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SFC bans Wong Sze Yiu for six months

26 Oct 2015

The Securities and Futures Commission (SFC) has banned Mr Wong Sze Yiu, a former account
executive of Core Pacific-Yamaichi International (H.K.) Limited (CPYI), from re-entering the industry
for six months from 26 October 2015 to 25 April 2016 for failures in relation to managing a client’s
account on a discretionary basis (Note 1).

The disciplinary action follows an investigation by the SFC which found that, from around February or
March 2012 until September 2014, Wong conducted discretionary trading in a client’s account without
obtaining her written authorization, and without the knowledge and approval of his employer.

Although the client verbally authorized Wong to trade in her account on a discretionary basis, the
absence of written authorization prevented monitoring and supervision by Wong’s employer. The SFC
considers that Wong’s conduct resulted in non-compliance with the regulatory requirements on the
authorization and operation of a discretionary account under the Code of Conduct (Note 2).

In deciding the sanction, the SFC took into account that Wong’s misconduct lasted for two and a half
years, his clean disciplinary record and his cooperation with the SFC.

End
Notes:

1. Wong was licensed under the Securities and Futures Ordinance to carry on Type 1 (dealing in securities)
and Type 2 (dealing in futures contracts) regulated activities. He was accredited to CPYI, Core Pacific-
Yamaichi Securities (H.K.) Limited and Core Pacific-Yamaichi Futures (H.K.) Limited between 12 October
2011 and 29 September 2014. Wong is currently not licensed by the SFC.

2. Paragraph 7.1 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 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 banned Mr Wong Sze Yiu
(Wong)?! for a period of 6 months pursuant to section 194(1)(iv) of the
Securities and Futures Ordinance (SFO).

The SFC found that Wong effected transactions in a securities account of a
client (Client) at Core Pacific-Yamaichi International (H.K.) Limited (CPYI) on
a discretionary basis without obtaining written authorization from the Client.

Wong'’s conduct was in breach of General Principle 2 and paragraph 7.1 of
the Code of Conduct for Persons Licensed by or Registered with the SFC
(Code of Conduct).

Summary of Facts

4.

Wong was an account executive (AE) accredited to CPYI between October
2011 and September 2014.

The Client, who was introduced to Wong by her relative, opened a cash
securities account (the Account) at CPYI on 6 December 2011. Wong was
the responsible AE of the Account.

Two to three months after the Client opened the Account, she verbally
authorized Wong to trade in the Account on a discretionary basis since she
was not always in Hong Kong. Wong admitted that during the period from
around February or March 2012 until September 2014, he conducted trades
in the Account on a discretionary basis without obtaining written authorization
from the Client although he knew that this was against CPYI's internal
policies.

The operation of discretionary accounts was discouraged by CPYI as they
involved high risks. Pursuant to CPYI’s policy, such arrangement must be
subject to the approval of senior management at the CEO level. However,
Wong never informed CPY| and there was no documentation showing that he
was operating the Account on a discretionary basis.

CPYI’s internal policies on discretionary accounts which was set out in its
compliance manual (Compliance Manual) mirror paragraph 7.1 of the Code
of Conduct. Paragraph 7.1(a) of the Code of Conduct requires a licensed
person to obtain a written authorization before he can operate a discretionary
account for a client. Paragraph 7.1(c) of the Code of Conduct requires a
licensed person to designate such account as discretionary account.

1 Wong was licensed under the Securities and Futures Ordinance to carry on Type 1
(dealing in securities) and Type 2 (dealing in futures contracts) regulated activities. He
was accredited to Core Pacific-Yamaichi International (H.K.) Limited, Core
Pacific-Yamaichi Securities (H.K.) Limited and Core Pacific-Yamaichi Futures (H.K.)
Limited between 12 October 2011 and 29 September 2014. Wong is currently not
licensed by the SFC.
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10.

11.

Paragraph 7.1(d) of the Code of Conduct requires senior management to
approve the opening of a discretionary account.

In September 2011 and March 2012, Wong signed a document confirming
his understanding of and strict compliance with the Compliance Manual. He
also signed a form acknowledging that AEs were prohibited from operating
client's account discretionarily without proper authorization in writing.
Notwithstanding this, Wong admitted that in fact he did not review the
contents of the Compliance Manual nor did he read the policies and codes
relating to the operation of a discretionary account.

Accordingly, the regulatory requirements on the authorisation and operation
of a discretionary account provided for at paragraph 7.1 of the Code of
Conduct were not followed as Wong effected transactions in the Account on
a discretionary basis without obtaining written authorization from the Client.
Further, as the management of CPYI| was not aware of the Client’s verbal
authorization for Wong to manage the Account, it was not designated as a
discretionary account by the firm and senior management’s approval to
operate it as such had never been obtained.

As a licensed representative, Wong had a duty to ensure that the Client
signed a written authorization before conducting trades in the Account on a
discretionary basis. A written authorization, with a clearly defined scope of
authority and precise terms and conditions on how the discretion will be
exercised, is important because it protects the client from the risk of
unauthorized trades and the licensed corporation from unnecessary claims in
case the client disputes the trades.

Conclusion

12.

13.

Having considered all the circumstances, the SFC is of the view that Wong’s
conduct has called into question his fitness and properness to remain
licensed. Further, he has not met the standards required of him under
General Principle 2 (Diligence) and paragraph 7.1 (Authorisation and
operation of a discretionary account) of the Code of Conduct. In light of the
above, the SFC has decided to take the disciplinary action against Wong
described in paragraph 1.

In determining the appropriate sanction, the SFC took into account all relevant
circumstances, including that:

(&) Wong was aware that CPYI did not permit the operation of discretionary
accounts but nonetheless proceeded to do so at the Client’s request for
the purpose of earning more commission income;

(b) Wong’s misconduct in operating the Account on a discretionary basis
without obtaining written authorization from the Client lasted for two and
a half years;

(c) Wong admitted his misconduct and was remorseful;

(d) Wong has an otherwise clean disciplinary record; and

(e) Wong’s cooperation with the SFC.
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