HE: ZF—F|FMA Z+AH

BILEE MIZREEN _E-FF
VY H = H B2 A [ fE S 4
(R

HOLTA G SUE B UMM R IR K
At eRlE SR FE MRS Y

dll




FEARIEI ST P8 P DAL B 2R i BRSIIMEERAST - A AER W ERRTT(HH)FIR
ANFITBHEERIESE L 7 2010 45 3 H 26 HAVEEHET (‘BB FATa TR -

1

1.1

1.2

2.1

2.2

4.1

4.2

it is noted that the NPSP of DBSHK was issued in July 2003. Please advise whether
the NPSP was reviewed and updated in the light of the guidance provided by the
Suitability FAQ issued by SFC in May 2007. If yes, please provide relevant
document({s) that recorded such a review and a copy of the updated version of
NPSP.
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it is stated in paragraph 8.1 of W26(C) that one of the requirements of the primary
target customers is “possessed sufficient knowledge and experience in trading
securities and securities derivative instruments”. Please advise whether DBSHK has
any written guidelines on “sufficiency” of knowledge and experience for reference
of sales staff. If yes, please provide the relevant document(s).
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Please advise on the series of Lehman Brother-related CILLN Notes the collaterals of
which comprised collateralized debt obligations (CDO).

7% 34-37 ~ 43-46 - 55-58 « 59-62 - 63-66 - 67-70 ~ 71-74 J7 78-81 -
Please provide the following documentation, if any:

{a) marketing materials {(e.g. product flyers) of the relevant series of LB-related
CLN Notes that contained a warning that investors might incur a fofal loss of

their principal in the event of a default of one or faw of the underlying
collaterals; and
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4.3

4.4

5.1

5.2

5.3

{b) the suggested scripts of the relevant series of LB-related CLN Notes
provided to sales staff that contained a warning that investors might suffer a
total loss of their principal in case a credit event occurred in respect of one
of the reference entities.
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As stated in paragraph 42.3 of W26(C), an annual mystery shopper exercise was
performed since 2004. Please provide:

(a) the findings of the mystery shopper exercise in 2004 and 2005; and
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(b) the relevant documentis showing the rectification and follow-up actions
taken by DBSHK to address the irregularities identified in the annual
mystery shopper exercise.
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it is noted that when the CLN Notes were first distributed in September 2003, all
sales staff were required to attend one of the training sessions on the CLN Notes
conducted by the Global Financial Group (GFM) and complete a quiz after attending
the training sessions (paragraph 17.2 of W26(C)).

{a) Please advise whether training sessions were conducted by GFM when a
new series of the CLN Notes was launched; if yes, please provide the details,
including copies of the training materials, if any.
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{b) In respect of the post-training quiz, please provide:
(i) the passing score of the quiz;
70% '
{ii) the percentage of sales staff having passed the quiz; and

99.24%
{iii) a specimen copy of the quiz.
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Out of the complaints received after the collapse of Lehman Brothers (i.e.
complaints from 2,776 customer accounts as mentioned in paragraph 44.2 of
W26(C)), how many of them related to transactions in which the customer’s risk
tolerance level did not match with the risk level of the product?

1

It is noted that additional approval from senior staff would be required if a customer
intended to invest in a product with a risk level above his/her risk tolerance level.
Had the internal controls of DBSHK identified any case in which it was confirmed
that the products were not suitable for the customers and the additional approval
should not have been given for the transaction?
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