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Shaping our future

As the foundry industry continues to evolve, Chartered is

committed to a strategy that meets the needs of a constantly
changing marketplace. We are proactively shaping our future,
taking the necessary actions to address today’s challenges and
position ourselves for the exciting opportunities ahead.




Letter to shareholders
The year 2002 continued to be a very chatlenging year for the semiconductor industry. At the onset of the
year, most market observers expected solid growth. However, the year ended with a meager 1% growth.

Despite the tough market environment, 2002 was an important year for Chartered. Chartered made solid
progress in closing the technology gap, further enhancing our position as a top-tier foundry. We also
accelerated our productization efforts through our customer-preferred, open EDA/IP approach. Even more
important to Chartered’s future, we announced during the fourth quarter of 2002, a milestone joint develop-
ment agreement with IBM, which we believe puts us at the forefront of technology devetopment for the
foundry industry.

The progress we have made in technology is reflected in our

revenue growth. Largely driven by shipments at the leading-
- OUR ADVANCED TECHNOLOGY OFFERINGS ENABLED edge technologies, revenues of our total business base, which
includes our share of revenues from our minority-owned
joint-venture company, Silicon Manufacturing Partners (SMP
BASE BY 62% FROM 4Q01T0 4Q02 o Fab 5), grew 62% from fourth quarter 2001 to fourth quarter
2002 (excluding SMP, the growth was 42% during the same
period). This compared to the semiconductor market, which
grew approximately 23% over that period. I believe this
strength in relative performance is a step in the right direc-
tion for Chartered.

US TO INCREASE REVENUES OF QUR TOTAL BUSINESS

As for Chartered's overall financial performance for the year
2002, net revenues were $449.2 million, down 2,9% compared
to $462.7 million in 2001. Including Chartered's share of
SMP, net revenues were $484.8 million, up 1.2% from $479.0
million a year ago. Net loss was $417.1 million compared to
a net loss of $384.0 million in 2001. Loss per American
Depositary Share (ADS) and loss per share in 2002 were
$2.32 and $0.23 respectively, compared with the loss per
ADS and loss per share of $2.42 and $0.24 respectively in
2001. For the year 2002, cash flow from operations was
negative $11 million. Cash flow from operations turned
positive and remained as such since the second guarter of
the year. Including the proceeds from the Rights Offering
completed in October 2002, we exited the year in a strong
liquidity position with more than $1.2 billion in cash.

When I took over as President and CEO of Chartered in June 2002, I put in place priorities that focus Chartered
on returning to profitabitity. And having taken solid steps to strengthen our advanced technology portfolio
and optimize our manufacturing base, I feel more confident about our direction, as well as our ability to
enhance our growth potential and improve our cost structure. Moving forward, continuing to execute on two
strategic priorities - capitalizing on our business opportunities in advanced technology while continuing to
serve the markets for mature technologies, and transforming our manufacturing base - will allow us to
shape our future in a significant way as the industry evolves.




In milfions of U.S. dollars, unless otherwise noted

Net revenue

Research and development

Net income (loss)

Diluted net income (loss} per ADS (doliars)

Diluted net income (loss} per share (doltars)
Cash .

Total debt

Capacity (thousands of eight-inch equivalent wafers)
Utilization

Economic value added (EVA)

Against the backdrop of an outsourcing business model that offers us exciting opportunities over the long
term, but slowed by a challenging near-term economic environment and geopolitical uncertainties, the
management team at Chartered continues to execute on our strategic priorities that address both fronts.

Capitalize on Chartered’s business opportunity in
advanced technology, while continuing to serve the
markets for mature technologies

Continuous technology advancement and increasing functionality and complexity of the chips produced
characterize the semiconductor industry. Chartered is committed to being a top-tier supplier and helping
our customers leverage the benefits of advanced process technologies, as we work towards becoming a
leading "first-source” supplier.

Our technology position will be a key enabler for us in this regard. In 2002, we made great strides in
accelerating our technology roadmap and offering leading-edge technologies to our customers, In fourth
quarter 2002, shipments of 0.18-micron and below product represented 39% of total revenues, up from
13% in the year-ago quarter. And also during the quarter, we achieved our goal of first revenue ship-
ments of our 0.13-micron product offering. Even more important to Chartered’s future, we announced a
milestone joint development agreement with I8M for 90-nanometer (nm) and 65-nm technologies, which
will move us to the forefront of technology development in our
industry. This partrership has received an enthusiastic response
from our customer base, and it promises to strengthen our
COULD FUNDAMENTALLY CHANGE OUR BUSINESS  ability to deliver the most advanced semiconductors.

- WE BELIEVE CHARTERED IS NOW ON A PATH THAT

At the same time, the mature technology segment remains a growing and important part of Chartered’s
business. The Company will continue to increase its reach into mature markets with productization of
niche technotogies, which leverage Chartered’s strength in mixed-signal and RF CMOS processes for
applications such as display power management, smart cards, RFID tags and battery management for
mobile products.

Complementing our technology offerings is our open, standards-based EDA/IP platform, which I believe
is the right model for the industry. Customers prefer it because it gives them freedom of choice and
flexibility in their sourcing strategies. We are implementing it cost effectively, through a large network of
pre-qualified third-party suppliers. We are also influencing the industry, in support of our customers, by
taking a leadership role with industry organizations dedicated to an open approach.

Our strength in technology, expertise in areas critical to convergence products, our open, standards-based
EDA/IP approach, and our focus on customer needs and service - all give us confidence in our future,
Today, Chartered is in a better position to attract first-source business, which typically commands higher
prices and profit margins, and ultimately results in increased customer and market diversification.

That has positive implications for both growth and profitability, since to a large extent, we have been
unable to engage in many of these opportunities in the past.




As I had described earlier, Chartered needs to address the challenges presented by the current economic environ-
ment and the state of the semiconductor industry. As the industry recovery continues to be pushed out, we need
to be more aggressive in rationalizing our internal capacity, while exploring more profitable ways of offering
the range of capabilities that our customers need.

Transform Chartered’s manufacturing base - resulting in
lower cost structure, better alignment to the market and
increased operational flexibility

Much of the capacity and cost base that Chartered has today was put in place several years ago, when our
customers were expecting considerably higher growth in their markets. What that has left us with is a mature
capacity base that is too large. Therefore, we have developed a comprehensive "fab revitalization” plan aimed
at reducing excess mature capacity and rapidly expanding leading-edge capacity.

By the end of 2004, we expect that over 50% of our capacity will be 0.13 micron and 0.18 micron. That compares
to just 15% in 2002. Under our plan, we expect to accomplish this without increasing our total capacity and
do it with a lower cost structure. At completion, this means we would
- CHARTERED OFFERS A WELL-BALANCED MIX OF  have advanced capacity of approximately 50,000 wafers per month.
That compares to advanced capacity of approximately 20,000 wafers in
December 2002. However, the implementation of the plan will be flexible
PRODUCT NEEDS  and paced by market demand.

TECHNOLOGIES TO SERVE A BROAD SPECTRUM OF

As part of the overall plan, our mature capacity will fall from 85% of total in 2002 to below 50% of total by
the end of 2004. An important step in this process was announced in February 2003 when we disclosed plans
to phase-out Fab 1 over the next 13 months. The business of Fab 1 will be transitioned to Fab 2, and we expect
to retain a majority of the business.

Our fab revitalization plan adopts a new "process-centric” model that we believe will improve asset utilization
and offer greater flexibility and scalability across all of our fabs. As a result, we will be able to fully capitalize
on our enhanced technology position with more leading-edge capacity, while continuing to serve the mature
and specialized process needs of customers in the most cost-effective manner.




Moving forward

We are taking the necessary actions to address the opportunities and challenges ahead of us. In doing that,
we will continue to look for cost-effective approaches and maintain the same financial discipline we have
adopted in the past in managing our spending. The plan we have put in place and what we have achieved so
far give us great confidence moving forward. We believe that in the coming years Chartered will be a differ-
ent company, a stronger company - one that will be at the forefront of technology and a true first-source
option for the world's leading semiconductor and electronics companies.

We are committed to creating value for our shareholders, customers and employees as we shape our future
and address the opportunities ahead. We want to thank you for your continued patience and support.

Chia Song Hwee
President & CEO

A major highlight of 2002 for Chartered was the signing of a milestone joint development and manufacturing
agreement with IBM. Chartered and 1BM plan to jointty develop and align on 90-nm and 65-nm logic
processes for foundry chip production on 300 millimeter {(mm) silicon wafers.

The agreement also includes a reciprocal manufacturing arrangement between Chartered and 18M. Chartered
will be able to offer its customers some capacity in IBM's new 300mm chip manufacturing facility in East
Fishkill, M.Y., atlowing us to provide 300mm capacity immediately to our customers white continuing to
develop our own expertise in this area and defer our investment in a 300mm fab by one year. IBM expects to
utilize some capacity in Chartered's 300mm Fab 7 in Singapore.

-> “IBM VIEWS THIS AGREEMENT WITH CHARTERED, FIRST AND FOREMOST, AS A BENEFIT TO CUSTOMERS.
BY COLLABORATING WITH CHARTERED, ONE OF THE WORLD'S LEADERS IN SEMICONDUCTOR FOUNDRY
SERVICES, WE BELIEVE WE CAN DRAW UPON THEIR EXPERTISE TO TAILOR NEW TECHNOLOGIES FOR
FOUNDRY CUSTOMERS."

John Kelly
Senior Vice President and Group Executive
1BM Technalogy Group

Both IBM and Chartered benefit from this agreement as we combine our resources and expertise to truly
push the forefront of semiconductor technology. But move importantly, the agreement delivers both leading-
edge technologies and the cost efficiencies of high-volume manufacturing, which foundry customers need
today and in the future.
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CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Directors’ Report

We are pleased to submit this annual report to the members of the Company together with the
audited unconsolidated and consolidated financial statements for the year ended December 31,
2002.

Directors

The directors in office at the date of this report are as follows:-

James A. Norling (Chairman)
Lim Ming Seong {Deputy Chairman)
Chia Song Hwee {President and CEO - Appointed on 25 June 2002)

James H. Van Tassel

Koh Beng Seng (Chairman of Audit Committee)
Sum Soon Lim (Member of Audit Committee)
Aubrey C. Tobey (Member of Audit Committee)
Robert Edmund La Blanc {Member of Audit Committee)
Andre Borrel

Charles E Thompson

Tsugio Makimoto

Tay Siew Choon

Peter Seah Lim Huat (Appointed on January 16, 2002)
Premod Paul Thomas (Alternate to Sum Soon Lim)

Principal Activities

The principal activities of the Company during the financial year have been those of an
independent foundry of semiconductor integrated circuits using its advanced production facilities
and proprietary integrated circuit designs of its customers. The Company operates in Singapore
and its principal markets are the United States of America, Taiwan, Europe and Japan. There
have been no significant changes in such activities during the financial year.

Acquisitions and Disposals of Subsidiaries

There were no acquisitions or disposals of subsidiaries during the year.

Financial Results

The consolidated and unconsolidated results of the Company for the financial year are as
follows:
Consolidated Unconsolidated

Loss before minority interest $ (472,651) $ (314,917)
Minority interest 55,563 -
Net loss $ _(417,088) $_(314,917)

Transfers to and from Reserves and Provisions

Material movements in reserves and provisions are as set out in the accompanying financial
statements.

S-1



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Issues of Shares and Debentures

During the financial year, the Company issued 2,605,007 ordinary shares of $$0.26 each for
cash at the respective price per share set out below upon exercise of the options granted by the
Company under the Chartered Semiconductor Manufacturing Ltd Share Ownership Plan 1999
(the “1999 Option Plan”).

No. of ordinary shares issued Price per ordinary share
under the 1999 Option Plan S$
207,140 0.8000
22,772 0.9300
714,099 0.9309
67,003 1.0000
26,790 1.0922
156,116 1.1702
27,133 1.2021
42,969 1.2867
39,920 1.3777
55,251 1.3830
1,203,048 3.3440
42,764 4.7400
2 4.9900

Except as disclosed above, neither the Company nor its subsidiaries issued any shares or
debentures during the financial year.

During the financial year, the Company issued 1,193,930 ordinary shares of $$0.26 each for
cash at the respective price per share set out below under the Chartered Semiconductor
Manufacturing Ltd Employee Share Purchase Plan 2001 (the “Chartered Purchase Plan®) and
Share Purchase Plan 2001 for employees of Silicon Manufacturing Partners Pte Ltd (the “SMP
Purchase Plian®), collectively the “Purchase Plans”.

No. of ordinary shares issued Price per ordinary share
1,103,890 3.62
90,040 1.86

During the financial year, the Company also issued 1,109,623,763 ordinary shares of $$0.26
each for cash at S$1.00 per share pursuant to the rights offering completed in October 2002.

Arrangements to Enable Directors to Acquire Shares and Debentures

Except as disclosed under the “Share Options” section of this report, neither at the end of nor at
any time during the financial year was the Company or its subsidiaries a party to any
arrangement whose objects are, or one of whose objects is, to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in or debentures of the
Company or any other body corporate.



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars {except share data)

Directors’ Interests

According to the register kept by the Company for the purposes of Section 164 of the Companies
Act, Chapter 50 (the “Act”), particulars of interests of directors who held office at the end of the
financial year in shares and share options of the Company and in related corporations are as

follows:

The Company - Ordinary shares of $$0.26 each fully paid

Shareholdings in the name
of the director,
spouse and infant children

At beginning At end of
of the year/ the year
date of
appointment

James A. Norling - 36,000
Chia Song Hwee 134,787 242,616
James H. Van Tassel 82,329 82,329
Sum Soon Lim 194,425 350,000
Aubrey C. Tobey 1,880 1,880
Robert Edmund La Blanc 26,880 48,384
Andre Borrel 19,312 19,312
Charles E Thompson 33,880 33,880
Tsugio Makimoto 19,000 19,000
Premod Paul Thomas 18,000 32,400
The Company - Share options in unissued ordinary shares of $$0.26 each
At beginning
of the year/
date of At end of Exercise Exercisable
appointment the year price period
S$
James A. Norling 58,609 58,609 4.05 28/03/2002 to 28/03/2006
58,609 58,609 4.26 15/08/2002 to 15/08/2006
- 58,609 3.46 22/02/2003 to 22/02/2007
- 1,172,185 3.88 01/05/2002 to 01/05/2012
- 58,609 1.86 30/08/2003 to 30/08/2007
Lim Ming Seong 58,609 58,609 4.05 28/03/2002 to 28/03/2006
58,609 58,609 4.26 15/08/2002 to 15/08/2006
- 58,609 3.46 22/02/2003 to 22/02/2007
- 58,609 1.86 30/08/2003 to 30/08/2007
Chia Song Hwee 10,467 10,467 1.18 07/10/1999 to 28/10/2006
20,935 20,935 1.00 07/10/1999 to 28/11/2007
61,704 61,704 0.80 07/10/1999 to 29/11/2008
26,444 26,444 0.80 07/10/1999 to 29/04/2009
70,331 70,331 2.86 29/04/2000 to 29/10/2009
234,439 234,439 2.86 29/10/1999 to 29/10/2009
410,268 410,268 14.24 06/04/2001 to 06/04/2010
527,487 527,487 10.12 03/10/2001 to 03/10/2010

263,743 263,743
263,743 263,743
234,439 234,439

- 2,344,391

4.05 28/03/2002 to 28/03/2011
4.26 15/08/2002 to 15/08/2011
3.46 22/02/2003 to 22/02/2012
1.86 30/08/2003 to 30/08/2012



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Directors’ Interests (cont’d)

The Company - Share options in unissued ordinary shares of $$0.26 each

James H. Van Tassel

Sum Soon Lim

Aubrey C. Tobey

Robert Edmund La Blanc

At beginning
of the year/

date of

appointment

44,074
35,165
23443
58,609
58,609
29,304
29,304

16,748
41,870
70,331
23,443
93,775
93,775
46,887
46,887

41,870
22,037
35,165
23,443
58,609
58,609
29,304
29,304

41,870
11,721
11,721
23,443
58,609
29,304
29,304

At end of
the year

44,074
35,165
23,443
58,609
58,609
29,304
29,304
29,304
29,304

16,748
41,870
70,331
23,443
93,775
93,775
46,887
46,887
46,887
46,887

41,870
22,037
35,165
23,443
58,609
58,609
29,304
29,304
29,304
29,304

41,870
11,721
11,721
23,443
58,609
29,304
29,304
29,304
29,304

S-4

Exercise
price

S$

0.80
2.86
2.86
14.24
10.12
4.05
4.26
3.46
1.86

0.94
0.80
2.86
2.86
14.24
10.12
4.05
4.26
3.46
1.86

0.86
0.80
2.86
2.86
14.24
10.12
4.05
4.26
3.46
1.86

0.86
2.86
2.86
14.24
10.12
4,05
4.26
3.46
1.86

Exercisable
period

30/04/2000 to 30/04/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007

07/10/1999 to 07/10/2004
07/10/1999 to 07/10/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007

07/10/1999 to 07/10/2004
30/04/2000 to 30/04/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007

07/10/1999 to 07/10/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS

FOR THE YEAR ENDED DECEMBER 31, 2002
Iin thousands of US Dollars (except share data)

Directors' Interests (cont’d)

The Company - Share options in unissued ordinary shares of $$0.26 each

Andre Borrel

Charles E Thompson

Koh Beng Seng

Tsugio Makimoto

Tay Siew Choon

Peter Seah Lim Huat

At beginning
of the year/
date of
appointment

16,748
42,199
23,443
93,775
93,775
46,887
46,887

41,870
35,165
23,443
58,609
58,609
29,304
29,304

44,074
11,721
11,721
11,721
11,721

5,860
11,721

11,721
58,609
29,304
29,304

23,443

At end of
the year

16,748
42,199
23,443
93,775
93,775
46,887
46,887
46,887
46,887

41,870
35,165
23,443
58,609
58,609
29,304
29,304
29,304
29,304

44,074
11,721
11,721
11,721
11,721

5,860
11,721
29,304

11,721
58,609
29,304
29,304
29,304
29,304

23,443
29,304
234,439
46,887

23,443
46,887

Exercise
price
S$

0.86
2.86
2.86
14.24
10.12
4.05
4.26
3.46
1.86

0.86
2.86
2.86
14.24
10.12
4.05
4.26
3.46
1.86

0.80
2.86
2.86
14.24
10.12
4.05
4.26
1.86

14.24
10.12
4.05
4.26
3.46
1.86

4.26
3.46
3.88
1.86

3.46
1.86

Exercisable
period

07/10/1999 to 07/10/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 16/08/2006
22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007

07/10/1999 to 07/10/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
2210212003 to 22/02/2007
30/08/2003 to 30/08/2007

30/04/2000 to 30/04/2004
29/04/2000 to 29/10/2004
29/10/2000 to 29/10/2004
06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
30/08/2003 to 30/08/2007

06/04/2001 to 06/04/2005
03/10/2001 to 03/10/2005
28/03/2002 to 28/03/2006
15/08/2002 to 15/08/2006
22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007

15/08/2002 to 15/08/2006
22/02/2003 to 22/02/2007
01/05/2002 to 01/05/2007
30/08/2003 to 30/08/2007

22/02/2003 to 22/02/2007
30/08/2003 to 30/08/2007



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Directors' Interests (cont’d)

The Company - Share options in unissued ordinary shares of $$0.26 each

Premod Paul Thomas 11,721 11,721 2.86 29/10/2000 to 29/10/2004
11,721 11,721 14.24 06/04/2001 to 06/04/2005

11,721 11,721 10.12 03/10/2001 to 03/10/2005

29,304 29,304 4.05 28/03/2002 to 28/03/2006

5,860 5,860 4.26 15/08/2002 to 15/08/2006

- 5,860 3.46 22/02/2003 to 22/02/2007

- 5,860 1.86 30/08/2003 to 30/08/2007

As a result of the Company'’s rights offering completed in October 2002, changes were made to both
the exercise price and the number of shares of all outstanding options offered or granted. The
adjustments were made by multiplying each existing option exercise price by 0.8531 and dividing the
number of shares issuable upon exercise of each option by 0.8531.

Related Corporations

The Ascott Group Limited - Share options in unissued ordinary shares of $$0.20 each

At beginning
of the year/
date of At end of Exercise Exercisable
appointment the year price period
S$
Lim Ming Seong 12,000 12,000 0.3200  29/06/2002 to 28/06/2011
Tay Siew Choon 10,000 10,000 0.3700  20/12/2001 to 19/12/2010
12,000 12,000 0.3200  29/06/2002 to 28/06/2011
- 12,000 0.3530  04/05/2003 to 04/05/2012
Peter Seah Lim Huat - 12,000 0.3530  05/05/2003 to 04/05/2012
Premod Paul Thomas 8,000 8,000 0.3700  20/12/2001 to 19/12/2010
8,000 8,000 0.3200 29/06/2002 to 28/06/2011
- 8,000 0.3530.  04/05/2003 to 03/05/2012
At beginning At end of
of the year/ the year

date of appointment
CapitalLand Limited - Ordinary shares of $$1.00 each fully paid
Lim Ming Seong 13,250 13,250

Peter Seah Lim Huat 113,000 113,000



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Directors' Interests (cont’d)

CapitaLand Limited - Share options in unissued ordinary shares of $$1.00 each

At beginning
of the year/
date of At end of Exercise Exercisable
appointment the year price period
S$
Sum Soon Lim 107,700 107,700 2.5400  13/06/2001 to 11/06/2005
80,000 80,000 2.5100 05/08/2001 to 03/08/2005
150,000 150,000 2.5000 19/06/2002 to 18/06/2006
- 100,000 1.7100  11/05/2003 to 10/05/2007
Tay Siew Choon 53,850 53,850 2.5400  12/06/2001 to 12/06/2005
50,000 50,000 2.5000 19/06/2002 to 18/06/2006
- 40,000 1.7100  11/05/2003 to 10/05/2007
Peter Seah Lim Huat - 90,000 1.7100  11/05/2003 to 10/05/2007
Premod Paul Thomas 53,850 53,850 2.5400 13/06/2001 to 11/06/2010
- 18,000 1.7100  11/05/2003 to 10/05/2012
At beginning At end of
of the year the year
Embrace Ltd - Ordinary shares of $$0.01 each fully paid
Premod Paul Thomas* - 5,000

Raffles Holdings Limited - Ordinary shares of $$0.50 each fully paid

Lim Ming Seong 12,000 12,000
Tay Siew Choon 10,000 10,000
Premod Paul Thomas 5,000 5,000

Pacific Internet Limited - Share options in unissued ordinary shares of $$2.00 each

At date of At end of Exercise Exercisable
appointment the year price period
$
Tay Siew Choon 8,000 8,000 32.4800 10/11/2000 to 09/11/2004



CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
in thousands of US Dollars {except share data)

Directors’ Interests (cont’d)

At beginning

of the year/
date of At end of
appointment the year

Singapore Telecommunications Ltd - Ordinary shares of $$0.15 each fully paid

Lim Ming Seong 3,510 3,620
Chia Song Hwee 1,680 1,820
Sum Soon Lim 3,510 3,510
Koh Beng Seng 1,720 1,680
Tay Siew Choon 3,110 3,220
Peter Seah Lim Huat 3,310 3,420

Singapore Computer Systems Limited - Ordinary shares of $$0.25 each fully paid

Tay Siew Choon 371,000 571,000
Tay Siew Choon# - 600,000
At beginning
of the year/
date of At end of Exercise Exercisable
appointment the year price period
S$

Singapore Computer Systems Limited - Share options in unissued ordinary shares of
$$0.25 each

Tay Siew Choon 80,000 80,000 2.2000 19/10/2001 to 18/10/2005
100,000 100,000 2.0800 15/03/2002 to 14/03/2006
- 75,000 1.5500 08/03/2003 to 07/03/2007

Singapore Technologies Engineering Ltd — Share options in unissued ordinary shares of
S$$0.10 each

Lim Ming Seong - 15,000 2.2900 08/02/2003 to 07/02/2007
Sum Soon Lim 25,000 25,000 2.7200 20/02/2002 to 19/02/2006

- 19,000 2.2900 08/02/2003 to 07/02/2007
Peter Seah Lim Huat - 89,000 1.9200 13/08/2003 to 12/08/2007
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FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Directors’ Interests (cont’d)

ST Assembly Test Services Ltd - Ordinary shares of $S$0.25 each fully paid

Chia Song Hwee

Sum Soon Lim

Robert Edmund La Blanc
James H. Van Tassel
Andre Borrel

Koh Beng Seng

Tay Siew Choon

Premod Paul Thomas

At beginning

of the year/
date of At end of
appointment the year
30,000 30,000
155,000 155,000
20,000 20,000
10,000 10,000
10,000 10,000
45,000 45,000
4,000 4,000
74,000 74,000

ST Assembly Test Services Ltd - Share options in unissued ordinary shares of $$0.25

each

Lim Ming Seong

Koh Beng Seng

Premod Paul Thomas

200,000

10,000
50,000
40,000
50,000

12,500

7,500
16,000
40,000
50,000

At beginning At end of

of the year the year

200,000
70,000

10,000
50,000
40,000
50,000
50,000

12,500

7,500
16,000
40,000
50,000
50,000

SembCorp Industries Ltd - Ordinary shares of $$0.25 each fully paid

Lim Ming Seong
Tay Siew Choon

Exercise Exercisable
price period
S$
1.5920 24/04/2002 to 23/04/2011
2.8850 29/04/2003 to 28/04/2007
0.2500 09/02/2000 to 09/12/2004
3.5540 09/02/2000 to 21/11/2004
6.9300 20/04/2001 to 18/04/2005
1.5920 24/04/2002 to 23/04/2006
2.8850 28/04/2003 to 28/04/2007
0.4200 10/12/1999 to 09/12/2009
0.2500 10/12/1999 to 09/12/2009
3.5540 09/02/2000 to 21/11/2009
6.9300 20/04/2001 to 19/04/2010
1.5920 24/04/2002 to 23/04/2011
2.8850 29/04/2003 to 28/04/2012
At beginning
of the year/
date of At end of
appointment the year
91,551 91,551
54,598 54,598
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Directors' Interests (cont’d)

SembCorp Industries Ltd - Share options in unissued ordinary shares of $$0.25 each

At beginning
of the year/
date of At end of Exercise Exercisable
appointment the year price period
S$
Tay Siew Choon 144,611 - 2.5350 11/04/1999 to 10/04/2002
224,295 224,295 1.2940 22/04/2000 to 20/04/2003
500,000 500,000 2.2600 20/05/2001 to 19/05/2009
500,000 500,000 1.9900 27/06/2001 to 26/06/2010
50,000 50,000 1.5500 20/04/2002 to 19/04/2006
- 25,000 1.5900 08/05/2003 to 07/05/2007
- 25,000 0.9800 18/10/2003 to 17/10/2007
Peter Seah Lim Huat 140,000 140,000 1.9900 27/06/2001 to 26/06/2005
140,000 140,000 1.5500 20/04/2002 to 19/04/2006
- 70,000 1.5900 08/05/2003 to 07/05/2007
- 70,000 0.9800 18/10/2003 to 17/10/2007
Premcd Paul Thomas 5,000 5,000 1.9900 27/06/2001 to 26/06/2010
5,000 5,000 1.5500 20/04/2002 to 19/04/2011
- 3,000 1.5800 08/05/2003 to 07/05/2012
- 3,000 0.9800 18/10/2003 to 17/10/2012

SembCorp Logistics Ltd - Share options in unissued ordinary shares of $$0.25 each
Tay Siew Choon 60,000 - 2.5038 29/06/2001 to 28/09/2002

SNP Corporation Ltd - Share options in unissued ordinary shares of $$0.50 each
Tay Siew Choon 20,000 20,000 0.5000 23/04/2002 to 22/04/2011
' - 50,000 0.7100 17/04/2003 to 16/04/2007

STT Communications Ltd - Share options in unissued ordinary shares of $$0.50 each

Lim Ming Seong 25,000 25,000  0.9200 28/04/2002 to 27/04/2011
50,000 50,000 0.5000 24/11/2002 to 23/11/2011

Sum Soon Lim 300,000 300,000 1.4200 19/09/2001 to 18/09/2010
35,000 35,000 0.9200 28/04/2002 to 27/04/2011

70,000 70,000 0.5000 24/11/2002 to 23/11/2011

- 200,000 0.5000 29/06/2003 to 28/06/2012

Tay Siew Choon 100,000 100,000 1.4200 19/09/2001 to 18/09/2010
15,000 15,000 0.9200 28/04/2002 to 27/04/2011

30,000 30,000 0.5000 24/11/2002 to 23/11/2011

- 80,000 0.5000 29/06/2003 to 28/06/2012

Peter Seah Lim Huat - 8,000 0.5000 29/06/2003 to 28/06/2012
Premod Paul Thomas 20,000 20,000 1.4200 19/09/2001 to 18/09/2010
10,000 10,000 0.9200 28/04/2002 to 27/04/2011

10,000 10,000 0.5000 24/11/2002 to 23/11/2011

- 80,000 0.5000 29/06/2003 to 28/06/2012
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FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands of US Dollars (except share data)

Directors’ Interests (cont’d)

At beginning

of the year/
date of At end of
appointment the year

Singapore Food Industries'Limited - Ordinary shares of $$0.05 each fully paid

Tay Siew Choon 270,000 520,000
Premod Paul Thomas 9,000 9,000

Singapore Food Industries Limited - Share options in unissued ordinary shares of $$0.05
each

At beginning
of the year/ Exercise
date of At end of price Exercisable
appointment the year S$ period
Tay Siew Choon 200,000 - 0.7800 29/10/2001 to 28/10/2004
200,000 150,000 0.5500 24/08/2001 to 23/08/2005

StarHub Pte Ltd - Share options in unissued ordinary shares of $$0.10 each

Peter Seah Lim Huat - 150,000 0.2200 30/11/2003 to 29/11/2012
At beginning
of the year/
date of At end of

appointment the year

SMRT Corporation Ltd - Ordinary shares of $$0.10 each fully paid

Tay Siew Choon™" - 30,000

Vertex Venture Holdings Ltd Ordinary shares of $$0.20 each fully paid

Tay Siew Choon 71,208 -
Vertex Investment (I} Ltd - Ordinary shares of US$1.00 each fully paid

Tay Siew Choon’ 2 - 2

Vertex Technology Fund Ltd - Ordinary shares of US$1.00 each fully paid

Lim Ming Seong * 300 300
Sum Soon Lim 300 300
Tay Siew Choon * 20 20
Premod Paul Thomas * 50 50




CHARTERED SEMICONDUCTOR MANUFACTURING LTD
REPORT OF THE DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002
in thousands of US Dollars (except share data)

Directors’ Interests (cont’d)

At beginning

of the year/
date of At end of
appointment the year

Vertex Technology Fund (ll) Ltd - Ordinary shares of US$1.00 each fully paid

Lim Ming Seong™” 50 50
Sum Soon Lim 500 500
Koh Beng Seng 15 15
Tay Siew Choon ** 500 500
Premod Paul Thomas™* 50 50

Vertex Technology Fund (ll) Ltd - Redeemable Preference Shares of US$0.01 each fully
paid

Lim Ming Seong ™ 50 50
Sum Soon Lim 500 500
Koh Beng Seng 15 15
Tay Siew Choon ™ 500 500
Premod Paul Thomas™ 50 50

Held in the name of Overseas Union Bank Trustees Limited

* %

During the financial year, a voluntary conditional cash offer was made for Vertex Venture
Holdings Ltd by the Development Bank of Singapore Ltd for and on behalf of Ellensburg
Holdings Pte Ltd.

Held in the name of HSBC Trustee (Singapore) Limited
™ Held in the name of Ballas Nominees (Private) Limited

Held in the name of DBS Nominees (Private) Limited

# Conditional award over 600,000 ordinary shares of $$0.25 each in Singapore Computer
Systems Limited under the Green Dot Capital Restricted Stock Plan

Except as disclosed in this report, no director who held office at the end of the financial year had

interests in shares or debentures of the Company either at the beginning or at the end of the
financial year.
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Dividends

Since the end of the last financial year, no dividend has been paid in respect of that previous
financial year. No dividend has been paid or is proposed to be paid in respect of the financial
year under review.

Bad and Doubtful Debts

Before the profit and loss account and the balance sheet of the Company were made out, the
directors took reasonable steps to ascertain what action had been taken in relation to writing off
bad debts and providing for doubtful debts of the Company. The directors have satisfied
themselves that all known bad debts have been written off and that adequate provision has been
made for doubtful debts.

At the date of this report, the directors are not aware of any circumstances which would render
any amounts written off for bad debts or provided for doubtful debts in the Company inadequate
to any substantial extent.

Current Assets

Before the profit and loss account and the balance sheet of the Company were made out, the
directors took reasonable steps to ensure that current assets of the Company which were
unlikely to realise their book values in the ordinary course of business have been written down to
their estimated realisable values and that adequate provision has been made for the diminution
in value of such current assets.

At the date of this report, the directors are not aware of any circumstances not otherwise dealt
with in this report which would render the values attributable to current assets in the consolidated
financial statements misleading.

Charges and Contingent Liabilities

Since the end of the financial year:

. no charge on the assets of the Company or its subsidiaries has arisen which secures the
liabilities of any other person; and

. no contingent liability of the Company or its subsidiaries has arisen.

Ability to Meet Obligations

No contingent liability or other liability of the Company or its subsidiaries has become enforceable
or is likely to become enforceable within the period of twelve months after the end of the financia!
year which, in the opinion of the directors, will or may substantially affect the ability of the
Company or its subsidiaries to meet their obligations as and when they fall due.

Other Circumstances Affecting the Financial Statements

At the date of this report, the directors are not aware of any circumstances not otherwise dealt
with in this report or the financial statements which would render any amount stated in the
unconsolidated or consolidated financial statements of the Company misleading.
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Unusual Items

Except as disclosed in Note 26 of US GAAP financial statements, no item, transaction or event of
a material and unusual nature has arisen during the financial year or in the interval between the
end of the financial year and the date of this report which would affect substantially the
consolidated or unconsolidated results for the financial year in which this report is made, or
render any items in the consolidated or unconsolidated financial statements for the current
financial year misleading, or affect the ability of the Company or its subsidiaries in meeting their
obligations as and when they fall due.

Directors’ Interests in Contracts

During the financial year, one of the directors of the Company received advisory fees from related
companies in his capacity as Corporate Advisor to these companies for provision of strategic,
organizational and corporate finance advisory services.

Except as disclosed in this report, since the end of the last financial year, no director has
received or become entitled to receive a benefit by reason of a contract made by the Company or

a related corporation with the director or with a firm of which he is a member or with a company
in which he has a substantial financial interest.

Share Options

Details of options on unissued shares of the Company are set out below:-

Aggregate Aggregate
options options
granted exercised/ Aggregate
since lapsed since options
Options commencement commencement outstanding
granted of Scheme to of Scheme to as at the
during the the end of the end of the end of the
Name of financial year financial year financial year financial year
participant under review under review under review under review
Directors of the Company
James A. Norling 1,289,413 1,406,631 - 1,406,631
Lim Ming Seong 117,218 234,436 - 234,436
Chia Song Hwee 2,578,830 4,733,001 264,610 4,468,391
James H Van Tassel 58,608 337,116 - 337,116
Sum Soon Lim 93,774 527,490 - 527,490
Aubrey C Tobey 58,608 356,949 - 356,949
Robert Edmund La Blanc 58,608 264,580 - 264,580
Andre Borrel 93,774 502,920 45,432 457,488
Charles E Thompson 58,608 334,912 - 334,912
Koh Beng Seng 29,304 137,843 - 137,843
Tsugioc Makimoto 58,608 217,546 30,000 187,546
Tay Siew Choon 310,630 334,073 - 334,073
Peter Seah Lim Huat 70,330 70,330 - 70,330
Premod Paul Thomas 11,720 82,047 - 82,047

As a result of the Company’s rights offering completed in October 2002, changes were made to
both the exercise price and the number of shares of all outstanding options offered or granted.
The adjustments were made by multiplying each existing option exercise price by 0.8531 and
dividing the number of shares issuable upon exercise of each option by 0.8531.
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Except as set out above and in the accompanying financial statements:

(i)  during the financial year, there were no options granted by the Company or its subsidiaries
to any person to take up unissued shares in the Company or its subsidiaries; and

(i)  during the financial year, there were no shares issued by virtue of any exercise of option to
take up unissued shares of the Company or its subsidiaries; and

(ii) as at the end of the financial year, there were no unissued shares of the Company or its
subsidiaries under option.

None of the persons to whom options have been granted by the Company have any right to
participate by virtue of the option in any share issue of any other company.

Audit Committee

The financial statements, accounting policies and system of internal accounting controls are the
responsibility of the Board of Directors acting through the Audit Committee. The Committee met
during the year to review the scope of work of the internal auditors and of the statutory auditors,
and the results arising therefrom, including their evaluation of the system of internal controls.
The Committee reviewed the independence of the statutory auditors, as well as the assistance
given by the Company’s officers to the auditors. The announcements of results and the audited
financial statements were reviewed by the Committee prior to their submission to the directors of
the Company for adoption.

The Committee has recommended to the Board of Directors that the auditors, KPMG, be

nominated for re-appointment as auditors at the forthcoming Annual General Meeting of the
Company.
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Auditors

The auditors, KPMG, have indicated their willingness to accept re-appointment.

On behalf of the Board of Directors

JAMES A. NORLING
Chairman

CHIA SONG HWEE
President and CEO

Singapore

March 13, 2003
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CHARTERED SEMICONDUCTOR MANUFACTURING LTD
STATEMENT BY DIRECTORS
FOR THE YEAR ENDED DECEMBER 31, 2002

We, being directors of Chartered Semiconductor Manufacturing Ltd, do hereby state that in our
opinion;

(@) the US GAAP financial statements set out on pages F-2 to F-34 read together with the
supplementary financial statements set out on pages S-20 to S-26 (collectively, the “statutory
financial statements”) are drawn up so as to give a true and fair view of the consolidated and
unconsolidated state of affairs of the Company as at December 31, 2002 and of the
consolidated and unconsolidated results of the business and consolidated cash flows of the
Company for the year ended on that date; and

(b} at the date of this statement there are reasonable grounds to believe that the company will be

able to pay its debts as and when they fall due.

The board of directors has authorized these financial statements for issue on the date of this
statement.

On behalf of the Board of Directors

JAMES A. NORLING
Chairman

CHIA SONG HWEE
President and CEO

Singapore

March 13, 2003
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REPORT OF THE AUDITORS
Shareholders of Chartered Semiconductor Manufacturing Ltd:

We have audited the consolidated financial statements of Chartered Semiconductor Manufacturing
Ltd as set out on pages F-2 to F-34 (the "US GAAP financial statements") and the supplementary
financial statements of the Company set out on pages S-20 to S-26 (the "supplementary financial
statements" and collectively, the " statutory financial statements").

The US GAAP financial statements have been prepared to present the consolidated financial position,
results and cash flows of the Company and its subsidiaries under generally accepted accounting
principles applicable in the United States of America ("US GAAP"). The supplementary financial
statements have been prepared to present the unconsolidated financial position and results of the
Company and other additional information required by the Companies Act (the "Act”).

The statutory financial statements are the responsibility of the Company’s directors. Our responsibility
is to express an opinion on the statutory financial statements based on our audit.

We conducted our audit in accordance with Singapore Standards on Auditing. Those Standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by the directors, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion;-

(a) the statutory financial statements are properly drawn up in accordance with the provisions of
the Act, as modified by exemption orders granted by the Registrar of Companies and
Businesses, so as to give a true and fair view of:

(i the consolidated and unconsolidated state of affairs as at December 31, 2002 and of the
consolidated and unconsolidated results of the Company for the year ended on that date;
and

(iiy  the other matters required by Section 201 of the Act to be dealt with in the statutory
financial statements;

(b) the accounting and other records and the registers required by the Act to be kept by the
Company and by the subsidiary incorporated in Singapore, of which we are the auditors,
have been properly kept in accordance with the provisions of the Act.




We have considered the financial statements of Chartered Semiconductor Manufacturing, Inc.,
Chartered Semiconductor Japan K.K., Chartered Semiconductor Taiwan Ltd and Chartered
Semiconductor Europe Ltd which are not required by the law of the countries in which they are
incorporated to be audited, being financial statements that have been included in the US GAAP
financial statements.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the
financial statements of the Company are in form and content appropriate and proper for the purposes
of the preparation of the consolidated financial statements and we have received satisfactory
information and explanations as required by us for those purposes.

The auditors’ reports on the financial statements of the subsidiaries were not subject to any

qualification and in respect of subsidiaries incorporated in Singapore did not include any comment
made under Section 207(3) of the Act.

KPMG
Certified Public Accountants

Singapore

March 13, 2003




CHARTERED SEMICONDUCTOR MANUFACTURING LTD
SUPPLEMENTARY FINANCIAL STATEMENTS - in US Doliars
FOR THE YEAR ENDED DECEMBER 31
In thousands

The assets and liabilities of the Company as of December 31, 2001 and 2002 are as follows:

Unconsolidated
2001 2002
ASSETS
Cash and cash equIvaIeNts ..........ccoviveiciieicccee et e $ 1,029,917 $ 1,190,845
Accounts receivable, net
LI 21 L= O PSRRI 37,709 43,181
OFRBIS ..ottt et et et e et aerr e eeae e 26,654 5,578
Amounts due from subsidiaries (mainly trade)............ccoveeeeinvre e, 222,343 156,342
Amounts due from SMP {mainly trade) ..........ccoconeeeniiii i, 13,321 18,778
Amounts due from ST affiliates (mainly trade) ......c.occovvvnivncnneinine 1,070 4
INVENIOTIES ...ttt 10,488 9,367
Prepaid @XPENSES .. ..coviir ettt cree st nte et stbe e e etbe e e eaae s 1,295 2,802
Total CUrrent @SSetS.....ovveiieeeveeiieeer e e 1,342,797 1,426,897
Investment in sSUDSIAIANES. «..ocoooiviieiie e eaaaas 213,461 213,461
INVESTMENt I SMP ...oiiiiiiiii e s e 120,959 120,958
Other non-current assets
Loan to SUDSIAIANY .....coccveriiiiiee e e st e e - 246,000
Deferred tax @sset ... 1,497 1,540
OFNBIS ettt er bttt ean et e e bbb eres : 28,122 87,318
Technology license agreements
less accumulated amortization ........cooveviiieiiineee s 15,167 16,540
Property, plant and equipment, Net ..o verviiveeer e e 1,183,098 063,393
Total @SS ...eevee it s $ 2,905,101 $3.076,108
LIABILITIES AND SHAREHOLDERS’ EQUITY
Accounts payable
B £= Lo [T OO RSO UUSRR S $ 8611 $ 11,911
Fixed asset pUrChases .........ccooccviveenirireie e e 44,981 70,627
Current installments of long-term debt .........ccccco v, 135,050 35,311
Accrued operating EXPENSES ........c.oivcciiieririrriiaisrer e e e 134,408 119,020
Amounts due to subsidiaries (mainly trade) ........ccccco i scnnens 12,166 12,336
Amounts due to SMP (1rade) ........cccevvivi i e 28,358 107
Amounts due to ST and ST affiliates (mainly trade)..........ccccoeee v 5,434 5,250
Income taxes payable........ccoveiiiiie i 24,159 19,807
Other current liabilities .........ccovvircr e, 22,494 28,067
Total current liabilities ........cccovvvrii e e, 415,661 302,436
Long-term debt, excluding current instaliments ........c.c.cccoviniennnnn 669,485 667,205
Long-term customer deposits .......cocvveivvcie e et 41,281 10,431
Other non-current iabilities .........ccoove i 5,179 20,286
Total iabilities .....ooveee e 1,131,606 1,000,358
Share Capital.......oc..oooviiie e e 280,480 443,713
Additional paid-in capital.......c....cccieviiiiiic 1,782,633 2,238,752
Accumulated defiCit ..o (240,322)  (555,239)
Accumulated other comprehensive 10SS........occovvveicriiieciie e (49,296) (51,476)
Total shareholders’ equity .......ccocviiieiceieee e 1,773.495 2,075,750
Total liabilities and shareholders’ equity ........ccccovivciiecinin e $ 2,905,101 $ 3,076,108

See accompanying notes.
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CHARTERED SEMICONDUCTOR MANUFACTURING LTD
SUPPLEMENTARY FINANCIAL STATEMENTS - in US Dollars

FOR THE YEAR ENDED DECEMBER 31
In thousands

The unconsolidated income of the Company for the years ended December 31, 2001 and 2002 are as

follows:

Loss before inCome taxes ...t

Income tax expense
- current

- OVErProvision in Prior YEAIS ....ccecvcivercieeevriieieeesniesesene e esanee e
= deferTed .o e
NEEIOSS oo e s
Loss before income taxes is arrived at after charging:

Amortization of intangible assets...........cociv i,

Auditors’ remuneration
- current year
- overprovision in respect of prior years

Non audit fees paid to auditors of the Company ..........ccceevevreens
Depreciation of property, plant and equipment .........c..cccoevceennnee.

Directors’ remuneration
- stock-based compensation

and crediting:

Gain on disposal of propenrty, plant and equipment.............cc...c...

Government grants
- income related
- assetrelated
Interest income
- ST affiliates
- subsidiary
- others

See accompanying notes.
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- other remuneration ..........cccooviicii i e
Interest expense (net of capitalized amounts) ........cccoveeeeniinnenne.

Unconsolidated
2001 2002

$(292,842) $(308,795)
(16,026) (6,165)

957
1,389 43

(13,680) (6,122)
$ (306,522) $(314.917

$§ 2000 $ 2080

226 229
(53) -

317 536
322,864 284,592
443 (436)
4,459 2,499

26,496 28,917

98 810
12,219 13,168
599 5,423
19,076 7,514
- 1,420
25,626 8.858




CHARTERED SEMICONDUCTOR MANUFACTURING LTD
SUPPLEMENTARY FINANCIAL STATEMENTS ~in US Dollars
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands

The movements in the unconsolidated reserves of the Company for the years ended December 31,
2001 and 2002 are as follows:

Other
Accumulated
Compre- Total
Additional Retained hensive Share-
Paid-in Earnings Income holders’
Ordinary shares Capital (Deficit) (Loss) Equity
No. $ $ $ $ $
Balance at January 1, 2001 1,379,691 279,893 1,775,059 66,200 (52,696) 2,068,456
Net loss - - - (306,522) - (306,522)
Stock compensation - - 763 - - 763
Issuance of shares 4,065 587 3,838 - - 4,425
Derivative and hedging activities
including cumulative
effect-type-adjustment - - - - 3,400 3,400
Share options issued and
charged to SMP - - 2,973 - - 2,973
Balance at December 31, 2001 1,383,756 280,480 1,782,633  (240,322) (49,296) 1,773,495
Net loss - - - (314,917) - (314,917)
Stock compensation - - (253) - - (253)
Issuance of shares 3,799 547 4,750 - - 5,297
Rights offering, net of expenses 1,109,624 162,686 448,964 - - 611,650
Derivative and hedging activities - - - - (2,180) (2,180)
Share options issued and
charged to SMP - 2,658 -~ 2,658

Balance at December 31, 2002 2,497,179 443,713 2,238,752 (555,239) (51.478) 2,075,750

See accompanying notes.
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SUPPLEMENTARY FINANCIAL STATEMENTS - in US Dollars
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands

Basis of Accounting

The Company adopts US generally accepted accounting principles (“US GAAP") as its
comprehensive basis of accounting for financial reporting purposes and the US dollar as its
reporting currency.

US GAAP differs significantly from Singapore Statements of Accounting Standard {"SAS").
It is not practical to describe and quantify all the differences between US GAAP and SAS.
Major differences include:

(a) differences in the recording of capital, as a result of the Company’s capital reduction
in 1992 not being recognized under US GAAP;

{b) different commencement dates for the capitalization of interest and commencement
of depreciation of assets under construction or installation;

(c) the recognition of certain employee benefits relating to share ownership and option
plans as employee costs in the statement of operations under US GAAP, which is
not required under SAS;

(d) the recognition of the fair value of all derivative instruments on the balance sheet
under US GAAP, which is not required under SAS;

(e) differences in accounting treatment of certain debt instruments with embedded
equity components;

(f) different dates for the recognition of income, expenses, provisions for future costs,
provisions and writedowns against assets, capital transactions and other
transactions; and

(g) differences in presentation and classification of assets, liabilities, income, expenses,
cash flows, capital and disclosure items.

Requirements of the Companies Act

The consolidated US GAAP financial statements of the Company are set out on pages F-2
to F-34. Under US GAAP, the Company is not required to present unconsolidated financial
statements of the Company. In order to comply with the additional requirements of the
Companies Act (the “Act’), to the extent such requirements are not dealt with in the US
GAAP financial statements or have been waived by exemption orders of the Registrar of
Companies and Businesses, the Company presents additional financial information in this
set of supplementary financial statements (the “supplementary financial statements”). The
US GAAP financial statements together with the supplementary financial statements
comprise the statutory financial statements of the Company.

The supplementary financial statements should be read in conjunction with the US GAAP
financial statements, and comprise the unconsolidated statement of operations of the
Company for the year ended December 31, 2002 and the unconsolidated balance sheet as
of that date, prepared using the accounting policies set out in the US GAAP financial
statements (except that the investments in subsidiaries and affiliates are stated at cost),
together with disclosures required under the Ninth Schedule of the Act and with
comparative balances for the year ended and as of December 31, 2001.
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SUPPLEMENTARY FINANCIAL STATEMENTS - in US Dollars
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands

Loan to Subsidiary

During the year, the Company entered into a loan agreement with its subsidiary, Chartered
Silicon Partners Pte Ltd ("CSP”). Pursuant to the loan agreement, it was agreed that on
certain specified dates, amounts payable by CSP to the Company would be converted to a
loan from the Company ("the Chartered loan") to CSP. CSP also entered into
subordination agreements to subordinate the amounts due under the Chartered loan to the
amounts due by CSP to its other lenders. The Chartered loan bears interest at the
prevailing rate similar to other loans obtained by CSP from other lenders. As at December
31, 2002, this rate was 2.2875%. There is no fixed repayment date for the principal
amounts and the interest accrued on the Chartered loan and repayment is subject to CSP
meeting certain conditions specified in the subordination agreements. CSP will also bear
all fees, expenses and taxes incurred in relation to the Chartered loan.

Inventories

Included in inventories is work-in-progress of $5,566 as of December 31, 2001 and $6,453
as of December 31, 2002. Work-in-progress includes materials, direct labor and an
appropriate proportion of production overheads.

Net Current Assets

Unconsolidated net current assets amounted to $927,136 and $1,124,462 as of December

31, 2001 and 2002, respectively.

Subsidiaries

Unconsolidated

2001 2002
Investments in equity of subsidiaries, at cost:
- Chartered Semiconductor Manufacturing, Inc. (“CSM Inc") . $ 126 § 126
- Chartered Silicon Partners Pte Ltd ("CSP”) ....c..cccoocevcvvernnnn 213,207 213,207
- Chartered Semiconductor Japan K.K. (“CSJ"}...coocvirnereeen. 94 94
- Chartered Semiconductor Taiwan Ltd (“CST") «.....cocvvvenenn 33 33
- Chartered Semiconductor Europe Ltd ("CSE").....ccecvvvvunnnne 1 1

$213461 $ 213,461

CSM Inc, CSJ, CST and CSE are wholly-owned subsidiaries which undertake marketing in
the United States of America, Japan, Taiwan and Europe, respectively. CSP is a 51% held
semiconductor integrated circuit foundry operating in Singapore.
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In thousands

Technology License Agreements

Technology license agreements at December 31, 2001 and 2002 consist of the following:

Unconsolidated
2001 2002
Technology licenses, at CoSt.........ccocvmriiiciei e e $ 20000 $ 23453
Accumulated amortization........coccccieeviiiiieiiere e (4,833) _(6,913)

$ 151467 § _16.540

Property, Plant and Equipment

Property, plant and equipment at December 31, 2001 and 2002 consist of the following:

Unconsolidated
2001 2002
Cost
BUIIJINGS ettt ettt e e $ 149,040 $ 150,472
Mechanical and electrical installations ........cccceevviviiecnicrneenn, 262,058 291,342
Equipment and machinery .......ccccoovvrveceiiiin e e, 1,822,360 1,866,166
Office and computer equipmMeENnt.........cccovriiireeeeiinee e 62,584 66,157
Assets under installation and construction........c....occevieiinenns 281,952 238,463
TOtAl COSL.u.nviiiciiriie ettt ettt ettt e e $2577,994 $ 2,612,600
Accumulated depreciation
BUIIAINGS ettt et $ 38340 § 45867
Mechanical and electrical installations.........c.cccoovvieeiivivevienenns 139,633 167,699
Equipment and machinery ......c..ociee e 1,173,183 1,382,552
Office and computer equipment.......cc.coocveviiiivcciiien e 43,740 53,089
Total accumulated depreciation ...........cccoovee i iiiinivieeenn. $1,394896 $ 1,649,207
Property, plant and equipment (net).........ccccoceieiiniine e $1.183,098 $ 963,393
Provisions
Provisions at December 31, 2001 and 2002 consist of the following:
Unconsolidated

Provision Provision for

for doubtful
2002 warranty debts
BEGINMING «eerrtieicteieteiet ettt ree sttt et eas e st st $ 632 § 4,035
ULIHZEd IN YEAM ...t s (1,685) {(1,078)
Charge for the YEar .....cccoevvieeci e e 1,670 149
Recovery/write bacK ..o, - (674)
ENAING 1ttt s $ 617 § 2,432

S-25




10.

1.

12.

CHARTERED SEMICONDUCTOR MANUFACTURING LTD
SUPPLEMENTARY FINANCIAL STATEMENTS — in US Dollars
FOR THE YEAR ENDED DECEMBER 31, 2002
In thousands

Provisions (cont’d)
Unconsolidated

Provision Provision for

for doubtful
2001 warranty debts
BEGINNING ..ottt ettt ettt e e $ 3,235 $ 3,368
UtIliZEd iN YBAI . ..ottt e (7.577) (71)
Charge forthe year ... 4,974 738
ENGING 1ttt ettt $__632 $ 4,035

Commitments

| {a) Technology Commitment

The Company has entered into agreements to purchase technology licenses, jointly
perform research and development, and swap capacity commitments. The payment
obligations under these agreements are $170 million in 2003, $115 million in 2004
and $70 million in 2005.

(b) Capital Expenditure
Capital commitments at December 31, 2001 and 2002 consist of the following:

Unconsolidated

2001 2002
Authorized but not contracted.........c.ovoreeeeeeeeeeeeeee e $ 334286 $ 162,534
Contracted ... 84,058 237,797

$ 418,344 $ 400,331

Statutory Information Required by Paragraph 7 of the Ninth Schedule
of the Companies Act, Chapter 50

Unconsolidated

Liabilities payable Debts receivable

2001 2002 2001 2002
WIithin 2 years......coccccvveevercceeieeren s $ 481641 $ 327,604 § 282,273 $465,055
After 2 years but within 5 years........... 635,873 651,153 - 15,000
After Syears .....ccoevvvieen e - 2777 2,777

$1117,514 $ _978,757 $ 285050 $482,832

Contingencies

The Company is a party to claims that arise in the normal course of business. These
claims include allegations of infringement of intellectual property rights of others as well as
other claims of liability. In addition, the Company is subject to various taxes in the different
jurisdictions in which it operates. These include taxes on income, property, goods and
services, and other taxes. The Company submits tax returns and claims with the
respective government taxing authorities, which are subject to agreement by those taxing
authorities. The Company accrues costs associated with these matters when they become
probable and reasonably estimable. The Company does not believe that it is probable that
losses associated with these matters beyond those already recognized will be incurred in
amounts that would be material to its financial position or results of operations.
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CHARTERED SEMICONDUCTOR MANUFACTURING LTD
ADDITIONAL INFORMATION
ATTACHMENT TO CHAIRMAN’S STATEMENT

Chairman'’s Statement

The Company raised net proceeds of $612 million from the rights offering of the Company's shares
during the year.

Information on the employee share option plan are set out on page A-2.
Economic value added statements are set out on page A-2

Details of directors’ remuneration are set out on page A-3

Statistics on the shareholders of the Company are set out on page A-5

Material changes in the operating environment that affects business prospects, the business
review and future developments are included in the President’s Statement.

JAMES A. NORLING
Chairman
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Employees Share Option Plan
Share Options Granted During the Year

Date of Balance at
Grant Date of Grant Cancelled Exercise
18/01/2002 674,011 - -
22/02/2002 1,185,909 31,303 -
22/02/2002 10,870,999 1,191,311 -
01/05/2002 234,439 - -
01/05/2002 1,172,195 - -
01/06/2002 35,165 - -
30/08/2002 1,366,431 820 -
30/08/2002 14,979,848 25,956 -
09/09/2002 937,756 .
31,456,753 1,249,390 —

Balance at
31/12/2002

674,011
1,154,606
9,679,688

234,439
1,172,195

35,165
1,365,611
14,953,892
937,756
30,207,363

Exercise
Price

4.06
3.46
3.46
3.88
3.88
3.49
1.86
1.86
2.42

Expiry Date

18/01/2012
22/02/2007
22/02/2012
01/05/2007
01/056/2012
01/06/2007
30/08/2007
30/08/2012
09/09/2012

As a result of the Company's rights offering completed in October 2002, changes were made to both
the exercise price and the number of shares of all outstanding options offered or granted. The
adjustments were made by multiplying each existing option exercise price by 0.8531 and dividing the
number of shares issuable upon exercise of each option by 0.8531.

Fair Value of Options Under the Black-Scholes Option-Pricing Model

Date of Exercisable Fair Value Dividend
Grant Period of Options  Yield

18/01/2002  18/01/2002 to 18/01/2012 1.78 0.000%

22/02/2002  22/02/2002 to0 22/02/2007 1.18  0.000%

22/02/2002  22/02/2002 to 22/02/2012  1.52 0.000%
01/05/2002  01/05/2002 to 01/05/2007 1.33 0.000%
01/05/2002  01/05/2002 to 01/05/2012 1.71 0.000%
01/06/2002  01/06/2002 to 01/06/2007 1.17 0.000%
30/08/2002  30/08/2002 to 30/08/2007 0.66 0.000%
30/08/2002  30/08/2002 to 30/08/2012 0.85 0.000%
09/09/2002  09/09/2002 to 09/09/2012 0.62 0.000%

Economic Value Added (EVA)
(in US$ milfion)

Adjusted net operating (loss) before tax

Billing from SMP for allocated wafer capacity
Adjust for ‘

Equity in loss of SMP

Interest expense

Imputed interest on present value of operating leases
Translation gain — derivative

Amortization of accumulated capital charge
Adjusted loss before interest and tax

Cash operating taxes

Net operating loss after tax (NOPAT)

Average capital employed (Note 1)

Weighted average cost of capital (%) (Note 2)
Capital charge

Group EVA

Less:

Minority share of EVA

Group EVA attributable to ordinary shareholders

EVA spread

A-2

Risk-Free

Interest Rate

4.890%
4.140%
4.830%
4.360%
5.060%
4.350%
3.195%
4.141%
4.059%

Volatility
Rate

72.980%
72.990%
72.990%
72.180%
72.180%
67.690%
73.720%
73.720%
75.890%

Restated
{Note 3)
2001
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Note 1:

Note 2:

Note 3:

CHARTERED SEMICONDUCTOR MANUFACTURING LTD
ADDITIONAL INFORMATION
ATTACHMENT TO CHAIRMAN’S STATEMENT

Monthly average share capital plus interest bearing liabilities, timing provision, goodwill
amortized and present value of operating leases.

2002
Major Capital Components (in US$ million):
Long-term debt . ... $ 1,007
Short-term debt.. ... 119
B QUILY v s 1,526
OhEIS ettt 402
$ 3.054

The Weighted Average Cost of Capital is calculated in accordance to Singapore
Technologies Group EVA Policy as follows:

i) Cost of Equity using Capital Asset Pricing Model with market risk premium at 7.0%

i) Risk-free rate 3.94% (2001: 4.12%) based on vyield-to-maturity of Singapore
Government 10 years Bonds;

iii} Ungeared beta at 1.2 based on ST risk categorization; and

iv)  Cost of debt rate at 4.30% (2001: 4.58%) using 5-year Singapore Dollar Swap
Offered rate plus 75 basis point.

In 2001, EVA reported of US$754 million was based on EVA of the Group before MI.
With effect from 2002, this statement is refined to reflect the EVA attributable to
shareholders (excluding the minority share of EVA). The restated 2001 Group EVA
attributable to shareholders of US$666 million reflects the above changes.

Value Added

2001 2002
Value added per employment cost (in US$ thousand) 1.7 1.8
Value added per employee (in US$ thousand) 61 72

Directors’ Remuneration

The remuneration of directors of the Company falls within the following ranges:-

No. of Directors

2001 2002
$288,000 and above 1 3
$144,000 to $287,999 . -
Below $144,000 13 13
14 16




CHARTERED SEMICONDUCTOR MANUFACTURING LTD
ADDITIONAL INFORMATION
ATTACHMENT TO CHAIRMAN’S STATEMENT

Summary compensation table for the year ended 31 December 2002
(in US$ thousand)

Fair
Value of
Directors’ Options
Salary ™  Bonus®  Others ® Fees Total Granted

James A. Norling 350 - 158 54 562 2,112

Lim Ming Seong - - - 40 40 108

Chia Song Hwee 275 16 43 - 334 2,349

James H. Van Tassel - - - 39 39 54

Sum Soon Lim - - - 42 42 86

Aubrey C. Tobey - - - 41 41 54

Robert Edmund La Blanc - - - 38 38 54

Andre Borrel - - 49 49 86

Charles E Thompson - - - 35 35 54

Koh Beng Seng - - - 31 31 19

Tsugio Makimoto - - - 33 33 54

Tay Siew Choon - - 39 - 39 377

Peter Seah Lim Huat - - - - - 59

Premod Paul Thomas - - - - - 11

Ho Ching® - - - 37 37 129

Barry Waite® 200 667 312 - 1,179 535

Total 825 683 _ 552 __438 2499 6,141

Total as of 31 December 2001 492 3327® 206 _ 434 4,459 9.904

(1) Base salary (inclusive of employers’ Central Provident Fund (CPF)).

(2) Economic Value Added (EVA)/Performance/Performance Target Bonus (PTB)/Quarterly
(inclusive of employers’ CPF). Chia Song Hwee received the EVA and PTB bonus, which was
paid to all the Company's employees, while he was the Chief Financial Officer, prior to his
appointment of President and Chief Executive Officer on June 25, 2002.

(3) Allowances (inclusive of employers’ CPF) and others.

(4)  Fair value of options granted during the year using the Black Scholes Option pricing model.

{(5) Remuneration paid to the executive director, Barry Waite. Resigned as President & Chief
Executive Officer and Director on April 25, 2002.

(6) Resigned as Chairman and Director on August 1, 2002.
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Shareholding Statistics as of
March 12, 2003

Twenty Largest Shareholders

"No. Shareholder No. of Shares %
1 | Singapore Technologies Pte Ltd 898,409,073 35.91
2 | Singapore Technologies Semiconductors Pte Ltd 611,915,810 24.46
3 | Citibank Nominees Singapore Pte Ltd 182,747,157 7.30
4 | Raffles Nominees Pte Ltd 97,973,391 3.91
5 | DBS Nominees Pte Ltd 60,842,106 2.43
6 | United Overseas Bank Nominees Pte Ltd 39,158,637 1.56
7 | Oversea-Chinese Bank Nominees Pte Ltd 22,916,643 0.91
8 | HSBC (Singapore) Nominees Pte Ltd 20,563,757 0.82
9 | DB Nominees (S) Pte Ltd 15,294,117 0.61
10 | OCBC Securities Pte Ltd 11,638,713 0.47
11 | Phillip Securities Pte Ltd 11,566,686 0.46
12 | EDB Investments Pte Ltd 11,387,280 0.46
13 | Pornchada Vanich 10,000,000 0.40
14 | Lim & Tan Securities Pte Ltd 9,530,000 0.38
15 | BNP Paribas Nominees Singapore Pte Ltd 8,746,297 0.35
16 | HL Bank Nominees (S) Pte Ltd 8,281,000  0.33
17 | UOB Kay Hian Pte Ltd 8,134,400 0.33
18 | Kim Eng Ong Asia Securities Pte Ltd 7,434,313 0.30
19 | Morgan Stanley Asia (Singapore) Pte Ltd 6,885,888 0.28
20 | DBS Vickers Securities (S) Pte Ltd 5,403,603 0.22
2,048,828,871 81.89

No. of

Size of Holding Shareholders % No. of Shares %
1 - 999 775 1.47 219,011 0.01
1,000 - 10,000 43,800 83.35 156,520,296 6.25
10,001 - 1,000,000 7,941 15.11 258,948,174 10.35
1,000,001  and above 36 0.07 2,086,270,615 83.39
52,552 100.00 2,501,958,096 100.00

Substantial Shareholders :

Direct Interest

Deemed Interest

Temasek Holdings (Private) Limited

Singapore Technologies Holdings Pte Ltd
Singapore Technologies Pte Ltd

Singapore Technologies Semiconductors Pte Ltd

898,409,073
611,815,810

1,5610,145,883
1,510,324,883
611,915,810

Note:

e 'Substantial Shareholders’ are those shareholders who own at least 5% of the equity of the

Company.

¢ ‘Deemed Iinterest’ in shares arises, for example, when a person (including a company) owns at
least 20% of another company which in turn owns shares in Chartered Semiconductor
Manufacturing Ltd. The person is “deemed” to have an interest in the Chartered Semiconductor
Manufacturing Ltd shares owned by that other company.

persons to be deemed interested in the same shares.

This note is merely illustrative. For a full understanding of the scope of the regulations, it is necessary

to refer to the Companies Act, Chapter 50.
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