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SFC Reprimands National Resources Securities Limited

6 Mar 1997

The Securities and Futures Commission ("SFC") announced today that it had reprimanded National
Resources Securities Ltd ("National Resources") and two of its securities dealer's representatives, Mr
Ho Chi Kwong ("Ho") and Mr Yu Kwok Pui ("Yu").

The SFC's action stemmed from an investigation covering a period from 12 September 1994 to 30
June 1995, in which the SFC found that National Resources had:

condoned short selling conducted by clients and staff of National Resources and failed to implement
adequate controls to prevent such short selling from occurring;

failed to provide adequate supervision to ensure that staff of National Resources did not perform the
function of dealer's representatives before they became registered under the Securities Ordinance; and
failed to ensure that adequate controls and procedures were in place to monitor clients' and staff's
trading with a view to preventing trading malpractices by staff of National Resources.

In the course of the SFC's investigation, Ho and Yu were both convicted of short selling contrary to
subsections 80(1) and (2) of the Securities Ordinance. Ho had pleaded guilty at Western Magistracy
on 20 August 1996 to one summons for short selling and Yu had pleaded guilty on 23 July 1996 to
two summonses for short selling. Both Ho and Yu were reprimanded for their short selling activities.

In addition to short selling, Ho, who was found to have had a degree of supervisory responsibility at
National Resources, was reprimanded for failing to properly discharge this responsibility in that he did
not take sufficient action to discourage/prevent short selling by National Resources' clients and staff
at the Mongkok office of National Resources or to prevent unregistered staff of National Resources
from carrying out the functions of dealer's representatives at National Resources' Mongkok office.
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