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SFC Reprimands Lau Chun Wai for Allowing Third
Parties to Operate Client Accounts

30 Sep 2003

The SFC has reprimanded Mr Lau Chun Wai, a dealer’s representative, under the Securities
Ordinance.

The SFC reprimanded Lau because, in early 2001, in relation to two client accounts, he executed
trading instructions placed by two people other than the account holders, who were relatives of the
account holders. He did so with no written authorisations in place.

Further, one person who placed the trading instructions was working for another registered person
(Notes 1 & 2), but no prior written consent had been received from that person’s employer. Lau and
that person had once worked together at another registered securities dealing firm. Lau claimed that
he did not know if that person was still working for a registered person at the relevant time. The
SFC considered that Lau should have asked under the circumstances.

Lau’s failings impugn his fitness and properness. Therefore, the SFC decides to reprimand him.

Mr Alan Linning, SFC’s Executive Director of Enforcement, said: “Dealer’s representatives must not let
non-account holders operate client accounts, unless the account holders have authorised them in
writing to trade in their accounts. Lau’s claim that there were oral authorisations does not assist him
because written authorisations are essential. We view such conduct seriously as it not only subjects
the firm and its clients to unnecessary risks, but also facilitates market misconduct. Further, a
registrant must not execute orders placed by another registrant unless the latter's employer has
consented in writing to the arrangement. He should also ask if he has any reason to believe that his
client may be a registered person. Registrants may very well face disciplinary actions if they decide
to turn a blind eye in circumstances where they should make proper enquiries.”

Lau was a registered dealer’s representative for Global Credit Securities Limited at the time of his
conduct. He is now a licensed representative of ICEA Securities Limited.

Ends

Notes:

1. The person who placed the orders to Lau is no longer registered with the SFC.

2. Paragraph 12.2 of the Code of Conduct for Persons Registered with the SFC required a registered
person not to knowingly deal in securities for another registered person’s employee unless he had
written to that registered person and received his written consent. Compliance with this paragraph

ensures securities dealers have the opportunity to monitor their employees’ securities trading
conducted through another firm.
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