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16 October 1997

SFC Reprimands Pacific Challenge Securities Limited for Failure of Supervision

The Securities and Futures Commission (SFC) announced today that it had reprimanded Pacific Challenge
Securities Limited (PCSL) and one of its dealing directors, Mr Yau Wai Lok (Yau) for failing to have
proper supervision and satisfactory internal control procedures to ensure that an unregistered employee did
not act asits dealer's representative.

Aninquiry by the SFC found that Mr Ronald Lam Hung Tat, formerly a settlement clerk of PCSL not
registered with the SFC, had, during the period 1 August to 10 September 1996, received client orders,
filled in dealing tickets and confirmed the execution of the orders to the clients. Y au was responsible for
PCSL's trading system and failed to ensure that PCSL had in place proper internal control system to
prevent the settlement clerk from acting as a dealer's representative of PCSL. The failure of PCSL and

Y au was, in the opinion of the SFC, prejudicial to the interests of the investing public.

In reprimanding PCSL and Y au, the SFC took into account their co-operation in the SFC's investigation,
the fact that no losses were sustained by the investing public, and the improvements made to dealing
procedures and supervision arrangements since September 1996.
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