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Joint Press Release - Action Against Cheer Pearl
Investment Limited

16 Sep 1998

The Securities and Futures Commission ("SFC") and The Stock Exchange of Hong Kong Limited (the
"Exchange") jointly announce today that they have taken action against Cheer Pearl Investment
Limited ("Cheer Pearl"), a Securities Dealer and a Member of the Exchange and against its Dealing
Director, Mr Chan Sze Loon, Alfred ("Mr Chan").

The action arose from an inquiry covering the period January 1993 to August 1995, in which it was
found that:

floor trading staff of Cheer Pearl had actively facilitated trading malpractices of a number of floor traders at
other brokers using nominee accounts at Cheer Pearl; and

staff of Cheer Pearl had engaged in trading malpractices using in-house manual cross trades between a
nominee account and client accounts at Cheer Pearl.

These matters were prejudicial to the interests of the investing public.

These activities occurred at Cheer Pearl because Mr Chan and Cheer Pearl failed to put in place
adequate, proper and effective internal control procedures to ensure Cheer Pearl's business was
properly conducted in particular:

failed to properly supervise staff of Cheer Pearl; and
failed to develop and implement adequate and proper internal control procedures at Cheer Pearl that would
establish the true identity of each of its clients and monitor and detect improper trading activities.

The SFC has decided to publicly reprimand Cheer Pearl and suspend the registration of Mr Chan for a
period of 15 months effective from 31 August 1998. In addition, the Disciplinary Committee of the
Exchange (the "Disciplinary Committee™) has decided to publicly censure Cheer Pearl and Mr Chan,
and also fine Cheer Pearl HK$20,000 and Mr Chan HK$15,000.

In deciding on this course of action, the SFC and the Disciplinary Committee took into account that:
the floor traders who facilitated trading malpractices by floor traders of other brokers were no longer with
Cheer Pearl;

Cheer Pearl had engaged an independent firm of accountants to perform a review of its internal control
procedures and to report its findings to the Exchange. Cheer Pearl had agreed to implement any

recommendations made in the accountants' report to the satisfaction of the Exchange; and
Cheer Pearl would appoint a compliance officer to undertake corporate compliance functions.

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

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