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1. THE EXECUTIVE COUNCIL ADVISED THIS MORNING THAT THE HANG
LUNG BANK (ACQUISITION) BILL 1983 SHOULD BE INTRODUCED INTO
THE LEGISLATIVE COUNCIL AT A SPECIAL SITTING WHICH WILL TAKE
bLACE AT 1828 HOURS HONG KONG TIME TODAY.

5. THE BANK AND ITS AUDITORS HAVE NOT YET REACHED AGREEMENT

ON THE FINAL FORM OF THE ACCOUNTS, PARTICULARLY WITH REGARD TO
THE QUAL ITY OF MANY OF THE BANK’S LOANS AND ADVANCES, IMPLYING
THAT THE ACCOUNTS WHEN PUBL ISHED AT THE END OF SEPTEMBER WILL BE
SUBSTANTIALLY QUAL IFIED, WHICH WOULD HAVE LED ALMOST CERTAINLY
TO A RUN IN A FEW DAYS TIME. BUT IN ANY CASE THE BANK REPORTED
TO THE COMMISSIONER OF BANK ING THIS MORNING THAT THEY WERE OVER
DOLLARS 58 MILL 10N OVERDRAWN ON THEIR CLEARING ACCOUNT WITH THE
CHARTERED BANK. AT BEST THEY THOUGHT THEY COULD CLEAR HALF OF
THIS LATER IN THE DAY. THE CHARTERED BANK THEN INFORMED US THAT
THEY WERE NOT PROPARED TO OFFER COVER AND THAT THEY INTENDED TO
INFORM THE CLEARING HOUSE THAT THE HANG LUNG BANK WAS UNABLE

TO MEET THEIR CLEARING. TO AVOID THE INEVITABLE CONSEQUENCES

THE GOVERNMENT HAS COVERED THE HANG LUNG BANK’S CLEARING FOR
TODAY. SUBJECT TO THE LEGISLATIVE COUNCIL PASSING THE BILL THIS
AFTERNOON THE BANK WILL BE ACQUIRED BY THE GOVERNMENT AND WILL
BE OPENED UNDER A MANAGEMENT CONTRACT ENTERED INTO WITH THE HONG
KONG NK TOMORROW MORNING (WEDNESDAY) SE




3. EXECUTIVE COUNCIL ADVICE WAS UNANIMOUS. MEMBERS WERE CONCERNED
THAT THE PUBLIC RELATIONS ASPECTS WERE HANDLED IN SUCH A WAY AS

TO STRESS THAT THIS SITUATION HAD ARISEN NEITHER FROM POL ITICAL
FACTORS, NOR AS A RESULT OF THE PRESENT DISTURBED STATE OF THE
FOREIGN EXCHANGE MARKET. IT WILL BE STRESSED THAT THE SITUATION
HAS ARISEN AS A RESULT OF MISMANAGEMENT AND THE POOR QUALITY OF
THE BANK’S LOANS PORTFOL IO AND THAT, ALTHOUGH THE SITUATION HAS
BEEN MONITORED CLOSELY FOR THE PAST 12 MONTHS, THE TAKEOVER SCHEME
IS NOW NECESSARY TO SAFEGUARD DEPOSITORS.
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