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Joint Press Release - Action against CAF Securities
Company Limited

24 Jun 1998

The Securities and Futures Commission ("SFC") and The Stock Exchange of Hong Kong Limited (the
"Exchange") jointly announce today that they had taken action against CAF Securities Company
Limited ("CAF"), a securities dealer and a Member of the Exchange, and against its Dealing Director,
Mr Lee Wah Kin ("Lee"). The SFC has also taken action against CAF's former director, Mr Chau Yi
Ming, Peter ("Chau").

This action arose because of the misconduct of Chau and Lee which took place during their
employment with CAF and another securities dealer Chintron Securities Limited ("Chintron™). Chintron
was subsequently taken over by new management on 6 December 1995.

Chau was a director of both CAF and Chintron and, although not registered in any capacity with the
SFC, was the person responsible for the day to day operations and management at both Chintron
and CAF. His misconduct was related to the following acts:

a. performing the functions of a dealer on behalf of Chintron during the period
March 1994 to December 1995 and CAF during the period December 1995 to
June 1997 respectively whilst not registered;

b. engaging in trading malpractices which were not in the best interest to the
clients of Chintron and CAF by means of in-house manual cross trades between
clients' accounts and his nominee accounts maintained at both Chintron and CAF
during the period October 1995 to February 1996 and by preferential reallocation
of trades executed for clients of CAF to his nominee accounts at CAF; and
c. shortselling securities during the month of October 1995.

Chau had since ceased to be employed by CAF.

Lee was the sole registered Dealing Director of both Chintron and CAF with the principal
responsibility of supervising their securities business. He failed to properly carry out his
responsibilities in that he condoned the unregistered dealing activities of Chau and knowingly
facilitated Chau's trading malpractices. However, Lee did not derive any personal gains from the
trading malpractices of Chau other than the commission generated from the trades.

By reason of the misconduct of its directors Chau and Lee in relation to its securities business and by
reason of its failure to ensure that proper checks and balances were in place in its systems and
procedures to detect improper and illegal activities, CAF also failed in its responsibilities to properly
supervise its business.

The SFC has decided to publicly reprimand CAF and Chau, and suspend the registration of Lee for a
period of 24 months effective 25 June 1998. On the other hand, the Disciplinary Committee of the
Exchange (the "Disciplinary Committee™) has decided to publicly censure both CAF and Lee. In
addition, the Disciplinary Committee has decided to fine CAF HK$30,000 and Lee HK$15,000.

In deciding on these courses of action, the SFC and the Disciplinary Committee took into account:

The co-operative attitude of all the parties in the investigation.
Lee had left all positions with CAF.

CAF had undertaken remedial action following the SFC's investigation to ensure that its securities

business would be conducted in a proper manner, including that:

the internal control procedures of CAF were reviewed by an independent firm of

accountants and CAF had undertaken to implement all the recommendations in the
review report to the satisfaction of the Exchange; and
CAF had appointed a person with full responsibility for corporate compliance acceptable
to the SFC.

A copy of the Notice of Public Censure published by the Exchange is attached for your reference.
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For further information, please contact Mr Bill Weeks or Mr Chan Chi-keung of the SFC at 2840-9287
or Mr Henry Law of the Exchange at 2840-3862.

* X K K* KX

The Stock Exchange of Hong Kong

NOTICE OF PUBLIC CENSURE

The Stock Exchange of Hong Kong Limited (the "Exchange') announces that on 16 June 1998, the
Disciplinary Committee heard the cases of the Member, CAF Securities Company Limited ("CAF") and
its Dealing Director, Mr Lee Wah Kin ("Mr Lee"). The Disciplinary Committee found a charge against

each of CAF and Mr Lee for breach of the Rules of the Exchange proved.

The substance of the charge proved against Mr Lee was that:-

i. during the period December 1995 to June 1997, Mr Lee had condoned the unregistered dealing
activities conducted by a former director of CAF; and

ii. Mr Lee had failed to put in place proper internal control in CAF, resulting that the said director

engaged in trading malpractices by means of in-house manual cross trades between clients'
accounts and the director's nominee accounts maintained at CAF and by means of preferential

reallocation of trades executed for CAF's clients to his nominee accounts maintained at CAF
during the period December 1995 to February 1996. It also resulted that the staff of CAF

engaged in illegal short-selling activities through nominee accounts maintained at CAF during the

period December 1995 to February 1996.

By reason of the above misconduct of the said director and Mr Lee and by reason of CAF's failure to
ensure that proper checks and balances were in place in its systems and procedures to detect the
improper and illegal activities, CAF had failed in its responsibilities to properly supervise its business.

Having taken into account:-
i. the co-operative attitude of all the parties in the investigation;
ii. Mr Lee had left all positions with CAF; and
iii. CAF had undertaken remedial action following the investigation to ensure that its securities
business would be conducted in a proper manner, including that:-
a. the internal control procedures of CAF were reviewed by an independent firm of
accountants and CAF had undertaken to implement all the recommendations in
the review report to the satisfaction of the Exchange; and
b. CAF had appointed a person with full responsibility for corporate compliance
acceptable to the Securities and Futures Commission,
the Disciplinary Committee resolved that a penalty of public censure plus a fine of HK$30,000 be
imposed on CAF and a penalty of public censure plus a fine of HK$15,000 be imposed on Mr Lee. The
penalty of public censure is hereby imposed on each of CAF and Mr Lee.
For and on behalf of
The Stock Exchange of Hong Kong Limited
Fanny Chung

Secretary - Disciplinary Committee
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