Enforcement Actions

4 October 2001

SFC Successfully Prosecutes HK Stock Limited and Stanley Cheung Tak Kwai For Unregistered Dealing in
Securities

The Securities and Futures Commission (SFC) announced that yesterday it had successfully prosecuted HK Stock
Limited (HK Stock) for carrying on a business of dealing in securities without being registered as a dealer and also Mr
Stanley Cheung Tak Kwai (Stanley Cheung), one of HK Stock's directors for consenting to this. Mr Stephen Shiu Yuek
Yuen (Stephen Shiu) who was also summonsed for consenting to the unregistered dealing, in his capacity as a director of
HK Stock, was acquitted.

Mr Paul Kelly at Western Magistracy fined HK Stock and Stanley Cheung the sum of $10,000 and $3,000 respectively
and ordered them to pay investigation costs of $2,465 and $8,150 respectively to the SFC.

The investigation revealed that HK Stock agreed with certain brokers that in return for a membership joining fee and
monthly fees payable to HK Stock, broker members would be provided with a trading platform through which their
clients could place orders via the Internet to trade in securities. During the period 1 May 2000 to 30 November 2000 HK
Stock, with the consent of Stanley Cheung, ran a "Simulated Trading Competition” by which members of the public
were solicited to trade 'on-line’ via these broker members. The court found that this marketing strategy on the part of HK
Stock induced certain members of the public to enter into agreements with broker members to trade in securities thereby
constituting unregistered dealing on the part of HK Stock.

A SFC spokesman said that any organization intending to induce persons to deal in securities through a broker or to
introduce them to a broker for that purpose, is reminded that they are required to be registered with the SFC. Any
organization intending to offer an Internet trading service to brokers is advised to seek legal advice as to whether
registration with the SFC is required. Organizations are reminded that the SFC has an Internet surveillance team to
monitor Internet activities.
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