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SFC suspends Ko Cho Ting for two years

3 Aug 2016

The Securities and Futures Commission (SFC) has suspended Mr Ko Cho Ting for two years from 2
August 2016 to 1 August 2018 for executing suspicious client orders and operating a secret
securities account (Note 1).

The disciplinary action follows an SFC investigation which found that Ko placed suspicious bid orders
for the shares of Timeless Software Limited (Timeless) for one of his clients. From 1 May to 28 June
2012, the client placed a small order for Timeless shares during the last two minutes of the
Continuous Trading Session on 18 trading days and 17 of these late orders were the last order of the
day that set a higher closing price for Timeless shares (Note 2).

Although Ko suspected that the late orders might inflate the closing price of Timeless shares and be
considered to be manipulative, Ko acted in accordance with the client’s instructions and made no
proper inquiries or took no step to escalate the orders to the management of his firm.

The SFC investigation also reveals that Ko has breached his firm’s employee dealing policy by failing
to disclose a personal securities trading account and the securities transactions conducted therein.

By knowingly placing suspicious orders to the market for his client, Ko is not acting in the best
interest of market integrity and his conduct fell short of the standard expected of him (Note 3).

End
Notes:

1. Ko was licensed as a representative under the Securities and Futures Ordinance to carry on Type 1
(dealing in securities) and Type 2 (dealing in futures contracts) regulated activities and was accredited to
Emperor Securities Limited since 6 October 1994.

2. The Continuous Trading Session comprises the Morning Session between 09:30am and 12:00 noon and
the Afternoon Session between 01:00pm and 04:00pm. The last two minutes of the Continuous Trading
Session refer to two minutes from 3:58:00pm.

3. General Principle 1 of the Code of Conduct for Persons Licensed by or Registered with the Securities and
Futures Commission requires licensed persons to act honestly, fairly and in the best interest of market
integrity.

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 suspended Mr Ko Cho
Ting (Ko) for two years, pursuant to section 194 of the Securities and Futures
Ordinance (SFO).

The disciplinary action is taken because Ko executed the Late Orders
(defined in paragraph 4 below) notwithstanding his suspicion that they might
be manipulative, and failed to disclose to his employer the existence of a
personal securities trading account and the securities transactions conducted
therein, in breach of his employer’s staff dealing policies.

Summary of facts

3.

At the material time, Ko was an account executive and a branch manager of
Emperor Securities Limited (Emperor).

Late Orders

4.

During its market surveillance, the SFC identified suspicious trading activities
in the shares of Timeless Software Limited (Timeless). The SFC found that
on 18 out of the 27 days from 1 May 2012 to 28 June 2012, a buy order for
Timeless shares was placed in a client account at Emperor within the last two
minutes of the Continuous Trading Session (Late Orders).

A review of each of the 18 Late Orders shows that:

@) All Late Orders were small size bid orders (ranging from 2,000 to
30,000 shares) at prices higher than the previous nominal prices.

(b) 6 out of the 18 Late Orders were executed as their bid prices were at
or above the prevailing best ask prices.

(©) 12 out of 18 Late Orders were not executed as their bid prices were
one spread lower than the prevailing best ask prices.

The SFC found that each of the 18 Late Orders were placed by Ko according
to a client’s instructions. During an interview with the SFC, Ko admitted that,
although he suspected that the Late Orders might inflate the closing price of
Timeless and be considered to be manipulative, he acted in accordance with
the client’s instructions and made no proper inquiries or took no step to
escalate the Late Orders to the management of Emperor.

According to an independent market expert, the Late Orders have raised the
nominal price of the shares on all 18 trading days by 3 to 20 spreads (or 2.1%
to 14.2%) at the time when they were input, and 17 out of 18 Late Orders
were the last order of the day and set the closing price of the shares on the
relevant trading days.



Secret Account

8. According to Emperor’s staff dealing policy, employees are not allowed to
open trading accounts with other brokers except with the management’s
approval. Also, Emperor’'s employees are required to file an annual
declaration for disclosure of any personal/related/associate accounts either
maintained in Emperor or outside brokers.

9. In breach of Emperor’s staff dealing policy, Ko only disclosed to Emperor that
he maintained a personal trading account at Emperor but he did not disclose
that he also maintained a trading account at Hongkong and Shanghai
Banking Corporation Limited (HSBC Account).

10. Ko informed the SFC that he knew that he should disclose his trading account
maintained with outside brokers to Emperor but he did not know that a trading
account maintained with banks should also be disclosed.

11. The SFC has looked into the trading in the HSBC Account and noted that Ko
had dealt with Timeless shares in the HSBC Account during the relevant
period but there is no evidence that Ko had traded Timeless shares based on
the information obtained from his client.

Breaches and reasons for action
12. As a licensed person, Ko has a duty:

(a) under General Principle 1 of the Code of Conduct?, to act honestly, fairly
and in the best interest of the integrity of the market.

(b) under General Principle 2 of the Code of Conduct, to exercise due skill,
care and diligence and to act in the best interest of the integrity of the
market;

(c) under General Principle 6 of the Code of Conduct, to avoid conflicts of
interest; and

(d) under paragraph 10.1 of the Code of Conduct, to disclose his material
interest or actual/potential conflict of interest to the client and take all
reasonable steps to ensure fair treatment of the client.

13. In this case, Ko has breached:

(@) General Principles 1 and 2 of the Code of Conduct by placing the Late
Orders with a view to setting a higher closing price for Timeless shares for
the client;

(b) General Principle 2 of the Code of Conduct by failing to disclose the HSBC
Account to Emperor, in breach of the staff dealing policy implemented by
Emperor pursuant to paragraph 12.2 of the Code of Conduct; and
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(c) General Principle 6 and paragraphs 10.1 of the Code of Conduct, by
dealing with Timeless shares during the relevant period and exposing
himself to actual or potential conflict of interests with the client.

Conclusion

14, In deciding the disciplinary sanction, the SFC has taken into account all
relevant circumstances, including that:

(a) Ko took steps to set an artificial high closing price for Timeless shares on
18 occasions during the Enquiry Period;

(b) market integrity is the key to an efficient and successful market and no
one should take step to prejudice the interest of the market integrity;

(c) maintaining secret account is a dishonest act which could jeopardize the
interests of Ko’s client, employer and market integrity;

(d) Ko joined the industry in 1994 and have worked in the securities industry
for 18 years at the time of misconduct, he should have been well aware
that the Late Orders were potentially manipulative and that all of his
personal trading account should be disclosed to Emperor;

(e) there is no evidence that Ko’s personal trading activities in the HSBC
Account in fact prejudiced the interest of his clients, Emperor or market
integrity; and

(f) Ko has an otherwise clean disciplinary record and that he has expressed
remorse for his conduct.
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