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9 July 1998
JOINT PRESSRELEASE
Action against Lippo SecuritiesLimited and
Its Accredited Officers

The Securities and Futures Commission ("SFC") and The Stock Exchange of Hong Kong Limited (the
"Exchange") jointly announce today that they have taken action against Lippo Securities Limited
("Lippo Securities'), a securities desler and a Member of the Exchange, and its Deader?s
Representatives, Mr Cheng KaWa ("Mr Cheng") and Mr Ng Kwok Fung ("Mr Ng").

The action against Lippo Securities arose from the SFC's inspection on Lippo Securities carried out in
mid 1996. A subsequent inquiry revealed that Lippo Securities had: -

i. adopted practices which were unable to adequately safeguard its clients assets, therefore
breaching sections 81(1), 84(1) and 84(3) of the Securities Ordinance (the "Ordinance"), and
C11 of the Code of Conduct for persons registered with the SFC;

ii. failed to maintain proper books and records, therefore breaching section 83(1) of the Ordinance;
and

iii. failed to demonstrate its ability to maintain sufficient liquid capital and erred in computations
under the Financial Resources Rules ("FRR") as at 31 May 1996, therefore breaching sections 6
(1) and 11(6) of FRR respectively.

The action against Mr Cheng and Mr Ng arose because during the period 15 February to 31 August
1995:-

i. they had signed as a witness on the Lippo Securities client account opening forms where the
clients did not actually execute the forms in their presence; and

ii. they had failed to establish the true and full identity of each of their clients and their financial
situations.

Both the SFC and the Disciplinary Committee of the Exchange (the "Disciplinary Committee") have
respectively decided to publicly reprimand and censure each of Lippo Securities, Mr Cheng and Mr
Ng. In addition, the Disciplinary Committee has also decided to fine Lippo Securities HK$30,000 and
each of Mr Cheng and Mr Ng HK$7,000.

Both the SFC and the Regulation Division of the Exchange have issued a warning letter to Mr Woo
Ping, Peter ("Mr Wo0"), Chairman, Chief Executive Officer and Dealing Director of Lippo Securities,
in respect of the deficienciesin Lippo Securities. To provide comfort to the SFC and the Exchange, Mr
Woo has transferred some of his previous functions within Lippo Group to other supervisory directors.

In determining the above disciplinary actions, the SFC and the Disciplinary Committee took into
account the following:-

i. Lippo Securities had cooperated fully with and actively assisted in the SFC'sinquiry;

ii. Lippo Securities had promptly appointed independent auditors to perform a comprehensive
compliance review of its internal control systems and procedures. It had taken steps to
implement the recommendations of the auditors and those implementation steps will be the
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subject of an independent review commencing forthwith;

iii. Lippo Securities holding company had agreed to establish an audit committee comprising
directors of the holding company to ensure the quality and reliability of the financial information
and the operational systems of Lippo Securities; and

iv. No client was found to have suffered monetary loss.

A copy of the Notice of Public Censure published by the Exchange is enclosed for your reference.

For further information, please contact Mr Bill Weeks or Mr Chan Chi-keung of the S~C at 2840-9287
or Mr Henry Law of the Exchange at 2840-3862.

July 9, 1998

NOTICE OF PUBLIC CENSURE

The Stock Exchange of Hong Kong Limited (the "Exchange") announces that on
16 June 1998, the Disciplinary Committee heard the cases of the Member, Lippo
Securities Limited ("Lippo Securities"), and its Sales Representatives, Mr Cheng
Ka Wa ("Mr Cheng") and Mr Ng Kwok Fung ("Mr Ng"). The Disciplinary
Committee found a charge against each of Lippo Securities, Mr Cheng and Mr
Ng for breach of the Rules of the Exchange proved.

The substance of the charge proved against Lippo Securities was that Lippo
Securities had: -

i. adopted practices which were unable to adequately safeguard its clients
assets, therefore breaching sections 81(1), 84(1) and 84(3) of the Securities
Ordinance (the "Ordinance"), and C11 of the Code of Conduct for persons
registered with the Securities and Futures Commission;

ii. failed to maintain proper books and records, therefore breaching section
83(1) of the Ordinance; and

iii. failed to demonstrate its ability to maintain sufficient liquid capital and
erred in computations under the Financial Resources Rules ("FRR") as at
31 May 1996, therefore breaching sections 6(1) and 11(6) of FRR
respectively.

The substance of the charge proved against each of Mr Cheng and Mr Ng was
that during the period 15 February to 31 August 1995:-

i. they had signed as a witness on the Lippo Securities client account
opening forms where the clients did not actually execute the formsin their
presence; and

ii. they had failed to establish the true and full identity of each of their clients
and their financial situations.
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Having considered that:-

i. Lippo Securities had cooperated fully with and actively assisted in the
inquiry;

ii. Lippo Securities had promptly appointed independent auditors to perform
a comprehensive compliance review of its internal control systems and
procedures. It had taken steps to implement the recommendations of the
auditors and those implementation steps will be the subject of an
independent review commencing forthwith;

iii. Lippo Securities holding company had agreed to establish an audit
committee comprising directors of the holding company to ensure the
quality and reliability of the financial information and the operational
systems of Lippo Securities; and

iv. No client was found to have suffered monetary loss,

the Disciplinary Committee resolved that a penalty of public censure plus a fine
of HK$30,000 be imposed on Lippo Securities and a penalty of public censure
plus a fine of HK$7,000 be imposed on each of Mr Cheng and Mr Ng. The

penalty of public censure is hereby imposed on each of Lippo Securities, Mr
Cheng and Mr Ng.

For and on behalf of
The Stock Exchange of Hong Kong Limited
Fanny Chung

Secretary - Disciplinary Committee

Hong Kong, 9 July 1998

Page last updated: 7 November 2001
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