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from our links to sub-custodians, [etcetera] ... are 

understood and correctly managed." 

Then there's obviously a section on, "Sub-Custodian 

Approval and Review". 

Ifwe turn the page {N/1633/33}, "Use of 

Sub-Custodian Services". 

MR JUSTICE ANDREW JONES: Shall we go to page 34? 

{N/1633/34}. 

(Pause) 

MR SMITH: So do you see paragraph 7.5, Mr Fielding? 

A I'm just reading it. 

(Pause) 

"Reporting Requirements", yes, I've read that. 

Q. So the reporting requirement was that the relevant HSBC 

entity had to provide a return showing the assets held 

with each non group sub-custodian; do you agree? 

A Correct. 

Q. And that had to be sent to certain places within HSBC, 

HSS, who would then share the information with FIG and 

CRF; do you see that? 

A I see that. 

Q. Ifwe then go back to your email, which is at 

{N/1661/2}, and over onto page 3, please {N/1661/3}, 

7.5, you understood and were telling everyone in fact, 

that that reporting requirement applied to BLMIS, 
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weren't you? 

A Yes, I was, and now I've seen the FIM -- it's obvious 

that I had read the FIM fairly thoroughly at this point, 

to put out this email. Section 7.5 deals with 

sub-custodians, but one of the key things you'll notice 

in 7.5, at the very beginning, is it talks about what 

sub-custodians are, and it talks about them as all sorts 

of intermediaries and prime brokers. The legal basis of 

the assets they hold will be entirely different. This 

is just saying simply: you need to tell us, head office 

needs to know about all of those assets in all of those 

arrangements. 

Q. Yes, but this is treating, isn't it, BLMIS as 

a non group sub-custodian for reporting requirements? 

A Yes, but it defines what sub-custodian is in section 7. 

Q. That's 7.5, do you say, isn't it? 

A No, no, right at the beginning of section 7. 

MR JUSTICE ANDREW JONES: If we go back to that. 

MR SMITH: Page 32, {N/1633/32}. 

A Sub-custodian operations effectively include: 

" ... sub-custodians, investment advisors, prime 

brokers, clearings and depositories ... " 

Q. Yes? 

A So I think I was being very belt and braces and saying, 

look, wherever we've got assets under whatever 
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arrangement, make sure we fill in the report and tell 

the group where all these assets are. 

Q. Well, I suggest, Mr Fielding, that's not right, because 

your understanding, I put to you, is that BLMIS was 

a sub-custodian, and that you were suggesting that BLMIS 

had to be included in that because it was 

a sub-custodian to HSSL. 

A I've been very grateful to read this, because, now 

reading it again, I see how I came to pull out that 

point to note to people, and it is simply a reporting 

requirement. 

Q. Let's look at another document, shall we, this time, if 

you say that was your understanding. 

Let's go to {N/1689/1}. This was at the time 

following the first KPMG report, and ifwe go over to 

page 2 {N/1689 /2}, do you see there, Ms Coe has sent an 

email to Mr Smith? 

A I see that. 

Q. What she's basically doing is setting out the text of 

the letter which, as I understand it, was proposed to go 

from Mr Smith to BLMIS; do you see? 

A I see that. I haven't read the whole thing. 

Q. Why don't you just look at the first paragraph of 

the letter: 

"I am pleased to confirm that HSBC has now received 
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the final Controls Review Report undertaken by KPMG on 

our behalf in relation to the appointment of Bernard 

L Ma doff Investment Securities LLC as our sub-custodian 

for specified clients." 

Just note the fact there's some wording in italics 

there, will you. Do you see that? 

A I do see that. 

Q. Ifwe go over the page back to page 1 {N/1689/1}, it 

looks like, at the bottom of the page, Mr Smith sends an 

email to you, do you see, at the very bottom of 

the page? 

A I see that. 

Q. And ifwe go back over to page 2 again {N/1689/2}, he 

says: 

"Any thoughts?" 

I think what he's then done is forwarded it to you 

with the question "Any thoughts?"; do you see? 

A. I do see that, although I'm a bit thrown by the 

Chris Coe signature on that --

Q. I think that relates to the email below, because it 

looks like the "Any thoughts?", ifwe go back to page 1, 

{N/1689 /1} relates to the email that we see at the very 

bottom of that page, where Mr Smith is forwarding on to 

you the email and the draft he's just received from 

Ms Coe; do you see? 
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