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SFC Suspends Cheng Wai Shan for Deceiving Employer
in Account Opening and Facilitating Unauthorised
Trades

24 Dec 2004

The SFC has suspended the licence of Mr Cheng Wai Shan, a licensed representative of Sun Hung Kai
Commodities Ltd, for six months from 23 December 2004 to 22 June 2005, pursuant to the decision
of the Securities and Futures Appeals Tribunal (SFAT).

The suspension stems from an inquiry in which the SFC found that Cheng had signed on the account
opening documents of a client to certify that he had witnessed the signing of the documents by the
client and that he had explained their content to the client, when in fact he had never met or known
the client. His employer was therefore deceived by his false representation that he had acted in
accordance with proper account opening procedures. Cheng was aware of such requirements at the
time.

Furthermore, Cheng allowed a subordinate to take orders from a client when he knew that the
subordinate was prohibited from doing so under a condition imposed on her licence. The subordinate
also conducted trades on behalf of the client without authorisation. In other words, Cheng assisted
the subordinate in breaching her licence condition and facilitated her in conducting unauthorised
trades. The SFC concludes that Cheng has been guilty of misconduct and that his fitness and
properness has been called into question.

Cheng appealed to the SFAT against the SFC’s decision to suspend him for nine months. The SFAT
acknowledges that Cheng’s actions merit a significant period of suspension and decides that a six-
month suspension is appropriate after considering the facts of the case.

Mr Alan Linning, SFC’s Executive Director of Enforcement, said: “Under the Code of Conduct, account
executives must know their clients because this is essential in preventing subsequent unlawful
activities. Supervisors must also ensure that their subordinates comply with their licence conditions in
the conduct of their business. The suspension was necessary to sanction Cheng’s misconduct and
failings in staff supervision. In giving its reasons for the decision, the SFAT noted that Cheng was
frank at the appeal and admitted full responsibility for what had taken place.”

Ends

Note:

1. The SFAT determination is attached for your reference.
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