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Ms YIP Yok-tak, Amy, Chief Executive Officer, DBS Bank (Hong Kong)
Limited:

I, Amy YIP, solemnly, sincerely and truly declare and affirm that the
evidence | shall give shal be the truth, the whole truth and nothing but the
truth.

ET &
HBEL L - FEBERBLL -

ERRIT EBEVERATEZBIEEFEERFEAHFE R
TEHEBELTFBXL -

ARNERRE - ELLEM - BE BV R AR N2
MBEE R BFEE 2N > LEES -

EY&
B A R AL

ERRIT EEERLAAAFERTEETERERRBERT
REIBHHAFXL -

RN - LA BE B LR AT EZEE - 5
BHEIABFEHE 2 LEES -

e
o A e

ERfEALL  FR3A26HA/INHE EG W E
ANBRE & R ENNEIH  ZEXHE =
W26(C)5% - T+ - (RIEAER S EAXF/NHEZEE & HRE
P 1E Ry 92 2

Ms YIP Yok-tak, Amy:

Yes.
FE -
W o L IREIRHBE SN EG R AR/ ?
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Ms YIP Yok-tak, Amy:

Not at the moment. Thank you.
TE

Tt IR E/N & B R E e (IR Ay R R R 5
B e e B8 Ry W275F S - R 2 S IE A A/ ZE B g E L E
kB ERER 2

Ms YIP Yok-tak, Amy:
Yes, | do.
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Ms YIP Yok-tak, Amy:

ﬁﬁ[ nul

\.\\
1

/

Chairman, yes | am. | began my responsibilities in the capacity of
Chief Executive Officer of DBS Hong Kong Limited some time in September
2006. Prior to that, the Chief Executive of DBS Hong Kong Limited was Mr
Randolph SULLIVAN who is currently retired and residing in Paris. His
contact details we do not have right now with us. We can submit that after
the meeting. The Head of the Consumer Bank at the time was Mr Sunny
CHEUNG who is no longer employed withus.  Again, his contact details can
be provided after the meeting. The Head of Product Sales at the time was a
gentleman by the name of Mr Richard WONG, who is currently not employed
with DBS. Again, detailed contact details — we will notify the Committee of
the contact details after the meeting.
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EE

o EOE TR ERZ RN B F I E AL A& AT EL T
fE o DUk H 0 0 A M & T -

ErA
Ms YIP Yok-tak, Amy:

Sorry, Mr Chairman, are you referring to the exact job titles of the
individuals who were responsible for the distribution of the notes?

T/ -

ﬁ%ﬁ&%ﬂL%ﬂj%f@E W N B4 DL CE R AT DUER
P Bt % g RS Y G B e

EZERENBEREEZFELNTM AW DOLAEEEDN
e 24 KBRS T

Ms YIP Yok-tak, Amy:

it

Fine. The products were distributed at the time through the Consumer
Bank of DBS Hong Kong Limited. The person who was Head of the
Consumer Bank at the time was Mr Sunny CHEUNG. Again, | regret to
inform you that we will notify the contact details after the meeting.

E/E

i g TR EREFENE TR E TIHE XL E
an B P A2 R - DAOR HL 278 RO 4 R e s 7 v -

Ms YIP Yok-tak, Amy:

The person most directly responsible for the overal distribution and
training of the Constellation Notes at the time was Mr Richard WONG, who
was Head of the product group of the Consumer Bank. And his contact
details, we will notify the committee of his contact details.

/K-

%%*ﬁﬁﬁ ER—RHEAN > FREMNTEHERERZ K
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Ms YIP Yok-tak, Amy:

Chairman, in order to provide the most accurate information, I'm afraid
we have to go back to our records, affirm the records and report back to the
committee.

E- 4
IRy e AN SR g kIR ALHI A BRI PR E R -
AL EEE - R B RR R R AR gy — T -

KEesEME—M RBEFHNELER  ERTERZ
Constellation Investment Limited #¢ 77 1 %5 # 1 & £ & % (H
"Constellation Notes")#J B if ZHE A\ - 35 R 2 R & HE(F Bl &
ELZHEANABNEL ERTENEMNEBETNE LE G2
EEMEZF R ET KB ZE0E 2

Ms YIP Yok-tak, Amy:

Chairman, the design and wholesale distribution of the Constellation
Notes were centralized in DBS Singapore at the time.

T/ -

HERVREH BN LA AT i EEL LR
il 1F 2 e

Ms YIP Yok-tak, Amy:

Yes. The role of the arranger, Chairman, the role of the arranger is to
conduct due diligence on the structure of the product. They are aso
responsible for ensuring that the structure, as well as the distribution of the
products, the operations of the products are in line with the local regulations.
They are also responsible for preparing the distribution documents including
the prospectus, marketing material. They are aso responsible for
contributing towards the training of the sales staff. These are the overal
responsibilities that include but they're not exclusive.

T/ -

L FERBYBRE E L1 - B E FFRER - "DBSHK and
DBSSG were named as the joint arrangers of the Programme." [fj
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EEEM R it : "DBSHK did not, in fact, act as the sole
arranger of any series of CLN Notes."|fj f£ 2.3 » g X &
"DBSHK did not, in fact, act as an arranger."3k:5 /R B E » =L
T REMEMACEN—Ek ?

Ms YIP Yok-tak, Amy:

Chairman, at the preparation stage of the Constellation Notes, DBS Hong
Kong Limited was indeed considered one possible arranger.  However, in the
execution of the distribution as well as the structuring of the Constellation
Notes Programme, it was decided that the arranger role would be concentrated
in DBS Sing., where the expertise resided. Therefore DBS Hong Kong was
not party to the arranging of the Constellation Notes.

EE

g > BEEERKS - R BERTEREES —(#joint
arrangerliflg ? 20 5%& 1~ ...... = 7sole arrangerlg 2 WA 2 » 286
joint arrangerlg ? & & 58 & 1 & arrangerllg ? [Al & K 1 31 # 5
FRrER L IE e 22— > Al E—FBIF » B L2

Ms YIP Yok-tak, Amy:

The role of the arranger is different from the role of the distributor.
Throughout the launch and the implementation of the sales of the
Constellation Notes, the role of DBS Hong Kong limited was strictly that of a
distributor, as the agent for the distribution of the Notes.

/K-

ECEAE IRV IRM c RMBEZEH T ERE— P IRE > 1 F
AR A 2 M — (R - AR B B E Y W26(C) 55 4.3k At
# o ERTENESRRAE2004F7H29H @ @& - RE 7
Constellation Notes(7/ /7 2#) - (H 2 2 R & & 5 £ R 20034+
9H Bk By H A —{lf] Constellation NotesE {[f % 41l Y 43 #H 74 - Fy il &
HRESHEFEE L TI0E B % > A EHHL MR ? B4 -

Ms YIP Yok-tak, Amy:

Chairman, in the course of the preparatory work for the distribution of
the Constellation Notes, which included thorough due diligence on the
structure as well as the risk nature of the products, the risk rating of the
product, the suitability for specific classes of customers, the preparation of the
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distribution material, etc. were informed ...... were duly informed ...... | mean
the Board was duly informed of all the work that had been done. The work,
the approva actualy, is through a product programme structure through
which all the relevant operational as well as the risk and compliance parties
signed off formally before the product was actually launched. The boards do
not approve — are not required to approve specifically the distribution of a
product. In the case of the board resolution on the date as pointed out by the
Chairman, that was a formal signature to verify — it was a formal signature to
complete on a post-dated basis the afore one. That was part of the ...... a
form that was — | would have to come back to you with the specific name of
the form, but it was, | believe, a distribution agreement that had to be formally
signed by the Board.

E- 2

L AFENE A DERES EAUM T o B -
Ms YIP Yok-tak, Amy:

We will.

EE

Ho A Ry T BB G & B PR 1 - TSR TR B MO — W i o 1 S PR 4
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PIZTHEEMREHREE - LEMEREREE -
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Ms YIP Yok-tak, Amy:

Chairman, prior to the acceptance of a product for distribution, there is
intensive discussion between the relevant business unit, in this case the
consumer bank, as to what the market conditions are, what the range of
products available in the market consists of, and whether DBS feels that the
product is suitable for distribution through the consumer bank to the retail
customers. Therefore, the first step is to fully understand the nature of the
product, in other words, the structure, the integrity of the structure, the
investment returns — potential investment returns versus the risk in the
marketplace at the prevailing time, the riskiness of the product, the various
elements of the risk, the risk classification, the DBS capabilities in producing
or arranging such a product, the operational aspects of such a product.
Having decided that the product — after the due diligence process — that the
product characteristics are in line with duty of care for the customers and that
it's a suitable product for the customers and is in line with the market is
offering at the time, we then go through the product arranging aspects, which
is the documentation of prospectus, the preparation of the relevant documents
including the offering prospectus, the marketing material, the sales kit as well
as preparation and implementation of the training for all the staff who will be
responsible for distribution of the product.

E- 2
MEEA -

HEBHFHSR -
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EE -
T .
Ms YIP Yok-tak, Amy:

Chairman, the product characteristics, the product structures were not
new to the market. The first-to-default basket in the structured note form
was a product already in the marketplace at the time of the distribution. Our
staff took every step to ensure that we understood what the product was, the
structure, the risk characteristics, the returns, market conditions at the time
prior to deciding whether a product was suitable for distribution.

ET &
Phat B -
HEFHAE -

ERE o ENHE A R FEE ST E L EREAAG R
EmE A BN S EEEHE T - EELE L FlanT R
fr{Ez" » EE RS - W2 —(E a2 - 2R & 52
BT - i A4 R A — (R B 4 R A R R (E R Al
£ B8 4 H 08 2o dn i - F — D 20 BTan @& 2R" - il
ARFRENERNEFRARNGERHERAHESHEE
e -2

EE -
T
Ms YIP Yok-tak, Amy:

Chairman, can you please ask for clarification of the question? 1'm not
guite sure what the questionis.

A
Py - MERE » FIREEEIRIME -
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HEB#FEZE -

ZATE/NHZE BRELMEEESE - EDKEAEH A
FAGEEIRTT R MRS EE - (H2 - WMAEIE TR
fRiEZ:"E (6 M - EE RS E LB - DIarik A NG
"RIRE SRR E — EE R A R A o B B R A A E
FE fm o P — B E 2R Y A R HE B R - R S B R E 4
MEGHES ?HCHESRN D HEENE R A A IS - 5
HAEM"ES"NAEESEG ?

EE -
e
Ms YIP Yok-tak, Amy:

Mr Chairman, while I do not quite see the connection between the
Minibond and the Constellation product, let me try to clarify by stating that a
bond or a note in the marketplace is an interest-bearing instrument and that is
fairly common market terminology to name an interest-bearing instrument
either abond or anote.

In the preparation of the launch of the product, in line with the extreme
care that we take in the due diligence process, we also took steps to ensure
that the name would clarify rather than confuse the potential investor.

A
MEEA -
HBHEFE -

T % - Constellation Notejg — il {8 HH Y %45 - HH XXHYEEH
REREESHE —EEMY B EETR 2 A0 E 8 =0 &M E R
0 SHLAERMBMAER - LHMMEE  REBEBEEED -
FrlREREI R "ESF" EWMET R EEHEGER S fL&
ERESR AES"EEAHESEEIE ?

EE
T
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Ms YIP Yok-tak, Amy:

(The buzzer sounded) Chairman, a bond is an interest-bearing instrument.
Therefore, the choice of either a bond or a note is an accurate description of
the nature of the product. | may aso like to add that the distribution of the
product involves an intensive discussion and interaction between the
institution and the investor and the customer during which the risks as well as
the nature of the product are very clearly laid out; and in our selling guidelines
provided to our staff, we make sure that the product features, the risk
characteristics are clearly laid out and clearly explained.

e
mEERBEEZEE -

=
HEWER -

i N ANEEAE R EEE e Y AR itE R T 2R
HH O ME ETEATFTEEEEE > AAGAEFRUEAKES
1y e
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B A ENEINERARANLRES - WEM > FFERE—T -
Bk KB EEHERR » LDRORTEHRELEHEZRFS
R 40 o] fE fRE 22K P 2 B IR W26(C) 55 6.1 B A it 1Y & & & 5
g 2

ZE -
TEL A .
Ms YIP Yok-tak, Amy:

Chairman, the selling guidelines provided to our staff are very explicit on
one: no unsolicited calls.  In other words, the target customer is a client who
has prior investment experience. There is zero tolerance for deviation from
our selling guidelines. We aso have selling guidelines related to the more
vulnerable customers such as old age. Selling, distributing investment
products to experienced old-age customers aso have strict guidelines
applicable. In the course of conducting the distribution of the sales, if we
found any deviation from our staff, from our selling guidelines, we would take
proper action to rectify the situation as well as to reprimand the staff.

ET &
CE TR
RRAAA :

L WM AR —MTELL LR A A A A - T (A] SR F
BHEZ N Fre 2 i &R — T & A A2 AN IEAE S | v
g - EHEEHEESIEZ B SR ?

EE -

e
Ms YIP Yok-tak, Amy:

Chairman, if | may be alowed to use some numbers to put the
complaints into perspective, between 2003 and September 2007, DBS Hong
Kong distributed over 80 credit-linked notes to our customers. Of these
80 plus credit-linked notes, 34 were Lehman-related. Between the period,

during the period of distribution from '03 to '07, the number of complaints that
we received on non-Lehman-related credit-linked notes was 21 out of
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8400 plus transactions. So the complaint rate is less than 0.25%. The
complaints that we received related to the Lehman Brothers after the credit
event of Lehman Brothersis unprecedented and actually very unusual.

A
R B -
BER#R -
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Ms YIP Yok-tak, Amy:

Chairman, we have, amongst our staff, records of investment behaviour
and investment records of our staff. Our staff do not engage in unsolicited
calls of customers who do not have prior experience. That is very clearly
laid out in our selling guidelines.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in conducting a banking business, we very much act on
the trust between the customer and ourselves. We therefore take very
seriously the product due diligence process whenever we consider a product
for launch. At the time of distribution, the reference entities used in the first
default baskets that constitute the Constellation Notes had credit risk ratings
that were above investment grade. The collateral credit risk rating was all
triple A at the time of distribution.
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Ms YIP Yok-tak, Amy:

Chairman, in considering the riskiness of the product, we definitely do,
in line with market practice, put a certain amount of reliance on the credit
rating of the reference entities as well as the underlying collateral as provided
by the credit rating agency. This is in line with market practice. At the
same time we also make sure that the risks are clearly displayed and explained
to the customer, and that the customer understands the risks prior to the
customer investing in the product. For example, the fact that if there is a
credit event with any of the reference entities under the first-to-default baskets,
the customer may stand to lose a substantial part or the entire principal
invested. Therisk is clearly laid out in the marketing brochures as well as
the prospectuses. On the front page of our marketing brochures we write
explicitly that the Constellation Note is not principal-protected. And in the
course of the distribution and the discussions on the product, the sales staff are
clearly instructed to go through all the risk elements as well as the structure of
the product to ensure that the customer has the relevant information to make
an informed decision on the purchase.
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Ms YIP Yok-tak, Amy:

The rating agencies and the credit rating that they assign an entity is very
much part of an accepted judgement. The market accepts that as a
judgement on the credit standing of the corporation or entity under review by
the credit rating agency. As | pointed out, the credit rating is just one
consideration. The most important consideration is that the product structure
and the riskiness are appropriate and clearly explained to the customer. Prior
to the Lehman default...and | can provide default data to the committee after
the meeting. Prior to the Lehman incident, the default rate of
investment-grade entities were very low and close to negligible. And that's
why we focused on the A-and-above-rated credits when we were structuring
the products.
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Ms YIP Yok-tak, Amy:

Series 34, which was distributed in February 2006, was the first time
L ehman Brothers was used as a reference entity in the credit-linked notes that
were distributed through the Consumer Bank.
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Ms YIP Yok-tak, Amy:

With respect to the Constellation Notes, yes. Lehman, however, was a
name that was very well-known in the marketplace and there were other parts
of the Bank that had distributed L ehman-related products to other customers.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in terms of the exact numbers, we will have to respond
because | do not have the information with me right now.
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Ms YIP Yok-tak, Amy:

To other parts of the Bank? Chairman? To other parts of the Bank or
to......
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Ms YIP Yok-tak, Amy:

We will also respond with the exact numbers.
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Ms YIP Yok-tak, Amy:

Chairman, | will also have to respond.
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Ms YIP Yok-tak, Amy:

Mr Chairman, to put it in perspective, my response pertains to our desire
to cooperate and, therefore, to provide the exact numbers in response to the
guestions asked. If | may again use some numbers to put the matter into
perspective, the amount of Constellation Notes and Lehman Brothers-related
Constellation Notes that were distributed through the Consumer Bank actually
accounted for less than 5% of the total sales volume. Now, the Consumer
Bank sold the bulk of the Lehman-related products. Therefore, the

L ehman-related products that were distributed by other parts of the Bank were
negligible relative to the amount distributed through the Consumer Bank.
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Ms YIP Yok-tak, Amy:

If the question relates to the exact number of products, transactions,
customers and complaints related to the distribution of Lehman-related
products outside of the Consumer Bank, | do not have the exact information
with me right now.

EE -
Rk A e
Hon Audrey EU Yuet-mee:

| am only asking about the Consumer Bank. | am interested in the
proportion of the complaints out of the number of the Lehman-related
products that you sold. If you say you don't know the percentage, just say
you don't know and you tell us later because already it passed six minutes. |
need to move on to my second question. This is really only my first
question.
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MsYIP Yok-tak, Amy:

With relation to the Lehman Brothers Constellation Notes that were sold
through the Consumer Bank, we sold approximately 3 380 plus transactions,
of which we received over 2 000 complaints.
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Ms YIP Yok-tak, Amy:
Chairman...
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Ms YIP Yok-tak, Amy:

Chairman, we are unable to discuss the details of the investigations and
the discussions are ongoing right now with the regulators.

REHZES -
T BEFEIE.....

16.04.2010 p.25



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

EE

PN
GN

=23
£z

FEBMHEER -

e L BE 25 5T B MOR 2 B A (S A ROE MEAE - R TiE
B EZAGRERAE KRS R ELE E A TR
FEmET -

/K-

Et -
REBHA -

EFE - 2SR ®RE ...
MsYIP Yok-tak, Amy:

p=qUits
ll

\

=

Chairman, may |......
AEHFE

------ ®RIEBNREE - B & EZREBIRT AT 2
EY &

0 R B T Y R AR R R R R R A — &) wT DURE B — R R
[ ATDARY - RER IR AV AR E R o RE IR ... A 2 B ] (R By
R -

Ms YIP Yok-tak, Amy:
Thank you. (The witness sought legal advice)

Chairman, | am advised that | must respectfully decline to answer your
guestion. You will appreciate that such an investigation will be subject to
section 378 of SFO, the secrecy provision, and most importantly, we believe
that such information attracts public interest immunity, and | claim such
immunity in respect of the information.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in conducting the distribution, the primary focus was on
our target customers, as explained in our submission. There are people who
may be customers or not customers, who read the advertising, who sees the
marketing point of sales displayed, who have heard of the product from other
people who would have come and who did come and ask our sales staff about
the product and explain their interest. Under such circumstances, we go
through the proper sales process of reviewing with the customer or the enquiry,
the investment experience, the source of funds, the risk tolerance of the
customer and their financial needs. We then apply what we consider is their
proper risk tolerance against a number of products that have similar risk
ratings and lower risk ratings. Having gone through this exercise, if the
enquiry is still interested, or was still interested, we would have gone through
the proper sales process of explaining the product characteristics and the risks,
etc., with the client.
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Ms YIP Yok-tak, Amy:

We would.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we do review the riskiness of the product based on
prevailing market conditions at the material time. The customers are
provided with monthly price valuations, the price being an indication of the
volatility of the price of the investment they hold. At the same time,
customers are provided with regular updates on market conditions every
month, and we also provide exit prices for the customers should they wish to
exit the investment before the maturity date. At the same time, when there
are unusual market circumstances, such as downgradings, as well as the
events such as Bear Stearns event, we took proactive action to contact our
customers to inform them of the prevailing market conditions of the time.
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Ms YIP Yok-tak, Amy:

Mr Chairman, most of the Constellation Notes were rated 2 risk in view
of the credit ratings of the reference entities which were above investment
grade, definitely A and above, and the triple-A rating of the collateral. As
the markets became more volatile, especialy towards 2007, 2008, we felt that
the returns that could be generated from products of this nature were no longer
in line with the potential risk that investor would have to assume. We
therefore suspended the arranging and distribution of such products.
And ......
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Ms YIP Yok-tak, Amy:

Mr Chairman, the risk ratings that were given were relevant to market
conditions at the time of the launch. During the holding period of the Notes,
we take care to ensure that the investors are provided with regular updates on
the status of their products. The subsequent risk rating requirement was a
regulation imposed by the HKMA after the Lehman incident, after the
L ehman bankruptcy, and we complied with that.
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Ms YIP Yok-tak, Amy:
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Mr Chairman, the risk rating — it was market practice at the time that the
risk rating was the one that was assigned at the time of the launch. However,
during the holding period, during the life of the Notes, DBS took care to
ensure that the customers were informed of the status of the investments as
well as market conditions of the time, and these are information provided in
addition to theinitial rating.
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Ms YIP Yok-tak, Amy:

The product that was launched, the credit ratings of the reference entities
were above minimal investment grade. The rating of the collateral was
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triple-A and relative to other interest bearing instruments such as corporate
bonds at the time, the riskiness of that product was considered a 2.

ES &
2 E
HPREA -

LG EIROTHFIH NELE R - (KT A #Y CDSHY & &f 1Y Al 24
s - CODONRYEERE » B A2 A A E3A Y EIFH Z3A
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ErA
Ms YIP Yok-tak, Amy:

i)

il

i

Mr Chairman, market conditions can change dramatically overnight. In
assigning arisk rating of 2 to the product that was launched in June, we went
through the strict, due diligence and risk rating product that was consistently
applied to al our other products, which were also done relative to the
marketplace. Alright. The bankruptcy of Lehman Brothers was totally
unexpected by the marketplace, and took place over one weekend. When
L ehman went into bankruptcy, it was still rated investment grade.

E- 2
OK - i eMEMf®EEA -
BiH#ER -

T B LHANSEEADE R ZH#ELE EE2E=
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Ms YIP Yok-tak, Amy:

Chairman, the risk rating of "5" was in compliance with guidelines
provided by the regulators. While we did not formally rerate the risk rating
of the Constellation Notes prior to the HKMA requirement or guideline, we
took active measures to inform the customers of unusua events as well as
market conditions, as well as the prices. In fact, in the latter part of the
period under discussion right now, we actually revised the redemption prices
on aweekly basis versus a bi-weekly and monthly basisin the earlier times.

E- 2
PREE B -
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Ms YIP Yok-tak, Amy:
We did.

E/E

/

L MrEMESEEPANGEN  DEXFEEFTRE
ta JATE R 2

EE -
TE A .
Ms YIP Yok-tak, Amy:

Chairman, the monthly statements to the customers provided them with
the most updated market price of their investment. At the same time, we took
pro-active measures to contact customers to inform them of market conditions
aswell as downgradings. Thisisto ensure that the customers had sufficient
and proper information to make informed decisions as to whether they wish to
stay in the instruments, or whether they wish to exit. Should they wish to
exit the instruments, we made available exit prices.

ET &
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EE -
T .
Ms YIP Yok-tak, Amy:

Mr Chairman, when the customers felt that they wish to exit from the
product, we made available a market price for them to exit the product. At
the same time, we ensured that we pro-actively provided the customers with
market conditions, especially with relation to the volatility in the marketplace,
so that the customers can make an informed decision as to the action that they
would like to take on their investment.

ET &
FETEE
BERHA -

EFE - EEEERE R Z®K  REIES 2D F F A8
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FE
ErAt
Ms YIP Yok-tak, Amy:

Alright.  After receiving the information from us pertaining to the
market conditions, the customers made their own decisions, alright. Based
on my recollection of the decisions of the customers at that time, many of
them chose to stay with their investment.
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EE -
T .
Ms YIP Yok-tak, Amy:

Mr Chairman, it is our responsibility to our customers to ensure that we
provide them with sufficient information and the appropriate information in
order to make a decison. The decision is made by the customer. We
cannot make the decision for the customer.
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Ms YIP Yok-tak, Amy:

Chairman, the information provided is bilingual and it was available in
Chinese. In addition to the conversations with our staff at the distribution
points, the customers also had available to them on a 24-hour basis a hotline.
We would be able to provide information in Chinese, and aso the information
isaso available on the intranet in both languages.
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EE -
T .
Ms YIP Yok-tak, Amy:

The arrangers......

T/ -

FEWER -
AT IREIFIGEGRAEE » M ASRERH -
A

S A 4 T+ 70 (L

Ms YIP Yok-tak, Amy:

i
X

Kool B EDOR T2 L 22 H B

Chairman, | am trying to clarify — sorry — | would like to clarify the
nature of the information that can be provided ......

FE
IF1y e
Ms YIP Yok-tak, Amy:

...... because the Honourable Ms LAU refers to Board meetings. While
risk matters pertaining to market conditions are brought to the attention of the
Board, we also had the product due diligence discussions surrounding market
conditions, selection of suitable products for the customer at the time were
conducted more on an operating level between the arrangers, between the risk
managers and between the distributors.  We will try to provide, we'll go back
and try to provide, some of the meeting notes.

FEWES -
Ry BN iR MAEE...
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Ms YIP Yok-tak, Amy:

Okay. Outside of the 2000 plus complaints relating to the Lehman
Brothers related Constellation Notes, throughout the distribution period of
over 8400 transactions of non-Lehman related Constellation Notes, we
received 21 complaints. Out of the 21 complaints, 14 complaints occurred
after Lehman’'s bankruptcy. The 2000 plus complaints that we received
with relation to the Constellation Notes were received after the credit event,
after Lehman Brothers declared bankruptcy.

FRW#ER -
FE o BIE.....
E/E
BEE -
HBWES
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Ms YIP Yok-tak, Amy:

Of the complaints that we received, the bulk is after Lehman Brothers
went into receivership.
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EE -
T .
Ms YIP Yok-tak, Amy:

If there were complaints, there were very few and | would have to come
back to you with the exact number.
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Ms YIP Yok-tak, Amy:

il
i)

The information that we provided were market conditions. The
discussions included credit ratings of the reference entities. We can certainly
provide the Honourable Ms LAU with the number of redemptions during the
period which unfortunately | do not have with me right now.
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A
BliEE -
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Ms YIP Yok-tak, Amy:

Oh, dear, um ...... | think | have lost track of the question. (Smiling) | am
SO sorry.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we provided information on market conditions, we
provided information ......

FEWES -
PNEHBRALL T ERFE -
Z/E -
et [EE -
Ms YIP Yok-tak, Amy:

...... on downgrades. We provide information for the customers to make
adecision, we cannot make the decision for the customers.

EE -
FFEE
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Ms YIP Yok-tak, Amy:

Mr Chairman, we are very specific that there is no principal protection
on the Note. Therefore, at the time there will be times when the price loss
would have been great, would have been big. (The buzzer sounded)
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Ms YIP Yok-tak, Amy:

Mr Chairman, we can provide the exit prices over a certain period of
time. | do not have the information with me right now.
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Ms YIP Yok-tak, Amy:

Chairman, yes, we did.
FHE

R A -
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Ms YIP Yok-tak, Amy:

The purchase would have been conducted by the arranger, which in this
case would be DBS Singapore. We did not make any money from providing
these exit prices.
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Ms YIP Yok-tak, Amy:

DBS Singapore as the arranger was the market maker who would have to
take it onto their books.

e
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Ms YIP Yok-tak, Amy:

The purchaser, yes. The purchaser was DBS Singapore.
EE -
WA -
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Et e

Ms YIP Yok-tak, Amy:
Yes.
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Ms YIP Yok-tak, Amy:

Chairman, no.

16.04.2010

p.50



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

A
R A -
FEAHA
& DBSH N tR E - HIE IR & #E PR E /Y 2
T/ -
T -
Ms YIP Yok-tak, Amy:

DBS Singapore.
EE -
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Ms YIP Yok-tak, Amy:

Asfar as| know, no.
E- 2
REA -
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EE -
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Ms YIP Yok-tak, Amy:

It was not available on the statement due to the way the system for the
technology behind the preparation and the printing of the monthly statements.
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Ms YIP Yok-tak, Amy:

Chairman, the statement is one source of information. We provided
market updates, verbally as well as on the intranet.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the information on the risk rating was available on our
Intranet. It was available through our hotline, through our branches and
through our customer service people.

FEHHA -
A5 9275 5 (1 B AR ..
ES &
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HAE
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Ms YIP Yok-tak, Amy:

The intranet is part of the electronic backing platform that we provide to
customers.
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16.04.2010 p.53



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

FEEHA -

LR IR ERESR - &l —— 3396 F A X 2 FEAi
H-EFHFHCE#EBNPET70RYIG"E2E" BFMEIH 4H
5H 6H ~7TH#H & EF Elevel 5 2 EERNER ?

ES &
$EA -
FHFHA -

EHEEE  REBEHEEAEE - WRIMAER » Ra] LA
checkiE 2% » TR A [E % -

Ms YIP Yok-tak, Amy:

That information is available on the intranet, at the times.
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Ms YIP Yok-tak, Amy:

Mr Chairman. Even though the risk rating 5 was not available on the
monthly statements, that information, together with information about market
conditions, credit ratings, so on and so forth, were made available to the
customers in English and Chinese on the Intranet through our customer
hotline or the branches and our customer service people.

FEFAHZL

FE

RiEBE -
FEHES

L LA IE—RERZEHRMEFORES - Fayg[ik 2
3+ "We proactively (7 #F 7z Z &) inform our customer of the
rating of the CLN notes." Proactively » &% B[l & &6 ¢ 1E A B
4 kA % proactivel ylg ?

FHE

o vl
FEHAZEA -

B8 A Hth 7 1% proactivel yry 2 S E R AT RERR & T % -
Ms YIP Yok-tak, Amy:

The conversations and the interaction between our customers and our
customer service people included conversations about the changes in the risk
rating as well as the riskiness in market conditions prevailing at the time.

ET &
OK -

FEHHE -
L R R -
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ET &
OK - ff -
FHBHA :

A3 396(HF F - WA MIERH 20853 ~4H ~5H ~ 67 »
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FRIHR 23 000 & & = [ ¥ &t ¢ "R e §il B A K {5 2 level 2
3 41 BAECLKEEKST - " HIRARMMAG 7 IFF xRl
R ? BREEHTEAAEA LRI - £ /R B A A 8% E
e

ET &
A -
FHBHA -

5 1L f proactively ? fR[E 2 7 3% » B4 | o ff o B 2
{7 - proactively [ 2K 5t /2 % 7E Internet -

EE -
A
Ms YIP Yok-tak, Amy:

Chairman. When an extraordinary event happened in the marketplace,
such as the events surrounding Fannie Mae, Freddie Mac, Bear Stearns, we
actually — our customer service and hotline — actually called the customers and
alerted them of the situation.

FHHHA

753 000% (4% B H 2
2

IREHER -
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FEHHA -
o EHTE -
ET &
B 7 1 3 L -
BERHA -

B R R G2 U2 GE B RO R RE A dE BE Y B ORE o At 4 1 2
20034 #2007 9H » BB LEH 7 AM80 ECLNE L - H
HIMEERE=S AW - EFBERFEF » R E2IRK
RERFEFEHEME > WERKRESHERORFRT  £5 K
AL i ) A 2% A4 2
EE

Tt o
Ms YIP Yok-tak, Amy:

Mr Chairman, if | understand the question correctly, it is how many
complaints that we received about Lehman-related Constellation Note from
the launch to the current time?

Hon Paul CHAN Mo-po:

Ohno. Chairman, my question was......
TE

PR A -
Hon Paul CHAN Mo-po:

According to Ms YIP, during the period from 2003 to September 2007,
DBS sold about 80 plus CLN products, of which 21 — of which 34 related to
Lehman linked products. Of the non-Lehman linked products, you received
21 complaints. My question is, during the same period, how many
complaints did you receive in respect of Lehman-related products?
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EE -
T .
Ms YIP Yok-tak, Amy:

Thank you. The 21 complaints actualy were received from 2003 to
year to date, probably March 2010. Out of these 21, 14 were received after
Lehman went into receivership, which would have been September of 08.
Right, so with respect to how many of the 21 complaints were made before
September 08, | would say, probably seven. So, in terms of whether we
received any Lehman Brother complaints before September 08, the exact
number | would have to find out because the bulk received after the
bankruptcy event, but | would say very few. Off the top of my head, very
few.

ZE -
Hon Paul CHAN Mo-po:

Chairman, do you have — Ms YIP, do you have any idea as to the nature
of the complaints?

EE -
A
Hon Paul CHAN Mo-po:

The nature of the complaints that you received prior to the bankruptcy of
Lehmans.

EE -
TE A .
Hon Paul CHAN Mo-po:

Anything related to, | mean, any complaint related to the product itself?
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Ms YIP Yok-tak, Amy:

| would have to go back to the records. But | would, off the top of my
head said that any sort of product-specific-related complaints were probably
very minimal.

ZE
Hon Paul CHAN Mo-por:

Alright, let me move to the other question. That one relates to
paragraph 7.1 of your statement.

You mention in paragraph 7.1 that, apart from your Consumer Banking,
other divisions of the bank also sold Lehman-related products, but to different
customer base. Can you please elaborate that? What is the other customer
base are you referring to?

EE
Tt o
Ms YIP Yok-tak, Amy:

Mr Chairman, the other customers could principally be private banking
customers of our Private Banking Division, as well as corporate customers
under our Corporate Banking Division.

EE -
PR A -
Hon Paul CHAN Mo-por:

Chairman, if | may follow up on the question earlier on raised by the
Honourable Ms Audrey EU? Ms YIP, in mentioning after the bankrupcy of
L ehman, altogether they had got 2 000 complaints — 2 000 plus complaints.
Do you have an analysis as to the percentage of these complaints related to the
primary target customers as referred to in your statement paragraph 6.17?
And the percentage of complaints related to those customersin paragraph 7.1.
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EE -
T .
Ms YIP Yok-tak, Amy:

Chairman, the exact split of the nature of the complaints, | do not have
the information with me right now.

EE
=
Hon Paul CHAN Mo-por:

Chairman, | would ask the witness to supply us with thisinformation. |
mean an analysis of the complaints received by reference to primary target
customers as stated in paragraph 6.1.

EF &
B AT RIEHER
Hon Paul CHAN Mo-por:

)

And aso percentage related to the last sentence of paragraph 6.1, that is,
other appropriate customers. And then thirdly, customers mentioned in

paragraph 7.1.
e

o Bl 3THNER » SRR REmELS
Ms YIP Yok-tak, Amy:

Mr Chairman, we will do.
TE

W Ry - BRERE
Hon Paul CHAN Mo-por:

h=(iis

ol

—

=R

SIE
o

Chairman, if | may, | would liketo ask Ms YIP to confirmtous. There
Is an internal audit function within the Bank, right? And there is also
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compliance function within the Bank. For these two functions, in the past
few years, in their work, do they cover areas like product due diligence, and
handling of customer complaints?

EE -
T .
Ms YIP Yok-tak, Amy:

Yes, Mr Chairman. The internal audit function, as well as the
compliance function, are part of the product due diligence process, in addition
to which, the internal audit function of the Bank does conduct audits on the
product due diligence process.

EE
PR A -
Hon Paul CHAN Mo-por:

What is the finding of the internal audit with regard to the product due
diligence process?

ZE -
TEA A .
Ms YIP Yok-tak, Amy:

Chairman, as far as | can recollect from the audit reports, there were no
significant findings of wrong-doing in the due diligence process. There
might have been minor suggestions, which were implemented.

EE
S =
Hon Paul CHAN Mo-por:

Chairman, now we are on internal audit. | would like to follow up on
whether your internal audit department has taken action to follow up on
complaint cases lodged by customers. And what is the finding of their audit?
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EE -
T .
Ms YIP Yok-tak, Amy:

With reference to the complaints that come in, Lehman and non-
Lehman-related complaints from customers, the internal audit department
reviews each case on itsindividual circumstances. So the findings would be
specific to the instances.

ZE -
Hon Paul CHAN Mo-por:

How about the selling process? Does the internal audit conduct any
audit as to the compliance to the selling process stipulated by the Bank?

ZE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, the internal audit department does engage in audits
reviews of the selling process.

EE -
Hon Paul CHAN Mo-por:

How about your compliance department? Does your compliance
department also conduct compliance check on the areas that | mentioned, |
mean product due diligence, complaints handling as well as selling.

T/ -
Et e
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Ms YIP Yok-tak, Amy:

Mr Chairman, the compliance department is aso involved in ensuring
adherence to the selling instructions, the selling guidelines.

EE -
PR A -
Hon Paul CHAN Mo-por:

| would like to ask for awritten reply from the witness showing the work
done by the internal audit function as well as the compliance function from
2003 to the collapse of Lehman Brothers. Over this period, what has been
done by the internal audit function as well as the compliance function in
respect of the three areas that | mentioned, and their findings?

EE -
Ewt o AlEg®RiEdt?
Ms YIP Yok-tak, Amy:

We'll do so.
EY
R E - A -

Hon Paul CHAN Mo-por:

Chairman, if | may, my last question (The buzzer sounded) relates to
Appendix 2, which is paragraph 14.2 of the witness statement. Can the
witness explain why series 38 and series 75-77 of the Credit Link Notes were
not distributed by DBSHK?

EE -
TE A .
Ms YIP Yok-tak, Amy:

| believe that there were one or two series that were withdrawn from the
market for one reason or another. | am not sure whether these are
specifically to the series mentioned. | will go back, check and refer it.
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FE
OK:» T~ EZXEHHZEE
FELZS -

EE - oMY R RE AL 2 R A 2 i By submission - RIW26(C) &
- HREEE A S HERE S8 5. 1B, - Wl 4R A Bl 7 H R B Y AR
e B IR 1T K% A 80 CLNAH BY 1Y 72 i £ T il _E 85 & 1t 7
£ 5. 18 - @& — R 5 5 & . A &b & M — (& o S5 T E
& £ NPSP policy - Bl 3 e 2 Ayitem 2FTitem 32 Ay » %
g =2

EE -
Tt o
MsYIP Yok-tak, Amy:

Mr Chairman, the NPSP is the current name of the product programme.
The product programme is the process through which all the relevant
departments will provide their due diligence on their aspect of the products
and sign off. Therefore, throughout the 2003 to the 2007 period, every
product launched had been approved by the relevant parties. The NPSP
process itself only applies to the overall structure and at times may not be
products specific or issues specific.

E- 2
HHE e EE H A A - A B E R R AE [B]E A
FEkB -
FEFE#ER -
ERE - AR E S 3.2E 12 2 - F = MHE 0y # 8 E e fE

065 2H 5 — RAEmim L3 & - wl & S M0 E L - 2R Z (Rl
ARrE o IRE—HRYVEBEMERELE > FIREMEMARY . B
ABHIE H B EE AT - IR 2 EAR TR ? bR 7 IR A 3%
2 IR Ry JE B T 2 S - TR KR IR AE FE R E A I R AR 1T~ 4B
f@AE T L ER 2
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EE -
T .
Ms YIP Yok-tak, Amy:

The Constellation Notes as a total percentage of al the investment
products distributed through the Consumer Bank accounted for less than 5%
even a the height. Therefore, we do engage in alot of reviews of products
which were probably not accepted for distribution for one reason for another.

FEFEHES -

HEMREANERAEERAER —SE S MR EEMRM
IRTTHZERTHREN - A SEG Rl E L&A RIE ?

EE
e il

Ms YIP Yok-tak, Amy:
We will.
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EE -
T .
Ms YIP Yok-tak, Amy:

Y es, we would have.

ET &
FEGHA

MENE# - iE — 2 03FE7H » i # AR H & AV [HE 2
o 5 %78 {# 5 H "product due diligence" iy Z 3K - Wl A w] DLUIE Bk
Rt 7
A

el
Ms YIP Yok-tak, Amy:

Yes, yes.
e

BEE ...

Ms YIP Yok-tak, Amy:

The NPSP process is also reviewed regularly and updated.

ZEE
FETFES

FEIRRI BRI FH 55 6.1k 2 2 - R A AEBE 2 » (R RiE K
CLNEMEZHENH U A EAKRERE  E2F M
B R EE25,000K T EE  XEREMRMIRITTE/REFH
N EARZEEGRIEESE  SERMERGHENEFS - £
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HO6F2H PG EE = R Y345 Em BRI "R E "8 - (RMAE S
HoETEEREL  DEMKMEEERETNERERF A
IR EE 5 H 2 KR 2

FE
ErAt
Ms YIP Yok-tak, Amy:

The target group definition as laid down was very specific on the
L ehman with respect to the distribution of the Constellation Notes.

{rA & i due diligence » 75 7 (R 1 i 2 B9 H 'H B 2 B (R
MEANEERERR 2 RER 2

EE -
Tt o
Ms YIP Yok-tak, Amy:

Okay. We constantly review the adherence of our staff to the selling
process, and part of the selling process is the screening of the appropriate
customers as to whether they are indeed part of the target group. At the same
time, we would have had customers who would have asked specifically for the
product who might not have been our target group.

E/E
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p=q11
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EE -
T .
Ms YIP Yok-tak, Amy:

In terms of products specific to the Constellation Notes, particularly
Lehman Brothers notes, it would have been done as part of the overadl
review — as overal review, as | mentioned, the Notes constitute less than 5%
of al the investment products sold. So, overal reviews — yes; but
Constellation specific — probably not. But | can refer to our records.

EE

Rk
\]]]IH

A2
FEG 5

HOE TR — 1 {7 — B 12 2 IR 09 2 o 5 B &2 5 14 5 1]
i SIR A - RS T - fEHELTEREES
THLEEENHREERBMMABATIER? ERBEEENR
E$ﬁﬁﬁMﬁ@“T%E@ﬁﬁMTﬁ%@%%

EE -
T .
Ms YIP Yok-tak, Amy:

ﬂllﬁ

In reviewing and conducting the product due diligence and in our
decision as to whether to distribute a specific product to our customers after
the due diligence process, all considerations apply to the Hong Kong market
and they are in compliance with Hong Kong regulators.

R R BT & & EIEs - ﬁﬁﬁﬁkﬂiﬁ%
R BT R oK - PIANTE — Sk - ;5 & CLN
TEHREZEFEFN MIEMEREEEEGRTESR
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FoABRrA -SRI ERERE &SR IE R ?
B2 3 oE /2 i SR I F & -

EE
e i
Ms YIP Yok-tak, Amy:

| am sorry, | am not sure about the question.

TE -
A GEEHEEFEEMRMMNE -
FEGZES

1 [ R 2 - {K5E [ NPSP policyse & Ff il B &Y IR ...
B 5 e 2 & R BR BT A IRy Y R AR ER - riE (F NPSP

policy & Hong Kong tailor-madej -~ ;& worldwidefy ?
e

Tt
Ms YIP Yok-tak, Amy:

Definitely.

7 LG 5 555 (i 2R B (R AE L b $th 75 3 1T CLNZE & 1Y 73
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Ms YIP Yok-tak, Amy:

(The buzzer sounded) In our due diligence, we focus on the
applicability to the local markets.

A
OK: ZrEeXRflExRE -
B HNEBZER -

ZHER -RBARKEMEMEZEGFEENEEARRE =2 FMH
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O7THE2HMEFELSER ST LN R AR - EL 52N
LEkET - MMREER  ERETDHELE NG KLevel 27
HESERE K 4 1E2008F3H F+ £ Level 50 2 KB 11 9 3L
- #E AR BHBE - M B A 1R & =AY R I B G5 2 A i E 0L Y L B BT
Wy o AMERFERAE - R REBEWERE GG ANE - RME
1% H i i product due diligencellg ? &\ [z 5¥ {4 2 75 2 91 7

EE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, the product risk rating process involves, in addition to the
credit ratings of the reference entities, the underlying collateral as well as the
maturity of the product, the diversification of the assets. In assigning a risk
rating 2, the reference basket entities were all rated single A or above, the
collateral were rated triple-A. The diversification was ample. We were
able to explain the structure of the product. The structure of the product was
explainable and understandable to the investors and relative to other
investment products prevailing at the time, we felt that the risk rating of the
product should have beenat 2. And in our selling instructions and guidelines,
we ensure that the product would have been sold to investors and customers
whose risk tolerance would have been equivalent to that of a Level 2 product
or above.
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EE -
T .
Ms YIP Yok-tak, Amy:

Yes, wedid.
T/ -

EIREEE -
EHNEER -

MAEER  FRBREEBIVIRTE - MREESE2AEH#H
A S L - BRI (2007 R BE fn » 52 B AY K £ fi] L 7 20
B E - Ry R 12— EEEE

FE
ErA
Ms YIP Yok-tak, Amy:

The product is a first-to-default basket, which means that the value of the
investment and the return from the investment were linked to the credit
conditions of the six to eight reference entitiesin that basket. The underlying
value, the underlying credit rating of the collateral was also rated triple-A.

EHNEER -

ERE -
EE

ity 5 A A8 (2] (s Y [ RE
Ms YIP Yok-tak, Amy:
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Y es, therefore, while there were market questions as to the nature or the
direction of the CDO market, the structure itself is not a CDO, which is a
collection of that obligations.
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WM R REREAERARE - WME g HE5EE @
EE o HREHEE L B EE P W26(C)E » IRATER
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EHAEFA -

b -
EF &
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EEABHA -

W26(C) item 6.1 {REREL(E EHI I EE - 5 EEK E
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% o BB $E B 2 7K <2 1 35 & B market risks > (a) ~ (b) ~ (c) ~ (d) -
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1 BE % g 2

ZE -
TEA A .
Ms YIP Yok-tak, Amy:

Our selling restrictions, our selling guidelines are very specific on no
unsolicited calls. Therefore the target market and our existing customer base
are those who fill the criteria as laid down. Now we cannot preclude that
there will be other people, other customers or potential customers, who would
have heard about the product, who would come and ask us about, make
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enquires about the product. Under those circumstances, we are very strict
and sure that the customer engages in a review with us on their investment
experience, on their investment risk tolerance, on their source of funds and on
their financial needs. Having made these assessments, our sales people are
required to show them a list of products that are equivalent to their risk
tolerance or lower. Having gone through that exercise, if the customer still
insists on getting to know more about the product or to purchase the product,
they may go through a very thorough sales process during which the product
features, the risks relevant to the products, the price volatilities as well as
current market conditions and the fact that the product is not principal
protected, is gone through with the customer thoroughly before whoever is a
non-targeted customer will purchase the product from us.

E- 2
ERHERE -
EHHNEZER -

MAFEEALLERS  RARRRITIREHKESE > 2157
e ANMZRrERM THERER? IERFe.... mAEH
BEMEF » FRIERE — & NFE2]5E B iF B9 1 5 2K Z SRR & 44 it
fr2 ZEBERER  REBELZEL] . (FFFEL)ZEGTERE
B BIAMZRImERMm - 202

ZE -
At HFERBE -
Ms YIP Yok-tak, Amy:

Chairman, this is not what | said. | said that there were two distinct
types of investors in this product. One would be our customers who fulfil
the target criteria, the others would be those customers who have come and
asked us for the products because our sales people are prohibited from making
unsolicited calls.

ET &
REFHE -
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EE -
A
Ms YIP Yok-tak, Amy:

Chairman, thisispart ......
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WREE -

SEAER

NINREEH MM ZEE A RE D EERE - WHERIEE
7 WA FE S AT B AR A E A

ET &
B8 B 7 117 -
REFFA -
ERE S RER o R BOE I T 25 R A0 (7 O (R -
ET &
% BB -
REFHA

NEMEGE D E S A S - (KRG EE &2 RAE IR HIR1T - 2
& B A fa IR AL F F e 2

16.04.2010 p.75



EEMREESE B HERMESZ R EEEEMESTSENEENLEESY
Legidative Council Subcommittee to Study Issues Arising from Lehman Brothers-related
Minibonds and Structured Financial Products

EE -
T .
Ms YIP Yok-tak, Amy:

Thisis a leaflet describing the product features and the risks, and is part
of the sales kit that is made available through our trained staff.

E/E

S S e o
RETTHE

p=q11
il

v

=

REFHA -

R E R Z ARy B L - A - E M ERER - K& IR
WHREFREBENKRES > MATEENETRSIIREENEH
Beatah o A —E2d » RPN - EEELRRESHE
RENMEEEEG SR E T HEAE - 8 PEESIERIET
fEme 7 £ - B E 108 7T 68 f] DLF 1007C [ (i 77 - 38 W Bl ah
B A M B Y R T

FE
ErA
Ms YIP Yok-tak, Amy:

Mr Chairman, this marketing brochure is part of the saleskit. Therisks
are clearly laid down, and also the scripture and the literature — the script and
the literature are vetted by the SFC. The market coupon — the PARKnSHOP
coupon, promotional giveaway, is in line with market practice at the time.
And there's no reason for us to believe that a customer would make an
investment purchase purely on the basis of a giveaway.
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EE -

T .
Ms YIP Yok-tak, Amy:

| do not recall, | do not recall any objections, and the selling material and
the marketing material and all the sales material, so and so forth, are aso

vetted by the regulators and compliant with the regulators' regulations laid
down at the time.
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TE A .
Ms YIP Yok-tak, Amy:

All the marketing material, the marketing guidelines were in line with
market practice and in line with the guidelines laid down by the regulators.
If there were any objections made in the course of the discussions, | do not
recall seeing them.
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Ms YIP Yok-tak, Amy:

When alaunch is under-subscribed — | will have to check, but it probably
means that the amount of investment together was insufficient to provide
sufficient diversification of risk in the investments of the collateral, and for
those reasons, we chose not to pursue the launch of the product.
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EE -
iy
Ms YIP Yok-tak, Amy:

H

| will double check. However, the circumstances are usualy that the
size is insufficient to provide the investment — to provide diversification of
risks into geographies, into asset classes, into sectors, to provide the
diversification of risk for the collateral investment.
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Ms YIP Yok-tak, Amy:
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MsYIP Yok-tak, Amy:

Mr Chairman, divergent meetings are for the purpose of discussing and
working out details. Divergent views are usually not unexpected.
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Ms YIP Yok-tak, Amy:

(The buzzer sounded) We will go back to our records and try to provide
the information.
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Ms YIP Yok-tak, Amy:

If the question is whether it is common practice to inform the Board of
potential launches of products, whether new or existing, and the status of the
launch, it is the usual practice. If the reference is to whether there was an
incident where the Board, after the launch of the product, actually approved
and signed off, that is specifically related to an underwriting arrangement that
required the Board's specific approval.
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Prof Hon Patrick LAU Sau-shing:

| understand that. Maybe | just put the question in another way. |
mean isit usual for the Board to approve something after ten months?

EE -
T .
Ms YIP Yok-tak, Amy:

The Board formally acknowledged and signed off on an underwriting
arrangement.

Prof Hon Patrick LAU Sau-shing:

Isthat acceptable or not? Woasit the usual practice?
TE

o AR it 5 56 - M 3R I [EI [ e
Ms YIP Yok-tak, Amy:

These things happened in the course of conducting a complex business,
soitisnot unusual but it is not a practice, afrequent practice.

ZE -
BlFEE -
Prof Hon Patrick LAU Sau-shing:

| see. Thereason | asked that is because, perhaps the Board has doubts
about these products. | mean, why did they take so long? Thisis more my
guestion, in line with the Chairman's line of questioning.

MsYIP Yok-tak, Amy:

Thank you, Mr Chairman.
e
e
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Ms YIP Yok-tak, Amy:

The Board's approval was not for the product. It was a specific sign-off
on an underwriting arrangement. It was a form that must have been signed
off by the Board.

ZE
BlFEa -
Prof Hon Patrick LAU Sau-shing:

Okay. Did the Board discuss about the risk of the product and so
forth?

EE -
A
Ms YIP Yok-tak, Amy:

Usually in the discussions of risks that the bank is incurring either for
itself, or for its customers, the discussions are usualy held at the Board's
Market Risk Committee, which isaformal venue for risk issues to be raised to
the Board, for discussions and for their understanding, clarification and
approval.

Prof Hon Patrick LAU Sau-shing:
o that has been done......

FHE
25

Prof Hon Patrick LAU Sau-shing:

o

@IH
\IIn

Sorry, Chairman. Hasthat been done before the prior approval ?
e
Tt
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Ms YIP Yok-tak, Amy:

That would have been done. That would have been done. That would
have been done.

EE -
B3
Prof Hon Patrick LAU Sau-shing:

o

@IU
il

Can we have those records?
ZE -

TEA A .
Ms YIP Yok-tak, Amy:

Y es, let me go back to the records.
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Ms YIP Yok-tak, Amy:

Okay. In conducting the sales, we try, as a bank, to provide the full
range of servicesto all customers. However, we make sure that the financial
needs as well asthe risk are consistent with the product. Now, specifically to
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the question asked, | dont have the information available, but we have
undertaken earlier on to provide the information to the Committee post the
meeting.
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MsYIP Yok-tak, Amy:

If a person who is not an existing customer or who is not our experienced
existing customer, approaches us on a specific product, such as the
Constellation Note, we do have a process in place to ensure that we
understand the customer's needs, risk profiles, risk tolerance as well and we
do make sure that we match this person with a product that is suitable.
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Ms YIP Yok-tak, Amy:

The criteria set out is specific to this product, alright? In reviewing the
customer's risk profile, investment needs, we do take the customer's
information provided to us. There is no reason for us to try to second-guess
the information that they provideto us. However, our relationship managers
are also trained to use their judgment to ascertain some of the information
provided.
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EE -
Ext  FERAEME WA RECHER ?
Ms YIP Yok-tak, Amy:

Let me repeat that we approach the customers through various means,
including written statements, through the branch, through our customer
service and sales staff at the branches, through our 24-hour/7 hotline as well
as through our branch network and distribution network.

FNEEEZSR -
— i ?

Ms YIP Yok-tak, Amy:
Aswell astheintranet.

Prof Hon Patrick LAU Sau-shing:
Everyone?

Ms YIP Yok-tak, Amy:

When certain events occurred, we did try to approach, we did call direct
from a customer list.

Y
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Maybe | will use English to make it flow faster, save you hearing the
interpretation.  In paragraph 2.1 of your statement, reference number
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W26(C), it is stated that "CLN Notes were first introduced to DBSHK by ......
GFM of DBSSG". In paragraph 11.2 of W26(C), it is stated that GFM is
part of the "core team responsible for conducting product due diligence".
What input did GFM provide in conducting product due diligence and did
your bank perceive any conflict in roles on the part of GFM? Can you
respond to this now or would you liketo ......

Ms YIP Yok-tak, Amy:

| can respond to it now.
Chairman:

Okay, please go ahead.
MsYIP Yok-tak, Amy:

GFM is short for Global Financial Markets, which is the capital markets
arm headquartered in Singapore. They have the expertise as well as the
market coverage and as arranger, they will screen the market for appropriate
products. Their screening would include the same due diligence process
from an arranger perspective that we engage in from a distributor's process.
Therefore, when they've identified what they would consider an appropriate
product for distribution through the consumer bank, they will be in touch with
the marketing people in the consumer bank and the product people in the
consumer bank and together, they will again revisit al the due diligence
points as to the applicability of the product for the marketplace as well as for
our customers.

Chairman:

Ms YIP, in other words, you're saying that your bank did not perceive
any conflict in the roles on the part of GFM. Isthat your answer?

Ms YIP Yok-tak, Amy:

There is a very dtrict Chinese wall, between GFM as the arranger and
DBSHK, the consumer bank, as the distributor, so there was no conflict of
interests.

Chairman:

I've got the first and the last one for you. It is stated that the "decision
to distribute the relevant series of the CLN Notes would only be made
collectively by the participants after all concerns raised were fully addressed
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to the satisfaction of participants’, reference paragraph 11.5 of your statement
W26(C). Using the first series and the last series of CLN Notes as examples,
what were the concerns raised in the course of discussion and how were they
addressed?

Ms YIP Yok-tak, Amy:

| think the principal concerns, in broad categories, would be: one, the
product structure, the integrity and the robustness of the product structure.
Two, would be the entities as well as the investments of the collateral, the
diversification of those entities. The third would be the risk involved during
the expected holding period versus the returns expected from the product itself,
the risk classification of the product as well as the applicability of the
riskiness of the product for the target segment. And most of all would be the
market appropriateness and the timing.

Chairman:
OK, thank you.
Ms YIP Yok-tak, Amy:

| think we also take into consideration whether we have the expertise to
arrange for such a product and whether the selling guidelines are robustly in
place.

Chairman:
Thank you, MsYIP.
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