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SFC Reprimands Leung Wai Yip Ringo for Failings about
Discretionary Agreements of Clients

19 Dec 2002

The SFC has reprimanded Mr Leung Wai Yip Ringo, a securities dealer’s representative of South
Capital Brokerage Limited, for failing to inform South Capital of the discretionary agreements signed
by five of his clients.

SFC’s investigation found that Leung had used the power of attorney of his previous employer to
prepare the powers of attorney that were signed by the five clients, and that Leung did not inform
South Capital of these powers of attorney.

As a result, South Capital was not aware of the existence of these powers of attorney and the clients
were not offered the appropriate protection measures in relation to the operation of their
discretionary accounts.

Leung’s failings impugn his fitness and properness. The SFC therefore decided to reprimand Leung.

Mr Alan Linning, SFC’s Executive Director of Enforcement, said: “When a client has authorized in
writing a registered person to effect transactions for the client without the client’s specific
authorization before each transaction, the registered person should designate this account as a
‘discretionary account’.”

According to the Code of Conduct, a registered person is required to take a series of measures in
relation to the operation of a discretionary account, e.g. the registered person should explain the
terms of the authority to the client, the client’s authorization should be renewed annually, the
account opening should be approved by senior management and appropriate internal control
measures should be in place to ensure proper supervision of the operation of any discretionary
account.

“As a result, it is important for the company to be aware of the existence of any discretionary
agreements signed by clients. Otherwise, the client will be deprived of the protection that he is

entitled to,” Mr Linning said.
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