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28 Jan 2003

1) The SFC announces today the conclusion of its disciplinary inquiry against Mr Leung Wing Fai.

The SFC found that, during the period between October 1998 and May 1999, Leung provided names
of some 30 of his clients, who had given Leung the discretion to conduct trading on their behalf, to
the placing agent as placees in 32 warrants issues which were used by the issuer of those warrants
to ostensibly satisfy the Placing Guidelines of the Stock Exchange’s Main Board Listing Rules in force
at the time, which required that for a warrant to be listed, it had to have an adequate spread of
holders, specified as, at least 100 holders among other things.

The SFC found that Leung knew that the placees he provided were needed for this adequate spread
rule. However, the SFC found that there might not be sufficient genuine market for the warrants
because all the warrants subscribed for by the placees introduced by Leung were, in almost all of the
cases, sold back to the issuer through the placing agent by Leung on the next business day after the
warrants were issued. The SFC found that as a result of Leung’s action in providing these placees for
the placements, the market and the investing public might have been led to believe that each and
every one of the 32 issues of warrants launched was a success because there appeared to be an
adequate level of demand for and activity in those warrants at the time of listing when in fact there
might not have been.

Leung acknowledged that he was negligent in not having realised that, by providing the placees to
subscribe for the warrants and by selling back the warrants in the way he did could deceive the
market as stated in the public announcement of the SFC (note 1). Leung also acknowledged that he
now realised that the placing arrangement that he had with the placing agent might mislead the
market and the investing public into believing that there was a higher demand for, and activities in,
those warrants when this was not the case.

The SFC also found that Leung breached paragraph 7 of the Placing Guidelines which prohibited,
among other things, staff of placing agents from allocating any warrants to their close relatives on
whose behalf they had a discretion to conduct transactions. The SFC found that Leung had allocated
the warrants to his wife’s and sister’s accounts for which he was given a discretion to conduct
transactions, and as such he breached paragraph 7.

As a result of the above findings, Leung has agreed to accept a public reprimand for his conduct and
to voluntarily surrender his registrations as a dealing director/dealer under the Securities Ordinance
(SO) and the Commodities Trading Ordinance (CTO) and has undertaken not to re-apply for
registration as a dealing director/dealer/responsible director or responsible officer under the SO, CTO,
Leveraged Foreign Exchange Trading Ordinance or any successor legislation for a period of eight
months. In reaching this agreement the SFC had taken into account the co-operation of Leung and
that HKEx changed the listing requirements for derivative warrants on 10 December 2001 and issuers
are no longer required to place an issue of warrants to a minimum number of independent placees.

Alan Linning, SFC Executive Director of Enforcement, said: “Even though they have been repealed,
the minimum independent public float requirements for the listing of warrants were important when
they were in force. Artificial schemes which created the appearance that there was a minimum
number of independent people holding the warrants at the time of listing, when this was not the
case, could have misled investors as to the real state of movement for the warrants and the viability
of the post-listing market and were improper. We will take disciplinary action against those involved
in such schemes.”

Note :
1. The SFC’s 7 June 2001 press release stated the SFC’s concern that the pre-arrangement of issuers
for brokers, placing agents and investors to take up the warrants on the understanding that the

issuers would repurchase the warrants was unacceptable because this might deceive the market by
giving a false and misleading appearance of the market for the warrants. The SFC warned it might
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take disciplinary action against any person involved in such activities.
2) The SFC announces today that it has suspended the registration of Mr Ho Chu Ming George.

The SFC found that, during the period between October 1998 and May 1999, Ho provided names of
some 30 of his and his company’s clients, apparently without the relevant clients’ prior knowledge
and authority, to the placing agent as placees in 33 warrants issues which were used by the issuer of
those warrants to ostensibly satisfy the Placing Guidelines of the Stock Exchange’s Main Board Listing
Rules in force at the time. The relevant Placing Guidelines required that for a warrant to be listed, it
had to have an adequate spread of holders, specified as, at least 100 holders among other things.

The SFC found that Ho knew that the placees he provided were needed for this adequate spread rule.
However, the SFC found that there was no genuine market for the warrants because all the warrants
subscribed for by the placees introduced by Ho were, almost in all the cases, sold back to the issuer
through the placing agent on the next business day after the warrants were issued and the decision
to subscribe the warrants was discretionarily made by Ho without the placees’ prior knowledge. The
SFC found that as a result of Ho’s action in providing sham placees for the placements, the market
and the investing public was led to believe that each and every one of the 33 issues of warrants
launched was a success because there appeared to be an adequate level of demand for and activity
in those warrants at the time of listing when in fact there was not.

Ho admitted that, by providing the placees to subscribe for the warrants and by selling back the
warrants in the way he did, was improper. Ho also apologized for, through the placing arrangement
that he had with the placing agent, having misled the market and the investing public into believing
that there was a higher demand for and activities in those warrants when this was not the case.

The SFC also found that Ho breached paragraph 7 of the Placing Guidelines which prohibited, among
other things, staff of placing agents from allocating any warrants to their close relatives on whose
behalf they had a discretion to conduct transactions. Ho admitted that he had allocated the
warrants to the accounts of his close relatives for which he was given discretion to conduct
transactions, and as such he breached paragraph 7.

As a result of the above findings, Ho has agreed to accept, for his conduct, a suspension of his
registration as a dealer representative under the Securities Ordinance and as a commodity dealer’s
representative under the Commodity Trading Ordinance for a period of three months, effective from
18 September 2002. In reaching this agreement the SFC had taken into account that Ho was co-
operative and remorseful during the inquiry and that HKEx changed the listing requirements for
derivative warrants on 10 December 2001 and issuers are no longer required to place an issue of
warrants to a minimum number of independent placees.

Alan Linning, SFC Executive Director of Enforcement, said: “Even though they have been repealed,
the minimum independent public float requirements for the listing of warrants were important when
they were in force. Artificial schemes which created the appearance that there was a minimum
number of independent people holding the warrants at the time of listing, when this was not the
case, could have misled investors as to the real state of movement for the warrants and the viability
of the post-listing market and were improper. We will take disciplinary action against those involved
in such schemes.”

3) The SFC announces today that it has suspended the registration of Mr Heng Hian Mok.

The SFC found that, during the period between October 1998 and May 1999, Heng provided names
of some 30 of his and his company’s clients, in all but the first few instances, without the relevant
clients’ prior knowledge and authority, to the placing agent as placees in 33 warrants issues which
were used by the issuer of those warrants to ostensibly satisfy the Placing Guidelines of the Stock
Exchange’s Main Board Listing Rules in force at the time. The Guidelines, at that time, required that,
for a warrant to be listed, it had to have an adequate spread of holders, specified as, at least 100
holders among other things.

The SFC found that Heng knew that the placees he provided were needed for this adequate spread
rule. However, the SFC found that there was no genuine market for the warrants because all the
warrants subscribed for by the placees introduced by Heng were, almost in all the cases, sold back to
the issuer through the placing agent on the next business day after the warrants were issued and
the decision to subscribe the warrants was discretionarily made by Heng without the placees’ prior
knowledge. The SFC found that as a result of Heng’s action in providing sham placees for the
placements, the market and the investing public was led to believe that each and every one of the
33 issues of warrants launched was a success because there appeared to be an adequate level of
demand for and activity in those warrants at the time of listing when in fact there was not.
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Heng acknowledged that, by providing the placees to subscribe for the warrants and by selling back
the warrants in the way he did, was improper. Heng also acknowledged that, through the placing
arrangement that he had with the placing agent, had misled the market and the investing public into
believing that there was a higher demand for and activities in those warrants when this was not the
case.

The SFC also found that Heng breached paragraph 7 of the Placing Guidelines which prohibited,
among other things, staff of placing agents from allocating any warrants to their close relatives on
whose behalf they had a discretion to conduct transactions. Heng had allocated the warrants to the
accounts of his wife and relatives which he had in effect managed discretionarily, and he therefore
breached paragraph 7.

On 26 November 2002, Heng pleaded guilty before Ms Polly Lo at Western Magistracy to 24
summonses of short selling securities in contravention of Section 80 of the Securities Ordinance. He
was fined $48,000 and ordered to pay investigation costs of $8,335 to the SFC.

As a result of the above findings and his conviction, Heng has accepted, for his conduct, a suspension
of his registration as a dealing director and as a financier’s representative under the Securities
Ordinance for a total period of four months, being three months for the providing sham placees for
warrants issues and one month for the short selling conviction. The suspension takes effect from 1
September 2002.

In reaching this agreement the SFC had taken into account that Heng was co-operative during the
inquiry and that HKEx changed the listing requirements for derivative warrants on 10 December 2001
and issuers are no longer required to place an issue of warrants to a minimum number of
independent placees.

Alan Linning, SFC Executive Director of Enforcement, said: “Even though they have been repealed,
the minimum independent public float requirements for the listing of warrants were important when
they were in force. Artificial schemes which created the appearance that there was a minimum
number of independent people holding the warrants at the time of listing, when this was not the
case, could have misled investors as to the real state of movement for the warrants and the viability
of the post-listing market and were improper. We will take disciplinary action against those involved
in such schemes.”
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