JML

Jeffrey Mak Law Firm
X ERIMSESA

www.jmaklegal.com

Hong Kong Recent Enforcement Actions: Cases
and Consequences
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This article provides an overview of recent enforcement
cases noteworthy to listed companies in Hong Kong,
categorized by the nature of misconduct rather than the
regulatory authorities responsible. Drawing on actions
by the Securities and Futures Commission (SFC), The
Stock Exchange of Hong Kong Limited (HKSE), the
Independent Commission Against Corruption (ICAC),
the Hong Kong Competition Commission, and the
Companies Registry, it covers topics such as breaches
of directors’ duties, internal control failures, market
misconduct, fraud, corruption, anti-money laundering
violations, competition law breaches, company law
compliance, and investor compensation cases. This
thematic approach highlights common compliance
challenges and underscores the critical need for robust
governance to protect market integrity and investor
interests.
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1. Directors’ Duties and Corporate Governance
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Directors of listed companies in Hong Kong are
entrusted with fiduciary duties to act with skill, care,
diligence, and in the best interests of the company and
its shareholders. Breaches, including inadequate
oversight and conflicts of interest, can lead to significant
enforcement actions.
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i. Duty to Exercise Due Skill, Care, and Diligence

Directors must actively verify financial information and
exercise independent judgment to ensure compliance.
In the case of Anxin-China Holdings Limited (Stock
Code: 1149) in March 2025, the SFC secured a court
order disqualifying the former financial controller of the
company from serving as a director, liquidator, receiver,
or manager of any corporation in Hong Kong, or
participating in corporate management, for three years
due to breaches of these duties.

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-
and-announcements/news/enforcement-
news/doc?refNo=25PR30)

In proceedings involving 3DG Holdings (International)
Limited (Stock Code: 2882) in March 2025, the SFC
initiated proceedings against eight former directors,
including independent non-executive directors. The
company’s subsidiary had granted loans totaling
HK$74.4 million, many to entities closely linked to the
company, reflecting failures in due diligence and
oversight.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news
-and-announcements/news/enforcement-
news/doc?refNo=25PR31)

Typically, transactional due diligence is typically
required. In the cases of Pa Shun International Holdings
Limited (Stock Code: 574), Wisdom Wealth Resources
Investment Holding Group Limited (Stock Code: 7), and
Xinming China Holdings Limited (Stock Code: 2699),
directors were found to have failed to conduct thorough
due diligence, critically evaluate valuations, and
manage conflicts of interest to ensure transparency and
compliance.

(See:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2025/250211news?sc_lang=en,



https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/enforcement-news/doc?refNo=25PR30
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/enforcement-news/doc?refNo=25PR30
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/enforcement-news/doc?refNo=25PR30

https://www.hkex.com.hk/News/Requlatory-

Announcements/2024/240708news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240220news?sc_lang=en)

Under Rule 3.08 of the HKSE Main Board Listing Rules,
directors must fulfill fiduciary duties with skill, care, and
diligence. Failure to do so may result in HKSE
disciplinary action and civil or criminal liabilities under
Hong Kong law or the laws of other jurisdictions.
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Directors must conduct regulated activities competently,
honestly, and fairly, ensuring proper asset management
and timely disclosure. In the case of LET Group
Holdings Limited (Stock Code: 1383) and Summit
Ascent Holdings Limited (Stock Code: 102) on
September 27, 2024, the SFC addressed breaches and
emphasized the need for directors to apply skill, care,
and diligence to comply with regulations and maintain
proper conduct.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/doc?refNo=24PR157)
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iii. Governance and Oversight

Effective governance requires directors to oversee
management, establish robust internal controls, and
prevent asset misuse. In the enforcement action against
3DG Holdings (International) Limited (Stock Code: 2882)
on March 14, 2025, the SFC highlighted the governance
failures as directors had allowed improper loan
arrangements.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/enforcement-
news/doc?refNo=25PR31)
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iv. Acting in the Company’s Best Interest

Directors must prioritize the company’s interests and
avoid conflicts. In the case of SoftMedx Healthcare
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Limited (Stock Code: 648) on September 4, 2024, the
company faced allegations that directors had failed to
disclose de facto directorships, leading to false or
misleading information and conflicts of interest.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news
-and-announcements/news/doc?refNo=24PR145)

In proceedings involving Asia Resources Holdings
Limited (Stock Code: 899) on December 9, 2024, the
SFC noted that directors must not exploit their positions
to enrich themselves at the expense of minority
shareholders.

(See:
https://apps.sfc.hk/edistribution\WWeb/gateway/EN/news-
and-announcements/news/doc?refNo=24PR206)
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v. No Conduct Prejudicial to Investors’ Interests

Directors must ensure urgent financial needs do not
lead to circumvention of Listing Rules, address improper
conduct promptly, and prioritize disclosure and conflict
management. In the cases of Fantasia Holdings Group
Co., Limited (Stock Code: 1777), Colour Services Group
Co., Limited (Stock Code: 1778), Kaisun Holdings
Limited (Stock Code: 8203), Link Holdings Limited
(Stock Code: 8237), and China Ecotourism Group
Limited (Stock Code: 1371), directors were held
responsible for upholding these standards.

(See:

https://www.hkex.com.hk/News/Reqgulatory-
Announcements/2025/250306news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/241210news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240516news?sc_lang=en)
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vi. Managing Conflicts of Interests

Directors must ensure the use of initial public offering
(IPO) proceeds aligns with disclosed purposes,
maintain effective internal controls, and manage
conflicts, particularly in dual roles. In the case of
Xinming China Holdings Limited (Stock Code: 2699),
directors were required to address conflicts
transparently to ensure compliance. Similarly, in the
case of Tenfu (Cayman) Holdings Company Limited
(Stock Code: 6868), directors holding dual roles were
mandated to implement controls to mitigate conflicts
and uphold ethical conduct, reinforcing the need for
robust governance to protect investor interests.
Interested directors should not take part in the decision-
making process and must abstain from voting on the
decision.

(See:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240220news?sc_lang=en .
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/241121news?sc_lang=en)
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2. Internal Controls, Disclosure, and Transactions

MERIZH. KBRS

Robust internal controls, timely disclosure, and
compliant transactions are essential for regulatory
adherence and investor confidence.
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BREBEFEVEREE,
i. Internal Controls

The HKSE has consistently emphasized the critical role
of an effective internal control framework in ensuring
compliance. In the cases of Sunshine 100 China
Holdings Ltd (Stock Code: 2608) and China Ecotourism
Group Limited (Stock Code: 1371), the HKSE
highlighted the importance of establishing and
maintaining independent internal control reviews to
promote transparency and regulatory adherence.

(See:

https://www.hkex.com.hk/News/Reqgulatory-
Announcements/2024/241126news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240425news?sc_lang=en)
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ii. Disclosure Obligations

Timely and accurate disclosure is vital for investor trust.
The HKSE emphasized this in the cases of Orient
Victory Smart Urban Services Holding Limited (Stock
Code: 265), China Haisheng Juice Holdings Co., Ltd.
(delisted), and Link Holdings Limited (Stock Code:
8237), requiring complete and truthful information to
foster transparency.

(See:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240625news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240606news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240516news?sc_lang=en)

Making false declarations or giving false information to
the HKSE constitutes a breach of the Listing Rules.

Providing information to the HKSE that is false or
misleading in a material aspect renders the company
liable for prosecution under Section 384 of the
Securities and Futures Ordinance (Cap.571) (SFO).
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iii. Announcements and Prospectuses

Prospectus disclosures must be accurate, as
highlighted in the case of China Gas Industry
Investment Holdings Co. Ltd. (Stock Code: 1940).
Misleading announcements, as seen in the case of
China Haisheng Juice Holdings Co., Ltd. (delisted), can
erode investor trust and may constitute a contravention
of Section 384 of the SFO, rendering companies liable
for prosecution. Under Section 40A(1) of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance
(CO(WMP)O), authorizing a prospectus with untrue
statements can lead to imprisonment for up to three
years and a fine of HK$700,000 on indictment, or a fine
of HK$150,000 and 12 months’ imprisonment on
summary conviction.

(See:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240227news?sc_lang=en .
https://www.hkex.com.hk/News/Reqgulatory-
Announcements/2024/240606news?sc_lang=en)
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iv. Compliance of Transactions

Directors must ensure compliance in connected
transactions and uphold internal controls. These
obligations can be seen in the cases of MIE Holdings
Corporation (Stock Code: 1555), Kaisun Holdings
Limited (Stock Code: 8203), and Xinming China
Holdings Limited (Stock Code: 2699).

(See:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2025/250304news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/241210news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240220news?sc_lang=en)

All transactions must be conducted in the company’s
best interests. Complex transactions, as illustrated in
the case of China General Education Group Limited
(Stock Code: 2175), require particular care. Significant
transactions, as seen in the case of Suchuang Gas
Corporation Limited (delisted), must be overseen by the
full board to ensure proper disclosure and compliance.
(See:

https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/241017news?sc_lang=en ,
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240509news?sc_lang=en)

V. FIATZRZE5H

EETHRRXBEZ AN FHEPRIIES . XL
&1 MIE 8RR BIRAS (MRS 1555), FlIR
EERERAT (BHARS: 8203)Kk#HH T EHIEKAE IR
NE (BHRS: 2699)XHFHEHHPBIRIR, .
(B0

https://www.hkex.com.hk/News/Regulatory-
Announcements/2025/250304news?sc _lang=zh-HK
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/241210news?sc _lang=zh-HK
https://www.hkex.com.hk/News/Regulatory-
Announcements/2024/240220news?sc_lang=zh-HK )

PEXZHINRERENEABN. ERXSH, WF
ERFTHEEAETRLT (BRNRS: 2175)FMHT,
LTHBREELE. EXXSH, MAURRNDEBRA

g (ERM)RMT, SIABS2AESESEE, MUBHRE
LIEESEM.

(B0

https://www.hkex.com.hk/News/Regulatory-
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3. Corporate Funds and Dubious Loans 1% &l
LR

Transparent management of corporate funds is critical
to prevent misuse and fraud. Dubious loan
arrangements have been a focus of SFC enforcement.

LV HEESHNEREENHIDERTMREEXRER., T4
RREAF—ERILESHUENER.

i. Dubious Loan Arrangements

In certain cases, senior executives have exploited loan
arrangements to divert funds to related parties. In
October 2023, the SFC commenced proceedings
against FingerTango Inc (Stock Code: 6860) for
granting 20 loans totaling over HK$500 million to 15
borrowers between May 2020 and March 2021, with
inadequate due diligence. Over 80% of these loans,
amounting to HK$424 million, were impaired, reflecting
defaults. Legal proceedings for disqualification and
compensation are ongoing.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/doc?refNo=25PR7)

On February 6, 2024, the SFC secured a disqualification
order against the former CFO of Fuginiao Co., Ltd
(Stock Code: 1819) for executing 87 undisclosed
deposit pledge arrangements worth RMB 5.3 billion as
collateral for substantial shareholder’s loans from banks,
and failing to disclose them in financial reports.

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-
and-announcements/news/doc?refNo=24PR17)

On April 25, 2024, the SFC announced findings in the
case of China Ecotourism Group Limited (Stock Code:
1371) for loans totaling HK$460 million, with proceeds
transferred to entities linked to former directors. HK$407
million of these loans were impaired in 2019,
highlighting the adverse consequences of deficiencies
in credit assessment and internal controls.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/enforcement-
news/doc?refNo=24PR76)
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The SFC also took action against the full board in the
case of 3DG Holdings (International) Limited (Stock
Code: 2882) in March 2025 seeking disqualification and
compensation orders, for their failure to stop the
granting of improper loans amounting to HK$74.4
million.

(See:
https://apps.sfc.hk/edistribution\WWeb/gateway/EN/news-
and-announcements/news/doc?refNo=25PR31)

It should be noted that, in July 2023, the SFC and the
Accounting and Financial Reporting Council (AFRC)
issued a joint statement highlighting the surge in
corporate fraud through dubious loans, urging listed
companies to scrutinize related-party loans for
commercial rationale and strengthen internal controls.
(See: https://www.sfc.hk/en/News-and-
announcements/Policy-statements-and-
announcements/Joint-statement-of-the-SFC-and-the-
AFRC)
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ii. Transparent Management of Funds

On April 15, 2024, Tianyun International Holdings
Limited (Stock Code: 6836) faced a trading suspension
due to concerns over false or misleading information
affecting market integrity. The SFC may direct the
HKSE to suspend trading when materially false
information is included in listing documents.

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-
and-announcements/news/doc?refNo=24PR67)

ii. HEEYETE
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4. Market Misconduct T4 {734

Market misconduct, including insider dealing, false
trading, and market manipulation, is regulated under
Part XllI of the SFO. The Market Misconduct Tribunal,
established under Article 251, adjudicates disputes, and
Section 281 holds perpetrators liable for compensating
losses. Offenses under Part XIV can result in fines up to
HK$10 million and imprisonment for 10 years on
indictment, or HK$1 million and three years on summary
conviction. Courts may impose disqualification orders
and restrict securities dealings.
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i. Insider Dealing

Insider dealing is a serious offense under Section 291
of the SFO. In August 2024, a former CEO of China
Forestry (Stock Code: 930) and his investment vehicle
Top Wisdom Overseas Holdings Limited were found by
the Market Misconduct Tribunal (MMT) to be liable for
insider dealing. The former CEO was also held culpable
for disclosing false or misleading information in IPO
prospectuses and annual reports of the company

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-
and-announcements/news/doc?refNo=24PR133)

In October 2024, in the case of Dickson Concepts
(International) Limited (Stock Code: 113), the SFC
instituted proceedings in the MMT against the company
for failing to disclose inside information about certain
significant proposed acquisitions in a timely manner,
and also commenced insider dealing proceedings in the
MMT against Dickson Poon .

(See:
https://apps.sfc.hk/edistribution\WWeb/gateway/EN/news-
and-announcements/news/doc?refNo=24PR168)

In January 2025, the MMT sanctioned a chauffeur and
his wife for insider dealing of shares in Asiasec
Properties Limited, formerly known as Dan Form
Holdings Company Limited (Dan Form), and ordered
disgorgement of their illicit profits. The chauffeur worked
for the family of the chairman of another listed company
that was seeking to acquire Dan Form.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news
-and-announcements/news/doc?refNo=25PR9)

In February 2025, the SFC commenced MMT
proceedings against Wong Pak Ming for alleged insider
dealing involving shares in Transmit Entertainment
Limited (Stock Code: 1326).

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-
and-announcements/news/doc?refNo=25PR26)
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ii. False Trading

False trading, prohibited under Section 295 of the SFO,
creates misleading market appearances. In May 2024,
the SFC successfully scheduled a pre-trial review
against a person charged with creating a false or
misleading appearance in the market or the share price
of China All Access (Holdings) Limited (Stock Code:
633) .

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-
and-announcements/news/doc?refNo=24PR91 )

In July 2024, three persons were jailed for terms ranging
from 52 to 80 months in a landmark false market case
involving shares in Ching Lee Holdings Limited (Stock
Code: 3728), underscoring Hong Kong’s zero-tolerance
stance on market misconduct.

(See:
https://apps.sfc.hk/edistribution\WWeb/gateway/EN/news-
and-announcements/news/doc?refNo=24PR125 )

In January 2025, a person and his brother-in-law were
charged for alleged conspiracy to commit false trading
in the shares of Pa Shun International Holdings Limited
(Stock Code: 574).
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(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-

and-announcements/news/doc?refNo=25PR12)
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iii. Market Manipulation

In October 2024, the Court of First Instance granted an
interim injunction against 11 suspected manipulators of
shares of Ding Yi Feng Holdings Group International
Limited (Stock Code: 612), freezing HK$6.35 billion in
assets, in proceedings brought by the SFC under
section 213 of the SFO.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news
-and-announcements/news/doc?refNo=24PR178)

In November 2024, the SFC commenced MMT
proceedings against the former chairman of Ding Yi
Feng Holdings Group International Limited (Ding Yi
Feng) and others for market manipulation involving the
shares of Smartac International Holdings Limited
(Stock Code: 395) (Smartac) that inflated Smartac’s
share prices and turnover. Ding Yi Feng held a
significant amount of shares in Smartac at the material
time.

(See:
https://apps.sfc.hk/edistribution\WWeb/gateway/EN/news-
and-announcements/news/doc?refNo=24PR191 )
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5. Fraud #&iE

Fraudulent activities, including share option fraud and
backdoor listings, undermine market integrity.
Convictions under Section 16A of the Theft Ordinance
or Section 159C of the Crimes Ordinance can lead to up
to 14 years’ imprisonment.
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i. Share Option Fraud

On October 25, 2024, a former independent non-
executive director of Metaverse Yunji Technology
Group Company Limited (Stock Code: 8287, now
delisted, then known as Zioncom Holdings Limited at
the material time) and others conspired to defraud the
company by falsely claiming that 10 of 11 individuals
were employees, inducing the grant of 66 million share
options to them.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-announcements/news/doc?refNo=24PR179 )
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ii. Backdoor Listing Fraud
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The ICAC prosecuted the former substantial
shareholder and chairman of Asia Resources Holdings
Limited (delisted) for concealing a backdoor listing
agreement involving illicit payments exceeding HK$200
million, defrauding the HKSE and shareholders. The
defendants, Chim Pui-chung and Ricky Chim Kim-lun,
were sentenced to 34 and 37 months’ imprisonment
respectively.

(See: https://apps.sfc.hk/edistributionWeb/api/news/list-
content?refNo=24PR206&lang=TC )
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https://apps.sfc.hk/edistributionWeb/api/news/list-
content?refNo=24PR206&lang=TC )

iii. Conflicts of Interest Leading to Fraud

A former manager of Johnson Electric Holdings Limited
(Stock Code: 179) concealed interests with a supplier,
leading to HK$70 million in purchase orders over 6.5
years. The ICAC emphasized the need for conflict-of-
interest declaration systems.

(See:

https://hkbedc.icac.hk/zh-

hans/integrity _focus/recent_icac_cases/822 )

ii. SEECTERIF 7 T
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https://hkbedc.icac.hk/zh-

hans/integrity focus/recent icac cases/822)

6. Corruption &5

Corruption, including mainly bribery and false
accounting, violates the Prevention of Bribery
Ordinance, with penalties including fines up to HK$1
million and imprisonment for up to 10 vyears, or
HK$500,000 and three years under summary
procedures.

R, TEEREEMHBEKRE, B& (BILBEFR
By, ASEEERS 100 AETIRE 10 F52, 5
B ZIEFF T 50 T AT K 3 FiEE,

i. Preferential Treatment and Embezzlement

Companies must implement clear systems for declaring
conflicts of interest. In the case of Beijing Capital Land
Limited (Stock Code: 2868), a former deputy general
manager conspired with an Australian businessman to
embezzle AUD 2.9 million through preferential
treatment in overseas property investments.

(See:

https://www.icac.org.hk/en/p/press/index_id 1999.html)
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https://www.icac.org.hk/en/p/press/index_id 1999.htm
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ii. Fictitious Transactions and False Accounting

In 2024, a cross-border operation by the ICAC, SFC,
and Macao Judiciary Police arrested seven individuals,
including a listed company’s chairman and executive
director, for fictitious transactions and false accounting
totaling HK$120 million, violating the Prevention of
Bribery Ordinance. The case underscores the need for
enhanced compliance reviews and anti-corruption
training.

(See:

https://apps.sfc.hk/edistributionWeb/api/news/list-
content?refNo=24PR137&lang=TC )
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7. Anti-Money Laundering and Financial Crimes [x
HEMERIERE
Robust anti-money laundering (AML) and counter-

financing of terrorism (CFT) systems are essential to
prevent financial crimes.

RREMRER (AMLEREEE (CFT)RGXNHLES
MIEREXEER.

i. AML/CFT Compliance
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In October 2024, in the case of Zheshang International
Financial Holdings Company Limited (Stock Code:
3638) , the company was fined HK$2.66 million for
failing to monitor client activities and implement effective
AML/CFT systems. Compliance with SFC and Hong
Kong Monetary Authority guidelines is essential, with
non-compliance punishable by the court under the

Anti-Money  Laundering and  Counter-Terrorist
Financing Ordinance (AMLO) or SFO.

(See:
https://apps.sfc.hk/edistribution\Web/gateway/EN/news-

and-announcements/news/doc?refNo=24PR169 )
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ii. Money Laundering

In the case of Sunway International Holdings Limited
(Stock Code: 200), a former personal assistant was
sentenced to five years’ imprisonment for conspiring to
handle HK$125 million in crime proceeds from unlawful
loans, causing losses exceeding HK$80 million. Under
Section 25 of the Organized and Serious Crimes
Ordinance, such offenses can lead to fines up to HK$5
million and 14 years’ imprisonment on indictment, or
HK$500,000 and three years on summary conviction.
(See:

https://www.icac.org.hk/en/p/press/index_id 1928.html)
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8. Competition Law Violations & x & %%

The Competition Ordinance prohibits anti-competitive
agreements under the First Conduct Rule, with
penalties including fines up to 10% of Hong Kong
turnover for three years and director disqualification.

In March 2023, the Competition Commission initiated
proceedings against five entities, including MTT Group
Holdings Limited (Stock Code: 2350), and three
individuals for cover bidding in 189 applications worth
HK$13 million. The settlement resulted in fines
exceeding HK$1.3 million and a two-year director
disqualification for one individual.

(See:
https://legalref.judiciary.hk/Irs/common/ju/ju_frame.jsp?
DIS=161668&currpage=T)

(ZEFEH) E—THFUELERZTFHL, LHETE
REABEBELH 10%M5K, F53F, NEBUAE

2023 3 B, EHEEZZASWEEHRERAREKER
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https://legalref.judiciary.hk/Irs/lcommon/ju/ju_frame.jsp?
DIS=161668&currpage=T)

9. Company Law Compliance A 3341

Compliance with the Companies Ordinance ensures
proper corporate governance, while compliance with the
AMLO safeguards against financial crime. Breaches of
these laws can result in fines, imprisonment, and
reputational harm.

B (REEG) THERASIGEEM, BT (FTEHH
BREHDTAHAESEREKHB) WHLESRIEE. BRE

WERTRESBIR. BERFEZR.
i. Provision of False or Misleading Information

In November 2024, Chen Aowei, was convicted under
Section 53ZN(1) of the AMLO for providing false or
misleading information to the Companies Registry, and
was sentenced to a HK$7,000 fine.

(See:
https://www.cr.gov.hk/en/compliance/prosecution/case-
20241128.htm)

I BEEREIR-Z LGSR

2024 £ 11 B, BRZERREASIMEREERSIRS
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7,000 #E T,

(B
https://www.cr.gov.hk/en/compliance/prosecution/case-
20241128.htm)
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ii. Failure to Maintain Company Records

In August 2023, several companies were fined
HK$16,000 each for failing to maintain statutory records,
such as registers of members and directors, violating
the Companies Ordinance.

(See:
https://www.cr.gov.hk/en/compliance/prosecution/case-
20230802.htm)

ii. KEERFFAETICR
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10. Seeking Compensation for Investors 4i%EE T
R

The SFC employs various mechanisms to secure
compensation for investors affected by misconduct,
ensuring fair outcomes for minority shareholders.

Sections 212 and 214 of the SFO empower the SFC to
petition the court for winding-up or other orders where
corporate affairs are oppressive, involve fraud, or
prejudice shareholders, ensuring investor protection.

LSRR AZ ML ARA LT AR MR EEF G
=, BROBEEREATE

GEFEIIEB) 5 212 & 214 FRVELEREAS)
ESEBRER. SEREFIRERRNEN, TePEE
REBEFIHMPCHNZRE, MNRERAEZENE.

i. Overpriced Acquisitions and Fictitious Income

In July 2018, the SFC uncovered misconduct by two
executive directors and a shadow director of Combest
Holdings Limited (delisted), who orchestrated
overpriced acquisitions worth HK$240 million and
overstated revenue by 84-99% from 2016 to 2019. A
2020 petition under Sections 212 and 214 of the SFO
led to a settlement, with the directors paying HK$192
million in compensation to shareholders via special
dividends.

(See: https://apps.sfc.hk/edistributionWeb/gateway/EN/news-
and-
announcements/news/doc?refNo=24PR149&%3A~%3Atext=
On%2018%20May%202020%2C%20the%20SFC%20comm
enced%20the%20court%20proceedings%2Cthan%20%2429
3%20million%20to%20Combest )
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ii. Inflated Bank Balances

In October 2022, the former chairman of Sound Global
Ltd. (Stock Code: 967) inflated subsidiary bank
balances by RMB2.18 billion and RMB2.72 billion for
2012 and 2013, respectively. The court ordered the
chairman to purchase other shareholders’ shares under
Section 214 of the SFO.

(See:
https://apps.sfc.hk/edistributionWeb/gateway/EN/news-and-
announcements/news/doc?refNo=22PR78 )
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iii. Misappropriation of Funds

In 2019, in the case of Changgang Dunxin Enterprise
Company Limited (delisted), the company diverted
HK$163 million from share and bond placements to its
chairman and executive director, concealed by falsified
records. In March 2024, the court ordered the former
CFO to pay HK$163 million plus interest, emphasizing
liability applies regardless of personal gain.

See:
Lttps://apps.sfc.hk/edistributionWeb/qatewav/EN/news-and-
announcements/news/doc?refNo=24PR61)

iii. HEHEE
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iv. Fictitious Purchases

In 2019, three former directors of SMI Culture & Travel
Group Holdings Limited (Stock Code: 2366) embezzled
HK$35.2 million to HK$74.3 million through overpriced
broadcasting rights purchases, causing a HK$235.36
million loss. In May 2024, the SFC obtained
preservations orders and cooperated with the British
Columbia Securities Commission to preserve assets
abroad.

(See:

https://apps.sfc.hk/edistributionVWeb/gateway/EN/news- and-
announcements/news/doc?refNo=24PR84
https://apps.sfc.hk/edistributionVWeb/gateway/EN/news- and-
announcements/news/doc?refNo=24PR100)

iv. G
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(B
https://apps.sfc.hk/edistributionWeb/gateway/TC/news-
and-announcements/news/doc?refNo=24PR84 ;

https://apps.sfc.hk/edistributionWeb/gateway/TC/news-
and-announcements/news/doc?refNo=24PR100)

Information in this update is for general reference only
and should not be relied on as legal advice.

AENABRASFER TR X ZERIL

© 2025 JCHM Limited. All rights reserved.
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