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Enforcement Actions

25 June 1999

Cheerful Commodities Inquiry Result

The Securities and Futures Commission (SFC) announced today the result of its inquiry into the
operations of Cheerful Commodities Company Limited (as it was formerly known) covering the period
January 1995 to October 1997.

In March 1998 Cheerful Commodities Company Limited was sold and became known as Celestial
Commodities Limited. The SFC's inquiry related to matters that occurred prior to the change of
ownership.

Deficiencies were identified in respect of Cheerful Commodities Company Limited's internal control
systems and procedures, in particular the lack of appropriate procedures to ensure that the registration
provisions of the Commodities Trading Ordinance (CTO) were complied with. In this regard the SFC
found that Mr Law Chor Yam (Mr Law), one of the accredited dealers, was responsible for these
failures as he had knowledge of the activities of staff and, knowing that registration was required, took
no steps to ensure that the staff member was properly registered with the SFC. In addition, on the
instructions of the previous management Mr Law had caused a client's account opening documents to
be altered so as to accord with his understanding of the operation of the account.

In view of these findings, the SFC has suspended the registration of Mr Law for a period of 6 months.

As the deficiencies identified were associated with the previous controlling shareholders and
management and as the new controlling shareholders and management have taken immediate and
significant steps to remedy the situation, including the appointment of a leading firm of accountants to
thoroughly review their operations, the SFC believes that further action against the registered entitiesis
not necessary.

An SFC spokesman said that the SFC will not tolerate senior management of a registered entity failing
to discharge their management responsibilities thereby putting the integrity of their firms at risk.
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