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Enforcement Actions

18 March 2002
Immediate Custodial Sentence for Market Manipulators

The Court has for the first time imposed immediate custodial sentences on persons manipulating stocks on
the Stock Exchange of Hong Kong.

Mr P.C. White at Western Magistracy today convicted Choy Wai Zak (Choy) and Y uen, Cyril Sze Ning
(Yuen) of intentionally creating a false and misleading appearance of active trading in the shares of The
Hong Kong Parkview Group Limited (Parkview) during the period 19 to 23 November 1999.

In addition, Choy was also convicted of effecting purchases and sales of Parkview shares on 15 November
1999 which involved no change in the beneficial ownership of the shares.

Choy was sentenced to four months' imprisonment on each count of conviction, to be served
consecutively, and Y uen was sentenced to 4 months. They were ordered to pay the Securities and Futures
Commission's investigation costs of $39,128.

During sentencing, the Magistrate commented that these were serious offences which the defendants had
carried out intentionally in the hope of gaining substantial profits without regard to how it would affect the
financial position of the investing public. He also refused the application for suspended sentence because
it would not properly reflect the seriousness of the crime or the need to sentence as a deterrent.

The SFC welcomes the decision of the Magistrate and is encouraged by his comments on the seriousness
of the offences. An SFC spokesman said: "We agree that the penalties imposed should serve as a strong
warning to deter those intending to manipulate shares listed on the Hong Kong stock exchange.”

The SFC found that on 15 November 1999, Choy had placed matching buy and sell orders for Parkview
shares within a short duration of time through two different brokers. As aresult of these transactions, also
known as "wash sales", Choy effected a purchase and sale of Parkview shares which involved no change
in the beneficial ownership of those shares, but which served to create a false appearance of active trading
in the stock which was likely to mislead the investing public.

On the same day, Y uen, accompanied by Choy, opened an account with one of the brokers used by Choy.
During the three trading days between 19 and 23 November 1999, Choy and Y uen traded with each other
in Parkview shares, and their trading accounted for a substantial portion of the total turnover of Parkview
shares. The transactions were also conducted within five minutes before the market close and at prices
higher than the last transaction price and the previous closing price, which had the effect of artificially
inflating the price of the shares and created a fal se or misleading appearance of active trading.

The defendants were convicted under sections 135(1)(a) and 139 of the Securities Ordinance. Choy was
further convicted under sections 135(3) and 139 of the Ordinance.

The offences carry a maximum sentence of two years imprisonment and a fine of $50,000.

Choy and Y uen applied for bail pending appeal on sentence. Choy was refused bail and Y uen was granted
bail of $30,000.
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