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

Yes, | do.
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S
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Yes, | do.
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REEME  JEERIEWHEW — G AEE - AR E AER
EHEIR  BhAFEHAS - UE AMEHM R FFEA
femBAEL  RBRKEREEGES —UEAES -

fE4H 30H Ay FRAE I - 1) A 40L& B e f2 ) - FBLAE L
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Ms YIP Yok-tak, Amy:
It is one of our highest concentration branches. It's Yuen Long.
EE -
YuenLong - STl 2 & RIG1R 0 T0e © B+ -
Ms YIP Yok-tak, Amy:
Asfar as| know, yes.
TE
HIF 10 2
Ms YIP Yok-tak, Amy:
One branch in Y uen Long.
EE -
HI51[ -
Ms YIP Yok-tak, Amy:

Would you like to confirm that?
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MsYIP Yok-tak, Amy:

T+ BARAREMTIR? BENELE - T RELE 2
EFBX L -

e WMABEEIRIL® 20 SRV ~ i i AT -
AE - 2002 52 1YL [ %2 R v IH 0 1T -

FHE

BRI AT - ANEITE ?
Ms YIP Yok-tak, Amy:

223?
Ms Linda WONG:

Y eah.

e
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EF-&
OK - fF 1y » B -

20084 9H » EREWEA L DB A 1TIE » £ 7
Ms YIP Yok-tak, Amy:

The exact number of branches in September 20087

EE -
2
Ms YIP Yok-tak, Amy:

| would like to refer the question to Ms WONG.
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e Et o SBIREE -
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ﬁ———wWT%%———E%Nﬁm&ﬁMﬁﬁ+gﬁZ

P 1223 (2 TISRERM RN+ n L — EREEERAE
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MsYIP Yok-tak, Amy:

Yes, Mr Chairman. Out of 2775 complaints, one branch ...... this
branch mainly had 223 complaints. Now this, as a percentage of total
complaints, it's actually consistent with or in line with the total sales
transactions of all investment products for this branch as a percentage of total.
So it's not out of line.

EE

B2 R A 2R R Bl 1Y 22 5k g H5E [ 70 17 B R R ()2
BB E - EAEEEERGHAANE R - FIRAE HOE E AR
fTEE 2 AL -

Ms YIP Yok-tak, Amy:

Mr Chairman, we investigated and looked at the ratio of complaints as a
percentage of the total sales, and compared that with the percentage of total
sales of the branch, and that is really in line. Now, with respect to the
number of complaints, we did review every single one of the complaints, but
we did not find that the number of complaints at this branch was higher as a
percentage than any of the other branches.

EE

Tt IRM AR - IR R F R R ER BB E AR R SE B
i JE A B 5E L0 @l A L A B B LU O PE R B 8 - BI@aR - IR e —
{16 A 8- i A2 — EE BBy B RO (E L - Bt DA B8 /e LE )
RIE > EERLELESEZ AR S GBEMERR ? L -

Ms YIP Yok-tak, Amy:

| did not say that the ratio was low, | said that the ratio, the percentage of
sales achieved by this branch as a percentage of total transaction volume, and
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compared that with the percentage of complaints as a percentage of total of
Lehman-related Constellation Notes distributed by this branch, the two were
basically in line.

E/E

W A {5 22 total sales B[l 2 Ff G §R 1T E’]%f%% ,5 A= E A
ELAEMEER 4+ 2 Total salesfy = B 2 # { o

Ms YIP Yok-tak, Amy:

ll\
C'ﬂ
]]ﬂ?i
Pﬁi

If I may repeat myself, the branch in question, under discussion, was one
of the highest sales branches, and one of the largest branches. So we took
the number of total transactions concluded at the branch as a percentage of the
total sold through the consumer bank of DBS Hong Kong, and compared that
with the number of complaints made against the branch, transactions in the
branch, as a percentage of the total percentage of transactions. So the two
ratios were broadly in line with each other. So this branch did not commit
any more than, let's say, the other branches.

E/E

ED%%{FT@%%EUf%%%%?ﬁ%ﬁﬁﬁﬁE’?FEE%%E%@%EE’J
AR ] 458 /)N B B BORAE — W PL g - PR H — AR E o
N IE R A HEEE 7

Ms YIP Yok-tak, Amy:

We could not ...... we used what we considered the relevant base which
was the total transactions sold through the branch.

e

ﬁ*ﬁﬁ%%?‘ﬁﬁﬁééﬂuﬁﬂﬁﬁﬁﬁ AR EER
,ﬁﬁﬂﬁ%{lf'nﬁ TSRy o [N R r E A 07 - PPk 2 2 M - S
E 3RS %ﬁ%?%ﬁﬂ A Ml A58 (1 R -

N e R R R B A LAY - 2 B R 20084 11 H HE H

E*H@%%nu%%nﬂﬁ#&ﬁfﬂi ArEl > BRBEECEE T TE

ﬁpé’]& EH e/ NHZEGHIHEERE - B EREE
EEBEEN N &F =2 u el B ?» 1t -
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Ms YIP Yok-tak, Amy:

In fact, we have, on a number of occasions, offered complainants the
opportunities to engage in arbitration and mediation. Unfortunately, the
complainants declined.

/K-

Rligan - ERRIT I RAAER b - 285 8 K PGS 2
TERRAEMCERN > EEEMER Y ELL - AIERFANEE
2 Frllig G 2 8LEEETE ? Bt e

Ms YIP Yok-tak, Amy:

In terms of appearing at the mediation centre, that is correct.
ZE -

Al AR EHoE ? ELL - 2EHEMER?
Ms YIP Yok-tak, Amy:

At the arbitration centre, that is correct.
E

AR P F A 5 T A AR G T R Y B S OE (A EE R Y 2 B R
He Ml A~ 52 it 1y &1 & v 2

Ms YIP Yok-tak, Amy:

\

We have not.
T

OK - MR IZE X F(DBS)955 2.2k » &' E RE A 2R & EN 14
BLEESEARNCETE -FEMEM  EE2RFENSE
WEEFE S CLNERNKRHAET  SEFELLEY R D RERR
e ? AL -

MsYIP Yok-tak, Amy:

According to our records, there were nine complaints made against Mr
KO.

29.06.2010 p.9
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A
A fEE LR FE T B LD RO B E 2 R
Wl A iR B MOE AR - BERHEEIRE? BN EEIRTER

RAE MO > A FEHEAISER ? Et -
Ms YIP Yok-tak, Amy:

Mr Chairman, in relation to the nine cases, we have made offers on two
of them, and two of these offers have been accepted. The balance of the nine
are still under review.

E/E

B[R WA r 35 12 8 (808 (/] 50 8 - 0 B 1558 2 2 22 AU A
i BN 2 (57 4F a5 2 4)

Ms YIP Yok-tak, Amy:
These are discussions directly between ourselves and the complainants.
FHE

& OK - FHILEERET - WEELMEZERERM - 5t
AH PREEJ R B -

RRAAA :

T RAEE CEF(DBS)8 » F(DBS)8I &5 1837 » 52 2 H %
DANEZHEBEFEEMMXOCKERN - KM EE
20084£ 9 - DBSHY[E] 7 £ 1 + HATA DA R - SR £
20% - ZMEFEEMBVEBEEZNIFE - BE2ERK?AEHER
& R 2 ] I A 47N B RS e

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

This would be, of the total number of employees involved in the direct
sales of these products to the customers, 47 have left as of the time of the
review, which would be around the middle of this year.

29.06.2010 p.10
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A
Rk B -
BRRE#ES -

OK- - WEMAEEMRIEFZIHE ? HIHENERIET 2D
N

FHE

Tt e
MsYIP Yok-tak, Amy:

Okay. Since 47 represents about 20%, it's approximately 235 to 240.
e

PRk B -
BREE#R -

Akt EE N NEer MR DIEE RN - 21§ 7
A

Tt

Ms YIP Yok-tak, Amy:

That is correct.
T/ -

A -
BRE#ZR -

ir - BE 128 A0 B HE =W 44TE &R - HIEM -
AT AN EET » HFAOANBEWEEERFPVAE » H
HELRESGEE ?EATHERKIE S - F400 - HIKBE /UK
N #EF o B DA A RER 2002 A8 H - B & H &
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Rg— B 2 R27TH AR DIEREIA - 25 KA N
HRESH R 7

ZE -
A
Ms YIP Yok-tak, Amy:

Actually, out of the 3 369 transactions or customer accounts, we received
complaintsin excess of 2 770. S0, that isa complaint rate of roughly 80-plus
percent. So interms of the 47 Relationship Managers as a percentage of the
total sales force who left is about 20%. Now, out of the 47 who departed,
according to our records, 40 staff members had received complaints. So that
would be in line with the overall rate of complaints that we received for the
total transactions.

ZE -

CETR
BRRHEA -

WKAHERRE SMEFM B RBWRMREHH L - R
gt - HEARAEREARNZRF  FATE2 R AR -
RAEGH—EEMNMBENETE - EREEAET - AlELEKE
HHEHKS  GEWOMA R o EEHBHENE » EREIPBER
R DM EBREGFENRFERELSEEECHER A 2K HFER
— e ? R B A RS REENE > JEX—EHAGES
ek > HE AR E®’EF - P LUK A 7] DLUEE il 5 3y 3 2 4471 3%
FrE 2 - FTEFEF WA RS > BIEIRRE 2 Ay 2 5 i -
FE

ErA
Ms YIP Yok-tak, Amy:

Mr Chairman, according to our records, the range of complaints — the
range of number of complaints received ranged from zero to one Relationship
Manager who had atotal number of 53 complaints.
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A
Rk B -
BRRE#ES -

WE R A S B 253l % 7t - 2§ ? 53, you are saying 53,
right?

ZE -
TEA A .
Ms YIP Yok-tak, Amy:
53, that's correct.
Hon CHAN Kin-por:
For one single sales?
Ms YIP Yok-tak, Amy:

That's correct.
E- 2
Rk B -
BEREAS :
ERE RIS 7 % 1E A A 53R R R -
A
B -
Ms YIP Yok-tak, Amy:

(ﬁu/

According to our records, yes.
e
PR A -
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RRAAA :

MAF R MEHR  XEEESEH e d.....
ArRAERE  RHEFEFRAEN  AZOFMMGERRM
FIfE e 7 s& R M fE I E %2 2

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

| think we are referring to the employee who has 53 complaints, is that
correct?

Hon CHAN Kin-por:

A
& A -

Hon CHAN Kin-por:

Ms YIP Yok-tak, Amy:

Yes. Mr Charman, with reference to the employee who has
53 complaints, the employeeis still currently employed with DBS.

BERE#ES -
BIREs ...
e
R B -
BEE#S -

Bl 3 09 0 A7l FF L AR BE TR - OK o B B4 7 H b [F] 35 BR
B R BAE - UEANFS35&KH - A ERRE-TERRE
BE2OEKREHE X2V RAERM - DR B REH -
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EmsHEEE L EHEEFEEMREZFNEFEHEE - 3
NAHE - HEEZBEMREN XL 2V FFE#EL
REMLLE TEEEMRY

EE -
iy
MsYIP Yok-tak, Amy:
| will refer the question to Ms WONG, Mr Chairman.
E- 2
/S e G il
EFERKL -

fr o EFEMEEFASEME — HERMOULHEAN —
M ERIEE  F2CLNIHE -

ET &
Bt A -
RRAAA :
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o rE - HEEERME CEELZIE ANHFEETTH -
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Ms YIP Yok-tak, Amy:

It's around two billion Hong Kong for fiscal year 2009.
FHE
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Ms YIP Yok-tak, Amy:

The decision to settle or not to settle is very case-specific. We review
every case by case and the considerations would include the suitability of the
customer for the product, the selling process so on and so forth.
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Ms YIP Yok-tak, Amy:

% /e 7 2l R 2R NI
LEMmE i EY R MEE -

Thank you, Mr Chairman. The rate of compensation for the customers
covered by these two Relationship Managers range from 50% to 100%.
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BN BB I 2 — 5 - 21 2 & /& 50%2 100% - & 1§ 2 Al
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Ms YIP Yok-tak, Amy:

The cases were dealt with against the same criteria.  Okay, let me refer
to my notes. If we are looking at the actual rate of compensation for the five
customers dealt with by Ms LEUNG, the compensation rate ranged from 50%
to 100%. In the case of the two that have accepted the settlement from Mr
KO, the compensation rate excuse me, the compensation rate also ranged,
depending on the circumstances, from ...... in these two specific cases, the
compensation rate was 70%.

EE

M — o L MARAEREALERZZRRETE &
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AL e RTH 7 A RACERER ? EL L -

Ms YIP Yok-tak, Amy:

As far as the information we received from the HKMA, the two
Relationship Managers were sanctioned for two reasons. One, the findings
found that there were possibility of incomplete disclosure of risk, and the
other being incomplete documentation. These are the two main reasons. In
our review of the cases, we found that the circumstances with the cases did
vary, therefore, the compensation rates were determined based on the
circumstances of the individual cases.
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Ms YIP Yok-tak, Amy:

The cases were determined on the merits of the individual circumstances.
The circumstances did vary.

/K-

VaryfEWE £ 2 fraf # e B AR W E Ve 7 & & 2 0] DL i
(& /) jA100% ? B4+ o

Ms YIP Yok-tak, Amy:

MsWONG would like to contribute to the answer.
TH:
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Ms YIP Yok-tak, Amy:

Mr Chairman, | appreciate your reminder, but | was hoping that someone
else may be able to explain the same situation in a different manner. Now,
without going into the specifics of the cases, of the seven cases that were
settled, the circumstances varied in terms of the level of the lapse of
documentation, as well as the level of the findings on the failure to completely
disclose the risk. Because when we are talking about a number of risks, we
are talking about a number of documents.  Therefore, since the
circumstances varied, the level of severity varied and therefore the
compensation rate varied.
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Ms YIP Yok-tak, Amy:

We review every case on an individual basis. As far as we understand,
in the case of Ms LEUNG, the reprimand was made based on the HKMA
review of one out of the five cases. Since we are not aware of which one of
the five cases, we instigated a complete review of all five cases. We found
that the circumstances did vary, and therefore the compensation was made in
line with the circumstances.
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Ms YIP Yok-tak, Amy:

Mr Chairman, while | do not fully understand the question, let me try to
respond ......
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Ms YIP Yok-tak, Amy:

Mr Chairman, we investigated every case at least once. As| explained
earlier, in the case of Ms LEUNG, we understand that the HKMA actually
based the reprimand on the review of one case. We do not know which one
case. Wethereforereviewed all five cases. Similarly, in the case of Mr KO,
we are not aware of which cases the HKMA has reviewed. We therefore
repeated reviews of all nine cases. S0, in other words, we have reviewed all
14 cases again.  In our second or third review of these cases, since we do not
have at our disposal the range of investigative powers that the HKMA does
have, we repeated our review process which has been already approved or
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vetted by a third party as being adequate. Our review process is also very
much in line with the enhanced complaints handling process as currently laid
down by the regulators. Now, our findings did find a varying degree of
seriousness in the aleged offences. We therefore offered compensation in
line with the severity or the degree of severity of the compensation which we
think isafair and an equitable way of dealing with the complaints.
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Ms YIP Yok-tak, Amy:

Mr Chairman, if the reference is to my remark as to the price being the
appropriate measure of risk, | still stand behind that because the price
volatility or the change in the price does reflect the perception of the riskiness
of the product and | refer to the information provided here and we look at the
range in the change in prices, particularly for Constellation Note 81, that does
reflect ......

BoE#R -
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E- 2
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Ms YIP Yok-tak, Amy:

If we refer to 37, which is one of the many, many Lehman-related
tranches, the price did vary from 100 to alow of 84.8 down to zero. Alright,
that is quite avariation in price. Even if we took out the zero, a variation in
price of 15% in a A-rated name, it is considered quite volatile.
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MsYIP Yok-tak, Amy:

The price volatility or the change in price or the level to which a price
can change is also reflective of the riskiness in a product. The price in this
has varied. Now, the price is determined by the arranger, we get the price
from the arranger and we post it on our website.  Alright, as we can tell here,
between Constellation Note 37 and Constellation Note 81, which are both
Lehman-related but have different maturities and different reference baskets,
the price range is quite different from one another. So, | am unable to
answer the question at this point given the information that | have available.
All | can say is, based on the difference in the marked-to-market prices under
these two series, | would say that the prices are very variable.
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Ms YIP Yok-tak, Amy:

Mr Chairman, first | would like to clarify that this product is arisk level
2 product, and that are record indicates that we have not sold this product to
any customer whose risk level was below that of 2. Sointermsof ......
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Ms YIP Yok-tak, Amy:

Thank you, Mr Chairman. So if | may continue and try to finish my
answer. Now, in the process of ...... during the holding period, we do inform
and we did inform the customer as we have repeated on many occasions at
this hearing of the various ways, and met this through which we informed the
holders of these notes of the market status. The bank does not act as an
adviser. The bank acts as an agent, which means that we provide the client
with as much information as we have as to the market conditions pertaining to
the product at the time. And the customer then makes his own informed
decision as to whether he wishes to remain in the note or to exit from the note.
In the cases of the customers who wish to exit from the note, we honoured all
the transaction requests.

Now in the case of ...... in the situation of raise of the risk 5, the change
in risk 5 some time | think early 2008, now as we had been informing the
customer of market conditions relevant to the note, there was no conscious
decision and no one made the decision at the time of not informing the
customer as we continued to inform the customers of the price variations, of
the riskiness and of the credit events that were occurring in a market place at
the time. So, for example, in the case of one of the notes where a Fannie
Mae was a reference, we did at the relevant credit event situations proactively
contacted all the holders and actually managed to meet most of them to inform
them of the situation.
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Ms YIP Yok-tak, Amy:

ﬁ

Mr Chairman, we had continued to inform the customers of market
conditions. The risk level rating is a composite of al the information
available in the market at thetime. Alright, plusa...... it'sarisk factor, it'sa
number whereas we were giving the information pertaining to the actual
events occurring in the market place to the customers. So, in that we had
continued our responsibilities of supplying the customers with the information
of what's happening in the market place.
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Ms YIP Yok-tak, Amy:

Mr Chairman, there was definitely no conflict of interests within DBS
pertaining to the role as agent in the sales of the Lehman-related Constellation
Notes. At the risk of repeating myself, we had continued to supply the
customers with relevant market information.
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MsYIP Yok-tak, Amy:

We had continued to supply our clients with relevant market
information.
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Ms YIP Yok-tak, Amy:

Mr Chairman, during the account-opening process, there is a "Know
Your Client" process whereby we go through the particulars of the client,
including the client's investment experience, let's say in securities, in bonds, in
FX, in derivative products, so on and so forth. Now, in the process of selling
the products, we again go through the IPQ which is a risk assessment form
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where the customer answers our questions pertaining to their investment
return expectations, the state of their finances, the need for the securities, age
and what sort of products they have invested in so on and so forth. Now, in
that instance, we can only rely on the information provided to us from the
customer at the time of the account-opening. In the process of account
maintenance and being a customer, as the client progresses and purchases
investment products and other transactions with us, we gather more
information about the customer's investment experience and investment needs
and risk tolerance and so and so forth. So, it's really a process that takes
place over time.

Now, if you look at the data we provided, this forum here, out of all the
transactions that have taken place, over 85% are with target customers, which
are existing customers. Therefore, to a certain extent, on top of the process
that we have engaged in, we have to rely on the Relationship Managers
judgment as to the customers experience. And that is why the risk
disclosure process itself is so important because ......
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Ms YIP Yok-tak, Amy:

Mr Chairman, thank you for the reminder. Please accept my apologies
if 1 am unable to supply the answers in the manner to which our Honourable
Legislatorswould like. | can only give answers to the best of my ability with
the information we have.

What | have described is a process that we go through in ascertaining the
customers' investment experience. Now this process is clearly laid down in
procedures and other documents, and the Relationship Managers are trained
and reminded to engage in these activities. Now, with relation to this
definition where the ...... or this line that says that the customer transacts at
least five times in the previous three years with the bank, our customers do not
bank only with us. Our customers usually bank with at least two to three
other banks. So we have to take the customers word that if they have
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transacted with other banks, then we believe them, then it's over the course of
developing the relationship that the Relationship Manager gets a better sense
of whether the customer has the experience or not ......
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Ms YIP Yok-tak, Amy:

The notes were sold over a period of about two years, alright. During
that time, the number of sales staff involved in direct sales in the consumer
bank probably ranged from 200 something — from the low 200 something to
the high 200 something. May | ask Ms WONG to verify if that's correct
number please?
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Ms YIP Yok-tak, Amy:

In terms of the points, they were ...... if we look at another table, Mr
Chairman, as to the percentage attribution in the importance of their
performance evaluation, sales revenue dropped from 65% to 55% from
2005 to 2007, for example. Compliance, adherence to compliance stayed at
a steady 20%, customer service was 25%. So in terms of the breakdown of
each of these components into the number of points, | don't have the exact
information as to which sales targets ...... what sales and revenues per
product ......
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Ms YIP Yok-tak, Amy:

No, | am fine, thanks. So, in terms of the breakdown of the points, |
don't have the exact breakdown. We can try to supply that later on, but we
don't really have that breakdown. This 55% of the performance evaluation is
based on the revenue achievement.

T/ -

fRE] THMBEEX B ITIFREZ P HES - 2HE TR
Tt HHERN?

Ms YIP Yok-tak, Amy:

-

Wedo have ...... may | look it up ...... may | ask my colleague ......
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Ms YIP Yok-tak, Amy:

There are certain points attributed ......
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Ms YIP Yok-tak, Amy:

In 2005, the distribution of attribution for performance evaluation was
65% to sales revenues, 15% to customer service; 20% to compliance. In
2006, this was changed to 55% sales targets; 25% customer service; and then
20% compliance. S0, this reflected a thinking in the institution that the
employees should be performance evaluated based on a overall package and
less importance on revenue generation. At the same time, the revenue
generation numbers and there is a number for district managers, for quarter, it
will be sales revenues about HK$4 million. It was decided that that was too
numerically driven. In other words, that would push ...... that would have a
tendency to direct the sales people towards selling products with revenue
numbers, commission numbers, whereas there were other products like
account-opening, credit cards or introductions cross referrals that did not have
directly attributable revenue numbers. Therefore, these revenue targets were
then trandlated into points. So, for example, and | think that's one of the
reasons why Ms WONG had difficulty responding to the answers is there are
matrices that would tell the Relationship Managers and the frontline sales
people that these products would each warrant such a number of points. So,
investment products or different types of investment products would have
these points, deposits would have these points, account-opening, new accounts,
new credit cards and so on and so forth would have different points. And so,
the Relationship Manager would base on the customers' needs, check off, sell
these products rather than be entirely driven in terms of revenue generation
ability.
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Ms YIP Yok-tak, Amy:

Mr Chairman, | would say that as we learn and over time, we try to
improve our systems. 2003, 2004, 2005 were still very formative years for
the Consumer Bank. We had concluded the purchase of Kwong On Bank
and Dao Heng Bank and their branches. It takes a number of years for the
businesses to settle down and for enhanced systems to be put in place. |
wasn't there at the time, | can try to find records from Human Resources, but |
would venture to guess that this change was part of the change that went with
our merger of Dao Heng and Kwong On into DBS.
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Ms YIP Yok-tak, Amy:

Mr Chairman, to the best of my knowledge, the Consumer Bank has not
terminated an employee's employment due to failure to reach targets.
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Ms YIP Yok-tak, Amy:

The reasons for not having offered settlements in our review would be
that the cases did not warrant a settlement in the situation that they did not fall
into Category | or Category I1.
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Ms YIP Yok-tak, Amy:

Mr Chairman, if | may cite an example where a complainant has
investment experience, has been an active transactor in a number of products
ranging from, let's say, foreign exchange, derivatives, ELNs, who is of
reasonable age, who has sufficient education or work experience, who
probably just come to us to complain to see if they can get any type of
compensation, for example.
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Ms YIP Yok-tak, Amy:

Well, we havea......
e

iy
Ms YIP Yok-tak, Amy:

Mr Chairman, we have clearly laid down, set rules and procedures for
conducting sales. We have clearly laid down in our procedures how forms
should be signed, how forms should be filled out. (The buzzer sounded) The
lapses can range from very minor ones, such as missing a "tick" here or
missing a "tick" there, to maybe situations where we think that the product
should not have been sold, let's say for example, to someone who is 65 years
old to whom has been sold a five-or-seven-year maturity product. So in the
latter situation, we have considered the merits of the situation and have
decided to compensate, for example.
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Ms YIP Yok-tak, Amy:

Mr Chairman, two responses. First is, we do have third party
consultants who have reviewed our case findings and our case facts. Second
is, as earlier today | have answered in response to, | think, your question that
we have actually offered in certain circumstances to enter into mediation with
the customers, but the customers have denied, have rejected our offer.

E/E

T BALE S RMERE ML /INHEEZE G IKE 200 # /2
A 0 FI11E 3077 W o 55 2% (7 % 15 A1 110K 3077 3K [m] &7 G BE - DL

ZEEHEHEE NBGEEETHER - EEIREIHE - FBEAD
E- N e PR S VA NG Y SRR N N N e
i -
(FEH £ FLIEFO9 72 BT 17)
(B 58 L FLLIRFI2 53 e 1B i 1T)
A

HIRAEEAM MR - EE L ZTRE L Ewm L
RMRERBEEETEZ NMEH - IRHEIEERAE A - [[FE K
- EEEE AEPRRAENEES TRANWEE - ABRAT
SR AT R E A RS CERERERRE > FEMRMECHEE -
T EEZBERE - NEMmEIHIEER & SR _RIE - &
MR HEGERENIREFRA ...

REMHE  (REEBT 2 MR REREN -
RERFA :
o8 f 114 P

29.06.2010 p.50



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

E/E

OK - 1T » IR &ML - i 7 R9 A7 i 58 6 B IR - 406 2 H )Y
Bk 8 -

BoE#R -

ERE 25 R E AT e B SR E - i WA ZE R
el - s - UKRAERSEKHF - W ERFMEET
B EE - WEMEEZ L EXXFN. BB E R - XFFI
H)Table 2H 2 iE fF F 1) - E83R KA ED I & H 2

21,213,0007C - R Al 7 2] 258 (H A B - TR - S35 R
A E R 2D R R T AR Y

ZE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, let me refer to the specifics. Alright, we are referring to
the staff member with 53 accounts complaining, total amount involved is
HK$21.2 million. So far, out of the complaints, the 53 complaints, we have

offered settlement to 17 ...... we have offered settlements to 16 of the
complainants, the balance of 37 casesis still under review.
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Ms YIP Yok-tak, Amy:

In this specific case, the range varies from about 50% ...... within the
range from 50% to 70%.
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Ms YIP Yok-tak, Amy:

Mr Chairman, if I may explain again, the HKMA investigations are held
independent of us. We do not know how many people have complained,
how many complaints they have received about us, we don't know which
cases they have come to us on occasions to ask for information, but we do not
have any information more than what's available on the website. What we
have done is put in together a complaint handling process that is very similar
to the one that is currently enforced right now by the regulators. We have
applied the same rigour against the complaints that we have received. In
many cases, these complaints have been reviewed, especially where the
customers have rejected our decision and have come back with fresh evidence,
we have reviewed those. In the cases of the two RIs who have been
reprimanded by the HKMA, we have reviewed all their cases, so | think we,
on aneed basis, do review the cases as fresh evidence do come up.
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Ms YIP Yok-tak, Amy:

Mr Chairman, at the risk of repeating myself, the findings ......
EE
HABFEERSERE  MERGE - BFRRAEMEZE  RERE
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Ms YIP Yok-tak, Amy:

Mr Chairman, the question, if | understand it correctly, is that are we
about to completely review the 2 700-plus cases now that the HKMA has
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conducted or completed their review. My answer is, we don't know whether
the 2 700-plus cases that we have is an exact replication of, or are identical to
the cases of complaints that have been sent to the HKMA. Alright, what we
have done is, in the case where the HKMA has reprimanded our Relationship
Manager as in the five and the nine cases, where the HKMA may or may not
have reviewed al nine cases to base their decision on reprimand, we have
actually reviewed all those cases and have made certain decisions as to the
cases. If I may perhaps explain in another way of why we varied the amount
of compensation, it's that the descriptions of the reasons for the reprimand are
fairly generic. However, that covers avery large range of potential impact of
the error or the lack of compliance. So, for example, on documentation,
maybe sometimes it could be a check, sometimes it could be something more
serious, but al of them have varying degrees of financial impact on the
customer. So, when we review the cases, we look at what exactly was
supposed to have happened, make a judgment as to whether that has actual
financial impact, or whether it has no financial impact. And based on that as
well as to whether there has been a lapse in disclosure of a risk, for example,
or risk not properly explained, we then make a decision and a judgment on the
amount of compensation.
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Ms YIP Yok-tak, Amy:

B sorry, excuse me, | think | need to find the document and refer to
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Hon LEUNG Kwok-hung:

Okay, forget about it because you can respond. | got a whole series of
guestions, so | ask another one.

A
B FMEH S RESEAHG MO - FiEEE -
Ms YIP Yok-tak, Amy:
8.2?
e
F(DBS) 157 3 -
Hon LEUNG Kwok-hung:

Ms YIP Yok-tak, Amy:
Right.
REBHA -
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A
Ms YIP Yok-tak, Amy:

The CDS information is — | just want to clarify the CDS information.
There was no relationship between any of the CDS ...... CDOsthat werein the
collateral with DBS Hong Kong. Whether there are any associations or
whether they were actually issued by or any of them issued by DBS Group, |
need to further verify, but | can venture to guess off the top of my
head — probably none.
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Yes.
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Ms YIP Yok-tak, Amy:

Mr Chairman, there was no, absolutely no conflict of interests between
any of the purchasers of collateral, between any of the derivatives contracts
entered into on behalf of the Constellation Notes.
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you need to clarify.

Ms YIP Yok-tak, Amy:

Absolutely none.
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Ms YIP Yok-tak, Amy:

Mr Chairman, there was absolutely no intention to misrepresent, mislead
or to product push. As the credit rating of the collateral was triple A and a
majority of the credit ratings of the reference entities with investment grade
and above. Comparing the credit quality of the Constellation Notes with
other products in the market, such as bonds, we felt that it was at arisk level
similar to convention bonds of investment grade but it was less risky than
equity-linked notes which were rated 3 at the time, we then decided that these
notes were appropriately rated asrisk level 2.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the answer is no. It is a balance between concentration
of risk in one name or two names, or diversification of risk in a number of
names while providing the same level of expected investment returns.
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EY &
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A

Ms YIP Yok-tak, Amy:

Mr Chairman, therisk rating 2 is not just aview of the DBS Bank. Itis
actually supported by expert opinion that we obtained from the market.
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Ms YIP Yok-tak, Amy:

Mr Chairman, in fact our product risk rating of 2 was supported by an
expert view we obtained from the market place.
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Ms YIP Yok-tak, Amy:

Y es, we can.
ZE

HAEGE ... R AT EAEHEE » ELEFFRY - OK?
Ms YIP Yok-tak, Amy:

No, | am actually trying to get the document. | am trying to see if the
document's here.

| can supply the relevant document after the meeting, the expert opinion.
EE

Bligan » M ELABBIER L - R aERIEA L EE ... HE
MEDREE A SHBEERENIME  2EHEETEREE

i 7

Ms YIP Yok-tak, Amy:

il

it

We have an expert opinion from the market place supporting the risk
rating of Level 2. Unfortunately at this juncture, 1 cannot remember the
name of the expert opinion ......

E/E

BEEMENERE T BR2Y  HE — A H 3 r 2 0tE
BERM - 2GEMERE Y

Ms YIP Yok-tak, Amy:

Yes.
FHE

OK : R fE&ERZH
Ms YIP Yok-tak, Amy:

Okay, yes.

29.06.2010 p.78



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

A
ERWEFEE -
R NBER -

LM BRI - R2EFHEZFEREEHEMAF
fEE R o AR AL 2 RIS > KRR 7E14.58 - AL HER K
oL EEEN . HEBEXRER ERRIINT7L. 74 785181 -
TR EOTESHIER0TFETHIE - EEEHB A EEHF H @
F o MEBEBEWESETNTEMERFAEXZNENES - E074HF 5 H
R R BEER I ZE - AN - ERIBITH S EE HIE M A &
b R = - BN 2 HEE R A @ AR MR E = 2

ZE -
A
Ms YIP Yok-tak, Amy:

Mr Chairman, with respect to the situation with the Bear Stearns related
note, which is not a Lehman related note, we did inform the customers of the
credit event at thetime. That's the question.
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Ms YIP Yok-tak, Amy:

That | would have to verify, but | would say that of the ...... | can say off
the top of my head and | will verify that the Lehman related Constellation
Notes, the collateral underlying the baskets, in the baskets would not have
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Lehman related collatera in the baskets, in the collateral baskets, but | will
further verify that.
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Ms YIP Yok-tak, Amy:

Mr Chairman, complexity does not equate riskiness, actualy. These
CLN notes, these Constellation Notes, in terms of the product structure
compared to what was being sold in the market place by other banks at the
time, was similar, if not lesscomplex. Now, that's why it is so important that
in the risk disclosure that in the selling process, we do point out the risk
elements to our investors.
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A
Ms YIP Yok-tak, Amy:

Mr Chairman, in responding we provided the extracts from the relevant
audit report that answered the questions directed at us.
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A
Ms YIP Yok-tak, Amy:

Y es, Mr Chairman, that is correct.

A

& A -
BER#R -

LR E BRI — {73 full report -
E- 2

AhE ket ExL?

29.06.2010 p.81



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

Ms YIP Yok-tak, Amy:

We will do so.
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Ms YIP Yok-tak, Amy:

Mr Chairman, the answer would be the same. We provided the relevant
sections to the question.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we will do so.
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Ms YIP Yok-tak, Amy:

Mr Chairman, our interpretation and our reading of the question is to
provide the relevant sections. Now, we have already stated that we will be
supplying the full report after the meeting.
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Ms YIP Yok-tak, Amy:

Mr Chairman, we have nothing to hide. If our interpretation of the
guestion was not the same, we apologize but we did undertake to provide the
full documents after the meeting.

/K-
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1 e

Ms YIP Yok-tak, Amy:

That's correct.
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MsYIP Yok-tak, Amy:

Mr Chairman, the priority at the time was to inform the customers who
were investors in that particular note which, if | recall, is non-Lehman
Brothers-related. At the same time, we had continued to provide our
customers with regular market price updates and market information relevant
to their notes. This was information that they could have on our website,
through our hotline, through their statements, through talking to their
Relationship Managers at our branches.
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Ms YIP Yok-tak, Amy:

First, the term is actually the arranger. We are aware of the risk, the
terms and the conditions, and when the terms and conditions are triggered, the
arranger informs us formally as per procedures in the prospectus and the
offering papers. But meanwhile, we do have ongoing dialogue with the
arrangers as to the status and the market conditions surrounding the
Constellation Notes and where the information is relevant and pertinent, we
do pass them on to our customers in the various means and through the
various media that we have described.
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Ms YIP Yok-tak, Amy:

The collatera is held in trust in a special purpose vehicle. When an
event triggers early redemption, the procedures are to realize the proceeds
from the collateral, settle all outstanding obligations and the balance as per the
prospectus and the balance is then returned to the holders through the agent
bank, through the custodian and the agent bank, being ourselves.
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Ms YIP Yok-tak, Amy:

Mr Chairman, may we ask which item again, please? Because we
missed the number.
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Ms YIP Yok-tak, Amy:

Huh?
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¥ » OK - 38 2 5 3.15:% /2 "Mapping Rules of Customer
Suitability and Product Risk" » A & £ 55 3.15.3 &8 Bk 1Y » T
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WHI L3 - R EZE P ERE R MEE L& REN - &
Al H R DU 2 /Y Jal B TS EJERIE 2 OK - 5 28 — 7] T ¢
"Advise customer that the product is not suitable for him and ask
him to consider other product of at same or lower risk." ;g £ &%

"advise"E’ﬂ » Bl 23 - (K2 "advise" —— E &R HBYF - iR

AR EGE A E S B AR E HB"E*EA{TEE&{FW&WPQ
ﬁﬁ SR Z B - " AR EEIRAERY - B ARl EER - E M E AR E
R & fitadvisordy /A & » {H 7 2K /R BR M &5 4 E Al fi annual review
By F i PQAY R 8 {1 (N 2 i advisor g /3 G Ig 2 Ry 5 JE {1 & 31t
"FeadvisefFiE EEM N EGIR > RE — R EREAME - "8
> M ANt 2 F ffkadvisorfy A &1 2

FE
ErA
Ms YIP Yok-tak, Amy:

Mr Chairman, if 1 may respond. Perhaps it should have been written
"tell" customer that the product is not suitable etc. The word "advise" is not
within this context, it ssmply meansto tell.

FEEHA -

T -
"Tell"f1"advise" & AR[EH T 2
FEHEZS

ES &
R -
FEEHA -

HAGRHEFRESRE  REOHFRGEHERIZD » OK >
MEEEM T » WEEIMEZEBEIZinform customer » B & tell
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customer - {3 &t 1~ & advisee OK » FIS T AH R » 5 (o] 4% 2 2 i 48 1 ...
MEBCEEFEEER"S"  MEARZ"I"ME - B /E A 6] 2o
inform or tell the customer that the investment product you are
holding is,” may not suitable for your continual holding ? % {f] {/

TEMEME » 55/ G Eadviser i | B [ & Mg 2 (R [l A
Mo BN BB T MR i adviser ) /5 (L > (R E A 2
adviserfy /& 1 » By (a] (R 45 FIME R 6 = E - 5t 2 (R By bank » R By
RAITHIRE - B A EARNERIE 2

/K-
ELL -
EFFRxL -
EE o Al AR DTS 2 AT A EE 7
E/E
HEE L L EE -
Ms YIP Yok-tak, Amy:

| think, Mr Chairman, we have answered this question on a number of
occasions today, and my answer remains the same which is we continue to
advise, to inform our customers......

FHE
{ el ) 1 3% advise |7 - $F 0§ 2
Ms YIP Yok-tak, Amy:

T
Bl & R 58 fyadvise ~ inform ~ tell & & — &1y » 2% 2
Ms YIP Yok-tak, Amy:

...... we continue to inform the customers of what's happening in the
market place.......

29.06.2010 p.94



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

FEAEA

ES &
R -
FHFHA -

------ HERER H MEZMEIAIRAEEN 28 - Rk
A5 Er e 2 B R a0 5 & FF it - Fe 5k 72 % adviser iy /& &
WE - REBRMBALER - (RRAESHMLEFE - HE5HM
—EEEMC » /1 &advisefti buy or hold or sell » 5 4 &
advise - iR A~ =2 1B E Wi ! B2 = E IR fadvisersy /4 & > #
AL A E FEERY > B DL (RE A &7 A & 3F fth - 72 A~ fitadviser
AErEWEEE - Bl EEREE -

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

| don't know how to answer the question because | don't understand the
guestion.

EY&
TR BREFEMER.....

FEAEA

29.06.2010 p.95



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

...... R R (BB O ] R — (B R R - R
BT MERULE  REBMER S - BERAA  R
10 6 B FT % 8 — K+ LIRS R DS R R R IR -
BT (EVE R BB REEEE T T RAE R AT
OK ?

REA -

FEAHA
N RERBE—KE - E ...
EY &

HERMEMEREE  HETHX.CAEEE > R
BET  TEIRZ.....

SEHBEA
HKEEH—T.....
EE -
...... B2 —XIHE
FEHZES

...... HE B, ...
T/ -

AR E B SRR - GRS A EEE EE o IS Y
Hon James TO Kun-sun:

Okay, yes. Wadll, | was told by Ms WONG that the reason for not
informing the customer of the downgrading, DBS's downgrading of the
product to arisk 5, why not inform the customer of this fact? Thereasonis,
| was told, that the DBS chose not to play the role of an investment adviser.

(N A X ZK)
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TE
i N ER A
Ms YIP Yok-tak, Amy:
Um hm, yeah.
Hon James TO Kun-sun:
My guestioniis......
Ms YIP Yok-tak, Amy:
Alright. Um ......
Hon James TO Kun-sun:
Okay, you understand now.
Ms YIP Yok-tak, Amy:

No, Mr Chairman, it's been along morning. | do not actually recal my
colleague saying that we did not make a conscious decision to inform our note
holders of the downgrading to risk level 5 of the Constellation Note because
we are acting as agent and not as adviser. | thought that explanation of the
advisory role versus an agency role pertained to another question. | thought
it had to do with portfolio management and portfolio review.

Now, if | can answer the question again that's being posed to us as to
why we did not inform the customer of the change in risk rating of this
product, we at any one time have on our shelves over a thousand products to
the consumer bank customers, aright. We do our best to supply market
conditions which we feel are more pertinent. So at the time of therisk level
change, there was no conscious decision made not to inform the customers.
We continue to inform the customers of the market conditions.

FHBHA -
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FHBHA -

IF - 3 frannual review - 32 & HY o 405 R i annual
reviewlf - i E FIEE — R IPQ - My O E E &K H"5" % 5
"1t IERR o MEAKBENEE > BN FamT - REE
/NE R ER - B AM P 2 fadviser By i | 47 T WIRTERE R 0 B
fa] YR 1~ tell the customer ? 1F 35 & % » & {n] 1~ tell the customerlfg ?
o I s Fe 5t 7 RTE Bk 0 R {a] A tell the customerlig 2 40 {A] [=] 25 W 2
g R (Al ZF I o

FE
ErAt
Ms YIP Yok-tak, Amy:

Mr Chairman, recalling the hypothetical situation about a customer
having a change in lifestyle therefore having a change in a risk rating of the
IPQ based on the review of the IPQ, under those circumstances, at the
customer's request, and at the customer's notification, we will of course review
the IPQ and come up with a new or a more appropriate risk rating for the
customer. Having done that, in our role as agent, we can show (The buzzer
sounded) the customer a universe of products that would be suited to his
current risk rating. Now, as to how the customer exit from what would then
he considered inappropriate risk products, we will continue to provide market
information and so that the customer can make an informed decision as to
whether to stay or to exit from those products that are no longer appropriate
for histhen current risk rating.

FHFHA -

SE A ER
------ I R — A

29.06.2010 p.98



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

ET X

...... FL R T - BB B I T BV T 9 - A
1
FEAHE -

(B B R F/NH A Bf (- B2k - & fhiE [ style s i
"THIRRE o ME AR EREMERE - RBAASHM . RIRA FE
R R S BEE R R % 5" 2 B £ /NHER - RIREE T M
adviserfif | T NZHIKF K - F T 0 FEAKIRAYEFK - adviser @
A F5 FHIEFEFIE » 21 F5tell the customer of the fact that DBS
has downgraded the product to arisk profile 5.  Why not tell this
customer of this fact without acting as an adviser ? =& J#E IR ? &

{af AR 2
E/E
T -
Ms YIP Yok-tak, Amy:

There was no conscious decision made not to tell them. We have since
revised the whole process and now the risk rating is on the product, but we did
not ......

EE -
i ARERZAEBLAET - NERBIE -
Ms YIP Yok-tak, Amy:

...... sorry, Mr Chairman, so at the time we did not tell the customers,
aright, but we gave them market conditions about the notes.

Hon James TO Kun-sun:

Does market condition or market information ......
ZE -

REE -
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Hon James TO Kun-sun:

...... include the DBS assessment? Does market condition include
DBS's own assessment of the risk profile of a particular investment product
the client is holding?

EE -
OK @&k —RHEE  HEktEZHxEHl Tt -
Ms YIP Yok-tak, Amy:

Market condition is information and data about what is happening in the
market place. The risk rating, it is a composite of the risk factors in the
market appetite.

T/ -

i 7 WAHEMAEEREEEZNZ MR —SLERE - M
emkM-—EEENERE  SEEEHENAFEZER - HA
B AP B By ] P A - RERAE DL R — 3 - WM S REYMEERE & —
B e

Bt BN 2R 305 R H T B AT AT T
oo /NHZ B g 1A R TGS RS L AF > Fo A A DLER TR S R FE B
Froeis - HOMBERFE - N EZEG G HE SR % A H R M
HIWEER - TR IEBE 3L - 2010 3H 1H /R H B E E R AR AF
e

im LIENBFERL ISR AN L GRS A A £ BB A & 5
BE - SAEANLFEIAWEMA &ERANE T EarZidsts - DA

Nl ERE G AR M e R -

(BFEA 7 T FL20F55 2 73 R)
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