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Tel 2869 9440

Date 23 October 2008

From : Clerk to the House Committee

To Members of the House Committee

Follow-up to the Special House Committee Meeting on 13 October 2008

Further to LC Paper No. CB(2) 100/08-09 dated 21 October 2008, | attach
for Members' reference a letter dated 22 October 2008 from the banks concerned
as listed in the Appendix (LC Paper No. CB(2) 132/08-09(01)) in response to
question nos. 30 to 32 raised by Hon KAM Nai-wai in his letter dated 14 October
2008 (LC Paper No. CB(2) 100/08-09(02)).

(Mrs Vivian KAM)
Clerk to the House Committee
Encls.
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ABN AMRO Bank N.V.

Bank of China (Hong Kong) Ltd.
Bank of Communications Co. Ltd.
The Bank of East Asia, Limited.
Chiyu Banking Corporation Ltd.
Chong Hing Bank Ltd.

Citibank (Hong Kong) Limited
CITIC Ka Wah Bank Ltd.

Dah Sing Bank Ltd.

DBS Bank (HK) Limited

Fubon Bank (Hong Kong) Limited

Industrial and Commercial Bank of China (Asia) Ltd.

Mevas Bank Ltd.

Nanyang Commercial Bank, Ltd.

Public Bank (Hong Kong) Ltd.

Shanghai Commercial Bank Ltd.

Standard Chartered Bank (Hong Kong) Ltd.
Wing Hang Bank Ltd.

Wing Lung Bank Ltd.
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Answer: The distributor banks involved have agreed to proceed with the
implementation of a buy back proposal at market value regarding the
Lehman Brothers mini-bonds. The Task Force has already appointed
Ernst & Young as the independent financial advisor responsible for the
project management of the buy back proposal, including in particular, the
valuation of the Lehman minibonds and their underlying collateral.

The Task Force and the distributor banks have been and will continue to
work with the Government closely to effectively implement this proposal.
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Answer: The Task Force does not propose to impose a waiver of liability
condition on the investors as part of the buy back proposal.

Emst & Young, as the independent financial advisor of the Task Force in
relation to the buy back proposal, is analysing the valuation methodology
and the implementation details of the buy back proposal for the Task
Force’s consideration. The Task Force has started to work promptly with
all relevant parties with a view to finalising a concrete proposal as soon as
practicable.

With respect to mis-selling allegations, distributor banks have been fully
cooperating with the HKMA on handling complaints and investigating the
mis-selling cases. The banks are treating the mis-selling complaints as
their key priority at this time. As responsible corporations, banks observe
and uphold a professional standard in dealing with all complaints and
investigations of mis-selling. The banks will treat all complaints seriously
and process them in a timely manner in accordance with the law and
regulations. The banks will take appropriate legal responsibility for
customers found to have purchased Lehman related products should
there be proven cases of mis-selling. This will be done on a case-by-case
basis.
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Answer: The Task Force has already appointed Ernst & Young as the
independent financial advisor to assist in evaluating the structural and
other issues involved in the implementation of the buy back process,
including the assessment of the “market value” of the Lehman minibonds.
The Task Force is proactively working closely with all parties to finalise the
details of how to implement the buy back proposal. Pending completion of
the assessment and evaluation process by the Task Force’s advisors, it is
not appropriate to comment on the value of the collateral underlying the



Lehman minibonds or any concrete method in dealing with the
implementation .

Following completion of such assessment and evaluation, the Task Force
will announce the implementation details as soon as possible.





