
Enforcement Actions 

Action Against Seven Dealer's Representatives of Sun Hung Kai Investment Services 
Limited 

The Securities and Futures Commission ("SFC") and The Stock Exchange of Hong Kong Limited 
("Exchange") jointly announce today that they have taken action against seven dealer's representatives of 
Sun Hung Kai Investment Services Limited ("SHKIS") for having made unjustified reallocations of client 
orders. The dealer's representatives are: Mr Chan Keung Shing, Mr Dai Man Hong, Ms Ho Chung Kam, 
Winnie, Ms Ko Ma Lee, Ms Lee Suk Wah, Inessa, Mr Ng Luen Kwai and Mr Wong Pui Woon. 

The action is the result of an inquiry under section 56 of the Securities Ordinance following a routine 
inspection of SHKIS conducted in May 1997. During the inspection, three accounts were suspected to 
have been operated in a manner which might be prejudicial to the interests of the investing public. On 
discovery of these suspicions, SHKIS immediately appointed a firm of independent auditors to perform a 
thorough audit of their books and systems. 

The audit revealed that during the period March to April 1997, the seven dealer's representatives 
concerned had reallocated trades originally executed for clients to accounts of persons related to them, 
resulting in the original client orders either being left unfilled or filled at a less favourable price. As a 
result of the findings, SHKIS immediately suspended the dealer's representatives from duties and reported 
the findings and the fact of suspension to the SFC.  

The SFC and the Disciplinary Committee of the Exchange ("Disciplinary Committee") are of the view that 
the preferential reallocation of executed orders to other accounts is not an acceptable practice and, in the 
absence of satisfactory justification or explanation, is contrary to the "best interests of clients" principle in 
the Code of Conduct and constitutes misconduct under section 56 of the Securities Ordinance. The SFC 
has decided to publicly reprimand the above seven dealer's representatives. The Disciplinary Committee 
also has decided to publicly censure these seven dealer's representatives and fine each of them 
HK$10,000. 

In determining the action against the dealer's representatives, the SFC and the Disciplinary Committee 
took into account the following:- 

(i) only a few instances of such unjustified reallocations were found and the actual amounts 
involved were small. There was also no evidence to suggest that the dealer's representatives' 
actions were systematic; and 

(ii) the dealer's representatives concerned had been suspended from duties by SHKIS for 
periods ranging from one to five months. 

The SFC has also issued a letter warning SHKIS in respect of the matter to ensure that such incidents will 
not recur in the future. In deciding on this course of action, the SFC accepted representations from SHKIS 
that the current management only assumed control of the business in July 1997 after the events had 
occurred; that it had cooperated fully with and actively assisted in the SFC's inquiries once it was 
informed of the matter; that it had promptly appointed independent auditors to perform a comprehensive 
compliance review of its internal control systems and procedures and had taken immediate steps to 
enhance its compliance capabilities and systems. 

The senior management of SHKIS has also apologised formally to the SFC and the Exchange for the lapse 
in internal controls which occurred during a limited period when they were moving offices. Furthermore, 
SHKIS has undertaken to re-engage the independent auditors to conduct a follow-up compliance review of 
its enhanced operating and compliance systems in June 1998 which will be reported to and monitored by 
the SFC. 

Page 1 of 3

23-Dec-2001http://www.hksfc.org.hk/eng/press_releases/html/enforcement/98/060398.htm



A copy of the Notice of Public Censure published by the Exchange is enclosed for your reference. 

For further information, please contact Mr Bill Weeks or Mr Chan Chi-keung of the SFC at 2840-9287 or 
Mr Henry Law of the Exchange at 2840-3862. 

  

NOTICE OF PUBLIC CENSURE 

The Stock Exchange of Hong Kong Limited (the "Exchange") announces that on 23 February 1998, the 
Disciplinary Committee heard the cases of seven registered persons of the Exchange, Mr Chan Keung 
Shing, Mr Dai Man Hong, Ms Ho Chung Kam, Winnie, Ms Ko Ma Lee, Ms Lee Suk Wah, Inessa, Mr Ng 
Luen Kwai and Mr Wong Pui Woon, and all of them were Sales Representatives of Sun Hung Kai 
Investment Services Limited ("SHKIS"). The Disciplinary Committee found a charge against each of 
them for breach of the Rules of the Exchange proved. 

The substance of the charge proved against each of the above registered persons was that during the period 
March to April 1997, they had reallocated trades originally executed for clients to accounts of persons 
related to them, resulting in the original client orders either being left unfilled or filled at a less favourable 
price. 

The Disciplinary Committee, having considered all the information before it including:- 

(i) only a few instances of such unjustified reallocations were found and the actual amounts 
involved were small. There was also no evidence to suggest that the seven registered persons' 
actions were systematic; 

(ii) the seven registered persons had been suspended from duties by SHKIS for periods 
ranging from one to five months; 

(iii) the current management of SHKIS only assumed control of the business in July 1997 
after the events had occurred, it had cooperated fully with and actively assisted in the 
Securities and Futures Commission's inquiries once it was informed of the matter, it had 
promptly appointed independent auditors to perform a comprehensive compliance review of 
its internal control systems and procedures and had taken immediate steps to enhance its 
compliance capabilities and systems; and 

(iv) the senior management of SHKIS had apologised formally to the Exchange for the lapse 
in internal controls which occurred during a limited period when they were moving offices. 
Furthermore, SHKIS had undertaken to re-engage the independent auditors to conduct a 
follow-up compliance review of its enhanced operating and compliance systems in June 1998, 

resolved that a penalty of public censure plus a fine of HK$10,000 be imposed on each of the above 
registered persons. The penalty of public censure is hereby imposed on each of them. 

For the avoidance of doubt, this notice does not constitute and should not be inferred as a censure against 
SHKIS. 

For and on behalf of 
The Stock Exchange of Hong Kong Limited 

Fanny Chung 
Secretary - Disciplinary Committee 

Hong Kong, 6 March 1998 
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