Annex

Following is a summary of the tribunal’s report –
Introduction
By notice dated 28 October 2003 and a corrigendum thereto dated 29 June 2005, the Financial Secretary required the IDT to institute an inquiry in relation to the listed securities of Vanda 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 – 


Chan Yuk, Chan Lai King, Wong Cheung Hung, Fong Long, Chung Sau Wei, Chong Wai Lee and Chong Bun Bun between 14 and 17 February 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 22 November 2006.

Background

Vanda Systems and Communications Holdings Limited (“Vanda”) was a company listed on the Stock Exchange of Hong Kong since April 1995.  Its main business activities revolved around the development and marketing of computer software and systems, the distribution of computer products and trading in telecommunications equipment.

At the beginning of 2000 the largest shareholder in Vanda was Lam Ma & Wai Limited.  It held 38.1% of Vanda and was in turn controlled by LAM Hon Nam who held 45.94% of its issued shares.  At that time Vanda's software business was conducted mainly through a subsidiary.  The senior management of Vanda were interested in spinning off the subsidiary and perhaps seeking a listing for it on the Growth Enterprise Market stock board.

To this end in late 1999 and early 2000 Vanda approached BNP Paribas Peregrine Limited (“Peregrine”).  Peregrine in turn arranged a meeting between the management of Vanda and that of Hutchison Whampoa Limited (“Hutchison”) which it knew was interested in investing in “high tech” companies.

On Saturday morning the 12 February a meeting took place between the senior management of the two companies.  The persons present were LAM Hon Nam Chairman of Vanda and Edmund MA its Group Managing Director; Canning FOK the Group Managing Director of Hutchison and Peter WONG a chief executive within the Hutchison Group.  Francis LEUNG a director of Peregrine was also present.

As a result of that meeting the original idea of Vanda attracting an investor into its software subsidiary fell by the way side and was replaced by a new proposal that Hutchison have an opportunity to subscribe in Vanda itself to the extent of at least 20% of its issued share capital by way of an initial issue of convertible bonds and share options and that the two groups explore the feasibility of an e-commerce joint venture.

Further meetings relating to the contemplated joint venture occurred on Monday the 14 February at 4:30 p.m. and Wednesday the 16 February at 10:00 a.m.. On 17 February the Board of Vanda announced it was engaged “in meaningful discussions with an independent third party for the purpose of obtaining funding to finance new ventures”.  At Vanda's request trading in its shares was suspended on Friday 18 February.

On Tuesday 22 February Vanda made an announcement concerning an agreement it had reached with Hutchison to the effect that Hutchison and Li Ka Shing Foundations Limited would have an opportunity to together acquire 28% of Vanda's enlarged share capital, by way of an issue of convertible bonds and share options and that, additionally, Vanda and a subsidiary of Hutchison intended to enter into an equal joint venture to provide an on line payment system for business.

Vanda's shares resumed trading on that same day 22 February and achieved a considerable premium on their closing price when suspended on 18 February 2000.

Prior to the meetings between Vanda and Hutchison, Vanda's share price history had been relatively unsurprising.  During January 2000 the closing price of its shares had moved in a relatively tight range from about $1.87 to $2.80.  Turnover was between 3 to 22 million shares.   The same unremarkable trading history applied to earlier months although November and December had seen steady price increases at higher turnover levels.  January could be described as a plateau in price and turnover.

As of 1 February 2000 Vanda's closing price was $2.575 with turnover of 5,026,000.  The next few days brought no change.  But in the week after the Chinese New Year Vanda prices and turnover started to rise.  By Friday 11 February turnover was 44,300,000 shares at a closing price of $3.175.  The following day Saturday 12 February was the day of the first meeting between Vanda and Hutchison management.  On Tuesday 15 February the day after the second meeting between the two companies, Vanda shares had a turnover of 27,534,000 and a closing price of $3.725.

Turnover and price over the next two days both steadily rose and on Thursday 17 February (the day after the 16 February meeting between Vanda and Hutchison) the share price closed at $5.70 with turnover of 37,638,000.  On Friday 18 February trading in Vanda shares was suspended.  On 22 February, following Vanda's announcement of its agreement with Hutchison and the recommencement of trading the share price rose to a high of $8.60 before closing at $7.95.  Turnover was 81,546,000.

Following these events it became clear that certain individuals who were associated with the executives of Vanda and Hutchison present at the various meetings, had made significant purchases of Vanda shares between 14 ‑ 17 February.

The Vanda executives involved in meetings whose family members purchased Vanda shares were LAM Hon Nam the Chairman of Vanda (who was present at the meeting of the 12 February) and Ernest CHOY Ming Yan (“Ernest CHOY”) a General Manager of Vanda (who was present at the meetings of 14 and 16 February).

LAM Hon Nam's sister-in-law Silvia CHAN Yuk, who at that time ran her own accounting and services company, but who had once been employed by Vanda as an accountant, had purchased a total of 710,000 Vanda shares between 14 ‑ 17 February at a total cost of $2.95 million.

Becky CHAN Lai King was the wife of Ernest CHOY.  Between 14 and 16 February she purchased a total of 830,000 Vanda shares at a total cost of $3.1 million.

An executive from Hutchison who was involved in taking the agreement forward with Vanda and who had been present at the 14 and 16 February meetings was TSE Kwok Fai, Sammy (“Sammy TSE”) the Chief Executive Officer of Hutchison E-Commerce Limited, a wholly owned subsidiary of Hutchison.  He had a group of friends or acquaintances who themselves, and on occasions persons associated with them, purchased significant quantities of Vanda shares.

Debbie NG Kit Ying (“Debbie NG”) at the material time was aged 17 and unemployed.  She was a friend of Sammy TSE at the time he participated in the negotiations between Vanda and Hutchison.  Debbie NG purchased through her mother’s accounts a total of 634,000 Vanda shares between 15 and 17 February 2000 at a total cost of about $2.6 million.  LI Yat Tung, Dennis (“Dennis LI”) was a friend of both Sammy TSE and Debbie NG.  Debbie NG alleged during her interview with the SFC that 300,000 of the Vanda shares she had purchased through her mother’s accounts had been purchased on behalf of Dennis LI.

Christie WO Man Shan was another friend of Sammy TSE.  She traded through the account of her boyfriend and business partner’s secretary CHUNG Sau Wei, Olivia and between 15 and 17 February 2000 purchased 550,000 Vanda shares at a total cost of over $2.2 million.

Chris WONG Cheung Hung was a friend of Debbie NG.  On 16 February 2000 he purchased 630,000 Vanda shares at a cost of about $2.6 million.

Charles CHONG Wai Lee (“Charles CHONG”) was an associate of Sammy TSE.  Between 15 and 17 February 2000 his trading accounts purchased 650,000 Vanda shares at a total cost of about $3 million.

Becky CHONG Bun Bun was the sister of Charles CHONG.  Between 15 and 17 February 2000 she purchased on her account 1.1 million Vanda shares at a total cost of over $4.8 million.

It was alleged that before Vanda’s announcement of its agreement with Hutchison made on 22 February, some parties had taken advantage of the relevant information they possessed to deal, counsel or procure another person(s) to deal in Vanda shares, thus constituting insider dealing.

Findings

The tribunal concluded its findings by unanimous decision as follows –
(1) Mr LAM Hon Nam

Mr LAM Hon Nam was found to be in breach of the terms of section 9(1)(c) (Note 2) of the SIDO in disclosing relevant information to Ms CHAN Yuk, Silvia. 

(2) Ms CHAN Yuk, Silvia (Ms Silvia CHAN)

Ms Silvia CHAN was found to be in breach of the terms of section 9(1)(e) (Note 3) of the SIDO by receiving relevant information from Mr LAM Hon Nam and dealing in Vanda shares, the purchase of 710,000 shares between 14 and 17 February 2000. 

(3) Mr CHOY Ming Yan, Ernest (Mr Ernest CHOY)

Mr Ernest CHOY was found to be in breach of the terms of section 9(1)(a) (Note 1) and 9(1)(c) of the SIDO by counseling his wife Ms Becky CHAN to purchase Vanda shares and disclosing relevant information to her knowing she would use it to purchase Vanda shares.  

(4) Ms CHAN Lai King, Becky (Ms Becky CHAN)

Ms Becky CHAN was found to be in breach of the terms of section 9(1)(e) of the SIDO by receiving relevant information from her husband Mr Ernest CHOY and dealing in Vanda shares, the purchase of 830,000 shares between 14 and 16 February 2000. 

(5) Mr WONG Cheung Hung, Chris (Mr Chris WONG) 

Mr Chris WONG was found to be in breach of the terms of section 9(1)(e) of the SIDO by receiving relevant information from Ms NG Kit Ying, Debbie knowing it came from a connected person and dealing in Vanda shares, the purchase of 630,000 shares on 16 February 2000.

(6) Ms WO Man Shan, Christie (Ms Christie WO)

Ms Christie WO was found to be in breach of the terms of section 9(1)(e) of the SIDO by receiving relevant information from Mr TSE Kwok Fai, Sammy and procuring dealing in Vanda shares, the purchase of 550,000 shares between 15 and 17 February 2000 on the account of her boyfriend and business partner’s secretary Ms CHUNG Sau Wei, Olivia.

(7) Charles CHONG Wai Lee (Mr Charles CHONG)

Mr Charles CHONG was found to be in breach of the terms of section 9(1)(e) of the SIDO by receiving relevant information from Mr TSE Kwok Fai, Sammy and dealing in Vanda shares, the purchase of 650,000 shares in his trading accounts between 15 and 17 February 2000, and counselling and procuring his sister Ms CHONG Bun Bun to purchase Vanda shares.

(8) Ms CHONG Bun Bun, Becky (Ms CHONG Bun Bun) 

Ms CHONG Bun Bun was found to be in breach of the terms of section 9(1)(e) of the SIDO by receiving relevant information from her brother Mr Charles CHONG knowing it came from a connected person and dealing in Vanda shares, the purchase of 1.1 million shares between 15 and 17 February 2000.

(9) Ms NG Kit Ying, Debbie (Ms Debbie NG)

Ms Debbie NG was found to be in breach of the terms of section 9(1)(e) of the SIDO by receiving relevant information from Mr TSE Kwok Fai, Sammy and trading in Vanda shares on her mother Ms FONG Long’s accounts at Taiwan Concord Capital Limited and South Capital Securities Limited and on Chris WONG Cheung Hung’s account at South Capital Securities Limited, the purchase of a total of 664,000 Vanda shares between 15 and 17 February 2000.

(10) Mr LI Yat Tung, Dennis (Mr Dennis LI)

Mr Dennis LI was found to be in breach of the terms of section 9(1)(e) of the SIDO by procuring the purchase by Ms Debbie NG of Vanda shares whilst he was in possession of relevant information.

(11) Mr TSE Kwok Fai, Sammy (Mr Sammy TSE)

Mr Sammy TSE was found to be in breach of the terms of -

(a) section 9(1)(a) of the SIDO by procuring the purchase by Ms Debbie NG of Vanda shares whilst he was a connected person in possession of relevant information; and

(b) section 9(1)(c) of the SIDO by, while a connected person, disclosing relevant information to Ms Debbie NG, Ms Christie WO and Mr Charles CHONG having reasonable grounds to believe they would purchase Vanda shares.

The tribunal will proceed to hear representations on a date to be fixed to determine the amount of profit gained or loss avoided and thereafter to make consequential orders and penalties.

Note 1: 
Section 9(1)(a) of the SIDO states that insider dealing in relation to a listed corporation takes place 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.

Note 2: 
Section 9(1)(c) of the SIDO states that when relevant information in relation to that corporation is disclosed directly or indirectly, by a person connected with that corporation, to another person and the first-mentioned person knows that the information is relevant information in relation to the corporation and knows or has reasonable cause for believing that the other person will make use of the information for the purpose of dealing, or counselling or procuring another to deal, in the listed securities of that corporation or their derivatives (or in the listed securities of a related corporation or their derivatives).

Note 3: 
Section 9(1)(e) of the SIDO states that 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 (ii) 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.
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