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Report of the Committee on Members’ Interests
on its consideration of the cases of Hon James TO’s failure to register interests
with the Clerk to the Legislative Council pursuant to Rule 83 of the Rules of Procedure

CHAPTER 1

INTRODUCTION

1. This is a report to the Legislative Council (LegCo) on the consideration of
the Committee on Members’ Interests (the Committee) on the cases of
Hon James TO’s failure to furnish to the Clerk to the LegCo particulars of
his registrable interests, which were shareholding interests in Target Link
Limited (TLL) and Union Pace Development Limited (UPDL), pursuant
to Rule 83 (Registration of Interests) of the Rules of Procedure of LegCo
(RoP) during the period from 1 July 1998 (which was the commencement
date of the first term LegCo) to 25 August 2004' (when the second term
LegCo was in prorogation).

1 On 26 August 2004, Hon James TO submitted to the Clerk to the LegCo a page of the Registration
Form on Members’ Interests, which he had signed on the previous day, registering his shareholding
interests in TLL.
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CHAPTER 2

THE EXISTING INTERESTS REGISTRATION SYSTEM

2. The existing interests registration system is an honour system. Its aim is
to allow the public, through registration of interests by Members, to
inspect the register concerned and use it as a reference to determine
whether Members are under the influence of their interests in discharging
their functions as Members, with a view to upholding the credibility of
LegCo. According to Rule 83 (Registration of Interests) of the RoP,
Members shall, not later than the first meeting of each term, furnish to the
Clerk to the LegCo in such form as may be approved by the President,
particulars of his registrable interests, and particulars of such within 14
days of any such change. According to Rule 85 (Sanctions relating to
Interests), any Member who fails to comply with the registration rule may
be admonished, reprimanded or suspended by the Council on a motion to
that effect.



Report of the Committee on Members’ Interests
on its consideration of the cases of Hon James TO’s failure to register interests
with the Clerk to the Legislative Council pursuant to Rule 83 of the Rules of Procedure

CHAPTER 3

THE CASE OF TARGET LINK LIMITED

Reports and complaints received
by the LegCo Secretariat

Report in local newspaper

3. On 23 August 2004, a local newspaper reported that Hon James TO had
not declared with the Clerk to the LegCo his shareholdings in TLL in
accordance with the RoP, and that he rented the sitting room of a property
owned by TLL for use as his LegCo Member’s District Office from June
1998 to July 2001 and claimed reimbursements from the public coffers of
rental expenses at a level above the market rate. In addition, two District
Council (DC) Members each rented a room in the property in question
from January 2000 to December 2003 and January 2000 to March 2004
respectively.

Follow-up actions taken by the Clerk to the LegCo in respect of the report

4. Since the Registration Forms on Members’ Interests (Registration Form)
Hon James TO submitted to the Clerk to the LegCo during the period from
1998 to 23 August 2004 did not show that he had registered his
shareholding interests in TLL, and the Committee had ceased operation as
the second term LegCo was in prorogation at the time, the Clerk to the
LegCo wrote to Hon James TO, on the same day as the above report was
published in the newspaper, asking him to clarify :

- whether TLL had been previously registered with the Secretariat; and
- Whetzher he had control of TLL or had more than 50% shareholding
init.

2 According to the Note of the Registration Form on interests under the category of “Land and

Property”, in the case where a Member has control of a company or has more than 50%
shareholding in it, and the company owns a property, the property is a registrable item.
-2 -
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Explanations given by Hon James TO

5. In his written reply to the Clerk to the LegCo on 26 August 2004, Hon
James TO confirmed that he had shares in TLL. However, he claimed
that he had all along mistakenly believed that TLL had issued two shares
only, each of which held respectively by he himself and another
Democratic Party (DP) member (i.e. each had 50% shareholding), and he
had donated his one share to DP by way of trust. Therefore, he held the
share in the capacity of a “nominee shareholder” only. According to
Note (b) under the item “Shareholdings” in the Registration Form,
“shareholdings” is defined as personal shareholdings and do not include
shareholdings held by a Member in the capacity of a nominee shareholder;
and Note (c) states that “it is the obligation of a Member to register
interests under this category within his knowledge”. Moreover, he was
not a remunerated director of TLL and did not receive any material
benefits. Therefore, he believed that he was not obliged to register such
interests with LegCo. He realized only afterwards that he had
misunderstood the situation. In fact TLL issued 100 shares and he held
50 of them. Discounting the one share which he had already donated to
DP, he still held 49 shares, which accounted for more than one-hundredth
of the issued shares of a company, and hence were registrable interests
according to the RoP. He then submitted out of time the relevant page of
the Registration Form to register the interests. Hon James TO also
stated that he neither had control of TLL nor had more than 50%
shareholding in it. Copies of Hon James TQO’s letter and Registration
Form are in Appendices 1 and 2. The Clerk to the LegCo wrote to Hon
James TO (Appendix 3) subsequently informing him that a report on the
case would be submitted to the Chairman of the Committee of the third
term LegCo upon its establishment so that the Committee might decide on
how to follow up the case.

Relevant complaints received by the LeqCo Secretariat

6. The Secretariat also received five related complaints from 24 August to
15 September 2004. Four of them were made in relation to Hon James
TO’s failure to register his interests, the problem with his integrity and his
claims for reimbursements from the public coffers of the rent of his LegCo
Member’s District Office at a level above market rate. The remaining
complaint was about the entire system of registration of interests by
Members and the claims for reimbursements of expenses from the public
coffers. No Member was named in that complaint.
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The establishment of the Committee on Members’ Interests of
the third term LegCo

7. The President of LegCo appointed the Chairman, Deputy Chairman and
members of the Committee of the third term LegCo on 19 October 2004 in
accordance with an election procedure determined by the House
Committee. The membership list and the terms of reference of the
Committee are set out in Appendices 4 and 5 respectively.

Report and complaints received by the Committee

8. According to “The Procedure of the Committee on Members’ Interests for
Handling Complaints Received in relation to the Registration and
Declaration of Members’ Interests” (Appendix 6) (The Procedure for
Handling Complaints) drawn up by the Committee of the first term
LegCo in July 1999, upon receipt of a written complaint by the Committee
from a Member or a member of the public about the registration or
declaration of interests of a Member, the Clerk to the Committee shall
forthwith contact and verify the identity of the complainant. The Clerk
shall then distribute the complaint in the form of a confidential document
to members of the Committee and he shall ask the Chairman of the
Committee to decide within two working days whether a meeting on the
matter should be held. Pursuant to the Procedure for Handling
Complaints, the Clerk to the Committee submitted on 26 October 2004
information on Hon James TO’s admission of his late registration of
interests and the five related complaints to the Chairman for her to decide
the appropriate way to deal with them. The Chairman of the Committee
replied to the Clerk on 27 October 2004 that she decided to hold a closed
meeting to discuss the issues.

Meetings held by the Committee

Meetings held by the Committee to discuss the incident

9. The Committee held a total of 16 meetings from 3 November 2004 to 23
February 2005, to discuss Hon James TO’s late registration of interests
and the related complaints. The Committee held three meetings with
Hon James TO, in which he was requested to give explanations on his
case and provide information to members. The Committee also
requested Hon James TO to provide written clarifications of certain
matters.
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10.

11.

12.

The Committee’s consideration on how to proceed with Hon James TO’s
case

When deliberating on Hon James TO’s late registration of interests and the
related complaints, the Committee referred to the following provisions as
well as the practice of the Committee of the previous terms of LegCo:

(1) Rule 73(1)(c) of the RoP: the Committee may consider and investigate
any complaint made in relation to Members’ failure to register and
declare their interests;

(2) the Procedure for Handling Complaints: the Committee will not
handle the following complaints -

(i) complaints not made in writing;

(i) complaints not related to the registration and declaration of
Members’ interests;

(iii) complaints made by an anonymous or unidentifiable person or
by a person who cannot be contacted; and

(3) how the Committee of the first term LegCo had handled cases of
individual Members’ late registration of interests. These cases were
reported to the Committee by the Members concerned of their own
accord. After deliberation, the then Committee considered that these
cases obviously did not involve any conflict of interests. The
Committee therefore decided that there was no need to take further
action.

The Committee noted that among the five complaints it received, the
subject matter of the first two complaints involved Hon James TO’s
failure to register interests but they were not made in writing. The third
complaint did not name any Member and was not made in writing, either.
The complainant in one of the remaining two complaints did not provide
name or contact details. The subject matter of the other complaint was
about the integrity of Hon James TO and his claiming reimbursements of
rentals at above-market level, and not about his late registration of
interests.  Since the complaints did not meet the criteria provided in the
Procedure for Handling Complaints, the Committee considered that none
of them required follow-up.

However, the Committee noted that Hon James TO admitted his late
registration of interests in his letter to the Clerk to the LegCo on
26 August 2004 (Appendix 1). Given that Hon James TO had claimed
reimbursements from the public coffers of the rental expenses on renting a

property owned by TLL and thereby conflict of interests might be
-5-
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13.

14.

15.

involved, the Committee decided to follow up the case with a view to
ascertaining the relevant facts and examining whether Hon James TO’s
failure to register interests was a deliberate act, so as to decide whether it
was necessary to report to the Council and recommend sanctions in
accordance with Rule 73(1)(e) of the RoP. The Committee also decided
that in following up the case, reference should be made to the Procedure
for Handling Complaints, and to the way cases of late registration of
interests had been dealt with by the Committee of the first term.

The Committee had considered whether it had been authorized to ask Hon
James TO questions relating to his claims from the public coffers to
reimburse his rental expenses on the property owned by TLL. The
Committee concluded that it was not empowered to judge whether or not
such act of Hon James TO was appropriate, or determine whether or not
the rental level was above the market rate. However, obtaining
reimbursement of expenses by Members through applications made to the
LegCo might involve conflict of interests which they did not wish to
disclose, thereby constituting an incentive to not register the interests in
accordance with the RoP. The Committee therefore deemed it necessary
to ask Hon James TO questions on the rental expenses with a view to
determining whether or not his late registration of interests had involved
such incentive.

The Committee’s meetings with Hon James TO

The Committee held a total of 3 meetings with Hon James TO. The
purposes of the meetings were:

(1) to request Hon James TO to provide detailed information on the
incident; and

(2) to put questions to Hon James TO with a view to examining whether
his failure to register his interests was a deliberate act; and if so,
whether the motive was connected to his claims for reimbursements
from the public coffers of rental expenses in respect of the property in
question, and whether conflict of interests was involved.

Based on the detailed information on the incident provided by Hon James
TO, supplemented by the information kept by the Yau Tsim Mong District
Council (YTMDC) Secretariat and by the LegCo Secretariat, the
Committee prepared a chronology of events, as follows:
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Table 1 Chronology of events which relate to Hon James TO’s
late registration of his shareholding interests in TLL

2003 and January 2000 to
March 2004 respectively

Date Events

1 |2 May 1997 Hon James TO became a first-term director of TLL.
(Appendix 7)

2  |(The date on which the trust Hon James TO signed a trust document to declare that

was signed could not be he held one TLL share on behalf of the DP.

confirmed but Hon James TO (A copy of the undated trust document is in
told the Committee on 10 Appendix 8)

December 2004 that the date

should immediately follow 2

May 1997)

3 |12 May 1997 TLL signed the Sale and Purchase Agreement to buy a
property at Lai Chi Kok Road.

4 |15 May 1997 Hon James TO and the other director of TLL signed a
written resolution to allot to each of them 49 TLL
shares. (Appendix 9)

5 |29 May 1997 The Subscriber of TLL transferred one share of equity
in TLL to Hon James TO and requested the Collector
of Stamp Revenue to stamp the instrument.
(Appendix 10)

6 |3 June 1997 TLL signed the Deed of Assignment to become the
owner of the property at Lai Chi Kok Road, and on
the same date mortgaged the property with a bank.

7 |June 1998 to Hon James TO claimed reimbursements from the

July 2001 public coffers of the rental expenses on renting the
sitting room of the property owned by TLL for use as
his LegCo Member’s District Office. (Copy of the
rental receipt for June 1998 is in Appendix 11)

8 |1 January 2000 Hon James TO took the office of YTMDC member.

9 |27 March 2000, The interests registered by Hon James TO with the

7 February 2001, YTMDC  Secretariat on 27 March 2000,

15 March 2002, 7 February 2001, 15 March 2002 and 3 February 2004

17 February 2003, included his shareholding interests in TLL. Those

3 February 2004 and registered on 17 February 2003 did not include such

7 September 2004 interest but Hon James TO registered such interest out
of time on 7 September 2004.

10 (January 2001 to December TLL let two rooms in the property mentioned in item

6 above to two DC members who were also DP
members.
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11

23 August 2004

A local newspaper reported that Hon James TO rented
a property under his name for use as LegCo Member’s
District Office but failed to register such interest with
the Clerk to the LegCo.

12

23 August 2004

The Clerk to the LegCo wrote to Hon James TO
enquiring about the registration of the interest
concerned.

13

26 August 2004

Hon James TO gave a reply to the Clerk to the LegCo
and attached a page of the Registration Form, which
he had signed on 25 August 2004, in order to register
out of time his shareholding interests in TLL. He
stated in the letter that he had mistakenly believed that
TLL had issued only two shares and he was holding
one share on behalf of the DP by way of trust and was
therefore a nominee shareholder.

14

22 November 2004

Hon James TO submitted copies of the documents
related to his purchase of one TLL share, his holding
of one TLL share on behalf of the DP and the Annual
Return TLL submitted to the Companies Registry on
19 March 1998 (Appendix 12); he also provided the
relevant dates on which he became a first-term
director of TLL, and the signing of the Sale and
Purchase Agreement and the Deed of Assignment for
the purchase of a property at Lai Chi Kok Road by
TLL.

15

7 December 2004

Hon James TO provided copies of the following
documents:

* the Memorandum and Articles of Association of
TLL (Appendix 13)

* the board resolution of the allotment of 98 TLL
shares (Appendix 9)

* the trust document signed by the other shareholder

* the first Directors’ Report of TLL (Appendix 14)

* the floor plan of the property at Lai Chi Kok Road

* the transcript of a news report of a local television
broadcaster on 23 August 2004 (Appendix 15)

16

17 January 2005

Hon James TO provided written explanation to the
Committee on why the commencement date of the
shareholding was expressed as “1 July 98”, instead of
May 1997, in the page of the Registration Form
submitted by him in August 2004 for late registration
of his shareholding interests in TLL. (see footnote of
paragraph 17.7)
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17

24 January 2005 On 24 January 2005, Hon James TO submitted a copy
28 January 2005 of the trust document declaring that the 50 shares of

TLL was held by him on behalf of the DP. He stated
that he had signed the document in August 2004.
The Committee then asked him to clarify why the
document was not dated, why the number of shares
involved was 50 instead of 49, and whether the old
trust document (see item 2 above) had been revoked.
Hon James TO replied on 28 January 2005 (see
paragraphs 17.5 and 17.6).

16.

17.

17.1

The Committee raised a number of questions with Hon James TO, which
are summarized as follows:

(1) the purpose of his purchasing TLL with another person;
(2) the capacity in which he held the shares of TLL;

(3) the reasons for his mistaking the number of shares issued by TLL and
his shareholding;

(4) the reasons for his registering the shareholding interests in TLL with
YTMDC but not with LegCo;

(5) the reasons for his renting the property owned by TLL for use as
LegCo Member’s District Office;

(6) whether he had participated in the determination of the amount of rent
charged by TLL for letting him the sitting room of the property for use
as LegCo Member’s District Office; and

(7) the details of the renting of two rooms of the property by other persons
in the relevant periods and their claims for reimbursements from the
public coffers of rental expenses.

The answers to these questions obtained by the Committee are

summarized as follows:

Hon James TO’s explanations of the purpose of his purchasing TLL with

another person

Hon James TO informed the Committee that in early 1997, he and some
other DP members decided not to stand in the elections of the Provisional
Legislative Council (PLC). In order to maintain an office to provide

-9 -
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17.2

17.3

17.4

continuous service to the residents of the local community during the term
of PLC (i.e. from 1 July 1997 to 30 June 1998), he and the DP members of
the Kowloon West Branch jointly purchased a property in Kowloon West
and donated the property to DP for use as their district offices. To
facilitate the process, they also decided to put the property under the name
of a limited company. In this connection, they bought a shell company
(i.e. TLL) from a secretarial services company with Hon James TO and
another DP member each holding one share of the two shares issued by
that company.

Hon James TO’s explanations of the capacity in which he held the shares
of TLL

According to the written information provided by Hon James TO, he and
two other persons became the first-term directors of TLL on 2 May 1997.
Pursuant to paragraph 6 of the Articles of Association of the company
(Appendix 13), the Subscriber of TLL nominated them as the first-term
directors of the company in writing. After the stamping of the transfer
instrument on 29 May 1997, two of the first-term directors were each
officially transferred one share of the company by the Subscriber. In this
regard, Hon James TO pointed out that although the document showed
that the date on which he was transferred one share by the Subscriber of
TLL was 29 May 1997, in fact, he had already been transferred the share
when he became a first-term director of TLL on 2 May 1997. The
secretarial services company, for administrative convenience, did not
submit the relevant instrument to the Collector of Stamp Revenue for
stamping until 29 May 1997. The Memorandum and Articles of
Association of the company (Appendix 13) indicated that the company
had two shares only at that time. As such, the share held by Hon James
TO represented a 50% shareholding of the company.

Hon James TO informed the Committee that shortly after he had become a
director of TLL, he signed a trust document which declared that the one
TLL share in his hand was being held on behalf of the DP. At that time,
he did not know for sure when he would be transferred that share of the
company. He therefore did not date the trust document. He thought
that the person who was in charge of DP’s finances would follow up the
matter. Since then, he had always thought that he was holding the TLL
share on behalf of the DP in the capacity of a trustee.

Hon James TO confirmed to the Committee that the other shareholder of
the company also signed a trust document to declare that he was holding
the one share as a trustee on behalf of the DP. Having obtained the
consent of that person, Hon James TO provided the Committee with the

-10 -
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trust document signed by that shareholder. The Committee noted that the
format and the essential wording of the trust document signed by that
shareholder were the same as that signed by Hon James TO, and that
neither of them had dated the document concerned.

17.5 When Hon James TO met the Committee on 17 November 2004, he stated
that he had signed a new trust document transferring the remaining 49
shares of TLL to the DP. He subsequently provided a copy of the new
trust document to the Committee upon request. However, the trust
document showed that he was holding 50 shares, instead of 49 shares, of
TLL as trustee for the DP. Despite his statement that he signed the new
document in August 2004, the document was not dated. The Committee
therefore asked Hon James TO to clarify why the document was not dated,
why the number of shares involved was 50 instead of 49, and whether the
old trust document had been revoked.

17.6 Hon James TO replied that he had discussed and come to agreement with
a core member of the DP, who was responsible for party affairs, before he
prepared the new trust document, in order to replace the original trust
document to reflect the fact that, irrespective of the number of shares he
held, he had always been holding the shares as a trustee only. He
considered that this could satisfy the DP that all the shares he held were
held in trust for it. It was also in order from a technical point of view.
He also stated that after he had signed the trust document, he gave it to the
aforesaid person, for him to discuss with the auditors of the DP and other
professional persons how to deal with the matter, and to decide on the
follow-up action as well as the date for the trust document. Hence, the
trust document was not dated.

Hon James TO’s explanations for his mistaking the numbers of shares
issued by TLL and his shareholding

17.7 At its meeting on 23 November 2004, the Committee noted from the
Annual Return of TLL filed with the Companies Registry on 19 March
1998 provided by Hon James TO that he was transferred one of the totally
two shares of the company on 29 May 1997°. However, he was already

The Committee noted that when he acquired shareholding interests in TLL on 29 May 1997, Hon
James TO was a Member of the former LegCo. Yet, he did not, in pursuance of Standing Order
64A (Registration of Interests) of the Standing Orders of the Legislative Council (Standing Orders),
register the interests with the Clerk to the former LegCo in the following 14 days. In response to
the Committee’s enquiry on this point, Hon James TO stated that he failed to register the interests
because it never occurred to him that there was a need to do so. In the page of the Registration
Form submitted by Hon James TO in August 2004 for late registration of his shareholding interests
in TLL, the commencement date for the shareholding was expressed as “since 1 July 98", instead of
- 11 -
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holding 50 of the totally 100 shares of TLL when filing the Annual Return.
The Committee asked Hon James TO about the reasons and the processes
involved in the change of the number of shares.

17.8 Hon James TO informed the Committee that as he had all along thought
that he only held one share of TLL as a nominee, i.e. trustee, he did not
understand why he actually held 50 shares.

17.9 Hon James TO told the Committee that although he had signed the Annual
Return of TLL filed to the Companies Registry, as the return had been
audited by the auditor, he did not go through each page in detail. Instead,
he simply signed at places where the secretarial services company had
flagged. Until 23 August 2004, his understanding was that he was only
holding one share of TLL as a nominee, and no personal interests were
involved.

17.10 The Committee pointed out to Hon James TO that before 19 March 1998,
TLL must have made a decision to increase the number of its shares from
two to 100, i.e. an additional issue of 98 shares, among which he held 49
shares. Hon James TO told the Committee that his recollection on this
matter was very vague. After the publication of the report in the
newspaper on 23 August 2004, he had made enquiries to DP and the
accounting firm which prepared the documents but neither of them could
provide the relevant information.

17.11 Hon James TO further informed the Committee that irrespective of
whether he was holding one or 50 shares of TLL, it had always been his
understanding that the share(s) did not belong to him. Therefore,
whether the board resolution concerned would lead to an increase of his
shareholding from one share to 50 shares, it never occurred to him that he
needed to follow up, nor did he care at all.

May 1997. On this issue, Hon James TO stated that he considered the registration should use the
date when he took the office as a Member of the LegCo of the first term, i.e., 1 July 97, as a point of
reference, so as to let the public know that he should have declared such shareholdings since that
date.

The Committee also noted that during the period from May 1997 to 30 June 1997, i.e. from the date
on which he acquired the interests to the date he ceased to be a Member of the former LegCo, Hon
James TO did not claim any reimbursements from the public coffers for the rental expenses in
respect of the property owned by TLL.

As the former LegCo and the LegCo were two constitutionally different bodies, the Committee
considered that it did not have the function to handle matters concerning alleged breaches by current
Members of the provisions on registration of interests in the Standing Orders whilst they were
Members of the former LegCo. Nonetheless, the Committee considered that in dealing with
alleged breaches by Members of the provisions on registration of interests in the RoP, it could treat
events which happened before 1 July 1997 as background information.

-12 -
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17.12

17.13

17.14

17.15

17.16

Hon James TO then pointed out to the Committee that as he was holding
the TLL shares as a nominee on behalf of the DP, he did not handle any
matters relating to the daily operation of the company, but just signed at
places where the documents were flagged upon the request of the staff
member concerned. By so doing, he considered that he had fulfilled his
responsibility as TLL’s director.

The Committee noted from the information provided by Hon James TO
that TLL signed a Sale and Purchase Agreement on 12 May 1997 to buy a
property at Lai Chi Kok Road. On 3 June 1997, TLL signed the Deed of
Assignment and became the owner of the property and mortgaged the
property with a bank on the same day.

In this connection, the Committee asked Hon James TO whether the total
number of shares issued by TLL were two or 100 when undertaking the
mortgage; and if it had issued two shares initially and then increased the
number of shares to 100, whether the company had the responsibility to
notify the bank of such change. On whether the company had increased
the number of its shares, Hon James TO replied that his recollection on it
was vague. Nevertheless, he pointed out that although the company had
increased its shares, as the move did not constitute a substantial change in
shareholding, he considered that in accordance with the terms of the
mortgage agreement, it was not necessary for the company to notify the
bank of such change. He confirmed to the Committee that the mortgage
agreement was a standard one, and subsequently provided the Committee
with a copy of the agreement.

At the request of the Committee, Hon James TO produced on 7 December
2004 a copy of the resolution (Appendix 9) on increasing the number of
shares of the company made by the board of TLL. The Committee noted
that the resolution was made in writing on 15 May 1997 and signed by
Hon James TO and another person. According to paragraph 9 of the first
Directors’ Report of TLL (Appendix 14), the reason for allotting the 98
shares was to raise additional working capital for the company.

At the meeting on 10 December 2004, Hon James TO reiterated to the
Committee that when he signed the resolution concerned, he just signed at
the place where the document was flagged at the request of the staff
member and did not peruse the details of the document. However, he
guessed that the reason for allotting additional shares might be related to
the fact that DP’s Kowloon West Branch wanted to increase the number of
trustees, but eventually the proposal was not followed up.
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17.17

17.18

17.19

17.20

Hon James TQ’s explanations for his reqistering the shareholding interests
in TLL with YTMDC but not with LegCo

Hon James TO informed the Committee that as he had misunderstood the
number of TLL shares he had and given that Note (b) under the item
“Shareholdings” in the Registration Form defined shareholdings as
personal shareholdings and did not include shareholdings held by a
Member in the capacity of a nominee shareholder, he did not register such
interests with the Clerk to the LegCo.

He admitted that he was negligent in this respect and considered that he
should be held responsible for the negligence. He also apologized to the
Committee for his negligence.

As to why he registered his shareholding interests with the YTMDC
Secretariat in 2000, 2001, 2002 and 2004, Hon James TO explained that
there was such a requirement in the YTMDC Standing Orders, and there
was no section exempting the registration of shares held by nominee
shareholders.  As such, although he held one share of TLL in the capacity
of a nominee shareholder only, he still registered such interests pursuant to
the requirement. He admitted that he was negligent and should be held
responsible for the omission to register such interests with YTMDC in
2003. He proceeded with late registration on 7 September 2004.

Hon James TO’s explanations for his renting the property owned by TLL
for use as LegCo Member’s District Office

Hon James TO told the Committee that during the term of PLC between
July 1997 and June 1998 when he opened an office at the property owned
by TLL to meet the public in the capacity of a DP member, many
members of the public had become aware that his office was located there.
When he was elected LegCo Member in July 1998, having regard that DP
had already taken root and started its work in the local community, it was
natural for him to use the premises as LegCo Member’s District Office
without thinking of moving out. To tally with DP’s strategy for the
elections of the second term LegCo, the arrangement lasted until July
2001.
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17.21

17.22

17.23

17.24

Hon James TQO’s statements on whether he had participated in the
determination of the rent concerned

According to the information kept by the LegCo Secretariat, Hon James
TO submitted a monthly claim of $6,800 to pay for the rent of the sitting

room of the property from June 1998* to May and July 2001, and $5,600
in June 2001 (in order that the total amount of reimbursement claims he
submitted that month would not exceed the reimbursement ceiling).

When the Committee started asking Hon James TO questions relating to
rental, he pointed out to the Committee that it might be unfair to him to
ask him, but not other Members who were also alleged to have rented
offices at a rental above the market rates, such questions. The Chairman
of the Committee explained to him that before meeting him, the
Committee had thoroughly deliberated the issue. The Committee had
concluded that the purpose of asking such questions was to understand
matters related to Hon James TO’s late registration of interests, and not to
make a judgement on whether the rental level was above the market rate.
Hence, it would not be unfair to him. Hon James TO said that he
comprehended the conclusion of the Committee.

The Committee noted the lease provided by Hon James TO to the Clerk to
the LegCo, which was signed with TLL for renting the premises for use as
LegCo Member’s District Office and took effect on 1 October 2000. The
Committee noted that Hon James TO did not provide to the Clerk to the
LegCo the lease for the period before that date. Hon James TO
confirmed to the Committee that during the period from June 1998 to
September 2000, he did not sign any written lease with TLL because at
that time, LegCo Members were not required to submit copies of the
written leases concerned when they made claims from the public coffers
for reimbursement of rental expenses. The Committee noted that in
submitting claims for reimbursements from the public coffers of rental
expenses, Hon James TO had submitted the monthly rental receipts issued
by TLL for the period.

Hon James TO declared to the Committee that he played no part in the
determination of the rental value concerned and did not know how the
relevant staff of the Kowloon West Branch of the DP determined it. He
himself did not look into the issue about the level of the rental value and
did not compare it with that of the property in the vicinity. As he was not

According to the direction given to the LegCo Secretariat by the Government, LegCo Members

could claim for public money to reimburse their rental expenses in June 1998. However, the
payment concerned should be deducted from the amount of operating expenses they were entitled to
claim for reimbursements in July 1998 and thereafter.
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17.25

17.26

17.27

17.28

required to pay any rent for the use of the property as his office in the
capacity of a DP member before he was returned as a Member of the first
term LegCo, he had no historical data for assessing whether the rental
value concerned was too high.

Hon James TO supplemented that although the terms of tenancy specified
that he rented the sitting room of the property, he actually used the entire
property, i.e. one sitting room and two rooms. He often used the rooms
in the premises to meet the public. His work equipment, including his
personal computer, was placed in one of the rooms. He also pointed out
that the premises were a properly furnished office. Hence, Hon James
TO considered that the above convenience factor should be taken into
account when the issue of rental level was considered.

Hon James TO then provided the Committee with a transcript of an
interview (Appendix 15) conducted by a local television station on 23
August 2004 with a real estate agency about the rental value between 1998
and 2000 of properties in the vicinity of the size similar to the one he
rented. The Committee learnt from the transcript that the monthly rental
value of the property was about $10,000 in 1998 but it dropped to no more
than $7,000 after 2000.

Hon James TO told the Committee that he and the DP had not decided®
whether to obtain surveyor’s valuation report on the market rental value of
the property between June 1998 and July 2001 because after making
enquiries, DP found that such valuation would cost tens of thousands of
dollars.

Hon James TO then told the Committee that when he signed the claim
forms for reimbursements of rental expenses prepared by his staff, he had
noticed that the monthly rental was $6,800, and he considered that the
level of the rental was not on the high side. Hon James TO stated that if
the rental had been set at a level much higher than the market rate, he
would have queried when his staff submitted claim forms for
reimbursements of rental expenses to him for signature.

5

Hon James TO informed the Committee on 21 February 2005 that the DP had hired surveyors to

conduct the valuation.
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17.29

17.30

Hon James TQO’s elucidations on the details of the renting of two rooms of
the property by other persons in the relevant periods and their claims from
the public coffers in respect of the rental expenses concerned

The Committee learnt that during the period when Hon James TO had
been claiming reimbursements from the public coffers of rental expenses
in respect of the sitting room of the property, two other persons also made
claims from the public coffers to pay for the rentals for renting two rooms
of the property.

The Committee has made enquiries with Hon James TO and YTMDC in
this regard. The information obtained is listed in the following table:

Table 2 The persons who rented the property owned by TLL and
made claims from the public coffers
in respect of the rental expenses concerned
between June 1998 and July 2001

Another
A Member of The total amount
Hon James TO Member of :
Date (for renting the YTMD.C YTMDC SISl
. (for renting . the persons
sitting room) (for renting
one room) concerned
another room)
From June 1998 A monthlv claim
to December |A monthly claim £ 5 ?3/00
1 1999 of $6,800 — — Ot %9,
(19 months in (Claims of
total) $129,200 in total)
pid
2 2001 y A monthly A monthly A monthly | claim of $13,800
.| claim of $6,800 | claim of $3,500 | claim of $3,500 (Claims of
(17 months in .
$234,600 in total)
total)
3 June 2001 A claim of A claim of A claim of A claim of
$5,600 $3,500 $3,500 $12,600
A claim of A claim of A claim of A claim of
4 | July2001 $6,800 $3,500 $3,500 $13,800
Total amount of
claims:
$390,200

17.31 As regards the renting of the two rooms of the property by other persons

concurrently and the making claims in respect of the rental expenses
concerned from the public coffers, Hon James TO explained to the
Committee that in fact, the amount of allowances claimed by them was not
excessive. If they had not rented the rooms of the property in question,
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18.

19.

20.

they would have to pay more to rent another property and claim more
money from the public coffers to cover the rental expenses. As the two
rooms were properly furnished and provided with office equipment, the
rent they paid for the use of the property should be good value for money.

Considerations and conclusions of the Committee

Pursuant to the terms of reference set out in Rule 73(1)(c) and having
made reference to the provisions in the Procedure for Handling
Complaints (Appendix 6) drawn up in July 1999, the Committee
considered the case of Hon James TQO’s failure to register, pursuant to
Rule 83 of the RoP, his interests with the Clerk to the LegCo. The
Committee noted that:

(1) Hon James TO had admitted his late registration of his shareholding
interests in TLL when he replied on 26 August 2004 to the Clerk to
the LegCo; and

(2) he had registered his shareholding interests in TLL, albeit out of time,
with the Clerk to the LegCo before the Committee considered the case.

Rule 83(5) of RoP provides that “registrable interests” include “the names
of companies or other bodies in which the Member has, to his knowledge,
either himself or with or on behalf of his spouse or infant children, a
beneficial interest in shareholdings of a nominal value greater than one-
hundredth of the issued share capital”. Given that Hon James TO had
acquired shareholding interests in TLL in May 1997, but did not register
such interests when he submitted particulars of interests to the Clerk to the
LegCo after he was returned as a LegCo Member of the first and second
terms, and on the basis of his admission of his late registration, the
Committee concluded, after considering carefully Hon James TO’s
explanations, that the primary fact of his breach of Rule 83 of RoP had
been established. On this basis, the Committee decided that in the light
of paragraph 8 of the Procedure for Handling Complaints, it was not
necessary to conduct an enquiry in order to ascertain that primary fact.

Rule 85 of RoP provides that any Member who fails to comply with Rule
83 may be admonished, reprimanded or suspended by the Council on a
motion to that effect, and Rule 73(1)(e) provides that one of the terms of
reference of the Committee is to report to the Council and make
recommendations, including a recommendation as to sanctions under Rule
85. The Committee considered that it should examine whether Hon
James TO’s omission to register the interests was a deliberate act, so as to
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provide a primary basis for a recommendation as to what sanction to be
imposed on Hon James TO.

21. Regarding the question whether Hon James TO’s omission to register
interests was a deliberate act or otherwise,

(1) the Committee notes that Hon James TO had registered his
shareholding interests in TLL with YTMDC on 27 March 2000,
7 February 2001, 15 March 2002, and 3 February 2004. As
information on interests registered by LegCo Members and DC
members were accessible to the public, if Hon James TO
deliberately omitted to register the interests with the Clerk to the
LegCo so as to conceal his shareholding interests in TLL, he should
have omitted to register the interests with YTMDC as well. As
Hon James TO did register the interests with YTMDC, the
Committee accepts that Hon James TO did not deliberately conceal
such interests.

(2) on the basis of the information provided by Hon James TO, the
Committee accepts that when Hon James TO dealt with the affairs
of TLL as its director, apart from filling in a form of trust document
by himself to declare that the one share of TLL he held was held on
behalf of the DP as trustee, he did not actively participate in other
matters of the company, such as the administration of the company,
its daily operation and the setting of the rental level. According to
the declaration he made to the Committee, he had believed that he
did not actually hold TLL, he therefore entirely relied on those who
handled the party affairs of the DP, the secretarial services
company and the accounting firm to handle the affairs of TLL.
When the staff members showed him the documents, he never
perused but just signed at places where they were flagged. The
Committee considers that although Hon James TO’s way of
handling matters in this respect could be regarded as grossly
inadequate and negligent, there is no evidence indicating that he
deliberately concealed the interests concerned.

(3) the Committee notes that the rules relating to LegCo Members’
claims for reimbursements of expenses did not prohibit Members
from submitting claims for reimbursement of rental expenses in
respect of a property owned by themselves, the political party to
which they belonged or the company under their control for use as
their LegCo Members’ District Offices, nor did they require
Members to provide evidence or information showing that the
rental of the offices concerned was not higher than the market rate
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22,

when they submitted claims for reimbursement of rental expenses.
As such, the Committee considers that Hon James TO has not
breached any relevant rules of the LegCo by renting the property
owned by TLL, the shares of which he believed he had held for the
DP as nominee, for use as his LegCo Member’s District Office, and
claiming reimbursements of rental expenses thereof. The
Committee considers that, in the circumstances, there should be no
need for Hon James TO to omit registration in order to conceal the
interests.

The conclusions of the Committee are:

1)

)

©)

Hon James TO failed to furnish to the Clerk to the LegCo the
particular of a registrable interest, namely the name of TLL, during
the period from 1 July 1998 to 25 August 2004, contrary to Rule 83
of RoP.

based on the analysis set out in paragraph 21, the Committee
considers that there is no evidence which indicates that Hon James
TO deliberately omitted to register his interests.

in handling cases of late registration of interests, the former
Committee did not recommend sanctions against the Members
concerned on the basis that no conflict of interests was involved.
However, the Committee considers that as the interests registered
out of time by Hon James TO involved claims from the public
coffers (i.e. he rented the property owned by TLL, in which he was
holding shares, for use as his LegCo Member’s District Office as a
LegCo Member, and claimed reimbursements from the public
coffers for the rental expenses concerned), this case is materially
different from the previous cases. Although the way and attitude
in which Hon James TO handled matters of TLL is not within the
Committee’s terms of reference, the Committee considers that, as a
LegCo Member and in order to comply with Rule 83 of RoP, he
had a duty to clarify and ascertain the number of shares of TLL
held by him and the capacity in which he was holding such shares
(beneficial owner or nominee), especially because he made claims
from the public coffers for renting the property owned by TLL.
The Committee considers that Hon James TO failed to prudently
discharge such a duty, which falls short of the standards expected
of a Member in handling such matters by members of the public,
hence there is a need to recommend sanction in this case.
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Recommendation of the Committee

23. On the basis of the considerations and conclusions set out in
paragraphs 18 to 22 above, in accordance with Rules 73(1)(e) and 85
of the RoP, the Committee recommends that Hon James TO be
sanctioned by admonishment on a motion to that effect.
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CHAPTER 4

THE CASE OF UNION PACE DEVELOPMENT LIMITED

24,

25.

The report by Hon James TO

On 2 November 2004, Hon James TO of his own volition reported to the
Committee that during his term of office as Member of the LegCo of the
last term, he was negligent in omitting to register his shareholding
interests in UPDL. He held about 7% of the shares of UPDL. He
explained that the only asset the company held was a village house and it
did not actively participate in commercial activities. He registered such
interests with YTMDC in 2001, 2002 and 2004. He believed that the
need to process some documents relating to UPDL at that time had
prompted him to register such interests with YTMDC.

Considerations and conclusion of the Committee

The Committee notes that Hon James TO did register such interests with
YTMDC and had also registered such interests with the Clerk to the
LegCo in this term. The Committee considers that this omission did not
involve any claims from the public coffers, conflict of interests, or other
factors which will make it accept that it should take an approach different
from the way similar cases were handled by the Committee of the first
term LegCo. Hence, the Committee decides that there is no need to take
further action in respect of this case.
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The Third Legislative Council

Committee on Members' Interests
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Deputy Chairman Hon SIN Chung-kai, JP
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Hon LI Kwok-ying, MH
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Hon Albert Jinghan CHENG
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Appendix 5

The Third Legislative Council

Committee on Members' Interests

Terms of Reference

to examine the arrangements made for the compilation, maintenance
and accessibility of the Register of Members' Interests;

to consider any proposals made by Members or others as to the form
and contents of the Register;

to consider and investigate any complaint made in relation to the
registration and declaration of Members' interests or any complaint of
a failure to do so;

to consider matters of ethics in relation to the conduct of Members 1n
their capacity as such, and to give advice and issue guidelines on such
matters,

to report to the Council and make recommendations, including a
recommendation as to a sanction under Rule 85 (Sanctions relating to
Interests).
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THE PROCEDURE OF
THE COMMITTEE ON MEMBERS’ INTERESTS
FOR HANDLING COMPLAINTS RECEIVED
IN RELATION TO THE REGISTRATION AND DECLARATION
OF MEMBERS’ INTERESTS

July 1999
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The procedure of the Committee on Members’ Interests
for handling complaints received
in relation to the registration and declaration of Members’ interests

Convening the first meeting

(1

(2)

(3)

Upon receipt of a written complaint by the Committee on Members’ Interests (the
Committee) from a Member or a member of the public (thereafter referred to as “the
complainant) about the registration or declaration of interests of a Member (thereafter
referred to as “the Member under complaint™), the Clerk to the Committee (the Clerk)
shall forthwith contact and verify the identity of the complainant. The Clerk shall then
distribute the complaint in the form of a confidential document to members of the
Committee (the members) and he shall ask the Chairman of the Committee (the
Chairman) to decide within two working days whether a meeting on the matter should
be held (in the event of the absence of the Chairman from Hong Kong or the Member
under complaint being the Chairman, the Clerk shall seek instruction from the Deputy
Chairman; the same principle shall apply in subsequent paragraphs). If the Chairman
or the Clerk receives a complaint by an anonymous or unidentifiable person or by a
person who cannot be contacted, the Chairman shall instruct the Clerk to circulate the
complaint to other members in the form of a confidential document for information.
However, the Committee will not consider the complaint.

In deciding whether a meeting should be held to consider the complaint received, the
Chairman may decide not to hold such a meeting for the following reasons:

(a) the complaint is not related to the registration and declaration of Members’
interests;

(b) the complaint is merely based on speculations, inferences or unfounded
judgements;

(c) the complaint is made by an anonymous or unidentifiable person or by a person
who cannot be contacted; or

(d) other reasons he deems appropriate.

If the Chairman decides that the Committee should meet, he shall instruct the Clerk to
arrange for the first meeting to be held within the next seven working days to consider
the complaint.

Y
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(4)

(5)

If the Chairman decides not to hold such a meeting and conveys to the Cierk his
decision as well his reasons for making such a decision, the Clerk shall inform other
members of the Chairman’s decision and his reasons. If any member indicates
disagreement with the decision in writing, the Clerk shall, by way of a circular, ask
the members to forward replies to him within three working days on whether a
meeting should be held to consider the complaint. In the event that the Clerk
receives replies in which the majority of members indicate their support for holding a
meeting, he shall ask the Chairman to fix the date, the time and the venue for the
meeting. The first meeting shall be held within the next seven working days.

If the Chairman makes a decision of not holding a meeting and the Clerk does not
receive replies from a majority of members indicating disagreement with this decision
after the expiry of the three-day deadline since the issue of the circular, the Committee
will not take any further action on the complaint.

Preliminary consideration

(6)

(7

&)

)

The Committee may hold a meeting or a series of meetings to consider the
complaint.

The purposes of such meetings are:

(1) To ascertain the subject of the complaint and the provisions of the Rules of]
Procedure relevant to the allegations in question; and

(ii) To gather information relevant to the complaint and the allegations in question,
such as the dates, amounts of money (if any), persons involved, etc. Such
information should not include media reports, information provided by

anonymous persons and speculations, inferences or judgements made by
individuals.

The Committee may invite the complainant to attend a meeting to provide
information. The Committee may also invite the Member under complaint to attend
the meeting to give explanations and to provide information. If the Member under
complaint admits all the allegations at this stage, and the Committee is of the opinion
that it is able to determine whether the complaint is substantiated and decides that an
enquiry is not necessary, the Committee shall report to the Council and make a
recommendation as to a sanction to be imposed on the Member under complaint.

The Committee may decide not to proceed with an investigation if it is of the opinion
that the complaint is not substantiated.

P
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Investigation

(10)

(11)

If the Committee decides to conduct an investigation into the complaint, the
Committee shall instruct the Clerk to convey the decision to the complainant and the
Member under complaint and to provide the Member under complaint with
information received in relation to the complaint.

In the course of conducting an enquiry, the Committee may, in accordance with
section 9(1) of the Legislative Council (Powers and Privileges) Ordinance (Cap. 382),
order any person to attend before the Committee and to give evidence or to produce
any paper, book, record or document in the possession or under the control of such
person. The Committee may cause witnesses to be examined at a meeting upon oath.
The Commitiee may ask the complainant, the Member under complaint and other

persons to confirm upon oath the information and statements they have provided at
previous meetings.

The Member under complaint shall have the right to give explanations, make

clarification and provide information on the subject of the complaints and the related
matters.

The Committee’s decision as to whether a complaint is substantiated

(13)

(14)

If the Committee decides that there is sufficient evidence to show and substantiate
that the Member under complaint has provided false information in registering and
declaring interests or has failed to register or declare registrable or declarable
interests, it shall inform the complainant and the Member under complaint of its
decision that the complaint is substantiated.

Upon receipt of the Committee’s notification of its decision that the complaint is
substantiated, the Member under complaint may make a request in writing to the
Committee for a review of the decision within the next seven working days, and he
may submit written statements and provide any other information which is
unavailable at hearings held ecarlier. Upon receipt of the written request for a review
of the Committee’s decision from the Member under complaint, the Chairman shall
instruct the Clerk to arrange for a meeting to be held for such purpose within the next
s~ven working}zays to hear te= explanationnnade by the £ .ember underc:omplaint
and to review its earlier decision.




(15)

(16)

If the Commitiee is of the opinion that the complaint is substantiated, or it is still off
the opinion after the review that the complaint is substantiated, the Committee shall
present a report to the Council on the complaint, in which the evidence and its
opinion should be set out. The Committee may also make a recommendation to the
Council as to a sanction to be imposed on the Member concerned under Rule 85 of]
the Rules of Procedure.

If the Committee is of the opinion that the complaint is not substantiated, it shall
convey the decision to the complainant and the Member under complaint. The
Committee may decide whether it should submit a report on this to the Council. If]
the Committee decides not to submit a report on this to the Council, members or any
other person must not disclose any information regarding the complaint, except the
evidence taken before the Committee and documents presented to it during meetings
of the Committee held in public.

Confidentiality Requirement

(17)

(18)

(19)

The evidence taken before the Committee and documents presented to it, or its
deliberations and decisions, shall not, except in the case of meetings of the
Committee held in public, be disclosed by a member or by any other person before
the Committee has presented its investigation report to the Council. Any member
who fails to comply with this requirement may be admonished or reprimanded by the
Council on a motion to that effect.

Meetings of the Committee, including those at which hearings are conducted, shall be
held in camera. However, hearings shall be conducted at meetings held in public if]
the Member under complaint makes such a request.

The transcript of evidence taken at such hearings shall be published in full as far as
possible and form part of the report of the Committee.

Participation of members in the deliberations of the Committee

(20)

No member of the Committee shall participate as a member of the Committee in the
handling of a complaint or in the meetings of the Committee to deliberate on or
inauire into a complaint where the complaint was made by or against him.
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Appendix 7
COMPANIES ORDINANCE ( Chapter 32)

Appointment of first directors

Pursuant to section 158(5)

Company number

600002

Name of Company

TARGET LINK LIMITED

WE, the undersigned, being all of the subscribers to the Memorandum and Articles of Association of
the above named company do hereby appoint as the first directors thereof persons who have attained
the age of 18 years and consented to act as such by signing against their names set out below.

Names of Directors - Signatures

TO Kun Sun, Janes

Names of Subscribers Signatures

For and on behalf of
YICTON SECRETARY LIMITED

VICITON SECRETARY LIMITID

For and on behalf of
YICTON MANAGEMENT/{LIMITED

VICTON MANAGEMENT LIMITED | \ T

i \]' Authorized Signa:ure
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Appendix 9
Company Number: 600002

TARGET LINK LIMITED
WRITTEN RESOLUTION OF THE BOARD OF DIRECTORS OF THE COMPANY

Pursuant to the authority given by the Company’s Articles of Association, we. the undersigned,
being all the Directors of the Company for the time being, hereby:

Allotment of New Shares

NOTE THAT application by the following allottees for allotment of the following shares in the

capital of the Company as fully paid up at par and to rank pari passu with all existing issued
shares be tabled.

RESOLVE THAT the said applications for allotment be approved, and THAT new share
certificates be issued under the Common Seal of the Company to the respective applicants and
THAT the relevant return of allotments be filed with the Companies Registry:-

Names No. of Shares
TO Kun Sun, James _ 49

Dated this 15th day May 1997

Director
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ot sxockspcaﬂcd below sub_]cct to the several conditions oa which the said shar

‘?\ RTHECONSIDERATIONstamdbdow the “Transferor{s)" named do hereby W' tansfaec(s) namcdmcs%a;s.

i oW ldb ﬁ o
and thc'rransferce(s) do hcrcby agres to'&ccpf.'and hold the said shares or stock subjéct'to d.ltmm.af mﬁﬁﬁ :
5 -"\'*:_\.‘ - , ‘ , . \.. = X
NIy G : .{1 \\ £5-5.
TARGET LINK LIMITED 82 [
RN . FIGURES
Mumb ad full des- . WORDS
m-:ﬁ;rtio: of ;Iln.r:s; ac Eﬁ!fﬁ%"‘ 10
—— amount of stock aad :
L= nomber  ind deqomin-.] . . . . ‘ - - AQQBTIdIX 10
o 77| st of mis, if amy | 1 . SO . .ONE o
R B Mumber
LT ol TRANSEER
— FROM Name(s) " VICTON SECRETARY LIMITED
TRANSFEROR(S) e i
3} and addreceles)
m;;(ﬁ,n_ S | Address(es) Rm 502-3 Commercial House,
ERERERABLYTYEE. | T e,
s | 33 92%?5%59%%99&?%.??99?}??2? ......................
" CONSIDERATION
1
OF TRANSFEREE ' - Solicitor - -NaﬁO_vﬁv ' British
SIGNED, SEALED and DELIVERED by the parties to this transfer this ......?—‘.9.?.1? .............................. day of
.................. May. ... ............One thousand mize bundred and .97, ............. ...
in the prosence of y For and on behalf of
gzgg%%ss } .................................................. YICTON S TARY LIVMITED
ws........ R0 502-3 Commercial House, ;
' 35 Queen’s Road Central, Hong Kong. ¢ i T':l ____________
............................................................. Hfhonzedslgnﬂmre
Secretacy - ¥
mnwr?m ARUE COPY Sigrature of Transferor
— Pr!ﬁ TI” ..............
gﬁ%% ...-..........................C’.é;:::i.éa..' ._.l-éli"“ A countenat
Koom 2302, 23rd Hoor,
AR i e Qaﬁ..su’.iding,.. P
303 Hensessy Roal, LN
anchal,HOﬂg K. Sigrature of Transferee
TO Kun Sun, Jamnes
D om e
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I the case of Chinese transferees, their names should ke given both in English and in Chinese characters
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( FOR
OFFICE
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SOLD NOTE 2! 25 cq

. &\'ijﬁumgé
o : \ D ) o o .
Name of Purchaser (Transferee):..... 10 Xin Sun, .Jares e x A ; .?----‘-'-'-a.«&-i--,-;-'.

Address: ..

-----------

LTI T L FT R Y P

Occupation:....Solicitor

.......................................................

----------------------------

- Name of Company in which the shares to be transféired:
o ' TARGET LINK LIMITED

Number of Shares: ... - One 1.00

-----------------

......

..........

Cersenserasan Cemeienesien ettt eeeeee --(HKS 1.00 )

For cmd on behalf of
VICTON SECRETARY

.. =

Atthorized Signature(s) i

-~ cozHong KongeDated ... 2988 May 1997~ ONatiosms

Name of Seller (Transferor): VICTON SECRETARY LIMITED

P
g L r 4 r s e e N sa et et a b i N s v aern e g gt b adr s a0 ssassranssotensbatarennbun reasaves

Address: " Rm. 502-3 Commercial House, 35 Queen's Road C., Central, Hong Kong.

* ¢
----------------------------------------------------------------------------------------------------

............................................

Certified Puklic Acco

uniant

SR RS A G F3:2302, 2374 Floor,
* 5 AndiEn (TPhnsferee)
Gf 303 RXtessy Road, e
oainn ail hy' Nanchat, Hong Koay,

“A2D - TO Kun Sun. Jares
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Appendix 12 am AR
| Annual Return
el [ E R
Companies Registry

N (Schedule 1§ = —)
2 8 #£ M oz (Page 1 of 1}

Dateof Return A s g
OB ;| MMA | YYYY &

: : 600002
19 : 03 | 1998

Company Number 4\ 5] &5 4¢

Details of Members g =5

(See Section 7 of the main form for details of any change to the structure of the Company's Share Capital since the date of the tast
Retumn)
(MrBE—dEad HMURLFETEBUNFARHZE - HeMuRRE 7TH)
Share Class B {4} 25 51 Ordinary
. Shares B &
Name Address Currant Holding Transferred &3y Remarks
EE i EESEE Number Date fi &F
. ;4= H 83
VICTOM SECRETARY Room 502-3, a 1 29/05/1997
LIMITED Commercial House, 35

Cueen's Road
Central, Hong Kong

VICTON MRNAGEMENT Room 502-~3, 0
LIMITED Commercial House, 35
Queen's Road

1 29/05/1997

Central, Hong Kong

TO Kun Sun, James

PRaBR

50

Total
B

100
]

=

Notes =

1. The total shares in the ‘Current Holding' for each class of share must agree with the total for that class in Section 7 of the
Return.

ERNERY RENAER, BUc AESHRRE TSN AESN TN ED -
The number of shares transferred since the last Relurn should be shawn for each existing or ex-member.
ERFECSRER AT ARAS I ISE LTRSS EHE -

~J

AA
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SNt N ke ek e sk sk sk skeske sk skt sk sk ek steskesk ke sk ek ke
MEMORANDUM

AND

ARTICLES OF ASSOCIATION
OF

TARGET LINK LIMITED
A I AR

Incorporated the 19th day of March 1997.

HONG KONG

DR T 3 e 2 e e o
Printed By Victon Registrations Limited Tel: 2845 0884 (3 Lines})
D T a3 S T o S e S S S S S o o o S

No. 600002 [ COPY ]

COMPANIES ORDINANCE
(CHAPTER 32)

CERTIFICATE OF INCORPORATION CE% TRUE ¥0pry
. - A L
i hereby certify that T e N

---------------------
L)

an
21st FI ) nAcc_ou‘n
TARGET LINK LIMITED 305 H;gesnguROIaiél:ldmg

E R OA Mo 8§ ek

ong Kong,

is this day incorporated in Hong Kong under the Companies Ordinance, and that
this cempany is limited

Issued by the undersigned on 19 March 1997.
(Sd.) MISS H. CHANG

----------------------------------------------------------

for Registrar of Companies
Hong Kong

B S S S S S e S S S S S S S S S S S S S S S S S S S S S S S S S S
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THE COMPANIES ORDINANCE (CHAPTER 32)

Private Company Limited by Shares

MEMORANDUM OF ASSOCIATION

OF

TARGET LINK LIMITED
E & AR A 4

FIRST:— The name of the Company is TARGET LINK LIMITED E# & 43

SECOND:— The Registered Office of the Company will be sitmate in Hong Kong.

THIRD:— The objects for which the Company is established are:—

l

To establish and carry on all or any of the business of importers, exporters, agents, distributors, manufacturers,
warchousemen, merchants, commission agents, contractors, store-kecpers, carriers, manufacturers, representatives,
commercial, industrial, financial and general agents, brokers, advisers and representatives, forwarding agents and
traders both wholesale and retail or otherwise deal in goods produce, raw materials, articles and merchandise in all its

branches, and to create, manufacture, produce, import, export, buy, sell, barter, exchange, make advances upon or
otherwise deal in goods, produce, commodities and merchandise of all kinds.

To invest in, hold, sell and deal with the stock, shares, bonds, debentures, debenture stock, obligations, notes and
securities of any government, state, company, corporation or other body or authority; and to raise and borrow money
by the issue of shares, stock, debentures, debenture stock, howsoever created and to underwrite any such issue.

To invest and deal with the moneys of the Company not immediately required in such manner as from time to time
be determined and to hold, sell or otherwise deal with any investments made.

To draw, make, accept, endorse, discount, negotiate, execute and issue promissory notes, bills of exchange, bills of
lading, warrants, debentures, and other negotiable or transferable instruments.

To receive valuables or money on deposit with or without allowance or interest thereon.

To undertake and execute any trusts the undertaking whereof may seem desirable and also to undertake the office of
executor, administrator, treasurer or register and to keep for any company, government, authority, or body any register

relating to any stocks, funds, shares or securities or to undertake any duties in relation to the registration of transfers,
the issue of certificates or otherwise.

170 improve, margee, construct, repr , develop, exchag e, let on lease ¢ « stherwise, mortgzese, charge, sell, &gDose
of, turn to account, use in connection with the Company’s business or any part thereof, grant licences, options, rights

and privileges in respect of, or otherwise deal with all or any part of the property and rights of the Company, both
real and personal.

— A+
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17
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19

20

21

To purchase or by any other means acquire and take options over any freehold, leasehold of other real or personal
property for any estate or interest whatever, and any rights or privileges of any kind over or in respect of any real or
personal property, and to carry on all or any of the business usually carried on by land companies, land investment
companies, land and building mortgage companies and building and estate companies in their several branches.

To establish, construct, demolish, resite, rebuild, alter, furnish, improve, maintain, develop, manage, work, control,
carry out, and superintend bonded warehouses, warehouses, godowns, stores, shops, dairies, offices, block of flats or
offices, flats, houses, roads, hotels, clubs, restaurants, factories, works, places of amusement, buildings, and other
works and conveniences of all kinds which may seem calculated directly or indirectly to advance the Company’s
interests or conducive to the objects of the Company, and to contribute or otherwise asgist or take part in the
construction, maintenance, development, management, carrying out, working, control and superintendence thereof.

To carry on all or any of the businesses of general contractors, engineering contractors, civil engineers, site formation

and plant layout advisers and consultants (whether civil, mechanical, electrical, structural, chemical, aeronautical,
marine or otherwise}.

To act as trustees or nominees of individuals or clubs or associations or companies whether incorporated or not.

To act as directors, accountants, secretaries and register of companies incorporated by law or societies or organisations
whether incorporated or not.

To manage, supervise, control or take part in the management, supervision or control of the business or nnerations of

any company or undertaking and for that purpose to appoint and remunerate any directors. accountants, solicitors or
other experts or agents.

To act as financial advisers and to facilitate and encourage the creation, issue or conversion of and to offer for public
subscription debentures, debenture stock, bonds, obligations, shares, stocks and securitics and to act as trustees in

comnection with any such securities and to establish or to promote or to concur in establishing or promoting any
company, association, undertaking or public or private body.

To provide or undertake any other service or facility whelher of the kind mentioned above or otherwise which, in the
opinion of the Directors, the Company can provide or undertake in the furtherance of ils business.

To act as agents or managers for any insurance companies, clubs or associations or for any individual underwriters in

connection-with its or his or their insurance or underwriting business (wherever the same may be carried on} or any
branch of the same.

To insure with any company or person against losses, damages, risks and liabilities of all kinds which may affect this
Company and to act as agents and brokers for placing insurance risks of all kinds in ali its branches.

To subscribe for, register, take, purchase, or otherwise acquire and hold and to sell, exchange, deal in and otherwise
dispose of shares or other interests in or securities of any other company whether having objects similar to or different
from those of the Company or carrying on any business capable of being carried on so as directly or indirectly to
benefit the Company or enhance the value of any of its property and to co-ordinate, finance and manage the business
and operations of any company in which the Company holds any such interest.

To amalgamate with any other company, whose business can conveniently be carried on in association with the
business of the Company, whether by sale or purchase (for fully or partly-paid shares or otherwise) of the undertaking,
subject to the liabilities of the Company or any such other company as aforesaid with or without winding up or by

purchase (for fully or partly-paid shares or otherwise) of all or a controlling interest in the share or stock of any such
other company, or in any other manner.

To enteratlo partnership onrmy atrangement _sharing profits, urion of interests ot vo-operation with zny company,
firm or person carrying on or proposing to carry on any business within the objects €.’ the Company, os=alculated to
advance its interests, and to acquire and hold shares, stock or securities of any such company.

To carry on the business of garage, service-station or filling-station proprietors, licencees or operators; or as vehicle
manufacturers, assemblers, finishers or repairers; as dealers in oil, petroleum products or motor accessories of all kinds;

_/24
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32

33

34

or as motor, mechanical or electrical engineers.

To carry on all or any of the businesses of travel agents, ticket and booking agents, charter-flight travel contractors,
and to facilitate tours and travel and to arrange hotel and accommodation booking and Iravellers-cheque_and credit-
card facilities and other facilities for tourists and travellers and to engage in all aspects of the travel and tourist industry.

To purchase or otherwise acquire and to carry on the business or businesses of ship owners, stevedores, wharfingers,
carriers, forwarding agents, storage keepers, warehousemen, ship builders, dry-dock keepers, marine engineers,
engineers, ship keepers, boat builders, ship and boat repairers, outfitters, brokers and agents, salvors, wreck raisers,
divers, auctioneers, valuers and assessors.

To carry on all or any of the businesses of proprietors or licencees of restaurants, refreshment and tea rooms, hotels,
bars for the sale of liquor, clubs, dance halls, cafes and milk and snack bars, and as caterers and contractors, 10 all
their respective branches.

To carry on all or any of the businesses of knitters, weavers, spinners and manufacturers of and dealers in years,
fabrics, make-ups or other types of textile products made from cotton, wool, silk, rayon, synthetic fibres, artificial silk,
flax, hemp, linen, jute or other fibrous substances, bleachers, dyers, printers and finishers of the said products and
substances, and makers of vitriol, bleaching and dyeing materials.

To carry on all or any of the business of costumiers and tailors, makers of underwear, shirt, singlet, nightwear,
sportswear, or other kind of garments, makers of mantle, coat, jacket, doublet, waist-coat, robes or other sort of dress,
corset, lingerie and brassiere makers, trimmings and lace makers, embroiderers, haberdashers and milliners, glovers,
hosiers, makers of towels and napkins, makers of table-cover and table-cloth, furriers, and manufacturers of and dealers
in any kiond of textile make-up products.

To carry on all or any of the business of manufacturers, exporters, importers, repairers, designers, wholesalers, retailers,
suppliers and agents of, and dealers in mechanical, electronic and electrical watches, clocks, timepieces and
chronological instruments of all kinds and descriptions and all components parts and accessories thereof.

To carry on the business of manufacturers of, suppliers, repairers, programmers, advisers and dealers in electricals,
electronics, computers, microcomputers, hardwares, softwares, accessories, motors, office and industrial appliances and
equipments, and toys of all descriptions.

To manufacture plastic goods, articles and any other products in which some plastic parts are incorporated, and to make
moulds, dies, tools and machinery for the production of plastic goods.

To build, establish, maintain, operate and own factories of all kinds.

To apply for, promote, and obtain Licence of any Government department or other authority for enabling the Company
to carry any of its objects into effect, or for effecting any modification of the Company’s constitution, or for any other
purpose which may seem expedient, and to oppose any proceedings or applications which may seem calculated directly
or indirectly to prejudice the Company’s interests.

To apply for, register, purchase, or by other means acquire and protect, prolong and renew, whether in Hong Kong
or elsewhere, any patents, patent rights, brevets d’inventions, licences, secret processes, trade marks, designs,
protections and concessions and to disclaim, alter, modify, use and tumn to account and to manufacture under or grant
licences or privileges in respect of the same, and to expend money in experimenting upon, testing and improving any

patents, inventions or rights which the Company may acquire Or propose to acquire.

To enter into any arrangements with any Governments or authorities (supreme, municipal, local or otherwise) that may
seem conducive. to the attainment of the Company’s objects or any of them, and to obtain from any such Government
or authority an_ - charters, decreesv.tights, privilegesnt concessions wic h the Companyu=ay think desirab’ ~and to
carry out, exercise, and comply with any such charters, decrees, rights, privileges, and concessions.

To acquire mines, mining rights, quarries and mineral lands, timber and forestry estates and property and land of every
description developed or intended to be developed for the production of raw materials, crops, animal products or
agricultural products anywhere throughout the whole world and any interest or concession therein and to explore, work,

—=
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exercise, develop and turn the same to account.

To carry on business as dealers in, and producers, whether as farmers, market gardeqers or processors, of fish, dairy
farm, and garden produce of all kinds, including milk, cream, butter, cheese, poultry, eggs, fruit and vegetables.

To carry on all or any of the businesses of packing, general warehousemen, godown and ice cold storage operators.

To carry on the business of a transportation company by means of vehicles of whatever kind and howsoever propelled
for the carriage of passengers, animals, fish, food-stuffs and goods of whatsoever kind and description.

To carry on business as jewellers, gold and silver smiths, gem merchants, watch and clock makers, electro-platers,
dressing-bag makers, importers and exporters of bullion, and to buy, sell and deat in (wholesale and retail) diamonds,
precious stones, jewellery, watches, clocks, gold and silver plates, electro-plates, cutlery, bronzes, articles of virtue,
objects of art, and such other articles and goods as the Company may consider capable of being conveniently dealt

in in relation to its business and to manufacture and to establish factories for manufacturing goods for the above
businesses.

To carry on all or any of the businesses of publishers, stationers, type-founders, book-binders, printers, photographers,
film-processors, cine-film producers, and cartographers and to do all things necessary or convenient for carrying out

such businesses or businesses of a character similar or analogous to the foregoing or any of them or connected
herewith.

To establish, found, operate, own, support, or aid in the establishment, founding, operating, owning and supporting of
schools, colleges, institutions or other educational establishments of whatsoever kind connected with or incidental to
the promotion of any form of education, learning, cultural activity, sport or past-time amongst members of the public.

To borrow and raise money in such manner as the Company shall think fit and to secure the repayment of any roney
borrowed, raised, or owing, by mortgage, charge, lien or other security upon the whole or any part of the Company’s
property or assets (whether present or future), including its uncalled capital, and also by a similar mortgage, charge,

lien or security to secure and guarantee the performance by the Company of any obligation or liability it may undertake
or which may become binding on it.

To lend and advance money or give credit on such terms as may seem expedient and with or without security to
customers 4nd others, to enter into guarantees, contracts of indemnity and suretyships of all kinds other than those in
the nature of insurance business, to become security for any persons, firms or companies and to receive money, stocks,
bonds, ceriificates, securities, deeds and property on deposit or for safe custody or management.

To Guarantee or otherwise support or secure, either with or without the Company receiving any consideration or
advantage and whether by personal covenant or by mortgaging or charging all or part of the undertaking, property,
assets, and rights (present and future) and uncalled capital of the Company or by both such method or by any other
means whatsoever, the liabilities and obligations of and the payment of any moneys whatsoever (including but not
limited to capital, principal, premiums, interest, dividends, costs and expenses on any stocks, shares or securities)by
any person, firm or company whatsoever including but not limited to any company which is for the time being the
holding company or a subsidiary (both as defined by Section 2 of the Companies Ordinance ( Cap. 32) of the Company
or of the Company's holding company or is otherwise associated with the Company in its business), and to act as agents
for the collection, receipt or payment of money, and to enter into any contract of indemnity or suretyship (but not in
respect of fire, life and marine insurance business).

To carry on any other business which may seem (o the Company capable of being conveniently carried on in
connection with the above objects, or calculated directty or indirectly to enhance the value of or render more profitable
any of the Company's property.

To do all such other things as may be deemed mncidental or conducive to the attainment of the above odjects or any
of them.

To procure the Company to be registered or recognized in any part of the world and to do all or any of the things or
matters aforesaid in any part of the world and either as principals, agents, contractors or otherwise and by or through

—%/—

-A29 -




47

48

49

50

51

52

53

agents or otherwise and either alone or in conjunction with others.

To enter into any arrangements for profit-sharing with any of the directors or employees of the Company or of any
company in which the company may for the time being hold a share or shares (subject to the consent and approval
of such company) and to grant sums by way of bonus or allowance to any such directors or employees or their
dependents or connections, and to establish or support, or aid in the establishment and support of, provident and
gratuity funds, associations, institutions, schools or conveniences calculated to benefit directors or employees of the
company or its predecessors in business or any companies in which the company owns a share or shares or the
dependents or connections of such persons, and to grant pensions and make payments towards insurance.

To support and subscribe to any charitable or public object, and to support and subscribe to any institution, society,
or club which may be for the benefit of the Company or its employees, or may be connected with any town or place
where the Company carries on business; to give or award pensions, annuities, gratuities, and superannuation or other
allowances or benefits or charitable aid to any persons who are or have been Directors of, or who are or have been
employed by, or who are serving or have served the Company, or of any company which is a subsidiary or associated
company of the Company or the holding company of the Company or of the predecessors in business of the Company
or of any such subsidiary associated or holding company and to the wives, widows, children and other relatives and
dependants of such persons; to make payments toward insurance; and to set up, establish, support and maintain
superannuation and other funds or schemes (whether contributory or non-contributory) for the benefit of any of such
persons and of their wives, widows, children and other relatives and dependants; and to set up, establish, support and
maintain profit sharing or share purchase schemes for the benefit of any of the employees of the Company or of any

such subsidiary or holding company and to lend money to any such employees or to trustees on their behalf to enable
any such share purchase schemes to be established or maintained.

To sell or otherwise dispose of the whole or any part of the business or property of the Company, either together or

in portions, for such consideration as the Company may think fit, and in particular for shares, debentures, or securities
of any company purchasing the same.

To distribute among the Members of the Company in kind any property of the Company of any kind.

To remunerate any person,'ﬁrm or company rendering services to this Company either by cash payment or by the

allotment to him or them of Shares or other securities of the Company credited as paid up in full or in part or otherwise
as may be thought expedient.

To pav all or any expenses incurred in connection with the promotion, formation and incorporation of the Company,
or to contract with any person, firm or company to pay the same, and to pay commissions to brokers and others for
underwriting, placing, selling, or guaranteeing the subscription of any Shares or other securities of the Company and
to accept stock or shares in, or the debentures, mortgage debentures, or other securities of any other company in
payment or part payment for-4ny services rendered, or for any sale made to, or debt owing from, any such company.

To purchase, rent, take on lease or in exchange, hire or otherwise acquire land and buildings and any estate or interest
therein and any rights or privileges connected therewith and to purchase for investment, development or resale, and
to traffic in land and house and other property of any tenure and any interest therein, and to create, sell, and deal in
freechold and leasehold ground rents, and to make advances upon the security of land or house er other property, or

any interest therein, and generally to deal in, waffic by way of sale, lease, exchange, or otherwise with land and house
property and any other property whether real or personal.

The objects set forth in each sub-clause of this clause shall not be restrictively construed but the widest interpretation

shall be given thereto, and they shall not, except where the context expressly so requires, be in any way limited or restricted
by reference to or inference from any other object or objects set forth in such sub-clause or from the terms of any other sub-
clause or by the name of the Company. None of such sub-clauses or the object or objects therein specified or the powers .
thr ¢eby conferred stALi be deemed subdlliary or ancillary«~) the objects or prawers mentioned v - any other sub-clizse, but

the Company shall have as full a power to exercise all or any of the objects conferred by and provided in each of the said
sub-clanses as if each sub-clause contained the objects of a separate company.

FOURTH:— The liability of the Members is limited.

s
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FIFTH:— The Share Capital of the Company is HK$10,000.00 divided into 10,000 shares of HK$1.00 each with the
power for the company to increase or reduce the said capital and to issue any part of its capital, original or
increased, with or without preference, priority or special privileges, or subject to any postponement of rights
or to any conditions or restrictions and so that, unless the conditions of issue shall otherwise expressly declare,

every issue of shares, whether declared to be preference or otherwise, ‘shall be subject to the power
hereinbefore contained.

We, the several persons, whose names, addresses and descriptions are hereto subscribed, are desirous of being formed
into a Company in pursuance of this Memorandum of Association, and we respectively agree to take the number of shares
in the capital of the Company set opposite to our respective names:—

Number of Shares
Names, Addresses and Descriptions of Subscribers _ taken by each

subscriber

For and on behalf of
VICTON SECRETARY LIMITED One
CHU YIU KWONG — Director
Room 502-3, Commercial House,
35 Queen’s Road Central,
Hong Kong.

Corporation

For and on behalf of
VICTON MANAGEMENT LIMITED One
CHU YIU KWONG — Director
Room 502-3, Commercial House,
35 Queen’s Road Central,
Hong Kong.

Corporation

Total Number of Shares Taken . . . .. Two

Dated the 2% day of Februar, 1997,
WITNESS to the above signatures:

VICONIA CHAN
Company Secretary
Rm. 502-3 Comumetrcial House,
35 Queen's Road Central,
Hong Kong.




THE COMPANIES ORDINANCE (CHAPTER 32)

Private Company Limited by Shares

ARTICLES OF ASSOCIATION

OF

TARGET LINK LIMITED
W I SPA

The regulations contained in Table “A” in the First Schedule to the Companies Ordinance (Chapter 32) shall apply
to the Company save in so far as they are hereby expressly excluded or modified. In case of conflict between the
provisions of Table "A" and these presents, the provisions herein contained shall prevail.

The Company is a private company and accordingly:-

(a) the right to transfer shares is restricted in manner hereinafter prescribed;

(b) the number of members of the company (exclusive of persons who are in the employment of the company and
of persons who having been formerly in the employment of the company were while in such employment and
have continued after the determination of such employment to be members of the company) is limited to fifty.

Provided that where two or more persons hold one or more shares in the company jointly they shall for the
purpose of this regulation be treated as a single member;

(c) any invitation to the public to subscribe for any shares or debentures of the company is prohibited;

(d) the company shall not have power to issue share warrants to bearer.
Transfer of Shares

The Directors may decline to register any transfer of shares to any person without giving any reason therefor. The
Directors may suspend the registration of transfers during the twenty-one days immediately preceding the Ordmary
General Meeting in each year. The Directors may decline to register any insttument of transfer, unless

(a) a fee not exceeding two dollars is paid to the Company in respect thereof, and

(b) the instrument of transfer 1s accompanied by the Certificate or the shares to which it relates, and such other
evidence as the Directors may reasonably require to show the right of the transferor to make the transfer.

o~
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Redemption or Purchase of Own Shares
Subject to the Ordinance, the Company may by special resolution redeem or purchase it own shares out of its capital.
Chairman of Directors

The Directors may elect a chairman of their meetings, and determine the period for which he is to hold office, and
unless otherwise determined the chairman shall be elected annually. If no chairman is elected, or if at any meeting
the chairman is not present within half an hour of the time appointed for holding the same, the Directors present shall
choose someone of their number to be the chairman of such meeting.

Unless and until the Company in General Meeting shall otherwise determine, the number of Directors shall not be less

than two. The first Directors of the Company shall be nominated in writing by the subscribers to the Memorandum
of Association.

A Director who is about to go away from or is absent from Hong Kong may with the approval of the majority of the
other Directors nominate any person to be his substitute and such substitute whilst he holds office as such shall be
entitled to notice of Meetings of the Directors and to attend and vote thereat accordingly and he shall ipso facto vacate
office if and when the appointor returns to Hong Kong or vacate office as a Director or removes the substitute from
office and any appointment and removal under this Article shall be effected by notice in writing under the hand of or
by cable from the Directors making the same. A Director may appoint (Subject as above provided) one of the other
Director to be his substitute who shall thereupon be entitled to exercise (in addition to his own right of voting as a
Director) such appointor's rights at Meetings of the Directors.

At the Ordinary General Meeting to be held next after the adoption of these Articles and at every succeeding Ordinary

General Meeting all Directors, except Permanent Directors if any are appointed, shall retire from office and shall be
eligible for re-election. :

A Director shall not require any qualification shares.

The office of a Director shall be vacated if the Director:-

(a) resigns his office by notice in writing to the Company; or

(b) becomes bankrupt or makes any arrangement or composition with his creditors generally; or

(¢) becomes of unsound mind.

(a) No Director shall be disqualified from his office by contracting with the Company, nor shall any such contract
or any contract entered into by or on behalf of the Company in which any Director shall be in any way interested be
avoided, nor shall any Director so contracting or being so interested be liable to account to the Company for any profit
realised by any such contract by reason only of such Director holding that office, or of the fiduciary relations thereby
established but it is declared that the nature of his interest must be disclosed by him at the meeting of the Directors
at which the contract is determined on if his interest then exists, or, in any other case, at the first meeting of the

Directors after the acquisition of his interest. A Director may vote in respect of any contract or arrangement in which
he is interested.

(b) A Director of the Company may be or become a Director of any company promoted by this Company ot in which
it may e interested as a vindor, shareholder:-r otherwise and  : such Director i1 "l be accountabletxr any benefits
received as a Director or shareholder of such company.

The Directors may meet together for the dispatch of business, adjourn and otherwise regulate their Meetings as they

think fit and determine the quorum necessary for the transaction of business. Until otherwise determined, two
Directors shall constitute a quorum.
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Any casual vacancy occurring in the Board of Directors may be filled up by the Directors, but the person so chosen

shall be subject to retirement at the same time as if he had become a Director on the day on which the Director in
whose place he is appointed was last elected a Director.

Subject to the provisions of Article 6 hereof, the Directors shall have power at any time, and from time to time_, to
appoint a person as an additional Director who shall retire from office at the next following Ordinary General Meeting,
but shall be eligible for election by the Company at that meeting as an additional Director.

The Company may by special resolution remove any Director and may by an ordinary resolution appoint another
person in his stead. The person so appointed shall be subject to retirement at the same time as if he had become a
Director on the day on which the Director in whose place he is appointed was last elected a Director.

Any Resolution of the Board of Directors in writing signed by the majority of the Directors, in whatever part of the
world they may be, shall be valid and binding as a resolution of the Directors provided that, notice shall have been
given to all the Directors of the Company capable of being communicated with conveniently according to the last
notification of address by each such Director given to the Registered Office of the Company.

Where any notice is required either by these Articles, by Table A", by the Ordinance or otherwise, to be given to any
Director or to any Member of the Company, such shall be valid if given by cable and where any consent, agreem_ent,
signature, notice by or authority from any Director or Member of the Company such shall be good and valid if given

by cable in spite of the fact that neither the cable nor the document by which the cable is sent bears a written signature.
This clause shall not apply to Special Resolutions.

Powers of Directors -

The Directors, in addition to the powers and authorities by these Articles or otherwise expressly conferred upon them,
may exercise all such powers and do all such acts and things as may be exercised or done by the Company in General
Meeting subject nevertheless to the provisions of the Companies ordinance (Chapter 32), to these Articles, and to any
regulations from time to time made by the Company in General Meetings, provided that no such regulation so made
shall invalidate any prior act of the Directors which would have been valid if such regulations had not been made.

Without prejudice to the general powers conferred by the proceeding Article and the other powers conferred by these
Articles, it is hereby expressly declared that the Directors shall have the following powers that is to say, power:——‘

(2} To pay the costs, charges and expenses preliminary and incidental to the promotion, formation, establishment and
registration of the Company.

(b) To purchase or otherwise acquire for the Company or sell or otherwise dispose of any property, rights or

privileges which the Company is authorised to acquire at such price and generally on such terms and conditions
as they shall think fit.

{¢) To engage, suspend or dismiss the employees of the Company, and to fix and vary their salaries or emoluments.

(d) To institute, conduct, defend, compromise or abandon any legal proceedings by or against the Company or its
officers, or otherwise concerning the affairs of the Company, and also to compound and allow time for payment
or satisfaction of any debts due and of any claims or demands by or against the Company.

(e} To refer any claims of demands by or against the Company to arbitration and observe and perform the awards.

() To maZe and give receizss, releases and ofesr discharges fosrmoneys payable t-c the Company, ap " _for claims
and demands of the Cormpany.

(g) To invest, lend or otherwise deal with any of the moneys or property of the Company in such manner as they

think fit having regard to the Company’s Memorandum of Association and from time to time to vary or realise
any such investment.
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(o)
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To borrow money on behalf of the Company, and to pledge, mortgage or hypothecate any of the property of
the Company.

To open a current account with themselves for the Company and to advance any money to the Company with
or without interest and upon such terms and conditions as they shall think fit.

To enter into all such negotiations and contracts and rescind and vary all such contracts and execute and do all
such acts, deeds and things in the name and on behalf of the Company as they may consider expedient for, or
in relation to, any of the matters aforesaid, or otherwise for the purposes of the Company.

To give to any Director, officer or other person employed by the Company a commission on the profits of any
particular business or transaction, and such commission shall be treated as part of the working expenses of the
Company, and to pay commissions and make allowances (either by way of a share in the general profits of the

Company or otherwise) to any person introducing business to the Company or otherwise pfomoting or serving
the interest thereof.

To sell, improve, manage, exchange, lease, let, mortgage or turn to account all or any part of the land, property,
rights and privileges of the Company. '

To employ ,invest or otherwise deal with any Reserve Fund or Reserve Funds in such manner and for such
purposes as the Directors may think fit.

To execute, in the name and on behalf of the Company, in favour of any Director or other person who may incur
or be about to incur any personal liability for the benefit of the Company, such mortgages of the Company’s

property (present or future) as they think fit, and any such mortgage-may contain a power of sale and such other
powers, convenants and provision as shall be agreed upon.

From time to time to provide for the management of the affairs of the Company abroad in such manner as they
think fit, and in particular to appoint any persons to be the attorneys or agents of the Company with such powers
(including power to sub-delegate) and upon such terms as they think fit.

From time to time to make, vary or repeal rules and by-laws for the regulation of the business of the Company,
its officers and servants.

To delegate any or all of the powers herein to any Director or other person or persons as the Directors may at
any time think fit. :

Clause 81 of Table "A" shall not apply.

Cheques etc.

All cheques, promissory notes, drafts, bills of exchange, and other negotiable instruments, shall be made, signed,

drawn, accepted and endorsed, or otherwise executed by the Chairman of the Board or by the person or persons from
time to time authorised by a resolution of the Directors.

{a)

(b)

The Seal
The Seal of the Company shall be kept by the Board of Directors and shall not be used except with their

authority.

Every document required to be sealed with the Seal of the Company shall be deemed to be properly executed

A0
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if sealed with the Seal of the Company and signed by the Chairman of the Board, or such person or persons as
the Board may from time to time authorise for such purpose.

General Meetings

A General Meeting shall be held once in every year at such time (not being more than fifteen months after the holding
of the last preceding General Meeting) and place as may be prescribed by the Company in General Meeting and if no
other time or place is prescribed a General Meeting shall be held at such time and place as the Directors may from
time to time determine. General Meetings held under this Article shall be called Annual General Meetings. General
Meeting other than the Annual Meeting shall be called Extraordinary General Meetings. Provided that so long as the
Company holds its First Annual General Meeting Within 18 months of its incorporation, it need not hold it in the year
of its incorporation or in the following year. ‘ ;

(a) The quorum for the transaction of business at any General Meeting shall be two members present in person or
by proxy.

(b) Meetings may be held in Hong Kong or at such other place or places in the world as the majority of the
shareholders in value shall from time to time by resolution determine.

{c) A resolution in writing signed by All of the shareholders and annexed or attached to the General Meetings Minute
Book shall be as valid and effective as a resolution passed at 2 meeting duly convened. The signature of any

shareholder may be given by his Attorney or Proxy. Any such resolution may be contained in one document
or separate copies prepared and/or circulated for the purpose and signed by one or more sharcholders

Votes of Members

All voting of members in respect of any matter or matters shail be by poll and every member present in person or by
proxy shall have one vote for each share of which he is the holder.

Divisions of Profits

The net profits of the Company in each year shall be applied in or towards the formation of such reserve fund or funds

and in or towards the payment of such dividends and bonuses as the Directors subject to the approval of the Company
in General Meeting may direct.

No dividend shall be payable except out of the profits of the Company, and no dividend shall carry interest as against
the Company.
A transfer of shares shall not pass the right to any dividend declared thereon before the registration of the transfer.

If two or more persons are registered as joint holders of any share, any one of such persons may give effectual receipts
for any dividends or for other moneys payable in respect of such share.

The Direc: s may retain any Hividends payableon shares on whic. the Company ha-a lien, and may agely the same
in or towards satisfaction of the debts, liabilities or engagements in respect of which the lien exists.

All dividends unclaimed for one year after having been declared may be invested or otherwise made use of by the
Directors for benefit of the Company until claimed.

7./_
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Secretary

32 The Directors may from ‘time to time by resolution appoint or remove a Secretary. " In the event that the secretary
appointed is a corporation or other body, it may act and sign by the hand of any one or more of its directors or officers
duly authorised. The first Secretary of the Company shall be Victon Secretary Limited.

Names, Addresses and Descriptions of Subscriber

For and on behalf of
VICTON SECRETARY LIMITED
CHU YIU KWONG— Director
Room 502-3, Commercial House,
35 Queen's Road Central,
Hong Kong.

Corporation

For and on behalf of
VICTON MANAGEMENT LIMITED
CHU YIU KWONG— Director
Room 502-3 Commercial House,
35 Queen's Road Central,
Hong Kong.

Corporation

Dated the 28th day of February, 1997.
WITNESS to the above signatures

VICONIA CHAN
Companyy<ecretary
Rm. 502-3 Commercial House,
35 Queen's Road Central,
Hong Kong.
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TARGET LINK LIMITED Page 1

DIRECTORS' REPORT ; 14
; Appendix 14

The directors have pleasure in presenting their report together with the audited financial statements of the
compary for the period from 19th March 1997 (date of incorporation) to 31st December 1997.

FINANCIAL STATEMENTS
The results for the period are sst ot in the profit and loss account on page 4.

~The state of affairs of the compeny at 315t December 1997 is set out in the balance sheet oa gage 5.

PRINCIPAY, ACTIVITIES
The company commenced business on 3rd May 1997 and its principal activity is property investment.

There have been no significant changes in the nature of these activities during the period.

DIVIDENDS ' )
No dividends were paid during the period and no recommendation is made as to dividends.

FIXED ASSETS
Movements in fixed assets during the period are set out in note 6 to the financial statements,

ISSUE OF SHARES AND DEBENTURES
During the financial period the following share issues were made by the company:

Class ~ Number -+ ‘Terms and purpose of issue
Ordinary shares~ - -~~~ 98 - nied 2 bkl e

DIRECTORS ' '
The directors during the period and up to the date of this repoit were;

Mr. TO Kun Sun, James (appointed on 2nd May 1997)

In accordance with the company’s Articles of Association, all directors retire at the forthcoming Annual General
Mesting and, being eligible, offer themselves for re-election.

MANAGEMENT CONTRACTS ‘ _ . i
No contracts concerning the management and administration of the whole or any substantial part of the business
of the company were entered into or existed during the period.

DIRECTORS' INTERESTS IN CONTRACTS _
No contracts of significance, to which the company, its fellow subsidiaries or its holding company was a party
and in which a director of the company had a material interest, subsisted at the end of the peried or at any time
during the priod.

DIRECTORS' BENEFITS FROM RIGETS TO ACQUIRE SHARES OR DEBENTURES

At no time during the period was the company, its fellow subsidiaries or its holding company a party to any
arrangements to enable the directors of the company to acquire benefits by means of acquisition of shares in or
debentures of the compauy or any other body corporate.
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TARGET LINK LIMITED ) Page2
" DIRECTORS' REPORT (cont'd)

AUDITORS |
The auditors, Messts. Po & Yick, Certified Public Accoun tire i i .
e et tants, retire and, being eligible, offer themselves for

' aneﬁalfofthc board

5, 150CT 1998
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