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JOINT PRESS RELEASE - Action against Malahon
Securities Limited

29 Oct 1998

The Securities and Futures Commission ("SFC") and The Stock Exchange of Hong Kong Limited (the
"Exchange") jointly announce today that they have taken action against Malahon Securities Limited
("Malahon™), a Securities Dealer and a Member of the Exchange, and against its Dealing Directors, Mr
Koh Chong Kuan ("Mr Koh") and Mr Cheung Chung Yuen, Jason ("Mr Jason Cheung").

The action arose from an inquiry covering the period February 1995 to February 1996 in which it was
found that Mr Koh and Mr Jason Cheung:

allowed Ms Leung Lai Ping ("Ms Leung") to handle client orders and to receive commission payments
from Malahon while her application to the SFC for registration as a dealer’s representative of Malahon
was pending;

following the failure of Ms Leung’s application, allowed Ms Leung to receive client orders and relay these
orders to a dealer’s representative for execution and to receive commission payments from Malahon but
through that dealer’s representative; and

allowed a new recruit not registered with the SFC to receive client orders and relay these orders to a
dealer’s representative and to receive commission payments from Malahon but through that dealer’s
representative.

Both the SFC and the Disciplinary Committee of the Exchange (the "Disciplinary Committee™) view
the above conduct as deliberate attempt by Mr Koh, Mr Jason Cheung and Malahon to avoid
complying with the legal requirements for registration. In the case of Ms Leung, this attempt was
particularly serious as despite knowing Ms Leung had failed to meet the SFC’s registration
requirements, they allowed her to continue acting as an unregistered dealer’s representative of
Malahon.

The SFC has decided to publicly reprimand Malahon and to suspend the registrations of Mr Koh and
Mr Jason Cheung for 3 months effective from 22 October 1998. In addition, the Disciplinary
Committee has decided to publicly censure Malahon, Mr Koh and Mr Cheung, and also fine Malahon
HK$20,000 and each of Mr Koh and Mr Cheung HK$7,500.

In deciding on this course of action, the SFC and the Disciplinary Committee took into account that:

Malahon had engaged an independent firm of accountants to perform a review of its internal control
procedures and to report its findings to the Exchange. Malahon had agreed to implement any
recommendations made in the accountants’ report to the satisfaction of the Exchange; and

Malahon would appoint a full-time compliance officer to undertake compliance functions.

A copy of the Notice of Public Censure published by the Exchange is attached for your reference.

October 29, 1998

NOTICE OF PUBLIC CENSURE

The Stock Exchange of Hong Kong Limited (the "Exchange") announces that on 19 October 1998, the
Disciplinary Committee heard the cases of the Member, Malahon Securities Limited ("Malahon"), and
its Dealing Directors, Mr Cheung Chung Yuen, Jason ("Mr Cheung") and Mr Koh Chong Kuan ("Mr
Koh"). The Disciplinary Committee found two charges against each of Malahon, Mr Cheung and Mr
Koh for breach of the Rules of the Exchange proved.

The substance of the charges proved against Malahon, Mr Cheung and Mr Koh was that during the
period February 1995 to February 1996, Malahon had failed and Mr Cheung and Mr Koh had failed to
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ensure Malahon to have proper compliance procedures with respect to the registration requirement of
the Securities Ordinance and the Exchange, resulting that Mr Cheung and Mr Koh had: -

i. allowed an unregistered person to handle client orders and to receive commission payments
from Malahon while her application to the Securities and Futures Commission (“SFC") for
registration as a dealer’s representative of Malahon was pending;

ii. following the failure of the unregistered person’s application, allowed her to receive client
orders and relay these orders to a dealer’s representative for execution and to receive
commission payments from Malahon through that dealer’s representative; and

iii. allowed a new recruit not registered with the SFC to receive client orders and relay these
orders to a dealer’s representative and to receive commission payments from Malahon through
that dealer’s representative.

The Disciplinary Committee viewed that the above conduct was a deliberate attempt by Malahon, Mr
Cheung and Mr Koh to avoid complying with the legal requirements for registration. This attempt was
particularly serious in respect of the unregistered person’s activities referred to in items (i) and (ii)
above as despite knowing that she had failed to meet the SFC’s registration requirements, they
allowed her to continue acting as an unregistered dealer’s representative of Malahon.

Having considered that: -

i. Malahon had engaged an independent firm of accountants to perform a review of its internal
control procedures and to report its findings to the Exchange. Malahon had agreed to implement
any recommendations made in the accountants’ report to the satisfaction of the Exchange; and
ii. Malahon would appoint a full-time compliance officer to undertake compliance functions,

the Disciplinary Committee resolved that a penalty of public censure plus a fine of HK$20,000 be
imposed on Malahon and a penalty of public censure plus a fine of HK$7,500 be imposed on each of
Mr Cheung and Mr Koh. The penalty of public censure is hereby imposed on each of Malahon, Mr
Cheung and Mr Koh.

For and on behalf of
The Stock Exchange of Hong Kong Limited

Fanny Chung
Secretary - Disciplinary Committee

Hong Kong, 29 October 1998
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