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SFC suspends Tai Nga Chun for operating secret
account

13 Jul 2015

The Securities and Futures Commission (SFC) has suspended Ms Tai Nga Chun for eight months from
10 July 2015 to 9 March 2016 (Note 1).

The disciplinary action follows an SFC investigation which found that from January to June 2013, Tai
operated a secret account and conducted 85 personal trading activities through the account, in
breach of her employer’s internal control policies (Note 2).

The SFC considers Tai’s conduct was dishonest and made it impossible for her employer to identify
and monitor her trading activities, without which licensed corporations would not be able to detect
potential malpractices arising from staff trading.

The SFC has looked into the trading in Tai’'s account and found no sign of any other misconduct.

The SFC reduced the period of suspension taking into account that Tai has expressed remorse for her
misconduct.

Licensed persons are required to follow the employee dealing procedures implemented by their
employers in accordance with the Code of Conduct, because such controls are not purely internal to
their employers but constitute an integral part of the regulatory system, as they seek to ensure
integrity in the manner in which employees conduct personal trading (Note 3).

End
Notes:

1. Tai is licensed as a representative under the Securities and Futures Ordinance to carry on Type 6
(advising on corporate finance) regulated activities and was accredited to Kingston Corporate Finance
Limited from 13 May 2013 to 10 July 2013.

2. At the material time, Tai was employed by Kingston Corporate Finance Limited and she breached
Kingston’s internal control policies with regard to employee dealings.

3. See paragraph 12.2 of the Code of Conduct for Persons Licensed by or Registered with the Securities and
Futures Commission.

A copy of the Statement of Disciplinary Action in relation is available on the SFC website
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STATEMENT OF DISCIPLINARY ACTION

The Disciplinary Action

1.

The Securities and Futures Commission (SFC) has suspended Ms Tai Nga
Chun for eight months, pursuant to section 194 of the Securities and Futures
Ordinance (SFO).

The disciplinary action is taken because Tai has failed to disclose to her
employer the existence of one of her personal securities trading accounts and
the securities transactions conducted in that account, in breach of her
employer’s internal control policies.

Summary of facts

3.

Tai was an account executive of Kingston Corporate Finance Limited
(Kingston) from 2 January 2013 to 10 July 2013.

Investigation into Tai’s conduct stemmed from a report by Kingston in July
2013 that Tai was dismissed by Kingston due to breach of internal control
policies — Tai failed to disclose her securities trading account to Kingston and
she conducted personal trading through such account without Kingston'’s prior
approval.

According to Kingston’s Internal Control Procedures Manual, employees are
required to obtain prior written approval for personal account dealings in listed
securities from the compliance officer. Kingston also requires that employees
declare, upon joining Kingston, all their securities accounts maintained other
than with Kingston Securities Limited and Kingston Futures Limited.

Tai maintained a securities trading account with I-Access Investors Limited (-
Access) and HSBC since October 2010 and March 2007 respectively. From
January to June 2013:

(@) Tai conducted 85 securities transactions in her account with I-Access (I-
Access Account).

(b) Tai bought shares in a listed company in her account with HSBC (HSBC
Account) on 28 March 2013, and sold them all on 13 June 2013.

By an account declaration form (&:Flfi§ = i #;3%) dated 3 January 2013 (i.e.
the day after Tai joined Kingston), Tai declared that she maintained the HSBC
Account only. Further, she signed a letter authorising HSBC to deliver copies
of the trade confirmations and statements relating to the HSBC Account to
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10.

11.

Kingston. However, Tai did not disclose that she also maintained the I-Access
Account?.

At the end of March / in early April 2013, Kingston received a trade
confirmation from HSBC which confirmed that Tai had bought shares of a
listed company on 28 March 2013. Tai did not apply for prior approval to buy
such shares on or before 28 March 2013, and Kingston only discovered the
purchase upon receiving the trade confirmation from HSBC.

Kingston’s compliance officer reminded Tai that she had to seek approval
from Kingston before conducting any personal trades. Subsequently, Tai
sought Kingston’s approval to sell the shares in the HSBC Account in June
2013. However, although Tai had used the I-Access Account to conduct
personal trading from January to June 2013, she did not disclose the
existence of the I-Access Account or the transactions conducted therein to
Kingston until after she closed the I-Access Account in July.

Tai told us that she did not know that she had to disclose all of her securities
trading accounts to Kingston. Tai also claimed that she did not disclose the I-
Access Account to Kingston after the compliance officer reminded her the
employee dealing procedures at the end of March / early April 2013 because
she intended to sell all stocks in the I-Access Account and to close the
account before making a report to Kingston.

The SFC has also looked into the trading in the I-Access Account but found
no sign of any other misconduct.

Breaches and reasons for action

Breach of General Principle 1, Code of Conduct?

12.

13.

14.

General Principle 1 of the Code of Conduct requires all licensed persons to
act honestly, fairly, and in the best interests of their clients and the integrity of
the market when conducting their business activities.

In so far as personal trading is concerned, employees of licensed
corporations (including licensed representatives) should follow the employee
dealing procedures of their employers because a failure to honour those
controls will not only breach the internal policies of their employers but also
prevent them from monitoring personal trading of their employees, which is
important for the prevention and identification of potential market misconduct.

Kingston’s controls with regard to employee dealings are not purely internal to
Kingston but constitute an integral part of the regulatory system, as they seek
to ensure integrity in the manner in which employees conduct personal

1 As of 3 January 2013, there were no holdings in the HSBC Account but Tai held listed securities and
Government ibonds in the I-Access Account. Both |-Access and HSBC are not related to Kingston or its
affiliated companies.

2 Code of Conduct for Persons Licensed by or Registered with the SFC
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15.

16.

17.

trading. Kingston would not be able to comply with the regulatory
requirements of paragraph 12.2 of the Code of Conduct without the co-
operation and assistance from their employees?.

Although Tai informed us that she did not know that she had to disclose all of
her securities transactions to Kingston, Kingston’s account declaration form
made it clear that disclosure of all securities accounts is required. Further,
Tai’s selective disclosure of the inactive HSBC Account to Kingston but not
the I-Access Account which she used actively attracts the inference that she
intended to hide her personal trading from Kingston and evaded Kingston’s
monitoring over her personal trading activities.

The evidence also reveals that Tai had conducted over 50 securities
transactions in the I-Access Account without obtaining Kingston’s prior
approval, after she had been specifically requested by Kingston’s compliance
officer to disclose her personal trading activities and obtain Kingston’s prior
approval before conducting any personal trades.

The SFC finds that Tai's conduct is dishonest and in breach of General
Principle 1 of the Code of Conduct.

Conclusion

18.

In deciding the disciplinary sanction, the SFC has taken into account all
relevant circumstances, including Tai’s conduct is dishonest and could
jeopardize the best interests of his clients, his employer and market integrity,
but that she eventually reported the I-Access Account to Kingston voluntarily
and is remorseful for her conduct.

3 Paragraph 12.2 of the Code of Conduct requires licensed corporation to implement procedures and
policies on employee trading and to actively monitor the trading activities in their employee’s accounts
and their related accounts.
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