Annex

Following is a summary of the tribunal’s report –
Introduction
By notice dated 18 March 2004 and an amendment thereto dated 6 July 2005, the Financial Secretary required the IDT to institute an inquiry in relation to the listed securities of Tingyi to inquire into and determine – 

(a) 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 behalf of – 


Anna Ho Kwok Wing during the period from 12 July 2000 to 28 July 2000 (both dates inclusive);
(b) in the event of there having been insider dealing as described in paragraph (a) above, the identity of each and every insider dealer; and

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

The tribunal under the Chairmanship of the Honourable Mr Justice McMahon completed its inquiry in respect of liability, that is to identify those persons who did or did not commit acts of insider dealing, and submitted a report in that regard to the Financial Secretary on 11 December 2006.

Background

Tingyi (Cayman Islands) Holding Corp. (“Tingyi”) as of July 2000 had been listed on the Stock Exchange of Hong Kong Limited since 7 February 1996.  Its business concerned primarily the manufacture and distribution of foodstuffs and beverages in Mainland China.

In the mid-1990s Tingyi had recorded regular and substantial net profits averaging over US$60 million annually.  But in 1998 and 1999 it recorded net losses.  The loss for 1999 was quite heavy, being in excess of US$35 million.

But in the year 2000 Tingyi successfully turned its business around and on the 3 August 2000 made an announcement that it had recorded a net profit of US$17.16 million for the first half of that year.  On the day following that announcement Tingyi’s share price rose by about 25.37% over its previous closing price and its turnover rose by some 20 million shares over its previous average daily turnover of only 1 to 2 million shares for the month of July.

Prior to its announcement in August Tingyi had employed Ms. HO Ho Yee, Debbie (“Debbie Ho”) in its Hong Kong office as an Investment Relations Manager.

In July of 2000 Mr. Jim Lam (“Jim Lam”) a research analyst of Deutsche Bank AG (“Deutsche Bank”) in Hong Kong together with his supervisor at Deutsche Bank Lawrence Ang Siu Lun (“Lawrence Ang”) had gone to Tingyi on a company visit to obtain information about its operations.  This visit had been prompted by an inquiry from a fund manager of Royal Skandia Asset Management (“Skandia”) Ms. HO Kwok Wing, Anna (“Anna Ho”) as to, inter alia, whether Tingyi’s shares were worth buying.

Accordingly on 11 July Jim Lam and Lawrence Ang met with Debbie Ho and were given information about Tingyi’s business operations.  Debbie Ho had been provided with this information in the course of her duties.  Part of her job was to meet with and answer the inquiries of investment analysts.

The information she provided to Jim Lam included:-

(a) Total sales growth for Tingyi products for the first 5 months of 2000.

(b) Profit margins for some of Tingyi’s more important products.

(c) The year on year decline in operating costs (which may have been a “target” rather than an actual figure).

(d) Cash on hand and debts at the end of the first half of 2000.

(e) Information concerning the restructuring of Tingyi’s distribution system.

(f) Information concerning increasing consumer demand on the Mainland.

(g) Information that Tingyi’s major competitor had ceased a price war in the mainland market.

On the basis of that information Jim Lam contacted Anna Ho in the afternoon of the 11 July 2000 and spoke to her about Tingyi.  The information he provided her with was based at least to some extent on the information he had been provided with by Debbie Ho.

The following day 12 July 2000 Anna Ho bought 3 million Tingyi shares for funds under her management.

The next day, 13 July 2000, Jim Lam issued by e-mail a report on his visit to Tingyi to the equity sales staff of Deutsche Bank and to over 100 of its clients (including Anna Ho) providing a composite set of information and predictions about Tingyi partially based on what he had been told by Debbie Ho and partially on his own knowledge and conclusions.  

On that day 13 July 2000 Anna Ho purchased a further 21 million Tingyi shares for her funds.

On 17 July 2000 Jim Lam through Deutsche Bank issued a further and more detailed report on Tingyi containing more detailed analysis and forecasting a US$32 million net annual profit for Tingyi.  It recommended Tingyi as a “Buy”.  

On 18 July Anna Ho purchased a further 2.4 million Tingyi shares for her funds.

On the following day 19 July there was another “company visit” to Tingyi.  On this occasion Jim Lam, Anna Ho and Ms. Qian Mingjin a fund manager from AIG Investment Corporation (Asia) Limited went to the offices of Tingyi and met with Debbie Ho.  She provided them with some updated financial information for the first half of 2000.  That information comprised inter alia updated details of Tingyi’s sales growth in specific products for the first six months of 2000 and the profit margins achieved for product categories and updated cash on hand and debt figures.

Following that visit, on 27 July Jim Lam through Deutsche Bank issued a further report on Tingyi.  It repeated the “Buy” recommendation of the earlier report and elaborated somewhat on the information and opinions provided in the first report of 17 July 2000.

Between 20 and 28 July 2000 Anna Ho purchased 15 million Tingyi shares for her funds making a total of more than 42 million shares in total she had purchased since first obtaining information about Tingyi at a cost of about $25 million.

On 3 August 2000 Tingyi announced an interim net profit for the first half of 2000 of US$17.1 million, thereby disclosing its significant turnaround from the losses of the two preceding years.   On 3 August its share price rose to close at $0.84 from 2 August closing price of $0.67.  Turnover also increased from the previous day’s 662,000 shares to 23,717,710 shares.  On 4 August turnover increased again to 30,152,800 shares and the closing price rose to $0.93, which represented a net increase of 36% from the closing price of 2 August.

It was alleged that before Tingyi’s announcement of an interim net profit for the first half of 2000 of US$17.1 million on 3 August, some parties had taken advantage of the relevant information they possessed to deal, counsel or procure another person(s) to deal in Tingyi shares, thus constituting insider dealing.

Findings

The tribunal concluded that it was not satisfied that the information provided to Mr. Jim LAM and Ms. Anna HO on 11 and 19 July 2000 by Ms. Debbie HO was relevant information.  The tribunal therefore concluded by unanimous decision that there was no insider dealing in the shares of Tingyi arising out of the purchases by Ms. Anna HO and consequently there were no insider dealers.
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