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Court extends interim injunctions freezing assets of
suspected manipulators of GEM stock

27 Aug 2019

The Securities and Futures Commission (SFC) has commenced proceedings (the proceedings) under
section 213 of the Securities and Futures Ordinance (SFO) against a group of local and overseas
investors suspected of manipulating the shares of GEM-listed Ching Lee Holdings Limited (Ching Lee)
through a large scale and highly organised manipulative scheme (Note 1).

The proceedings were initiated on 11 July 2019 when the SFC applied for urgent interim injunctions,
with a view to ensuring that there are sufficient assets to meet the restoration orders that the court
may make for the benefit of affected counterparties to the impugned transactions involving Ching Lee
shares.

Deputy High Court Judge Liu yesterday ordered that the interim injunctions granted to the SFC on 15
July 2019 be continued, freezing assets of up to $124.9 million held by 15 local and overseas entities.
This represents the combined profit made by them and their nominees in their alleged manipulation
activities involving Ching Lee shares. The injunctions against several overseas entities cover their
assets worldwide.

The SFC’s application for interim injunctions was made as part of the proceedings against 20 individuals
and corporate entities (the defendants) alleging that they had devised, executed, or were otherwise
involved in a scheme to manipulate Ching Lee shares, contrary to the SFO (Note 2).

The SFC alleged that the manipulative scheme was planned and commenced before Ching Lee’s listing
on 29 March 2016, and lasted for more than five months, resulting in the artificial inflation of the share
price and turnover of Ching Lee shares between 29 March 2016 and 6 September 2016 and the
collapse of the Ching Lee’s share price by 90% on 7 September 2016.

The SFC is also seeking orders against the defendants to disgorge their profits and/or restore the
affected counterparties to their pre-transaction positions if the Court finds the defendants in
contravention of the relevant provisions of the SFO (Note 3).

The Court of First Instance further ordered that the interim injunctions against 15 of the defendants be
continued until a substantive or directions hearing for the injunctions or further order.

The SFC’s Executive Director of Enforcement, Mr Thomas Atkinson, said: “Seeking injunction and
restorative orders from the court against alleged cross-border manipulators is a key element of the
SFC’s enforcement strategy to prevent alleged wrongdoers from cashing-in on their misdeeds and
preserve suspected ill-gotten gains for future compensation to affected parties. Underscoring the
Commission’s commitment to zero tolerance of market misconduct and safeguarding the interests of
the investing public and market integrity, the SFC will continue to take appropriate and necessary
actions to combat market manipulations.”

End
Notes:

1. Ching Lee was listed on the Growth Enterprise Market of the Stock Exchange of Hong Kong Limited on 29
March 2016.

2. The injunction application was made on an ex parte basis (that is, without advance notification to the
defendants) against 16 of the defendants. Freezing injunctions have been granted and continued against
15 defendants.

3. A market manipulator may also be liable to criminal prosecution in which the maximum penalty is
$10,000,000 and 10 years of imprisonment, which can be imposed upon conviction on indictment.
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Yes but it appears that no prosecution is being brought, yet.
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