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SFC obtains court orders against current and former
directors of First China to compensate the company
RMB18.69 million

19 Jan 2015

The Court of First Instance has ordered three current and former directors of First China Financial
Network Holdings Ltd (First China), to pay a total sum of RMB18,692,000 with interest as
compensation to First China following findings of misconduct (Notes 1 & 2).

The three directors are First China’s current chairman, Mr Wang Wenming, its current chief executive
officer Mr Lee Yiu Sun and former chairman Mr Richard Yin Yingneng.

Following a contested trial, the court found that Wang, Lee and Yin breached their duties to First
China when they agreed to pay RMB18,692,000 special dividend to Fame Treasure Ltd.

First China had earlier purchased GoHi Holdings Ltd (GoHi) and issued an announcement to the
market on 16 December 2008 stating that the payment was part of a mutual understanding and
agreement with Fame Treasure Ltd at the time of the acquisition of GoHi.

The Securities and Futures Commission (SFC) argued and the court found that this was not the case
and there had never been any such mutual understanding or arrangement (Note 3).

The court found that Wang, Lee and Yin caused First China to make a payment that First China was
not required to make at all and ordered them to repay this amount to First China.

A further hearing will be scheduled to determine whether disqualification orders should be made
against Wang, Lee and Yin (Note 4).

During the trial, it was revealed that a written resolution was recently passed by a non-executive
director and four independent non-executive directors of First China to provide an indemnity to Wang
and Lee for all professional and legal fees incurred by them concerning the defence of the SFC’s
petition and all legal costs claimed by the SFC as a result.

The court found the indemnity was plainly inappropriate and a poor reflection on the company’s
corporate governance. Consequently, Wang and Lee have either repaid or are in the course of
repaying the legal costs First China paid on their behalf.

"Listed company directors have a duty to safeguard shareholders’ funds. This means they should only
be used for proper company purposes and the payment to Fame Treasure Ltd was clearly not for a
proper purpose," the SFC’s Executive Director of Enforcement, Mr Mark Steward said.

"The SFC will continue to hold listed company directors to account and seek orders to remediate
corporate losses where appropriate,” he added.

End
Notes:

1. First China was listed on the Growth Enterprise Market of the Stock Exchange of Hong Kong Limited on 11
January 2002 (stock code 8123). The group provides financial services, such as stock brokerage,
information and research, securities and futures trading, corporate finance and wealth management
services.

2. The SFC commenced proceedings under section 214 of the Securities and Futures Ordinance (SFO) in
November 2012. For details, please see the SFC’s press release dated 12 November 2012. The case was
heard before the Hon Mr Justice Anthony Chan in the Court of First Instance in November and December
2014. A copy of the decision is available on the judiciary website www.judiciary.gov.hk.

3. A summary of the SFC’s petition is attached to the SFC’s press release dated 12 November 2012 which
sets out the details of the transactions.

4. Under section 214 of the SFO, the court may make orders disqualifying a person from being a company
director or being involved, directly or indirectly, in the management of any corporation for up to 15 years,
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if the person is found to be wholly or partly responsible for the company’s affairs having being conducted

in a manner involving defalcation, fraud or other misconduct.
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