Following is a summary of the Tribunal’s report -

Introduction
By notice dated 15 May, 2003, the Financial Secretary required the IDT to institute an inquiry in relation to the listed securities of Asia Orient Holdings Limited to inquire into and determine – 

(a)
whether there has been insider dealing in relation to the company connected with or arising out of the dealings in the listed securities of the company by or on behalf of Lau Luen Hung Thomas during the period from 14 to 20 September 1999 (both dates inclusive);

(b)
in the event of there having been insider dealing as described in paragraph (a) above, the identity of each and every insider dealer; and 

(c)
the amount of any profit gained or loss avoided as a result of such insider dealing.

The Tribunal under the Chairmanship of Deputy High Court Judge Saunders completed its inquiry in respect of liability, that is to identify those persons who did or did not commit acts of insider dealing, and submitted a report in that regard to the Financial Secretary on 8 September 2006.

The company

In March 1999, Asia Orient Holdings Limited, (AOH), was a publicly listed company on the Stock Exchange of Hong Kong, (SEHK).  The company, which was not particularly profitable, was primarily engaged in the property sector.

China INFOBANK Limited, (CIL), was a private company incorporated in Hong Kong in February 1993.  It had, since inception, been engaged particularly in the gathering and collecting of information relating to China news and business, and storing and supplying that information from a database to customers and subscribers.

Swarkin Assets Limited (Swarkin), was jointly owned, as to 50% each, by Thomas Lau Luen Hung, (Mr Lau), and Tjia Boen Sien, (Mr Tjia), the Deputy Chairman and Managing Director of Deson Development International Holdings Limited, (Deson).  At all material times Mr Lau and Mr Tjia were the only directors of Swarkin.  Swarkin held 42.5% of the shares in CIL.  The other shareholders in CIL were Special Link Technology Limited, (Special Link) as to 22.5%, Mr Peter Kwan Pak Ming, (Mr Kwan), as to 17%, Mr Wilson Cho Kar Cheong, (Mr Cho), as to 15%, and Ellen Kong Yee Ching, (Ms Kong), as to 3%.  Mr Lau was Chairman of directors of CIL, and Mr Tjia was the Vice Chairman.

On 14 September 1999, the share price of AOH recorded an increase of 4.05% after a public announcement that it had entered into discussions with an independent party in relation to a possible investment in an internet-related company.

Trading in AOH shares was suspended on Wednesday 22 September 1999, and on that day a press conference was held in which it was announced that a wholly owned subsidiary of AOH, Jetcom, had entered into a share swap agreement, as a result of which AOH, through Jetcom, acquired a 40% interest in CIL.

The shares acquired by AOH in CIL came primarily from Swarkin.  By virtue of the share swap agreement the shareholding of Swarkin in CIL was reduced to 14%.  The shareholding of Special Link was reduced to 18%, that of Mr Kwan to 13.6%, that of Mr Cho to 12%, and that of Ms Kong to 2.4%.

When share trading in AOH reopened, following the lifting of the suspension, on 23 September 1999, the share price rose sharply from a close of $0.93 on 21 September 1999, by 40.86% to close at $1.31, with an intraday high of $1.34.

An investigation by the Securities and Futures Commission, (SFC), established that discussions as to an investment by AOH, in CIL, had begun on the late afternoon of 13 September 1999, at a meeting between Mr Tjia and Mr Richard Poon Jing, (Mr Poon), Managing Director of AOH.  Following that meeting Mr Tjia telephoned Mr Lau and informed him of the discussions.

The investigation established that between 14 September 1999, and 20 September 1999, Mr Lau, a director of Swarkin, and through that company, effectively a shareholder in CIL, had purchased 42,134,000 AOH shares, and sold 15,770,000 shares, a net acquisition of 26,364,000 shares in AOH.  The acquisitions and sales were made at prices ranging from $0.77 on 14 September 1999, and $0.90 on 20 September 1999.

It was alleged that before the announcement of the transaction whereby Swarkin agreed to sell shares in CIL to AOH’s subsidiary Jetcom on 22 September 1999, some parties had taken advantage of the relevant information they possessed to deal, counsel or procure another person(s) to deal in Asia Orient shares, thus constituting insider dealing.

Findings

The Tribunal concluded its findings by unanimous decision as follows - 

Mr Lau Luen Hung, Thomas (Thomas Lau) 

Thomas Lau was found to be an insider dealer in respect of his purchase of 42,134,000 Asia Orient shares and his sale of 15,770,000 Asia Orient shares, a net acquisition of 26,364,000 shares between 14 and 20 September 1999 in breach of the provisions of -

(a) section 9(1)(e) (Note 1) of the SIDO when he undertook dealings in the listed securities of AOH, having information which he knew to be relevant information, which he had received indirectly from Mr Poon whom he knew was connected with AOH, and directly from Mr Tjia whom he knew was connected with CIL;

(b) section 9(1)(a) (Note 2) of the SIDO when he undertook dealings in the listed securities of AOH in reliance upon his own knowledge of the contemplated transaction between AOH and CIL.

Note 1: Section 9(1)(e) of the SIDO states that when a person who has information which he knows is relevant information in relation to that corporation which he received (directly or indirectly) from a person - 

(i) whom he knows is connected with that corporation; and 

(ii) whom he knows or has reasonable cause to believe held that information by virtue of being so connected, 

deals in the listed securities of that corporation or their derivatives (or in the listed securities of a related corporation or their derivatives) or counsels or procures another person to deal in those listed securities or their derivatives. 

Note 2: Section 9(1)(a) of the SIDO states that insider dealing in relation to a listed corporation takes place when a person connected with that corporation who is in possession of information which he knows is relevant information in relation to that corporation deals in any listed securities of that corporation or their derivatives (or in the listed securities of a related corporation or their derivatives) or counsels or procures another person to deal in such listed securities knowing or having reasonable cause to believe that such person would deal in them. 
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