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SFC Takes Disciplinary Action Against a Dealing Director
and a Dealer's Representative of Unicorn Securities
Company Limited

17 Dec 1998

The Securities and Futures Commission announced today that it had:

publicly reprimanded Mr Chan Kar-Lun Colin (Chan), a dealing director of Unicorn Securities Company
Limited (Unicorn); and

suspended the registration of Mr So Le-Hian (So), one of the dealer's representatives of Unicorn, for a
period of 1 year.

The action resulted from an investigation by the SFC which found that So had, for a period of 3
months:

conducted his own trading through the account of a client without the knowledge and consent of Unicorn;
engaged in trading malpractices to the detriment of clients at Unicorn;

booked error trades to a client's account thereby exposing Unicorn to market and credit risks which Unicorn
was not aware of; and

illegally short sold through a client's account.

It was also found that the activities of So went undetected because of internal control failings at
Unicorn, including failures to:

properly segregate duties and functions;

have in place an adequate audit trail;

monitor manual cross trades;

have in place a staff dealing policy;

have in place a system to identify possible illegal short selling and to monitor error trades.

Chan was responsible for these failings. He was also the dealing director directly involved in the
handling of the account of a client, who was found to have engaged in illegal short selling through
that account. In publicly reprimanding Chan the SFC had taken into consideration the following
factors:

the substantial steps taken by Unicorn's directors to rectify weaknesses in Unicorn's management and
internal controls to the satisfaction of the SFC; and
an apology by Unicorn and its directors for the company's failings.
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