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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 20041 (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. 
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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 
- whether he had control of TLL or had more than 50% shareholding 

in it.2 
 
 
 
 
 
                                                 
 
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. 
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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 TO’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 LegCo 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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The Committee’s consideration on how to proceed with Hon James TO’s 
case 

 
10. 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; 
(ii) 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. 

 
11. 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. 

 
12. 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 
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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. 

 
13. 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 
 
14. 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. 

 
15. 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: 

 



 
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 
 

 

 -  7  -

Table 1 
 

Chronology of events which relate to Hon James TO’s 
late registration of his shareholding interests in TLL 

 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 
was signed could not be 
confirmed but Hon James TO 
told the Committee on 10 
December 2004 that the date 
should immediately follow 2 
May 1997) 
 

Hon James TO signed a trust document to declare that 
he held one TLL share on behalf of the DP. 
(A copy of the undated trust document is in 
Appendix   8) 
 

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 
July 2001 

Hon James TO claimed reimbursements from the 
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, 
7 February 2001, 
15 March 2002,  
17 February 2003, 
3 February 2004 and 
7 September 2004 

The interests registered by Hon James TO with the 
YTMDC Secretariat on 27 March 2000, 
7 February 2001, 15 March 2002 and 3 February 2004 
included his shareholding interests in TLL.  Those 
registered on 17 February 2003 did not include such 
interest but Hon James TO registered such interest out 
of time on 7 September 2004.  
 

10 January 2001 to December 
2003 and January 2000 to 
March 2004 respectively 

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 
28 January 2005 

On 24 January 2005, Hon James TO submitted a copy 
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. 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. 

 
17. 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 

 
17.1 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 
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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 

 
17.2 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. 

 
17.3 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. 

 
17.4 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 
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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 19973.  However, he was already 

                                                 
 
3  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 
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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. 
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17.12 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. 

 
17.13 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. 

 
17.14 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. 

 
17.15 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. 

 
17.16 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. 
 
 



 
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 
 

 

 -  14  -

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

 
17.17 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. 

 
17.18 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. 

 
17.19 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 

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

 
17.21 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 19984 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). 

 
17.22 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. 

 
17.23 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. 

 
17.24 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 

                                                 
 
4  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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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. 

 
17.25 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. 

 
17.26 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. 

 
17.27 Hon James TO told the Committee that he and the DP had not decided5 

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.  

 
17.28 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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Hon James TO’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 

 
17.29 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. 

 
17.30 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 

 Date 
Hon James TO
(for renting the 

sitting room)

A Member of 
YTMDC 

(for renting 
one room) 

Another 
Member of 
YTMDC 

(for renting 
another room)

The total amount 
of claims made by 

the persons 
concerned 

1 

From June 1998 
to December 

1999 
(19 months in 

total) 

A monthly claim 
of $6 ,800 

 
— — 

A monthly claim 
of $6,800 
(Claims of 

$129,200 in total)

2 

From January 
2000 to May 

2001 
(17 months in 

total) 

A monthly 
claim of $6,800

A monthly 
claim of $3 ,500

A monthly 
claim of $3,500 

A monthly 
claim of $13,800

(Claims of 
$234,600 in total)

3 June 2001 A claim of 
$5,600 

A claim of 
$3,500 

A claim of 
$3 ,500 

A claim of 
$12,600 

4 July 2001 A claim of 
$6 ,800 

A claim of 
$3,500 

A claim of 
$3 ,500 

A claim of 
$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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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 
 

18. 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 TO’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. 
 
19. 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.   

 
20. 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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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. 

 
22. 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.  

  
(2) 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. 

 
(3) 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 
 
 

The report by Hon James TO 
 
24. 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 
 
25. 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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