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Whereas it appears to me that insider dealing (as that term is defined in the

Ordinance) in relation to the listed securities of a corporation, namely, Chinney Alliance

Group Limited, (“the company”), has taken place or may have taken place, the Tribunal
is hereby required to inquire into and determine :

(2)

(b)

(©)

whether there has been insider dealing in relation to the company

connected with or arising out of the dealings in the listed securities of the
company by or on behaif of :

Lau Chung Yin, Joseph and Pui Li, Rozalia during the period from 22
September 1999 to 4 October 1999 (both dates inclusive);

in the event of there having been insider dealing as described in paragraph
() above, the identity of each and every insider dealer; and

the amount of any profit gained or loss avoided as a result of such insider
dealing.

Dated this 25™ day of September 2002.

(Antony Leung)
Financial Secretary
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INTRODUCTION

Dharmala Holdings Limited was listed on the Stock Exchange
of Hong Kong Limited (“SEHK”) on 15® October 1993. Its core
business was the sale and distribution of industrial products and
equipment. By late 1998 it had changed its name to Chinney Alliance
Group Limited (“Chinney”). Its controlling structure comprised
Chinney Investments Limited (“Chinney Investments”), Chinney
Holdings  Limited and  Multi-Investment  Group  Limited
(“Multi-Investment™) which held some 14.67% of the issued shares of
Chinney, with an option on other shares which if exercised would take its
shareholding to 33.87%.!

In September 1999, the board of Chinney wished to obtain a
capital injection by way of a direct placement of new shares (the “direct
placement”), equivalent to about 20% of its then issued capital, to
independent third parties subject to a proviso that a proportionate number
of the new shares were to be subscribed for by Multi-Investment at the
same placing price.

With that in view, Chinney informed the SEHK of the proposal
and trading in Chinney shares was suspended at the commencement of
trading on 23™ September 1999.

Later that same day however the SEHK informed the board of
Chinney that the subscription by Multi-Investment would in its view be a
connected transaction and as such would require the approval of
independent shareholders.

Following that the board of Chinney decided to not proceed
with their plans relating to the direct placement and a notice to that effect
was published in the Hong Kong press on the following day, the

' Charts summarising the structure of the Chinney group are at Annexure “A”.



24" September.” Trading in Chinney shares was also resumed at 10:00
a.m. on the 24" September.

During trading on 24™ September, the price of Chinney shares
increased by some 60% to $0.20 by mid-afternoon. On the close of
trading on 22" September, the closing price had been $0.12.3

During the day's trading on 24™ September, members of the
board of Chinney and its related companies Chinney Investments and
Multi-Investment were informed that two placees were interested in
resuming the placement of Chinney's shares on a “top-up” basis, so that
the objections of the SEHK as to Multi-Investment's role could be
circumvented.

One of those potential placees was a Mr. Bernard POULIOT
(“Mr. POULIOT”) who had previously been the managing director of
Chinney in its earlier guise as Dharmala Holdings Limited until he had
resigned on 15" September 1998, i.e. about one year previously. The
other potential placee was Mr. Richard SIEMENS (“Mr. SIEMENS”),
through his and his wife's company Goldstone Trading Limited
(“Goldstone™).

Mr. POULIOT and Mr. SIEMENS were both directors and
shareholders of Distacom Communications Limited (“Distacom”) which
was a privately owned company involved in the telecommunications
industry. One of its interests was a 60% indirect shareholding in a
well-known mobile telephone company, held by Mandarin
Communications Limited (but trading as "SUNDAY”), which operated a
mobile telephone network in Hong Kong. Particularly Mr. SIEMENS'
connection with SUNDAY had been widely reported and was well known
in business circles in Hong Kong.

Mr. POULIOT had first expressed some form of interest in the
then proposed Chinney placement on 23™ September. He had expressed

* That notice is at Annexure “B”.
* A history of Chinney's share price and turnover is at Annexure “C”.



this interest to Kenneth LAM Kin Hing (“Mr. LAM”) who was a director
of Chinney and the managing director of its sometimes placing agent
APC Securities Company Limited (“APC”). When the direct placement
proposal was aborted Mr. POULIOT remained interested.

This was taken further on 24™ September 1999 and a meeting
was held about mid-day amongst Mr. POULIOT, Mr. LAM and the
chairman of Chinney Dr. James WONG Sai Wing (“Dr. WONG”). At
that meeting the placement size of about 200 million shares was
discussed and Mr. POULIOT informed the others that Mr. SIEMENS was
a potential placee.

Following upon that meeting, a follow-up meeting was held in
the afternoon of the same day at the premises of Chinney at which
Stephen YU Sek Kee (“Mr. YU”) a director and the chief financial officer
of Chinney was present together with Mr. LAM who represented the
interests of Mr. POULIOT and Mr. SIEMENS. Also present was
Herman FUNG Man Hei (“Mr. FUNG”), the managing director of
Chinney Investments Limited. Joseph LAU Chung Yin (“Joseph LAU”),
the corporate finance director of Chinney Investments Limited and
director of Multi-Investment also attended the meeting. The meeting
initially went from some time after 2:30 p.m. to about 3:30 p.m.

During the meeting Mr. LAM disclosed to the others present
that Mr. POULIOT and Mr. SIEMENS were now proposed placees, and a
discussion ensued concerning, inter alia, the price and size of the
placement. Prior to 3:30 p.m. the general terms of the placement had
been effectively agreed between Mr. YU, who represented Chinney and
Mr. LAM for the placees.

Accordingly at about 3:30 p.m. the SEHK was formally
notified and trading in Chinney's shares was once again suspended.

Joseph LAU was on the morning of 24" September 1999 an
existing Chinney shareholder. Between noon and 2:48 p.m. on 24"
September, he had sold some 2,950,000 Chinney shares which he had
previously purchased on 22" September and the morning of 24"
September on his account at Tai Fook Securities Company Limited (“Tai



Fook”). In respect of that sale, he realized a profit of some $69,000 at
an average sale price of about 0.155.  That sale exhausted his holding of

Chinney shares and occurred prior to his attending the afternoon meeting
held on 24" September.

But then either during or after that meeting between 3:17 p.m.
and 3:30 p.m. Joseph LAU placed orders for the purchase of a total of
6,000,000 Chinney shares at an average price of about $0.20 on his same
Tai Fook account.

In other words, the orders he placed to effect the purchase of
the 6,000,000 Chinney shares were placed either during the course of or
immediately after the meeting he attended at Chinney's premises where
the parties succeeded in arriving at an agreement in principle as to the
placement of Chinney shares in favour of Mr. POULIOT and Mr.
SIEMENS.

On the same day the 24™ September 1999 at around 10:00 a.m.,
a friend of Joseph LAU, Rozalia PUI, purchased some 750,000 Chinney
shares on her account at Tai Fook. Rozalia PUI and Joseph LAU had
known each other for about ten years. They had first met while studying
in the United States and had become working colleagues when they
returned to Hong Kong and had then both worked for China Travel
International Investment Hong Kong Limited (“China Travel”). Joseph
LAU left that firm and eventually worked at Chinney, but Rozalia PUI
had remained there and was an Assistant Investment Manager with China
Travel in September 1999.

On the morning of the 30"™ September Chinney publicly
announced the terms of the “top-up” placement agreement and trading in
Chinney shares resumed at 10:00 a.m. that day.* Its closing price on that
day was $0.42, a 106% advance on its closing price on 24" September of
$0.20.

4 See Annexure “D”,



On the 30™ September and the 13" and 19" October 1999
Joseph LAU sold the 6,000,000 Chinney shares purchased on his account,
and from 19" October paid funds totalling $1,503,912 to Rozalia PUI
which included the profits of trading in the 6,000,000 Chinney shares.

The transactions in Chinney shares in both Joseph LAU's and
Rozalia PUT's trading accounts at Tai Fook attracted the attention of the
Securities and Futures Commission (“SFC”) and following an
investigation by the SFC and a report to the then Financial Secretary a
notice was issued to the Chairman of the Insider Dealing Tribunal
pursuant to section 16(2) of the Securities (Insider Dealing) Ordinance
Cap 395 (“The Ordinance”). That notice appears at (i) to this Report.



PROCEDURE

In this Chapter, we set out in brief the history of this Tribunal's
establishment following its receipt of the section 16(2) notice from the
Financial Secretary and the steps taken by the Tribunal for the purposes

of its conduct of the inquiry undertaken by it into the matters required by
its terms of reference.

The Tribunal's Terms of Reference

The Tribunal's Terms of Reference are governed by that notice
dated the 25™ September 2002 sent to the Chairman by the Financial
Secretary pursuant to the provisions of section 16(2) of the Ordinance.

That notice instituted the present inquiry and required the
Tribunal to inquire into suspected insider dealing in Chinney's shares
between 22™ September and 4™ October 1999 inclusive arising out of
Chinney share dealings by Joseph LAU and Rozalia PUL

I :  mem | L assisti

The Chairman subsequently received a synopsis of the
background facts and evidence which were relevant to the subject matter
of the inquiry and a list of companies and persons who were also
connected with the subject matter of the inquiry.

Following that two lay members were selected by the Chairman
and appointed to the Tribunal on the 15" December 2003.

Those members are Mr. YEUNG Yuen Bun, Benny who is a
practicing solicitor and a partner of Messrs. Cheng, Yeung & Co. and Mr.
PANG Hon Chung who is the Director of Finance and General Manager
of Lotus International Limited.



On the 25" February 2004 the Tribunal appointed Mr. Peter T.K.
IP of the Hong Kong Bar and Mr. Wesley WONG, then Senior
Government Counsel of the Department of Justice as counsel assisting
this Tribunal.

The service of Salmon letters

Following that the Tribunal was provided with the various
witness statements, documentary exhibits and records of interviews
which were to form part of the evidence before the Tribunal. From that
material, and following meetings with counsel assisting, the Tribunal
determined that Joseph LAU and Rozalia PUI should be regarded as
implicated parties. They were served with Salmon letters’ to that effect
on 26™ March 2004. On that date or shortly thereafter all statements,
records of interview and exhibits which had earlier been served on the
Tribunal were served on the implicated parties together with other
documents such as the synopsis of the case which had earlier been
provided to the Tribunal.

The Salmon letters specified a date for a preliminary hearing of

matters germane to the inquiry. That preliminary hearing took place on
the 8™ April 2004.

At that hearing both the implicated parties sought leave to be
represented by counsel for the purposes of the inquiry. Leave was
granted and Joseph LAU was thenceforth represented by Mr. Jonathan
Harris instructed by Messrs. Richards Butler, Solicitors.

Rozalia PUI was on the 8® April 2004 initially represented by
Messrs. Yuen & Partners Solicitors and subsequently from the 18" May

$ Salmon letters are so named after Lord Salmon who first suggested this procedure as being

appropriate for the notification of persons whose interests may be effected by the findings of a Tribunal
of Inquiry.



2004 by Mr. Bernard MAK and Mr. Hectar PUN instructed by Messrs.
Cheung, Tong & Rosa Solicitors.

At that preliminary hearing of 8" April 2004 the procedures of
the Tribunal were explained together with its powers and, in brief form,
the more fundamental aspects of the law which would be applied, such as
the standard of proof. In particular the Chairman confirmed the Terms
of Reference of the Tribunal in open court and detailed what steps had
been undertaken in the constitution of the Tribunal and what preliminary
steps had been undertaken by the Tribunal up to that point in time. A
directions hearing was set down for 18" May 2004.

At that directions hearing, inter alia, a date for the
commencement of the substantive hearing was set. That was the 1% June
2004.

Tl ; ive heari
The substantive hearing commenced on that day with an

opening statement to the inquiry by counsel assisting. Evidence was
then called.

Eventually 21 witnesses including the implicated parties were
called before the Tribunal, or their statements were read to the Tribunal,
over 28 sitting days.

Those witnesses were:



| Presemt |

General relevance
to the inquiry

TWS 1
Wing, James
(“Dr. WONG”)

Dr. WONG Sai_

Chairman,
Chinney
Investments
Limited

Chairman of five listed
companies including
Chinney, Chinney
Investments Limited and
Hon Kwok Land
Investment Co. Ltd. —
Controlled the Chinney
Group in 1999 and
together with Mr. LAM
(TW 6) initiated the "top-
up" placement and the
meeting in the afternoon
of 24" September.

TW 2 | FUNG Man Hei,

Herman
(“Mr. FUNG”)

Vice Chairman,
Hon Kwok Land
Investment Co.
Ltd. and
Managing
Director, Chinney
Investments
Limited

Managing Director,
Chinney Investments
Limited and

Director,
Multi-Investment in
1999. Was present at
the meeting of

24™ September with
Joseph LAU who was his
subordinate at the time,
Mr. YU (TW 3) and Mr.
LAM (TW 6).

6 "TW" refers to "Tribunal Witness".




—

~ Name _ Present |  General relevance
e - Occupation to the inquiry
TW 3 | YU Sek Kee, Director, Director of Chinney in
Stephen Chinney Alliance| 1999. Executive
(“Mr. YU”) Group Ltd.; Director and Chief
Managing Financial Officer of
Director, Chinney| Chinney. Present at the
Alliance and meeting of 24%
Chinney September with Mr.
Engineering FUNG (TW 2). Joseph
Limited LAU and Mr. LAM (TW
6).
TW 4 | Adrian]. Director, In 1999, Director of APC
BRADBURY Quam Capital Capital Limited.
Assisted Mr. LAM (TW
6) in preparing the
formal placement
documents.
TW S5 | CHEUNG Mo Associate Assistant Manager,
Yin, Eva Director, Rex Listing Division,
(“Ms. Eva Capital the Stock Exchange of
CHEUNG”) Hong Kong Hong Kong Limited in
Limited 1999. Contacted Mr.
LUK (TW 7) and/or Mr.
YU (TW 3) of Chinney

in the afternoon of 24%
September to enquire
about Chinney's share
price rise. Instrumental
in suspending Chinney
shares that afternoon at
3:33 p.m.

10




Name Present General relevance
| Occupation ~ to the inquiry

TW6 | LAMKinHing, | Managing Director of Chinney and
Kenneth Director, Quam | Managing Director of
(“Mr. LAM”) Securities APC Capital (Holdings)

Limited Ltd. and APC Securities
Co.Ltd. in 1999. Put
forward Mr. POULIOT
to Dr. WONG as being
interested in reviving the
"shelved" placement of
23" September as a
“top-up” placement.
Attended the meeting
with Mr. FUNG (TW 2),
Mr. YU (TW 3) and
Joseph LAU in the
afternoon of 24
September as the
representative of Messrs.
POULIOT and
SIEMENS.

TW 7 | LUK Chi Chung, | Company 1999 Company Secretary
Peter Secretary and of Chinney. Involved in
(“Mr. LUK”) Financial the suspension of trading

Controller, in Chinney shares on 24%®

Chinney September.

Alliance;

Director, Hon

Kwok Land

Investment Co.

Ltd. and Chinney
Investments Ltd.

11




Name Present General relevance
| e - Occupation to the inquiry -
TW 8 | Bernard Chairman, Director and also a
POULIOT Quam Ltd. shareholder of Distacom
(“Mr. Communications Ltd.
POULIOT”) Participated in the “top-
up” placement. Met
with Dr. WONG and Mr.
LAM at noon on 24%®
September and proposed
the “top-up” placement.
Did not attend the
afternoon meeting of 24"
September.
TW9 | WOOKing Wai | Architect, General Manager and
(“Mr. WOO”) Comway Partner,
Contracting Comway Contracting
(Hong Kong) (Hong Kong) Limited
Limited in 1999. Provided the
$1 million cheque to
Joseph LAU's present
wife which funded the
purchase of the 6 million
Chinney shares.
TW 10 | Richard John Chairman, Director and Shareholder
SIEMENS E-Kong Group | of Distacom
(“Mr. Limited; Communications Ltd.,
SIEMENS”) Co-Chairman, Goldstone Trading Ltd.
Sunday in 1999. Associate of
Communications | Mr. POULIOT.
Ltd. Participated in the

“top-up” placement.

12




Name Present General relevance
o Occupation to the inquiry
TW 11 | TANG Chung Sales person of | Broker, Tai Fook
Kwan, Eric Citibank Group | Securities in 1999.
(“Eric TANG”) in relation to Took orders from Joseph
derivatives LAU to purchase the
Chinney shares and
participated in recorded
telephone calls with
Joseph LAU and to a
lesser extent with Rozalia
PUL
TW 12 | LEE Kam Ming | Assistant Senior Electrical and
Managing Mechanical Engineer,
Director, China | China Overseas Housing
Overseas Projects Co. Ltd. in 1999.
Housing Projects | Participated in various
Co. Ltd. work meetings with
Rozalia PUL
TW 13 | HO Wai Wah Investment Investment Manager,
Manager, China | China Travel
Travel International Investment
International Hong Kong Ltd. in 1999.
Investment Hong | Rozalia PUI's work
Kong Ltd. supervisor. Gave
evidence of dates of
meetings attended by
Rozalia PUL
TW 14 | Peter Consultant Provided expert evidence
RANDALL as to the price sensitivity
(“Mr. of information
RANDALL”) concerning the placement

negotiations and
agreement.

13




Name Present | General relevance
e Occupation to the inquiry
TW 15 | FUNG Sau Senior Manager, | Provided expert evidence
Hong, Stella Enforcement as to the price sensitivity
(“Miss Stella Division of SFC | of information
FUNG”) concerning the placement
negotiations and
agreement.
TW 16 | TSOI So Fan, SFC Translator | Translated from Chinese
Maria into English various
(“Ms. Maria documentary exhibits
TSOI”) provided to the Tribunal.
TW 17 | LAU Ching Yin, | Director of Implicated Party.
Joseph Business
(“Joseph LAU”) | Development of
Rambus
Company LLC
TW 18 | NG Yan, Noel Bank Officer Was the secretary of
(“Ms. Noel NG”) Joseph LAU at the
relevant time. Gave
evidence of what time he
attended the meeting in
the afternoon of 24%
September.
TW 19 | PUILi, Rozalia | Housewife Implicated Party.
(“Rozalia PUI")
TW 20 | HO Tsui Shan, Investigator of | Produced Joseph LAU's
Vicky Security mobile telephone records
Department of | for 24* September 1999.
SUNDAY
TW 21 | Ms. Christine Senior Manager, | Produced various

Muirhead POON
Ling

Enforcement
Division of SFC

schedules and admitted
facts.

14




Each of those witnesses including each implicated party was
open to questioning by counsel assisting and by each, or the other,
implicated party. Counsel assisting was allowed to cross-examine the
two implicated parties. The evidence of Mr. HO Wai Wah (TW 13), Ms.
Maria TSOI (TW 16) and Ms. Christine Muirhead (TW 21) was given
wholly by statement.

Once the substantive hearing commenced there were no more
meetings between counsel assisting and the Tribunal. All matters of a
"housekeeping" nature were dealt with in open court so far as possible or
by way of correspondence if that was more convenient. That
correspondence was available to the implicated parties for their perusal.

The substantive hearing was conducted on an inquisitorial basis.
That meant the Tribunal was itself responsible for what evidence was
called before it, though in this regard it sought the advice of counsel
assisting and considered any application for the calling of a witness by
counsel for the implicated parties. On one occasion the Tribunal
allowed the application of Mr. Jonathan Harris for Joseph LAU that the
evidence of a proposed expert witness, Mr. Toby Heale, on the matter of
the price sensitivity of the information as to a placement of Chinney's
shares, part of the subject matter of the inquiry, be not admitted. A copy
of the Chairman's ruling in that regard is at Annexure “E”. Mr. Heale
was eventually replaced by TW 14, Mr. Peter RANDALL.

At the end of the evidence submissions were made by counsel
assisting the Tribunal and by counsel representing the implicated parties.

Following those submissions the Tribunal retired to consider its
findings in respect of paragraphs (a) and (b) of our Terms of Reference
and provided an interim report’ to the Financial Secretary. The interim
report was subsequently incorporated as Chapters 1 to 8 into this final
report of the Tribunal, which now goes on to include our findings as to
paragraph (c) of the Terms of Reference in Chapter 9 and, after further
submissions from the parties, also the appropriate orders made by us.

* signed by the members on 5" November 2004,
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THE LAW

The law applied by the Tribunal is set out hereunder so far as
the general statutory provisions and fundamental principles of law which
related to the inquiry are concerned. More particular and specific

aspects of the law applied by the Tribunal will be dealt with in the context
in which they arise in later chapters.

The Provisi f the Ordi

So far as Joseph LAU was concerned, we considered his role as

a potential insider dealer pursuant to the provisions of section 9(1)(a) of
the Ordinance.

Those provisions are as follows:

“9.  When insider dealing takes place
(1) Insider dealing in relation to a listed corporation takes place —

(a) when a person connected with that corporation who is in possession
of information which he knows is relevant information in relation to
that corporation deals in any listed securities of that corporation or
their derivatives (or in the listed securities of a related corporation
or their derivatives) or counsels or procures another person to deal
in such listed securities knowing or having reasonable cause to
believe that such person would deal in them;"

Pursuant to those provisions we were required to determine
whether he was a person “connected” with Chinney within the meaning
of that term in section 4 of the Ordinance.

Section 4 is as follows:
"4, “Connected with a corporation”

(1) A person is connected with a corporation for the purposes of section 9 if,
being an individual —

16



(@ he is a director or employee of that corporation or a related
corporation; or

(b) he is a substantial shareholder in the corporation or a related
corporation; or

(¢) e occupies a position which may reasonably be expected to give
him access to relevant information concerning the corporation by
virtue of -

() any professional or business relationship existing between
himself (or his employer or a corporation of which he is a
director or a firm of which he is a partner) and that
corporation, a related corporation or an officer or substantial
shareholder in either of such corporations; or

(i1) his being a director, employee or partner of a substantial
shareholder in the corporation or a related corporation; or

(d) he has access to relevant information in relation to the corporation by
virtue of his being connected (within the meaning of paragraph (a),
(b) or (c)) with another corporation, being information which relates
to any transaction (actual or contemplated) involving both those
corporations or involving one of them and the listed securities of the
other or their derivatives or to the fact that such transaction is no
longer contemplated; or (4Amended 29 of 1994 s. 4)

(¢) he was at any time within the 6 months preceding any insider dealing
in relation to the corporation a person connected with the corporation
within the meaning of paragraph (a), (b), (¢) or (d). (4dmended 29 of
1994 s. 4)

(2) A corporation is a person connected with a corporation for the purposes of
section 9 so long as any of its directors or employees is a person
connected with that other corporation within the meaning of subsection
.

(3) In subsection (1), “substantial shareholder” (AB%#) in relation to a
corporation means a person who has an interest in the relevant share
capital of that corporation which has a nominal value equal to or more
than 10% of the nominal value of the relevant share capital of that
corporation.”

So far as Rozalia PUI was concerned, we were to consider her
role pursuant to the provisions of section 9(1)(e) of the Ordinance.

17



That provision is in these terms:-

“9.  When insider dealing takes place
(1) Insider dealing in relation to a listed corporation takes place —

(a)

(b)

(c)

(d)

(¢) when a person who has information which he knows is relevant
information in relation to that corporation which he received (directly
or indirectly) from a person —

(i) whom he knows is connected with that corporation; and

(1) whom he knows or has reasonable cause to believe held that
information by virtue of being so connected,

deals in the listed securities of that corporation or their derivatives (or

in the listed securities of a related corporation or their derivatives) or

counsels or procures another person to deal in those listed securities or
their derivatives;

o .7

Common to the roles of both Joseph LAU and Rozalia PUI and
in the course of determining whether they had breached the above
provisions we were to consider the point of time at which any relevant
information possessed by either of them as required by the provisions of
section 9(1)(a) and (e) came into existence.

What is “dealing in listed securities” is defined by section 6 of
the Ordinance as follows:-

“6. '""Dealing in securities or their derivatives"

For the purposes of this Ordinance, a person deals in securities or
their derivatives if (whether as principal or agent) he buys, sells,
exchanges or subscribes for, or agrees to buy, sell, exchange or subscribe
for, any securities or their derivatives or acquires or disposes of, or agrees
to acquire or dispose of, the right to buy, sell, exchange or subscribe for,
any securities or their derivatives. (dmended 29 of 1994 5. 5)”
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What is “relevant information” is defined by section 8 of the
Ordinance as follows:-

“8. "Relevant Information"

In this Ordinance “relevant information” (GB§i2E) in relation to a
corporation means specific information about that corporation which is not
generally known to those persons who are accustomed or would be likely
to deal in the listed securities of that corporation but which would if it

were generally known to them be likely materially to affect the price of
those securities.”

Further and detailed consideration of the terms of section 8 will
be given in due course in Chapter 5.

G | Princiol eI
Standard of Proof

The Tribunal adopted that standard of proof in its view properly
applicable to findings of insider dealing under the Ordinance.

That standard of proof was proof to a high degree of probability.
It is a genuinely high standard of proof and reflects the serious nature of a
finding of insider dealing made against an implicated person. It is the
standard appropriate to the matters at issue in this inquiry. It is the same
standard which has been adopted in previous inquiries and in that regard
we adopt the comments of the Tribunal contained within the Parkview
Report:

“The standard of proof should be simply stated and remain the
same throughout. It is a high standard of proof — not the
highest reserved for criminal allegations — but nonetheless
high. It is not appropriate to say that within a given inquiry
the more serious the allegation the higher the standard should
be. The standard at all times is high. “A high degree of
probability” refers to the top end of the civil standard. It is
set high because the issues are serious. A finding of insider
dealing against an individual is a finding of wrongdoing
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which will adversely affect his or her reputation. It carries
with it penal sanctions and public obloquy.”’

Moreover, we agree with the comments made by the Tribunal
in the Chevalier Report where it was said:-

“... This Tribunal agrees that at the outset the standard of proof
should be stated as proof to a high degree of probability and adds
that that standard should be applied throughout the inquiry on every
issue (regardless of the fact that one issue may have more dire
consequences than another) and in respect of every implicated person
(regardless of who he or she may be).

In addition it is desirable, although not essential, that there is
consistency between one inquiry and another. In all previous
inquiries under CAP 395 the standard adopted has been proof to a
high degree of probability. We have not been persuaded that the
proper standard is the higher (criminal) one.”®

With respect to Mr. MAK for Rozalia PUI who argued that we
should apply the criminal standard of proof it seems to us that the
standard of proof to a high degree of probability properly reflects the
fundamentally civil nature of the proceedings but recognizes that nature
carries with it some quasi-criminal characteristics such as public
opprobrium for the acts of an insider dealer and the ability of the Tribunal
to impose, inter alia, a penalty for such an activity.

Inferences

During the course of this inquiry on frequent occasions the
Tribunal considered whether in determining an issue it was appropriate to
draw an inference against an implicated party. This was particularly so
in considering whether Joseph LAU had come into possession of relevant

7 Report of the Insider Dealing Tribunal of Hong Kong concerning dealings in the listed securities of
Hong Kong Parkview Group Limited, p. 19.
¥ Report of the Insider Dealing Tribunal of Hong Kong concerning dealings in the listed securities of
Chevalier (OA) International Limited, p. 24.
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information at the meeting he attended in the afternoon of 24" September
1999 during which or shortly after which he had commenced the
purchase of 6 million Chinney shares and whether or not Rozalia PUTI had

acted with Joseph LAU at any particular time in the purchase of the
Chinney shares.

In regard to such drawing of inferences the Tribunal directed
itself that any inference to be drawn against an implicated party from a
set of facts proven to the Tribunal's satisfaction must be the only
reasonable inference which could be drawn from those established facts.

Considerations of Fact and Law

So far as all questions of law which arose during the course of
the inquiry were concerned the members were directed by and complied
with directions given by the Chairman. Statements within this Report
that the Tribunal took a particular view of the law should be read in that
light.

So far as the Tribunal's findings of facts were concerned, the
Tribunal proceeded on the basis that it should strive to be unanimous in
such findings but that otherwise a finding of fact could be on the basis of
the decision of a majority of the members. As it happens the members
were unanimous in their findings.

All findings of fact were based upon the evidence presented
before the Tribunal. The Tribunal warned itself not to base any part of
its findings on speculation or guesswork.

Further as the two lay members of the Tribunal had
considerable experience in the operation of listed companies and of the
Hong Kong financial markets, they were directed in terms of the

comments of Lord Widgery C.J. in Wetherall - v - Harrison (1976) QB
773:

“it is not improper for a justice who has special knowledge of the
circumstances forming the background to a particular case to
draw on that special knowledge in interpretation of the evidence
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which he has heard. I stress that last sentence, because it would
be quite wrong if the magistrate went on, as it were, to give
evidence to himself in contradiction of that which has been heard
in court.  He is not there to give evidence to himself, still more
is he not there to give evidence to other justices; but that he can
employ his basic knowledge in considering, weighing up and
assessing the evidence given before the court is I think beyond
doubt.”

Accordingly, the lay members were aware that they should not
provide themselves or the Tribunal with “evidence” from their own
knowledge of events, procedures or other matters germane to these
proceedings but were to restrict the use of their professional experience

and knowledge only to assessing the evidence actually presented to the
Tribunal.

The cases of each implicated party considered separately

The Tribunal directed itself that the role of each implicated
party should be considered separately and that a finding of culpability or
an exoneration of one did not necessarily mean that the same finding
would be arrived at in respect of the other. It should be said however for
reasons which are set out in Chapters 6 and 7, that in large part evidence
relating to one implicated person's case was common to that of the other
and so was taken into consideration by us in considering the cases of each
of the implicated parties.

Character

In considering the role of each implicated party the Tribunal
reminded itself that both implicated parties were persons of good
character. That enhanced their credibility as witnesses and rendered
them of a lesser propensity to commit unlawful acts.

Lies

Nevertheless, as will be seen, we concluded that both implicated
parties had told lies in the course of their evidence to the Tribunal, and
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indeed in statements they had made in the course of their interviews by

SFC officers.

We reminded ourselves however of the law as stated in

the Public International Investments Limited Report as follows:-

“To the extent that we may decide that lies have been told to
the SFC or to this Tribunal we are conscious of the fact that
there may be reasons for lies consistent with absence of any
wrongdoing, or of the particular wrongdoing alleged, and that
it is only if we exclude such reasons that lies may support the
allegation of that particular wrongdoing. @We are also
conscious of the fact that although a lie of itself proves
nothing, save that the lie has been told, “lies can in
conjunction with other evidence tend to support an inference
of guilt in the sense that they can confirm or tend to support
other evidence which of itself is indicative of guilt. ... we
have ... borne well in mind the question whether a lie may
have been motivated not by a realization of guilt of insider
dealing, but by a realization of guilt of some other
wrongdoing or by a conclusion or fear (whether justified or
not) that certain conduct would be viewed by others as
improper, or by a feeling that the truth was unlikely to be
believed ... also that before a lie may be used to support a
particular allegation, we have first to be satisfied that the lie
was deliberate, and that it is material to the issue we have to
decide”.

In the present case, though we concluded at the end of the day
that both Joseph LAU and Rozalia PUI had lied to us in their evidence,
we restricted the use of those lies to our assessment of their individual
credibility. We particularly did not apply them to support the evidence
against Joseph LAU. There was no need to, as that evidence was
overwhelming in any event.

So far as Rozalia PUI was concerned her lies, though
instrumental in our rejection of her credibility, could provide no
independent proof of her culpability, and in the absence of any evidence
of her dealing with relevant insider information, could have no
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independent bearing on our findings as to culpability so far as she was
concerned.

The statements and records of interview of the implicated parties and
other witnesses

The previous statements of witnesses and implicated parties
made to SFC investigators in the form of records of interview as well as
their written statements produced to the Tribunal were accepted as
evidence by us in addition to any oral evidence given by the witnesses
and implicated parties.

What weight we attached to the contents of the previous
statement or record of interview varied in the circumstances of the
particular statement. How soon after the event it was made and whether
it was an admission against interest or exculpatory were matters we took
into account. If the information provided was hearsay (whether in
previous statements and recorded interviews or oral evidence) we
accepted it as evidence but were aware of the inherent weaknesses of
evidence of that sort.

In admitting such evidence before us we were doing so in

accordance with the provisions of section 17(a) of the Ordinance which is
as follows:-

“17. Powers of Tribunal

The Tribunal may, for the purpose of an inquiry under this Ordinance —

(a) receive and consider any material whether by way of oral evidence,
written statements, documents or otherwise, notwithstanding that
such material would not be admissible in evidence in civil or
criminal proceedings in a court of law;”

Finally, in dealing with the evidence of the two expert witnesses
Peter RANDALL (TW 14) and Stella FUNG (TW 15) we bore in mind
their expertise but reminded ourselves that, as with any other witness, we
could accept or reject all or part of their evidence. Their evidence was
considered by us in the context of the other evidence in the case.
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THE EVIDENTIAL BACKGROUND AND ISSUES ARISING
BEFORE THE TRIBUNAL

In this Chapter, we do not propose to set out the evidence or
issues before us other than in general terms. More detailed recitations of
the evidence and issues will be given in later chapters of the Report when
we deal with specific matters which became important to our findings.

But for present purposes we think it would be appropriate to
give a brief summary of the evidence relating to the important issues such
as when and how the placement information evolved and the evidence
relating to the issue of the knowledge of the two implicated parties
concerning that information. Their activities in dealing in Chinney
shares at or about the time of their potential exposure to that information
and the issues arising from that will also be summarised.

The Evidential Background
T 1 Chi ] : l Y

The movement in price and turnover of Chinney shares during
the relevant period was common ground. The historical price and
turnover movements of the shares before, during and after the relevant
period are tabulated at Annexure “C”.

For present purposes those movements can be summarised as
follows:-

Following Chinney's announcement of an audited consolidated
net loss of $301 million for the year ending 31* December 1998 on the
31* May 1999 its share price declined over the next three months by
some 27% from $0.102 on 31% May to $0.074 by 31* August 1999.
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Daily turnover which was 9,460,000 on the 31% May varied
considerably over the next few months averaging about 10 million shares,
although it reached a peak of 240,500,000 shares on 21 June 1999. On
other day's trading was as low as 50,000 shares.

By the end of August 1999 when the share price had fallen to

$0.074 the average turnover had dropped to less than a million for that
month.

During the first three weeks of September to 22™ September
interest in Chinney shares revived somewhat and the share price rose to
$0.127. Turnover during September showed considerable and steady
daily increases to reach 72,378,000 on the 22 September. This was
despite the announcement of another loss of $209 million (unaudited) for
the six months ended 30™ June 1999 on the 14® September.

On the 24™ September, the day of the placement negotiations
concerning Mr. POULIOT and Mr. SIEMENS (through his company
Goldstone) receiving a placement of some 200 million Chinney shares,
the shares closed, at the time of their suspension at about 3:33 p.m. that
day, at $0.206 and turnover had reached 198,103,028.

When trading resumed on 30" September 1999, following
Chinney's announcement of the agreed "top-up" placement to Mr.
POULIOT and Goldstone, turnover reached 675,350,013 and the price
closed at $0.425.

During this whole period the Hang Seng Index had not
significantly increased or decreased.

level ol -

Around the 20" September 1999 Chinney's directors had begun
to consider the possibility of a direct placement of about 20% of the
company's issued share capital to various third parties from a related
company Multi-Investment with a proportional new issue to that
company to maintain its shareholding.
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Trading in Chinney shares was suspended at 10:00 a.m. on the
23" September because of that proposed placement. But during that day
the SEHK informed Chinney that it regarded Multi-Investment as a

connected party so that the placement required the approval of
independent shareholders.

The proposed direct placement then did not proceed, and
Chinney made a public announcement prior to trading on the morning of
the 24® September to the effect that the proposed direct placement was

“shelved”. Chinney shares accordingly resumed trading at 10:00 a.m.
that day.

Around noon on the 24" September a meeting occurred
between Mr. Bemnard POULIOT, a director of Distacom the major
(though indirect) shareholder of Mandarin Communications Limited
which traded as “SUNDAY” (TW 8), Kenneth LAM, managing director
of APC Capital (Holdings) and APC Securities (TW 6), and Dr. WONG,
the Chairman of both Chinney Investments, the parent company of
Chinney, and Chinney (TW 1), as to a potential "top-up" placement to Mr.
Bernard POULIOT, and perhaps another, within the broad parameters of
price and volume of the originally proposed direct placement.

Following on from that meeting was another meeting which

commenced after 2:30 p.m. in Chinney's office premises at Hang Seng
Building in Central.

That meeting was attended by Kenneth LAM, Herman FUNG
the managing director of Chinney Investments and a director of Multi-
Investment (TW 2), Stephen YU, a director of Chinney (TW 3) and for at
least a part of the time Joseph LAU. Neither Mr. POULIOT or Mr.
SIEMENS attended but were represented by Mr. LAM.

During that meeting negotiations proceeded to a stage that it
was thought advisable to suspend trading in Chinney shares.
Negotiations had approached a final agreement which involved Mr.
POULIOT and Mr. SIEMENS (through his company Goldstone) taking a
significant placement of Chinney shares. That agreement was conveyed
to Eva CHEUNG (TW 5) an officer within the Listing Division of the
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SEHK who had been in contact with either Peter LUK, the company
secretary of Chinney (TW 7) or Stephen YU concerning surges in the
price of Chinney shares during that afternoon, and trading in Chinney
shares was again suspended at 3:33 p.m.

The implicated narties’ share deali

All that evidence fell to be considered by us in conjunction
with the share dealings of Joseph LAU and Rozalia PUI during the 22™

and 24" September (there being no trading in Chinney shares on
23" September).

Joseph LAU in the afternoon of 22" September and the
morning of 24" September had purchased 2,950,000 Chinney shares.

Eric TANG (TW 11) a broker at Tai Fook Securities had, on the
orders of Joseph LAU from noon to 2:48 p.m. on 24™ September then
sold the whole of that considerable number of Chinney shares then held
by Joseph LAU, and in the afternoon of the same day, less than half an
hour later, on Joseph LAU's instructions from 3:17 p.m. had commenced
to purchase an even greater number of Chinney shares (6 million) on
Joseph LAU's account. The relevant trading history of Joseph LAU's
account with Tai Fook Securities is at Annexure “F” to this Report.

Also during that day, on the morning of the 24™ September,
Eric TANG had, on Rozalia PUI's instructions, purchased 750,000
Chinney shares on her account at Tai Fook Securities. The trading
history of Rozalia PUI's account is at Annexure “G” to this Report.

The Fundamental Issues

nd 1% K 9

The first issue was, so far as both Joseph LAU and Rozalia
PUT's dealings in Chinney shares are concerned from 22™ September
1999 through to 2:48 p.m. on 24" September (the 23™ September being a
suspension from trading), whether those dealings were conducted on the
basis of knowledge of the circumstances surrounding the proposed and
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then “shelved” direct placement of 22™ and 23™ September, and whether
if so that knowledge consisted of relevant information in the terms of
section 8 of the Ordinance.

It should be remembered that details of that proposal were
published, together with the news of its being “shelved”, early on the
morning of the 24" September. Accordingly the only trading with
possible relevant information in mind concerning that placement must

have occurred only on the 22™ September, the shares being suspended
from trading on the 23™ September.

For present purposes we should say that, as will be seen from
what follows in this Report, we concluded that Joseph LAU (and Rozalia
PUI) were not insider dealing on the basis of information concerning the
direct placement proposal of 22™ September 1999.

Firstly, in that regard as is set out in Chapter 6 there was simply
insufficient evidence before us as to what Joseph LAU (and therefore
Rozalia PUI) knew of that placement at the time he was trading in
Chinney shares in the afternoon of the 22™ September. Secondly, as will
be seen in Chapter 5 we were not satisfied that information concerning
the direct placement was price sensitive within the terms of section 8 of
the Ordinance.

Accordingly, the question of whether insider dealing arose from
Joseph LAU's exposure to information of the direct placement proposal
of 22" September 1999 became an issue which was able to be dealt with
by us quite briefly.

th 13 2

We then went on and considered whether the new information
of Mr. POULIOT's and Mr. SIEMENS' involvement in the "top-up"
placement which replaced the earlier proposed direct placement was
relevant information, including being price sensitive, for the purposes of
section 8 of the Ordinance and, if so, at what time during the afternoon of
24™ September when negotiations took place concerning that "top-up"
placement and the involvement of Messrs. POULIOT and SIEMENS did
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that information become relevant, and at what time may Joseph LAU,
who was present during at least part of those negotiations have become
aware of that relevant information. As will be seen, for the reasons set
out in Chapter 5, we concluded that the information which came into
existence during the meeting in the afternoon of 24% September was
relevant information for the purposes of section 8 of the Ordinance. It
was at that time, and for the first time, that we could be satisfied on the
evidence that relevant information for the purposes of that section (and

therefore for the purposes of section 9 of the Ordinance) came into
existence.

' i ine Joseoh LAU

As we have said the possibility of Joseph LAU's purchases of
Chinney shares in the afternoon of the 22™ September 1999 was quite
quickly resolved by us. 'We were not presented with sufficient evidence
of his knowledge of that placement or of its price sensitivity so as to
warrant any finding of insider dealing. His purchases of Chinney shares
on the morning of 24" September were made after the information
concerning the direct placement had been made public. Little time was
taken up before or by the Tribunal in regard to any possible insider
dealing arising out of the 22" September direct placement information.

The real issues concerning Joseph LAU's potential insider
dealing arose out of his attendance at the meeting held to discuss the
“top-up” placement in Chinney's offices in the afternoon of the
24™ September.

It should be borne in mind that Joseph LAU's evidence was to
the effect that though he was present at those afternoon negotiations he
was never aware that it was proposed Messrs. POULIOT and SIEMENS
were to be the placees, and that in any event the 6 million Chinney shares
he purchased through Eric TANG at Tai Fook either during or
immediately after the meeting that afternoon were in fact purchased on
behalf of Rozalia PUI and not for himself.

Rozalia PUI in her evidence supported Joseph LAU in regard to
the purchase of the 6 million Chinney shares being for her.
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So, in short, if Joseph LAU did come into possession of
relevant information during his attendance at the “top-up” placement
negotiations on the afternoon of the 24% September, the important issue
which then arose was whether he purchased those 6 million Chinney
shares on his own behalf or wholly or partly on behalf of Rozalia PUI.

S i ine Rozalia PUL

The evidence concerning Rozalia PUI was much less direct
than that concerning Joseph LAU. Her trading in Chinney shares was
limited. She traded only once during the relevant period as can be seen
from her account history at Annexure “G”. That transaction was the
purchase of 750,000 Chinney shares shortly after the commencement of
trading on the morning of 24" September.

She could never have traded with information conceming the
22" September direct placement as relevant information as that
information was in the public domain before she traded on the
24™ September.

So far as Rozalia PUI was concerned she purchased no Chinney
shares on her account in the afternoon of 24™ September. Her purchases
were restricted to the morning of that day when the only information in
existence which she may realistically have had access to concerned the
“shelved” direct placement. As we have said that information was in the
public domain on the morning of 24" September when those purchases
were made and accordingly we concluded that the information
concerning the direct placement even if it had ever been capable of being
relevant information for the purposes of section 8 of the Ordinance at
some earlier time, was no longer so. Further, there was no sufficient
evidence before us capable of establishing Rozalia PUI had ever been a
party to any such information. Rozalia PUI's role therefore came to be
examined primarily by us as to her connection, if any, with Joseph LAU's
purchases of 6 million Chinney shares in the afternoon of 24™ September
1999. The issues were whether she had possession of information
concerning the “top-up” placement and whether, if so, she had any
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financial interest in those 6 million Chinney shares, i.e. whether Joseph
LAU had bought those shares wholly or partly for her.

We now mention some particular areas of evidence which had a
bearing on the issues we have just set out.

The evid FEric TANG

Regarding the dealings with which we were concerned the
orders to purchase the shares were placed by Joseph LAU with Eric
TANG of Tai Fook. Many of the telephone calls between Joseph LAU
and Eric TANG were recorded. They, so far as they became relevant to
the issues we considered, are set out in transcript form at Annexure “H”
to this Report.

There were few telephone calls between Eric TANG and
Rozalia PUL. So far as the one recorded on the morning of 24%
September is concerned it is set out in transcript form at Annexure “I” to
this Report.

The contents of those phone calls, and particularly those
between Joseph LAU and Eric TANG, were particularly relevant to our
determination as to what Joseph LAU was aware of at the time of his
trading in the 6 million Chinney shares during the afternoon of 24%®
September 1999 as to the progress in the negotiations concerning the
proposed “top-up” placement to Messrs. POULIOT and SIEMENS.
The contents of those telephone calls were in our view highly probative
as to Joseph LAU's knowledge of relevant information at the time of his
trading in the Chinney shares and were relevant also to the issue as to
whether he had been trading on his own behalf or on behalf of Rozalia
PUI.

The expert evidence

Important to our considerations as to the price sensitivity of the
information concerning the placements generally, and particularly as to
whether the information available to those present at the meeting in the
afternoon of the 24" September, and potentially to Joseph LAU, was
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price sensitive and therefore capable of being relevant information for the

purposes of section 8 of the Ordinance, was the evidence of two expert
witnesses.

The first was Stella FUNG (TW 15) of the SFC's Enforcement
Division. The other was Mr. Peter RANDALL (TW 14) who was for
many years and is still presently involved in various aspects of the
securities industry in Hong Kong.

We will deal with the issues concerning the price sensitivity of
the information which may have become available to the implicated
parties together with other matters relevant as to what if any information
become relevant information in Chapter 5 of this Report, and with the
issues concerning Joseph LAU and Rozalia PUI in Chapters 6 and 7 of
this Report when we come to consider their roles as potential insider
dealers.
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RELEVANT INFORMATION

Insider dealing can only take place on the basis of relevant
information as defined by section 8 of the Ordinance. If the subject

information falls short of being relevant information then there has been
no insider dealing,.

Section 8 of the Ordinance defines “relevant information” as
follows:

“In this Ordinance “relevant information” (BB &) in relation
to a corporation means specific information about that
corporation which is not generally known to those persons who
are accustomed or would be likely to deal in the listed
securities of that corporation but which would if it were

generally known to them be likely materially to affect the price
of those securities.”

It can be seen that there are three elements to the definition of relevant
information. To paraphrase them:

Firstly, the information about the particular corporation must be
specific.

Secondly, the information must not be generally known to that
segment of the market which does or which would likely deal
in Chinney shares; and

Thirdly, the information would, if so known, likely have a
material effect on the price of Chinney shares.

We will in this Chapter deal with each of those matters in turn

and determine whether any relevant information concerning Chinney
came into existence and, if so, when.
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We should add that obviously the information we are concerned
with is that pertaining to Chinney's two proposed placements during the
period between the 22 September to 24® September 1999 inclusive.

Specific inf :

Before we embark on an analysis of the evidence relevant to
the development of the information concerning the proposed Chinney
placements some understanding of the concept of specific information is
required.

There have been many approaches to, and attempts at,
determining what is required of information before it is “specific” for the
purposes of section § of the Ordinance.

For the purposes of this Tribunal we adopt what was said by the

Tribunal in the Firstone International Holdings Limited inguiry.’

There, the Tribunal said at page 58:

“we have ... directed ourselves that information concerning a
company's affairs is sufficiently specific if it carries with it such
particulars as to a transaction, event or matter or proposed
transaction, event or matter so as to allow that transaction, event or
matter to be identified and its nature to be coherently described and
understood”.

That is a test based upon the terms of the Singapore High
Court's judgment in Public Prosecutor — v — GCK Choudrie (1981) 2 Co.
Law 4] which held that information was specific if it possessed
sufficient particularity to be capable of being “identified, defined and
unequivocally expressed”.

? See Report of the Insider Dealing Tribunal of Hong Kong concerning dealings in the listed securities
of Firstone International Holdings Limited.
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That judgment was itself in part based upon a definition offered
in the New South Wales Supreme Court's decision in Rvan — v — Triguboff
(1976) I NSW LR 588 at 596 that “specific information must be capable of

being pointed to and identified and must be capable of being expressed
unequivocally”.

It is not necessary that all particulars or details of the
transaction, event or matter be precisely known. Nor does it necessarily
follow that the information is not specific if the transaction is one which
had not been formally agreed but is still under contemplation or
negotiation. Indeed a transaction which is under contemplation only
may still within its proposed parameters carry with it sufficient
information so as to be specific.' Given our subsequent findings we
might add that in our view, a mere proposal for a “top-up” placement
which was under serious commercial contemplation by the parties, that is
Chinney on the one hand and identified placees on the other, and which
was under immediate negotiation was, without more, specific information
so long as the general parameters of the proposal were known. Where
there has been an agreement in principle to that effect then that is a
further particular rendering the information even more specific (and no
doubt potentially more price sensitive).

The placements

In our view the events from 22" September through to
24™ September 1999 when information concerning the placement
proposals considered by Chinney changed and developed can be divided
into two separate but closely related placement proposals.

The direct placement

The first is the placement contemplated during the period from
22" September 1999 to the point in time on the 23™ September when the

"% See the comments on this point in the Firstone International Holdings Limited Inquiry Report at page
59-60.



placement, which involved Chinney's major shareholder Multi-
Investment, was aborted by the board of Chinney as a result of the SEHK
informing it that independent shareholder approval was required due to
Multi-Investment's connection with Chinney. That proposed direct
placement included a proportionate issue of new shares to
Multi-Investment so as to allow it to maintain its shareholding in
Chinney.

We were satisfied that the information so far as the initially
proposed direct placement of the 22™ September was concerned was
specific. That information differed somewhat from the information
which was to come into being during the course of the meeting on the
24™ September which gave birth to the “top-up” placement but in our
view was specific in its own right.

On that date i.e. the 22™ September the size of the placement
had been determined to within quite close working parameters i.e., it was
to be a quantity of new shares representing 20% of the share capital of
Chinney as stated by the announcement of Chinney dated 23" September
1999 and published the following day, to independent third parties. The
price of the placed shares had also been agreed, at least to within
relatively close working limits. The format of the placement was to be
by way of a direct placement with Multi-Investment being provided with
a proportional issue of the new shares. Accordingly, in regard to that
information we are satisfied that it was specific when it came into being
on the 22™ September, though as we have said we concluded eventually,
for the reasons set out later in this Chapter it was not established to be
price sensitive, and could not therefore have been relevant information.
Further we could not be satisfied that either Joseph LAU (or Rozalia PUI)
possessed that information at any relevant time. The direct placement
information, we were satisfied, was not established to have been used by
them as the basis of any insider dealing.

One thing we wish to emphasise is that in our view although
the proposed direct placement of the 22" September was a separate
identifiable transaction to that which eventually came into being on the
24" September there was a significant informational continuity between
the two proposed placements in terms of size and even share price.
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They differed in method (one being a direct placement and the other a
“top-up” placement) and more importantly in the identity of the placees,
and they were separate proposals because of the earlier direct placement
being “shelved” or aborted, but in our view the proposed placement put
forward on the 24" September was not a wholly new proposal. The
terms as to general size and price of the 24™ September placement
proposal were inherited from the earlier proposal of 22™ September.
What was new concerning the 24™ September proposal was its structure
(i.e. it was a “top-up” as opposed to a direct placement) and the
involvement of Messrs. POULIOT and SIEMENS as placees. Because
the 24™ September proposal was a fresh proposal, though it contained
elements of the earlier one, we had to consider afresh when information
concerning it became relevant information for the purposes of section 8
of the Ordinance.

113 ) th

The second proposed placement was put forward as a proposal
on the morning of 24" September and was under negotiation through to
the suspension of trading in Chinney shares on that day at 3:33 p.m.

Matters involving the “top-up” placement progressed quite
quickly. There was an initial contact between Mr. POULIOT and
Kenneth LAM on the evening of 23™ September at which Mr. POULIOT
expressed some degree of interest in participating in a placement of
Chinney shares even if the direct placement was aborted. The evidence
of Mr. LAM and Mr. POULIOT agrees as to that.

As a result of that a meeting took place between Mr. POULIOT
and Dr. WONG the Chairman of Chinney at about noon on the following
day 24™ September in the offices of Chinney in the Hang Seng Building
at which Mr. LAM was present. According to Mr. LAM he had spoken
to Mr. SIEMENS either before or after the noon meeting with Dr. WONG
and Mr. POULIOT, but that in any event Mr. SIEMENS' name was
mentioned to Dr. WONG during this meeting. Mr. POULIOT's
evidence was that he had mentioned Mr. SIEMENS' name as a possible
placee to Dr. WONG at that meeting. Dr. WONG's evidence was also
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that Mr. POULIOT had mentioned Mr. SIEMENS' name and also his
connection with “SUNDAY” and “Hutchison Telecom”.

From that evidence we accept that at an early stage, around
noon on 24™ September, what was being put forward was that Mr.
POULIOT and Mr. SIEMENS, two of the primary individuals involved in
Distacom, the controlling parent of “SUNDAY”, a well-known Hong
Kong telecommunications company, were interested in substantially
participating in the placement of up to 20% of Chinney's existing share
capital, though precise details such as the actual level of their
participation and the price of the placed shares were still in issue.

Dr. WONG organised a follow-up meeting commencing after
2:30 p.m. that afternoon to further the proposal.

Mr. POULIOT did not attend the meeting at 2:30 p.m. Nor
did Dr. WONG or Mr. SIEMENS. It was attended by Mr. LAM, who in
his evidence said he had by this time spoken to Mr. SIEMENS who had
told him to “deal through POULIOT”. Others at the meeting were Mr.
FUNG, the managing director of Chinney Investments Limited and Mr.
YU, a director of Chinney. Joseph LAU was also present. According
to Mr. FUNG, Joseph LAU acted as his assistant and they were
responsible for the interests of Multi-Investment in the placement
negotiations. Mr. LUK was the company secretary of Chinney. He
also attended the meeting, but according to his evidence this was only
after the SEHK, through Eva CHEUNG had contacted him about rapid
price rises in Chinney shares that afternoon. He said he only went into
the meeting to deal with the question of the suspension of Chinney's
shares. He did not participate in the meeting proper and did not know of
the details of the placement.

Joseph LAU according to Mr. LAM had come and gone on
occasion during the course of the meeting. According to Joseph LAU
he had been late for the meeting, arriving at 3:00 p.m., and it had
effectively ended shortly after he arrived so that he had returned to his
office by about 3:10 p.m.
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Insofar as the issues of what precisely was discussed and when
it was discussed during the meeting held in the afternoon of
24" September are concerned the primary witnesses, in no particular
order, were Dr. WONG, Kenneth LAM, Herman FUNG, Stephen YU and
Joseph LAU. Messrs. Bernard POULIOT and Rick SIEMENS although

not present may have been informed of the progress of the meeting
indirectly.

We will briefly summarise their evidence so far as it is relevant
as to the development of the placement information during the meeting.

Evid ine f1 :
Mr. LAM

We turn firstly to the evidence of Mr. LAM. That evidence
consisted of his three recorded statements to the SFC dated 18 January
2000, 19" July 2000 and 30* March 2001 as well as his oral evidence
before the Tribunal.

He said he had spoken to Mr. SIEMENS about 2:00 p.m. on the
24™ September just before the meeting was to commence and had done so
to be in a position to have the consents of both Mr. POULIOT and
Mr. SIEMENS for him to negotiate for them. He had been working on
behalf of Mr. POULIOT since he had organized and attended the meeting
with Dr. WONG and Mr. POULIOT earlier that same day.

Mr. LAM, according to his evidence, knew that the identities of
the two proposed placees were Messrs. POULIOT and SIEMENS and
had both their consents to negotiate on their behalf before he went into
the meeting at 2:30 p.m.

He said at that meeting the deal rapidly progressed to an
agreement and that during the meeting he had mentioned Messrs.
POULIOT and SIEMENS' names. He did not remember when he had
mentioned their names, but he wanted to convince Mr. FUNG and Mr.
YU about the benefits of the placement, so he had also mentioned both
Messrs. POULIOT's and SIEMENS' connection with SUNDAY. One of
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his bargaining points was their connection with companies with high-tech
communications expertise and the “flavour” of that in the market at that
time. He said he thought Joseph LAU had left the meeting on about two
occasions. He remembered he had to move aside to let him in and out.
His recollection, unlike the others, was that the 2:30 p.m. meeting took
place in Mr. FUNG's office and not the conference room, though he
thought he may have spoken to Mr. YU about the matter briefly in the
conference room before the 2:30 p.m. meeting so as to explain to him
what had earlier been discussed with Dr. WONG and Mr. POULIOT.
We do not think Mr. LAM's differing recollection as to which room the
meeting took place in adversely affects either his or any other witnesses'
credibility. It is the sort of honest mistake a witness would make in
trying to recollect events of some five years ago. We regarded Mr. LAM
as a generally reliable witness although perhaps, as he was a broker
selling the “top-up” placement “deal”, may have been prone to regard the
deal as being more substantive or complete when others present (and
indeed his clients Messrs. POULIOT and SIEMENS) thought it still
under negotiation.

Mr. FUNG

Mr. FUNG made five recorded statements to the SFC dated 30%
December 1999, 10* January 2000, 30 March 2000, 15® August 2000
and 30™ March 2001. He also gave oral evidence.

Mr. FUNG said in his evidence that placements by Chinney
were always under consideration during September 1999 as Chinney
needed money. By 22" September a direct placement was proposed.
He thought he had heard indirectly that Mr. POULIOT may have been
involved, but in any event he, FUNG, had not had a lot to do with the
proposed direct placement as Multi-Investment's only interest was in
getting a proportion of the new shares issued to maintain its investment in
Chinney. He said the 22™ September direct placement was to be about
20% of the issued capital of Chinney. He thought APC Securities, i.e.
Mr. LAM's company, was to be involved (Mr. LAM had said APC
Securities was on “stand-by” for the direct placement). FUNG and
Joseph LAU, according to Mr. FUNG's statement to the SFC on 15%
August 2000 attended a meeting about the proposed direct placement on
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22" September at 6:00 p.m., and at 7:00 p.m. learned that the SEHK did

not approve of the proposal because Multi-Investment was regarded as a
connected party.

He said on the 24™ September at about 1:00 p.m. Dr. WONG
had told him that the direct placement would now be a “top-up”
placement and there would be a meeting that afternoon with Stephen YU
and Kenneth LAM about that. He, FUNG, was to attend to represent the
interests of Multi-Investment. He then told Joseph LAU to attend so as
to assist him in the meeting. In his statement to the SFC of
30™ December 1999 he had said that when Joseph LAU came into the

meeting the names of Messrs. POULIOT and SIEMENS were mentioned
as the proposed placees.

In his statement to the SFC of 10® January 2000 he said that he
knew in advance of the meeting that Mr. POULIOT and Mr. SIEMENS
would be involved as he had been told this by Mr. LAM. It is true to say
that in the balance of his statements to the SFC he continued to suggest
that during the body of the 2:30 p.m. meeting he knew that Messrs.
POULIOT and SIEMENS were to be the placees but that it was only
toward the end of the meeting that he learnt that Goldstone was to be the
corporate vehicle used by Mr. SIEMENS.

In his oral evidence before the Tribunal however he said his
recollection was that he first learned from Mr. LAM that Mr. SIEMENS
was to be a placee during the meeting of the afternoon of 24" September,
when Mr. LAM said the placees were to be Mr. POULIOT and a
company controlled by Mr. SIEMENS. He said he had been pressing
Mr. LAM to reveal the names of the placees.

When the name of Mr. SIEMENS was mentioned the meeting
was still going on according to his recollection, although it was getting
close to 3:30 p.m. He said he remembered that vividly because when
both the names of Messrs. POULIOT and SIEMENS had been mentioned
by Mr. LAM he, FUNG, had suggested they break for a rest while a
suspension of trading was applied for.
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He said he did not recollect Joseph LAU leaving the meeting at
any time or of making any phone calls while he was in the meeting.

We regarded the evidence of Mr. FUNG as being generally
reliable. ~Although there were some inconsistencies in his evidence,
particularly between his oral evidence and the contents of his statements
to the SFC in our view those inconsistencies were due to the passage of
time since the events we were concerned with.

Mr. YU

Mr. YU made two recorded statements to the SFC on the 17®
January 2000 and 27" July 2000 as well as giving oral evidence.

Mr. YU said in his evidence much the same as Mr. FUNG had
said, though with some differences. He said Chinney at the relevant
time was short of money and was interested in placement proposals. He
was aware of the proposed direct placement of 22™ September but not of
who the proposed placees were. He knew APC was to be involved in
that proposed placement and that it had been eventually aborted.

In his statement of 17" January 2000 to the SFC he said Dr.
WONG had notified him after lunch on 24™ September 1999 to attend a
meeting concerning a proposed placement to Mr. POULIOT. He said he,
Mr. LAM, Mr. FUNG and Joseph LAU attended that meeting to discuss
that proposed placement and that it turned into a “deal” during the course
of the meeting. He said during the meeting Mr. SIEMENS' name was
mentioned and that this was probably before Eva CHEUNG from the
SEHK rang. He said Mr. SIEMENS' background was discussed at the
meeting and subsequently after agreeing price the deal was done. He
then rang Eva CHEUNG back some 15 to 30 minutes after she had last
rung and asked her to suspend trading. The documents took him and Mr.
LUK the company secretary of Chinney another 15 minutes to prepare
and send and then the shares of Chinney were suspended.

He did not remember Joseph LAU making any phone calls
during the meeting. He thought all four of those at the meeting had been

present from the beginning. In cross-examination he agreed that
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Mr. POULIOT's name was mentioned during the meeting before that of
Mr. SIEMENS, but said he thought Mr. SIEMENS' name would have
been mentioned before about 3:00 p.m. and that to his recollection the
identity of the placees had been made known early in the meeting. That
was because in a “top-up” placement it was vital to know the names of
the placees and that Mr. FUNG had been asking who they were.

Mr. YU struck us as a very reliable witness. His recollection
of the course of events was on all fours with the timetable of Eva
CHEUNG's communications with Chinney and the suspension of trading
after the preparation of the notification in that regard to the SFC.

3 ”» . : Y. )}

We are perfectly satisfied that during the course of the
afternoon meeting of the 24™ September an agreement in principle was
reached concerning the size and price of the placement, its nature as a
“top-up” placement and the identity of the two placees, i.e. Messrs.
POULIOT and SIEMENS.

In terms of the “top-up” placement under discussion during the
meeting the identity of the placees, the approximate price range and the
approximate size of the placement were generally understood and agreed
before trading in Chinney's shares was suspended at 3:33 p.m. although
precise details may still have been subject to negotiation. That is
because the size of the placement and the price of the placement were
generally known, and inherited, from the earlier proposal of
22" September. Mr. POULIOT from his evidence, which we accept,
was aware of the general size of the placement and the approximate price
of the placement as well as the approximate share of it he and his likely
partner Mr. SIEMENS would take, before the meeting on 24" September
where Mr. LAM acted as his and SIEMENS representative. Mr. YU
who we regarded as a reliable witness was also able to tell us that
although price was not agreed until about 15 minutes before 3:30 p.m. at
the 24" September meeting, the general details were already known
before that at about 3:00 p.m. Mr. YU had good reason to pay particular
attention to the course of the meeting as he was responsible for the
previous suspension of trading on 23™ September under the “shelved”

44



direct placement and did not want another abortive suspension of trading
of Chinney's shares. He had raised with Eva CHEUNG the SEHK
representative a possible suspension of Chinney shares at 3:00 p.m. and
had been told by her that no suspension of trading should be requested by
Chinney unless the basic terms of the placement were agreed. He was
the only Chinney director present at the meeting (the others being
directors of Chinney Investments, Multi-Investment and APC Securities)
and was understandably concerned that those matters be dealt with
properly. His recollection was that the only matter which remained to
be agreed to that time was the share price.

From the evidence of Mr. FUNG, Mr. LAM and Mr. YU we are
satisfied that it was highly probable that the identity of both Messrs.
POULIOT and SIEMENS as placees or as potential placees was revealed
at an early stage of the meeting. That is because it was in Mr. LAM's
interests to reveal the strength of the deal he was offering. Mr. LAM
was the broker of the deal. He wanted to sell it to Mr. FUNG and Mr.
YU. His best bargaining points in negotiating price were the identities
of the placees (i.e. Messrs. POULIOT and SIEMENS) and their ability to
bring with them their reputations for high-tech communications expertise
and their connections in that regard. He had already revealed their
identities to Dr. WONG earlier that day and there was no reason not to do
so at the afternoon meeting.

On the other side of the table was Mr. FUNG. He wanted to
know the identity of both placees. That was important from the point of
view of Multi-Investment's interests. There was every reason for Mr.
LAM to divulge the identities of the placees to the meeting at an early
stage and every reason for Mr. FUNG to want them revealed.

Given the interests of the parties we think it highly likely that
both Mr. POULIOT's and Mr. SIEMENS' names were mentioned before
3:00 p.m. as Mr. YU recollects. It is difficult to discern any reason why
the identities of the placees would not have been revealed to the meeting
between the commencement of the meeting and 3:00 p.m. when the
SEHK rang to enquire as to price rises in Chinney's shares that afternoon.
We are also satisfied that there would have been more than a mere
momentary mention of their names and that their identities and special
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background would have formed a significant part of the discussion
thenceforth amongst those present at the meeting.

As we say we find considerable support for this conclusion also
in the evidence of Mr. YU and Eva CHEUNG. Ms. CHEUNG gave
evidence of recording various phone contacts she had with the Chinney
management as its share price rose during the afternoon of the
24" September.  One such documented contact was at 3:00 p.m., during
the course of the meeting. We are satisfied from the evidence of Mr. YU
that it was that contact which he refers to when he said that at that time
the only outstanding matter, the other matters being resolved, was the
price and after a further period of time after Ms. CHEUNG rang the price
was agreed and he was able to ring Ms. CHEUNG back and say there
would be a further application to suspend trading made by Chinney. He
said he and Mr. LUK then took a further few minutes to prepare and send
the relevant documents and that about 15 minutes after he rang Eva
CHEUNG back the shares were finally suspended from trading. That
time frame supports Mr. YU in his evidence that by about 3:00 p.m. the
identities of the placees were known. For the Tribunal's purposes we do
not think it relevant that subsequently Mr. SIEMENS was to use his
investment vehicle Goldstone as the nominal placee. He was,
essentially, the second placee.

So, by about that time or shortly thereafter the price and
quantity of shares relating to the placement had been, if not finally agreed,
decided to within workable limits. Accordingly certainly before 3:17
p.m. (when Joseph LAU commenced purchasing Chinney shares) during
the afternoon of 24" September at the meeting held at Chinney's premises
in Hang Seng Building we are satisfied that the general size of the
placement was known, the proportion to be taken up by Messrs.
POULIOT and SIEMENS was generally known, their identities had been
revealed and were known to the meeting, the structure of the proposed
placement was understood and the price of the placement to Messrs.
POULIOT and SIEMENS was known within general working parameters
but still subject to negotiation. We are satisfied by that time the
placement and its terms had been agreed in principle.
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We might add so far as the question of quantity and price is
concerned Mr. POULIOT's evidence was to the effect that at his original
meeting with Dr. WONG on the morning of 24" September it was
understood the placement size was to be up to a maximum of 20% of
Chinney's issued capital (i.e. the same size as the previously proposed
direct placement) although the precise size and price and split between
himself and Mr. SIEMENS was not decided until the weekend.
Nevertheless he had received a phone call from Mr. LAM about 3:00 p.m.
saying that Chinney had agreed to go ahead with the placement, subject
to the final agreement as to price and size, and there would be a discount
to market price. At that time Mr. POULIOT was asking for a price of
10.5 cents a share. He eventually got 11 cents a share. He was guided
by the previously proposed placement's price.

Mr. SIEMENS' evidence in this regard was that he had been
contacted by Mr. POULIOT on the afternoon of 24" September and asked
to make a quick decision as to investing in Chinney to the extent of 90
million shares at 11 cents. Mr. POULIOT was to take up 110 million.
He said this conversation took place before the suspension of Chinney's
shares, though he was not sure at what time it took place. We do not
think Mr. POULIOT's and SIEMENS' evidence in this regard in any way
undermines the specificity of the information which came into being
during the meeting in the afternoon of 24" September.

We are, from all the evidence, satisfied that certainly before
3:17 p.m. when Joseph LAU commenced buying Chinney shares, bearing
in mind that trading in Chinney shares was suspended at 3:33 p.m. and
that it had taken some time to prepare and forward the document required
to effect that suspension, there had been an understanding arrived at as to
the general size and price and structure of the placement although the
precise details were not yet agreed, and that the identities of the placees
were known and had been revealed to those at the meeting.

Accordingly, we are satisfied that before 3:17 p.m. on the
afternoon of 24™ September 1999 during the meeting at which were
present Mr. FUNG, Mr. YU, Mr. LAM and, for at least some period of
time, Joseph LAU the information available to those at the meeting was
specific for the purposes of section 8 of the Ordinance. That

47



information had by then at the latest changed in form from a mere
proposal or discussion of possibilities, as it had perhaps been at the outset
of the meeting, to a serious commercial negotiation resulting in an
agreement in principle requiring only the resolution of a few remaining
details such as the precise price of the shares issued to the placees.

“ 9 : : 9

There is no doubt that the further specific information
concerning the proposed “top-up” placement involving the participation
as placees of Mr. POULIOT and Mr. SIEMENS which came into being at
the meeting held in the afternoon of 24" September 1999 amongst Mr.
FUNG, Mr. LAM, Mr. YU and Joseph LAU was not generally known to
that segment of the market accustomed to or likely to deal in Chinney
shares. That is quite simply because the information in large part came
specifically into existence during the course of that meeting and there was
simply insufficient time before the suspension of trading in Chinney
shares on the afternoon of that same day for the information to have
become generally known. Even taking into account that part of the
information which existed at the time of or came into being at the earlier
noon meeting between Dr. WONG, Mr. POULIOT and Mr. LAM, there
was still insufficient time in the next few hours before the suspension of
trading at 3:33 p.m. for that part of the information to have become
generally known within the terms of section 8 of the Ordinance.

When did the ol o on | . e o

In determining this question we took into account the evidence
of the two witnesses we accepted as being experts in this field.

Firstly, Miss Stella FUNG (TW 15) is presently employed
within the Enforcement Division of the SFC as a Senior Manager.
Before joining the SFC on 17" April 2000 she had been a fund manager
in the Chase Manhattan Bank in Hong Kong for over four years. Prior
to that she had worked as an economic and equity research analyst in
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various other brokerage houses in Hong Kong for five years. Those
firms were all well respected in the securities industry in Hong Kong.

Miss FUNG provided us with her opinion as to whether the
placement information we were concerned with in the course of this
inquiry was price sensitive. She was asked both in her supplementary
witness statement and in her evidence to provide her opinion in this
regard in respect of a number of scenarios.

The questions she addressed were as follows:
Whether the following information was price sensitive:-

“1: information (i) consisting of solely a contemplated direct placement on 22
September 1999 and (ii) consisting of solely a contemplated top-up
placement on 24 September 1999,

2: information (i) consisting of a contemplated direct placement involving
Mr. Bernard Pouliot as placee on 22 September 1999 and (ii) consisting of

a contemplated top-up placement involving the said Pouliot as placee on
24 September 1999; and

3: information (i) consisting of a contemplated direct placement involving
both the said Pouliot as well as Mr. John Richard Siemens as placees on
22 September 1999 and (ii) consisting of a contemplated top-up
placement involving both the said Messrs. Pouliot and Siemens as placees
on 24 September 1999.”

She summarises in her report or statement her conclusions as
follows:

As to Question 1

“In general, if a listed company places new shares to independent investors
at a discount to market price of the shares merely for the purpose of raising
cash (i.e. without disclosing a specific usage of the proceeds and/or any
strategic shareholders), the market reaction to the share placement is likely
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to be negative. ... Therefore, the market reaction to a mere share
placement by Chinney is likely to be negative, irrespective of the form of
the share placement (i.e. direct or top-up).

As to Question 2

The information that Pouliot would be involved in the share placement of
Chinney would likely raise the share price of Chinney significantly when it
was generally known to the investing public. Although Pouliot was not
as well known as Siemens, his background and experience in the high-tech
industry would likely help Chinney to diversify into the fast-growing high-
tech industry. This will greatly enhance Chinney's prospects and its
attractiveness to the investing public. ...

As to Question 3

The information that both Pouliot and Siemens would be involved in the
share placement of Chinney would likely lift Chinney's share price
substantially when the information was released to the market. Siemens
was more famous than Pouliot in the high-tech industry and therefore
share price might be re-rated even higher than in the case when only
Pouliot was involved in the share placement. ...”

The second expert witness we heard from was Mr. Peter
RANDALL (TW 14) who is a member of the Securities Institute of the
United Kingdom and a member of the London Stock Exchange since
1985. He is a member also of the Hong Kong Securities Institute and
worked in Hong Kong for James Capel & Co. and later James Capel (Far
East) Limited. He has provided management and counselling services
with his own company to brokerages and investment banks both in Hong
Kong and elsewhere since 1997.

He was asked the same questions addressed by Miss FUNG.
He responded to those questions both in a written statement provided to
us and by way of his oral evidence.

His conclusions were expressed in his statement, inter alia, as
follows:-
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Asto Question 1

“45. In my opinion, information consisting solely of a contemplated
direct placement of CA (i.e. Chinney) shares on 22™ September 1999 had
it been known to those persons accustomed or likely to deal in the listed

securities of CA, would have been unlikely to ‘materially affect’ the price
of these securities.

46. I consider that the effect on the share price, of issuing more stock
and placing it with new shareholders would be balanced by the increase in
funds available to the company as the result of the new issue. The effects
of such dilution would only be marked if the price of the new stock was at
a substantial discount to the existing share price. I do not consider the
discount of 13.39% to the closing price on 22™ September to be substantial,
bearing in mind that the price of the placing was determined with reference
to an average of the daily closing price over the previous ten days. The
placing price of $0.11 was at a 12.36% premium to this average. The
difference between the discount and the premium of just over 1% is not
significant.

49. In my opinion, information consisting solely of a contemplated
top-up placement of CA shares on 24™ September 1999 had it been known
to those persons accustomed or likely to deal in the listed securities of CA,
would have been likely to ‘materially affect’ the price of these securities.

50. I consider that the effect on the share price, of MIG (Multi-
Investment) placing stock with independent third parties and then
subscribing for new stock parri passu would be material. On 24"
September 1999 CA was trading at $0.206 and a high volume of shares
were exchanged. The top-up placing valued CA stock at $0.11. This
was effectively a 46.6% discount.

51. It is my opinion that this is such a wide discount to the share price
that I believe persons accustomed or likely to deal in the listed securities of
CA would have viewed this in a negative way and the price would have
fallen.
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As to Question 2

52. In my opinion, information consisting of a contemplated direct
placement involving Bernard Pouliot as placee of CA shares on 22™
September 1999 had it been known to those persons accustomed or likely

to deal in the listed securities of CA, would have been likely to 'materially
affect' the price of these securities.

53. I consider the identity of Mr. Pouliot as being significant. As a
previous Managing Director of CA, his decision to participate in the
placing would have improved investor confidence in CA which would
have resulted in the share price improving. It is my opinion that any
negative dilutive effects of the placing would have been more than
compensated for, in investors' minds, by the view that Mr. Pouliot's
connections with the group and his interest in Distacom may improve the
trading position of CA.

54. It is my opinion that was such information known then the share
price would have materially improved.

55. In my opinion, information consisting of a contemplated top-up
placement involving the said Mr. Pouliot as placee of CA shares on 24"
September 1999 had it been known to those persons accustomed or likely
to deal in the listed securities of CA, would have been likely to 'materially
affect' the price of these securities.

56. I consider that the effect on the share price, of MIG placing stock
with independent third parties and then subscribing for new stock parri
passu would be material. On 24™ September 1999, CA was trading at
$0.206 and a high volume of shares were exchanged. The top-up placing
valued CA stock at $0.11. This was effectively a 46.6% discount. In
my opinion, the identity of Mr. Pouliot had it be known to persons
accustomed or likely to deal in the listed securities would have been

insufficient to offer enough support to the share price to stop it from
falling.
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As to Question 3

62. In my opinion, information consisting of a contemplated top-up
placement involving the said Mr. Pouliot as well as John Richard Siemens
as placees of CA shares on 24" September 1999 had it been known to
those persons accustomed or likely to deal in the listed securities of CA,
would have been likely to ‘materially affect’ the price of these securities.

63. Notwithstanding the discount offered on the top up placing, the
identity of Mr. Pouliot and Mr. Siemens as placees would have been given
investors confidence that Chinney was taking steps to get involved in the
dot com boom and that the perceived benefits of this participation were
more than worth the large discount to the current share price that Chinney

was prepared to offer stock at.”

We will briefly return to the proposed direct placement of
22™ September and explain why we do not consider information
concerning it to have been price sensitive, thereby rendering it incapable
of being “relevant information” under the provisions of the Ordinance.

The proposed direct placement of 22™ September and
23" September was purely for the purpose of raising cash for Chinney.
As Dr. WONG and Mr. FUNG said in their evidence, Chinney needed
cash. Chinney had some three months before in its annual report
published in May 1999 revealed an audited net loss of $301 million for
the year ended 31% December 1998. It further announced on 14"
September 1999 an unaudited net loss of $209 million for the six months
ending June 1999.

Any placement purely for the purpose of reducing debt, without
any strategic interest being involved, would not in our view raise
expectations of a rise in the price of Chinney shares. We accept Mr.
RANDALL's and particularly Miss FUNG's opinions in this regard.

Even if information of the direct placement, if known, would
have caused Chinney's price to fall as Miss FUNG said and thereby
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render it price sensitive we do not think realistically that is relevant to our
inquiry into either Joseph LAU's (or Rozalia PUI's) roles. Whilst it may
be an interesting academic point, Joseph LAU did not trade to make a
loss on the 22™ September, and if he mistook the nature of the relevant
information or any part of it, then he in our view did not “know” the
information was relevant as required by section 9 of the Ordinance. The

same applies to Rozalia PUI's Chinney share purchases on the morning of
the 24™ September.

In any event, as we have said, Mr. RANDALL's view was that
if known the direct placement information would not have had a material
effect on the price of Chinney shares. On the basis of that difference
between our expert witnesses we could not be sure at the end of the day
as to whether the information of that proposed 22™ September placement
was price sensitive whether positively or negatively or at all.

There was no convincing evidence before us that any strategic
investor was involved in the proposed 22™ September direct placement.
Mr. FUNG had heard “indirectly” (in his words) that Mr. POULIOT may
have been involved, and Mr. LAM said he thought Mr. POULIOT had
“lukewarm” interest in that placement. Mr. POULIOT said he had not
expressed any interest and had been told about it by Mr. LAM only after
Chinney's shares were suspended on 23™ September.

We had no basis to find that Mr. POULIOT or any other
strategic investor were specifically involved in that proposed placement.
At most it was a vague possibility. Any such view formed by an
investor would have been no more than speculation or a view based on
mere rumour. It cannot have been based on real information to that
effect.

Any of Joseph LAU's share purchases on the 22™ September
must therefore at most, have been made simply with some information
concerning merely a proposed direct placement in mind. We are of the
view as we have said from the evidence of both Stella FUNG and Mr.
RANDALL that such purchases could not have been established to have
been made on the basis of information (as opposed to rumour) which was
price sensitive.
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We have now set out our reasons for concluding that the
evidence before us was insufficient to allow us to conclude to a high
degree of probability that information concerning the placement of
22™ September was price sensitive. Further in Chapter 6 we will briefly
set out our reasons why the evidence was insufficient to allow us to

conclude what if anything Joseph LAU, and therefore Rozalia PUI knew
of that placement.

Therefore, we do not in this Report go in detail into the
question of potential insider dealing in respect of the aborted placement
of 22™ September.

13 b

According to both Miss FUNG and Mr. RANDALL,
information that Mr. POULIOT and Mr. SIEMENS were to be significant

placees in the “top-up” placement, negotiated and in large part agreed on
the 24™ September, was price sensitive.

As we have said we are satisfied that prior to 3:17 p.m. at the
latest during the 24™ September meeting, Mr. LAM had revealed the
names of both placees, i.e. Mr. POULIOT and Mr. SIEMENS (though it
may be the name of the company which was to be used as Mr. SIEMENS'
investment vehicle was not revealed until later).

We accept from Miss FUNG's and Mr. RANDALL's evidence
that in the third quarter of 1999 the Hong Kong market was prone to
place a premium on the shares of companies which became, or were
thought to be becoming, involved in the high-tech communications
industry.

In her witness statement of 2" April 2001 Miss FUNG says:

*“...I would like to comment on an interesting phenomenon in the local
stock market in the third quarter of 1999. 1 observed that shares of
second/third liners which diversified (or proposed to diversify) into the
technology, telecommunication or internet businesses (i.e. the so-called
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"high-tech" business) through share placements to high-tech related
companies or by acquiring investment projects involved in the high-tech
business generally out-performed that of the stock market as a whole. To
demonstrate this, I have compiled statistics of the share price performance
of these second/third liners each on the first three trading days following
its announcement. ... The outstanding price performances of these
companies helped to promote a bullish market sentiment surrounding the
involvement of high-tech business by listed companies. It was viewed by
the market at that time that any involvement with high-tech business
would greatly increase the company's attractiveness and hence its rating to
the investing public. The average increase in share price for all the 14

companies was 20%.”

It is interesting to note that one of the market events Miss
FUNG relies upon to support her statements concerning the “euphoria”
surrounding  high  technology  stocks, including  high-tech
telecommunications stocks was a placement involving a company
Goldtron Holdings Limited (“Goldtron”) and a group of placees which
included Mr. SIEMENS. She said:

“The most similar case with that of Chinney was the new share placement
of Goldtron Holdings Limited ("Goldtron")(stock code: 0524) to 8 placees
led by Siemens, which took place just about a week earlier than that of
Chinney.  Goldtron's share price was re-rated up 42.8% after the
announcement, and set a good example for the successor that involved in

the similar exercise.”

We regard this as a pertinent observation by Miss FUNG
bearing in mind Mr. SIEMENS' presentation before us as a witness who
did not particularly care about his involvement in the Chinney “top-up”
placement and only did so as a favour to Mr. POULIOT. In our view Mr.
SIEMENS may well have been more interested and involved in the
Chinney placement than his evidence suggested, considering his recent
track record of success in a similar placement.

After dealing with the history of placements involving strategic
high-tech investors Miss FUNG concludes:
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“It can be seen that during the relevant period in question, the investing
public's euphoria towards the high-tech industry was so overwhelming that
if there was a whiff of information that a listed entity was about to be
involved in the high-tech business, the investing public would chase the
stock in a frenzy, resulting in sharp jumps in the stocks' prices. Thus,
anyone in possession of information that a listed entity was about to be
connected with the high-tech industry ahead of the public announcement
would most likely be assured of huge profits by buying into that stock.”

Mr. RANDALL's views as to the sensitivity of the market
during this period are similar. He says in his report provided to us on
18® August 2004 that:

“In my opinion, it is important to note that the period 1998 to 2000 was a
time of rapid technological progress. This was matched in global stock-
markets by a heightened investor appetite for market situations that
involved technology, media or telecommunications. Indeed many leading
investment banks established TMT groups to facilitate investors demand.
This period was referred to colloquially as the 'dot com boom'.

The effects of this market sentiment was to afford significant premia to
those groups or companies that had or could be said to have a chance of
participating in activities that involved technology, media or

telecommunications.”

So far as the 24" September “top-up” placement was concerned,
Mr. RANDALL was of the view that information concerning such a
placement would have done, and did when released on the market,
materially affect the share price.

In his view there was a negative aspect to the information
concerning that placement, namely the 46.6% discount represented by the
placement value of $0.11 per share. That was such a large discount to
the closing share price on 24" September of $0.20 that in Mr.
RANDALL's view investors in the category of those accustomed or likely
to deal in Chinney's shares would have regarded the placement
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information simpliciter in a negative light and the price would have
fallen.

However the added factor of both Mr. POULIOT and Mr.
SIEMENS being placees in Mr. RANDALL's view would have overcome
the negative effect of the large discount offered to the placees and
resulted in a material improvement to the share price.

We accept also the observations of Miss FUNG as to the actual
effect the information contained in the eventual 29" September 1999
announcement of the placement had on the market.

In her view the information contained in that announcement had
entirely accounted for the 106% jump in Chinney's share price on that
day in comparison to its closing price on 24™ September 1999.

In our view the information contained in that announcement,
namely the size and price of the placement to Messrs. POULIOT and
SIEMENS, their resulting shareholding in the enlarged share capital of
Chinney and their connection with the technology and communications
industry, was effectively the same information which came into existence
before 3:17 p.m. at the latest during the 24" September meeting.

We are satisfied that information that Messrs. POULIOT and
SIEMENS were to be placees of slightly over 10% of the enlarged capital
of Chinney, given their connections to the high-tech telecommunications
industry in Hong Kong, together with the euphoria associated with stocks
of companies perceived as possibly moving into that field in a meaningful
way in the middle of 1999 was likely to have, once released, a materially
positive effect on the Chinney share price.

Conclusion

As we have stated in our findings set out.in this Chapter, we are
satisfied that both Mr. POULIOT's name and that of Mr. SIEMENS had
been provided to the meeting involving Herman FUNG, Stephen YU,
Kenneth LAM and Joseph LAU before 3:17 p.m. on the afternoon of 24"
September and that by that time at the latest the information concerning
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the proposed placement as it existed in that meeting was specific

information and price sensitive. This information was unknown to the
market at that time.

Therefore, by 3:17 p.m. on the 24™ September 1999 for the
reasons we have stated the information concerning the placement was
specific, unknown to the market and price sensitive in the terms of
section 8 of the Ordinance and that accordingly the placement
information as it existed at that time in the meeting was relevant
information for the purposes of that section.
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THE ROLE OF JOSEPH LAU

To put what follows into perspective the following is a schedule
of Joseph LAU's Chinney share purchases and sales on the 227 and 24t
September 1999 (the trading of Chinney shares being suspended on the

23" September):

Date No. of Shares Purchase Price  No. of Shares Sale Price

Bought (HKS) Sold (before charges)
(HKS)

22.9.99 300,000 37,800.00
440,000 57,200.00
1,000,000 131,000.00
Total: 1,740,000 $226,000.00
24.9.99 200,000 24,600.00
(up to 2:48 p.m.) 50,000 6,250.00
560,000 73,360.00
400,000 52,800.00
Total: 1,210,000 $157,010.00

550,000 83,600.00

700,000 107,100.00

600,000 92,400.00

300,000 46,500.00

300,000 46,800.00

300,000 47,100.00

200,000 31,600.00

Total purchase: $383,010.00 Total sales: $455,100.00

Profit: $72,090.00

(less charges and fees)
24.9.99 150,000 28,350.00
(after 3:17 p.m.) 650,000 123,500.00
200,000 38,000.00
400,000 77,200.00
400,000 77,600.00
200,000 39,000.00
180,000 35,460.00
200,000 39,600.00
10,000 1,990.00
3,000,000 600,000.00
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Date No. of Shares Purchase Price  No. of Shares Sale Price

Bought (HKS) Sold (before charges)
(HKS)
60,000 12,240.00
550,000 112,750.00

€.000,000  1.185.690.00

Before embarking upon a factual determination of Joseph
LAU's role in these dealings and state of knowledge of the relevant
information we will summarise the evidence he gave before the Tribunal.
The following summary is broad and is intended to provide only
sufficient detail to place the particular issues, when we deal with them
and the evidence relating to them, in a more understandable perspective.

Joseph LAU's evidence

We will briefly summarise Joseph LAU's evidence. We will
later deal with particular aspects of it in greater detail when we come to
consider particular issues concerning his role in these matters.

His evidence was before us in two forms, by way of statements
made by him and by way of his oral evidence. Firstly Joseph LAU was
interviewed by the SFC on 4 occasions. Those interviews were recorded.
They took place on the following dates:-

(1) 13® January 2000
2) 26" May 2000

(3) 3% July 2000

(4) 4™ September 2000.

He also provided a written statement to the Tribunal dated 31% August
2004.

His oral evidence which adopted the contents of his Tribunal
statement as his evidence in chief was to the effect that at around
lunchtime on the 24™ September he had received a telephone call from
Rozalia PUI, who was an old friend and ex-colleague he had known since
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they were both students in the United States nearly 10 years earlier. She
had asked him to purchase about $1 million worth of Chinney shares for
her because she was going to be busy in the afternoon and would be
unable to do so herself. He agreed to do so, partly because he owed her
$280,000 which he had borrowed so as to join the American Club.
Subsequently after he returned to his office at some time after 2:30 p.m.
he was told by his secretary Ms. Noel NG that he was supposed to be at a
meeting with Mr. FUNG. The meeting was in the conference room.
He joined it shortly after 3:00 p.m. Mr. FUNG, Mr. LAM and Mr. YU
were present. When he went in and joined the meeting he heard only
that there was a possible placement being discussed before Mr. YU and
Mr. LAM left to deal with phone calls and other matters. So nothing
further was said. About 10 minutes after joining the meeting (i.e. about
3:15p.m.) he returned to his own office. Effectively the only
information he had leamnt in the brief time anything was said in the
meeting was that another placement was being proposed. He did not
learn who the placees were nor did he learn that trading in Chinney shares
would be suspended.

He said although the meeting was adjourned to 4:30 p.m. it did
not resume that day and he only became involved again in the placement
discussions and organisation of the placement the following week.

He said while he was in the meeting he did not take the
discussion about the proposed placement very seriously.

After he returned from the meeting he recollected that he had
promised Rozalia PUI to purchase $1 million worth of Chinney shares for
her and contacted Mr. TANG of Tai Fook to do so. Between 3:17 p-m.
and 3:30 p.m. he gave instructions to Mr. TANG to purchase 6,000,000
Chinney shares. Those purchases cost about $1,190,290. They were
purchased on his account.

He said he did not discuss with Rozalia PUI her repayment of
the cost of those shares because she had told him she intended to hold
them only for a short while and so he thought it a waste of time for her to
transfer funds to his account. Instead he used the sum of $1 million
recently borrowed by his present wife from her company Comway
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Contracting (Hong Kong) Ltd. (“Comway Contracting”) (of which she
was a shareholder and director) for the purposes of purchasing a flat.
That cheque had been deposited into his bank account and so he drew

against that cheque to pay Tai Fook for the purchase of the Chinney
shares.

Eventually on their resumption of trading on the 30" September
the price of Chinney shares had risen to a level so as to allow him, with
Rozalia PUI's permission, to sell half of those purchased (i.e. 3 million) to
generate funds to reimburse him for their purchase price.

Over the 13™ and 19" October the balance of the shares were
sold and those funds, together with the amount of the earlier debt of
$280,000 he owed Rozalia PUI were repaid to her. He said that in
making repayment he had overpaid Rozalia PUI some $263,853 as he had
mistakenly included in the amount paid to Rozalia PUI the profits he had
made in dealing in Hon Kwok Land shares on the 23" September.

He said he had asked Mr. TANG whether Tai Fook could book
the 6,000,000 Chinney shares transactions to Rozalia PUI's account rather
than his own, but TANG had told him that could not be done. He said
he had made this request of Mr. TANG around the 13" October 1999,
after he had disposed of some of the purchased Chinney shares.

Yosenh LAU ial insider deal

We considered Joseph LAU as a person potentially in breach of
the provisions of section 9(1)(a) of the Ordinance.

That subsection is as follows:-

“9. When insider dealing takes place
(1) Insider dealing in relation to a listed corporation takes place —

(a) when a person connected with that corporation who is in
possession of information which he knows is relevant
information in relation to that corporation deals in any listed
securities of that corporation or their derivatives (or in the
listed securities of a related corporation or their derivatives)
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or counsels or procures another person to deal in such listed
securities knowing or having reasonable cause to believe that
such person would deal in them;”

As will be seen there was no sufficient suggestion in the evidence before
us that Joseph LAU may have counselled or procured another person to
deal in Chinney's shares or that he disclosed relevant information to any
other person and we became primarily concerned therefore with Joseph
LAU's own dealings pursuant to the provisions of section 9(1)(a) only.

“Dealing in securities” is defined in the Ordinance by the terms
of section 6 as follows:

“6. '"Dealing in securities or their derivatives"

For the purposes of this Ordinance, a person deals in securities or
their derivatives if (whether as principal or agent) he buys, sells,
exchanges or subscribes for, or agrees to buy, sell, exchange or subscribe
for, any securities or their derivatives or acquires or disposes of, or agrees
to acquire or dispose of, the right to buy, sell, exchange or subscribe for,
any securities or their derivatives. (Amended 29 of 1994 5. 5)”

Obviously Joseph LAU's sales and purchases of Chinney shares
during the course of the operation of his trading account at Tai Fook
Securities through Eric TANG his account executive were “dealings” for
the purposes of section 6.

loseph LAU Al line with informat o the di
placement proposal of 22™ September

We did not find Joseph LAU's purchases of Chinney shares on
the 22™ September, nor his purchases and sales on the morning and
afternoon (up to 2:48 p.m.) of 24™ September, to have been established as
being a breach of the provisions of section 9(1)(a) of the Ordinance.

As we have said we did not find that information concerning
the direct placement as proposed on the 22™ September could be
established to have been the subject of insider dealing by Joseph LAU (or
therefore Rozalia PUI) as we were not satisfied that information qualified
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as relevant information pursuant to section 8 of the Ordinance at the time
Joseph LAU traded in Chinney shares on the 22™ September.

We will briefly give reasons here for our further conclusion that
Joseph LAU had not in any event been proven to have had possession of
the information concerning the direct placement.

According to Mr. FUNG's statements of 10* January 2000 and
15" August 2000, whilst Joseph LAU had become involved in the direct
placement before 6:00 p.m. on the 22™ September 1999, precisely when
he had become involved was not clear. More importantly, what he knew
of that placement proposal before the close of trading on that day was
never the subject of any substantial evidence before us. We have
considerable doubt as to the state of information concerning the direct
placement as of the close of trading on the 22™ September by which time
Joseph LAU had purchased 1,740,000 Chinney shares. That is because
Mr. FUNG said in his oral evidence that he had been told by Dr. WONG
about the direct placement only in the afternoon of 22™ September when
Joseph LAU was not present and that people did not start to put together
the direct placement until after 6:00 p.m. on that day.

That is as far as the reliable evidence goes as to Joseph LAU's
state of knowledge on the 22" September of the direct placement.

Accordingly there is considerable uncertainty in the evidence as
to when Joseph LAU found out about the direct placement proposal and
what he knew of it during his trading on the 22™ September 1999.

Obviously as details of the direct placement proposal were
released to the public (together with the fact that it had been shelved)
before the resumption of trading in Chinney shares on the 24" September
1999 Joseph LAU's purchases on the morning of that day cannot have
been with any insider information of that, now aborted, proposal.

Of course those purchases and sales of Chinney shares by
Joseph LAU on the 22™ and 24™ September which occurred before 2:48
p-m. of that day were relevant to our considerations of Joseph LAU's
credibility as a witness and to our considerations concerning his state of
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knowledge at the time he made his purchases of Chinney shares from
3:17 p.m. onwards in the afternoon of 24% September.

placement proposal of 24" September

Joseph LAU's role in this regard was to form the central focus
of the Tribunal's inquiry.

As we have said we are satisfied that the information
concerning the “top-up” placement proposal of the 24%® September 1999
became relevant information for the purposes of section 8 of the
Ordinance prior to 3:17 p.m. on the 24" September during the course of
the meeting attended by Mr. FUNG, Mr. LAM, Mr. YU and J oseph LAU.
Accordingly we examined the role of Joseph LAU in large part so far as

his dealings in Chinney shares after that point in time may have amounted
to insider dealing.

Issues

There are a number of issues which arise in considering the
potential culpability of Joseph LAU pursuant to the provisions of section
9(1)(a) of the Ordinance. We will deal with them in order.

(l) Was IQSEph LAUa person "CQHDECIEd" with Chiﬂﬂﬂjf‘)

Section 9(1)(a) of the Ordinance requires that a person, before
he can be considered an insider dealer, be a person “connected” with the
listed corporation.

There is no doubt that Chinney was a listed corporation and its
shares were those we are concerned with. Joseph LAU was neither a
director or employee of Chinney at any material time. He was a director
of Chinney Investments which held 100% of the shares of
Multi-Investment which in turn held a substantial part of Chinney's shares,
about 15% on 22" September 1999. He was also a director of
Multi-Investment.
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Section 4 of the Ordinance defines when a person is connected
with a corporation for the purposes of section 9.

Section 4, inter alia, is in these terms:

“4.  “Connected with a corporation”
(1) A person is connected with a corporation for the purposes of
section 9 if, being an individual —

(@ he is a director or employee of that corporation or a
related corporation; or

(b)

(c) he occupies a position which may reasonably be
expected to give him access to relevant information
concerning the corporation by virtue of —

(i) any professional or business relationship existing
between himself (or his employer or a corporation
of which he is a director or a firm of which he is a
partner) and that corporation, a related corporation
or an officer or substantial shareholder in either of
such corporations; or

(i) his being a director, employee or partner of a
substantial shareholder in the corporation or a
related corporation; or

(d) he has access to relevant information in relation to the
corporation by virtue of his being connected (within the
meaning of paragraph (a), (b) or (c)) with another
corporation, being information which relates to any
transaction (actual or contemplated) involving both
those corporations or involving one of them and the
listed securities of the other or their derivatives or to the

fact that such transaction is no longer contemplated; or
(Amended 29 of 1994 5. 4)

€ .7
Section 4(1)(a)

Firstly, there is no doubt Joseph LAU was a director of Chinney
Investments and of Multi-Investment at all relevant times. The initial
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question is therefore whether Chinney Investments or Multi-Investment
were corporations “related” to Chinney. That would mean Joseph LAU,
by way of his directorships in Chinney Investments or Multi-Investment,
was a person connected to Chinney, pursuant to section 4(1)(a).

The definition of “related corporation” as contained within
section 2 of the Ordinance is as follows:-

(4

“‘related corporation’ (4 E %2 HE#), in relation to a corporation, means —
(a) any corporation that is that corporation's subsidiary or holding
company or a subsidiary of that corporation's holding company;
(b) any corporation a controller of which is also a controller of that

(emphasis added)

Paragraph (a) of the section 2 definition simply does not apply.
Neither Chinney Investments nor Multi-Investment were subsidiaries of
Chinney. Nor, as neither held more than 50% of Chinney's shares, were

they its holding company. Nor were either a subsidiary of Chinney's
holding company.

But in our view Chinney Investments and Multi-Investment
were corporations related to Chinney pursuant to the provisions of
paragraph (b) of the definition.

Dr. WONG was the controller of Chinney Investments and
Multi-Investment for the simple reason he was the person “in accordance
with whose directions or instructions the directors of the corporations
were accustomed to act” (see definition of “controller” in section 2 of the
Ordinance). From the evidence of Dr. WONG himself, Mr. FUNG, Mr.
LAM and other witnesses it was quite apparent that Dr. WONG was the
person within the Chinney group of companies to whom the other
directors deferred, and that not just in respect of this transaction, but
generally his instructions were complied with throughout the group.

Accordingly Dr. WONG was also the controller of Chinney for

the same reasons. On the evidence before us it was never in issue that
Dr. WONG was in fact the person who, whatever his or anyone else's
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nominal title was, (and he was the Chairman of both Chinney and
Chinney Investments) gave the orders concerning Chinney. He
therefore was the controller of all three companies and, according to
paragraph (b) of the definition of “related corporation” in section 2 of the
Ordinance, Chinney Investments and Multi-Investment were related
companies to Chinney.

For that reason we are satisfied that Chinney and both Chinney
Investments and Multi-Investment were related for the purposes of the
Ordinance and that by the operation of section 4(1)(a) Joseph LAU was

connected to Chinney by reason of his directorship of two related
companies.

There are other basis upon which Joseph LAU was connected

to Chinney. That is pursuant to sections 4(1)(c)(i) and (ii) and 4(1)(d) of
the Ordinance.

Section 401G

As to the provisions of section 4(1)(c)(i), we have said Joseph
LAU occupied the position of director of corporate finance of Chinney
Investments and was a director of its 100%-owned subsidiary
Multi-Investment. The business relationship between Multi-Investment
and Chinney was close generally. Multi-Investment had common
directors with Chinney (Mr. FUNG and Dr. WONG). Both companies
shared Mr. LUK as company secretary and Multi-Investment was a
substantial shareholder in Chinney. The companies were therefore
structurally closely associated. When the direct placement of 22
September was proposed the directors of Multi-Investment were
consulted. Multi-Investment was the instrument used to allow the direct
placement to change in form to a “top-up” placement.
Multi-Investment's directors worked closely with Chinney to ensure its
shareholding was not diluted. In our view, there was a continuing
business relationship between the two companies during the relevant time.
The same can be said also of the relationship between Chinney
Investments and Chinney at that time.
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There is no doubt that it was because of his position in both
Chinney Investments and Multi-Investment that Joseph LAU was in a
position to access relevant information concerning Chinney on the
afternoon of 24" September during the course of the meeting at Chinney's
offices at the Hang Seng Building. That was because it was due to his
position within each of Chinney Investments and Multi-Investment that
he attended the meeting on the afternoon of 24% September as Mr.
FUNG's assistant to mind the interests of Multi-Investment (and therefore
of Chinney Investments its holding company) in respect of the “top-up”
placement negotiations. His position within Multi-Investment would
reasonably be expected to give him access to the relevant information
concerning Chinney because of the business relationship between
Multi-Investment and Chinney at that time.

Accordingly by virtue of section 4(1)(c)(i) of the Ordinance
Joseph LAU is connected to Chinney.

Section 4(1QGi

Further, Joseph LAU as an executive director of
Multi-Investment at all relevant times, was also connected to Chinney as
a result of Multi-Investment being a substantial shareholder in Chinney
pursuant to section 4(3) of the Ordinance. His position within
Multi-Investment was as a director and assistant to Mr. FUNG. Both he
and Mr. FUNG attended the afternoon meeting of 24% September to
represent Multi-Investment's interests. Joseph LAU was also the
director of corporate finance of Chinney Investments, Multi-Investment's
holding company. In our view his position in both companies led him to
attend that meeting and so have access to the relevant information. He
was therefore also connected to Chinney pursuant to the provisions of
section 4(1)(c)(ii) of the Ordinance.

Section 4(1)(d)
Finally, as will be seen we also find that Joseph LAU had
access to relevant information in relation to Chinney by virtue of his

being connected to both Chinney Investments and Multi-Investment and
because of the same meeting he attended on behalf of Multi-Investment
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and, effectively, its holding company Chinney Investments on the
afternoon of 24" September. He was connected therefore with Chinney
because he had access to the relevant information as a result of his being
connected with Chinney Investments and Multi-Investment and, because
of that connection, having access to the relevant information concerning
the placement proposal of 24% September with which both the latter
corporations were concerned. He was therefore also connected to
Chinney pursuant to the provisions of section 4(1)(d) of the Ordinance.

We accordingly conclude that for the above reasons and on the
above different basis Joseph LAU was connected to Chinney for the
purposes of section 9(1)(a) of the Ordinance.

(i) Was Joseph I.AU in possession of relevant information
ing Chi 0

We have, for the reasons set out in Chapter 5, concluded that
relevant information concerning Chinney certainly came into existence
before 3:17 p.m. on the 24™ September 1999 during the meeting held in
Chinney's offices that afternoon and attended by Mr. LAM, Mr. FUNG,
Mr. YU and Joseph LAU.

The important question was whether Joseph LAU became
aware of that information at that time. The essential price sensitive
information was the revealing of the identities of Messrs. POULIOT and
SIEMENS as the placees. We were particularly concerned therefore
with whether Joseph LAU had heard those individuals' names mentioned
as placees during the course of his attendance at the meeting. He said in
his evidence before us that he did not.

We have however concluded that during the course of the
meeting Joseph LAU did hear the names of the proposed placees, i.e. Mr.
POULIOT and Mr. SIEMENS, and was well aware of their identities
during the meeting and was accordingly in possession of that knowledge
when he set about purchasing 6,000,000 Chinney shares between 3:17
p.m. and 3:30 p.m. either during the meeting or after he had left the
meeting.
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In this regard the evidence of Mr. FUNG, Mr. YU and Mr.
LAM is relevant.

Evidence relating to the divulging of relevant information during the
meeting held in the afternoon of the 24" September

We have earlier referred in Chapter 5 to the evidence of those
present at that meeting but will now summarise it so far as it is relevant to

Joseph LAU's presence in the meeting and what was said while he was
there.

Mr. FUNG's evidence

Mr. FUNG made five recorded statements to the SFC dated
30™ December 1999, 10* January 2000, 30% March 2000, 15" August
2000 and 30" March 2001 as well as giving oral evidence before us.

In his five statements Mr. FUNG's evidence was to the effect
that on 24® September after lunch Dr. WONG had told him that M.
POULIOT would take up the aborted placement with another person and
there would be a meeting with Mr. YU and Mr. LAM that afternoon at
around 2:30 p.m. He then arranged for Joseph LAU to attend and went
to the meeting in the conference room of Chinney. Mr. YU and Mr.
LAM were there and Joseph LAU arrived shortly afterwards. When
Joseph LAU entered the meeting Mr. POULIOT and Mr. SIEMENS'
names were mentioned as placees. Joseph LAU's role was to “attend
and listen”. During the meeting Joseph LAU took notes and discussed
matters with Mr. FUNG. Mr. FUNG wanted to know who the placees
were because he wanted to be sure that Multi-Investment, which he and
Joseph LAU represented, would not be left disadvantaged after selling its
shares to the placees in the “top-up” placement. He told the SFC that
Mr. POULIOT's name was known at an early stage but Goldstone (Mr.
SIEMENS' investment vehicle) was not revealed as the second placee
until later in the meeting. He said that Joseph LAU remained in the
conference room during the course of the meeting.

In his oral evidence before us Mr. FUNG said that SIEMENS'
name had been mentioned by Mr. LAM as the second placee before there
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had been any mention of a trading suspension. At that time J oseph LAU
was present. “Distacom” the company behind SUNDAY of which both
Messrs. POULIOT and SIEMENS were shareholders and directors was
also mentioned. He said he had always known Mr. POULIOT would be
involved in the “top-up” placement and had even indirectly heard Mr.
POULIOT may have been involved in the proposed but aborted
22™ September placement as well.

He agreed that he had not mentioned Messrs. POULIOT and
SIEMENS' names as potential placees before the meeting to Joseph LAU,
but was sure that both those persons' names were mentioned during the
meeting while Ioseph LAU was present. He said both names had been
revealed by the end of the meeting. The meeting to his recollection
ended around 3:30 p.m. He did not recollect Joseph LAU leaving the
meeting at any stage or making any telephone calls during the meeting.

Mr. YU's evidence

Mr. YU made two recorded statements to the SFC on the
17" January 2000 and 27% July 2000.

The evidence of those statements was to the effect that Dr.
WONG had contacted him after lunch on the 24™ September to attend a
meeting that afternoon because Dr. WONG had spoken to Mr. POULIOT
about the placement and Mr. POULIOT was interested. He said that the
meeting took place at 2:30 p.m. and he, Mr. FUNG, Mr. LAM and Joseph
LAU were those present. He said the meeting was broken into two
sessions, firstly from 2:30 to 3:30 p.m. and later from 4:30 to about 5:00

p.m. or 6:00 p.m. He thought they may have discussed Mr. SIEMENS
as the second placee before 3:30 p.m.

In his oral evidence before us he said he, Mr. FUNG, Mr. LAM
and Joseph LAU were in attendance at the early stages of the meeting and
later Mr. LUK, the company secretary attended. Mr. Bradbury (Mr.
LAM's assistant from APC Securities) attended the second stage of the
meeting from 4:30 p.m.
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His recollection was that the meeting knew of SIEMENS'
involvement as a placee before the SEHK rang during the meeting to
enquire why Chinney's price was surging. He remembered that Mr.
LAM had briefed the meeting on Mr. SIEMENS' background and there
had been a discussion about Mr. SIEMENS.

He said about 10 minutes after the SEHK rang they agreed the
final sticking point of the placement which was the price. He said they
had already agreed upon Mr. POULIOT and Mr. SIEMENS as the placees.
He said after the price was agreed he rang the SEHK officer back (i.e.
Eva CHEUNG TW 5) and told her the shares could be suspended as
agreement had been reached as to the placement. He said following that
it took about another 15 minutes or so to prepare the written suspension
request with Mr. LUK and send it to the SEHK effecting the suspension.
Before doing this he had told those at the meeting that he was asking the
SEHK to suspend trading in the company's shares.

His recollection was that the meeting was in the conference
room of Chinney, that all four participants were on time and present from
the beginning of the meeting, nobody arriving late. He could not
remember Joseph LAU making mobile phone calls during the meeting.
He recollected that Mr. POULIOT's name was the first mentioned as a
potential placee but that Mr. SIEMENS' name would have been
mentioned before 3:00 p.m. He said most of the discussion was about
price because the identity of the proposed placees was clear at an early
stage of the meeting. He said it was important in a “top-up” placement
to know the identity of the placees. Mr. FUNG, representing
Multi-Investment had asked who they were.

Mr. LAM's evidence

Mr. LAM made three recorded statements to the SFC on the
18" January 2000, 19 July 2000 and 30® March 2001.

Those statements contained evidence to the effect that he had
first spoken to Mr. POULIOT about the proposed direct Chinney
placement of 23" September on that day shortly before he learned that
that placement was to be aborted. When he rang Mr. POULIOT back to
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tell him that, Mr. POULIOT said he would be interested if there was to be
another placement.

So Mr. LAM arranged a meeting between himself, Mr.
POULIOT and Dr. WONG at noon on the 24% September. After that
meeting Mr. LAM and Dr. WONG had lunch. Dr. WONG organised a

meeting between Mr. LAM, Mr. YU, Mr. FUNG and Joseph LAU for
2:30 p.m. that afternoon.

At the 2:30 p.m. meeting he mentioned both the names of Mr.
POULIOT and Mr. SIEMENS as the proposed placees. He spoke of Mr.
POULIOT's affiliation with Distacom and SUNDAY and said that Mr.
SIEMENS was also interested in the placement. He said during the
meeting he spoke generally about those things with Mr. FUNG. He said
Joseph LAU was present but had walked in and out of the meeting.

At the commencement of the 2:30 p.m. meeting with Mr.
FUNG, Mr. YU and Joseph LAU it was still uncertain whether the deal
would go through. But an agreement was rapidly reached during the
course of the meeting. He said he remembered Joseph LAU came in
and out of the meeting because he had to move to let him in and out. He
did not remember what was discussed while Joseph LAU was absent
from the meeting. He said the identity of the two placees and their high-

tech communications experience was one of his bargaining points during
the course of the meeting,.

Other wi ' evid

Eva CHEUNG was on the 24" September 1999 an officer
within the Listing Division of the SEHK. She made one recorded
statement to the SFC on the 4™ July 2000. In that statement she said she
had contacted Mr. LUK the company secretary of Chinney during the
course of the afternoon of the 24" September as a result of the surge in
Chinney's share price.

The times at which she called Chinney and spoke to Mr. LUK
were 2:25 p.m., 3:00 p.m. and 3:30 p.m. She said at 3:30 p.m. it was

75



confirmed to her the terms of a placement had been agreed and that
trading in Chinney's shares was therefore suspended.

Dr. WONG and Mr. POULIOT confirmed in substance what
Mr. LAM had said concerning the events leading up to the 24™ September
2:30 p.m. meeting. Neither attended that meeting. Dr. WONG in his
single interview with the SFC on 11" April 2000 said that when he met
Mr. POULIOT at noon on the 24" September 1999 with Mr. LAM Mr.
POULIOT had mentioned that Mr. SIEMENS was also interested and in
his oral evidence expanded on that and said Mr. POULIOT had mention
SIEMENS' SUNDAY connection and Hutchison Telecom experience.

Mr. POULIOT in his two statements to the SFC of 28" March
2000 and 23 March 2001 said when he had met with Dr. WONG and Mr.
LAM at noon on the 24™ September he had mentioned SIEMENS' name
to Dr. WONG as a person he would invite to join him as a placee. He
said following that noon meeting he subsequently spoke to Mr.
SIEMENS before 3:00 p.m. and Mr. SIEMENS agreed in principle to join
the “top-up” placement as a placee. He said he then told Mr. LAM. In
his oral evidence he said that at the noon meeting with Dr. WONG and
Mr. LAM he had told Dr. WONG that if he were to come in as a placee
“he would do it with SIEMENS” and he said that when Mr. SIEMENS

agreed in principle to be a placee he was 70% sure the deal would go
ahead.

Curiously, he did not know of the 2:30 p.m. meeting taking
place and thought Mr. LAM was dealing with Dr. WONG at that time.
He said, and emphasised in his evidence, that the deal was not absolutely
certain until the documents were signed and that occurred only early in
the following week. He also emphasised that although Mr. SIEMENS
had agreed in principle to be a placee on Friday the 24™ September, he
and Mr. SIEMENS did not finally agree between themselves the “split”
and size of their respective placements until that weekend.

Mr. SIEMENS in his single statement to the SFC of 23 May

2000 said he was first approached about the placement by Mr. POULIOT
in the afternoon of 24" September. Mr. POULIOT told him of the
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placement and that he, POULIOT, was definitely joining in and asked Mr.
SIEMENS to make a quick decision.

Mr. SIEMENS said he would probably join, but would let him
know later. He thought Mr. POULIOT had assumed he would say “yes”.
Mr. POULIOT mentioned that his, SIEMENS, Distacom connection
would be of advantage to Chinney.

In his oral evidence he could not remember Mr. LAM ringing
him about the placement on the 24" September, but confirmed that Mr.
POULIOT would have assumed after their conversation that if necessary
Mr. SIEMENS would become a placee.

Joseph LAU's evidence

Joseph LAU also gave evidence as to the course of the meeting
in the afternoon of 24" September.

In his oral evidence before us which adopted his Tribunal
witness statement he said that after he returned from lunch on the
24™ September he was in his office when at about 3:00 p.m. his secretary
Ms. Noel NG told him that he had to attend a meeting involving Mr.
FUNG. He knew nothing else about the meeting. He did not regard it
as important and took his time going to the meeting. When he got there
around 3:05 p.m. Mr. FUNG, Mr. YU and Mr. LAM were present. He
did not know what they had been talking about. After he entered the
conference room he was able to detect from the conversation of the other
three that they were talking about a placement. He did not know of any
particular purpose as to why he had been asked to join the meeting. He
was there only a short time. Mr. LAM during that time was busy
answering his mobile phone and would leave the conference room to do
so. Mr. YU also left the room and returned. There was no substantive
discussion and no one mentioned Messrs. POULIOT's or SIEMENS'
names. No one brought him up to date on what had been discussed.
After he had been in the room for only about 10 minutes Mr. YU
adjourned the meeting to 4:30 p.m. and he, Joseph LAU, returned to his
office. As the meeting never resumed at 4:30 p.m. that was the scope of
his exposure to information about the placement. In other words apart
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from learning that the meeting concerned a placement he gained no other
material information from it.

We should commence by saying that we place no weight on
Joseph LAU's evidence. For the reasons we set out immediately
hereunder and in the next section of this Chapter we are satisfied he spent

his few days in the witness box doing little more than lying to the
Tribunal.

Firstly, his evidence as to not having any information in the
course of his presence at the meeting is directly contradicted by what he
told the SFC investigators in his interview of the 13% January 2000.
That was the first occasion he was interviewed by the SFC and less than
four months after the events we are dealing with.

In that interview he said this concerning the afternoon meeting
of the 24" September:-

“151 Interviewer: Well, at what time was the meeting held?

152. Joseph LAU:  After I came back from lunch. It was 2:40, 2:45 p-m.
already.

153. Interviewer: It was held at 2:40, 2:45 p.m. [Joseph LAU: Yes.] So, that is,
the ..

154.  Joseph LAU:  That is, the meeting was already on its way. I was pushed
inside to attend it.

155. Interviewer: It was already on its way and you were pushed inside to
attend it. And the share placement of Chinney Alliance was
being talked about. [Joseph LAU: Right.] So, to whom
were the shares to be placed?

156.  Joseph LAU: I had no idea of that at that time. [Interviewer: Yes.]
Because their documentation, like what I said just now ... I
don't know if you can comprehend ... you might not have
fully understood what I said, that it, because APC was
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157.

158.

159.

160.

161.

162.

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

responsible for the documentation and we were just, er, to
read the documentation from the standpoint of CIL, the
standpoint of Chinney Investment. But the documentation
was yet to be ready, so actually we did not confirm to whom
they would be placed. That is, if you asked me to whom
they would be placed, at that moment I had no idea as to
whom would be confirmed as the placee(s).

Who was “he”?

K nI 1id o 1 .  Yes] But
had 1 king al hat f I . v I
[Interviewer: Right.] we did not take it very seriously when
we were listening [Interviewer: Right.] because without any
frmation. that simol Id not ¢ ted bi

irue,

Pouliot.  [Interviewer: Right.] But as that had been
seriously. Actually without any confirmation from them, we
just did not know to whom they would be placed.
[Interviewer: Right.] So, at that moment, I actually came
out after listening to what he said inside. As his
documentation was not yet ready and would not be duly
prepared until later at 5 or 6 p.m. before they would be taken
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to us, [Interviewer: Right.] so actually, no ... I listened to it
but basically it was meaningless ....”

(emphasis added)

In his later interviews he resciled from this position and said
that the only information he gained from the meeting was that there was
another placement proposed. That was his position also in evidence.
In cross-examination as to why he had seemingly said Messrs.
POULIOT's and SIEMENS' names were mentioned by Mr. LAM during
the course of the afternoon of 24™ September meeting he explained his
answer by saying that at the time of the interview he was aware those
names must have been mentioned then. We reject his explanation in that
regard. The context and content of his lengthy answer at line 162 quite
obviously conveys his intention to tell the interviewer that he heard those
names mentioned during (and before) the course of the meeting. What
he said at line 162 fundamentally contradicts his assertions in his later
interviews and his witness statement and oral evidence that Messrs.
POULIOT's and SIEMENS' names were not mentioned in his presence at
that meeting and that he had no idea on the 24" September that they were
the proposed placees.

Secondly, Joseph LAU's oral evidence (and the evidence of his
Tribunal witness statement and the contents of his SFC interviews of 26%
May 2000, 3" July 2000 and 4% September 2000) to the effect that he did
not learn of the identity of the placees on the 24™ September and did not
know of a deal or agreement being reached during the meeting or that the
suspension of trading in Chinney shares was discussed in the meeting is
contradicted also by the contents of tape-recorded telephone
conversations'' he had with his broker Mr. TANG, the relevant parts
commencing at about 3:24 p.m. on the afternoon of the 24" September
during and after Joseph LAU's purchase of 6,000,000 Chinney shares (the
placing of orders for which commenced at 3:17 p.m. only a few minutes
after he had left the meeting, on Joseph LAU's own evidence).

'' Those tape recordings are not exhaustive of the possible conversations between Mr. TANG and
Joseph LAU.
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At 3:24:11 p.m. the following conversation ensued:-

“24/9/99
% %k %
(Telephone ringing)
979, T (Eric TANG):

980. L (Joseph LAU):

981. T

985. T

986. L

987. T
988. L
989: T
990. L

991. T :
(Telephone hung up)”

15:24:11

(Telephone recording - Paragraph 66) * * *

Hello?
Eric?

Speaking, Joseph. Er - have got them, er, have got you
2 million all together.

Er - OK.

Yes.

..... huh, it seems to have been suspended. Not yet,
OK.

Not yet, not yet.

... (Inaudible) It's going to be suspended now, because
: ] ted .

Yeah, OK.

Let me see, you get me ---- as many as possible now.
Get as many as possible? Get all of them?

Get all of them, get 3 million, yep.

Yeah, OK, OK. Sure, sure, sure. Sure, sure.

(emphasis added)
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“24/9/99

That conversation suggests Joseph LAU well knew that trading
in Chinney shares may well be suspended in the immediate future.

At 3:27:41 p.m. the following conversation ensued:-

15:27:41

* * *  (Telephone recording - Paragraph 68) * * *
(Sounds of dialing)(Telephone ringing)

1007. L (Joseph LAU):
1008. T (Eric TANG):
1009. L

1010. T

1011. L

1012. T

(Telephone hung up)”

Joseph.
Joseph, totally, er, 6.1 million

Good. ..... This one may resume trading and you, you
may then find that you can only trade at $1. (T: Yeah.)
Now, I don't mind getting as many as possible. (T:

Yeah, OK.) It's just entered into an agreement with
Simon Murray (inaudible). (T: OK.) Sunday will
also join as an equity partner. (T: Yeah, OK.) Anyway,
(T: Yes.) you, you give the quotation later if necessary.
OK.

OK, bye.

OK, bye-bye.

(emphasis added)

That conversation is quite probative. Joseph LAU is
obviously suggesting that an agreement has been entered into involving
Mr. Simon Murray (Messrs. POULIOT and SIEMENS' co-director in
Distacom) and involved SUNDAY (in which Distacom has a controlling
interest).
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Whilst Joseph LAU seems to have extrapolated somewhat from
the basic information concerning the involvement of Messrs. POULIOT
and SIEMENS in the Chinney placement and gone on to the next level of
their commercial connections there is no doubt that he was aware of the
fundamental nature of the agreement which had been entered into.

Later at 4:06:21 p.m. (after the suspension of trading in

Chinney shares and the closure of the market) the following conversation
ensued:-

“24/9/99 16:06:21
* * * (Telephone recording - Paragraph 75) * * *
(Ringing tone)

1070. T (Eric TANG): Hello, hello.

1071. L (Joseph LAU): Isit Eric?

1072. T Speaking, Joseph.

1073. L Ai -- ] bought too little in quantity.

1074. T Bought too little in quantity? (Laugh)

1075. L La Sing (foul language), really bought too little in
quantity.

1076. T (Laugh)

1077. L : When you see the announcement tomorrow, vou will
know why, ai --

1078. T (Laugh)

1079. L It's not the case that I don't -- want to earn [money], that

is, don't want, don't want to earn [money], but, ai --

sometimes nothing can be done about it.
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1080:

1081:

1082.

1083.

1084.

1085.

1086.

1087.

1088.

1089.

1090.

1091.

1092.

No, but you, in fact, why did you sell them during the
course?

Well, no, well, I sold them, it made no difference, if I
held them, I sold them ... I can buy them back.

Isee, I see.
That is, in fact, there is no -- how can I put it?

But when you sold them, you sold them -- at a lower
price.

Oh, I see, I see.”

(emphasis added)

It is apparent from that conversation that Joseph LAU was well

aware of the “deal” which was in the making on the 24™ September and
was not sure until sometime in the afternoon of the 24" September that
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the deal would work out. Earlier that day, in the morning and up to 2:48
p-m. (shortly before he attended the meeting) he had sold his holding of
Chinney shares entirely and recommenced purchasing only at 3:17 p.m.
that afternoon. His short history of trading given to Mr. TANG during
this conversation and his reasons for so trading mesh closely with the
actual trading history of his account and point to an actual gain of

information by him during the meeting in the afternoon of the 24%
September.

The content of these conversations strongly suggests that
Joseph LAU was trading in the afternoon of 24" September from 3:17
p.m. onwards with knowledge of Messrs. SIEMENS and POULIOT's
connection with the forthcoming placement. In any event these
conversations completely undermine Joseph LAU's credibility as a
witness. In our judgment he was lying in his evidence before us when
he said he learnt nothing during the course of the meeting on the 24®
September other than that a placement was contemplated. When asked
about these recorded conversations in cross-examination by counsel
assisting the Tribunal, Joseph LAU said that he did not remember what
his “thought process” was during the course of these conversations and
thought that he was simply unintentionally lying to Mr. TANG so as to
impress him.  When asked by the Tribunal why an executive director of
a limited company would unintentionally lie to a stock dealer in that way
about the affairs of a listed company he said he did so because he was
really an architect by training and was unsure of his responsibility as a
director of a company.

In our judgment Joseph LAU was not lying to Mr. TANG.
The chances of Joseph LAU coincidentally concocting a story so as to
impress Mr. TANG concerning an imagined SUNDAY connection with a
Chinney placement which was in fact agreed that same afternoon in a
meeting at which he was at some time present is nonsense. The “story”
is too much on all fours with what actually happened to have been
imaginary.

Other aspects of his evidence were unsatisfactory. He took
every opportunity to answer "I don't remember". Even allowing for the

natural slippage in memory over the five years it took this matter to come
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before the Tribunal Joseph LAU's failure in memory seemed somewhat
excessive to us and unexplained. In our view he avoided difficult
questions with that response. In saying that we gave him credit for
being asked in considerable detail about matters which occurred five
years ago and appreciated that some people have better memories than
others, but came to the view at the end of the day that Joseph LAU found
it more convenient to his case to not remember matters on occasion.

Accordingly we dismiss Joseph LAU as a witness of truth
concerning what he knew of the contents of the meeting of the afternoon
of the 24™ September.

Analysis of evidence

As we have found, for the reasons set out in the previous
Chapter, the information conceming both Messrs. POULIOT and
SIEMENS' participation in the “top-up” placement became known to
those present at that meeting before 3:17 p.m. on the 24" September.

We accept Messrs. FUNG, YU and LAM (the other three
present at that meeting) as witnesses of truth and generally reliable
witnesses. There were some differences between and amongst them as
to how events transpired during the meeting and, indeed, in Mr. LAM's
case even which room within the Chinney offices in the Hang Seng
Building the meeting was held in.

But these differences in their detailed recollections did not
detract from the fundamental common ground of their evidence that
Joseph LAU was present at the meeting, regardless of whether he arrived
at the same time or later than them, and that he was a substantial
participant in the meeting in the sense that he was there to assist Mr.
FUNG regardless of whether he occasionally left the meeting as Mr.
LAM recollected.

From their evidence as to Joseph LAU's presence in the
meeting and what was discussed in the meeting as well as from the
evidence of the tape-recorded conversations between Joseph LAU and Mr.
TANG we are satisfied that Joseph LAU became aware, as the result of
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his presence in the meeting, that Messrs. POULIOT and SIEMENS were

to become placees in the proposed “top-up” placement and that they were
connected to the company SUNDAY.

In that latter regard he told us in his oral evidence that he was
unaware of the identity or background of Mr. SIEMENS. But at line
432 of his 13" January 2000 recorded interview he said the following:-

“432 Interviewer:

433.

434,

435.

436.

437.

438.

439.

445.

Joseph LAU:

Interviewer:;

Joseph LAU:

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

Joseph LAU:

Right. So do you know that earlier on Distacom had been
rumoured that they would buy a shell?

No, you asked me just now what shell Distacom was
rumoured to be buying.

I am sure about this. [Interviewer: That is, which shell?] I
am not sure about this because, er, I believe, er, for something
like this, different persons have different opinion. Okay?
It can be rumoured that a number of companies (was in mind).
It can be rumoured that there were several prospective
companies through which it would like to get a backdoor
listing. But I feel that, er, only the one that materializes
counts. Well, well ... '
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446.

447.

448.

449.

450.

451.

452.

454.

455.

456.

457.

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

Interviewer:

Joseph LAU:

So, when there was the rumour, i.e. that it would buy a shell
to get a backdoor listing, do you, er, do you know whether the
share price of these few, well, so-called target companies
fluctuated due to the rumour?

Sorry, that was not my concern.

Yes.
That was not my concern.

Right. That is, have you noticed ...

Because I was not responsible for speculating on stocks. 1
think you should ask those who speculate on stocks and they
will have a better idea. [Interviewer: Yes.] That is, you'll
have a better idea if you ask APC because they are engaged
in securities.

No, I am not talking about whether you are engaged in
securities or not ...

No, I would not have paid attention to ...

What I mean is whether you have noticed ...

I would not have paid attention to, er, what asset injection
they made, nor would I have paid attention to what company

they had approached as the vehicle because these were not
my concern.

two persons from the newspaper?
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458. Interviewer: What every day?

459. Joseph LAU:  In our company every day there was someone who would cut
out the newspapers.

460. Interviewer: Someone cut out the newspapers every day [Joseph LAU:
Yes.] for your perusal. [Joseph LAU: Yes.] So, that means
hat the. _called I he backdoor listine i
the past would have been read by you. You would have the
chance to read them, right?

461. Joseph LAU:  Yes, every now and then you would come across them.”

(emphasis added)

In our judgment once again when taking into account the
contents of his interview of 13™ January 2000 and also that of his
conversations with Mr. TANG referred to above Joseph LAU was lying to
us when he said he was unaware of the background of Mr. SIEMENS.
We are satisfied he was aware of SIEMENS' connection with SUNDAY.
In cross-examination as to the inconsistency between his evidence before
the Tribunal and the contents of his 13™ January 2000 interview in this
regard he suggested that in his interview his answers reflected his state of
knowledge concerning Mr. SIEMENS' connection with Distacom and
SUNDAY as of the date of the interview. But from the context of the
questions and answers given in that interview we are satisfied that Joseph
LAU was expressing to the interviewer his state of knowledge of Mr.
SIEMENS' background as of the 24™ September 1999.

We accept from the evidence of Mr. FUNG, Mr. YU and Mr.
LAM that not only were the names of Messrs. POULIOT and SIEMENS
mentioned as the proposed placees but their connection to Distacom and
SUNDAY was also discussed at the meeting.

We are satisfied that when Joseph LAU became aware of the

identity of Messrs. POULIOT and SIEMENS as the proposed placees for
the “top-up” placement, he was aware also of their background from what
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was said at the meeting and from his own knowledge of Messrs.
POULIOT and SIEMENS.

We should mention that Noel NG his secretary on 24%
September 1999 gave evidence at the request of Joseph LAU, she not
having been interviewed by the SFC. She said in her evidence, which
incorporated a witness statement made to the Tribunal, that Joseph LAU
had been late back from lunch on the 24" September and had not gone
into the meeting until about 3:00 p.m. She said she estimated he was in
the meeting 10 minutes before he returned to his office. She agreed her
time estimates were estimates only and may have been 5 minutes out.
She thought Mr. FUNG had told her the meeting was to start at 2:00 p.m.,
not 2:30 p.m. So far as her estimates of time are concerned there is

some support for her evidence in the timing of a telephone call between
herself and Eric TANG at 3:01 p.m.

During that telephone call she informed TANG that Joseph
LAU had “just walked out to a meeting” and she would ask Joseph LAU
to call TANG back. What then followed was a further phone call
between TANG and Joseph LAU at 3:03 p.m. to discuss a person “Tina”
who had spoken to TANG about some matter. During that very brief
conversation it is fairly obvious from Joseph LAU's constrained manner
that he may well have been in a meeting or hurrying into one.

In any event we do not think this evidence adds significantly to
the evidence in the case we have dealt with. Whether Joseph LAU was
late for the 2:30 p.m. meeting on the 24™ September or on time, or
whether he was in that meeting for 10 minutes or longer we are satisfied
that he obtained the information concerning the placement being agreed,
the identity of the placees, and the fact that steps were to be taken to
suspend trading in Chinney shares, whilst he was in that meeting. Ms.
NG's evidence does however support the contention that Joseph LAU had
left the meeting by 3:17 p.m. and was then in a position to place the series
of Chinney share purchase orders with Mr. TANG of Tai Fook that he did
and which commenced at that time. We do not think it matters though
whether Joseph LAU telephoned Mr. TANG and placed orders for the
purchase of the Chinney shares by way of leaving the meeting to do so, or
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only after the meeting finished. It is common ground that he did place
those orders with Mr. TANG.

(iii) Did Joseph LAU know the information he possessed was

We are satisfied that Joseph LAU was present in the meeting
held on the afternoon of 24" September 1999 involving Mr. FUNG, Mr.
YU and Mr. LAM at which the identities of Mr. POULIOT and M.
SIEMENS as the proposed placees were revealed. We are satisfied that
Joseph LAU was aware of the impact of the background of Mr.
POULIOT and Mr. SIEMENS and their connection through Distacom
with SUNDAY.

This, as we have said, is apparent from the contents of the tape-
recorded conversations between Joseph LAU and Mr. TANG. It is also
apparent from the contents of Joseph LAU's first recorded interview of
the 13" January 2000 which, given its relatively recent taking after the
events of 24" September 1999, and its admission by J oseph LAU
regarding the mention of Messrs. POULIOT and SIEMENS' names
during the afternoon meeting of 24™ September 1999 and his admission
of knowing Mr. SIEMENS' connection to SUNDAY we regard as the
more reliable of his statements to the SFC, the statements which followed
being in our view mainly exculpatory attempts to distance himself from
the relevant information and his responsibility for the Chinney trading on
his account which took place on the afternoon of 24* September 1999.

There is no doubt in our view that Joseph LAU was aware also
of the likely effect on the market which existed for Chinney shares, of
such information.

In his statements to the SFC he displayed considerable
knowledge of firstly, there being market rumours that SUNDAY may
have been seeking a backdoor listing. He admitted in his evidence and
Tribunal statement that he had heard rumours of a possible connection
between SUNDAY and Chinney from his friends and from the
newspapers. He was obviously aware that the effect of those rumours
was to increase the price of Chinney shares.

91



His recorded telephone conversations with Mr. TANG also
establish his understanding that any confirmation in the market place of
SUNDAY in some way being perceived as being involved with Chinney
would have a positive and material effect on Chinney's share price. He
knew of the connection between Messrs. POULIOT and SIEMENS and
SUNDAY. His whole course of conduct and conversations with Mr.
TANG make it certain that he was trading with an awareness of the effect

that news of the “top-up” placement and the identity of its placees would
likely have on the market.

Further, Joseph LAU was not an inexperienced share trader.
He was trading in Chinney shares during the high-tech communications
boom of the late 1990s. He received newspaper cut outs relating to the
financial sector on a regular if not daily basis. We find it difficult to
accept that he would not have been aware of the likely impact of the news
of Messrs. POULIOT and SIEMENS becoming substantial shareholders
in Chinney on its share price.

Finally, and again from the recorded conversations between
Joseph LAU and Mr. TANG, it is very obvious that Joseph LAU was
aware of the impact that the SUNDAY connection, via the placement
agreement, would have on demand for Chinney shares. That is apparent
from the excerpt of the recorded conversation of 24® September 1999 at
16:06 hours reproduced above. It is also apparent from a later portion of
that same conversation which went as follows:-

“1124. T (Eric TANG): I confirm the details about your last 6 million, yep.
Well, er -- let me see, there are many, because — — well,
er—— 19 cents — -

1125. L (Joseph LAU): 19 cents.

1126. T : There are 850,000.
1127. L : 850,000.
1128. T : Yes.
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1129. L : Did you ask your brothers to buy?

1130. T : What, sorry.

1131. L : Did you ask your brothers to buy? (Laugh)
1132. T : Er — everyone knows this is — —

1133. L: : I see, I see, I see, ok, but with my confirmation.
1134, T : Yes (Laugh), ok.”

(emphasis added)

We are perfectly satisfied that the very high probability was, at
the time Joseph LAU was purchasing Chinney shares, that he was aware
that the relevant information which he held as to Messrs. POULIOT and
SIEMENS' involvement in the “top-up” placement was likely price
sensitive in the terms of section 8 of the Ordinance.

We now come to the final and perhaps fundamental question
concerning Joseph LAU's role.

(tv) Was Josenh LAU trading in Chingey shares in the af :
24" September 1999 on his own behalf?

Joseph LAU's case was that around lunchtime on the
24" September he had been contacted by Rozalia PUI, an old friend, who
had asked him to purchase about $1 million worth of Chinney shares
(representing 8-9 million shares) for her in the afternoon of
24" September. The reason she gave him was that she would be at a
meeting that afternoon and would not have time to do so herself. He
thought Rozalia PUI had asked him to purchase the shares for her as she
trusted his judgment more than she did that of Mr. TANG of Tai Fook,
where her account was also held and who was her account executive.
Joseph LAU also thought he owed Rozalia PUI a favour as he had earlier
borrowed $280,000 from her. So Joseph LAU, according to his
evidence agreed to her request. Subsequently he attended the afternoon
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meeting concerning the “top-up” placement. His evidence was that after
leaving that meeting he remembered his promise to purchase shares for
Rozalia PUI and contacted Mr. TANG at Tai Fook in order to do so. His
evidence was that all of the shares purchased on his personal account at

Tai Fook in the afternoon of 24™ September were, in reality, purchased on
behalf of Rozalia PUI.

Rozalia PUI's evidence was substantially to the same effect,
and we will in the course of this Chapter deal with her evidence so far as
it is relevant to Joseph LAU's case. In the following chapter, i.e.
Chapter 7, we will further deal with her evidence so far as it is relevant to
her own case. Obviously much of what we say regarding her evidence

in this Chapter will be applicable also to our examination of her role in
Chapter 7.

But for present purposes we can briefly summarise her
evidence as follows:-

She had met Joseph LAU in about 1990 when both were
students in the United States. They maintained contact when they
returned to Hong Kong and at one stage both were employed within
China Travel. There, she worked under Joseph LAU's supervision.
Joseph LAU eventually left China Travel and moved to the job he held
within the Chinney group of companies.

She said she had traded in stocks in Hong Kong since about
1992. Her trading was in 2™ and 3™ line shares and on a short-term
basis. She had a trading account at Tai Fook where Mr. TANG was her
account executive (as a result of Joseph LAU's suggestion) as well as one
at Kingsway Securities Limited. She and Joseph LAU occasionally
discussed the background of and general information concerning his
company, and for her investment activities she paid particular attention to
Chinney and Hon Kwok Land (a related company).

She said around the end of 1998 she lent Joseph LAU about
$300,000 at his request and he did not repay that debt. That was the
major reason why on the 24™ September when she wished to purchase
more Chinney shares she decided to ask Joseph LAU to purchase them
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for her. Another reason was that she was busy that afternoon with a
meeting. But she hoped that if Joseph LAU purchased the shares she
asked him to purchase, then when it came time for their settlement, he
would include the amount of the loan in the settlement monies. She was
embarrassed to ask him directly for the money.

Accordingly she asked Joseph LAU to purchase Chinney shares
for her that afternoon. She told him she was going to be busy and could
not purchase the shares herself.

We are quite satisfied that both Joseph LAU and Rozalia PUI
were lying when they proffered that version of events to the Tribunal.

Firstly, we have no doubt that any suggestion that Rozalia PUI
could not buy shares on her own account that afternoon because she was
at a meeting or was going to be busy is nonsense. Mr. TANG was her
account executive as he was Joseph LAU's. There was no reason
Rozalia PUI could not have given Mr. TANG reasonably detailed
instructions as to how to go about purchasing whatever quantity of shares
she required. The suggestion that Joseph LAU would have purchased
her shares with greater efficiency or circumspection is facile. The
reality was that Joseph LAU used Mr. TANG to purchase the shares in
any event. If Rozalia PUI really thought the price of Chinney would rise
as a result of market forces as she said in her evidence then it is not
difficult to imagine a set of instructions to Mr. TANG which would allow
the purchase of the 8-9 million shares she wished for about $1 million,
but with a safety valve of discontinuance of purchase if the price dropped.

As it turned out Joseph LAU failed to purchase the 8-9 million
shares Rozalia PUI said she wanted. He achieved only 6 million shares
at a cost of over $1 million.

We further think it a specious suggestion that Joseph LAU, a
corporate finance director of a limited company, was in a better more
convenient position to buy the shares than Rozalia PUI herself. Both
were busy people. It seems unlikely that Rozalia PUI would assume
Joseph LAU had the time to spend on her share dealing when she did not.
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Secondly, we place no weight on Rozalia PUI's convoluted
explanation as to using Joseph LAU to purchase shares for her in the
hopes he would, at settlement, spontaneously repay the loan she said he
owed her. If she wished to adopt such a roundabout way of having any
such loan repaid she could have done so at any time with any of her share
purchases. Rozalia PUI was an executive. She was in a position of
responsibility within China Travel. We are satisfied she was more than
capable of reminding Joseph LAU of the outstanding debt without
resorting to such an uncertain subterfuge. We do not think there is any
truth in her evidence in this regard.

Thirdly, it is apparent from the tape-recorded conversations
Joseph LAU was having with Mr. TANG during and after his purchase of
the 6 million Chinney shares in the afternoon of 24™ September that
Joseph LAU was purchasing these shares on his own behalf. His
instructions to Mr. TANG were in our view given in a manner which was
redolent of his own decision making and interest in the transactions rather
than him simply attempting to carry out any instructions, general or
detailed, that he may have been given by Rozalia PUI.

Indeed if Joseph LAU were purchasing these shares on behalf
of Rozalia PUI then it seems incomprehensible to us that he would not
have told Mr. TANG that at the time of purchase rather than telling Mr.
TANG about the “deal” or “agreement” which had been reached with
SUNDAY. He was obviously representing to Mr. TANG at that time not
that he was an uninterested purchaser of Chinney shares for a friend, but
that he was vigorously buying the shares on his own behalf as a result of
the completion of some deal he had been involved in which would cause
their price to rise when that information were released.

Fourthly, Joseph LAU paid for the cost of the Chinney shares
he had purchased on the afternoon of 24™ September, from his current
account with the HSBC no. 399722833 on the 29" September 1999, by
way of a cheque for $862,476.39 (which represented the balance
outstanding to Tai Fook after taking into account the balance of funds
already in his Tai Fook account of some $485,000).
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Within his HSBC current account at the time he drew the
cheque for $862,476.39 was a balance of $1,005,182. That balance was
almost entirely due to the deposit of a cheque for $1 million on the
28" September in that account. That $1 million cheque was issued by
Comway Contracting, which was where Joseph LAU's present wife was a
director and 40% shareholder. At that time they were not married but
were planning to be. He said she had borrowed the $1 million from her
company against her future share in profits for the purpose of their
purchasing a flat. So when the $1 million cheque was paid into his bank
account he simply used the funds to pay the balance of the money he
owed Tai Fook. Again, the evidence of Joseph LAU that the $1 million
cheque was for the purchase of a flat for he and his present wife and was
coincidentally available to him when he was to settle with Tai Fook for

the purchase of Chinney shares on the afternoon of 24" September we
reject.

We do not accept that the cheque was in fact borrowed to pay
for a flat. Joseph LAU admitted that he and his wife had no specific
premises in mind and had not contacted any property agent. In those
circumstances the borrowing of $1 million from his wife's company for
the purpose of purchasing a flat seems somewhat unreal. We accept
from the evidence of Mr. WOO King Wai the General Manager of
Comway Contracting that he was told by Corina AU YEUNG (Joseph
LAU's present wife) that she wished to borrow the money to purchase a
flat, but in our view that was not so. The cheque itself was made out in
favour of Joseph LAU. It was a bearer cheque. It was dated 27"
September and paid into Joseph LAU's account on the 28" September the
same day Joseph LAU drew a cheque in favour of Tai Fook. All of that
suggests a degree of urgency in getting funds into Joseph LAU's account.
And during one of his recorded conversations with Mr. TANG on 24"
September, Joseph LAU told Mr. TANG that he could pay $1 million into
his Tai Fook account on “Monday” (which indeed would have been 27®
September, the date appearing on the Comway Contracting cheque).

It seems to us that the high liklihood is that Joseph LAU asked
his present wife to borrow the money on his behalf from her company as
a matter of urgency so as to enable him to pay his Tai Fook debt. We
might add that even if this were not so the whole financial inconvenience
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to Joseph LAU of purchasing and paying for the shares he said he
purchased for Rozalia PUI renders his evidence of doing her that as a
favour unrealistic. Why not simply ask her to pay?

The answer to that question given by both Joseph LAU and
Rozalia PUI was that as she intended to hold the shares for only a short
time Joseph LAU would be quickly reimbursed.

With respect to that logic Joseph LAU's account was operating
on a T+2 basis. In other words he would likely have to pay for the
shares prior to their eventual sale. That was even more the case as a
result of Chinney shares being suspended on the 24™ September, a fact
which we have found Joseph LAU was aware of.

In short, we find that both Joseph LAU's and Rozalia PUI's
evidence as to the method of payment for the Chinney share purchases
made on Joseph LAU's account at Tai Fook in the afternoon of 24%
September to be of no weight and we reject it.

We might conclude in this regard by saying that in Joseph LAU
and Rozalia PUI's evidence (and including their statements to the SFC)
there are a number of inconsistencies which in our view strongly suggest
that they finally gave their evidence to this Tribunal with a content
designed to explain away what they perceived as the case against Joseph
LAU. That approach to their evidence resulted in the inconsistencies
between their evidence in its final form before this Tribunal and what
they had originally told their SFC interviewers. Those inconsistencies
further reduced their credibility. Those inconsistencies were exampled
by Rozalia PUI's insistence to the SFC investigators that she had asked
Joseph LAU to purchase the 6 million Chinney shares for her as she was
busy with a meeting that afternoon. Evidence was called before us from
her colleague at China Travel at the time, HO Wai Wah, whose statement
was read without challenge, to the effect that China Travel's records
showed meetings on the hotel construction project Rozalia PUI was
responsible for at that time were held on the 22™ and 29* September 1999,
and were usually held on Wednesdays. Mr. LEE Kam Ming, the onsite
contractor Rozalia PUI would meet with, said the meetings held at the
site were very informal, though if the meeting was held at China Travel
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they were more formal, but that phone calls could be made. He said
phone calls were difficult to make only at the architects meetings which
were held on the 9" and 23™ of each month. Once that evidence was
before the Tribunal Rozalia PUI's evidence altered somewhat from what
she had told the SFC interviewers and she told us the primary reason she
asked Joseph LAU to purchase the shares was to give him an opportunity
to repay the debt he owed her.

Accordingly for the above recited reasons we reject the
evidence of Joseph LAU and Rozalia PUI to the effect that Joseph LAU
purchased Chinney shares on the afternoon of 24" September on behalf of
Rozalia PUI.

We are satisfied from the other evidence before us that Joseph
LAU purchased the shares on his own behalf. A comparison of the
share trading accounts of Joseph LAU and Rozalia PUI at Tai Fook
suggests very strongly that Joseph LAU did not purchase the 6,000,000
Chinney shares on the afternoon of 24™ September for Rozalia PUI, but
rather did so for himself. That is because trading in Chinney by Rozalia
PUI on her account was at times in quite the opposite direction to that

which was occurring with the 6,000,000 Chinney shares traded in Joseph
LAU's account.

For example in the morning of the 24" September she had
purchased, in 3 batches, 750,000 Chinney shares. During that same
morning and early afternoon Joseph LAU sold his entire stock of
2,950,000 Chinney shares. That was of course before the afternoon
meeting. But the operation of the two accounts show separate minds at
work and that trend continued throughout the days after the 24"
September.

On the 30" September when Joseph LAU sold 3,000,000

Chinney shares in his account at Tai Fook, Rozalia PUI purchased
100,000 in hers.

By the 13 October when Joseph LAU sold 500,000 Chinney
shares in his account Rozalia PUI had sold all of her Chinney shares on
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the 6" October and 8" October. There were still 2,500,000 Chinney
shares in Joseph LAU's account which were not sold until 19* October.

It seems to us that Rozalia PUI, if she owned the remaining
3,000,000 shares in Joseph LAU's account, after the 30" September sale
of 3,000,000 shares to cover Joseph LAU's costs, had no reason to
approach those in her own account in a way different to those in Joseph
LAU's account. The operation of the two accounts show two different
minds at work. Further, as a general but important comment from the
history of her account it is obvious Rozalia PUI was a relatively small
time operator. The expenditure of $1 million in a single share
speculation on one afternoon was entirely out of character.

In our judgment it is more than highly probable Joseph LAU
purchased those Chinney shares in his account for himself. That is plain
also from the timing of his purchase of the shares immediately after he
left the meeting and the contents of his recorded conversations with Mr.
TANG. His method of payment for those shares from his own bank
account from funds borrowed by his wife underlines that conclusion.

Before we conclude this particular issue we should deal with
one further matter which arose on the evidence before us. It was Joseph
LAU's and Rozalia PUI's evidence that a series of payments were made
by Joseph LAU to Rozalia PUI whereby Joseph LAU paid Rozalia PUI
her profits from her purchase of the 6,000,000 Chinney shares and the
loan amount he owed her.

On the 30™ September 3,000,000 of the 6,000,000 Chinney
shares purchased by Joseph LAU on the afternoon of 24" September were
sold by him. That resulted in $1,187,394 being paid to him by a Tai
Fook cheque dated 5 October 1999. Joseph LAU banked that cheque
into his HSBC account and retained those funds. According to both
Joseph LAU and Rozalia PUI that amount of money, generated by the
sale of 3,000,000 of the purchased Chinney shares, was retained by
Joseph LAU to reimburse him for the cost of purchase of the whole of the
6,000,000 shares.
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He said the next sales of the balance of the shares purchased in
the afternoon of 24™ September occurred on the 13* October and the
19" October by which time all the 6,000,000 Chinney shares purchased
on the 24" September had been disposed of.

As a result of the sales of 13™ October Tai Fook sent Joseph
LAU a cheque dated 15™ October in the amount of $221,635. As a
result of the sales of 19™ October Tai Fook sent Joseph LAU a cheque
dated 21* October for $720,838.

He said on the 20™ October (according to the date on the
cheque) he issued to Rozalia PUI a cheque for $221,635 and on the 21%
October a cheque for $720,838. Those two cheques represented the
profit realized by the sale of the remaining 3,000,000 Chinney shares.
He also issued a cheque to her dated the 29" October for $387,933 which
he described as a mistaken overpayment of the debt of $280,000 he owed
her. In Rozalia PUI's evidence she said she did not make any particular
calculations concerning these payments and did not notice the
overpayment.

On the face of it these transactions support Joseph LAU's and
Rozalia PUI's assertions that Joseph LAU had purchased the 6 million
Chinney shares on the afternoon of 24" September on behalf of Rozalia
PUI. But there are certain matters which caused us to reject these
transactions as support for the evidence of Joseph LAU and Rozalia PUI.

Firstly, the SFC sent a letter by fax to Chinney dated the
15 October 1999 alerting Dr. WONG and Mr. FUNG to the SFC
concerns as to dealings in Chinney shares conducted prior to the
announcement on 29" September of the “top-up” placement and
requesting that the names of all those individuals within the group aware
of the proposed placement be provided. Mr. FUNG gave evidence,
which we accept as it is supported by the documentation and
correspondence, that Dr. WONG handed that letter to him asking him to
deal with it. According to his SFC statement of 30™ March 2000 Mr.
FUNG then spoke to various people including Joseph LAU for the
purpose of replying to the SFC. In his oral evidence, Mr. FUNG said he
would certainly have shown the SFC letter of 15" October 1999 to Joseph
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LAU. He said as Joseph LAU was a director of Multi-Investment he
must have read the letter. According to Mr. FUNG, Joseph LAU would
have been summoned to Dr. WONG's office with Mr. FUNG to discuss
the letter. Additionally, it was the practice of the Chinney Group that all
directors would read SFC letters. A reply dated 23™ October 1999 was
sent to the SFC under the hand of Mr. FUNG. That reply provided
Joseph LAU's personal details as one of the persons involved in the
placement. Subsequently the SFC, for separate reasons, wished to know
who had seen their letter of the 15" October 1999. They made that
request by way of a letter dated 22™ March 2000. In his reply to that
letter Mr. FUNG provided the names of five people (including himself)
who had seen the SFC letter of 15™ October 1999. Joseph LAU was the
fourth person on that list in his capacity as a director of Multi-Investment.

We are satisfied that it is highly likely Joseph LAU, regardless
of his denial, saw the SFC letter dated 15® October 1999 and was alerted
to the SFC investigation on or shortly after that date.

That in our view explains Mr. TANG's recollection of Joseph
LAU asking him in October 1999 if the money withdrawals relating to
the share purchases Joseph LAU made on the afternoon of 24™ September
could be in some way be regarded or “treated” as belonging to Rozalia
PUI's account. Mr. TANG recollects this conversation in his evidence in
chief as being between 5"-19® October 1999, and later in cross-
examination by Mr. Harris for Mr. LAU as probably being around the 5"
October and finally in re-examination by Mr. IP as being around or on the
19" October. Taken together with all of the other evidence we are
satisfied Joseph LAU was attempting to cover his tracks once he had
become aware of the SFC enquiry into Chinney share trading by those
involved in the placement negotiations.

We accept also Mr. TANG's evidence that Joseph LAU had
attempted to convince Mr. TANG to provide false information to, or at
least not to cooperate with, the SFC interviewers. As a result of that Mr.
TANG told the Tribunal that he had told the SFC interviewer during his
first interview of 7% January 2000 that Joseph LAU had told him that the
shares were being purchased on behalf of Rozalia PUI. Mr. TANG was
not a particularly good witness and seemed at ease with agreeing to

102



conflicting suggestions put to him in cross-examination and re-
examination. But we accept the tenor of his evidence that he had had
approaches made to him by Joseph LAU both before and after he, Mr.
TANG, had spoken to the SFC interviewers as to what had been, or could
be, said by Mr. TANG to those interviewers.

Further, after Rozalia PUI had been interviewed for the first
time by the SFC on the 12* February 2000, some four minutes after the
lengthy interview concluded, she telephoned Joseph LAU's mobile phone
and they then had a 73-minute conversation. Both said in evidence they
spoke only of casual matters and did not discuss the contents of Rozalia
PUI's interview. With respect to that we reject their evidence. We are
satisfied Joseph LAU, from that evidence and the evidence of Mr. TANG
was actively engaged in keeping abreast of what the SFC was being told.
We are satisfied also it was highly probable he was trying to pervert the
SFC investigation.

That conclusion is strengthened, not weakened, in our view by
the existence of three receipts signed by Rozalia PUIL. Those receipts
were issued in the normal course by Tai Fook when monies representing
the sale of the 6 million Chinney shares were paid to Joseph LAU on the
5% October 1999 ($1,187,394); 15™ October 1999 ($221,635) and 21%
October 1999 ($720,838). He said in his evidence, and was supported
by Rozalia PUI in hers that upon payment by his cheques to Rozalia PUI
of these sums he got her to sign the receipts provided to him by Tai Fook.

We can see no credible reason for him doing so in the normal
course of events. Neither of them, according to their evidence, had
worried about documentation for the alleged purchase of Chinney shares
by Joseph LAU on behalf of Rozalia PUI on the 24" September. They
had operated on trust and in a most informal way. We do not accept that
there was a sudden surge of documentary formality arising between them
so far as these receipts were concerned. In our view this was another
“cover-up” by Joseph LAU to disguise the true position, i.e. that he had
purchased the 6 million Chinney shares on the afternoon of 24%
September for himself.
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He said he had Rozalia PUI sign the receipts and intended to
return them to Tai Fook as he was supposed to do. Doing that would
simply have caused confusion as the receipts were directed to Joseph
LAU as the account holder. Another person's signature placed upon the
receipts as “authorized signatory” would not have made sense. Further,
Rozalia PUI signed receipts not only for the two cheques representing the
“profits” paid to her, but also for the proceeds of sale of the 3 million
Chinney shares which both she and Joseph LAU said was retained by
Joseph LAU to reimburse him for the cost of the whole of the 6 million
shares. If that money was properly retained by Joseph LAU because of
the arrangement between them then what purpose was there for Rozalia
PUI to sign a receipt for it when she simply never received it? There
was, in short, no basis in reality for the evidence of Joseph LAU and
Rozalia PUI concerning the coming into existence of the three receipts.
All in all the evidence of repayments of profits by Joseph LAU to Rozalia
PUI in respect of the sale of the 6,000,000 Chinney shares in our view
was a result of Joseph LAU becoming aware of the SFC investigation
after the 15 October 1999.

That there was an element of panic involved in this reaction is
evidenced by the inconsistency between his evidence that a $280,000
debt was repaid by him at the same time to Rozalia PUI, but that the
actual sum paid to her was some $260,000 overpaid.

In fact his evidence in this regard even on his own version of
events seems to be in error as the overpayment was $281,439.
Assuming as Joseph LAU and Rozalia PUI say that the proceeds of the
sale of the first batch of 3,000,000 Chinney shares on the 30" September
in the sum of $1,187,394 (though again in fact including brokerage and
stamp duty the cost of the shares was $1,190,142 even excluding the
amount of any levy) were retained by Joseph LAU to reimburse him for
the cost of purchase of the whole of the 6,000,000 shares, then the
proceeds of sale of the remaining 3,000,000 shares represented pure profit
and were paid to Joseph LAU's account by two Tai Fook cheques in the
sums of $221,635 and $720,838 dated 15% October and 21% October
respectively. That is a total profit of $942,473. Together with the
$280,000 loan both implicated parties allege was outstanding, Joseph
LAU's total repayment to Rozalia PUI should have been $1,222,473.

104



But in fact he paid to her by four cheques in amounts of $173,506,
$221,635, $720,838 (dated 19" October, 20" October and 21% October
respectively and all three marked “profits for #385”, i.e. Chinney) and
$387,933 (dated 29" October and not specifically marked for any purpose)

a total payment/repayment of $1,503,912.  That represents an
overpayment of $281,439.

We dismiss Joseph LAU's evidence that the overpayment was a
miscalculation he did not notice at the time. He earned about $130,000
a month from his employment within the Chinney Group. If these
payments had been normal transactions we are sure he would have not
made such a miscalculation. In our view in his hurry to set up these
payments to Rozalia PUI he got the amounts wrong.

Finally, we should say this. The “profits” paid to Rozalia PUI
went into her Hang Seng Bank account no. 154995882. Those monies
(totalling $942,473) accounted for the major part of its balance of
$1,177,095 on the 26™ October 1999. On the 30" October Joseph LAU's
fourth cheque (presumably on her evidence representing the mistaken
overpayment of the $280,000 loan) for $387,933 was paid into the
account. At the same time two further amounts of exactly $1 million
and $3 million were paid in. That resulted in an account balance of

$5,512,261, of which about $1.5 million was made up by Joseph LAU's
four cheques.

Rozalia PUI in her evidence could not remember where the
sums of $1 million and $3 million which were paid into her account had
come from. We found that extraordinary. Her income was $20,000 per
month at that time and she got similar monthly amounts from her
husband and her father. One would have expected her to remember
where these monies came from. Further, on the 3™ November 1999 she
paid out the whole $5,500,000 odd in her account. She said she paid it

into another of her bank accounts and then spent it on handbags,
diamonds and other investments.

Her evidence in this regard again caused us considerable doubt
about her veracity. We considered taking the matter further but
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concluded further evidence of the flow of these funds would not carry our
conclusions any further forward.

Conclusion
The purchases of Chinney shares by Joseph LAU on the
afternoon of the 24™ September 1999 were dealings undertaken by him on

his own behalf whilst he was knowingly in possession of relevant
information concerning Chinney, a corporation connected with him.

We identify those dealings by Joseph LAU as insider dealings,
and him as an insider dealer, pursuant to section 9(1)(a) of the Ordinance.
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THE ROLE OF ROZALJA PUI

Rozalia PUI could in no way be considered as a person
connected with Chinney. She was simply an associate of Joseph LAU.

Accordingly, we considered her role from the point of view of
section 9(1)(e) of the Ordinance only. That is the only possible

provision of the Ordinance under which she could be found to be an
insider dealer.

Her trading history in Chinney shares was entirely, during
periods we are concerned with, conducted in her Tai Fook account and
was as follows:-

Date - Purchase Sold |  Amount
: ClEE L SEEeTe i 6]

24/9/1999 750,000 (98,832)
30/9/1999 100,000 (35,154)
4/10/1999 200,000 89,605
571071999 100,000 (32,647)
6/10/1999 100,000 36,835
8/10/1999 650,000 258,861

Rozalia PUI had not purchased Chinney shares prior to the 24%
September. Accordingly she could in no way have purchased Chinney
shares on her own account on the basis of any insider information
relevant or otherwise relating to the direct placement proposal of 22™
September. By the time she made her purchases of 750,000 Chinney
shares on the morning of 24" September the information concerning the
“shelved” direct placement was in the public arena.'?

12 See Annexure “B”,
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From the summaries of the evidence given in previous chapters
of this Report, and particularly in Chapter 6, it will be obvious that
Rozalia PUI at no time purchased Chinney shares on her account after the
relevant information concerning the “top-up” placement came into being
on the afternoon of the 24" September before trading in Chinney shares
was suspended on that day. She subsequently purchased Chinney shares
only after their resumption of trading on the 30" September and after the
public announcement of the “top-up” placement on that date.

Accordingly, the only live consideration as to Rozalia PUI as a
potential insider dealer which arose was as to whether she may have had
an interest in the dealings conducted in Joseph LAU's trading account at
Tai Fook when he purchased 6,000,000 Chinney shares between 3:17 p.m.
and 3:29 p.m. on the 24" September by procuring him to do so after

having learnt of the relevant information from him pursuant to section
9(1)(e) of the Ordinance.

For the reasons we have given in the previous chapter in
dealing with Joseph LAU's role, we are entirely satisfied that the dealings
in 6,000,000 Chinney shares conducted by him after 3:17 p.m. on the
24™ September 1999, and before the suspension of trading on that day and
therefore before the general publication of information concerning the
“top-up” placement involving Messrs. POULIOT and SIEMENS on the
30" September, in his Tai Fook account were insider dealings he
conducted entirely on his own behalf.

In arriving at that conclusion we rejected the evidence of both
Joseph LAU and Rozalia PUI that the shares had been purchased by
Joseph LAU for Rozalia PUI. We gave our reasons for disbelieving
their evidence in that regard in Chapter 6.

Having rejected their evidence as unworthy of any credit, the
remaining evidence going to suggest that Rozalia PUI may have had an
interest in the 6,000,000 Chinney shares was simply what appeared to be
a series of payments to her by Joseph LAU of profits from the purchase
and sale of those 6,000,000 shares, evidenced by receipts signed by
Rozalia PUI. We rejected that evidence as proof of Rozalia PUI having
any interest in the 6,000,000 Chinney share dealings conducted by Joseph
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LAU. We were entirely satisfied that the three cheques paid to Rozalia
PUI marked to the effect they were her profits from the sale of those
Chinney shares and the fourth cheque paid to her were part of a
reasonably elaborate (but poorly executed) cover-up put together by
Joseph LAU with Rozalia PUI's connivance so as to allow him to escape
the SFC inquiry into Chinney share trading he realized was underway
when he saw the SFC letter dated 15" October 1999 to that effect.

Moreover, there was never any evidence or real possibility that
Joseph LAU during the relevant time frame of about between 3:00 p.m. to
3:30 p.m. on the 24™ September spoke to Rozalia PUI after he left the
meeting he had attended that afternoon, told her of what he had learnt and
was then in return procured by her to trade in Chinney shares which he
then did. There was neither evidence to suggest that happened nor any
time or good reason for that rather convoluted sequence of events to
occur. That would however have been the only possible basis on the
evidence upon which section 9(1)(e) could inculpate Rozalia PUI in
respect of the purchase by Joseph LAU of the 6,000,000 Chinney shares
on the afternoon of the 24™ September 1999.

Accordingly, for the reasons we gave in Chapter 6 in
determining the role of Joseph LAU as an insider dealer we are satisfied
that, having rejected both his evidence and that of Rozalia PUI as to her
interest in the 6,000,000 Chinney shares purchased by Joseph LAU in the
afternoon of 24™ September, Rozalia PUI's only role in those dealings

was to assist Joseph LAU in his attempts to evade detection as an insider
dealer.

Why would she do so? In our view the only real answer to
that is her long standing friendship with Joseph LAU which involved
some degree of a financial relationship and, perhaps, her finding herself
fully committed to maintaining her false story once she had given it to the
SFC interviewer at her very first interview on the 12" February 2000.

In that regard firstly Rozalia PUI, in our view, may well have
been fed some general information concerning the placement Chinney
was attempting on the 22™ September and 23™ of September 1999. That
explains her purchase of 750,000 Chinney shares on the morning of 24"
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September because even though the direct placement had been "shelved",
she may well have been aware that there was a possibility that the
placement efforts would continue. We emphasise however that there
was no sufficient proof that there was ever any specific information
transferred to her by Joseph LAU concerning either the direct placement
of 22™ September or the “top-up” placement of 24* September.

There was no doubt there was earlier on some general
dissemination of information relevant to share trading finding its way to
her from Joseph LAU. That is evident in the similarity in their trading
accounts of the stocks purchased. Both traded in Hon Kwok Land
stocks and in Chinney stocks. Both purchased Chinney shares for the
first time during the relevant period and she admitted they discussed his
company affairs. From the transcript of her only recorded conversation
with Eric TANG, held at 9:37 a.m. on 24" September it is obvious she
sought information from Joseph LAU." There was obviously some
form of financial relationship between them as well, as Joseph LAU paid
Rozalia PUI sums of money which were well in excess of those needed
for the “cover-up” exercise embarked upon by them in relation to the
payment to Rozalia PUI of the profits of the 6,000,000 Chinney share
dealings. It may be she was concerned about some aspects of their
previous financial relationship so as to cause her to help Joseph LAU
disguise his share dealings as her own.

In any event, we are satisfied that when events rapidly
accelerated from about 2:30 p.m. in the meeting of the afternoon of
24™ September 1999 so that an agreement in principle concerning the
“top-up” placement was concluded or imminent by 3:00 p.m. on that day,
things moved simply too quickly for there to have been time for Joseph
LAU to have transferred the relevant information to Rozalia PUL. He

was more interested in ensuring he had purchased as many Chinney
shares as possible.

1> See Annexure “I”.
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Conclusion

Rozalia PUI simply did not receive the relevant information.
She purchased no Chinney shares on her own behalf. She had no
financial interest in those purchased by Joseph LAU. She was not an
insider dealer. Her role could best be described as that of an individual
who, because of her past friendship with Joseph LAU provided a false
story to the SFC in an attempt to help him extricate himself from the SFC
investigation and who by doing so found herself implicated in that
investigation. We make no finding of insider dealing against her.
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CONCLUSION

In response to the notice provided to the Tribunal under the
hand of the Financial Secretary dated 25" September 2002 we have
determined as follows:-

(a) There had been insider dealing in relation to Chinney Alliance
Group Limited shares during the period from 22™ September
1999 to 4™ October 1999 inclusive. That insider dealing
occurred on the afternoon of the 24™ September 1999 when Mr.

LAU Chung Yin Joseph purchased six million of the said
shares.

(b) The sole insider dealer was Mr. LAU Chung Yin Joseph.

We deal with the amount we find to be the attributable profit for the
purposes of section 16(3)(c) of the Ordinance in the following chapter
when we consider also what orders to make and penalties to impose on
Joseph LAU pursuant to section 23(1)(b) and (c) of the Ordinance.

A hearing in that regard was held on 22™ December 2004
subsequent to the present determinations being notified to the Financial
Secretary, the parties and counsel assisting on the 5% November 2004.
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PENALTIES AND CONSEQUENTIAL ORDERS

On the 5™ November 2004 this Tribunal completed an interim
report in this inquiry and subsequently provided copies to the Financial
Secretary, counsel assisting and the implicated parties.

In that Report we set out our reasons for finding that Joseph
LAU Chung Yin was an insider dealer in terms of paragraphs (a) and (b)
of the Financial Secretary's Notice of 25" September 2002.  That Report
further stated our reasons for finding the only other implicated party
namely Rozalia PUI Li not to be an insider dealer.

Following our Interim Report we received a further statement
from Stella FUNG Sau Hong (TW 15) dated 3™ December 2004
addressing the calculation of the amount of profit both actual and notional
obtained by Joseph LAU as a result in his insider dealing in Chinney

shares, for the purposes of paragraph (c) of the Financial Secretary's
Notice.

A hearing date was set down for the 22™ December 2004 to
deal with the further evidence of Stella FUNG and for any representations
to be made by counsel assisting and by counsel for Joseph LAU.
Rozalia PUI sought to make no submission as to costs or otherwise.

On that day the 22™ December 2004 we accepted the evidence

of Stella FUNG concerning her calculation of the profit made by Joseph
LAU in his insider dealing.

There was nothing controversial in her approach to the
calculation of that profit. She adopted the principles of The Insider
Dealing Tribunal - v - Shek Mei Ling (1999) 2HKC I. For the purposes
of the present inquiry, where Joseph LAU had no pre-existing
shareholding in Chinney prior to his insider dealing the applicable
principles, as relied upon by Stella FUNG in her statement, were as
follows:-
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.

(b) Where there was no existing shareholding involved, then

profit gained is:

(1) if sale was before publication of relevant information,
actual realised profit;

(ii) if sale was after publication of relevant information but
before full dissemination, actual realised profit; and

(iii) if there is no sale and/or sale after full dissemination of
published relevant information, notional profit.
Notional profit is the difference between the purchase
price of a security and the value of the security as
measured by the re-rated trading price of the security for
a reasonable period after public dissemination of
relevant information.

(¢) Transaction costs, if any, are deducted from the gross profit
gained.”

We might comment on one matter concerning the method of
Stella FUNG's calculation of a re-rated trading price for Chinney shares
following the announcement by Chinney on the 30™ September of the
details of its placement of 205,318,985 Chinney shares at $0.11 per share
to Mr. POULIOT and to Mr. SIEMENS' company Goldstone.

Stella FUNG took a re-rating period of two trading days, i.e.
the 30® September (the day trading in Chinney shares resumed) and the
4™ October. They were sequential trading days as there was no trading
in the Hong Kong market on 1 to 3™ October 1999.

She declined to incorporate into her re-rating calculation
Chinney share prices on the 5™ and 6® October. In our view she was
right not to do so as on the 5" October there was a market rumour that
Chinney was to place a further 400 million new shares onto the market at
a price of $0.30 each. That rumour was evidenced by various
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newspaper articles published on the 6™ October. That afternoon
Chinney announced that it had no further share placement under
negotiation, presumably in order to rebut that rumour.

Quite what the circumstances were to enable Chinney to make
that announcement are not the subject matter of this inquiry, but we note
with some surprise that on 13™ October Chinney in fact announced a new
placement of 450 million new shares at 30 cents each.

The point Stella FUNG made before us which we accept is that
the events of the 5" and 6™ October would have “skewed” her re-rating of
the Chinney share price following the announcement of 30" September if
she had taken the price of Chinney shares on the 5% and 6 October into
account in her re-rating of the shares. We also are of the view that the
two days she did take into account, i.e. the 30® September and 4% October
were sufficient due to the time gap between them. We are satisfied that
the information released on the 30™ September would have been fully
disseminated in the market by the 4™ October.

Accordingly we accept:-

(1) that the 3,000,000 Chinney shares sold by Joseph LAU on the
30" September 1999 provided him with an actual profit of
$592,738 net of transaction costs;

(2) that the 3,000,000 Chinney shares retained by Joseph LAU
after the announcement of 30" September (but sold by him
some weeks later) earned him a notional profit at the end of the
re-rating period, that is by the 4" October 1999, of $725,748 net
of transaction costs. That is based upon a re-rated share price
of $0.442 per share.

Those findings and calculations are summarised in the
following table:-
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Date | Shares Bought | Shares Sold | -Amount ($)*
24/9/1999 6,000,000 0 (1,190,267)
30/9/1999 0 3,000,000 1,187,871
Notional 0 Notional 1,320,882¢
30/9/99-4/10/99 3,000,000

Total 6,000,000 6,000,000 $1,318,486

*  Net of transaction cost
I Re-rated value

Findi f orofit made by Joseoh LAU

On the basis of those matters we are satisfied that the amount of
profit made by Joseph LAU in his insider dealing in Chinney shares was
in total $1,318,486, and we answer the question raised by paragraph (c)
of the Financial Secretary's Notice accordingly.

Orders made

We will now proceed to deal with the orders we make in
respect of Joseph LAU.

Two sections of the Ordinance are relevant.
Firstly, section 23 is in these terms:-

“23. Orders etc. of Tribunal
(1) At the conclusion of an inquiry or as soon as is reasonably practicable
thereafter, where a person has been identified in a determination under section 16(3)
or in a written report prepared under section 22(1) as an insider dealer, the Tribunal
may in respect of such person make any or all of the following orders — (4dmended

61 0f1995s. 8)

(a) an order that that person shall not, without the leave of the Court of
First Instance, be a director or a liquidator or a receiver or manager
of the property of a listed company or any other specified company
or in any way, whether directly or indirectly, be concerned or take
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part in the management of a listed company or any other specified
company for such period (not exceeding 5 years) as may be specified
in the order; (4dmended 25 of 1998 s. 2)

(b) an order that that person pay to the Government an amount not
exceeding the amount of any profit gained or loss avoided by that
person as a result of the insider dealing;

(¢) an order imposing on that person a penalty of an amount not
exceeding three times the amount of any profit gained or loss
avoided by any person as a result of the insider dealing.

(2) The Tribunal shall not make an order in respect of any person under
subsection (1) without first giving the person, and, in the case of a person that is a
corporation, an officer concerned in the management of the corporation, an
opportunity of being heard.”

Section 27 is in these terms:-

“27. Expenses of investigation and inquiry

At the conclusion of an inquiry or as soon as is reasonably practicable thereafter,

the Tribunal may order any person who has been identified as an insider dealer in a

determination under section 16(3) or as an officer of a corporation in a determination

under section 16(4), as the case may be, to pay to the Government such sums as it

thinks fit in respect of the expenses of and incidental to the inquiry and any
investigation of his conduct or affairs made for the purposes of the inquiry.

(Amended 61 of 1995 5. 11)”

Section 23(1)(a)

In our view Joseph LAU's insider dealing was cynical and
planned. It is obvious from the recorded telephone conversations he had
with Eric TANG that he had executed his insider dealing, albeit in a
somewhat amateurish way, in a blatant manner on the 24™ September.

We regard Joseph LAU's breach of the provisions of section
9(1)(a) of the Ordinance as serious. In our judgment a period of
disqualification of 4 years from any managerial or director's role in
respect of a listed company or other limited company is appropriate.
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Accordingly we order that Joseph LAU shall not, without the
leave of the Court of First Instance be a director, or a liquidator, or a
receiver, or manager of the property of a listed company or of any other
limited company, or in any way whether directly or indirectly be

concerned or take part in the management of such a company for a period
of 4 years.

Section 23(1)(b)

We accept from the evidence of Stella FUNG, as we have said,
that the profit gained by Joseph LAU as a result of his insider dealing was
$1,318,486.

An order under section 23(1)(b) is designed so far as is fair and
reasonable to separate the insider dealer from his profits attributable to
his insider dealing.

In the present case there seems no good reason to depart from
that purpose. In our view the fact that Joseph LAU, once he had learnt
of the SFC investigation into these matters, chose to pay the amounts of
profit he gained on the eventual sale of the Chinney shares to Rozalia PUI
in an unsuccessful attempt to distance himself from his insider dealings
has no bearing upon the fact that he had in fact made such a profit.

Accordingly we order that Joseph LAU Chung Yin pay to the
Government of the Hong Kong Special Administrative Region the
amount of $1,318,486 pursuant to the provisions of section 23(1)(b) of
the Ordinance.

Section 23(1)(c)

In determining what amount, if any, we should order Joseph
LAU to pay as a penalty under the provisions of section 23(1)(c) of the
Ordinance we take into account the totality of the financial orders made
against him and we bear in mind that Joseph LAU is presently
unemployed (though it was not suggested he could not afford the level of
penalty we propose) and that his wife appears to be seriously ill.
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In our view, balancing those matters advanced in mitigation
before us with the circumstances of the insider dealing itself and the
Hong Kong community's interest in the deterrence of insider dealers we
regard a penalty of $700,000 as appropriate.

Accordingly we order that Joseph LAU Chung Yin pay to the
Government of the Hong Kong Special Administrative Region a penalty
pursuant to the provisions of section 23(1)(c) of the Ordinance in the
amount of $700,000.

Section 27

The costs of the present inquiry were in large part occasioned
by Joseph LAU. That includes in large measure the costs related to that
part of our function which was directed towards inquiring into the role of
Rozalia PUI. That is because we are satisfied, for the reasons we have
given in Chapters 6 and 7 of this Report, that Rozalia PUI's involvement
and her assertion that the Chinney share transactions were her own was
brought about by her attempts to cover up the role of Joseph LAU.

Her role in this regard we are satisfied was brought about
primarily at the instigation of Joseph LAU though we appreciate that she
was, certainly initially, a willing participant in the attempted cover-up,
and her own actions in that regard brought about a substantial part of the
present inquiry. If we were empowered under the Ordinance to do so we
would have ordered her to pay a substantial part of the expenses of this

inquiry.

Accordingly in our judgment Joseph LAU should pay
$1,800,000 of the total expenses of $2,923,355.02 of this inquiry.”* We
do not order him to pay the full expenses as we consider that to be too
onerous. We also believe that some recognition should be given to the

' The total expenses comprise:
1. Tribunai's expenses $1,688,890.95
2. Department of Justice expenses $1,198,064.07
3. SFC expenses $36,400.00.
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sensible approach taken by him (through his counsel Mr. Jonathan Harris)
in agreeing much of the evidence called before the Tribunal. We might
add that the expenses incurred by the Department of Justice in respect of
obtaining Mr. Toby Heale as an expert witness and costs incidental
thereto are not part of our calculation of expenses as Mr. Heale's evidence
was ruled inadmissible by the Tribunal (see Annexure “E”).

S f Findines and Orders Mad

In answer to paragraph (c) of the Financial Secretary's Notice
pursuant to section 16(2) of the Securities (Insider Dealing) Ordinance
Cap. 395 dated 25™ September 2002, we find the profit gained by Joseph
LAU Chung Yin as a result of his insider dealing to be HK$1,318,486.

Section 23(1)(a)
Joseph LAU Chung Yin is disqualified from acting as a director

or manager or otherwise as stated above, of listed and limited companies
for a period of 4 years.

Section 23(1)(b)
Joseph LAU Chung Yin will pay the profits of HK$1,318,486

of his insider dealing to the Government of the Hong Kong Special
Administrative Region.

Section 23(1)(c)

Joseph LAU Chung Yin will pay a penalty of $700,000 to the
Government of the Hong Kong Special Administrative Region.

Section 27

Joseph LAU Chung Yin will pay $1,800,000 of the costs of this
inquiry to the Government of the Hong Kong Special Administrative
Region.
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We finally order that in respect of all financial payments we
have ordered he make that Joseph LAU have 28 days to pay from the date
these orders are served upon him pursuant to section 23(5) of the
Ordinance.
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The Honourable Mr. Justice McMahon
Chairman

Apy——

Mr. Benny YEUNG Yuen Bun
Member

L4

Mr. PANG Hon Chung
Member

24% December 2004

122



ANNEXURES

Annexure A — CHARTS SUMMARISING THE STRUCTURE OF
THE CHINNEY GROUP
- Substantial Shareholdings of Chinney Alliance
Group Ltd. before the Placement and
Subscription
- Substantial Shareholdings of Chinney Alliance
Group Ltd. after the Placement and Subscription

Annexure B — ANNOUNCEMENT OF CHINNEY ALLIANCE
' GROUP LIMITED PUBLISHED IN THE PRESS ON
24™ SEPTEMBER 1999

Annexure C — A HISTORY OF CHINNEY'S SHARE PRICE AND
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before the Placement and Subscription
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ANNOUNCEMENT OF CHINNEY ALLIANCE GROUP LIMITED
PUBLISHED ON THE PRESS DATED 24™ SEPTEMBER 1999



Hong Kong Standard

24-Sep-99

The Stock Exchange of Hong Kong Limited takes no re ponsibiliry for-the 11 of

this announcement, makes no reprezentation as iv its accuracy or completeness and -

expressiy disciaims any liability whatsoever Jfor any lass howsoever arising from or
in reliance upon the whole or any 2ar of the contents of thir announcement.

= '
q" Chinney Alliance Group Limited

P (I:vcarpvrnud in 8ermuda with limired liabilitv)

ANNOUNCEMENT

Termination of negotiation relating to placement of new sharss of
the Company.

At the request of the Company, trading in the shares of the Company
was suspended with effect from 10:00 a.m. today, peading an
announcement on the placsment of the new shares of the Comgpany.
The initial plan was-to placs about 20% new shares to independent
third parties with the proviso that a proportional number of such shares
was to be subscribed by Multi-Investment Group Limited, a substantial
shareholder of the Company, at the same placing prics. The placing, as
subsequently clarified with The Stock Exchange of Hong Kong Limited
(the “Stock.Exchange™), would bs 2 connected transaction raquiring
independent sharcholders’ approval.

As a result, the placing was shelved and application has been made to
the Stock Exchange to resume trading of the shares of the Company
with effect from 10:00 a.m. tomorrow.

By Order of the Board
Stephen Sek-Kee Yu

Director

houg noug AR, 23rd September, 1999
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Hong Kong Economic Time

24 September 1999
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A HISTORY OF CHINNEY'S SHARE PRICE AND TURNOVER



TRADING STATISTIC

Stock Code : 00385 - CHINNES ALLT

Date Range : Apr 1999 - oQet 1999 Total : 5,906,110,570 shares

Min Price 0.030 Daily Average : 41,014,657 shares

L Max Price 0.520 Average Price : 0.126
DATE NO. OF SHARES Low CLOSE % CHANGE HsI
01/04/1999 0 0.034 0.034 0.034 0.00 11,072,980
07/04/1999 50,000 0.034 0.034 0.034 0.00 11,614.870
08/04/1999 100,000 0.032 0.032 0.032 -5.88 11,727.840
08/04/1999 116,000 0.033 0.030 0.033 3.13 11,914.100
12/04/1999 0 0.038 0.038 0.038 15.15 A 11,744,740
13/04/1859 140,000 0.040 0.040 . 0.040 5.26 11,899,690
14/04/1899 320,000 0.041 0.041 0.041 2.50 11,834,130
15/04/1999 1,820,000 0.040 0.040 0.040 -2.44 11,562.230
16/04/1999 0 0.040 0.040 0.040 0.00 12,480.300
19/04/1999 60,000 0.040 0.040 0.040 0.00 12,786.440
20/04/1999 1,020,000 0.040 0.040 0.040 0.00 12,408.780
21/04/1998 50,000 0.038 0.038 0.038 -5.00 12,343.760
22/04/1999 938,000 0.040 0.039 0.039 2.63 12,833.540
23/04/1999 400,000 0.043 0.038 0.043 10.26 12,805,300
28/04/1999 21,000 0.041 0.041 0.041 -4.85 13,127.020
27/04/1999 30,000 0.040 0.040 0.041 0.00 13,364.790
28/04/1999 0 0.041 0.041 0.041 0.00 13,133.390
29/04/13585 0 0.041 0.041 0.041 .0 13,175.700
30/04/1999 60,000 0.041 0.041 0.041 0.00 13,333.200
03/05/1899 960,000 0.042| 0.041 0,047' 14.63] 13,337.070
04/05/1999 180,000 D,OSGE 0.0S0 0.055! 19.15 13,532,690
05/05/1989 6,770,000 0.108 0.085 0.105!i 89.29 13,588.210
0€/05/1999 8,700,000 0.106 0.083 0.09’/’4l -8.49 13,570.240
j,‘ 07/05/1889 3,825,000 0.100 0.083 0.083 . -14.43 12,867.43

10/08/1899 3,250,000 0.092 0.084 0.087 4.82 13,1£2.200
11/05/1299 19,816,000 0.125 0.083 0.123 41.38 12,874.370
12/05/1989 53,517,000 0.164 0.132 0.158 28.46 13,012,870
13/C5/1889 420,470,000 0.129 0.100 0.117 -25.95 13,082,570
14/05/1888 48,890,000 0.123 0.112 0.116! -0.85 12,853.520]
17/05/1889 38,982,000 0.127 0113 0.1 16’ 0.00 12,822 800
18/05/1989 22,130,000 0.123 0.118 0.121 4.31 12,€27.100
18/05/1589 16,018,000 0.121 0.118 0.119 -1.65 12,403,140
20/05/1388 | 7,830,000 0.119 0.115 0‘116‘ -2.52 12,5734
21/05/1998 £3,832,000 O.131' 0.117; . 0118] 1.72 12,272.14C
24/05/1989 15,810,000 0.119‘ O.112I 0.114_! -3.3¢8 12,43€.260
25/05/19¢9 5,470,000 0.115 0.113 0.114| 0.00 12,348,910
26/05/1999 6,430,000 0.114 0.106 | 0.108[ -5.26 12,40¢€.160
27/08/15¢9 8,01 C),OOOI 0.110 0.101 0105!i -2.78 12,308.330
28/0S/1359| 16,150,000 0.1 1-’¢|l 0.106 0.110, 4.76 12,085.250
31/05/1999[ $,460,000 0.110 0.101i O.!O’.Zg -7.27 12,147,120
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TRADING STATISTIC

Code 00385 - CHINNEY ALLI
Date Range : Apr 1999 - Oct 1999 Total o 5,906,110,570 shares
Min Price 0.030 Daily Average : 41,014,657 shares
Max Price 0.520 Average Price :
DATE NO. OF SHARES Low CLOSE v CHANEE HS!
01/06/1999 9,685,000 0.106 0.101 0.104] 1.86 12,3€3.860
02/06/1999 13,594,000 0.112 0.102 0.109 4.81 12,458.640
03/06/1999 5,860,000 0.112 0.104 0.106 -2.75 12,471.610
04/06/1999 3,150,000 0.108 0.104 0.104 -1.89 12,415,540
07/06/1999 1,436,000 0.108 0.103 0.105 0.9 12,837.380
08/06/1999 5,090,000 0.108 0.104 0.104 -0.95 12,384 860
09/06/1999 21,160,000 0.110 0.100 0.102 -1.82 12,874.420
10/06/1299 13,440,000 0.103 0.100 0.100 -1.96 12,328.210
j 11/06/1999 8,600,000 0.100 0.082 0.080 -10.00 12,882.760
14/06/1999 €,480,000 0.094 0.083 0.093 3.33 13,007.570
15/06/1999 2,200,000 0.092 0.083 0.080 -3.23 12,828.410
18/06/1999 2,800,000 0.090 0.085 0.089 -1.11 13,155,120
17/06/1999 23,520,000 0.118 0.088 0.113 26.97 13,408.270
21/06/1299 240,500,000 0.105 0.090 0.092 -18.58 13,684.230
22/06/1999 28,160,000 0.094 0.090 0.082 0.00 14,004.880
23/06/1999 18,750,000 0.083 0.088 0.090 -2.17 13,875.040
24/06/1999 17,100,000 0.091 0.088 0.086 -4.44 13,780.120
25/06/1999 19,080,000 0.096 0.087 0.08s 3.49 ©13,784.510
28/06/1999 3,970,000 0.092 0.087 0.087{ -2.25 13,840.290
22/06/1929 13,420,000 0.088 0.083 0.085; -2.30 13,765,490
3C/06/15¢8 €,3289,000 0.085 0.081 0.083 -2.35 13,832.140
02/07/1929 12,800,000 0.086 0.082 0.083 0.00 14,184.580
CS/07/1929 13,252,000 0.0QOi 0.082 0.0S0 8.43 14,5C8.740
! C6/07/1959 3,808,000 0.088‘ 0.083 0.086 . -4.44 14,372,610
07/07/1999 15,628,000 0.085 0.086 0.083 8.1 4‘ 14,257.440
08/07/1959 25,920,000 0.103 0.092 0.098 5.38 14,228,300
08/07/1829 11,144,000 0.098 0.0s3 0.087 -1.02 14,222 870
12/07/1689 17,570,000 0.106 0.096 0.098 1.03 14,C€1.840
13/07/1983 8,710,000 0.100 0.094 0.056 -2.04 13,880.820
14/07/1998 7,190,000/ . 0.095 0.090 0.0s0 -6.25 13,578.570
15/07/1999 4,600,000 0.091 0.088 0.091 1.11 13,753.880
16/07/1559 1,748,000 0.080 0.088 0.088 -2.20 13,548.240
18/07/1859 410,000 0.089 0.085 0.085 - -4.49 13,447.130
20/07/1989 1,300,000 0.088 0.085 0.087 235 13,6CC.400
21/07/19¢9 320,000 0.085 0.083 0.085 -2.30 13,412.860
22/07/1989 10,438,000 0.084 0.089 0.093 9.41 l 13,3€8.060
23/07/1589 3,420,000 0.083 0.088 0.090' -3.23[ 13,062.700
26/07/1999 3,270,000 0.083 0.085 0.0851 - -5.56 12,882.320
27/07)1999 260,000 0.085 0.081 0.084 -1.18 13.072.090
28/07/1598 2,350,000 0.086 0.084! 0.08S 1.1 9; 13,140 420
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TRADING STATISTIC

: 00385 - CHINNEY ALLI
Date Range : Apr 1999 - Qct 1999 Total

Min Price 0.030 Daily Averaé'e :
Max Price 0.520 Average Price :

5,906,110,570 shares
41,014,657 shares
0.12¢

000Dy

DATE NO. OF SHARES HIGH Low CLOSE % CHANGE HSI
28/07/1399 1,100,000 0.086 0.084 0.086 1.18 13,117.840
30/07/1999 1,600,000 0.086 0.084 0.086 0.00 13,186.860
02/08/1999 150,000 0.086 0.084 0.086 0.00 13,435.430
03/08/1599 180,000 0.083 0.082 0.084 -2.33 13,473,840
04/08/1999 1,580,000 0.084 0.080 0.080 -4.76 13,891.020
05/08/1999 1,050,000 0.081 0.080 0.081 1.28 13,254,340
06/08/1999 1,120,000 0.080 0.075 0.080 -1.23 13,167.060
09/08/1999 0 0.080 0.080 0.080 0.00 12,945.470
10/08/1989 500,000 0.080 0.080 0.079 -1.25 12,586.710
11/08/1999 0 0.079 0.079 0.079 0.00 12,437.800
12/08/1999 200,000 0.082 0.082 0.078 -1.27 12,779.750
13/08/1893 3,880,000 0.074 0.066 0.071 -8.97 12,€08.180
16/08/1999 1,170,000 0.074; 0.070 0.070 -1.41 12,894.780
17/08/1889 1,000,000 0.063 0.067 0.069 -1.43 12,783.160
18/08/1989 1,700,000 0.070 0.070 0.070 1.48 12,£83.100
19/08/1998 0 0.070 0.070 0.070 0.00 13,403.590
20/08/1989 0 0.070 0.070 0.070 0.0 13,5€6.740
23/08/1259 50,000 0.066 0.066 0.066 -5.71 13,£73.660
24/08/1989 160,000 0.066 0.066 0.063 3.03 13,£33.870
25/08/1899 2,678,000 0.070 0.067 0.070 2.94 13,479.130
256/08/1989 1,680,000 0.074 0.068 0.074 S.71 | 13,5C8.380
27/08/1989 £00,000 0.074 0.074 0.074 0.00 13,383.130
30/08/1599 0 0.074 0.074 0.074 0.00 13,628.660
31/C8/1559 200,000 0.070 0.070 0.074 0.00 13,482.770
01/09/1599 600,000 0.070) 0.068 0.070|. -5.41 13,544,160
02/08/12929 110,000 0.068 0.067 0.068 -2.86 13,367.880
03/09/1999 £30,000 0.066 0.068 0.068 -2.84 13,178.310
0€/C8/1559 2,154,000 0.073 0.069 0.072 9.08 13,285.160
07/09/15¢9 £€,500,000 0.084 0.070 0.078 8.23 13,358.080
08/05/1989 5,440,000 0.080 0.080 0.085 8.57 13,286.630
08/08/1559 $84,000 0.085 0.082 0.082 -3.53 13,854.880
10/08/1859 2,110,000 0.083 0.078 0.083/ 1.22 13,858,930
13/09/1959 30,840,000 0.087 0.085 0.097 16.87 13,8€0.850
14/C8/1589 25,470,000 0.100 0.089 0.083 412 13,804.030
15/08/1988 17,250,000 0.086 0.052 0.082 -1.08 13,430.600
17/09/1955 14,700,000 0.100 0.080 0.100 8.70 13,484.840
20/09/1559 29,476,000 0.105 0.100 0.104 4.00 13,472.370
21/09/1989 57,833,142 0.1 25. 0.105 0.116 11.54 13,420.460
22/081 999! 72,378,000 0.12S 0.114 0.127] 9.48 13,187.620
23/09/1999i 0| 0,127‘i 0.127; 0.127 0.00 13.214.440
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TRADING STATISTIC

Stock Code : 00385 CHINNEY ALLI
Date Range : Apr 1999 - Oct 1999 Total B 5,906,110,570 shares
Min Price : 0.030 Daily Average : 41,014,657 shares
Max Price 0.520 Average Price 0.126
DATE NO. OF SHARES HIGH Low CLOSE % CHANGE HSI
24/09/1989 198,103,028 0.206 0.118 0.206 62.20 13,032.070
27/09/1599 0 0.206 0.206 0.206 0.00 12,760.460
28/09/1989 0 0.206 0.208 0.206 0.00 12,844.930
29/09/1999 0 0.206 0.206 0.206 0.00 12,834.890
30/09/1889 675,350,013 0.480 0.235 0.425 106.31 12,733.240
04/10/1599 364,803,000 0.520 0.420 0.430 1,181 12,878,880
0S/10/1999 327,431,254 0.460 0.300 0.335 -22.08 12,998.890
06/10/1899 186,569,133 0.385 . 0.335 0.345 2.99 13,017.980
B 07/10/1998 272,258,000 0.425 0.345 0.415 20.29 13,113.200
’ 08/10/1889 232,720,000 0.445 0.375 0.380 -8.43 13,112.420
11/10/1599 0 0.380 0.380 0.380 0.00 12,8952.720
12/10/1899 0 0.380 0.380 0.380 0.00 12,7598.350
13/10/1938 249,227,000 0.445 0.340 0.405 6.58 12,475.870
14/10/1999 88,762,000 0.410 0.380 0.360 ~11.11 12,436.820
15/10/1559 81,239,000 0.375 0.320 0.330 -8.33 12,288.000
19/10/1229 71,167,000 0.315 0.255 0.280 -18.15 12,134,130
20/10/1999 61,648,000 0.320 0.280 0.280 3.57 12,458.560
21/10/1598 2€1,870,000 0.375 0.300 0.365 25.86 12,523.000
22/10/1889 449,949 000 0.425 0.375 0.380 4.11 12,8€2.080
25/10/1888 105,340,000 OAOO! 0.365 0.370 -2.63 13,024,180
26/10/1888 118,830,000 0.2390 0.345 0.385 4.05 12,757.380
27/10/15€5 275,778,000 0.410 0.385 0.380 1.30 12,709.070
28/10/1893 10€,016,000( - 0.400 0.260 0.360 -7.69 12,758.880
/ 25/10/1989 74,921,000 0.285 0.345) 0.350 -2.78 13,258,980
‘4

Page 4



(6661/01 - 6661/10) abuey ajeq

i
oD

oL/61 60/¥C 60/20 80/Z1 loree Q0/08 90/80 S0/81 vo/le po/1Lo
0- i ¥ : Ty - 4 v eyt MARemas Aot SRS R R T 4 0
0LL°0 E‘__ h__:_ _E ____ Tt 1 b 1
0,00~
- 000'000'00S
0€0°0 1
0el 0 T .h
' 4 000'000°'000'L
0€EC0 T
oeeo + <+ 000'000'00S'L
i
i
0ey'0 T
-+ 000'000'000'2
0€ES0
alld awmnjon

I'TTV AINNIHD - G8€00 - 300D Y20.1S



Annexure “D”

ANNOUNCEMENT OF CHINNEY ALLIANCE GROUP LIMITED
PUBLISHED ON THE PRESS DATED 30™ SEPTEMBER 1999
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12 NOTICES HONG KONG STANDARD 30 SEPTEMBER 1999

A

The Stock Exchange of Hon 8 Kong Limited 1akes no responsibility for the contents of this announcement, makes no representaiic

as 1o iis accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from cr
reliance upon the whole or any part of the contents of this announcemeny,

qgg Chinney Alliance Group Limifced

b | (Incorporated in Bermuda with limited liability)

- PLACING AND SUBSCRIPTION.OF SHARES

SUMMARY :

Multi-Investment Group Limited ("Multi-Investment™), a substantial sharcholder-of Chinney Alliance Croup Limited (14
“*Company™), has on 28th September, 1999 agreed to place, on a best efforts basis, (the “Placing™) 205,318,985 existing share
of HKS0.01 cach in the Company (the “Placing Shares") through APC Securities Company Limited (the “Placing Agent™) ¢
indepeadent investors at a price of HKSO0.11 per Placing Share and 1o subscribe (the “Subscription™) for 310,499,164 new
ordinary shares of HKS0.01 each in the Company (the “New Shares™) also at a price of HKS0.11 per New Share which is the
same as the placing price. The Placing Shares amount to approximately 12.20% and 10.30% of the existing and enlarged
issued share capital of the Company following the completion of the Subseription. :

The inteaded use of the net procezds of the Subscription of approximately HKS33 million is described below.

Multi-Investment is the registered owner of 246,880,303 shares of HXS0.01 each in the Company, represeating approximately
14.67% of the issued share capital of the Company. In additicn to this holding, Multi-Investment has exercised an option (the
“Option™) on 22nd Septzmber, 1999 1o purchase an additional 323,057,500 shares of HKS0.01 ‘each in the capital of the
Company (the “Option Shares™) from The Sumitomo Bank, Limited (acting as agent on behalf of six banks) (“Sumitomo”), !
The purchase of the Option Sharcs is completed-on 29th September, 1959, Multi-Investment at preseat bencficially holds
569,937,803 shares of HKS0.01 in the Company Tepresenting approximately 33.87% of the total issued ordinary shares prior to
the Placing and the Subscription.

The percantage of sharcholding of Multi-Investment in the Company immediately after completion of the Placing but befors
completion of the Subscription wiil be approximately 21.67% and immediately after completion of both the Placing and the
Subscription will ba approximately 33.87%. - . .

wce Grous

[N

(o]

PLACING AND SUBSCRIPTION AGREEMENT DATED 28TH SEPTEMBER, 1999

-. Yeador

Multi-Investment, a company incorporated in the British Virgin Islands and 2 substantial sharcholder of the Company, is a wholly

owned subsidiary of Chinney Investments, Limited, a company listed on The Stock Exchangz of Hong Kong Limited (the “Stock
Exchange™), : :

Number of Shares ta be placed

205,318,985 Shares of HKS0.01 each in the Company (the “Shares™) representing approximately 12.20% and 10.30% of ths
existing and enlarged issued share capital of the-Company respzctively following the camgletion of the Subscription.

Placing Agzent

The Placing Agent is an associated company of the Company and has agrszd 1o place the Placing Shares on a2 best =fforts basis.
Fezs payable to the Placing Agent ars 2.5% of the Subscription procesds. ’
Placees ) '

The placass and their respective allotments of the Placing Shares are set out below:

% of existing % of enlarged

No. of Placing issued share issued share

Shares . capital capital

Mr. Bernard Pouliot 115,318,985 6.85% 5.79%
Goldstone Trading Limited 90,000,000 5.35% 4.51%
Total 205,318,985 12.20% 10.30%

The placess and their respective beneficial owners are independeat of and not connected with the dircctors, chief sxecutive or
substantial sharcholders of the Company or its subsidiaries or any of their respective associates (as defined in the Rules Governing
the Listing of Securities on the Stock Exchange). Similarly; the placzes arc independent of Chinney lnv:stmcnls_. Limited and
Multi-Invzstment and their respective subsidiaries and associates. Mr. Bernasd Pouliot was previously group managing director of
the Comcany prior to his resignation effective [Sth Scptember, 1998. Goldstone Trading Limited is jointly beneficially owned by
Mr. Rick Siemens and Ms. Chun Siu Fun,

Mr. Pouliot and Mr. Siemens are both directors and sharchelders of Distacom Communications Limited ("Distacom™), a privately
owned company incorporated in 1979 involved in the teieccommunications industry. Distacom is independent of and has no curreat
business zngagements nor other relationships with the Company. The directors of the Company (the “Dirgcxors_") consider that the
placess’ background and experiencs in technology and telccommunications businesses will be beacficial in assisting the Company
1o identify and sourcs suitable oppertunities in the field of technology and iclecommunications. Currently no specific acquisitions
aré under acgotiation. :

PLACING AND SUBSCRIPTION PRICE

The placing prics is HKS0.11 per Share, which is the same as the subscription price. This prics was agreed after arm’s length
negotiations and represents:

(iy  a discount of approximately 46.60% (o the closing price of HXS0.206 per Share prior to suspension of trading of Shares at
3:33 p.m. on 24th September, 1999:

(ii) - a discount of approximately 13.39% 10 the i:losing price of HKS0.127 per Share on the fast full day of stock trading on 22ad
September, 1999; and

(iii) a premium of approximately 12.36% over the average closing price of HKS$0.0979 per Share as quoted on the S:gck
Exchange for the last ten trading days on which Shares were traded fer a full day during the period up 10 and incivding 22ad
September, 1999, -~ -

COMPLETION OF THE PLACING 0y7

The Placing is unconditional. Completion will take placc an or before 5th Cctober, 1999,

SUBSCRIPTION FOR THE NEW SHARES .

The subscriser for the New Shares is Multi-lavesunent which is the registered owner of 246.880,303 Shar=c rcpr:‘sfi\“ll!z:

Avproxtna }4.67% pf the =xisting issued share capital.of the Company. As detailed above, Multi-Investment has _::‘::r:-z‘;-u_“"

Opticn on d Sepiember,. 1999 10 purchase a1 additienal 323,057,500 Shares <rom Sumitomo. The purciiass ot tac Douon
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Number of Shares to be placed '

205.318.935 Shares of HKS0.01 each in the Compaay (the “Shares™) fepresenting approximately 12.20% aad 10.30% of the
existing and snlarged issued share capital of the Company respectively following the complezion of the Subscription.
Placing Agent

The Placing Agent is an associated company of the Company and has agreed 1o place the Placing Shares on 2 best efforts basis.
Fees payabie to the Placing Agent are 2.5% of the Subscription procecds.

Placees _
The placees and their respective allotments of the Placing Sharcs are set out below:

% of existing % of enlarped

No. of Placing issued share issued share

Shares . capital capital

Mr. Bernard Pouliot 115,318,985 6.85% 5.79%
Goldsione Trading Limited 90,000,000 5.35% 4.51%
Total 205,318,985 12.20% 10.30%

=
The placess and their respective beneficial owners are independeat of and not connected with the directors, chief executive or
substantial sharcholders of the Company or its subsidiaries or any of their respective associates (as defined in the Rules Governing
the Listing of Securitics on the Stock Exchange). Similarly, the placces are independent of Chinney Investments, Limited and
Multi-Investment and their respective subsidiaries and associates. Mr. Bernard Pouliot was previously group managing director of
the Company prior to his resignation effective 15th Scptember, 1998. Goldstone Trading Limited is jointly beacficially owned by
Mr. Rick Siemens and Ms. Chun Siu Fun,
Mr. Pouliot and Mr. Siemens are both directors and sharcholders of Distacom Communications Limited (“Distacom™), a privately
owned company incorporated in 1979 involved in the telecommunications industry. Distacom is independent of and has ao current
business eagagements nor other relationships with the Company. The directers of the Company (the “Directors”) consider that the
placees’ background and experience in technology and telccommunications businesses will be beaeficial in assisting the Company
io identify and source suitabie opportunitics in the fieid of lechnology and teieccommunications. Curreatly no specific acquisitions
are under ncgotiation, - ) '

PLACING AND SUBSCRIPTION PRICE . . )
The placing price is HKS0.11 per Share, which is the same a5 the subscription price. This price was agreed after arm's length
ncgotiations and represeats:

(i) adiscount of approximately 46.60% to the closing price of HKS$0.206 per Share prior to suspension of trading of Shares at
3:33 p.m. on 24th September, 1999; : :

(i) - a discount of approximately 13.39% 1o the closing price of HKS0.127 per Share on the ast full day of stock trading on 22nd
September, 1999; and

{iii) a premium of approximately 12.36% over the average closing price of HK$0.0979 per Share as quoted on the Stock
Exchange for the last ten trading days on which Shares were traded for a full day during the period up.to and including 22nd
September, 1999,

COMPLETION OF THE PLACING .
The Placing is unconditional. Caompletion will take place on or befare Sth October, 1999.
SUBSCRIPTION FOR THE NEW SHARES

The subscriber for the New Shares is Multi-Investmeat which is the registered owner of 246,880,303 Shares represeting’

approximately [4.67% of the exisfing issued share capiual.of the Comapany. As detailed above, Multi-Investment has éxercised an
Option on 22nd S'cplcmbcr,.l99“9 to purchase an additional 323,057,500 Shares.from Sumitomo. The purchase of the Option
Shares is completed on 29th September, 1999, and Multi-Investment at present beneficially holds 569,937,803 Shares, repraseating
an approximaic interest of 33.87% of the issued share capital of the Company before the Placiag and the Subscription.
MANDATE TO ISSUE NEW SHARES .

The Directors were granted a general mandate on 30th June, 1999 to allot and issue and otherwise deal with up to 310,499,164

new Shares, which mandute is in force and_has not bezn amended or revoked. No Shares have bezn allotted, issued or otherwise
alt with surew; andate. ) .

RANKING OF THE NEW SHARES ) . .

The New Shares will, whea issucd and allotted, rank pari passu in all respects with the existing Shares of the Company.
CONDITIONS OF THE SUBSCRIPTION ) .

Completion of the Subscription is conditional upon the following matters: )

() the Listing Commitiee of the Stock Exchange granting listing of and permission to deal in all of the New Sharss; and

(if) comgletion of the Placing. . ‘ o ‘ \;.
Application will be made to the Listing Committee of the Stock Exchange for the listing of and permission to dzal jn the New
Shares. ’ .

COMPLETION OF THE SUBSCRIPTION B ‘ o i
Thclsubscriction will taks place within two business days after the satisfaction of the conditions and is expected to taks place on
or before 13tk Octaber, 1999.. o B y
SHAREHOLDING OF MULTI-INVESTMENT BESORE AND AFTER THE PLACING AND THE SUBSCRIP’I‘I'(;D. o
The number of Shares and percentage of sharcholding of Multi-Investment in the Company immediatzly before completion lo the
Placing, immsdiately after completion of the Placing but before completion of the Subscription, and 3mm=dxatc!y after completion
of both the Placing and the Subscription are as follows: "

i ’ iately i iately after completion
I diately befor - Immediately after completion Immediatel :
c:‘:pele]t:iio:{:{ tché : of the Placing but before of both the Placing and the
Placing . completion of the Subscription Subscription )
569,937,803 Shares representing 364,618,818 Shares representing 675,117,982 Sh}a.srcss_’r;pr;scmmg
approximately 33.87% of approximately 21.567% of . approximately 33.87 lo
the existing issued share capital " the existing issued share capital theissued share capital as

. enlarged by the Subscription
The =xisting issucd share capital of the Company is HKS16,824,958.20 divided into 1,682,495,820 Shares.

REASONS FOR THE PLACING AND THE SUBSCRIPTION . B ) ) .
Ia view of current market conditions, the Dircctors consider the Placing is a good opportunity to raise capital ;far lbthapr?npc:::y
and provide funds for future investment in businesses involved in the fields of technology and telecammunications. The Placing
will provide cash inflow 1o strengthea the financial position of the Company.
USE OF PRCCEEDS : ) o o .
All costs and sxpenses incurred by Multi-Investment in connection with the Placing and the Subscriptinn are to be borne by the
Company. . ‘ ' - .
The net proczeds of the Subscription will amount to approximately HKS33 millioa, o{ which approximately H:(SIO':ul.l.xogswr!ol:
be used for the general workiag capital of the Company and approximately HXS23 million will be ressrved to provi c,{‘:-‘:: e
possibie future investment in technology and/or telecommunications businesses. There are however currently no specifi
acquisition under negotiation.
RESUMPTION OF TRADING -
At the request of the Company, trading in the Shares of the Company oa the Stock Exchange has beea su;pcnficq Wllglr-f{csﬂo?f?h"‘;
3:33 p.m. on l4th Sepiember, 1999. Application has beea made to the Stock cxchange to resume trading in the Share
Company an ihe Stock Exchange at 10:00 a.m. on Thursday, J0th September, 1999, QO
By Grdzr of the Board 1Y) o]
Stephen Sck-Kee Yu

\ Zirecror
Hone RKaae TR0 20th Sentember. 1999
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INSIDER DEALING TRIBUNAL

IN THE MATTER of the Securities
" (Insider Dealing) Ordinance, Cap 395

and

IN THE MATTER of an Inquiry into
certain dealings in the listed securities of
Chinney Alliance Group Limited

Tribunal: Chairman: The Hon Mr. Justice McMahon

Members: Mr. Benny YEUNG Yuen-bun

Mr. PANG Hon-chung

Date of Hearing: 15™ June 2004
Date of Determination: 16™ June 2004

Date of Reasons for Determination
being handed down: 29™ June 2004



REASONS FOR DETERMINATION

On the 15" June Mr. Jonathan Harris representing the
implicated person Joseph LAU made an application that the
evidence of Mr. Toby Heale, who was to be one of two expert
witnesses to give evidence before this Tribunal, be excluded.
Mr. Heale was to give evidence as to the price sensitivity of
information concerning a proposed placement of Chinney
Alliance Group Ltd. ("Chinney") shares, as that information
evolved during discussions held on the 24™ September 1999.
That issue forms a major part of the subject matter of this

inquiry.

On the 16" June I ruled Mr. Heale's evidence to be
inadmissible. I said at that time I would give reasons for that
ruling in due course and I now do so.

Section 8 of the Ordinance concerns what amounts to
relevant information for the purposes of an insider dealing. It
is in these terms:

“8. '""Relevant information"
In this Ordinance “relevant information” (5§78 &) in relation to a
corporation means specific information about that corporation which is not

generally known to those persons who are accustomed or would be likely
to deal in the listed securities of that corporation_but which would if it

lly | | be likel all fect . f
those securities.,” (emphasis added)



Mr. Toby Heale is a person of considerable experience
in things pertaining to the trading of shares of listed companies
on a stock exchange and has particular experience in this regard
in Hong Kong. There was no challenge mounted to his
expertise. The purpose of his giving evidence in this inquiry
was to assist us with his opinion as to whether the information
arising out of negotiations on the 24™ September 1999 as to a
placement of Chinney stock to two Hong Kong persons Mr.
Bernard Pouliot and Mr. Rick Siemens was price sensitive in
terms of section 8 of the Ordinance.

Mr. Harris's objection to Mr. Heale's evidence was
based, quite simply, on the fundamental allegation that Mr.
Heale had stepped outside the parameters of his expertise and
had proceeded to offer, in the terms of his witness statement,
opinion evidence as to the credibility of the evidence of other
witnesses, including the implicated parties, on the basis of the
contents of their witness statements, and purported to make
findings of fact which were within the sole jurisdiction and
responsibility of the Tribunal and that he had generally offered
opinions on matters outside his experience and expertise.

The contents of Mr. Heale's statement in my view do
extend beyond the proper parameters of his expertise and
particularly that part of his expertise which was to be the basis
of his evidence before this Tribunal.

A few examples of the contents of his witness
statement serve to illustrate this.

He analyses the documentary evidence in an attempt to
determine the state of Joseph LAU's knowledge of the progress
and content of the placement discussions:-



"The question remains: did Joseph Lau hear the dialogue
between Kenneth Lam and Stephen Yu, but see below. At
15:17 hrs Joseph Lau made a phone call, - and he made it to
Eric Fung of Tai Fook Securities, so it would appear that he did
go in and out of the meeting. However, (at 2/096/ 164) Joseph
Lau claimed he never left the meeting.

Dr Wong did not attend this meeting. At (4/011/24) Joseph
Lau states he stayed in the meeting for 10 minutes only, but the
meeting went on until 3.30. Conflicting evidence exists, but
there is proof that Mr Lau knew the content of the meeting.

At (4/014/33) Joseph Lau states that: "Mr Lam said APC has
the intention to do the top-up placement but no documentation
were ready, nothing specific was known to us, so basically we
just finished the meeting and walked back to the office."

However, Joseph Lau made some most telling telephone calls
referred to in detail below where he placed some share buying
orders and during which he also discussed information that
could only have been gleaned from the meeting.

Joseph Lau knew that APC wanted to do the top-up placement
for CAL and that top-up placement would not meet the same
objections as the placement on 23™ September had met from
the HKSE (4/015/11).  Therefore, APC had found a way round
the problem that had faced CAL with the previous placing
attempt the day before."

He draws conclusions as to how widespread the
knowledge of the identity of the placees was and whether Joseph
LAU was aware of their identity:

"On (4/018/28) Joseph Lau claimed that nothing about the
buyers was mentioned at the meeting and he never knew the

identities of the placees. The identity of the buyers was



common knowledge the day before and only the names they
would use remained unknown. [Note the names they would
use only refers to the booking names, such as the company that
would actually hold the shares. This is marginally different
from a nominee, but the effect is largely the same in terms of

importance]. That is no guarantee that Mr Lau knew the
previous day, however.

At (4/032/5) Joseph Lau said that: "we don't know who the
placees were." This is not true in the strictest sense, but

depending who 'we' might be and also in what he means by:

'‘who'.  Certainly during the 23" a number of people in MIG,
Cl and CAL knew who the buyers were going to be, (i.e. all
those mentioned above who had attended the various meetings)
but that is not a guarantee that Joseph Lau knew then. Also
they knew who the Principals were, but they didn't know what
names the Principals might use.  This is despite the
protestation of Joseph Lau when he said: "we don't know" and

"who the buyers would be". ...."

He deals with the credibility of Joseph LAU:

"The identity of the buyers (placees) at a top-up placement was
of critical interest to CI because CI would need to know that
they could get their shares back. [This is just part of the
procedure for a top-up placement. Existing shares are lent to
the buyers and replaced with pari passu new shares at a later
date. The lent shares need then to be returned.] This is
entirely contrary to the claim by Joseph Lau at (3/226/24): We
are not interested." The truth is they were interested and it is

also true to say that the identities of the buyers (placees) was



known. JL also claims at (3/226/31)" It's not determined — it
wasn't determined at the meeting either as a conditional or

unconditional placement so we don’t know."

Joseph Lau is wrong when he says the meeting on the 24%
September in the afternoon was "a very preliminary stage"
(3/228/32). It wasn't| It resulted in "a done deal" according
to Kenneth Fung at the end of the meeting after 15:00 hrs.

Joseph Lau is wrong when he claims, "I did not know" when
answering "Why would the Stock Exchange allow the
suspension? (of CAL shares at 15:33 hrs. on 24™ September)
He did know the shares would be suspended, and reference to
the telephone call |with Eric Tong demonstrates that.
(10/278+9/end+top)."

and eventually concludes that Joseph LAU knew of the price
sensitive information:

"Lau, in interview, said he was talking rubbish when he made
3/279/all). However, Sunday is the
company associated with Mr Rick Siemens and it is reasonable
to conclude that Mr Lau knew that. In fact, Mr Lau has made

exactly the connection Mr Siemens was worried about. Mr

the remarks above.

Siemens also had been working with Mr Simon Murray
beforehand.

In the afternoon he bought heavily at higher prices because it
had become fact to Lau that the placing would go ahead.
Mr Lau says: "You'll understand why after you have read the

announcement tomorrow." Therefore, I believe Mr Lau knew



the price sensitive, relevant information that had been generated

at the meeting Mr Lau had attended."

To a lesser extent M
credibility of the other in
approaches the issue of her s

[r. Heale offers his opinion as to the

nplicated party Rozalia PUI and
tate of knowledge:

"Both Mr Lau and Ms

during lunchtime, on

 Pui claim that, during a telephone call
24" September Ms Pui gave Mr Lau

instructions to buy 8 to 9 million CAL shares carefully during

the afternoon.

There is no record of this call.

I flag a limit to my knowledge

because I do not know about telephone companies' records. I

assume they are both Therefore if

accurate and complete.

such a call took place

log.

Ms Pui maintains she
of 24" September, but

it would be logged. There is no such

had to attend a meeting in the afternoon

no record of any such meeting exists.

Pui claims that she rang Lau on the (mobile) phone during

order with him. (6/123/286), but no
ists.

lunchtime to place an

record of such a call ex

In Ms Pui's statement on 6/132/386. In answer to the question:
"Why did you approach Joseph Lau?" answers: "He's my
friend...that's it. It's so simple."

Ms Pui also states that
"I
No, I h

her reason for buying the shares of CAL
so heavily was ...

(laughing).

don't have much knowledge about it

ave little knowledge about securities




Joseph LAU and Rozalia P

the wrong basis. He has

trading. There are so many companies. That's it" In
answer to a question about CAL's business sector Pui replies:
"does it deal in investments? Investments right? Probably"
(laughing). "Or conglomeration. I don't know." (6/159/691).
Later in response to the same question Pui replies, "There
wasn't any logic. I
(6/159/697)

ean I didn't have a special reason."

I do not know when
know when Ms Pui

question, or if in fact, she ever did. Therefore, I cannot opine

s Pui dealt, and I am not convinced I

laced the order to buy the shares in

whether or not Ms Pui ever had price sensitive inside

information at a relevant time, or even if she had it at all."

He speculates about a profit sharing agreement between

"..... There could be an interpretation that would suggest that if
Ms Pui bought CAL shares at that time when she would make
the money to repay| the loan because Joseph Lau says,
(3/044/362) "After this execution, all had been repaid". If
'this execution' means|the purchases and sales by Ms. Pui in
CAL shares, then it could be inferred there might be a profit

sharing agreement."

Mr. Heale, in arriving at his opinions, has proceeded on
alyzed the evidence, consisting of

the witness statements of other witnesses including those of
Joseph LAU and Rozalia PUI and arrived at or attempted to
arrive at conclusions of fact concerning the state of knowledge

of those persons and made comments as to the reliability of

|
|
‘ 8
\
|
|
[
|



those persons' evidence.
of the Tribunal.

An expert witness
opinions to a court or tribun

Such functions are exclusively those

is allowed in evidence to express
al on subject matters material to the

resolution of issues which the court or tribunal is not completely

familiar with and where the

court or tribunal would be assisted

in its knowledge and understanding of those matters by an

expert's opinion.

An expert so far as possible should not give evidence as
to the ultimate issue which has to be determined by the court or

tribunal, i.e. the issue the re

solution of which is the reason the

court or tribunal has been convened.

Certainly an expert should not purport to express

opinions on matters
responsibility and function
question of credibility of wit

which

lie peculiarly within the
of the court or tribunal, e.g. the
nesses or, generally, findings of fact.

These are matters in respect of which courts and tribunals
require, in the usual course, no assistance.

It is true that over the years there has been recognition
that expert witnesses on occasion have to give evidence in terms

which are indistinguishable
the ultimate issue before the

from their providing an opinion on
court or tribunal.

In R — v — Stockwell (1993) 97 Cr. App. R. 260 Taylor

C.J. said:-

"Whether an expert can give his opinion on what has been called the
ultimate issue, has long been a vexed question. There is a school of

opinion supported by some

(1821) Russ & Ry. 456,

authority doubting whether he can (see Wright
458). On the other hand, if there is such a




prohibition, it has long been more honoured in the breach than the
observance (see the passage at page 164 in the judgment of Parker L.J. in
Director of Public Prosecutions v. A and B.C. Chewing Gum Ltd. [1968] 1
Q.B. 159 and the cases cited at page 501 of Cross on Evidence (7" ed.).

Professor Cross at page 500 of that work said:

"It is submitted that the better and simpler solution, largely
implemented by English case law, and in civil cases recognised in
explicit statutory provision, is to abandon any pretence of applying
any such rule, and merely to accept opinion whenever it is helpful to
the court to do so, irrespective of the status or nature of the issue to
which it relates."

The same view is expressed by Tristram and Hodkinson in their work on
Expert Evidence Law and Practice at pages 152 to 153, where, after
referring to the case of Wright they say that in that case the expert witness
could not express an opinion as to whether the particular facts before the
court constituted an act of insanity. He could, however, state what types
of behaviour demonstrated insanity in persons generally, from which the
jury could draw inferences in that particular case. The learned authors
went on as follows:

"There is little doubt however that such a distinction is not now
rigorously observed, and given that expert evidence of this kind is to
be put before a jury, it may be suspected that the often casuistic
distinction between the general and the particular is either ignored by
juries, or seen as a distinction of form rather than substance. It has
been suggested too that some defences in criminal proceedings can in
effect only be raised by adducing expert evidence, and that: 'it would
put an insuperable difficulty in the way of insanity' if such evidence
were to be excluded by an ultimate issue or other analogous rule."

The rationale behind the supposed prohibition is that the expert should not
usurp the functions of the jury. But since counsel can bring the witness
so close to opining on the ultimate issue that the inference as to his view is
obvious, the rule can only be, as the authors of the last work referred to say,
a matter of form rather than substance."



But those statements should not be misunderstood.
The judgment did not mean that expert witnesses have open
season to express their views on the range of issues of
credibility and fact which arise in a case or inquiry and in
respect of which the court or tribunal is responsible for
providing, and is best qualified to provide, an answer. The
judgment simply means that in the circumstances of some cases
an ultimate issue to be determined by the court or tribunal may
be an issue which itself falls within the ambit of a particular sort
of expertise and can be best resolved by reference to the
evidence of experts in that area. That is not the position in the
present case.

Rather it is apparent from Mr. Heale's statement that he
has purported to make findings of fact which in the general
course of events would have been matters this Tribunal itself
may have come to consider. And in the course of doing that he
has assessed the reliability of various witnesses including that of
Joseph LAU and Rozalia PUL

That is something which, quite simply, he should not
have done. He should have restricted his witness statement to
his opinion, and the reasons for that opinion, as to whether
information suggesting a proposed placement of a certain
quantity of Chinney shares to either or both of Messrs. Pouliot
and Siemens as of the 24™ September 1999 was price sensitive.
He should have examined the factors which would have made
that information more or less price sensitive and again given
reasons why in his opinion that was so. As it is he has, in my
view, intruded heavily into areas which are solely within the fact
finding jurisdiction of the Tribunal.

11



He may have done so as the result of the questions he
was asked to answer in the course of his witness statement.

Those questions were as follows:

1. Whether, during the period of investigation, relevant
price sensitive inside information regarding the shares
of Chinney Alliance Group existed and if it existed,
when it came into being; and

2. Having read the materials provided, whether the
information apparently in the possession of Mr. J oseph
LAU and Ms. Rozalia PUI was relevant price sensitive
inside information regarding the shares of Chinney
Alliance Group, at the time they traded, if in fact they
did. [paragraphs 7 and 8 of Heale's expert report at
16:E2:238]

In my view those questions go too far and wrongly
suggested to Mr. Heale that his brief was much wider than it
should properly have been. In particular the second question
asked of Mr. Heale may well have prompted him to embark
upon the general fact finding exercise he did.

Nevertheless, for whatever reason, Mr. Heale's
proposed evidence, as set out in his witness statement, extends
beyond the parameters of what evidence he is required and
qualified to properly give.

I considered whether the offending parts of Mr. Heale's
statement could reasonably be excised and his evidence be
restricted to that which could be properly heard by the Tribunal.



Somewhat reluctantly in view of the cost involved, I
have decided that that cannot be done in fairness to the
implicated parties. For one thing at least one implicated party,
should Mr. Heale give evidence, could fairly conclude that Mr.
Heale has unnecessarily prejudged matters relating to that
party's credibility.

For another this Tribunal in exploring the basis of Mr.
Heale's opinions may well have to reopen the complained of
matters contained in Mr. Heale's witness statement so as to
determine how and on what facts or assumptions Mr. Heale
arrived at a particular opinion.

In short, allowing Mr. Heale's evidence, as contained in
his witness statement before the Tribunal would give rise to an
unnecessary and unacceptable risk of perceived unfairness.
Accordingly it was excluded as evidence and we have directed
ourselves to ignore it.

I should conclude by saying this. Only extremely
rarely, if ever, would an expert witness properly be required to
look at case papers, i.e. witness depositions, exhibits, etc. and be
asked to or be allowed to make findings of fact or findings as to
the credibility of witnesses, or as to what the state of a person's
knowledge was at a particular time, or as to what was said in the
presence of a person. Those are matters purely for the court or
tribunal.

It is far better in proceedings such as the present
inquiry for an expert witness, if his opinion is sought on a
particular matter, to be provided with a specific question or
questions to answer which fall plainly within his expertise and if
convenient be based on hypothetical factual backgrounds or
scenarios which reflect possible findings of fact from the



anticipated evidence to be before the court or tribunal. The
expert's access to the case papers should be for the purpose of
him understanding the context of the matters on which his
opinion is sought and the questions asked of him.

Obviously the actual evidence will inevitably develop
so as to diverge from any such scenarios originally put to the
expert witness at the time he made his statement. That being
so further evidence in that regard can be obtained from the
expert at the time he gives oral evidence. It may occasionally
be desirable for a supplementary witness statement to be made
by him dealing with that additional evidence.

(The Hon. Mr. Justice McMahon)
Judge of the Court of First Instance
& Chairman of the Insider Dealing Tribunal

14
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THE RELEVANT TRADING HISTORY
OF ROZALIA PUI'S ACCOUNT WITH
TAI FOOK SECURITIES COMPANY LIMITED
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TELEPHONE CALLS BETWEEN
JOSEPH LAU AND ERIC TANG IN TRANSCRIPT FORM



24/9/99 14:31:22
* * *

(Telephone recording + Paragraph 52) * * *

(Telephone ringing)

[T = Eric TANG]
[L = Joseph LAU]

340. T: Hello?

841. L: Eric?

842. T: Speaking. Joseph.

843. L: Are you stepping it up now?

844, T: Now? Yes. I'm selling it now.

. 845, L. What’s the spread being stepped up now? How’s
it doing?
846. T Well, now, it’s — er — ai, it’s gone up to 155.

3847. L: Well, then you step it up from 5, 6, 7, 8, 9, and so
on.

348. T Yes, have been doing that, have been doing that.

349. L: OK.

850. T It’s being left there.

851. L: OK

co
W
19
]

OK, bye-bye.

<o
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=

Bye-bye.

71 )

o —

-t

Poesh



S’

%

859.

860.

861.

862.

366.

368.

369.

870.

%k

24/9/99 14:47:15

*

e A

=3

(Telephone recording - Paragraph 54) * *

Hello. Eric. [T
[L

Eric TANG]
Joseph LAU]

Eric?

Speaking. Joseph.

Is it all gone?

Yes, all sold just now.
Amen. So soon.

So soon (laugh)? I've been, have been, have been

queuing for a number of different prices.

L:

I'know that. The people didn’t have a chat with

you all along, they just, for each board lot, almost ----

T: Right. I'saw people taking up one million by one
million.
L: Al (sigh). (T: Yes.) Doesn’t matter. We’ll have

share placement a moment later. Don’t worry about that.

T:

Yes (laugh).
(Laugh)
Do you want to get the breakdown now?

Er ---- are you done with my friend?



873.

874. L:
875. T
876. L:
877. T:
(Telephone hung up)

T:

Er ---- your friend just arrived at the reception. I

just come back to ----

OK. You handle her first.

I handle her first? OK, fine ----

OK, bye-bye.

Bye-bye.
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24/9/99

15:01:20

Ms. Noel NG]
Eric TANG]

* * * (Telephonerecording « Paragraph 55) * * *

878. N Mr Lau’s office. Ei

879. T: Hi, Novel. (N: Yes.) May I speak to Joseph
please?

880. N He was just out for a meeting. (T: Yeah --) I
think he should — should come back very soon. (T: Yeah,
yeah.) You're in the office. Right?

&881. T: I'min thé office.

882. N Let me ask him to call you back.

883. T Thank you.

g84. N Thanks, bye-bye.

385. T Bye-bye.

(Telephone hung up)
75
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24/9/99 ' 15:03:59

* * * (Telephone recording * Paragraph 56) * * *
386. T: Hello? [T = Eric TANG]
. [L = Joseph LAU]

887. L: Eric?

888. T: Speaking. Joseph.

889. L: What’s the matter?

890. T: Ah, nothing ---- er ---- that is, would like to tell
you that ---- I've finished Tina’s matters.

891. L: Yes, yes, yes.

892. T Yes, well ---- yep...... (inaudible)

893. L: Well ---- you, you tell me this, that sum after
you’ve receive the money.

394, T Sure, sure.

893 L: OK, thank you.

g96. T OK, bye-bye.

(Telephone hung up)
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24/9/99 15:17:42

* * * (Telephonerecording « Paragraph 59) * * *

[T = Eric TANG]

914. T: Yes, Joseph. [L = Joseph LAU]

915. L: Eric?

916. T: Yes.

917. L: Get me a million at this price now.
918. T: Get a million. OK, sure.

919. L: OK, thanks.

(Telephone hung up)
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24/9/99 ' 15:18:14

* * * (Telephone recording « Paragraph 60) * * *

- .. [T = Eric TANG]
(Sounds of dialling) (Telephone ringing) [L = Joseph LAU]

920. L: Hello?

921. T: Hello, er, Joseph?

922. L: Speaking.

923. T Yes, Eric. It’s now doing 19 cents, I've got you
650,000. (L: Hmm, hmm.) Well, besides, as for the
other one at 189, only 50,000 have been bought. That
means 7, 700,000. Well, another one for 300,000 is still
being put up at 189.

924, L: Er — doesn’t matter. Now, you, at this price,

you — just — take up as many as possible. Getting one
million shares will do.

923. T To get a million all together. (L: Yep.) OK, sure,
OK.

926. L: Bye-bye.

927. T Sure.

(Telephone hung up)
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24/9/99 ' 15:18:58

* * * (Telephone recording * Paragraph 61) * * *

[T = Eric TANG]

(Telephone ringing) [L = Joseph LAU]

928. T: Hello? Yes?

929. L: Hello? Eric?

930. T: Yes, Eric speaking.

931. L: How is 385 doing now?

932. T: Er, it’s doing 189 now, er, 191.

933. L: 191, er - 191, are there, are there 600,000?

934, T: 191. Now, now, 19 cents is also available, 19
cents is available.

935. L: Yep.

936. T Yes.

937. L: 19 cents, 600,000 then.

938. T: You want to — round it up to 600,000?

939. T: Yep.

940. T: OK, fine. You, you, I call vou back later.

941. L: OK, thank you.

(Telephone hung up)
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24/9/99 15:20:52

* * * (Telephonerecording * Paragraph 62) * * *

[T = Eric TANG]

P
942. [L = Joseph LAU]

T Hello? Hello?
943. L: Hello? Eric?
944. T Hello. Eric speaking.
945. L: Yep.
946. T: Yes, just now — er — not the whole block was got.
(L: Yep.) Do you want to hurry up to, take up the
remaining odd sum since the people are taking it up
swiftly?
947. L Yep, yep. What is the amount of the shortfall?
948. T: It’s doing 192, 194 now.
949. L: Yep, yep.
950. T:  Yes.
951. L: How many did I ask for just now?...... (inaudible)
952. T: Er — one moment please.
(Telephone ringing)
955. T: As for 385, you order...... (inaudible) how many

is still nezded for the first order? Yes, 300,000, right?

One moment please. The shortfall is 300,000.



954. L:
now?
955. T:
956. L:
957. T
958. L
959. T:
960. L:
961. T:
(Telephone hung up)

The shortfall is 300,000. Er - what is the price

It’s now doing 195.

Wow, it’s soared so sharply.

Right. The people are seizing it impatiently.
Yep.

Yep ----

To get those 300,000.

To get those 300,000. I'll do it in the market. OK.,

083



24/9/99 15:21:59

* * * (Telephone recording * Paragraph 63) * * *

Eric TANG]
Joseph LAU]

(Telephone ringing) (T
(L

962. L: Hello?

963. T: Yes, this is Eric. Well, now, er, 300,000 at 190
have been got, and 300,000 at 195 have been got.

964. L: Yep, yep.

965. T: OK. Thank you.

966. L: Good.

(Telephone hung up)
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24/9/99 15:22:44

*

* * (Telephone recording * Paragraph 64) * * *

[T
[L

Eric TANG]

(Telephone ringing) Joseph LAU]

967. T: Hello? Yes?

968. L: Eric?

969. T: Speaking, Joseph. Just called you.

970. L: No matter what the price is, just get me one
million more.

971. T: OK, sure, thank you.

972. L: OK.

(Telephone hung up)



24/9/99 15:23:42

* * * (Telephonerecording * Paragraph 65) * * *
o [N = Ms. Noel NG]
(Telephone ringing) [T = Eric TANG]
973. N : Mr Lau’s office.

974. T: Er, may I speak to Joseph Lau please?

975. N : Er, he’s on the phone now. May I know who’s
calling?

976. T: Er, could you tell him that this is Eric?

977. N : Yeah, sure, thank you, bye-bye.

978. T: Bye-bye.

(Telephone hung up)
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24/9/99 15:24:11

* * *

(Telephone recording * Paragraph 66) * * *

(Telephone ringing) [T = Eric TANG]

(L

Joseph LAU]
979. T: Hello?

980. L: Eric?

981. T: Speaking, Joseph. Er - have got them, er, have
got you 2 million all together.

982. L: Er- OK.

983. T: Yes.

984. L:  ...... huh, it seems to have been suspended. Not
yet, OK.

985. T Not yet, not yet.

98¢. L: ... (Inaudible) It’s going to be suspended now,

because it may be suspended at anytime now.

987. T Yeah, OK.

988. L: Let me see, you get me ---- as many as possible
NOW. .

98%. T: Get as many as possible? Get all of them?

$90. L: Get all of them, get 3 million, vep.

991. T: Yeah, OK, OK. Sure, sure, sure. Sure, sure.

(98]

87 {)



(Telephone hung up)
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24/9/99 | 15:26:06

* * * (Telephone recording « Paragraph 67) * * *

992. T:  Hello? Yes? (T = Eric TANG]
[L = Joseph LAU]

963. L: How’s it, Eric?

9%4. T: Yes, Joseph.

995. L: ... (Inaudible)

9%6. T: Well, yes. I’ve got you er ---- let me see, 3... 3.39
million.

997. L: Add 2 million more.

698. T: Yep, add 2 million more.

999. L: No, just now you’ve already ----

1000. T: Yes, yes, there were 2 million before, i.?. 5
million in total, 5.39 million.

1001. L: 5.39 ---- round it up to 6 million then.

1002. T: Get 6 million in total.

1005. L: Yep.

1004. T: OK, sure.

1005. L: Bye-bye.

1006. T: OK.

(Telephone hung up)
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24/9/99 | 15:27:41
* % *

(Telephone recording * Paragraph 68) * * *

Eric TANG]

(Sounds of dialling) (Telephone ringing) LT
(L

Joseph LAU]
1007. L: Joseph.

1008. T: Joseph, totally, er, 6.1 million.

1009. L: Good. ...... This one may resume trading and you,
you may then find that you can only trade at $1. (T:
Yeah.) Now, I don’t mind getting as many as possible.
(T: Yeah, OK.) It’s just entered into an agreement with
Simon Muray (inaudible). (T: OK.) Sunday will also
join as an equity partner. (T: Yeah, OK.) Anyway, (T:

Yes.) you, you give the quotation later if necessary.

1010. T: OK.
1011, L: OK, bye.
1012. T: OK, bye-bye.

(Telephone hung up)
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24/9/99 ' 15:30:31

* * *

(Telephone recording * Paragraph 70) * * *

Eric TANG]
Joseph LAU]

(Telephone ringing) [T
(L

1013. T: Hello?

1014. L Hello. Eric?

1015. T: Speaking.

1016. L How is 385 doing now?

1017. T: It’s doing 197, 199 now.

1018. L: 197, 199, er — are there 300,000 at 1997

1019. T: Er - not any now. It’s now doing 19, 197 (L: Yep.)
and 20 cents. Only 120,000 at 20 cents.

1020. L: Yep.

1021, T: 700,000 at 201.

1022. L: Yep.

1023, T: Yes.

1024, L: Er ---- get me 300,000.

1025. T: Get 300,000 more.

1026. L: Yep.

1027, T: Sure.

1028. L: OK, thank you, bye-bye.

o1 Ng1i
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24/9/99 ‘ 15:32:16

* %k

* (Telephone recording * Paragraph 71) * * *

(Ringing tone) [T = Eric TANG]
[L = Joseph LAU]
1029. T . Hello, yes.
1030. L :  Hello, Eric?...... (Inaudible)
1031. T . Eric speaking. Well, I’'m unable to get 30.
Now they were suspended, I'm able to get 200,000 only,
at 201.
1032. L . At2017
1033 T : Yes.
1034 L : Ok, thank you.
1035 T : Ok, thank you.
(Telephone hung up)

03



24/9/99 | 16:06:21

* *®

(Ringing tone)
1070.
1071.
1072.
1073.
1074.

1075.

1076.

1077.

1078.

1079.

1080.

* (Telephone recording « Paragraph 75) * * *

[T = Eric TANG]
[L = Joseph LAU]

T Hello, hello.
L Is it Eric?
T Speaking, Joseph.
L : Al —-I bought too little in quantity.
T :. Bought too little in quantity? (Laugh)
L : La Sing (foul language), really bought

too little in quantity.

T : (Laugh)

L : When you see the announcement tomorrow,
you will know why, ai — -

T . (Laugh)

L : It’s not the case that I don't — — want to earn
[money], that is, don’t want, don't want to earn [money],
but, ai — — sometimes nothing can be done about it.

T :  No, but you, in fact, why did you sell them

during the course?

7 r99



1081.

1082.

1083.

1084.

1085.

1086.

1087.

1088.

1089.

1090.

1091.

1092.

L . Well, no, well, I sold them, it madz no

difference, if I held them, I sold them ...... I can buy

them back.

T . Isee, I see.

L : That is, in fact, there is no — — how can I put it?
T :  But when you sold them, you sold them — — at

a lower price.

L . No, I know. It’s because I - (in a small voice)

don't know if the deal can work out or not.

T : What?

L :  [I] don't know if the deal can work out or not.
T . Isee, Isee.

L . At the time of selling, in fact, [I] don't know if

the deal can work out or not.

T : Um, um, um.

L : It’s the case that after about half an hour, I
discussed and agreed with them, and knew that it
worked, it’s not until then I bought them back.

T . Oh,Isee,Ises.

100
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1093.

1094.

1095.

1096.
1097.
1098.

1099.

1100.
1101.

1102.

1103.

1104.
1105.
1106.

1107.

L . You, you, now, the whole, now everyone

knows that it’ll be there on Sunday (sic).

T . Isee, understand.

L . Then, come on, then, it can reach, come on,
one dollar.

T : (Laugh)

L : Al anyway.

T : Yep, yes.

L . Em - then you have helped me Tina fix it,
right (sic).

T : Yes.

L . Have you deposited the stocks into her account?
T . Into which account the stocks have been
deposited?

L D e (inaudible) Did she ask you to take up
[orders]?

T : Ah? The amount for today?

L . What, did she ask you to help take up?

T : Who?

L :  Did Tina ask you to help take up just now?
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1108.

1109.

1110.

1111.

1112.

1113.

1114.

1115.

1116.

1117.

1118.

1121,

1122,

1123,

= = T

]

L

T

Tina?

Yep, no?

Ask me to help take up?

No, she didn't ask you to buy.

She didn't.

Al, it’s okay then, perhaps she what what.
Yep, yep.

Anyway, you tell me several numbers.
Eric —— his number?

No, I bought it all over again just now.

I see, you bought it all over again, ok. Em ——

let me see, ouch, I have sent out the amounts.

L

T

What?

: Er—just a moment please. (Noise) Er—-—you,

er, your selling transaction, do you need to know the

details.

L

Er, I only want to know my purchase, I know

about my purchase — -

T

L

Those of vour 6 million in the later stage.

Yep.
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1124,

T

I confirm the details about your last 6 million,

yep. Well, er — — let me see, there are many, because —

- well, er— - 19 cents ——

L 19 cents.

T There are 850,000.

L §850,000.

T Yes.

L Did you ask your brothers to buy?

T What, sorry.

L Did you ask your brothers to buy? (Laugh)
T: Er — everyone knows this is — —

L I see, I see, I see, ok, but with my
confirmation.

T Yes (Laugh), ok.

L (Laugh) continue.

T Then, well, er ——then 189, there are 150,000.
L 950,000 at 189.

T No, it’s 150,000.

L What?

L Er, sorry, 150,000; 189, it’s 150,000.
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1141.

1142,

1143.

1144.

1145.

1146.

1147.

1148.

1149.

T : One—-

L :  Ah, here, here, it’s 1 million. It’s 850,000 at
19 cents. [L: Um.] Well, 150,000 at 189. [L: Yes.] It

adds up to exactly 1 million. [L: Yes.] Then for another

million, it’s that: 400,000 each at 193, 194.

L : 400,000 each at 193, 194.
T : Yes, then at 195, it’s 200,000.
L : At 195 ——it’s 200,000.
T . Yes, well, then, it comes to the last 4 million.
L : Yes.
T . Well, er, 3 million at 20 cents.
L : 3 million at 20 cents.
T : Yes.
L . Yes.
T . Then, for others, it’s that, 180,000 at 197.
L : 180,000 at 197.
T . 200,000 at 198.
L : 200,000 at 198.
T . Er, 10,000 at 199.
L 10,000 at 199.
104
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1163.

1164.

1165.

1166.

1167.

1168.

1169.

1170.

T : Yes, 550,000 at 205.

L : 550,000 at 205.

T : Yes, then 60,000 at 204.

L : 60,000 at 204.

T . Thenit’s probably complete. Add one and

then add 3 million, then add 550,000, then add [60,000],

right, 4 million, right right. ...... (Inaudible)

L : That s, the last million, ...... the (inaudible)
million ...... (inaudible) there is 1 million.

T :  What, the last?

L . 61,62, Isee, ok.

T . Yes, then ——

L : 1 million, the last, I, come on, now it has

reached 21 cents already, at 2063, I have ‘keyed in’ all

the amounts.

T : Yes, (laugh) I know, I know.
L : Al it’s really funny indeed, ...... (inaudible)
T :  But the stock [price] was pushed up indirectly
by you.
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1171.

1172.

1173.

1174.

1175.

1178.

L . No, if it’s not suspended, we would be in
greater trouble, because just now ...... (inaudible) the
people...... have signed. [Tang: Um.] Ai, never mind.

[T: Um.] It doesn't matter, er, there is enough money in
my account, right? Ifit’s only for margin?
T :  Only for margin - -

L : It doesn't matter even if it’s not enough, I, in

fact, I’'m prepared to give you money [on Monday ...

T :  Right, right, I think, I need to refer to the
amounts.

L : L infact..... (Inaudible) won't do margin ......
(Inaudible)

T : Over a million —~

L :  It’s probably owing, 6 comes up as 6, 6 comes

up as 6, 6 million, twelve, that is, 1.2 million plus

40,000, I owe you 1 million odd approximately.

T :  Plus 400,000. 40,000 is — — what is it as to the
addition 0f 40,0007
L . 160.
T . 160.
106
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1181.

1182.

1183.

1184.

1185.

1186.

1187.

1188.

1189.

L

It’s 240,000 at 160, right, I ...... (Inaudible) a

million odd is just about enough, it’s probably around 1

million, probably enough for ‘keying in’.

T

=

~3 =3

Yes, a million odd, I — — 2 million odd.

Okay then, you — - let me know on Monday.
Okay.

Okay?

Okay, okay.

Thank you.

Thank you, okay, bye bye.

Bye bye.
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TELEPHONE CALLS BETWEEN
ERIC TANG AND ROZALIA PUI IN TRANSCRIPT FORM



Date: 24th September 1999
Time: 9:37:41

* (Playing tape) *

(Telephone rings)

Pui : China TraveltServices.

Tang : Hello. Huh~Rozalia [Pui: Speaking.] I’m Eric, [Pui: Yep.] of Tai
Fock. Yep. That one. Er, you can just call me Eric. [Pui: Yep.]
Hello. Er, I'would like to ask you, Er, as far as (stock code) 385 is
concerned, Er — (do you want to) continue? [Pui: Yep.] Continue.

OK.
Pui : Today, would it -
Tang : Er, it would resume trading today.

34
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Pui

Tang

Pui

Tang

Pui

Tang

Pui

Tang

Pui

Tang

Pui

: (It) would resume tradinig, wouldn’t it?

: Yes, it would.

: OK. Er, please monitor it for me. Er, the same, $100,000.

OK. [Pui: Huh.] That is...... (inaudible) Er — hundred thousand

dollars planning?

: Yep. Almost like this. That is Er, Er, in that region — that is

regarding the current price, is it 800,000 shares or 900,000 shares?

: If'you use the current price —

: In fact, do you think it would rise or drop? I don’t know.

: Er-TIhave talked with Joseph last night, [Pui: Yep.] he said that —

it might drop*a bit today. [Pui: I see. OK.] May be even more.

[Pui: I see. OK.] Huh. In a word, the value will be $100,000.
: Er, no, if it really drops, 1 million shares will also be OK.

: Thatis if you-—

Can buy an additior; 100? [Tang: I see. OK] However, the -
maxirnum is $120,000. Huh. [Tang: I see. OK.] You make the

calculation for me. That is Er - about $100,000. However, if its
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[B = Rozalia PUI]
[T Eric TANG]

: Okay, er, keep an eye for me. Er, also 100,000

dollars.

: Okay.

: Huh.

. Thatis ... ... (In short) Er — hundred thousand
dollar value?

:Yes. Yes. Yes. Something like that. That is, er,
er, more, more or less — that is, isn’t it that if, at
the present price 800,00 shares can be purchased?
Or is 1t 900,000 shares?

. Er - - if you use this price again - -

: Actually, do you think it will rise or fall? I have
no idea.

: Er - - I talked with Joseph last night. [B: Yes.]
He said that - - it may, may perhaps fall a bit
today.

: Oh, okay.

: So perhaps it may be a bit more.

: Oh, okay.
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343. T

344, B
345. T
346. B
~
N
347. T
348. B
349. T
(Telephone hung up)

: Oh, okay. No problem.

: Huh, so, in short, I’ll keep in mind 100,000

dollars in value.

. Er, no, if, that is, it falls, 1,000,000 shares is

also okay.

: Thatis, if it - -

: 100 more can be bought [T: Oh, okay.]?

Actually the maximum is 120,000. Huh. [T:
Oh, okay.] You just calculate that for me. That
is, er — around, er, 100,000 dollars. But ifit can
be done, er, 120,000 is the maximum value,

cash value.

: Yes, Yes. Thank you very much. Bye bye.

: Okay. Okay. Yes. Thank you very much. Bye

bve.
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(Telephone recording + Paragraph 21) * * %

[B = Rozalia PUI]
[T = Eric TANG]

: China Travel (sound of clearing the throat).

: Hello, Ah [B: Yes.] Rozalia? [B: Yes, yes.]

Eric. [B: Yes.] Regarding 385, [B: Hah.Jum, a
total of, er, 750,000 have been bought for YOu.

Er. iIn value, it has been calculated as 98400

. Yes, yes. Well, er, how much is it per share at

the moment?

. At the moment it is - -

: At how much per share did you buy them for me

now?

: Now, just now, I, .okay, 250,000 were bought

for you [B: Okay.] at 13 cents, 132; [B: Okay
okay.] and 100,00 at 134. [B: Okay.] Do you
still want to need-amysore-or is that quite

enough?

: That’s quite enough (laugh) [T: Okayv.] Er,

700,000 in total, is it, in other words?



399. T

400. B
401. T
402. B
403. T

(Telephone hung up)

1 750,000, well, 750,000 shares, [B: ... shares

: 750,000, 750,000 —

right.] Okay, okay, 0.132 was the highest

value —

: The highest value was 134, 134, (inaudible) [B:

134, well, okay.] 100,000 only. [B: 100,000.
Okay. All right.] Well, there were 400,000 at
138 cent:s [B: Oh, okay, thank you very much.
(sound of telephone (ringing) at the background.)

25(0,000 shares) at 132.

: Okay. [T: Yes.] Thank you very much. [T: All

right. Don’t mention it.] Thank you. Bye bye.

: Thank you. All right.

—
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