or becomes impaired.

Cash flow hedge reserve represents the effective portion of the gains and losses on derivatives that meet the criteria of a cash flow hedge.
Gains and losses are deferred in this reserve until such time as the underlying hedged item affects profit and loss or when a forecast
transaction is no longer expected to ocour.

Translation reserve represents the cumulative foreign exchange gains and losses on translation of the net investment of the Group in foreign
operations, Since 1 January 2004, gains and losses are deferrad to this reserve until such time as tha underlying foreign operation is
disposed. Gains and losses arising from derivatives used as hedges of net investments are netted against the foreign exchange gains and
losses on translation of the net investment of the foreign operations.

Retained earnings are the carried forward recognised income and expenses of the Group plus ¢urrent perod recognised comprehensive
incame less dividend distribution, treasury shares and share option expenses.

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. The maintenance of local regu'atory capiial ratios could potentiafly restrict the amount of reserves which
¢an be remitted. In addition, if these overseas reserves were to be remitted, further unprovided taxation liabilities might arse.

39. Minority interests

§300m 7.267% Hybrid Other minority

Tier 1 Securities interests Talal

Srnillion Smillion Smillion

At 1 January 2008 330 271 601
Arising on acquisitions — - -
Expenses in equity attributabla to minority interests - (121} (121)
Other profits attributable to minority interesis 19 221 240
Recognised income and expense 19 100 119
Distributions (22) (125} {147}
Other increases’ - 1,448 1,448
At 31 December 2008 327 1,694 2,021
Income in equity attributable to minority interests - 19 19
Other profits attributable to minority interests 19 310 329
Recognised income and expense 19 329 348
Distributions {22 {65) 87
Other increases - 1 1
At 31 December 2009 324 1,959 2,283

' Other increases mainly relate to the consolidation of a private equity investment.
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40.  Share based payments

Standard Chartered PLC operates a number of share based payment schemes for its directors and employees in which the Group and
Company participate.

The total charge for the year relating to employee share based payment plans was $375 million (2008: $121 million) of which $275 million
(2008: $152 million) relates to equity-settled awards, and $100 milion (2008: $31 million credit) relates to cash-seitled awards. After
deferred tax, the total charge to the income statemant was $340 million (2008: $89 million). The scheme lives referred to below relate to the
remaining period in which options may be granted under the schemes.

1894 Executive Share Option Scheme (closed)

No awards have been made under this scheme since August 1999 as the scheme was replaced by the 2000 Executive Share Option
Scheme. Awards made under this scheme are not subject to the valuation criteria of IFRS 2, as all awards were granted prior to 7
November 2002, and were all vested as at that date. Executive share aptions to purchase ordinary shares in the Company are exercisable
after the third, but before the tenth anniversary of the date of grant. The exercise price is the shars price at the date.of grant and options can
only be exercised if EPS increases by at least 15 per cent over three consecutive years. There are no outstanding options in this scheme.

2000 Executive Share Option Scheme

The 2000 scheme is designed to be internationally competitive and focus executive directors and their senior management teams on
delivering long-term performance. An EPS performance criterion must be met before options can be exercised. Executive share options to
purchase ordinary sharas in the Company are exercisable after the third, but before the tenth, anniversary of the date of grant. The exercise
price per share s the share price at the date of grant and options can only be exercised if a performance condition is satisfied. The
remaining fife of the scheme is one year after which options will not be granted under this scheme.

2001 Perfornance Share Plan

The PSP is an infrinsic elerment of otal remuneration for our executive directors and executive population. Its significance as a percentage of
these individuals' total potential remuneration is one of the strongest indicators of our commitment to paying for sustainable performance. A
performance test is applied both at the time of award and upon vesting.

Given that PSP is currently under review, awards to the majority of senfor executives for 2009 will be made by way of the Restricted Shares
Schemes at the equivalent expected value.

Performance conditions

Half the award is dependent upon our total shareholder retum performance cormpared to that of a group of peers at the end of a three-year
period. The other half is subject to a target for earnings per share growth applied over the same three-year period.

The Committee reviewed the performance conditions this year and concluded that, in aggregats, the combination of these measures and
targets was appropriate and provided a balance between driving stretching performance and having an effective retention and rotivation
tool. The rationale for the sefection of total shareholder return and earnings per share performance conditions is set out below:

TSR Relative total shareholder return, which measures the growth in share price plus dividends paid to shareholders, is recognised
as one of the best indicators as to whether they have achieved a good return investing in a specific company relative to a
basket of similar companies or a single index

EPS Earnings per share provide an appropriate measure of a company’s underlying financial performance

A review of our performance conditions is currently being undertaken and the Committee is considering proposing to the shareholders that
a measure relating to economic profit is included in the design of our PSP,

TSR element
The constituents of our comparison peer group for awards made in 2008, 2007 and 2008 are set out below:

For awards made prior to 2009

ABN AMRO "2 ICICl 2

Bank of America JP Morgan Chase

Bank of East Asia- Lloyds TSB

Barclays Overseas Chinese Banking Corporation
Citigroup Royal Bank of Scotland

DBS Group United Overseas Bank

Deutsche Bank Standard Chartered

HBOS 3

HSBC

Following the acquisition of ABN AMRO {'ABN"), for awards granted in 2007, ABN was replaced with a ‘synihetic' company comprising the median TSR
performance of the remaining compariscn companies.

2For awards granted in 2008, ABN was removed from the comparison group and substituted with ICIGI.
3For unvested awards granted in 2007 and 2008, HBOS was replaced by anolher synthetic company, in view of its acquisition by Lloyds TSB.
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A comprehensive review of the comparison group was made in June 2008 by the Committee, which decided to increase the number of
constituents from 15 to 21 for awards to be made in 2009 and beyond. The enlarged group better reflects the increased size and scope of
our current business. The Committee used a combination of measures, including size, business scope and geographic spread, to identify
the most appropriate companies before agreeing the constituents.

For awards made in 2009

Banco Santander JP Morgan Chase
Bank of America Kookmin

Bank of China Lioyds Banking Group
Bank of East Asia Overseas Chinese Banking Corporation
Barclays Royal Bank of Scotiand
Citigroup Standard Bank

DBS Group State Bank of India
Deutsche Bank Unicredito

HSBC United Overseas Bank
ICBC Standard Chartered
ICICI

Following the increase in the number of constituents, the vesting scheduls has been re-calibrated to ensure the vesting level at median and
upper quintile remains broadly unchanged. The percentage of awards exercisable at the end of the relevant three-year performance period
is calculated on a straight-line basis. Minimum vesting occurs if we achieve median ranking, with full vesting achieved if we are ranked in the
upper quintile or above position in our comparison group.

Comparison group for awards in 2010 onwards

In December 2009, the Committee reviewed the continued appropriateness of our comparison peer group and decided to make a minor
rafinement to the constituents, which resulted in the replacement of Lloyds Banking Group by Credit Suisse. This will affect awards made in
2010 and onwards.

The Commitiee believes that it is preferable to measure total shareholder return performance using a local curency approach. This reflects
the international composition of the cornparison group, but also takes into account that a significant proportion of each company’s profits is
generated in the same currency as its primary listing. This approach measures the real impact for a shareholder by focusing on relative stock
movernent rather than taking into account exchange rate fluctuations.

Awards of nil price options to acquire shares are granted to the executives and will normally be exercisable between three and ten years
aftar the date of grant if the individual is still employed by the Group. There is provision for eariier exercise in certain limited circumstances.

The remaining life of the scheme is two years.

1997/2006 Restricted Share Scheme

The Restricted Share Scheme is used as a vehicle for deferring part of annual performance awards for certain employees and as an
incentive plan to motivate and retain high performing staff. Except where used for bonus deferral purposes, executive directors are not
generally aligible to participate in the RSS. However upon recruitment to the Group, awards may.be made on an exceptional basis, for
example to newly appointed directors ta compensate for share awards forfeited on leaving their previous employer. Under the RSS, the
value of shares awarded in any year to any individual may not exceed two times their base salary. Generally half of the award vests two
years after the date of grant and the balance after three years. However, the deferred element of the 2009 annual performance award will
vest in thres equal tranches over one, two and three years with the RSS used wherever possible for the portion of the award vesting affer
two and three years.

The remaining life of the scheme is seven years.

2007 Supplementary Restricted Share Scheme

The Group operates a Supplementary Restricted Share Scheme which is similar to the RSS. This scheme is principally used for Global

Market employees but is also used to defer one third of an employee's deferred annual performance award which vests after one year.

Otherwise half of the award vests two years after the date of grant and the balance after three years. Executive directors are specifically
prohibited from the plan; no new shares can be issued to satisfy awards; and there is no individual annual limit.

The remaining life of the scheme is eight years.

2004 Deferred Bonus Plan

Under the 2004 Deferred Bonus Flan, shares are conditionally awarded instead of all or part of the executive directors’ and certain senior
executives” annual cash bonus. Further details are contained in the Directors’ remuneration report on pages 48 and 49. The remaining life of
the plan is five years.
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All Employee Sharesave Schemes

No awards have been made under the 1994 UK Sharesave and 1996 Internailonal Sharesave schemes since 2003, as these were replaced
by the 2004 UK and International Sharesave schemes. In 2008 a new Irish sharesave scheme was introduced far all employees of ihe
Group in the Republic of Ireland, Under these Sharesave schemes, employess have the choice of opening a three-year or five-year savings
confract, Within a period of six months after the third or fifth anniversary, as appropriate, employees may purchase ordinary shares in the
Company. The price at which they may purchase shares is at a discount of up to 20 per cent on the share price at the date of invitation.
There are no performance conditions attached to options granted under all the employee sharesave schemas.

In some countries in which the Group operates, it is not possible to operate Sharesave schemes, typically because of securities law,
regulatary or other similar rastrictions. In these countries the Group offers an equivalent cash-based scheme to its employees. The
remaining life of the scheme is six years,

1994 Executive Share Option Scheme (1984 ESQOS)
A reconciliation of option movements over the year to 31 December 2009 and 2008 is shown below:

2009 2008
Welghted Weighted
average average
No, of shares exercise price No. of shares exercise price
Qutstanding at 1 January - - 10,806 £6.2
Lapsed - - - -
Exercised - - {10,806) £6.20

Cutstanding at 31 December : - - - -

The weighted average share price at the time the options were exercised in 2008 was £17.23.

2000 Executive Share Option Scheme (2000 ESOS)
No share awards were granted during 2009 or 2008.

A recongciliation of option movements over the year to 31 December 2009 and 2008 is shown below:

2009 2008
Welghted Weighted
average average
No. of shares exerclse price No. of shares exercise price
Qutstanding at 1 January 7,485,925 £7.18 8,575,209 £8.28
Additional shares for rights issue - - 937,283 -
Lapsed {5,253) £8.18 (3,348) £6.05
Exercised (4,076,707) £7.08 (2,023,219) £7.47
Outistanding at 31 December 3,403,965 £7.29 7,485,925 £7.18
Exercisable at 31 December 3,403,865 £7.29 7,485,925 £7.18
2009 2008
Weighted Weighted
Weighted average Weighted average
average remaining average remalning
Range of exerdse price for options outstanding exercisa price contractual lite exercise price contractual Ife
£6.04/£9.10
{2008: £6.05/£9.10) £7.29 3.2 years £7.18 4.0 years

The intrinsic value of vested 2000 ESOS cash-settled awards as at 31 December 2009 was $3 millicn (2008: $0.8 million). The weighted
average share price at the time the options were exercised during 2009 was £14.28 (2008: £17.23).
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2001 Performance Share Plan (2001 PSP)

Valuation

The fair value of awards is based on the market value less an adjustment to take into account the expected dividends over the vesting
period. The same fair value is applied for awards made to both the directors and employees of the Group. As set out above, half the award
is dependent on a TSR performance condition and half dependent on an SC Fic EPS performance condition. The fair value of the TSR
component is derived by discounting 50 per cent of the award that is subject to the TSR condition by the loss of expected dividends over
the perlormance period together with the probability of meeting the TSR condition, which is calculated by the area under the TSR vesting
schedule curve. The EP'S fair value is derived by discounting 50 per cent of the award by the loss of expected dividends over the
perlormance period. In respect of the EFS component only, the number of shares expected to vest is adjusted for actual performance whan
caloulating the charge for the year.

2009 i 2008
Grant date 3 December 15 September 23 June 11 March 16 Septemnber 24 April 11 March
Share price at grant date £15.51 £14.44 £11.75 £8.10 £13.86 £17.82 £16.26
Vesting period (years) 3 3 3 3 3 3 3
Expected dividend yield (%) 3.43 343 3.41 afn 2.60 2.60 2.60
Fair value (EFS) (£) 713 6.63 5.40 3.73 12.83 16.50 15.08
Fair value (TSR) (£) 2.81 261 213 1.46 5.04 6.49 5.89

The expected dividend yield is based on the historical dividend yield over the three years prior to grant. The TSR fair value is derived by
discounting 50 per cent of the award which is subject to the TSR condition by the loss of expected dividands yield aver the performance
period, and the probability of meeting the TSR condition which is calculated by the area under the TSR vesting schedule curve. The EPS fair
value is derived by discounting 50 per cent of the award by the loss of expected dividends over the performance period and the number of
shares expected 1o vest is adjusted for aciual performance when calculating the charge for the year.

A reconciligtion of opticn movements over the year to 31 December 2009 and 2008 is shown below:

2009 2008
Weighted Weighted
average average
No. of shares exerclse price No. of shares Exercise price
Ouistanding at 1 January 8,458,835 - 5,885,507 -
Granted 4,583,187 - 2,625,696 -
Additional shares for rights issue - - 1,067,755 -
Lapsed (528,627) - (105,828) -
Exercised (1,737,903) - (1,014,325} -
Qutstanding at 31 December 10,775,552 - 8,458,895 -
Exercisable at 31 December 938,782 - 883,870 -

Of the 2,475,008 options granted in 2007 and outstanding as at 31 December 2009, the EPS condition is not expected to be met on
567,372 options. As a result, it is considered that these options will not vest,

2009 2008
Welghted ‘Weighted
Woelghted average Weighted average
average remaining average remaining
Renge of exerclse price for options ouistanding exercise prica contrachal lifa exarclse price contrectual life
n‘a . - 8.2 years - 8.1 years

The intrinsic value of vested cash-settled awards as at 31 December 2009 was $2 million {2008: $0.3 million).
The weighted average share price at the time the options were exercised during 2008 was £11.48 (2008: £15.74).

1997/2006 Restricted Share Scheme {1997/2006 RSS)

Valuation

For awards, the fair value is based on the market value less an adjustment to take into account the expected dividends over the vesting
period. The same fair value is applied for awards made to both the directors and employees of the Group.

2009 2008
Grant date 3 December 2B September 15 September 23 Juna 11 March 16 September 24 April 11 Merch
Share price at grant date £15.51 £14.98 £14.44 £11.75 £8.10 £13.66 £17.82 £16.26
Vesting period (years) 2/3 2/3 2/3 2/3 2/3 3 3 3
Expected dividend yield (%) 3.45 3.45 3.45 3.73 3.73 2.40 2.40 2.40
Fair value {£) 14.25 13.76 13.27 10.72 7.39 8.25 8.25 8.25

The expected dividend yield is based on the historical dividend for three years prior to grant.
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A reconciliation of option movements over the year to 31 December 2009 and 2008 is shown below:

2009 2008
Weighted Weighted
averafe average
No. of shares exercise price No. of shares exercise price
Dutstanding at 1 January 7,285,927 - 6,275,848 -
Granted 12,675,994 - 2,137,992 -
Additional shares for rights issue - - 925,127 -
Lapsed {528,860) - (294,595) -
Exercised {2,155,899) - (1,758,495) -
Cutstanding at 31 December 17,277,162 - 7,285,927 -
Exercisable at 31 December 1,986,203 - 1,800,102 -
The weiyhled average shrto price al e e the oplicns were exerclsed durlng 2009 was £11.98 {2008&: £15.63).
2009 2008
Weighted Welghted
Woeighted average Weighted average
average remalning average remaining
Range of exerdse price for options outstanding exercise price contrachual life exercise price contractual life
n/a - 5.6 years - 5.0 years

The intrinsic value of vested 1997/2006 RSS cash-settled awards as at 31 December 2009 was $12 million {2008: $3 milion).
2007 Supplementary Restricted Share Scheme (2007 SRSS)

Valuation

The first awards under this scheme were made on 12 March 2007, For awards, the fair value is based on the market value less an
adjustmant to take into account the expected dividends over the vesting period. The same fair valug is applied for awards made to both the

directors and employees of the Group.

2009 2008
Grant date 3 December 15 September 23 Juna 11 March 16 September 11 March
Share price at grant date £15.51 £14.44 £11.75 £8.10 £13.86 £16.26
Vesting period (years) 213 2/3 2/3 2/3 2/3" 2/3
Expected dividend yield (%) 3.45 345 3.73 3.73 24 . 2.4
Fair value {€) 14.25 13.27 10.72 7.39 13.06 12.41

The expected dividend yield is based on the historical dividend for three years prior to grant. A recondiliation of option movements over the

year to 31 December 2009 is shown below:

2009 2008
Weighted Welghted
average average
No. of shares exercise prica No. of shares exercise price
Qutstanding at 1 January 2,442,096 - 187,602 -
Granted 5,172,293 - 2,020,181 -
Additional shares for rights issue - - 307,805 -
Lapsed (51,909) - (45,549) -
Exercised (147,948) - (27,943 -
Outstanding at 31 December 7,414,532 - 2,442,096 -
Exercisable at 31 December 53,580 - - -
2009 2008
Weighted Weighted
Weighted average Weighted average
average remaining average remaining
Range of exerdse price for options ouistanding exercise price conirachual life exprcise price coniractual life
n/a - 5.9 years - 6.2 years

The weighted average share price at the time the options were exercised during 2009 was £14.62 (2008: £nil).
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40.  Sbhare based payments continued

1994/1996 UK and International Sharesave Scheme

Grants made under these schemes which had not vested as at 7 Novermnber 2002 are fair valued under IFRS 2. A reconciliation of option

movements over the year to 31 December 2009 and 2008 is shown below:

2009 2008
Weighted Weighted
averaga average
No. of shares exercise price Na. of shares exerclse price
Qutstanding at 1 January 162,982 £5.61 561,107 £5.82
Additional shares for rights issue - - 36,060 -
Lapsed - - {227 6513 £4.92
Exercised {127,062) £5.61 {206,572 £5.35
QOutstanding at 31 December 35,920 £5.61 162,982 £5.61
Exercisable at 31 December 35,920 £6.61 62,982 £5.61
2009 2008
Weighted Weighted
Weighted average Weighted average
average remaining averape remalning
Range of exerdse price for options autstanding exercise price contractual life exercise price contractual life
£5.,61 £5.61 0 years £5.61 0.3 years

The weighted average share price at the time the options were exercised was £10.86 (2008: £73.89) for 1994 UK Sharesave schemes and

£10.28 (2008: £13.89) for 1996 International Sharesave schemes.

The intrinsic value of vested 1994/1996 UK and International Sharesave cash-setfled awards as at 31 Decemnber 2009 was $nil milion

(2008: $0.1 million).

2008 Irish Sharesave Scheme
The first awards under this scheme were made on 29 September 2008.

Valuation

Options are valued using a binomial option-pricing model. The same fair valus is applied for awards made to both the directors and

employees of the Group. The fair value per aption granted and the assumptions used in the calculation are as follows:

2009 2008
Grant date 5 Oclober 29 Seplember
Share price at grant date £14.92 £14.52
Exercise price £11.46 £11.62
Vesting period (years) , ' s a5
Expected volatility (%} ' 52.9/42.6 39.6/48.7
Expected opticn life (years) 3.33/5.33 3.33/5.33
Risk free rate (%6) 1.8/2.5 2.32/2.53
Expected dividend yield (%) 3.3/3.2 2.5/2.73
Fair value (£) 5.9/5.8 2.99/3.04

The expected dividend yield is based on the historical dividend for three years prior to grant. A reconciliation of option movements over

2009 and 2008 is shown below:

2009 2008
Weighted Weighted
average average
No. of shares qxareise price No. of shares exerclsa price
Qutstanding at 1 January 14,290 £10.18 - -
Granted 4,581 £11.46 12,510 £i0.18
Additional shares for rights issue - - 1,780 -
Lapsed - - ~ -
Exercised - - - -
Qutstanding at 31 December 18,871 £10.48 14,290 £10.18
Exercisable at 31 December - - - -
2009 2008
Weighted Weighted
Weighted average Weighted avefage
average remaining average remaining
Range of exerdse price for apticns oulstanding exercise price contractual life exercise price contractual life
£10.18 - 11.46 £10.48 3.6 years £10.18 5.3 years
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2004 UK and International Sharesave Schemes
Valuation

Options are valued using a binomial option-pricing model. The same fair value is applied for awards made to both the directors and
employees of the Group. The fair value per option granted and the assumptions used in the calculation are as follows:

2008 2008
Grani date 9 October 5 October 3 October 16 September
Share price at grant date £15.57 £14.92 £14.52 £14.52
Exercise price £11.46 £11.46 £11.62 £11.62
Vesting period {years) 35 a/5 3/5 3/5
Expected volatility (%) 52.9/43.7 52.9/43.6 39.6/48.7 39.6/48.7
Expected option life (vears) 3.33/5.33 3.33/5.33 3.33/5.33 3.33/5.33
Risk free rate (%) 1.8/2.5 1.8/25 2.32/2.53 2,32/2.53
Expected dividend yield (%) 3.9/3.2 3.9/3.2 2.5/2.73 2.5/2.73
Fair value (E) 6.4/6.2 5.9/5.8 2.99/3.04 2.99/3.04

The expected volatility is based on historical volatility over the last three to five years, or three to five years prior to grant. The expected life is
the average expected period to exercise, The risk free rate of return is the yield on zero-coupon UK Govemment bonds of a term consistent
with the assumed option life. The expected dividend vield is based on historical dividend for three years prior to grant. Where two amounts

are shown for volatility, risk free rates, expecied dividend yield and fair values, the first refates 1o a three year vesting period and the second

to a five year vesting period.

A reconciliation of option movements over the year to 31 December 2009 and 2008 is shown below;

2009 2008
‘Weiphted Weighted
average average
No. of shares exarcise price No. of shares EXE[Cise price
Qutstanding at 1 January 20,229,858 £9.69 14,266,731 £10.91
Granted 3,881,940 £11.46 6,241,929 £10.18
Additional shares rights issue - - 2,579,391 -
Lapsed (2,160,450) £10.26 (2,574,039) £10.14
Exercised (4,484,911) £8.81 (284,154) £7.04
Qutstanding at 31 December 17,466,437 £10.28 20,229,858 £0.60
Exercisable at 31 December 2,018,787 £9.17 3,588,924 £8.69
2009 2008
Welghted Weighted
Wetghted average ‘Weighted average
avetage remalning average remaining
Range of exercise price for options outstanding exercise price contractual life exercise price contractual life
£6.51/£11.46 £10.28 2.2 years £9.69 1.9 years

The weighted average share price at the time the options were exercised during 2009 was F14,16 {2008; £13.92) for the UK Sharesave

scheme and £12.73 (2008: £13.92) for the Intemational Sharesave scheme.

The intrinsic value of vested UK and International Sharesave cash-settied awards as at 31 December 2009 was 57 million (2008: $0.4

million).

2004 Deferred Bonus Plan
Under this plan shares are issued directly to participants upon vesting.

A reconciliation of share movernents over the year to 31 December 2009 and 2008 is shown below:

2009 2008
No. of shares’ No. of shares
Quistanding at 1 January 352,857 351,340
Shares vested (347,836} (324,002}
Shares awarded 352,633 307,760
Additional shares for rights issue - 43,756
Shares lapsed (7,073) (25,997)
Qutstanding at 31 December 350,581 352,857

Motes:

a) The market value of shares on date of awards (6 March 2009) was 698.5 pence (2008: 1643 perice).

b) The shares vest one year after the date of award.

c) Anotional scrip dividend accrues on tha shares held in the Trust, The dividend is normally delivered in the form of shares and is released on vesting.
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41.  Cash flow statement

Adjustment for non-cash items and other accounts

Group __Company
2009 2008 2008 2008
Smilken Smillion Smillion Smilion
Depreciation and amortisation 538 465 239 155
Gain on disposal of property, plant and equipment (40) (10) {2} (M
Gain on disposal of investment securities and loan and receivable financial assets (592) {322} (156) (95}
Gain arising on repurchase of subordinated-liabilities (264) - (710) -
Gain arising on initial recognition and partial redemption of Visa Inc. shares - (i7) - {8)
Writedowns relating to asset backed securities 4 49 4 49 -
Movement in fair value hedges on avalable-for-sale assets 6 26 7 {20)
Amortisation of discounts and premiums of investment securities {762) (390) (553) (6}
Pension costs for defined benefit schemes 30 45 50 39
Impairment losses on loans and advances and other credit risk provisions 2,000 1,321 1,069 418
Dividend income from subsidiaries - - (273) (528)
Profit from associates {21} - - -
Other impairment 102 489 575 187
Gains arising on acquisition fair values and discount unwind (101) (120) (18) 3
Interest expense on subordinated liabilities 399 874 508 893
Loss/{gain) on sale of business 2 (123} - {1,463}
Total 1,301 2,267 740 {381}
Change in operating assets
Group Company
2009 2008 2009 2008
Smillion $million Smillion $million
Decrease/(increase} in derivative financial instruments 32,293 {47,138) 28,548 (40,192)
Decrease/(increase) in amounts due to parenis/subsidiaries 475 599 {5,075) (905)
Net (increase)/decrease in debt securities, treasury bills and equity shares held at fair
value through profit or loss {6,331) 7,590 {5,336) 6,788
Net {increase) in loans and advances to banks and customers (21,801) {39,160} (13,737) (27,526}
Decrease in pre-payments and accrued income 233 219 64 86
{Increase)/decrease in other assets 1,780) (5.667) 3,434 {13,133)
Total 3,089 (83,557) 7,898 {74.882)
¥ Amounts have been restated as explained in note 53.
Change in operating liabilities
Group Company
2009 2008" 2008 2008'
Smillion Smillion Smillion Smillion
{Decrease)/increase in derivative financial instruments (31,360) 44,943 (28,211) 30,594
Net increase in deposits from banks, customer accounts, debt securities in issue and
short positions 17,999 58,924 11,528 39,232
Increase in accruals and deferad income 163 " B54 266 517
{Decrease)/increase in other liabilities {1,036) {2,473} {4,622) 10,547
Total (14,234) 102,248 (21,039} 89,890

1 Amounts have been restated as explained in note 53.
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42, Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise the following balances with less than three months
maturity from the date of acquisition. Restricted balances comprisa minimum balances required to be held at central banks.

Group Company
2009 2008 2009 2008
Smillion Smillon $millian $milion
Cash and balances at central banks 18,131 24,161 11,800 17,678
Less restricted balances {4,971) (4,616) (2,380) (2,154)
Less cash and cash equivalents held in branches for sale - - - (100}
Treasury bills and other eligible bills 7,748 9,303 2,104 3,108
Loans and advances to banks 37127 3391 18,977 16,643
Trading securities 10,036 10,937 4,914 5,804
Total 68,071 73,696 35,415 41,170
43.  Capital commitments
Capital expenditure approved by the directors but not provided for in these accounts amounted to:
Group, Company
2009 2008 2009 2008
Smillion $million Smillion S$milion
Contracted . 36 46 30 42
44.  Operating lease commitments
Group
2009 2008
Premises Equipment Pramisas Equipment
Smillion Smillion Smillion Smilion
Commitments under non-cancellable operating leases expiring:
Within one year ) 271 258 2
Later than one year and less than five years 477 11 470 2
After five vears ) 487 - 509 -
1,235 19 1,237 4

During the year $257 million (2008: $240 million) was recognised as an expense in the income statement in respect of operating leases. The

Group leases various premises and equipment under non-cancellable operating lease agreements. The leases have various terms,

escalation clauses and renewal rights. The total future minimum sublease payments expected to be received under non-cancellable

subleases at 31 December 2009 are $4 milion (2008: $5 million).

Company
2009 - 2008

Pramises Equipment Premises Equipment
Smillign Smillion Smilllon Smillion

Commitments under non-cancellable operating leases expiring:
Within one year 107 . 1 120 2
Later than one year and less than five years 198 1 250 1
After five years 440 - 477 -
745 2 847 3

The Company leases various premises and equipment under non-cancellable operating lease agreements. The leases have various terms,
escalation clauses and renewal rights. The total future minimum sublease payments expected to be received under non-cancellable

subleases at 31 December 2009 are $nil million (2008: $ni million).
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45.  Contingent liabilities and commitments

The table below shows the contract or underying principal amounis and risk weighted amounts of unmatured off-balance sheet
fransactions 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 risk weighted amounts have been calculated in accordance with the FSA guidelines implementing the Basel Accord on capital
adequacy, after taking account of collateral and guarantees received.

Group
2009 2008
Contract or Contract or
underlying underlying
principal pringpal
. amount amount
Contingent liabilities’ Smillion $milllon
Guarantees and rrevocable letters of credit 28,731 28,057
QOther contingent liabilities : 9,927 11,494
38,658 39,545
Commitments’
Documentary credits and short term trade-related transactions 6,695 5,270
Forward asset purchases and forward deposits placed 874 40
Undrawn jormal standby facilities, credit linaes and other commitments to lend:
One year and over 20,616 14,450
Less than one year 20,729 14,903
Unconditionally cancellable 45,344 42,388
94,258 77,0581
Risk weighted amount:
Contingent liabilities 13,422 12,8272
Commitments 8,856 65,9672

'Includes amounts relating to the Group's share of its joint ventures

2 Amounts have been adjusted 1o present consistency with 2009, as a result of continuing refirements to Basel Il. This has not had an impact on the Group's
total risk weighted assets.

Company
2008 2008
Contract ar Conract or
underlying underlying
principal - principal
amount amount
Smilllon Smillion
Contingent liabilities
Guarantees and irrevocable letters of cradit : 20,157 19,577
Qther contingent liabilities ) 8,088 9,563
28,256 29,140
- Commitments
Documentary credits and short term trade-related transactions 4,775 3,769
Forward asset purchases and forward deposits placed - 40
Undrawn formal standby facilities, credit lines and other commitments to lend:
One year and over 16,918 11,481
Less than one year 4,671 4,396
Unconditionally cancellable 18,321 18,426
44,685 38,082

Contingent liabilities

Where the Group undertakes to make a payment on behalf of it's customers for guarantees issued such as for performance bonds or as
irevocable letters of credit as part of the Group's transaction banking business for which an obligation to make a payment has not arisen at
the reporting date those are included in thesae financial statements as Contingent liabflities.

Other contingent liabilities primarily include revocable letters of credit and bonds issued on behalf of customers to customns officials, for bids
or offers and as shipping guarantees.

Commitments

Where the Group has confirmed its intention to provide funds to a customer or on behalf of a customer in the form of loans, overdrafts,
future guarantess whether cancellable or not or letters of credit and the Group has not mads payments at the balance sheet date those
instruments are included in these financial statements as commitments.
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46. Repurchase and reverse repurchase agreements

The Group enters into collateralised reverse repurchase and repurchase agrsements and securities borowing and lending transactions. It
also receives securities as collateral for commercial lending.

Balance sheet assets

Group Campany
2009 2008 2009 2008
Reverse Reverse Reverse Reverse
repurchase repurchase repurchase repurchase
agreements agreements agreements agreemenis
Smillion Fmillion Smillion Smillion
Banks 1,192 1,578 1,123 1,256
Customers ' 1,603 4,833 1,599 3,788
2,795 6,411 2,722 5,044

Under reverse repurchase and securities borrowing arrangements, the Group obtains securities on terms which permit it to repledge or
resell the securities to others. Amounts on such terms are:

Grougp Company
2009 2008 2008 2008
Smillion Emillion Smillion Smilion
Securities and collateral which can be repledged or sold {at fair value) 2,624 5707 2,592 4,517
Thereof repledged/transferred to others for financing activities, to satisfy
commitments under short sale transactions or liahilities under sele and
repurchase agreements (at fair valug) 1,696 4,030 1,669 4,030
Balance sheet liabilities
Group Compan
2009 2008 2009 2008
Repurchase Repurchase Repurchase Repurchase
agreements agresmems agreements agreemmts
Smillion Smillion Smillion Srilllon
Banks 1,567 5,053 571 3,978
Customers 380 5177 314 5,158
1,947 10.230 885 9,136

Collateral pledged against these liabilities is disclosed in note 22, The terms and conditions rélating to the collateral pledged typically
permits the collateral to be sold or repledged, subject to the obligation to return the collateral at the end of the agreement.
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47.  Financial risk management

The management of risk lies at the heart of Standard Chartered’s business. One of the main risks we incur arises from extending credit to
customers through our trading and lending operations. Beyond credit risk, we are alsc exposed 1o a range of other rigk types such as country,
market, liquidity, operational, regulatory, pension, reputational and other risks which are inherent to our strategy, product range and
geographical coverage.

Risk management framework
Effective risk management is fundamental to being able to generate profits consistently and sustainably and is thus a central part of the
financial and oparational management of Standard Chartered.

Through our risk management framework we rhanage enterprise-wide risks, with the objective of maximising risk-adjusted returns while
remaining within our risk appetite.

As part of this framework, we use a set of principles that describe the risk management culture we wish to sustain:

* Balancing risk and reward: risk is taken in support of the requirements of our stakeholders, in ling with our strategy and within our risk
appetita;

Responsibility: it is the responsibility of all employees to ensure that risk-taking is disciplined and focused. Wa take account of our social,
environmental and ethical responsibilities in taking risk to produce a return;

Accountability: risk Is taken only within agreed authorities and where there is appropriate infrastructure and resource. All risk-taking must
he transparent, controlled and reported;

« Anticipation: We seek 1o anticipate future risks and maximise awareness of all risks; and
» Competitive advantage: We seek competitive advantage through efficient and effective risk management and control,

Risk governance

Uttimate responsibility for setting our risk appetite and for the effective management of risk rests with the Board of Standard Chartered PLC
(the Board). Executive responsibility for risk management is held by the Standard Chartered Bank Court {the Court) which comprises the
Group executive directors and other directors of Standard Chartered Bank.

The Court delegates authority for the management of risk io several committees.

The Group Risk Committee (GRC) is responsible for the management of all risks other than those delegated by the Court to the Group Asset
and Liability Committee {GALCO} and the Group Pensions Executive Committee. The GRC is responsible for the establishment of, and
compliance with, policies relating to credit risk, country risk, market risk, operational risk, regulatory risk and reputational risk. The GRC also
defines our ovarall risk management framework.

The GALCO is responsible for the managemant of capital ratios and the establishment of, and compliance with, policies relating to balance
sheet management, including management of our liquidity, capital adequacy and structural foreign exchange rate risk.

The Group Pensions Executive Committee is responsible for the management of pension rigk.

Members of the Court are also members of both the GRC and GALCO. The GRC is chaired by the Group Chief Risk Officer {GCRO). The
GALCQ is chaired by the Group Finance Director.

Risk limits and risk exposure approval authority frameworks are set by the GRC in respect of credit risk, country risk and market risk. The
GALCO sets the approval authority framework in respect of liquidity risk. Risk approval authorities may be exercised by risk committees or
authorised individuals.

Acting within an authority delegated by the Board, the Audit and Risk Committee (ARC), whose members are all non-executive diractors of the
Group, reviews specific risk areas and monitors the activities of the GRC and GALCO. The ARC receives regular reports on risk management,
including our portfolio trends, policies and standards, adherence with internal controls, regulatory compliance, liquidity and capital adequacy,
and is autherised 1o investigate or seek any information relating to an activity within its terms of reference. As of 4 March 2010, the ARC wil be
split into a Board Risk Committee (BRC} and a Board Audit Committea.

The committee governance structure ensures that risk-taking authority and risk management policies are cascaded down from the Board
through to the appropriate functional, divisional and country-level committees. Information regarding material risk issues and compliance with
policies and standards is communicated through the country, business and functional committeas up to the Group-level committees.

Business governance and functional heads are accountable for risk management in thelr businesses and funetions, and for countries where
they have govemance responsibilities. This includes:

» implementing across all business activities the policies and standards as agreed by the Group-level risk committees;
» managing risk in line with appetite levels agreed by the Group-level risk committees; and
» developing and maintaining appropriate risk management infrastructure and systems to facilitate compliance with risk policies.

The GCRO directly manages a risk function which is separate from the origination, trading and sales functions of the businesses, The GCRO
also chairs the GRC and is 2 member of the Group Management Committes. Chief Risk Officers for both Wholesale and Consumer Banking
have their primary reporting lines into the GCRO. Country Chief Risk Officers take overall responsibility for risk within our principal countries.

The Risk function is responsible for upholding the integrity of our risk/retum decisions, and in particular for ensuring that risks are properly
assessed, that risk/return decisions are made transparently on the basis of this proper assessment, and are controlled in accordance with our
standards.
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47.  Financial risk management

The Risk function is independent of the origination and sales functions to ensure that the necessary balance in risk/return decisions is not
compromised by short-term pressures to generale revenues.

The Risk function is also responsible for maintaining our Risk Management Framework (RMF), ensuring it remains appropriate to our activities,
and is effectively communicated and implemented across the Group. The Risk function also administers our Rigk-related govemance and
reporting processes.

Our RMF identifies the rigk types to which we are exposed, each of which is conirolled by a designated risk type owner (RTO}. The major risk
types are described individually in the following sections. The RTOs have responsibility for establishing minimum standards and for
implementing governance and assurance processes. The RTOs report up through spegcialist risk commitiees to the GRC or GALCO,

Group Internal Audit is a separate Group function that reports to the Chairman of the ARC and 1o the Group Chief Executive, [t provides
independent confirmation of compliance with Group and business standards, policies and procedures. Where necessary, it will recommend
corrective action to restore or maintain such standards.

Risk appetite

We manage our risks to build a sustainable franchise in the interests of all our stakeholders.

Risk appetite is an expression of the amount of risk we are willing to take in pursuit of our strategic objectives, reflecting our capacity to
sustain losses and continue to meet our obligations arising from a range of different stress trading conditions.

We define our risk appetite in terms of both volatility of earnings and the maintenance of minimum regulatory capital requirements under stress
scenarios. We also define a risk appetite with respect to liquidity risks and reputational risk.

Our quantitative risk profile is assessed through a 'bottom-up’ analytical approach covering all of our major businesses, countries and
products. The risk appetite is approved by the Board and forms the basis for establishing the risk parameters within which the businesses
must operate, including pelicies, concentration limits and business mix.

The GRC is responsible for ensuring that our risk profile is managed in compliance with the risk appetite set by the Board.

Stress testing

Stress testing and scenario analysis are used to assess the financial and management capability of Standard Chartered to continue operating
effectively under extreme but plausible trading conditions. Such conditions may arise from economic, legal, political, environmental and social
factors.

Qur stress testing framework is designed to:

= contribute to the setting and monitoring of risk appetite;

s identify key risks to our strategy, financial position, and reputation;

* examing the nature and dynamics of the risk profile and assess the impact of stresses on our profitablity and business plans;
* ensure effective governance, processes and systems are in place to co-ordinate and integrate stress testing;

* inform senior management; and

» ensure adherence to regulatory requirements,

A stress-testing forum, led by the Risk function with participation from the businesses, Group Finance, Global Research and Group Treasury,
aims to ensure that the earnings and capital implications of specific stress scenarios are fully understood. The stress-testing forum generates
and cansiders pertinent and plausible scenarios that have the potential to adversely affect our business.

In 2008, stress testing activity was intensified at country, business and Group levels, with specific focus on certain asset classes, customer
segments and the potential impact of macrosconomic factors, Stress tests have taken into consideration possible future scenarios that could
arise as a result of the development of prevafling market conditions.

Stress testing themes such as inflation, US dellar depreciation, declines in asset values, Swine flu, or potential border conflicts are coordinated
by the stress testing forum to ensure consistency of impacts on different risk types or countries. Specific stress tests for country or risk type
are also performed, Examples of risk type stress testing are covered in the section on Market risk.
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Risk weighted assets

2009 2008
Smillion Smilllon
Consumer Banking 53,215 52,124
Wholesale Banking 160,708 136,697
Total risk weighted assets 213,923 188.821
Hong Kong 24,706 21,072
Singapore 21,531 15,064
Korea 26,093 27,020
Other Asia Pacific! . 11,276 37,053
India 17,381 15,578
Middle East & Other S Asia 28,727 22,070
Africa 10,228 7,247
Americas, UK & Europe 52,921 51,744
222,863 196,848
Less ! Intra-group balances? (8,940} (8,027)
Total risk weighted assets 213,023 188,821

! Olher APR includes Malaysia risk weighted assets of 7,041 milion {2008: $6,314 million).
2 Intra-group balances are netted in calculating capital ratios.

Risk weighted assets (RWA) increased by $25 billion or 13 per cent cornpared to 2008, largely driven through Wholesale Banking, whose
RWA increased by $24 bilion, or 18 per cent. RWA growih was concenirated in Singapore, Hong Kong and MESA.

Credit risk RWA increased by $12 billion, or 7 per cent, largely driven by downgrades in Wholesale Banking resulting in an increase of $13
bilion as a result of credit migration. The rate of credit migration eased in the second half of the year, accounting for $2 billion of the $13 bilion
during the year. Asset growth was muted resulting in an RWA increase of $1.8 billion whereas savings through RWA efficiencies ($5.2billion)
were higher through collaterals, betier data capture and lower risk weighting of the product mix. Against this savings through the use of
CDOs decreased by $1.6 bilion due to chalenging market conditions. In Consumer Banking the RWA growth was mora muted and mainly
driven by increases in Other APR, secured on real estate property and SME portfolios, and Singapore, due to the increase in cards,
mortgages, SME and Private Banking, partly off-set by a decline in Retail and Personal Loans.

Market risk RWA increased by $11 billion, or 116 per cent, in line with increased trading in energy-related products and as a result of changes
in methodology as advised by the FSA in respect of credit defauit swaps.

Operational risk RWA increased by $2 billlon, or 13 per cent, and given that it is primarily determined by the change in income drivers over a
roling three year time horizon, the growth reflects the strong performance of the Whelasale Banking businesses over that period.
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48.  Gountry cross-border risk

Country cross border risk is the risk that we will be unable to obtain payment from our customers or third parties on their contractual
obligations as a result of certain actions taken by foreign governments, chiefly relating to corvertibility and transferability of foreign cumency.

The GRC is responsible for the Group’s country cross border risk imits and delegates the setting and management of the country mits to the
Group Country Risk function.

The business and country Chief Executive Officers manage exposures within these limits and policies. Countries designated as higher risk are
subject to increased central moritoring.

Cross border assets comprise loans and advances, interest-bearing deposits with other banks, trade and other bills, acceptances, amounts

- receivable under {finance leases, derivatives, certificates of deposit and other negotiable paper, investment securities and formal commitments
where the counterparty is resident in a country other than that where the assets are recorded. Cross border assets also include exposures to
local residents dencominated in currencies other than the local currency.

Cross border exposure to China, India, Hong Kong, Singapore and UAE has risen significantly which reflects our focus and continued
expansion in our core countries and the execution of underlying business strategies in these key markets.

Cross border exposure to UAE has increased as we grew our Abu Dhabi portfolio. In South Korea growth in the wholesale banking business
has been offset by a significant reduction in the marked to market positions on our derivative exposure and short term exposure fo the USA
has continued to expand primarily in support of our substantial clearing capabilities.

Cross border exposura to countries in which the Group does not have a significant presence predominantly relates to short-dated money
market and some global corporate activity. This business is originated in our key markets, but is conducted with counterparties domiciled in
the country against which the exposure is reported, as indicated by the increased positions on France, Australia, Netherlands and Switzerland

The following table, based on the Group’s intemal country cross border risk reporting requirements, shows cross border outstandings where
they exceed one per cent of the Group's total assets

2008 2008
One year Over One year Over

of less one year Total or less ong year Total

Smillion Smillion Smillion Smillion Smillion $milion

us 14,484 5,604 20,088 12,839 5,449 18,288
India 8,370 10470 18,840 8,806 6,862 15,668
Hong Kong 12,410 4,856 17,266 9,481 4,136 13,617
Singapore ‘ 13,135 3,411 16,548 9,715 3,003 12,718
South Korea 8,555 6,500 15,055 8,803 7,040 15,843
United Arab Emirates 5,807 9,071 14,878 5,989 4546 10,635
China 5,979 4,007 9,986 4,480 3,292 7,772
France 5,680 2,328 8,008 3,071 1,835 4,806
Australia 2,466 2,566 5,032 2,000 1,562 3,652
Netherlands 2,350 2,461 4,811 2,445 1,648 4,093

Switzerland 2,844 1,638 4,482 3,147 523 3,770
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We recognise market risk as the risk of loss resutting from changes in market prices and rates. We are exposed to market risk arising
principally from customer-driven transactions. The objective of our market risk policies and processes is to obtain the best balance of risk and
return whilst meeting customers’ requirements.

The primary categories of market risk for Standard Chartered are:
» Interest rate risk: arising from changes in yield curves, credit spreads and implied volatiities on interest rate options;
» Currency exchange rate risk: arising from changes in exchange rates and implied volatilities on foreign exchange options;

* Commodity price risk: arising from changes in commadity prices and commadity option implied volatilities; covering energy, precious
metals, base metals and agriculture; and

= Equity price risk: arising from changes in the prices of equities, equity indices, equity baskets and implied volatiliies on related options.

Market risk governance
The Group Risk Committee (GRC} approves our market risk appetite taking account of market volatility, the range of traded products and
asset classes, business volumes and transaction sizes. Market risk appetite has remained broadly stable in 2009.

The Group Market Risk Committee (GMRC), under authority delegated by the GRC, is responsible for setting Value at Risk (VaR) and stress
loss limits for market risk within our risk appetite. The GMRC is also responsible for policies and other standards for the control of market risk
and overseeing their effective implementation. These policies cover both trading and non-trading books of the Group. The trading book is
defined as per the FSA Handbook’s Prudential Sourcebook for Banks, Building Societies and Investment Firms (BIPRL). This is more
restrictive than the broader definition within IAS 39 ‘Financial [nstruments; Recognition and Measurement’, as the FSA only permits certain
types of financial instruments or arangements to be included within the trading book, Limits by location and portfolio are proposed by the
businesses within the terms of agreed policy.

Group Market Risk (GMR) approves the limits within delegated authorities and monitors exposures against these limits. Additional limits are
placed on specific instruments and position concentrations where appropriate. Sensitivity measures are used in addition to VaR as risk
management tools. For example, interest rate sensitivity is measured in terms of exposure to a one basis point increase in yields, whereas
foreign exchange, commodity and equity sensitivities are measured in terms of the underlying values or amounts involved. Option risks are
conirolled through revaluation limits on underlying price and volatility shifts, limits on volatility risk and other variables that determine the
options’' value.

Value at Risk ('VaR’)

We measure the risk of losses arising from future potential adverse movernents in market rates, prices and volatilties using a VaR
methodology. VaR, in general, is 2 quantitative measure of market risk which applies recent historic market conditions to estimate the potential
future loss in market value that will not be exceeded in a set time period at a set statistical confidence level. VaR provides a consistent
measure that can be applied across trading businesses and products over time and can be set against actual daily trading profit and loss
outcome,

VaR is calculated for expected movements over a minimum of ane business day and to a confidence level of 97.5 per cent. This confidence
level suggests that potential daily losses, in excess of the VaR measure, are likely to be experienced six times per year,

We apply two VaR methodologies:

* Historic simulation: involves the 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 approach is applied for general market risk factors.

+ Monte Carlo simulation: this methodology is similar to historic simulation but with considerably more input risk factor observations. These
are generated by random sampling techniques, but the results retain the essential variabllity and correlations of historically observed risk
factor changes. This approach is applied for credit spread VaR.

Both methods apply an historical observation period of one vear.

VaR is calculated as cur exposure as at the close of business, generally London time, Intra-day risk levels may vary from those reported at the
end of the day.

Back testing

To assess their predictive power, VaR models are back tested against actual results. In 2008 there was only ¢ne exception in the regulatory
back testing, compared with three in 2008. This is well within the ‘green zone’ applied internationally to intemal models by bank supervisors,
and implies that model reliability is statistically greater than 95 per cent.

Stress testing
Losses beyand the confidence interval are not captured by a VaR calculation, which therefore gives no indication of the size of unexpected
losses in these situations,

Group Market Risk complements the VaR measurement by weekly stress testing of market risk exposures to highlight the potential risk that
may arise from extreme market events that are rare but plausible.

Stress testing is an integral part of the market risk management framework and considers both historical market events and forward-looking
scenarios. A consistent stress testing methodology is applied to trading and non-trading books.

The stress testing methodology assumes that scope for management action would be limited during a stress event, reflecting the decrease in
market iquidity that often occurs. . :
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Stress scenarios are regularly updated to reflect changes in risk profile and economic events. The Group Market Risk Committes has
responsibility for reviewing stress exposures and, where necessary, enforcing reductions in overall market risk exposure. The GRG considers
stress testing results as part of its supervision of risk appetite.

Regular siress test scenarios are applied to interest rates, credit spreads, exchange rates, commodity prices and equity prices. This covers all
asset classes in the Financial Markets banking and trading books.

Ad hoc scenarios are also prepared reflecting specific market conditions and for particular concentrations of risk that arise within the
businesses.

Market risk changes

Total average VaR rose in 2009 against 2008, This stemmed mainly from the non-irading book VaR, and reflected sharp increases in the
volatility of credit spreads that followed the collapse of Lehrnan Brothers in September 2008. The one year historic data window applied as an
input 1o the VaR model continued to reflect this period of particularly high credit spread volatility throughout most of 2009, Average trading
book VaR rose slightiy in 2008, with Commodities and Equities VaR increasing as these businesses continue to expand their activities.

Securities classed as loans and receivables or held to maturity were removed from VaR in June 2008. These non-traded securities are
accounted for on an amortised cost basls, so market price movements have no effect on either profit and loss or reserves. This alignment of
VaR with accounting treatment resulted in an $8.6 million reduction in total VaR at the time of implementation. The inclusion of the listed part
of our private equity portiolio in nen-trading VaR from October 2009 resulted in a $3 million increase in total VaR.

Group
Datly value at risk (VaR at 97.5%, 1 day)
2009 2008

X Average High?® Low? Actual Average High? Low® Actual
Trading and Non-trading gmillion Smillion $million Smillion Smilion Smilign Smilien Smilion
Interest rate risk’ 373 46.7 24.7 255 25.1 376 14,2 36.7
Foreign exchange risk 7.8 16.1 3.5 5.0 6.0 8.7 3.3 4.8
Commodity sk 3.0 5.5 1.3 3.7 1.3 2.4 0.6 2.9
Equity risk 4.3 11.1 1.1 10.8 1.4 2.4 0.5 0.8
Total 38.9 47.9 27.6 31.8 31.5 42.5 17.8 41.7
Trading
Interest rate risk’ 11.7 17.8 8.7 10.5 12.0 16.0 8.5 9.3
Foreign exchange risk 7.8 16.1 3.5 5.0 6.0 8.7 3.3 4.8
Commocedity risk ' 3.0 5.5 1.3 3.7 1.3 2.4 0.6 2.1
Equity risk 27 3.6 1.0 2.5 1.4 2.4 0.5 0.8
Total 14.5 19.3 9.9 13.2 14.2 20.6 9.2 9.8
Non-trading
Interest rate risk’ 324 41.0 20.8 22.2 18.8 39.6 106 388
Equity riskS . 1.8 9.9 - 9.4 - - - -
Tolal? 32.7 a1.0° 226 23.5 19.8 39.6 10.6 38.8

!Interest rate risk VaR includes credit spread risk arising from securities held for trading or available-for-sale.
2The iotal VaR shown in the tables above is not a sum of the component risks due to offsets between them,
3Highest and lowest VaR for each risk factor are independent and usually ecour on different days.

4 Actual one day VaR as at period end date.

5Non-trading equity risk VaR was Included only from Octaber 2009, For the perlod Octaber to December 2008, non-trading equity risk VaR average was $9.1
milicn, with a low of $8.7 million.

Average daily income earned from market risk related activities

2009 2008
Trading Smillion $million
Interest rate risk 5.0 3.4
Foreign exghange rigk 5.3 5.1
Commodity risk 1.0 0.6
Equity risk 0.4 -
Total ' 11.7 9.1
Non-Trading
Interast rate risk 4.5 3.2
Total 4.5 3.2
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Company
Daily Value at Risk (VaR at 97.5%, 1 Day}

2009 2008

Trading and non-trading Smillion $miltion
Interest rate risk’ 20.3 30.1
Forelgn exchange risk 4.7 5.1
Commodity risk 3.7 2.1
Equity risk ' 108 0.8
To_tal2 241 31.0
. 2009 2008
Trading Smillion Smiltion
Interest rate risk’ 103 10.0
Foreign exchange risk 4.7 8.1
Commodity risk 37 2.1
Equity risk 25 0.8
Total 11.8 11.4
2009 2008

Non-trading Smillian Smillion
Interest rate risk’ 157 33.1
Equity risk 9.1 -
Total 19.4 33.1

Vinterest rate risk VaR includes credit spread risk arising from securities held for rading cr available-for-sale.
2The total VaR shown in the tables above is not a sum of the component risks due to offsets between them.

Market risk VaR coverage

Interest rate risk from across the non-trading book portfolios is transferred to Financial Markets whers it is managed by local Asset and Liability
Management {ALM) desks under the supervision of local Asset and Liahility Committegs (ALCO), The ALM desks deal in the market in
approved financial instruments in order to manage the net interest rate risk, subject to approved VaR and risk limits. The interest rate risk on
securities issued by Group Treasury Is hedged to floating rate and is not included within Group VaR.

VaR and siress tests are therefore applied to non-trading baok exposures in the same way as for the trading book, including listed available
for sale securities. Securities classed as 'loans and receivables’ or 'held to maturity’ are not reflected in VaR or stress tests since they are
accounted on an amortised cost basis, so market price movements have no eflect on either profit and loss or reserves.

Foreign exchange risk on the non-trading book portfclios is minimised by match funding assets and liabilities in the same currency. Structural
foreign exchange currency risks are not included within Group VaR.

Equity risk relating to non-listed private equity and strategic investments is not included within the VaR. It is separately managed through
delegated limits for both investment and divestment, and is also subject to regular review by an investment committes.
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Credit risk is tha risk that a counterparty to a financial transaction will fail to discharge an obfigation, resulting in financial loss to Standard
Chartered. Credit exposures may arise from both the banking and trading books. ’

Credit risk is managed through a framework that sets out policies and procedures covering the measurement and management of credit risk.
There is a clear segregation of duties between transaction originators in the businesses and approvers in the Risk function. All credit exposure
limits are approved within a defined credit approval authority framework.

Credit policies
Group-wide credit policies and standards are considered and approved by the Group Risk Gommittee, which also oversess the delegation of
credit approval and loan impairment provisioning authorities.

Policigs and procedures specific to each business are established by authorised risk committees within Whaolesale and Consumer Banking.
These are consistent with our Group-wide credit policies, but are more detailed and adapted to reflect the different risk environments and
portfolio characteristics.

Credit rating and measurement
Risk measurement plays a central role, along with judgernent and experience, in informing risk-taking and portfolio management decisions. It
is a primary area for sustained investment and senior management attention,

For IRB portfolios, a standard alphanumeric credit risk grade (CG}) system is used in both Wholesale and Consumer Banking. The grading is
based on our internal estimate of probability of default over a one-year horizon, with customers or portfolios assessed against a range of
quantitative and qualitative factors. The numeric grades run from 1 to 14 and some of the grades are further sub-classified A, B or C. Lower
credit grades are indicative of a lower likefihood of default. Credit grades 1A to 12C are assigned to performing customers or accounts, while
credit grades 13 and 14 are assigned to non-performing or defaulied customers.

Our credit grades in Wholesale Banking are not intended to replicate extemal credit grades, and ratings assigned by external ratings agencies
are not used in determining our internal credit grades. Nonetheless, as the factors used to grade a borower may be similar, a borrower rated
poorly by an external rating agency is typically assigned a worse internal credit grade,

Advanced IRB models cover a substantial majority of our exposures and are used extensively in assessing risks at customer and portfolio
level, setting strategy and optimising our risk-retum decisions.

For IRB portfolios, risk measurement models are approved by the responsible risk committee, on the recommendation of the Group Model
Agsessment Committee (MAC). The MAC supports risk committees in ensuring risk identification and measurement capabilities are objective
and consistent, so that risk control and risk origination decisions are properly informed. Prior to review by the MAG, all IRB models are
validated in detail by & model validation team, which is separate from the teams which develop and maintain the models. Models undergo a
detalled annual review, Such reviews are also triggered if the performance of a model deteriorates materially against predetermined
thresholds during the ongoing model performance monitoring process.

Credit approval
Major eredit exposures to individual counterparties, groups of connected counterparties and portfolios of retail exposures are reviewed and
approved by the Group Credit Committes (GCC). The GCC derives its authority from the GRC.

All other credit approval authorities are delegated by the GRC to individuals based both on their judgement and experience and a risk-
adjusted scale which takas account of the estimated maximum potential loss from a given customer or portfolio. Credit origination and
approval roles are segregated in all but a very few authorised cases. In those very few exceptions where they are not, originators can only
approve limited exposures within defined risk parameters.

Concentration risk

Credit concentration risk is managed within concentration caps set by counterparty or groups of connected counterparties, by industry
sector and country in Wholesale Banking; and by product and country in Consumer Banking. Additional targets are set and monitored for
concentrations by credit rating.

Credit concentrations are monitored by the responsible risk committees in each of the businesses and congenitration limits that are material
to the Group are reviewed and approved at least annually by the Group Credit Committes.

Credit monitoring
We regularly monitor credit exposures, portfolio performance, and external trends which may impact risk management outcomes.

Internal risk management reports are presented to risk committees, containing information on key environmental, pofitical and economic
trends across major portfolios and countries; portfolio definguency and loan impairment performance; as well as IRB portiolio metrics
including ¢redit grade migration

The Wholesale Banking Credit Issues Forum, which is a sub-committee of the Wholesale Banking Risk Committes, meets regularly to
assess the impact of external events and trends on the Wholesale Banking credit risk portfolic and to define and implement our response in
terms of appropriate changes to portfolio shape, underwriting standards, risk policy and procedures.

Corporate accounts or portfolios are placed on Early Alert {EA) when they display signs of weakness or financial detericration, for example,
where there is a decline in the customer's position within the industry, a breach of covenants, non-performance of an obligation, or there are
issues relating to ownership or management.

Such accounts and portiolios are subjected to a dedicated process overseen by Grouy Speclal Assets Management (GSAM), our specialist
recovery unit. Account plans are re-evaluated and remedial actions are agreed and monitored. Remedial actions include, but are not limited
1o, exposure reduction, security enhancement, exiting the account or immediate movement of the account into the control of GSAM.
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In Consumer Banking, portolio delinguency trends are monitored continuously at a detafled lavel. Individual customer behaviour is also
tracked and informs lending decisions. Accounts which are past due are subject to a collections process, managed independently by the
Risk function. Charged-off accounts are managed by specialist recovery teams. In some ¢ounitries, aspacts of collections and recovery
functions are cutsourced.

The SME business is managed within Consumer Banking in two distinct segments: small businesses and medium enterprises, differentiated
by the annual turnover of the counterparty. Medium enterprise accounts are monitored in line with Wholesale Banking proceduras, whils
small business accounts are monitored in line with other Consumer Banking accounts.

Medium enterprise and private banking past due accounts are managed by GSAM.

Credit mitigation

Potential credit losses from any glven account, customer or portiolio are mitigated using a range of tools such as callateral, netting
agraements, credit insurance, credit derivatives and other guarantees. The reliance that can be pleced on these mitigants is carefully
assessed in light of issues such as legal certainty and enforceability, market valuation correlation and counterparty risk of the guarantor.

Risk mitigation policies determine the eligibility of collateral tynes. Collateral types which are efigible for risk mitigation include: cash;
residential, commercial and industrial property; fixed assets such as motor vehicles, aircraft, plarit and machinery; marketable securities;
commodities; bank guarantees; and letters of credit. Standard Chartered also enters into collateralised reverse repurchase agreements.

Collateral is valued in accordanca with our risk mitigation policy, which prescribes the frequency of valuation for different collateral types,
based on the level of price volatility of each type of collateral and the nature of the underlying product or risk exposure. Collateral held
against impaired lcans is maintained at fair value.

Where appropriate, credit derivatives are used to reduce credit risks in the portfolio. Pue to their potential impact on income volatility, such
derivatives are used in a controlled manner with reference 1o their expected volatllity.

Traded products
Credit risk from traded produsts is managed within the overall credit risk appetite for corporates and financial institutions.

The credit risk exposure from traded products is derived from the positive mark-to-market value of the underlying instruments, and an
additional component to cater for potential market movements.

For derivative contracts, we limit our exposure to credit losses in the event of default by entering into master netting agreements with cartain
counterparties. As required by IAS 32, exposures are not presented net in the financial statements.

In addition, we enter into Credit Support Annexes (CSA) with counterparties where collateral is deerned a necessary or desirable mitigant to
the exposure, Under a variation margin process, additional collateral is called from the counterparty if total uncollateralised mark-to-market
axposure exceeds the threshold and minimum transfer amount specified in the CSA. With certain counterparties, the CSA is bilateral and
requires us to post collateral if the overall mark-to-market value of positions Is in the counterparty’s favour and exceeds an agreed threshold.

Securities

within Wholesale Banking, the Underwriting Committee approves the portfolio limits and parameters by business unit for the underwriting
and purchase of all pre-defined securities assets to be held for sale. The Underwriting Commitiee is established under the authority of the
GRC. Wholesale Banking operates within set imits, which include country, single issuer, holding period and credit grade limits.

Day-to-day credit risk management activities for traded securities are carrded out by Traded Credit Risk Management \;vhose activities
include oversight and approval of temporary excesses within the levels delegated by the Underwriting Committee. Issuer credit risk,
including settlenent and pre-settiement risk, is cortrolled by Wholesale Banking Credit Risk, while price risk is controlled by Group Market
Risk.

The Underwriting Gommittea approves individual proposals to underwrite new corporate security issues. Where an underwritten security is
held for a period longer than the target sell-down period, the final decision on whether to sell the position rests with the Risk Function.
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Maximum exposure to credit risk

The table below presents the Group and Company's maximum exposure to credit risk of their balance sheet and off-balance sheet financial
Instruments at 31 December 2009, before taking into account any collateral held or other credit enhancements. For on-balance sheet
instruments, the maximum exposure to credit risk is the carrying amount reported on the balance sheet. For off-balance sheet instruments,
the maximum exposure to credtt risk represents the contractual nominal amounts.

As set out in note 18, the Group has entered into synthetic loan securitisations and synihetic trade receivable securitisations on which it has
mitigated certain of the credit risks. In respect of derivative financial instruments, $30,539 million (2008: $45,896 million) is available for offset
as a result of master netting agreements which do not, however, meet the criteria under IAS 32 to enable these balances to be presented
on a net basis in the financial statements as in the ordinary course of business they are not intended to be seftied net.

Collateral is held to mitigate the credit risk exposures primarily in respect of loans and advances, and consisting of residential, commercial
and industrial properties, securities and other assets such as plant and machinery.

The Group’s maximum exposure to credit risk has increased by $21 biflion compared to 2008, primarily due to growth in lending to banks
and customers and credit commitments, offset by a decline in derivatives. Growth in lending of $28.4 billion was split between loans to
banks, which increased $4.9 bilion, Gonsumer Banking, which increased by $13.9 billion compared to 2008 as mortgage balances
increased, and Wholesale Banking, which increased $9.6 billion largely through increased lending to the Transport and Commerce sectors.
Credit commiiments increased $12.0 billion as corporate credit lines were increased. Offsetting this, derivatives declined $31.5 billion,
driven by reduced volatility as notionals remained largely flat.

Group Campany
2009 2008 2009 2008
Smillion gmillan Smiltion Srmiflion
Financial assets held at fair value through profit or loss' 21,229 14,800 14,385 9,111
Derivative financial instruments 38,218 69,657 35,207 63,480
Loans and advances to banks and customers 249,176 220,758 112,456 95,652
Investment securities 74,079 67,749 31,265 32,115
Contingent liabilities 38,658 39,545 28,256 29,140
Undrawn irrevocable standby facilities, credit lines

and other commitments to lend 41,345 28,353 21,589 15,847
462,705 441,863 243,158 245,345

! Excludes equity shares. ’

Summary analysis of the loan portfolio

Group
2009 2008
Loans to Loans to Loans to Loans to
customers =  customers - Total customers — customers — Total
Loans to Cansumer Wholesale loans to Loans to Consumer Wholesale loans to
banks Banking Banking custamers tanks Banking Banking customers
Smillion Smilllgn Smillion Smillien Smillign Smillipn Smilion Smillicn
- Individually impaired loans, net of
provisions 154 492 1,159 1,651 18 519 812 1,331
Past due but not impaired loans 2 3,389 538 3,927 53 4,391 7N 5,182
Neither past due nor impaired :
loans 52,778 90,702 106,397 197,099 47,879 75,754 96,896 172,650
Total loans and advances 52,934 94,583 108,094 202,677 47,950 80,664 98,499 178,163
Portfelio impairment provision (2} (519) (355) (874) (6) (449) {202} (651)
52,932 94,064 107,739 201,803 47944 = 80215 98,297 178,512
Of which
Loans and advances held at
fair valug 2,048 - 3,511 3,511 1,363 — 4,334 4,334
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Company .
2009 2008
Loans to Loans to Loans to Loans to
customers -  customers - Total customers — customers — Total
Loans to Consumer Wholesale loans to Loans to Consumer Wholesala loans to
banks Banking Banking customers banks Banking Banking customers
Smillion Smillion Smitlion Smillion Smillign, $million Smilllon $million
Individually impaired loans, net of
provisions 49 93 697 790 - 48 439 487
Past due but not impaired loans 2 999 216 1,215 20 1,305 490 1,795
Neither past due nor impaired
loans 25,382 24,155 66,715 90,870 22,499 18,234 58,265 76,499
Total loans and advances 25,433 25,247 67,628 92,875 22,519 19,587 ° 59,194 78,781
Portfolic impalrment provision {1 (213) {225) {438) ) {132) (107} {239)
25,432 25,034 67,403 92,437 22,518 19,455 59,087 78,542
Of which:
Loans and advances held at
fair value 2,043 - 3,370 3,370 1,351 - 4,057 4,057

Loans and advances past due but not individually impaired

The following table sets out the ageing of loans and advances which are past due and for which no individual impairment provision has been
raised. A loan is considered to be past dus when the counterparty has failed to make a principal or interest payment when contractually
due. Past due does not necessarily mean that a loan is impaired.

Individual impairment provisions are generally raised at 90 days past due, with the exception of mortgages in Consumer Banking, where
individual impairment provisions are raised after 150 days past due. Individual impaired loans for Consumer Banking will therafors not
equate o those loans reported as non-performing on page 79. As described on page 78 prior to the raising of an individual impairment
provision, impairment on these loans is captured within the portfolio impairment provision.

Group
2008 2008
Loans to Loans to Loans o Loans to
customers —  customers — Total customers — customers — Total
Leans to Consumet Wholesale loans to Laans to Consumer Wholesale loans to
banks Banking Banking customers banks Banking Banking customers
Smillion Smillion Smillion Smillion Smilllon Smillion S$miflion Smillion
Up to 30 days past due 2 2,522 359 2,891 44 3,268 566 3,834
Between 31-60 days past due - 406 98 504 - 515 75 580
Between 61-00 days past due - 239 71 o - 283 150 433
Between 91-150 days past due - 222 - 222 e] 325 - 325
2 3,389 538 - 3,927 53 4,391 791 5,182
Estimated fair value of

collateral held - 1,980 458 2,438 — 1,964 185 2,146
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Company
2008 20CB
Loans to Loans to Loans to Loans to
customers =  customers - Total customers — customers — Total
Loans to Consumer Wholesale loans to Loans to Consumer Wholesale loans to
banks Banking Banking customers banks Banking Banking CLUSOMErs
$million Smillion Smillion Smillion Smillion Smilion Smillign Smillign
Up to 30 days past due 2 662 193 855 20 a75 400 1,375
Between 31-60 days past due - 155 21 176 - 1585 32 187
Between 61-90 days past due - 93 2 a5 . - 87 58 145
Between 91-150 days past due - 89 - 89 - 88 - &8
2 999 216 1,215 20 1,305 430 1,795
Estimated fair value of

collateral held - 588 100 688 = 458 50 508
Up to 30 days past due 2 662 193 855 20 975 400 1,375

Collateral held against Consumer Banking loans and Wholesale Banking loans largely comprises residential and commercial property and
property and securities respectively. Where the fair value of collateral held exceeds the outstanding loan, any excess is paid back to the
customers and is not available for offset against other loans.

Loans and advances neither past due nor impaired

The following table sets out an analysis of loans and advances by internal credit grading which are not past due and for which no individual
impairment provision has been raised. The credit gradings set out in the table below are based on a probability of default measure as set
out on page 138. The banding reflects management’s segmentation of the credit risk grades.

The increase in loans to banks compared to 2008 is as a result of the placement of excess liquidity with high quality bank counterparties,
resulting in an improvement in the proportion lant to counterparties within credit grades 1 to 5.

Within loans to customers, the proportion of the loan beok falling within credit grades 1 to 5 has remained at 45 per cent. The proportion of
grade 12 loans has increased to two per cent of the loans to customers portfalio. The $1 billion increase in Consumer Banking grade 12
loans compared to 2008 flowed primarily from the impact of the economic sfowdown on the personal loan portfolios in certain markets.
Wholesale Banking grade 12 loans increased by $1.6 billion, and this was largely concentrated in the Middle East.

Group
2009 2008
Loans to Loans to Leans to Loans to
customers - customers — Total customers —~ customers — Total
Loans to Consumer Wholesale toans to Loans to Consumer Wholesale loans to
banks Banking Banking customers banks Banking Banking customers
Smillion Smillion Smillion Smillian Smilllon Smillion Smillion Smillion
Grades 1 -5
- at amortised cost 45,341 44,158 41,719 B5,877 41,862 33,232 41,134 74,348
- at fair value . 1,192 - 2,092 2,092 710 - 3,888 3,888
Grades 6- 8 '
- at amortised cost 4,630 21,570 37,505 59,075 4,066 19,969 35,604 55,573
- at fair value B55 - B70 870 649 - 239 239
Grades 9 - 11 .
—at amortised cost 729 22,728 21,628 44,356 575 21,294 15,400 36,694
— at fair value ‘ 1 - 549 549 4 - 207 207
Grade 12
—at amortised cost -~ 30 2,246 2,034 4,280 13 1,279 424 1,703
Total — at amortised cost 50,730 90,702 102,886 193,588 48,518 75,754 92,562 168,316
Total — at fair value 2,048 - 3,511 3,511 1,363 - 4,334 4,334
Grand Total 52,778 90,702 106,397 197,099 47,879 75,754 96,896 172,650
Of which: renegotiated loans - 687 1,397 2,084 - 682 385 1,047
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Company
2009 2008
Loans to Loans to Loans ta Loans to
cusiomers - customers — Total customers - customers — Tolal
Loans to Cansumer Wholesale loans to Loans to Consumer Wholesale loans to
banks Banking Banking customers banks Banking Banking customers
Smillian Smillion Smillion Smillion Smillion Smilign $milllon S$millien
Grades 1-5
- at amortised cost 19,146 9,529 24,867 34,396 16,462 5308 24,036 29,344
— at fair value 1,192 - 2,058 2,058 698 - 3.685 3,885
Grades 6 -8
— at amortised cost 3,722 9,709 21,859 31,568 4,246 8,830 20712 29,542
— at fair value 850 - 780 780 649 - 222 222
Grades 8- 11
— at amortised cost 444 3,786 14,990 18,776 427 3,268 9,271 12,539
— at fair value 1 - 532 532 4 - 150 150
Grade 12
— at amortised cost 27 1,131 1,629 2,760 13 828 183 1,017
Total - at amortised cost 23,339 24,155 63,345 87,500 21,148 18,234 54,208 72,442
Total - at fair value 2,043 - 3,370 3,370 1,351 - 4,057 4,057
Grand Total 25,382 24,155 66,715 90,870 22,499 18,234 58,265 76,493
Of which: renegctiated loans — 149 1,189 1,338 — B89 170 259

Renegotiated loans in the above table represent the carrying amount of loans that would otherwise be past due or impaired if their terms
had not been renegotiated. Although not considered to be non-performing in nature, these loans centinue to be monitored in the same way
as non-performing [eans until a minimum number of payments have been received under the new terms.

Within Wholesale Banking, renegotiated loans increased by $1 billion compared to 2008, primarily arising in the Middle East within the
financing and real estate sectors.
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Collateral and cther credit enhancements possessed or called upon

During the year, the Group obtained assets by taking possession of collateral or calling upon othar credit enhancements (such as

guarantees) as detailed in the table below. Repossessed properties are sold in an orderly fashion. Where the proceeds are excess of the
outstanding loan balance they are returned to the borrower. Certain of the equity securities acquired continue to be held by the Group for

investment purposes and are classified as available-for-sale, and the related loan derecognised.

Group
2009 2008
Consumer Wholesale GConsumer Wholesale -
Banking Banking Total Banking Banking Total
Smillian Smillion Smillion Smilllon Emillion Smillion
Property 135 7 142 150 1 151
Debt securities and equity shares - 2 2 2 4 6
Guarantees 25 - 25 28 - 28
Other 91 42 133 54 1 &5
251 51 SOg 234 6] 240
Company
2009 2008
Consumer Wholesale Consumer Wholesals
Banking Banking Total Banking Banking Total
Smillian Smillion Smillion $milion Smillion Emilion
Property 3 - 3 6 - 6
Debt securities and equity shares - - - 3 - 3
Other 2 2 4 4 - 4
5 2 7 13 — 13
Debt securities and treasury bills
Debt securities and treasury bills are analysed as follows:
Group
2009 2008
Debt Treasury Debt Treasury
securities bills Total secunties bills Tolal
Smillion Smillion Smillion Smillion Smillion Smillion
Impaired securities 23 - 23 185 106 291
Impairment provisions (191) - {191) {158) () (159
Net impaired securities 40 - 40 27 105 132
Securities neither past dug nor impaired 65,192 24,517 89,709 57,405 19,3156 76,720
65,232 24,517 89,749 57,432 19,420 76,852
Of which:
Hekl at fair value 10,111 5,559 15,670 6,396 2,707 9,103
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Company
2009 2008
Debt Treasury Debt Treasury
securities bills Total gecurities Lills Total
Smillion Smillign Smillian Smillion Smilllon Smillion
Impaired securities 202 - 202 179 106 285
Impairment provisions (187) - (187) {153] - (153)
Net impaired securities 15 - 15 26 106 132
Securities neither past due nor impaired 34,710 5,512 40,222 31,376 4,310 35,686
84,725 5,512 40,237 31,402 4,416 35,818
Of which:
Held at fair valus 7,128 1,844 8,972 3,429 274 3,703

Movements in provisions on impaired securities are disclosed in note 22. The impaired debt securities largely include the Group’s holdings
of ABS CDOs, on which a $73 million (2008: $41 milion} impairment charge in 2009.

- Collateral Is held against impaired securities and primarily consist of proparties. The undiscounted fair value of collateral held refating to
impaired securities is estimated at $30 million (2008: $22 milion). Where the fair value of collateral held exceeds the outstanding securities
obligations, any excess is paid back to the customers and is not available for offset against other securities obligations.

Securities neither past due nor impaired

The following table analyses debt securities and treasury bills which are neither past due or impaired by external credit rating. The standard
credit ratings used by the Group are those used by Standard & Poors or their equivalent. Debt securities held which have a short-term rating
are reported against the long-term rating of the issuer. For securities which are unrated, the Group applies an intermnal credit rating as
described under Loans and Advances.

Group
2009 2008
Debt Treasury " Debt Treasury

securittes bills Total securiies bills Total
SmilEon Smillion Smillien Smillion Zmillion Smillion
AAA 10,706 630 11,336 9,551 18 8,569
AA- to AA+ 21,2468 9,618 30,864 22,522 5,269 27,791
A-10 A+ 17,770 10,757 28,527 14,361 10,862 25,223
BBB- to BBB+ 7,243 1,930 9,173 4,939 2,248 7,185
Lower than BBB- 2,422 1,193 3,615 2,367 615 2,982
Unrated 5,805 389 6,194 3,665 305 3,970
65,192 24,517 89,709 57,405 19,315 76,720

Unrated securities primarily relaté to corporate issues. Using internal credit ratings $5,674 million (2008: $3,525 million) of these securities
are considered to be investment grade and $520 million (2008: $445 million) sub-investment grade.

Company
2009 2008
Dehbt Treasury Debt Treasury

securities bills Total securities bills Total
Smillion Smillion Smillion Emillion Smillion Smillion
AAA 9,131 624 9,755 9,317 12 9,329
AA- to AA+ 10,532 436 10,968 11,565 34 11,599
A-to A+ ' 4,843 2,767 7,610 4512 2,194 6,706
BBB- to BEB+ 4,542 1,058 5,601 2,063 1,541 4,504
Lower than BBB- 646 340 986 715 353 1,068
Unrated 5,018 286 5,302 2,304 irB 2,480
34,710 5,512 40,222 31,376 ~ 4,310 35,686

Using intemal credit ratings, $4,976 million (2008: $2,240 million) of these securities are considered to be investment grade and $326 million
{2008: $240 million) sub-investment grade.
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Derivative financial instruments

The Group measures all derivatives at fair value with the gains or losses on derivatives taken to income except where derivatives are used as
hedging instruments for cash flow hedges where the effective portion of the hedge is taken through to cash flow hedge reserve. The credit
quality of derivative assets is assessed and monitored on a regular basis. The Group mitigates credit risk on derivative assets where
possible through neiting arrangements as set out on page 139. Where nelting agreements are not in place the Group obtains collateral
from counter parties depending on the nature of transaction or the credit worthiness of the counter party. Collateral obtained Is normally
cash or liquid government securities.

51.  Liquidity Risk

Liquidity risk is the risk that we either do not have sufficient financial resources available to meet all our ebligations and commiiments as they
fall due, or can only access these financial resources at excessive cost.

It is our policy to maintain adequate liquidity at al! times, in all geographic locations and for all currencies, and hence to be in a position to meet
all obligations as they fall due. We manage liquidity risk both on a short-term and medium-term basis. In the short-term, our focus is on
ensuring that the cash flow demands can be met through asset maturities, customer deposits and wholesale funding where required. [n the
medium-termn, the focus is on ensuring the balance sheet remains structurally sound.

The GALCO is the responsible governing body that approves our liquidity management policies. The Liquidity Management Committee (LMC)
receives authority from the GALCO and is responsible for setting liquidity limits and proposing liquidity risk pelicies and practices. Liquidity in
each country is managed by the Country ALCO within the: pre-defined liguidity imits set by the LMC and in compliance with Group liquidity
policias and local regufatory requirements. The Group Treasury and Group Market Risk functions propose and oversee the implementation of
policies and other cantrols relating to the above risks.

We seek to manage our liquidity prudently in all geographical locations and for all currencies. Exceptional market events can impact us
adversely, thereby affecting our ability to fulfil our obligations as they fall due. The principal uncertainties for liquidity risk are that customer
depositors withdraw their funds at a substantially faster rate than expected, or that repayment for asset maturities is not received on the
intended day. To mitigate these uncertainties, our customer deposit base is diversified by type and maturity. In addition we have a portfolio of
liquid assets that can be realised if a liquidity stress occurs, as well as ready access to wholesale funds under normal market conditions.

Policies and procedures

Due to the diversified nature of our business, our policy is that Tiquidity is more effectively managed locally, in-country. Each ALCO is
responsible for ensuring that the country is self-sufficient, able to meet all its obligations to make payments as they fall due, and operates
within the local regulations and liquidity Emits set for the country.

Our liquidity risk managemaent framework regjuires limits to be set for prudent liquidity management. There are imits on:
+ The mismatch in local and foreign currency behavioural cash flows;
+ The level of wholesale barrowing to ensure that the size of this funding is proportionate to the local market and our local operations;

s Commitments, both on and off balance sheet, to ensure there are sufficient funds available in the event of drawdown on these
commitments;

» The advances to deposits ratio to ensure that commaercial advances are funded by stable sources and that customer lending is funded by
customer deposits;

* The amount of medium-term funding to support the asset portfolio; and
» The amount of local currency funding scourced from foreign cumency sources.

In addition, we prescribe a liquidity stress scenario that assumes accelerated withdrawal of deposits over a period of time. Each country has
to ensure that cash inflows exceed outflows under such a scenario.

All limits are reviewed at least annually, and more frequently if required, to ensure that they remain relevant given market conditions and
business strategy. Compliance with limits is monitored independently on a regular basis by Group Market Risk, Limit excesses are escalated
and approved under a delegated autharity structure and reviewed by ALCO. Excesses are also reported monthly to the LMC and GALCO
which provide further oversight.

In addition, regular reports to the ALCO include the following:
* Information on the concentration and profile of debt maturities; and
« Depositor concentration report to monitor reliance on large individual depositors.

We have signfficant levels of marketable securities, principally government securities and bank paper, which can be realised, repo’d or used as
collateral in the event that there is a need for liquidity in a crisis. In addition, liquidity crisis management plans are maintained by Group and
within each country, and are reviewed and approved annually. The liquidiy crisis management plan lays cut irigger points and actions in the
event of a liquidity crisis to ensure that there is an effective response by senior management.
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Primary sources of funding

A substantial portion of our assets is funded by customer deposits made up of current and savings accounis and other deposis. These
customer deposits, which are widely diversified by type and maiurity, represent a stable source of funds. The Asset and Liability Committee in
each country moritors trends in the balance sheet and ensures that any concerns that might impact the stability of these deposits are
addressed effectively. ALCO also reviews balance shest plans to ensure that projected asset growth is matched by growth in the stable
funding base.

We maintain access to the interbank wholesale funding markets in all major financial centres and countries in which we operate. This seeks to
ensure that we have flexibility around maturity transformation, have market intelligence, maintain stable funding lines and can obtain optimal
pricing when we perform our interest rate risk management activities.

Liquidity metrics
We monitor key liquidity metrics on a regular basls. Liguidity Is managed on a country basis and in aggregate across the Group. The key
metrics are:

Advances to deposit ratio

This is defined as the ratio of total loans and advances to customers relative to total customer deposits. A low acdvances to deposits ratio
demonstrates that customer deposits exceed customer loans resulting from emphasis placed on generating a high level of stable funding from
customers.

Group Company
2009 2008 2003 2008
Smillign Smillion Smillion Emillion
Loans and advances to custorners’ 201,803 178,512 92,437 78,542
Customer accounts? 256,746 238,591 106,932 96,790
% % % %
Advances 0 deposits ratio 78.6 74.8 86.4 81.1

¥ seanote 18 to the financial statements on page 68.
2 see note 3 to the financla statements on page 102.
Liquid asset ratio

This is the ratio of liquid assets to total assets. The significant level of holdings of liquid assets in the balance sheet reflacts the application of
our liquidity policies and practices. The following table shows the ratio of liquid assets to total assets:

Group Company
2008 2008 2009 2008
% % %% %
Liquid assets' to total assets ratio 26.2 2341 19.9 17.7

1 Liquid assets are the 1otal of Cash {less restricted balances), net interbank, treasury bills and debt sacurities less iliguid securities.
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The table below analyses assets and liabilities into relevant maturity groupings based on the remaining period to the contractual maturity
date as at the balance sheet date, on a discounted basis. Contractual maturities do not necessarily reflect actual repayments or cash flow.

Group
2009
Three Between threa Between one
months months and yearand More than
or less one year {ive years five years Total
Smillion Smillion smillign Smillion Smillion
Assets
Cash and balances at central banks 13,159 - - 4,972 18,131
Derivative financial instruments 9,916 7,508 16,207 4,587 38,218
Loans and advances to banks' 37,126 14,182 1,289 335 52,932
Loans and advarces to customers' 63,162 34,939 44,406 59,296 201,803
Investment securities’ 18,939 30,185 32,17 10,774 92,615
Other assets ' 5,755 710 315 25,941 32,721
Jotal assets 148,057 87,524 94,934 105,905 436,420
Liabilities
Deposits by banks' 34,721 2,967 1,140 115 38,943
Customer accounts? 230,332 22198 3,971 245 256,746
Derivative financial instruments 8,644 7,969 15,757 4,505 36,875
Debt securities in issue’ 11,392 9,134 6,288 1,675 28,489
Due to parent companies 2,588 - - - 2,588
Subordinated liabilities and other borrowed funds 723 - 1,195 17,322 19,240
Other ligbilities ! 12,649 1,089 146 12,467 26,351
Jolal liabllities 301,049 43,357 28,497 36,329 409,232
Net liquidity gap {152,992 44,167 66,437 69,576 27,188
' Amounts include financial instruments held at fair value through profit or loss (see note 14),
2008
Threa Batween three Between one
months months and year and More than
or less one year five years five years Total
Smillion $millign gmillign Smillon Smillion
Assets
Cash and balances at central banks 19,546 - - 4,615 24,161
Derivative financial instruments 13,791 18,743 27,821 9,302 69,657
Loans and advances to banks? 33,911 11,748 2,132 163 47 944
Loans and advances to customers? 63,829 27,541 38,044 49,098 178,512
Investment securities? 20,736 28137 21,758 8,439 79,070
QOther assats? 12,791 1,169 27 21,658 35,645
Total assets 164,604 87.338 89,782 93,265 434,989
Liabilities
Deposits by banks? 31,168 3,382 1,359 77 35,986
Customner accounts® 210,449 21,674 4,824 1,644 238,591
Derivative financial instruments 15,004 18,207 25,430 9,134 67,775
Debt securities in issue? 12,568 5,801 5,423 1,905 25,697
Dug to parent companies 2,193 - - - 2,113
Subordinated liabilites and other borrowed funds 845 1,304 2,189 13,371 17,709
Other liabilities® 12,163 1,645 503 11,748 26,060
Total liabilities 284,310 52,013 39,728 37,880 413,931
Net liquidity gap {119.706) 35,325 50,054 55,385 21,058

2 Amounts include financial instruments held at fair value through profit or loss (see note 14).

148



Standard Chartered Bank

Notes to the financial statements continued

51.  Liquidity risk continued

Company
2009
Threa Between lhree Between one
manths months and year and More than
orlass one year five years five years Total
Smillien $millien $millioh $miltion Smilllign
Assets
Cash and balances at central banks 9,418 - - 2,382 11,800
Derivative financial instruments 8,661 9,656 12,340 4,550 35,207
Loans and advances to banks’ 18,921 5,068 1,108 335 25432
Loans and advances to customers’ 36,263 18,382 20,562 17,230 92,437
Investment securities’ 6,444 10,768 16,527 7,225 40,964
Investment in subsidiary undertakings - - - 17,356 17,356
Other assets’ 1,896 260 14 12,092 14,262
Due from subsidiary undertakings 14,685 - - - 14,685
Jotal assets 96,288 44,134 50,551 61,170 252,143
Liabilities
Deposits by banks' 20,902 769 288 33 21,992
Custormer accounts® 95,686 9,764 1,408 74 106,932
Derivative financial instruments 8,313 9,807 12,222 4,163 34,605
Debt securities in issue’ 7,904 4,230 2,003 asi 14,518
Other liabilities' 4,682 327 94 6,175 11,278
Due to subsidiary undertakings 26,506 - - - 26,506
Subordinated liabilities and other borrowed funds 723 - 892 15,877 17,492
Total liabilities - 164,717 24,997 16,907 26,703 233,324
Net fiquidity gap (68,429) 19,137 33,644 34,467 18,819
T Amounts include financial instruments held at fair value through profit or loss {sea nota 14).
Company
2008
Three Between threa Between ona
months months and year and More than
or less one yaar five years five years Total
Ernillion Smillion $milion Smillian $milion
Assets
Cash and balances at central banks 15,525 - - 2,954 17,679
Derivative financial instruments 16,614 8,186 28,753 9,927 63,480
Loans and advances to banks? 16,484 3,996 1,894 144 22,518
Loans and advances to custormers? 36,722 12,641 15,923 13,256 78,542
Investment securities? 9,663 10,197 9,08C 7,179 36,109
Investment in subsidiary undertakings - - - 16,790 16,790
Other assets? 9,681 503 5 7,571 17,760
Assets classified as held for sale - - 387 - 387
Due from subsidiary undertakings 13,025 - ~ - 13,025
Total assets 117,704 35,523 56,042 57,021 266,290
Liabilities
Deposits by banks? 21,256 553 279 34 22,122
Customer accounts? 90,444 4,631 1,392 323 96,790
Derivative financial instruments 18,698 6,932 27,828 9,103 62,561
Debt securities in issue? 8,203 487 2,004 191 10,975
Other ligbilities? 5,712 382 483 6,102 12,679
Due to subsidiary undertakings 29,921 - - - 29,921
Liabilities classified as held for sale - - 405 - 405
Subordinated liabilities and other borrowed junds 138 1,145 1,842 12,782 15,907
Total liahilities 174,462 14,130 34,233 28,535 251,360
Net liquidity gap (56,758) 21,393 21,809 28,488 14,930

2 amounts indude financial instruments held at fair value through profit or loss (see note 14).
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Within the tables above cash and balancas with central banks, loans and advances to banks, treasury bills and debt securities classified as
trading, held at fair value or available for sale included within investment securities are used by the Group principally for liquidity management

purposes.

Behavioural maturity of financial liabilities on a discounted basis

The Group seeks to manage its liabilities both on a contractual and behavioural basis primarily by matching the maturity profies of assets and
liabilities. The cash flows presented in the tables above refiect the cash flows which will be contractually payable over the residual maturity of
the instruments. In practice, however, liability instruments behave differently from their coniractual terms and typically, for short term customer
accounts, extend to a longer period than their contractual maturity. The Group’s expectation of when such liabilties are likely to become

payable is provided in the table below,

2009 !
Three thrEEI one yea;
months monlhs and and More than
orless one year live years five years Total
Group Smlllign Smillion Smillion Smillion Smillion
Deposits by banks 34,764 3,252 812 115 38,943
Customer accounts 128,958 53,844 44,032 29,812 256,746
Total 163,722 57,086 44,844 30,027 295,689
! As required by IFRS 7: Financial Instrumenits: Disclosure no comparatives have been presented.
2009 2
Belwean Batween
Three thres one year
menths moenths and and More than
or less one year five years five years Total
Company Smillioh Smillien Smilion Smillion Srmillion
Deposits by banks 20,639 1,107 212 34 21,992
Customer Accounts 50,952 18,260 21,335 16,385 106,932
Total 71,591 19,367 21,547 16,419 128,924

2 As required by IFRS 7: Financlal Instruments: Disclosure no comparatives have been presented.
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Financial liabilities excluding derivative financial instruments on an undiscounted basis

The following table analyses the contractual cash flows payable for the Group and Company’s cash flows payable for the Group and
Company's finangial liabilities by remaining on contractual maturities as an undiscounted basis. The financial liability balances in the above
table will not agree to the balances reported in the consolidated balance sheet as the table incorporates all contractual cash flow on an
undiscounted basis, relating to both principal and interest payments.

Within the 'More than five years' maturity band are undated financial liabilities of $6,408 million (2008: $£3,129 million) in the Group and

Company, all of which relate o subardinated debt, on which interest payments are not included as this information would not be

meaningful, Interest payments on these instruments are included within the maturities up to five years.

2009 2008

Between Between Between Between

Three thres one year Three threg one year
months  menths and and Morg than months  months and and Moare than
arless ohe year five years five years or less one year five years five years
Group Smillion Smiflion Smillien Smillion Smillion Smillion Smilllon $mlllign
Deposits by banks 34,548 2,930 ag2 34 28,449 3,612 1,160 205
Customer accounts 219,763 25,469 4,351 536 208,355 22,792 4,698 1,628
Financial liabilities at fair value 8,763 2,644 2,508 1,676 9,306 2,212 3,438 1,885
Debt securities in issue 8,959 6,770 4,810 931 12,572 5,816 4,831 5,088
Due to parent companies 21,759 - - - 2,113 - - -

Subordinated liabilities and other
borrowed funds 1,435 877 6,402 20,894 156 2,235 5,323 18,836
QOther liabilities 14,838 1,046 387 7,853 13,258 1,903 170 7.064
Total liabilties 310,065 39,736 19,440 31,974 274,299 38,570 19,620 34,806
Gross loan commitments 45,910 12,751 18,552 539 40,005 9,871 13,265 1.053
2008 2008

Between Betwean Between Between

Three three one year Three threg one year
menths  menths and and Mora than months  months and and More than
oriess aone year five years five years or less one year five years five yoars.
Company Smillion Smlllion Smillion Smillion Smillien Smiflion Smiltion Smillion
Deposits by banks 20,764 738 103 - 17,529 1,073 120 -
Customer accounts 95,375 9,424 917 25 88,018 5,577 997 30
Financial liabilities at fair value 6,295 1,534 1,287 96 6,502 546 1,856 150
Debt securities in issue 5,546 2,036 1,027 130 8,076 312 472 144

Subordinated liabilities and other

borrowed funds 1,112 862 6,160 19,830 64 1,945 4722 16,471
Due to parent companies 37,359 = - - 29921 - - -
Other liabilities 7,969 326 476 3,644 7,035 891 209 3,044
Total liabilities 174,420 14,920 9,970 23,725 158,145 10,344 8,376 19,839
(Gross loan commitments 15,035 3,026 15,141 232 13,686 3,619 11,11 851

Derivative firancial instruments include those net settled derivative contracts in a net liability position, together with the pay leg of gross
settled contracts regardless of whether the overall contract is in an asset or liability position. The receive leg is not shown in this table and
as a result the derivative amounts in this table are inflated by their exclusion.

2008 2008
Between Betweean Between Between
Three three one year Threa hree one year
months  months and and Mare than months  maonths and anqg More than
orless one year five years five years or less one year five years five years
Group Smillion Smillian Smillion Smitlion Emillon Smillion Smillion $millon
Derivative financial instruments 224,831 119,179 119,009 17,328 529175 261,250  13B.445 17,593
2009 2008
Betwegen Between Between Between
Three three ane year Thres three one yaar
months  months and and Moare than months months and and More than
orless one year five years five years or lass one year five years five years
Company Smillion Smillion Smillion Smillion $milion $million Emillion $milion
Derivative financial instruments 210,038 110,440 113,465 16,369 531,169 258,638 163,289 21,270
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52.  Currency risk

We have investments in foreign operations (subsidiaries and branches) in currencies other than our functional currency, US dollars. Foreign
exchange mavements on those net investments in foreign currencies are taken to our reserves; these reserves form part of the capital base.
The effect of exchange rate movements on the capital ratio is partially mitigated by the fact that both the value of these invesiments and the
risk weighted assets in those currencies follow broadly the same exchange rate movements. We hedge the net investments in limited
circumstances if it is anticipated that the capital ratio will be materially affected by exchange rate movemnents.

Foreign exchange risk arising within the non-trading portfolio, excluding structural positions, is minimised by match funding assets and
liabilities in the same foreign currency

Structural foreign exchange risks arise from net investments in currencies other than US dollars. The Group has made net invesiments in
Group undertakings in a number of currencies.

The resulting foreign exchange exposures are managed on an individual basis, and are assessed regularly taking account of foreign
exchange rate expectations. The positions are treated as long-term embedded exposures, and are not treated as trading positions. Hedges
of the foreign exchange exposures may be considered in certain Imited cases. At 31 December 2008, the Group had taken net invastment
hedges of $644 million (2008; $600 million) to partly cover its exposuze to Korean won and $93 million (2008: $nil milion) to partly cover its
exposure to Taiwanese dollars.

The table below sets out the principal structural foreign exchange exposures (net of investment hedges) of the Group and Company at
31 December 2009 and 2008: :

Greup Campany
2009 2008 2008 2008
Smillion Smillion Smillion Emillion
Hong Kong dollar 5,852 4,985 - -
Korean won 5,133 4,469 169 153
Indian rupee 2,828 2,369 2,228 1,789
Tawanese dollar 2,0M 2,112 15 17
Thai baht 1,291 991 - -
UAE dirham 1,008 1,075 1,008 1,075
Singapore dollar 286 532 896 460
Malaysian ringgit 834 731 - -
Chinese yuan 795 883 - -
Indonesian rupiah 595 428 199 117
Pakistani rupeg 562 563 - -
Other 2,293 1,985 1,069 979
24,248 21123 5,584 4,600

An analysis has been performed on the Group exposure to assess the impact of a one per cent fall in the US dollar exchange rates adjusted
to incorporate the impacts of correlations between different currencies. The impact on these on the Group positions above would be an
increase of $176 milion {2008: $143 million). Changes in the valuations of these positions are taken to reserves.

53. Restatement of prior periods

Cash flow statement

None of the following restatements impacted the Group balance sheet as at 1 January 2008 and accordingly no balanca sheet has been
prasented for that period.

Following an amendment to 1AS 7: Cash flow statements, cash paid to acquire assets leased to customers and proceeds from the disposal
is required to be presented as part of cash flow from operating activities and not cash flows from investing activities. In addition, the
contribution to defined benefit schemes has been presented separately. Details of the representation are set out below:

Group
As reporied at Restated at
2008 Re-presentation 2008
Smillion Smillion Smilltion
Change in operating assets : {82,705) {852) (83,557)
Purchase of property, plant and equipment {1,431) 852 (579
Change in operating liabilities 102,145 103 102,248
Contributions to defined benefit schemes 8 (103) 98
Company
As reporied at Restated at
2008 Re-presentation 2008
Smilion Smilllon Smilion
Change in operating liabilities 89,822 88 839,890
Contributions to defined benefit schemes 29 (68) (39}
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53. Restatement of prier periods continued
Entity-wide information
By Geography

In 2009 the Group has re-aligned its geographic reporting with underying organisational changes to better reflect asset and income
distribution and management. In order to jacilitate a more meaningful comparison, the 2008 numbers in the geography segmental
information have been restated so as o be an a consistent basis with 2009,

The Group has a Global Baoking Unit (GBL) within its Wholesale Banking business which comprises the private equity porticlio, portfolio
management and some Financial Markets {FM) products. In 2008 income and expenses relating to the private equity portfolio were reported
in the geography of the underlying investment and the remainder of the GBU was reported within Americas, UK & Europe. In 2008, the
income and expenses on both the private equity portfolio and FM praducts in the GBU have been allocated, the latter to geographies where
dealers are based. Portfolio management continues to be reported within Americas, UK & Europe.

In addition, the Group has changed the basis of reporting total assets employed. In 2008, the ‘total assets employed’ included both the
balances between the entities within the same geography {intra-geagraphy) as well as those across geographies {inter-geography). In 2009,
the intra-geography balances have been eliminated. The 2008 total assets employed have therefore been restated to be consistent. As a
result of the change the distribution of assets held centrally to geographies also changed. The 2008 margins have been restated utilising the
revised assets employed.

Reporied at 31 December 2008

Asiz Pacific
Middle
Gther East Americas
Hong Asla & Other UK &
Kong Singapore Korea Pacific India S Asia Africa Europe Total
: $milion Smillion Smillion Srillion Smillion Smillion Smilion Smillion Smilfipn
Net trading income 372 471 194 699 asz 261 167 (85) 2431
Other incame 1,908 969 1,306 2,273 1,403 1,487 746 1,050 11,239
Qperating income 2,278 1,440 1,500 2,972 1,755 1,748 913 974 13,670
Operating expenses (1,022) {640) (959) (1,729 (649) (817 (5686) {1,265) (7,847
Operating profit before impairment losses
and taxation 1,256 800 631 1,243 1,108 931 347 (291) 6,023
Impairment losses and share of profits from |
associates (2386) {45) {263) (534) {157) {(185) (33} (338) (1,789
Profit before taxation . 1,020 755 368 709 249 746 314 (627) 4,234
Net Interest margin (%) 2.1 0.8 3.5 2.4 3.4 3.0 4.4 0.4 2.5
Total assets employed 76,108 57,449 70472 827068 31378 38212 12,160 147727 516,302
Restatemnent
Asha Pacific
Middle
Other East Americas
Hong Asia & Other UK &
Kong Singapuare Korea Pacific India S Asia Africa Europe Tolal
Smilllan Srnillion Smiltion Smillion Smillicn Emillion Emillion Smillion Smillion
Net trading income {12) {109) {29) 7 (52) (76) i 270 -
Operating income (12) (109) (29} 7 (52) (76) 1 270 -
Operating expenses {13) (27) - - - (8) - 48 —
Profit before taxation : {25) {136) (29) 7 (52) (84) 1 318 —
Net interest margin {%) — 0.5 (0.2) — 0.1 0.7 0.1 0.7 —
Total assets employed 1,465 {6,176) (6,088) {474) 908  (3,830) (50) (18,896) (33,141)
Restated at 31 December 2008
Asia Pacific
Middle
Other East Americas
Hong Asla & Other UK &
Kong Singapare Korea Pacific India S Asla Africa Europe Total
Fmillion Smillan ___ $milion $milion  Smilion  $milion __ Smillion Smillion Smillion
Net trading income 360 362 165 706 300 185 168 185 2,431
Other income 1,908 969 1,396 2,273 1,403 1,487 746 1,069 11,239
Operating income 2,266 1,331 1,561 2,979 1,703 1,672 914 1,244 13,670
Operating expenses {1,035) (667) (959) (1,729 {649) (825) (566) (1.217)  (7,647)
Operating profit before impairment losses
and taxation 1,231 664 602 1,250 1,054 847 348 27 6,023
Impairment losses and share of profits from
associates (238) (45) (263) (534 (157) (185) {33) (338) (1,789
Profit before taxation 995 619 339 716 897 6562 315 (309) 4,234
Net interest margin (%) 2.1 1.3 2.3 2.4 3.5 3.7 4.5 1.1 2.5
Total assets employed 77663 51,273 64,384 82,232 32286 34382 12,110 128,831 483,161
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54.  Special purpose entities

The Group uses Special Purpose Entities (‘SPES’) in the norma! course of business across a variety of activities. SPEs are established for
specific limited purposes and take a number of legal forms. The main types of activities for which the Group utilises SPEs cover synthetic
credit default swaps for portfolio management purposes, managed investment funds (including specialised principal finance funds) and
structured finance. SPEs are consolidated into the Group's financial statements where the Group bears the majority of the residual risk or
reward. Most of the Group’s consolidated SPEs are in respect of the Group’s securitised portfolios of residential mortgages (see note 18).

The total assets of unconsolidated SPEs in which the Group has an interest are set out below.

2009 2008
Maximum Maximym
Tolal assels expasure Total assets axposure
Smilkion Smillian Smillicn Smiflcn
Portfalio management vehicles 1,694 339 1,684 252
Principal Finance Funds’ 988 130 8c8 124
AEB Funds - - 2,487 4
Strugtured Finance - - 290 -
2,682 469 5,368 380

' Gommitted capital for these funds Is $375 million {2008: $375 million) of which $130 million (2008: $124 milion} has been drawn down net of provisions for
impairment of $33 million {2008: $nil miilion)

For the purposes of portfolioc management, the Group has entered into synthetic credit default swaps with note-issuing SPEs. The
referenced assets remain on the Group's balance sheet as the credit risk is not transferred to these SPEs. The Group's exposure arises
from {a) the capitalised start-up costs in respact of the swap vehicles and (b} interest in the first loss notes and investment in a minimal
portion of the mezzanine and senior rated notes issued by the note issuing SPEs. The proceeds of the notes issuance are typically invested
in AAA-rated Government securities, which are used to collateralise the SPE's swap obligations to the Group, and to repay the principal to
investors at maturity. The SPEs reimburse the Group on actual losses incurred, through the realisation of the collateral security.
Correspondingly, the SPEs write down tha notes issued by an equal amount of the losses incurred, in reverse order of seniority. All the
funding is commitied for the life of these vehicles and hence the Group has no indirect exposure in respect of the vehicles’ Tquidity position.

Following the acquisition of AEB, the Group is also tha investment manager for a number of AEB's investment funds, in which it had a
limited amount of capital invested. During 2009 these funds were sold and at 31 December 2009 the Group had no capital invested in
these funds.

The Group has reputational risk in respect of certain portfolio management vehicles and investment funds either because the Group is the
arranger and lead manager or because the SPEs have Standard Chartered branding.
55.  Related party transactions

The ultimate parent company of the Group is Standard Chartered PLC, a company registered in England and Wales, and the immediate
parent company is Standard Chartered Holidings Limited. The consolidated financial statements of Standard Chartered PLC are available at
the registered address located at 1 Aldermanbury Square, Londen, EC2V 788, England.

Directors and officers
Directors’ emcluments

Detalls of direclors’ pay and benefits and inferests in shares are disclosed in the Directors’ remuneration report on pages 48 o 49.

IAS 24 ‘Related party disclosures’ requires the following additional information for key management compensation. Key management
comprises non-executive directors and members of the Group Management Committee, which includes all executive directors.

2000 2008

Smillion Smillion

Salaries, allowances and benefits in kind 16 20
Pension contributions 6 6
Bonuses paid or receivable 9 18
Share based payments 37 25
68 64

Transactions with directors, officers and oihers

At 31 December 2009, the total amounts to be disclosed under the Companies Act 2006 (the Act) about loans to directors and officers
were as follows:

2009 2008
Number $000 Number $000
Directors 3 228 3 3,131
Officers’ 3 5,280 2 5,402

TFor this disclosure, the term *Officers’ means the members of the Group Management Committee, other than those who are directors of Standard Chartered
PLC, and lhe company secratary.



Standard Chartered Bank

Notes to the financial statements continued

55. Related party transactions continued

Other than as disclosed in the Directors' Report and thesa financial statements, there were no other fransactions, arrangements or
agreements outstanding for any director, connected person or officer of the Company which have to be disclosed under the Act.

Group
2009 2008
Due from/to Bue fromdto
subsidiary Subordinated subsidiary Subordinated
undertakings fiahilities. undertakings liatylifies
and other and cther and other and other
related borowed related borrowed
partles Darivatives funds Accruals parlies Dervativas funds Accruals
Smillion Smillion Smillion Smillign Srnilllan Smilign Smillian Srmillion
Assets
Ultimate parent
company 30 25 - 21 - 26 - -
30 25 — 21 — 26 — —
Liabilities
Ultimate parent
company 2,588 291 49 - 2,113 — 2,442 17
_2,588 291 49 - 2,113 - 2,442 17

Several inter-company balances were settled in cash during the year. The asset due from the ultimate parent company relates to the partial
rebate of the licence value as explained below.

2009 2008
Interest Dividend Interest Dividend
expense expense expense expense
Smillion Smillion Smilllen Smilllon
Ultimate parent company -~ 270 105 1,819
- 270 105 1,819

In 2008, SC PLC licensed intellectual property rights related to its main brands to a wholly owned subsidiary of the Company, Standard
Chartered Strategic Brand Management ('SCSBM'). In 2009, SC PLC transferred part of the intellectual property rights to the Company for
$1. The intangible asset is held on SCSBM's and the Company’s balance sheet and amortised to the income statement over the term of the
licence. At 31 December 2009, $108 miilion (2008: $271 million) has been included as intangible asset in the Group’s balance sheet in
relation to this licence.

The Group contributes to employee pension funds and provides banking senvices free of charge to the UK fund. For details of the funds see
note 38.

The Group's employees participate in the Standard Chartered PLC group’s share based compensation plans (see note 40}. The cost of the
compensation is recharged from SC PLC to the Group’s branches and subsidiarles.

Joint ventures

The Qroup has loans and advances to PT Bank Permata Tbk totalling $3 million at 31 December 2009 (2008; $5 million), and deposits of
$16 million {2008: $16 million). The Group has investments in subordinated debt issued by PT Bank Parmata TBK of $50 million (2008: $nil
million) ‘

The Group has loans and advances fo STCI totalling $12 million (2008: $12 million).

Associates
The Group has amounts due from Marchant Solutions totalling $32 million at 31 December 2009 (2008: $nil mition). Except as disclosed,
the Group did not have any amounts due to or from other associate investments.
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55. Related party transactions continued

Company
2008 2008
Dus frem/to Dve fromfto
subsidiary Subordinated subsidiary Subordinated
undertakings liabilies underlakings labllities
and other and other and other and other
related borrowed refated borrowed
partlies Derivatives funds Accruals parties Derivatives funds Accruals
Smillion Smillion Smillion Smiltion $million Srmillion Smilllan Smilllon
Assets
Ultimate parent
company - 25 - - - 26 - -
Subsidiaries and  fellow
subsidiaries of SC PLC
Group 14,683 3,973 737 11 13,020 6,886 77 52
Joint ventures 2 - - - 5 - -
14,685 3,998 737 11 13,025 6,912 717 52
Ultimate parent
company 2,277 291 517 21 2,111 - 509 17
Subsidiaries and fellow
subsidiaries of SC PLC
Group 24,214 4,012 - 85 27,794 5,850 - 254
Joint ventures 15 - - - 16 - - -
26,506 4,303 517 106 29,921 5,850 509 271
2009
Fees and Fees and
commission commission Interest Interest Dividend Dividend
income expense Income expanse income aXpense
Smillion Smillion Smillion Smillion Smillion Smillion
Ulttmate parent company ' - - - 17 - -
Subsidiaries and fellow subsidiaries of SC )
PLG Group 46 61 149 562 - —~
46 61 149 733 - —
2008
Fees and Fees and
commission cammission Interest Interest Dividand Dividend
income expensea income expense Income expense
Smillian Smillion Fmillion Smilion Srnillion Smillion
Uitimate parent company - - - 1086 - 1,819
Subsidiaries and fellow subsidiaries of 3C
PLC Group 19 63 445 896 - -
19 63 445 1,001 — 1,819

As at 31 December 2009, the Company had created a charge over $31 million {2008: $24 million) of cash assets in favour of the

independent trustees of its employer finangial retirement benelit schemes.
The Company has provided a letter of support to its subsidiary undertaking Standard Chartered Overseas Holdings Limited.
The Company contributes to employee pension funds and provides banking services free of charge to the UK fund. For details of the funds

see note 36.

In the normal course of business the Company has guaranteed credit risk on credit exposures to customers of certain subsidiaries of $350

miliion (2008: $367 million).

The Company has entered into risk participation agreements with its subsidiary undertakings which transferred exposures of $2,567 million

{2008: $1,069 million}.

As at 31 December 2009 the Company holds debt securities issued by subsidiary undertakings of $226 million (2008: $238 million) and has
issued debt securities o subsidiary undertakings of $130 mifion (2008: $148 miliion).

The Company's employess participate in the Standard Chartered PLC group’s share based compensation plans {see notes 1 and 40).

The Company has an agreement with Standard Chartered PLC that in the event of the Gompany defaulting on its debt coupon interest
payments, where the terms of such debt requires it, Standard Chartered PLC shall issue shares as settlement for non-payment of the

coupon interast,
I
Joint ventures -

The Company has loans and advances to PT Bank Permata Tbk totalling $3 milfion at 31 December 2009 (2008: $5 milion), and deposits of

$16 million (2008: $16 million).
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§6.  Significant accounting estimates and judgements

The Company has loans and advances to STCI totaling $12 milion {2008: $12 miion). In determining the carrying amounts of certain
assels and liabilities, the Group makes assumptions of the effects of uncertain future events on those assets and liabilities at the balance
sheet date. The Group's estimates and assumptions are based on historical experience and expectation of future events and are reviewed
periodically. This disclosure excludes uncertainty over future events and judgements in respect of measuring financial instruments. Further
information about key assumptions conceming the future, and other key sources of estimation uncertainty, are set out In the notes.

Loan loss provisioning
The Group's loan loss provisions are established to recognise incurred impairment losses either on specific loan assets or within a portfolio
of loans and receivables.

Impairment losses for specific loan assets are assessed either on an individual or on a portfolio basis. Individual impairment losses are
determined as the difference between the carrying value and the prasent value of estimated future cash flows, discounted at the loans'
original effective interest rate. Impaimment losses determined on a portfolio basis are assessed based on the probability of default inherent
within the portfolio of impaired loans or receivables.

Estimating the amount and timing of future recoveries involves significant judgement, and considers the level of arears as well as the
assessment of matiers such as future economic conditions and the value of collateral, for which thers may not be a readily accessible
market. .

Loan losses that have been incurred but have not been separately identified at the balance sheet date are determined on a portiolic basis,
which takes into account past loss experience as a result of uncertainties arising from the economic environment, and defaults based on
portfolic trends. Actual losses identified could differ significartly from the impairment provisions reported as a result of uncertainties arising
from the economic environment.

The total amount of the Group's impairment allowances is inherently uncertain being sensitive to changes in economic and credit conditions
across the geographies that the Group operates in. Economic and credit conditions are interdependent within each geography and as a
result there is nc single factor to which the Group's loan impairment allowances as a whole are sensitive. It is possible that actual events
over the next year differ from the assumptions built into the model resulting in material adjustments to the carrying amount of loans and
advances.

Fair value of financial instruments
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s
length transaction. ' .

All financial instruments are initially recognised at fair value, which is normally the transaction price. In certain circumstances, the initial fair
value may be based on a valuation technique which may lead to the recognition of profits or losses at the time of initial recognition.
However, these profits or losses can only be recognised when the valuation technique used is based solely on observable market inputs.
Subsequent to initial recognition, some of the Group's financial instruments are carried at fair value, with changes in fair value either reported
within the income statement or within equity until the instrument is sold or becomes impaired, Details of the type and classification of the
Group's financial instruments are set out in notes 14 and 15 to the accounis and the accounting policy set out in note 1 to the accounts, In
addition to these instruments, the carrying value of a financial instrument carmied at amortised cost that Is the hedged itemn in a qualifying fair
value hedge refationship is adjusted by the fair value gain or loss attributable to the hedged risk.

The fair values of quoted financial instruments in active markets are based on current prices. If the markst for a financial instrument, and for
unlisted securities, is not active, the Group establishes fair value by using valuation techniques. These includa the use of recent arm's length
transactions, discounted cash flow analysis, option pricing models and other valuation techniques commonly used by market participants.

Where representative prices are unreliable because of illiquid markets, the determination of fair value may require estimation of certain
parameters, which are calibrated against industry standards and observable market data, or the use of valuation models that are based on
cbservable market data.

The fair value for the majority of the Group's financial instruments is based on observable market prices or derived from observable market
parameters. The most significant element of Group assets in which observable prices are not available relates to certain instruments held
within the asset backed securities portfolio. At 31 December 2009, level 3 assets with a market value of 32 billion were held in respect of
which there was no observable market data. For these instruments, a sensitivity analysis is presentad in note 14 in respect of reasonably
possible changes to the valuation assumptions.

Equity investments that do not have an observable market price are fair valued by applying various valuation techniques, such as eamings
multiples, net assets multiples, discounted cash flows, and industry valuation benchmarks. These techniques are generally applied prior to
any initial public offering, after which an observable market price becomes available. Disposal of such investments are generally by market
trades or private sales.
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56, Significant accounting estimates and judgements continued

Goodwill impairment )

An annual assessment is made, as set out in note 25, as to whether the curent carrying value of goodwill is impaired. Detailed calculations
are performed based on discounting expected pre-tax cash flows of the relevant cash generating units and discounting these at an
appropriate discount rate, the determination of which requires the exercise of judgement.

Pensions

Actuarial assumptions are made in valuing future defined benefit pension obligations as set out in note 36 and are updated pericdically. The
principal assumptions relate to the rate of inflation and the discount rate, The assurmed rate of inflation affects the rate at which salaries grow
and therefore the size of the pensions that employees receive on retirement. The discount rate is equal to the vield on high-quality corporate:
bonds which have a term to maturity approximating that of the related liability, and is potentially subject to significant variation. As a result,
there is uncertainty that these assumptions will continue in the future. For example, if the discount rate for the UK fund increased by

25 basis poinis, the liability would reduce by approximately $55 million, and vice versa. Whilst changes in other assumptions would have an
impact, the effect would not be as significant.

Taxes

Detarmining income tax provisions involves judgement on the tax treatment of certain transactions. Deferred fax is recognised on tax losses
not yet used and on temporary differences where it is prabable that there will be taxable revenue against which these can be offset,
Management has made judgements as to the probability of future taxable revenues being generated against which tax losses will be
available for offset.

Provisions for liabilities and charges

The Group receives legal claims against it in the normal course of business. Management has made judgements as to the likelihood of any
claim succeeding in making provisions. The time ¢f concluding legal claims is unceriain, as is the amount of possible outflow of economic
benefits. Timing and cost ultimately depends on the due process in respective legal jurisdictions.

Share based payments

Equity-setiled share awards are recognised as an expense based on their fair value at date of grant. The fair value of equity-settled share
options is estimated through the use of option valuation models — which require inputs such as the risk-free interest rate, expected
dividends, expected volatility and the expected optian life — and is expensed over the vesting period. Some of the inputs used, such as the
expected option life, are not market observable and are based on estimates derived from available data, such as employee exercise
behaviour. The models utifised, such as the binomial option pricing model, are intended to value options iraded in active markets, The share
aptions issued by the Group, however, have a number of features that make them incomparable to such iraded options. Using different
input estimates or models could produce different option values, which would result in the recognition of a higher or lower expense. For
example, if the volatifity assumption was increased by five per cent (or decreased by five per cent), the fair values for options granted under
the Sharesavae schemes in 2009 would increase by approximately £0.37 for three year grants, and by £0.43 for five year grants [or decrease
by approxirnately £0.37 for three year grants, and by £0.43 for five year grants).
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57. Recently issued accounting pronouncements

The following pronouncements refevant and applicable to the Group and Company were issued as at 31 December 2009 but have effective
dates for pericds beginning after 31 December 2009. The use of IFRSs and certain IFRIC Interpretations that have yet to be endorsed by

the European Union is not permitted.

The full impact of these IFRSs and iFRIC interpretations is currently being assessed by the Group; other than IFRS 9 - Finanglal Instruments
none of these pronouncements are expected to result in any material adjustments to the financial statements. The Group continues to
evaluate the potential impact on its financial staterments in respect of IFRS 9.

Pronouncement

Dascription of Impact

Latest effective date for the
Group and Company

Amendment to IAS 27 Consolidated
and Separate Financial Statements

IFRS 3 Revised Business Combinations

Amendment to [FRS 2 Share-based
Payment

Armendment to I1AS 39 - Financial
Instruments: Hedging

Improvements {ssued 2009)'

Amendment to 1AS 24: Related party
transactions'?

IFRS 9 - Financial Instruments’#

This amendment changes the treatment for part disposals, both
when contre! is retained (which is accounted for as an equity
transaction, generating no profit or loss in the income statement)
and when control is lost (where the residual holding is measured at
fair value with any changes reflected in income).

IFRS 3 Revised requires acquisition costs to be expensed and not
capitalised; an estimate of cash contingent consideration to be
made at the date of acquisition, with any future changes recognised
in income; provides the option to recognise 100 per cent of the
goadwill of an acquired entity in a partial acquisition.

The amendmenis clarify that where employees in a subsidiary are
given share options in the parent company's shares the subsidiary
would account for those options as equity settled in its separate
financial statements.

The amendment clarifies the ‘portions’ of cash flows or fair values
that can be hedged

Amendments to IFRS 2 (scope), IFRS 8 (disclosure about segment
assets), JAS 1 {current/non-current classification of convertible
instruments), IAS 7 (classification of land and buildings), I1AS 18
(principat or agent), IAS 39 ({treating loan prepayment penalties as
closely refated embedded derivatives), and IFRIC 16 (any antity
within the Group that can hold hedging instruments including the
foreign operation that is iiself being hedged). These amendments
are to be applied retrospectively.

Amendments to IFRS 5 (disclosure of non-current assets held for
sale}, IAS 36 (unit of account for goodwill impaiment}, (AS 38
[measuring fair value of intangble acquired in a business
combination}, and IFRIC 9 {scope). These amendments are to be
applied prospectively. :

Change 1o |AS 24 to clarify the definition of related parties and to
provide exemption from the disclosure of certain transactions with
government entities.

IFRS 9 replaces certain elements of IAS 39 in respect of the
classification and measurement of financial assets. The standard
requires all financlal assets to be classifled as fair value or amortised
cost. Amortised cost ¢lassification is only permitted where the
asset is held within a business model whose objective is to hold
assets in order to collect contractual cash flows and whera these
contractual cash flows are solely payment of principal and interest,
Gains or losses on assets measured at fair value are recognised in
the income statement unless the asset is an equity investment and
the Group has slected to present in such gains or losses in other
comprehensive income.

1 January 2010

1 January 2010

1 January 2010

1 January 2010

1 January 2010

1 January 2011

1 January 2013

"This IFRS or IFRIC Interpretaticn has not yet been endorsed by the EU.
2 Subject to endorsement of the European Union the Group has not yet made a final decision as to whether it wil apply in the 2010 financial statements those

pronouncements marked in the table above.
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58.  Capital management

Qur approach to capital management is driven by our desire to maintain a strong capital base to support the development of our business, to
mest regulatory capital requirements at all times and to maintain good credit ratings.

Strategic, businass and capital plans are drawn up annually covering a three year horizon and are approved by the Board. The capital plan is
designed to ensure that adeguate levels of capital and an optimum mix of the different components of capital are maintained to support our
sirategy.

The capital plan takes the following into account:

s regulatory capital requirements;

* forecast demand for capital to support the credit ratings;

* increases in demand for capital due to business growth, market shocks or stresses;

» available supply of capital and capital raising options; and

* internal conirols and governance for managing the Group's risk, performance and capital.

We use a capital model to assess the capital demand for material risks, and support our internal capital adequacy assessment. Each material
risk is assessed, relevant mitigants considered, and appropriate levels of capital determined. Tha capital modelling process is a key part of our
management discipines.

A strong governance and process framework is embedded in our capital planning and assessment methodology. Overall responsibility for the
effective management of risk rests with the Board. The Audit & Risk Committee reviews specific risk areas and the issues discussed at the key
capital management committees. The Group Asset and Liability Committee (GALCO) sets internal triggers and target ranges for capital
management and oversees adherence with these.

Current compliance with Capital Adequacy Regulations
Qur lead supervisor is the FSA. The capital that we are required to hold by the FSA is determined by our balance sheet, off-balance sheet,
counterparty and other risk exposures.

Capital in branches and subsidiaries is maintained on the basis of host regulators’ regulatory requirements. Sultable governance and
processes are in place to ensure compliance with local regulatory ratios in all our legal entities, We have processes and contrals in place to
monitor and manage capital adequacy, and no breaches were reported during the period.

The table on page 162 summarises the consolidated capital position of the Group. The principal forms of capital are included in the following
items on the consolidated balance sheet: share capita! and reserves (called-up ordinary share capital and preference shares, and eligible
reserves), subordinated liabifities {innovative Tier 1 securities and qualifying subordinated liabilities), and loans to banks and customers
{portfolio impairment provision),

Movement in capital

On a Basel |l basis, total capital increased by $9,021 million during the year. Cur equity placement in August 2009, increased ordinary share
capital by $2,500 milion and the $3,675 milion increase in efigible reserves is primarily on accourt of retained profits less dividends paid. We
issued $1,500 million of Innovative Tier 1 securities in the period, $1,800 milion perpetual subordinated debt, and gave notice of redemption
of EURS00 million of Preferred Securities in full. Qualifying subordinated liabilities, net of assoclated amortisations, increased on account of the
redemption of a variety of Upper and Lower Tier 2 securities, the impact of which was offset by the issuance of TWD10 billion and KRW300
bilion Lower Tier 2 subordinated debst.

Basel i

The Basel Committee on Banking Supervision published a framework for the Intemational Convergence of Capital Measurement and Capital
Standards {commonly referred fo as ‘Basel II’), which replaced the original 1988 Basel | Acgord. Basel |l is structured around three ‘pillars’
which are outlined balow:

+ Pillar 1 sets cut minimum regulatory capital requirements — the minimum amount of regulatory capital banks must hold against the risks they
assume;

« Pillar 2 sets out the key principles for supervisory review of a bank’s risk management framework and its capital adequacy. It sets out
specific oversight responsibilities for the Board and senior management, reinforcing principles of interndl control and other corporate
governance practices; and

* Pillar 3 aims to bolster market discipline through enhanced disclosure by banks.

Basel Il provides three approaches of increasing sophistication for the calculation of credit risk capital; the Standardised Approach, the
Foundation Internal Ratings Based Approach and the Advanced Iniernal Ratings Based Approach. Basel Il also introduces capital
requirements for operational risk for the first time.

The EU Capital Reguirements Directive (CRD) is the means by which Basel [ has been implementad in the EU. In the case of the provisions
relating to the advanced approaches for credit risk and aperational risk, implementation commenced from 1 January 2008, In the UK the CRD
is implemented by the FSA through its General Prudential Sourcebook and its Prudential Sourcebook for Banks, Building Societies and
Investment Firms. ’

From 1 January 2008, we have been using the Advanced Internal Ratings Based approach for the measurement of credit risk capital. This
approach builds on our risk management praciices and is the result of a significant investment in data warehousing and risk models.

We use Value at Risk {VaR) models for the measurement of market risk capital for part of our irading book exposures where permission to use
such models has been granted by the ESA. Where our market risk exposures are not approved for inclusion in VaR models, the capital
requirements are determined using standard rules provided by the regulator which are less risk sensitive.
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58.  Capital management continued

. We apply the Standardised Approach for determining the capital requirements for operational risk. During the initial years of Basel Il

implementation, the minimum capital requirements were restricted by reference to the Basel | framework, so thay could not fall below 80 per
cent of the Basel [ capital requirements in 2009, This reduction was due to expire at the end of 2009, but the FSA has decided to retain this
capital floor indefinitely. The GALCO targets Tier 1 and total capital ratios within a range of 7 to 9 per cent and 12 to 14 per cent respectively.
In light of the uncertain economic environment and evolving regulatory debate on banks' capital structures, we believe it is appropriate to

remain strongly capitalized above cur target ranges.

2009 2008!

: Smillion $million
Core Tier 1 capital
Called-up ordinary share capital 11,246 8,746
Eligible reserves’ 12,316 8,641
Minority interests 1,961 1,694
Less: excess expected losses? (502) (483)
Less: securitisations : {97) (85)
Goodwill and other intangible assets (6,451) (6,354)
Other regulatory adjustments 51 5
Total Core Tier 1 capital 18,624 12,164
Tier 1 capital )
Innovative Tier i securities 2,860 1,974
Preference shares 2,694' 2,664
Tax on excess expected losses’ 163 130
Less: material holdings (237} (216)
Total Tier 1 capital 24,004 16,716
Tier 2 capital ’
Eligible revaluation reserves 258 107
Portiolio impairment provision 242 251
Less: excess expected losses® (502) (483)
Qualifying subordinated liabilities

Perpetual subordinated debt 4,360 2,848

Other gligible subordinated debt 9,547 10,520
Less: amortisation of qualifying subordinated liabilities - (1,128)
Less: material holdings and securitisations {335) {(801)
Total Tier 2 capital 13,5670 11,816
Deductions from Tier 1 and Tier 2 capital (57) (36)
Total capital base 37,517 28,496

*The capital has been restated in accordance wilh the definitions of core Tier 1 capital as advised by lhe FSA on 1 May 2009,
2The tax benefit on excess expected losses is included 50 per cent in eigible reserves and 50 percentin tax on excess expected Iosses.
3 Excess expected losses are shown gross.

48ubsequent to the reporting date notice has been given for the redemption of USD500 milion FAN from other efigible subordinated debt.
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Glossary

Advances to deposit ratio

Asset Backed Securities (ABS)

Alt-A

Attributable profit to ordinary
shareholders

Collateralised Debt Obligations
{CDOs)

Collateralised Loan Obligation
(CLO)

CMBS

Commercial Real Estate

Contractual maturities )

Costiincome ratio
Cover ratio
Commercial paper (CP)

Core Tier 1 Capital

Core Tier 1 Capital ratio
Credit Default Swaps (CDSs)

Credit risk spread

Customer deposits

Debt restructuring

Debt securities

Debt securities in issue
Delinquency

Dividend per share

Exposures
First/ Second Lien

The ratio of total loans and advances to customers relative 1o total customer deposits. A low
advances to deposits ratio demonstrates that customer deposits exceed customer loans resulting
from emphasis placed on generating a high level of stable funding from customers.

. Securities that represent an interest in an underlying pool of referenced assets. The referanced pool

can comprise any assets which attract a set of assoclated cash flows but are commonly poals of
residential or commercial mortgages and in the case of Collateralised Obligation (CDOs), the
reference pool may be ABS.

Loans regarded as lower risk than sub-prime, but they share higher risk characteristics than lending
under normal criteria,

Profit for the year after minority interests and the declaration of dividends on preference shares
classified as equity.

Securities issued by a third party which reference ABSs and/or certain other refated assats purchased
by the issuer. CDOs may feature exposure to sub-prime mortgage assets through the underlying
assets.

A security backed by the repayments from a pool of commercial loans. The payments may be made
to different classes of owners (in tranches).

Commergial Mortgage Backed Securities are securities that represent interests in a pool of
commercial mortgages. Investors in these securities have the right o cash received from future
mortgage payments {interest and/or principal).

Commercial real estate includes office buildings, industrial property, medical cantres, hotels, malls,
retail stores, shopping centres, farm land, multifamily housing buildings, warehouses, garages, and
industrial properties, Commercial real estate loans are those backed by a package of commercial real
estate assets.

Contractual maturity refers ta the final payment date of a loan or other financial instrument, at which
peint all the remaining outstanding principal will be repaid and interest is due to be paid.

Represents the proportion of total costs to total income.
Heprasents the extent to which non-performing loans are covered by impairment allowances.

Commercial paper is an unsecured promissory note issuved to finance short-term credit needs. It
specifies the face amount paid to investors on the maturity date.

Core Tier 1 capital comprises called-up ordinary share capital and eligible reserves plus minarity
interests, less goodwill and other intangible assets and deductions relating to excess expected losses
over eligible provisions and securitisation positions as specified by the FSA {Financial Services
Authority).

Core Tier 1 capital as a percentage of risk weighted‘assets.

A credit derivative is an arrangement whereby the credit risk of an asset {the reference asset) is
transferred from the buyer to the seller of protection. A credit default swap is a cortract where the
protection seller receives premium or interest-related payments in return for contracting to make
payments to the protection buyer upon a defined credit event. Credit events normally include
bankruptcy, paymant default on a reference asset or assets, or downgrades by a rating agency.

The credit spread is the yield spread between securities with the same coupon rate and maturity
structure but with different associated credit risks, with the yield spread rising as the credit rating
worsens. It is the premium over the benchmark or risk-free rate required by the market to take on a
lower credit quality. -

Money deposited by all individuals and companies which are not credit institutions. Such funds are
recorded as liabilities in the Group's balance sheet under Customer accounts.

This is when the terms and provisions of outstanding debt agreements are changed. Thig is often
done in order to improve ¢ash flow and the ability of the borrower to repay the debt. It can involve
altering the repayment schedule as well as debt or interest charge reduction.

Debt securities are assets on the Group's balance sheet and represent certificates of indebtedness of
credit institutions, public bodies or other undertakings excluding those issued by Central Banks.

Debt securities in issue are transferrable certificates of indebtedness of the Group to the bearer of the
certificate. These are liahilities of the Group and ing:lude certificates of deposits.

A debt or other financial obligation is considered to be in a state of delinquency when payments are
overdue. Loans are considered to be delinguent when consecutive payments are missed.

Represents the entitlement of each shareholder in the share of the profits of the company. Calculated
in the lowest unit of currency in which the shares are quoted.

Credit exposures represent the amount lent to a customer, together with an undrawn commitments.

First lien: debt that places its holder first in line to collect compensation from tha sale of the underlying
collateral in the event of a default on the loan.

Second lien: debt that is issued against the same collateral as higher lien debt but that is subordinate
to it. In the case of default, compensation for this debt will only be received after the first lien has baen
repaid and thus represents a riskier investment than the first llen.
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Funded/unfunded exposures
Guaranteed mortgages

Home Loan

{mpaired loans

Impairment allowances

Individually/ Collectively Assessed

Internal Ratings Based (IRB)
approach

Leveraged Finance

Liquidity and Credit enhancements

Loans and advances

Loan-to-value ratio

Loans past due
Mezzanine capital
Montgage Backed Securlties (MBS)

Mortgage related assets
MTNs

Net asset value per share
Net interest income

Net interest margin
Net interest vield

Net principal exposure

Normalised eamnings

Prime

Exposures where the notional amount of the transaction is funded. Represents exposures where
there is a commitment to provide future funding is made but funds are not released.

Mortgages for which there is a guarantor to provide the lender a ceriain level of financial security in
the event of default of the borrower.

A loan to purchase a residential properly which is then used as collateral to guarantee repayment of
the loan. The borrower gives the lender a lien against the property, and the lender can foreclose on
the property if the borrower does not repay the loan per the agreed terms. Also known as a
residential mortgage.

‘Impaired loans’ comprise loans where individual identified impairment allowance has been raised and
also include loans which are collateralised or where indebtedness has already been written down to
the expected realisable value. The impaired loan category may include loans, which, while impaired,
are still performing.

Impairment allowances are a provision held on the balance sheet as a result of the raising of a charge
against profit for the incumed loss. Animpaiment allowance may either be identified or unidentified
and individual or collective.

Impairment is measured individually for assats that are individually significant, and collectively where a
portfolio comprises homogenous assets and where appropriate statistical techniques are available.
Typically assets within the Wholesale banking business of the Group are assessed individually
whereas assets within the Consumer banking business are assessed on a portfolic basis.

The IRB approach is used to calculate risk weighted assets in accordance with the Basel Capital
Accord where capital requirements are based on a firm's own estimates of certain parameters.

Loans or other financing agreements provided to companies whose overall level of debt is high in
relation o their cash flow (net debt : EBITDA)} typically arising from private equity sponsor led
acquisitions of the businesses concerned.

Credit enhancement facilities are used to enhance the creditworthiness of financial obligations and
cover losses due to asset default. Two general types of credit enhancement are third-party loan
guarantees and self-enhancement through overcollateralisation. Liquidity enhancement makes funds
available if required, for other reasons than asset default, e.g. to ensure tlme[y repayment of maturing
commercial paper.

This represents lending made under bilateral agreements with customers entered into in the normal
course of business and is based on the legal form of the instrument. An example of a loan product is
a Horne loan.

The loan-to-value ratio is a mathematical calculation which expresses the amount of a first mortgage
lien as a percentage of the total appraised value of real property. The loan-to-value ratio is used in
determining the appropriate leve! of risk for the loan and therefore the correct price of the loan to the
borrower.

Loans on which payments have been due for up to a maximum of 80 days including those on which
partial payments are being made.

Financing that combines debt and equity characteristics. For example, a loan that also confers some
profit participation to the lender.

Securities that represent interests in a group of mortgages. Investors in these securities have the right
to cash received from future mortgage payments (interest and/or principal).

Assets which are referenced to underlying mortgages.

Medium term notes are corporate notes continuously offered by a company to investors through a
dealer. Investors can choose from differing maturities, ranging from nine months to 30 years.

Ratio of net assets (total assets less total liabilities) to number of shares outstanding.

The difference between interest received on assets and interest paid on liabilities. Group net interest
income includes the impact of structural hedges which function to reduce the impact of the volatility
of short term Interest rate movernents on equity and customer balances that do not re-price with
market rates.

The margin is expressed as net mterest incorne divided by the sum of the average assets and
average liabilities.

Interest income divided by average interest earning assets less interest expense divided by average
interest bearing liabilities.

Net principal exposure is the gross principal amount of assets that are not protected by CDSs. It
includes assets that benefit from monoline protection, except where this protection is purchased with
a CDs.

Profit attributable to ordinary shareholders adjusted for profits or losses of a capital nature; amounts
consequent to investment fransactions driven by strategic intent; and other infrequent and/or
exceplional transactions that are significant or material in the context of the Group's normal business
earnings for the period.

Prime mortgages have a higher credit quality and would be expected to satisfy the criteria for
inclusion into Government programs.
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Private equity investments

Profit attributable to ordinary
shareholders’

Renegotiated loans

Repo / Reverse repo

Retail Loans
Return on equity
Risk weighted assets

RMBS

Securitisation

SPEs

Structured finance / notes

Student loan related assets
Subordinated liabilities

Sub-Prime

Tie_er1 capital

Tier 1 capital ratio
Tier 2 capital

VaR

Write Downs

Equity securities in operating companies generally not quoted on a public exchange. Investment in
private equity often involves the investment of capital in private companies. Capital for private equity
investment is raised by retail or institutional investors and used to fund investment strategies such as
leveraged buyouts, venture capital, growth capital, distressed investments and mezzanine capital.

Profit for the year after minority interests and dividends declared in respect of preference sharas
classified as equity.

Loans and advances are generally renegotiated either as part of an ongoing customer relationship or
in response to an adverse change in the circumstances of the borrower. In the latter case
renegotiation can result in an extension of the due date of payment or repayment plans under which
the Group offers a concessionary rate of interest to genuinely distressed borrowers. This will result in
the asset continuing o be overdue and will be individually impaired where the renegotiated payments
of interest and principal will not recover the original carrying amount of the asset. In other cases,
renegotiation will lead to a new agresment, which is treated as a new loan.

A repurchase agreement is a short term funding agreements which allow a borrower fo sell a financial
assef, such as ABS or Govemment bonds as collateral for cash. As part of the agreement the
borrower agrees to repurchase the security at some later date, usually less than 30 days, repaying the
proceeds of the loan. For the party on the other and of the transaction {buying the security and
agreeing to sell in the future) it is a reverse repurchase agreement or reverse repo.

Money loaned to individuals rather than institutions. The lvans may be for car or home purchases,
medical care, home repar, holidays, and other consumer uses.

Represents the ratio of the current year's profit available for distribution to the weighted average °
shareholders equity over the period under review. :

A measure of a bank's assets adjusted for their associated risks. Risk weightings are established in
accordance with the Basel Capital Accord as implemented by the FSA, -

Residential Morigage Backed Securities are securities that represent interests in a group of residential
mortgages. Investors in these securities have the right to cash received from future mortgage
paymenits (interest and/or principal).

Securitisation is a process by which debt instruments are aggregated into a pool, which is used to
back new securities. A company sells assets to an SPE (special purpose entity) who then issues
securities backed by the assets based on their valua. This allows the cradit quality of the assets to ba
separated from the credit rating of the original company and transfers risk fo external investors.

SPEs are entities that are created to accomplish a narrow and well defined objective. There are often

specific restrictions or limits around their ongoing activities.

Transactions with SPEs take a number of forms, including:

— The provision of financing to fund asset purchases, or commitments to provide finance for future
purchases.

~ DPerivative transactions to provide investors in the SPE with a specified axposure.

- The provision of liquidity or backstop facilities which may be drawn upen if the SPE experiences
future funding difficulties.

— Direct investment in the notes issued by SPEs.

A Structured note is an investment tool which pays a return linked to the value or leve! of a specified

asset or index and sometimes offers capital protection if the value declines. Structured notes can be

linked to equities, interest rates, funds, commaodities and foreign currency.

Assets which are raferenced to underlying student loans. .

Liabilittes which, in the event of insolvency or liquidation of the issuer, are subardinated to the claims

of depositors and other creditors of the issuer.

Sub-prime is defined as loans to borrowers typically having weakened credit histories that include

payment delinquencies and potentially more severe problems such as court judgements and

bankruptcies. They may also display reduced repayment capacity as measured by credit scores, high

debt-to-income ratios, or other criteria indicating heightened risk of defautt.

Tier 1 capital comprises Core Tier 1 capital plus innovative Tier 1 securities and preference shares
and tax on excess expacted losses less material holdings in credit or financial institutions.

Tier 1 capital as a percentage of risk weighted assets. ]

Tier 2 capital comprises qualifying subordinated labilities, allowable portfolio impairment provision and
unrealised gains in the eligible revaluation ressrves arising from the fair valuation of equity instruments
held as available-for-sale.

Value at Risk is an estimate of the potential loss which might arise fror market movements under
normal market conditions, if the current positions were to be held unchanged for one business day,
measured to a confidence level of 97.5 per cent.

The depraciation or lowering of the value of an asset in the books to reflect a decline in their value, or
expected cash flows.
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