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Ms YIP Yok-tak, Amy, Chief Executive Officer, DBS Bank (Hong Kong)
Limited:
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Mr Chairman, it wasin relation to all investment products.
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Ms YIP Yok-tak, Amy:

| don't have the exact number, but | will get back to you. | really don't
have the exact number.
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Ms YIP Yok-tak, Amy:

We will provide the information, Mr Chairman.
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iy AERS IR E & iE ALIE -
Ms YIP Yok-tak, Amy:

Um-hum.

23.04.2010 p.4



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

EE

EEWAERN MR - Ea L o 52003495 F 2007494 H
M - B H A —BEFFE - Constellation NoteshT b HY#H & H 57
LA B R m B R E 2 WREWGE - R EESEEREE ?
AIE W E R R I %E e 2 1L -

Ms YIP Yok-tak, Amy:
We will revert with more exact details.
EE -
iy B R IE Y -
Ms YIP Yok-tak, Amy:
Yes.
ZE -

55— R - [£4H 208 By L - i A 22 o B2 iy [
RE FF B SRR o BRBR S R T 55 A (GFM) 1 #1572 B3R BK < R
M % GIEREME AN A G EEG [ RE KE S
MY E & R g & il 75 18 2 (1SM) 3% % Constellation Notesiry #f 1%
fiE b - Mk sEkEsEH I GTEBLHHRE - AR MY
interactive briefings - [F] BT #% 6 & & 5% B 2 b 00 55 15 R L f -
An M ZEE o HE2003E9H EE S FM.ZA7 - AEE &g 2 H
BRI X GEAT R 2 (A R B 7 KL FE)

A2t -

ERBIT EENERAAFEERTEZFERTRFBERS
REIBHAFXL -

ABELEE A HERELEHEHENEE#E ARG
AR IR E T

A
MRETREME - BEEERAMEEN@w MR Ert -

o
e
Pt
I}
anf
|
|IF
<
5
T

23.04.2010 p.5



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

HHEXKL -
MR BRERHEEE  BE S ERS X -
A

B A s A S S i 1 o — & Hlw il sE PR B
A AR ZRIFEMEEN  REMEFRGE - T2
ERIEH - BN EERE AR ? L -

HEXKL -

—iRBHEEN TG R R B MY DLRAMRENRAE A
o HERMABZTEE - LERERS X -

EE

A TE » DA B 1 B ERIRA BT R A KB EHR A
E —— WMRMENREXREAMMALESER  TETES
FUEEFE S amE RGBSR ? I8 2 — T 2% Hi
REl R EMEFERE - (RAARERN ?

HEXKL -
W HEES —JGEFE LG & HE I FEE LS 2SR

— R BMEAE SR - B R B (A
BRI EEHEN -

E/E

A DR BRI HER E—REFR > MEDETE
1) TR E G AR TR o HE A A P8 7
HEZL

RA -

EF &

%% 2

23.04.2010 p.6



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

HHEXKL -
HREL AR EERBZL"ZAZ"Y
A

ZAZ . LMREI SR BI2 R — AR R BE—F
EHX o WEMRE-XE - ARIEAZT - 212 HORANE
B WEEE ANARET - Al ERE\EREFR LM EE XM
wE?MEGEER TR R AEREE AR Y L -

HEZL
BRI — G R -
ET &

OK » IF T « G4 @ BT 5 B LM 7 15
7 5 8 E A T 9B (T O

HHExL -

HMEACENER . WIAREEGHE  HEEREEEH —
R F-EBEmEERWRSFEG L BEAGEM - i 2 55
NWEE  AREGRLETSEFRMTZERTELTNEE LK
—HLEMNEE - FE2THENTEE » A R ME&EE RS &
HEENRERSSCHENREX  E2HF -

K A2 6 7T - AR R T4 A T AR — S
2 B R A E O B P ROAS R RS
G HIFEH......

T/ -

HZe - IRIBEE (R - R BY R RE O A B S ¥ g (interactive
briefings)ig K E Y — & » IR AN 7 EHAM A H -

HEFERL -

NHEEEGRET HERFA I ERG M - IR
GAEMEE - M EE LR E RS EHGE R - g FE—
SHEM > TR ERERERD -

it

>

TES W

¢
=

23.04.2010 p.7



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

H—HEE BEEMRG B EREEHEERTHEE
A& AEEENELS - N ERZHEE
G A /N ES G wL R A UR AT ER B AR

A

{m 2B R il TR AR 2 R - AL
HHExL -

DAL R B 7 3t B2 g s By e
e

N

=9

(iR —F g E— WX (REXE MM E S
e 2

HEXL -

(3
ik

R% 0

T/ -

AT BE IR HH T W5 At M9 5E 0 A B ER B R - 2 I Y RS T Ak A
EPE -

HEXKL -

HMEAFErERGECHOEE L HEE-Ha K&
Al 755 A B 1A AT SR o fT R R - BRI ER ZME - AT DLIK
ROTEREHES —E g - (B CA S AR 2] 01 Fr 75 2
] -

T/ -

H—RESVHENE2M? BETRE—MHEAE—E
55 1 7

HEXKL -

B

W

23.04.2010 p.8



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

A

G AR DA — # 8T R R RS i
+ 2
HEXL -

BT S E A TR - ERIER . KRB
Tl R BIGE.....

e

fra S fEftE e » B EZLRARHERGZ D 12
AR EE R W E R G &R TR AR
HiE EE R - Al A A DA AL At
HEXL -

ATDAHY - T e
E- 2

BHGHe R MR Z®R - RTTHE G A G H S A
THREHRTOANEREGHENNE  EGHEHNE®R?FIEER
=AU R B HEIE 7 2 e

HEFERL -

W o AR A A B A SN Y (7 A e EF ) AL B e |k
SRS

A

AW
HHExL -

& 0 bt Rt A A -

23.04.2010 p.9



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

EE

AR PE R AT SR 17 07 TS A1 E M2 5 I B IR AU R R B E AL T
I HIE R HDE R B R 2 S BB IE IR A ORI L B 52 K
HEISE" > 2 7t -

HHExL -

BME—XREELERE EEEEg L HEHLEEHE
M EHEEELWEENEE  RhELRMEREEEZRE
Wy AR Y . K] Constellation Notesf 4 #7275 A i s o ¢
ME— R 2R > BEREREZE » x5t 2 A0 2L H B
o mEME GG 2 REMEE - M BEE —REEZEH
fE b - BEgRilaE —LB—RONAEMT - Bl - FAMAHHE
FHEAGZE2AEBMYERELHEE - EHE -SLREARE
75 o

T/ -

HHEZ—ame -zt RERGECHEGREFHHAE
R — THE A NEWEEMRGNIERAS 2 R ERZA M 2
REMIHGEGRAG T —RHGIFE - FTRIRH RS & 0
BEEEHK HECHSRAEAEMRE - THEEFEIANESHIE

5 5 7 7 B OE AT B 7 6 Y O B 0 T 7
HEZL :

L BEAT - MR E R R EE - N RiE R &
WA GHENEE - (HE2EKAN - MFEIEEEEREL
M R&ERGEHENVBEEREEZHIRMoTNHEENEBTERE
i B Bl B I A A W& - A e —Rda g
BEEEN S REM . sEEEM MR -

E/E

IR - e R AFE - HERFALE  HE 2 E6IE
fx [= &

HHExL -
o EFE

23.04.2010 p.10



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

A
OK - fif - E{H M E HOBE RS - TAEEEHKR S EE -
HERHEGEE -

B E#R -

EE BB R B R R L WA RE L L
E - E AR L 7 S OB I BT 5 SFCT A E 0 LR 9 5 - o
ERETRA TR - BARHER — TR TIE - R EE R
B TR L R R — T -

EY &
fE
EHLL -
R 8
HR#A -
OK -
2
H#A -
HER#S :

HAER - £ EXRRmG B & — 'R (Rfa s & E"
M E TERNIMIZFIE5] - B Pl 74k - 5
— - "tHEEENEERRE" - ERfEH"EF Z&E A EERE
KoEEARRBAZMKRESHA" - F_HERE"ETANGEE
b EEEEEER - "FFHMEKAERAZTKRE" &
T BEMETRINETEER R EEMN"E RHE"
FOREREE "EFERBN TEAEAKEIRESE"  ER
o = W B o 58 DU Rl b 2 R AR LR LB "E F Al se g N R
BEHLEFIHMAEEE M EmELAEHRELE" - BLER -
fEEMEE s T ERFATERFGEARENENEEH  E2

23.04.2010 p.11



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

GoHERNAE?ENcAREESNREET B85 8
e — il 5 & P AR E IR B AT ERE 2

A
A2t e
HHExL -

20X BREROESARK - RMERFLERE S
HUBE B SRR G B K -

HERHA
OK -

EY-&
Ha#e -

HBRHA

R ERR E RN B E EAE b - MERBHL TP ERN - K
R EXRIFME @R - IR BRI E T RE P #E - BlER
ZHE B R M B9 2 L R ARy M KA R 5134237 R 5 78%
81 HIZ5 A W26(C) Item 55 W26(C) Item 27-Annex 3 » A&
B W 17 HM EXRR - fRER 2R HEMmAy - AR > HE
B G o 2R E B AR AT ER A AR BB 2R e B R o (R E S
B2k EEUDHERERIMMWE T EREFHENHERNZ
HEAERIEHEE? REHE —-THEERKRE -

E- 2
A2t e
HEHERL :

& B AR A E 0 B 5 & S v s B M R AT RR 85 B A
8 B MaEmeZ e ARMEGRVER - W Eet
Z3MHEMIER - Bt Bl EMNRUEEEFELRH
TR g B E T ER G E LR o ARG A 5268 8% 5

fm

23.04.2010 p.12



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

34 ZMGEHNAFRNERE TEHFHEEERRE  EAUEK
ARy /M FERFIRE R

HARHA -
E - ROBER ...
ES &
HEA -
HIRHA -

------ HHy ) A - SE R R M E T E B L E A
ai R HEEMN - WA BEIRE/NET o MR TG BT
- ORI E - FE TR A AT 18 /Y 4% & b
A g =N BEARERHE - WEIRGROR QD ERFRRENE
A b - Bl 22K ESEGEL 2RAN - KWHEZMH
fr# B TN » BRAE#E4ERRE 2

R EXRBIrG#ME - FE"HAZHE TR — & omeE" - HAil
WA AR - RRKBEERT » (FEFRKAEZRE 7 4EEE

s 24 —— EEMREREIEERRE  #17 ANEER
b~ HIE FREERE - KSR E — 48R T

B WM EER . r g2 " Eam ny . "Ea m 2 WA
fFrEEHER"RESHEENBRR FTEHE LWNHENER
B

E- 4
At e
HEHERL :

HEME T @R EE-NERNGRBEFEREEN
H AT N FATHY "R REE I EEL/NMETEENE
B i EgmiESE  (FR DB ENZETHE. ...

BIE#R -
LR AR EERRE......

23.04.2010 p.13



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

------ EHEERAE IR HNWHEZHRERTEERA
me s Rk R egan  WARHTHEREEREZRS

ET &
AE 2o o F O O R R T - % A6 i 1 -
HAEHA -

£ EEMBELACHBT  WREEMEEE . E3T
SF MBS RBE T HFREEER -

HEXL -

MARAERE GH - BEL2IM XHEBE - KME E 2
first-to-default - [ i (5 & # 55 - ARtk ... . BCE R AMTHEE ... ey
N # B X F)

BB#R -
Iltem 27-Annex 3lii » = & ?
HEFERL -
T
B B#R -
Annex 3EH » {K......
HHEXL -
BT 9L H 12 Flfirst-to-defaul tis (| 7 B AU F5 # - Rk XK

23.04.2010 p.14



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

HAEAA -

Ha#A -
HREA

------ IRl e R A S5 A ED B RS IR "]
rRAXEMEAESH" > EEMEEREZNHRE > NERIKE T E
fn o RATREE R W - B - HEHE > ERNEREANER
AHIR P ARREEAEZE DD - B4R bl g HER A
EHBEAEHE  EARGEEMMNUBEERTSRE ?

E- 2
Atz 1 e
HEHERL :

Wl A H AT E - RN EME— R E R TR A A 12 E
FERA - DIREFEZGEZIEL  FETFEREXNER &
ANAE S 28 55 1385 » T M EE TR AU S8 13%L » IR 25 LAY F2 7R
R ...

HAEAA -

...... KRIHEE  MEGREERE HEENERLEGSH
BEIER - BRSNS E R B TEREAE .. B

23.04.2010 p.15



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

e 2 EAGHEERGBELERBANEHRE ? &80 K BATR
—REaE AR AL REVE ML ELE E A HIE Y

E/E

-t REHE . SEME.....F—EME R EEN
W%@m7w~m 2 M h 80 B (a2 B M 7R B PR A R
o MBENEMNER > MEHPREZEMY > RBEMRITEE
HERERME MEF —(EHEE (RAEE T HMEP - &
EREEREN FERERRM > ERERE . Fxdt -

HEFERL -

He HAewEmEEE RN EE - ErEHEE - 2 Ei
B FAEERBENER N EEIEE N HMa"E &
ﬁ%ﬁ%%%ﬂ’%E$Uﬁ§%ﬁﬁﬂ@$ﬁﬁ%ﬁ%mk
ke

BE#S -
OK -

e
Hi#&a -

HI@#R -

EFE - WERAER T - HEM B4 REREEK - BEREE
R B IR HE BR Y IS Y

H

HEE & - maE Ry IR AR R8I E AL 28 5% A A0 B 22 1 5T 55 R 2
EE fRERER - HEEAE -

HPOBHA -

AW A RAE - ERER - B8 G TH B L (7 Fa ZE) 4
GHEDWHER - EHERFEER?

23.04.2010 p.16



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

EF-&
A
HEEZL
& 18 2 L oF — 1 8 B e P o P A -
Y&
Ha#A -
HREA

A — 1 BRI SR BERERLNE 2 FT 5 E af
WEEESFEEHE....AERENE  EFRVERELT - EA&E
B e EMEREELERGEFLN - EEIFMIYEFINE
ZHEE

A
Akt -
HHExL -
EHRMESINERD -
BoE#R -

B R AM A 95 51 A 2 220K 7 19 B4R B & % 5
F

HEXL -

=28
B E#R -

B T R [ il 5 A AR R R
e

Eu[l
=
gl
i

%
g5
Ik}

23.04.2010 p.17



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

HEZL
i ) 2 T B0 6 R LB -
EF &
OK  HiE - FHRIE - REBHFHE -
REHFA -

ERE o BRMEM. B ELER - RZE/NE - 0853
i LA I I A A R B R R R 2R o BEEREE S E g - R
IRAER EE FREETE AR - EE kO E 2 A R DLz 58 5k
1y o R R EEE IR Ry £ EAE B A5 BN A B GE LB B 2 R Sk
fratat B R EBBEEFERT -

AR — M - IMBEREAEOSFEIH 2% » RIRHEEZVEE
FEHTEEEBEZR  HERBROTEENEGHESHW 2 HED
&l -2

ZE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, we have in our records the number of customers who were
in the risk 2, risk 3, risk 4 and risk 5 categories who purchased the notes
which were risk-rated 2 at the time of issuance. In March 08, as the CDO
market began to deteriorate and the risk rating was raised from 2, mostly 2, to
5, we had transmitted and provided our customers with prices, indicative
prices, we provided liquidity for the customers should they wish to exit on a
bi-weekly basis. The prices were refreshed on a weekly basis and we also
provided market commentaries so that customers who had purchased these
investments had the relevant information to make a decision as to whether
they chose to stay in the investment or whether they wished to exit the
investment.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in our capacity in the distribution of these notes, we were
in a capacity of sales distribution. We were not in the capacity of providing
advice. In answering enquiries from our customers, we do not log whether
that customer isat risk 4, risk 3, risk 1 or risk 5. In that respect, | am unable
to respond to the Honourable Mr TO's question.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the allegations of conflict of interest between ourselves
and Singapore DBS on the redemption of the notes is untrue. We met every
single redemption request that camein at the indicative price.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in the course of conducting the distribution as well as the
redemption and the monitoring, DBS Hong Kong fulfilled more than what
was required in terms of providing the customers with exit prices, with
information for them to make an informed decision. That was our role.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the most informative indication of the volatility and the
risk in the investment is in the indicative price. The risk rating of a product
is the riskiness of the product. The price actually tells you what the market
dynamics are saying about the valuation of that product ......
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Ms YIP Yok-tak, Amy:

FE
S it 7R 5E ) -
Ms YIP Yok-tak, Amy:

...... our customers with monthly updates, we provided them with
bi-weekly and then we reviewed the indicative prices on aweekly basis.
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Ms YIP Yok-tak, Amy:

Mr Chairman, | am unable to respond to the opinions proffered by the
Honourable Mr TO. What | can say and unfortunately ......
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Hon James TO Kun-sun -

Chairman, | am sorry. | am asking the opinion of Ms YIP, whether in
her opinion, an ordinary people would be alerted more by the indicative bid
price rather than, in amore layman term, the risk level?

Chairman -
Ms Y P, please respond to questions put to you ......
Hon James TO Kun-sun ¢
| am asking for your opinion, not my opinion.
Chairman -
Okay. MsYIP, please respond to questions put to you directly.
Ms YIP Yok-tak, Amy:

Mr Chairman, | am trying to provide the relevant background. Interms
of the risk rating of a product, it is not always indicative of the price. For
example, an equity (The buzzer sounded) is risk-rated 3, but the price can
fluctuate quite wildly, right? Therefore, in the case of a Constellation Note,
whether it's risk-rated 2, 3 or 5, the price is the most indicative of the
valuations of that instrument at the material time.

FE -
Hon James TO Kun-sun -

Chairman. Ms YIP, do you think the risk-level rating is a very
important criterion for alayman to judge whether his or her holding product is
risky or not?

EE
T
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Hon James TO Kun-sun -

Or you will say this is a non-factor, irrelevant factor for a layman to
decide, because we are talking about an ordinary customer, not you, as a very
experienced investor.

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

Mr Chairman, the risk rating is an indication provided at the time of
purchase. The subsequent review of arisk rating upwards were the outcome
of discussions with the regulators as well as an outcome of the discussions of
the market volatilities at the time of discussions which was after the initial
alocation of therisk rating.

SEAESR

T AR B HREET .
EE

IF 1y > OK o
SEAES

| think | have to remind Ms YIP again that in the way you respond to
guestions put to you by members of the Subcommittee, you must, first of all,
give your response directly, focusing on the questions, and then give your
supplementary information afterwards, not the other way round. It seems
that you are giving us some supplementary information rather than answering
guestions in the first place, in the first instance. | think you have to change
your way of answering questions, otherwise, you will be taking much longer
time to really finish our sessions, okay?

Ms YIP Yok-tak, Amy:

Thank you, Mr Chairman, | will note that.
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Ms YIP Yok-tak, Amy:

Mr Chairman, a number of answers. First, the price is the ultimate
indication of the risk in a product and in an investment. Two, when the risk
level was raised to 5, we did not formally inform all customers in writing.
However, there were ongoing discussions between our sales people and the
customers on the risks of their products.
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Ms YIP Yok-tak, Amy:

| will go back to the records and | will find out, yes.
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MsYIP Yok-tak, Amy:

Mr Chairman, in line with the response provided to the question — that
we provided — that the HKMA had meetings with the Bank's board of
directors on three occasions. The HKMA did not express any concerns or
make any suggestions with respect to the Bank's non-interest income at these
meetings.
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Ms YIP Yok-tak, Amy:

Mr Chairman, as far as | am aware, our meetings with the regulators do
not go into regulators making recommendations, suggestions as to how a bank
should run its business.
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Ms YIP Yok-tak, Amy:

We will do so.

E/E
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Ms YIP Yok-tak, Amy:

Yes, wewill do so.
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Ms YIP Yok-tak, Amy:

Mr Chairman, it is the usual practice.
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Ms YIP Yok-tak, Amy:

Mr Chairman, on the specifics of the client handling process, can | pass
the question to Ms WONG?
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EEBXL :

HAE -
Ms YIP Yok-tak, Amy:

Yes.

/K-

Ms YIP Yok-tak, Amy:

We do not believe, based on our complaint handling process, that we
have a systemic issue. The number of complaints to whom we have
extended compensation is not an indication of systemic failure.
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Ms YIP Yok-tak, Amy:

Most of the compensations that had been offered were on an ex-gratia
basis. In other words, the Bank had no legal obligation but felt that having
reviewed al the circumstances surrounding each of the cases that there was a
reason for providing compensation such as to the vulnerables so and so forth.
And if, Mr Chairman, you allow Ms WONG to go into the specific details of
the complaint handling process, that may clarify the situation.
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Ms YIP Yok-tak, Amy:
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Mr Chairman, we do not have individual quotas for individual staff on
products.
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Ms YIP Yok-tak, Amy:

There are minimal targets underneath which the issue would not be
feasible. So we have withdrawn offerings which were under-subscribed.
So, in terms of were there overall sort of volume targets that needed to be met,
within that context, yes.
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Hon Starry LEE Wai-king:

...... Isit you have quota assigned?
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Ms YIP Yok-tak, Amy:

Y es, because there were minimum critical masses under which we would
not have been able to execute the terms and conditions of the product features.
So those were withdrawn.  But in terms of did we have sort of gross revenue
or sales volume targets that must be met in order for the sales staff or the
business unit to have their full bonus or whatever, we don't have those. Our
staff are not sales commission driven.
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Ms YIP Yok-tak, Amy:

The overall bonus is not decided exclusively on the sales volume
revenues. That is, the sades volume is just one consideration. But, Mr
Chairman, if you would allow me, Ms WONG can provide further details.
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Mr Chairman, can | have MsWONG answer that?
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advice to customers" » A G2 F /R > EREER - (HE
WE 2 RIBTRAZNXHW26(C) Item 9-Annex 2 - 2 2 RIR{T
HOCRMEWEN  REeEREEEBERFTHNERERE - R
E " BT 12 it advicefs customers - RAERMEE® » &&=
ETBEZHAE  FEGXMHE £ERFMEHEE - BH &
PR AT Y 85 iR MO - B2 IR 17 & 2 £2 it advicefs customers o
B —F » ZEREEMRE > it b —RERERFTIE ?

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

Mr Chairman, no, | did not. This case of — this reference to the HKMA
review finding staff providing advice indicates that the staff were deviating
from their prescribed roles in the distribution of the products. When these
incidences do occur, we will reprimand the relevant staff appropriately and we
will take measures to ensure that we remind all other staff that they are not in
aposition to provide advice.
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A B o 2

EE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, our training to our staff and our account opening
documents are very explicit in stating that DBS Hong Kong does not provide
advice. We cannot preclude incidences where the staff have gone outside of
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what they are supposed to do.  In those incidences — we take those incidences
very serioudly.
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Ms YIP Yok-tak, Amy:

Thank you, Mr Chairman. With respect to the number of customers
aged over 65 who purchased the transactions, according to our records, there
were a total of 205 customers transactions out of 3396 who were aged
between 65 and 74 and there were 64 out of this total sales that were over the
ageof 75. If you would also permit meto provide alittle background on that,
it's that many of these customers were in joint accounts, where the accounts
were held together with somebody younger.

The second part of the question was ...... I'm sorry, | forgot ...... the risk
disclosures, how do we make sure that the risk disclosures to the elderly were
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made. Well, again we have strict guidelines pertaining to how the sales
should be conducted and the risk disclosures to those over the age of 65. The
usual procedure is to have two investment counsellors engaged in the sales
process at the same time or make sure that there were two of them who go
through the sales process with those over aged 65, the golden age.

With respect to the checking of how we are conducting these sales
processes to ensure that they are right, at the end of every day, at every branch,
there is a check on making sure that the risk of the product is consistent with
the risk of the customer. Alright, that's done on a daily basis. The branch
managers review the reports on a dailly basis and on a monthly basis, this
process is more formalized in that the higher senior management group at the
monthly meetings will look at the deviations and if there were persistent
deviations, then we would go back to ensure that everything was done
properly and to check if there was anything untowards that was happening.
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Ms YIP Yok-tak, Amy:

Inthe case of ...... sorry, Mr Chairman, in the case of the dual accounts,
the sales process is usually directed at both members. Now, having reviewed
the situation and looking at the maturity mismatch, let's say for example,

23.04.2010 p.47



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

between someone who is over 75 versus someone holding a note of maturity
in excess of five years, we have actually made the decision to compensate
holders of these notes who are over the age of 75. That we have done.

Can | please clarify in terms of the terminology?
Chairman:

Yes.
Ms YIP Yok-tak, Amy:

What Ms WONG referred to was that about 20% of the compensation of
a sales staff is linked to the revenues they generated. Our staffs are not on
sales commissions.
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Ms YIP Yok-tak, Amy:

(The buzzer sounded) Mr Chairman, the bid-offer spread that translates
into the sales margin on a bond is lower than that of a structured product such
asaCLN. A structured product such as CLN would attract a sales margin of
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approximately 2%-3%, about 2%-3%, depending on the timing. On a bond,
it would belower. On abond, | would say, probably 1%, if that.
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Ms YIP Yok-tak, Amy:

I

| think this came up at the first meeting. There are ongoing discussions
and | must decline respectfully to answer your question due to the secrecy
provision.
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Ms YIP Yok-tak, Amy:

Mr Chairman, can | segk ......
T

Ms YIP Yok-tak, Amy:
Can | seek counsel?
ZE -
R - JEH G -
Ms YIP Yok-tak, Amy:
Yes.
(The witness sought legal advice)
EE -

AT LU A0 5 UTTSR AR O S R T AT LUE
[ 2 H B 5 -

Ms YIP Yok-tak, Amy:

Mr Chairman, the discussions continue, but as to the actual status of the
discussion, under section 378 of the SFO, of the secrecy provision, and that
such information would attract public interest immunity.
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Ms YIP Yok-tak, Amy:
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That is per advice provided by our counsel.
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EE -

T .
Ms YIP Yok-tak, Amy:

| have to seek advice.
e
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Ms YIP Yok-tak, Amy:

| don't have the number right now.
TE
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Ms YIP Yok-tak, Amy:
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Ms YIP Yok-tak, Amy:

My apologies, Mr Chairman. We are in the process of preparing the
answers to the question which will be provided as per the deadline.

23.04.2010 p.52



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

EY&
WA -
REHFA -
EABESSOEEE? DRERH G ERERBE U5
R ORI — R R B R

Bi JHENE 2 K ZEW % [ =0g 2
/K-

A
Ms YIP Yok-tak, Amy:

Mr Chairman, | really do not have the information, in terms of how
many cases, | really don't have the number.
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Ms YIP Yok-tak, Amy:

Mr Chairman, if we refer to the same document, on the front page, it's
very clearly specified a the beginning that this suggested script is only
suitable for customers who, upon their own initiative, express an interest in
the structured product.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the credit-linked notes was a product that was very
common in the marketplace for retail customers sold through commercial
banks at thetime. So, it is not unusual or it's not unexpected for someone to
have heard about the product, to have seen the advertisement of the product,
heard about the product from a friend, who'd come in to ask for the product
specifically.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the bank did not engage ...... (Some noises from the public
gallery)
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Ms YIP Yok-tak, Amy:

Mr Chairman, the bank did not engage in hard-selling the product to
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Ms YIP Yok-tak, Amy:

Yes, Mr Chairman. The bank did not engage in hard selling. The
advertisements were in line with the market practice at the time. In fact, the
regulators alow the mailing of the leaflets together with the monthly
statements which we did not engagein.  We provided the leaflets on the bank
premises which were allowed so that customers and interested parties could
have access to the materia. However, anyone who was not part of the
primary target customer, who did not fulfil those criteria would have had to go
through a strict 1PQ assessment, risk assessment and product suitability test
and it had to be on their own initiatives. Our sales staff could not engage in
unsolicited calls.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the fact that about 85% of the final purchases were made
by the primary target customers indicate that the bank did not hard sell, aright.
In our selling process, we instruct our sales people to follow the guidelines.
We do not preclude that there may have been incidences where they have
deviated and, under these circumstances where they have deviated, we have
compensated.
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Ms YIP Yok-tak, Amy:

Mr Chairman, regulatory "4" is advising on securities. | understand that
our Registered Individuals who are responsible for selling products would
havea"4". Sotheanswerisyes—Type4, yes.
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Ms YIP Yok-tak, Amy:

Well, the Type 1 and Type 4, | understand, are the required
qualifications for an Rl which Registered Individuals who would then be able
to distribute securities. It is a business decision internally that our staff act
purely in the capacity as agent and not as advisers.

/K-

EREFEEHEEE QMR E"H E BN "(investment adviser) K
"kt & " (information provider)®y 535l 2 H R A 3 5l 2 HITEL
MEEIBMEN K2 ELL -

Ms YIP Yok-tak, Amy:

Okay. Mr Chairman, in this respect, we are in line with market practice,
and that is our emphasis and our focus is on risk-based product suitability.
In other words, we know our clients, we put our clients through a risk
tolerance rating and, against that risk tolerance rating, we provide information
about an array of products that are risk-rated in a manner suitable for these
customers. So a "risk 2" customer would buy a "risk-rated 2" product, for
example, or a "risk-rated 1" product, for example. So this is the way we —
and in establishing the suitability of the product, we ensure that the staff are
trained to provide the customers with all the necessary information about
market conditions, about the product, in order to arrive at a self-directed
investment decision.

/K-

HETHEMNMAEEMREE NBREH T ZE"KRE B
" e AR R R B o Al Y

Ms YIP Yok-tak, Amy:

Weéll, first, they are all Registered Individuals and they are required to
maintain their registration through our continuous practical training. At the
same time, there are branch managers, investment services managers who are
in close touch and daily touch with the sales people to ensure that they do not
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overstep their lines. Again, there would be the mystery shoppers as well as
compliance spot-checking, as well asinternal audit.
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Ms YIP Yok-tak, Amy:

Mr Chairman, whenever a customer in a consumer bank comes in,
whether the customer is an existing customer or a new customer, the RI must
first assess and make sure that weve done the proper risk tolerance
assessment and understand the client process. It's only after having gone
through that then we provide them with a universe of products that will be
suitable for them. And in the genera discussions, when the customer
indicates specific interests in a specific product, then we go through the
product features. We provide the information; we do not provide advice.
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Ms YIP Yok-tak, Amy:
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miITHC BRI RIEE......
MsYIP Yok-tak, Amy:

Thisis...... thisis......
E- 2
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Ms YIP Yok-tak, Amy:
Thisis actually providing information; thisis not providing advice.
TE
AR R ? OK -
Ms YIP Yok-tak, Amy:
Yes.
EE -
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MsYIP Yok-tak, Amy:

Thank you, Mr Chairman. The year-end performance evaluation is
based on the balanced scorecard. At the beginning of the year, every group
had business head is provided with a set of KPIs or key performance
indicators.  Within these KPIs are considerations including revenue
generated, costs and expenses incurred. It aso includes compliance issues
incurred by staff, also includes the outcome of customer satisfaction surveys.
It also includes perceptions of team work because we engage in three-sixty
reviews. (The buzzer sounded) So, al in al, the balanced scorecard is
pretty much evenly pro-rataed in terms of that impact on the fina bonus
determination. However, if there are any sort of major operational issues
incurred, or there is any maor compliance issue incurred, the bonus is
diminished, is reduced.
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Yes, Mr Chairman. The size of the bonus pool is not a hundred percent
directly related to the profits generated by that department.
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contributed immensely to the Bank's fee income and significant
growth in sales volume and fee income each year since
launch." E[l & 7 20004F % 20084 HH [4] » "This established the Bank
as one of the few market leaders in the spectrum of retail
structured products” - "Achieved significant growth in terms of
sales turnover and customer base expansion for Securites Trading"
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