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Hong Kong banks branching out
While banks in the US and Europe are cutting
branches, believing the internet and mobile
banking will one day replace the human cashier,
Hong Kong lenders are expanding their branch
networks. Figures show the number of branches
at the end of last year was 1,293, up from 1,220 in
2006 but down from 1,405 in 2001. Full report B1

City

John Hung loses bid to bar judges
John Hung has lost a bid to stop
judges who are members of the
Hong Kong Jockey Club from
hearing his appeal against a bribery

conviction. Hung, a former Jockey Club voting
member, was jailed for taking a bribe to help
along a membership application. Full report C2

National

Universities urged to tackle graft
The Communist Party’s anti-corruption
watchdog calls on universities and colleges to
step up efforts to fight corruption in the
education sector. Financial corruption, including
shady deals in infrastructure projects or illicit
trading of degrees, has tarnished the image of
many mainland universities. Full report A4
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Beijing is considering setting out the
path to universal suffrage, including
reform for the 2016 Legco election –
but only if the Hong Kong govern-
ment’s proposal for the 2012 election
is passed first.

A moderate pan-democrat, who
has been in touch with mainland offi-
cials over the past year, said they had
been told to raise ideas for a state-
ment on reform in 2016.

Mainland researchers said a state-
ment by Qiao Xiaoyang ,
deputy secretary general of the Na-
tional People’s Congress Standing
Committee, last month on Hong
Kong’s political reform was a re-
hearsal for further statements, the
moderate democrat said. 

“We are told top mainland offi-
cials are likely to make a statement on

electoral reform beyond 2012 after
the package for the 2012 elections is
passed by Legco.”

A core member of the Alliance for
Universal Suffrage, which comprises
13 moderate pan-democratic groups,
said they had received a similar mes-
sage in the past two months. 

Both Beijing and moderate pan-
democrats are eager to reach a con-
sensus on the package for the 2012
election. Another rejection would
raise doubts about the effectiveness
of the central government’s policies
towards Hong Kong, while pan-dem-
ocrats could face pressure from those
in Hong Kong who want to see pro-
gress in the electoral system. 

Moderate pan-democrats are
hoping that if Beijing refuses to give

assurances for “genu-
ine” universal suffrage
for 2017 and 2020,
more concrete pro-
gress can be seen be-

fore 2020, such as an increase in the
proportion of directly elected seats in
Legco in 2016. Hours after the Hong
Kong government unveiled its pro-
posal for political reform in 2012 on
April 14, Qiao made a statement in an
attempt to clear doubts about the
path to universal suffrage.

Chan Kin-man, a sociologist at
Chinese University, called on the
central government to issue a state-
ment promising that the election of
the chief executive in 2017 and Legco
in 2020 would conform to the princi-
ple of universal and equal suffrage,
and that the nomination method for
the chief executive election in 2012
must ensure a contested poll. 

Chan, a core member of the alli-
ance, said Beijing should also declare
publicly that electoral methods for
existing functional constituencies
did not conform to the principle of
universal and equal suffrage, a posi-
tion that has been stated by the Hong
Kong government. 

He believed a pledge by Beijing to
increase the proportion of directly
elected seats in Legco in 2016 would
not be enough to secure the alliance’s
support for the 2012 proposals. Bei-
jing could close the gap by giving de-
tails of 2016 reforms, such as raising
the proportion of directly elected
seats in Legco to two-thirds. “But a di-
lemma exists because the pan-dem-
ocrats would be reluctant to take the
political risk to back the proposal for
the 2012 elections before Beijing
makes a statement on the electoral
arrangements beyond 2016,” he said. 

Mainland officials have been con-
tacting moderate pan-democratic
groups since early this year. 

These groups, including the Dem-
ocratic Party, say they will support
electoral proposals for 2012 if the ad-
ministration endorses principles to
guarantee genuine universal suf-
frage. These include scrapping func-
tional constituencies by 2020.

For 2012, the government is pro-
posing to expand by half, to 1,200
members, the Election Committee
that picks the chief executive, and to
create 10 more Legco seats. 

Progress possible ‘if
2012 blueprint passed’ 

Beijing
hints at
way ahead
on reform
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Gary Cheung 

Pan-democrats
would be reluctant to
back the proposal for
the 2012 elections
before Beijing makes
a statement on
arrangements
beyond 2016
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
A moderate pan-democrat

48pc back
reform

A2

A privately owned Chinese company
is poised to take control of two of the
world’s biggest deposits of a key 
metal. Sichuan Hanlong, little-
known outside the mainland, is
building up its reserves of molybde-
num, which is used for hardening
steel, in nuclear power plants and for
missile and aircraft parts.

Hanlong last week completed the
acquisition of Australia’s Moly Mines
via a US$200 million debt and equity
deal that gives the Chinese company
a 55 per cent stake. This follows an
agreement Hanlong made in early
March to subscribe for a 25 per cent
stake in United States-based General
Moly as a prelude to becoming the

controlling shareholder. Part of that
deal will see Hanlong provide a bank
loan guarantee to General Moly for
US$665 million. 

Hanlong also plans to invest US$5
billion in other Australian resources
companies to become a “fourth
force” in the iron ore sector compet-
ing with BHP Billiton, Rio Tinto and
Fortescue Metals Group. 

The company says it has financ-
ing in place from the China Develop-
ment Bank and the Export-Import
Bank of China. 

Hanlong’s funds will also be used
to finance the start-up of Moly Mines’
Spinifex Ridge iron ore project in the
Pilbara region of Western Australia. 

“Hanlong has said they want to

Sichuan firm buying
deposits of key metal
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Howard Winn

• CONTINUED ON A4

Hong Kong may be doing all it can to
avoid accusations of being a tax ha-
ven but, judging by the United States’
pursuit of clients of Swiss banking
giant UBS, it is a popular site for off-
shore tax evasion schemes. 

Hong Kong shell companies or
bank accounts were involved in more
than half the tax evasion cases
against American UBS clients made
public so far. Of the 16 cases publi-
cised by prosecutors since the US be-
gan investigating UBS, nine have in-
volved Hong Kong entities. 

Panama, Singapore, the Cayman
Islands, the British Virgin Islands,
Mexico and Liechtenstein have also
been implicated, but Hong Kong
entities were by far the most fre-
quently used. 

New York toymaker Jeffrey Cher-
nick, California businessman John
McCarthy, New Jersey building sup-
plies seller Juergen Homann, retired
Boeing sales manager Roberto Citta-
dini, and watchmakers Jack Barouh
and Jules Robbins all transferred as-
sets to Swiss UBS accounts in the
name of Hong Kong shell companies.
All six pleaded guilty to felony
charges, among the 11 UBS clients
who have pleaded guilty so far. 

On April 15, American officials un-
sealed charges against five more UBS
clients, including three – Sybil Nancy
Upham, Ernest Vogliano and Shmuel
Sternfeld – who prosecutors say hid
money in Swiss UBS accounts tied to
“sham” Hong Kong companies. 

In February last year, UBS agreed
to pay US$780 million to settle
charges of helping American clients
dodge taxes. It also agreed to supply
US prosecutors with detailed ac-
count information of nearly 4,450
UBS clients, though the handover of
that information has been held up in
litigation in Switzerland. 

In the 15 months since the UBS

settlement, US authorities have been
avidly pursuing offshore tax evasion.
And as cases have been publicised
and Hong Kong’s involvement has
gained more prominence, many ob-
servers have suggested that the city it-
self has become a target of investiga-
tion. “What happened in Switzerland
is a taste of things to come, and I be-
lieve that the next focus of US law en-
forcement interest is going to be in
Asia,” said US tax lawyer Scott Michel
at a University of Hong Kong forum
earlier this year. 

Those predictions proved right, as
Hong Kong’s frequent appearances
in the UBS cases prompted a visit last
week by US prosecutors, who met US
consular officials and local financial

institutions, said Kevin Downing, a
US government lawyer prosecuting
the UBS cases. 

“We found out that UBS bankers
and Swiss lawyers were recommend-
ing to the US clients to open up Hong
Kong corporations and Hong Kong
bank accounts as almost a second
curtain of secrecy to conceal the ac-
counts and offshore assets from the
Internal Revenue Service,” Downing
said at a University of Hong Kong
forum on Friday. 

While Hong Kong has strict laws
against money laundering and ter-
rorist financing, it is both cheap and
easy to form a corporation in the city

UBS case puts
HK in US tax
dodge spotlight
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Irene Jay Liu

UBS bankers and
Swiss lawyers were
recommending to the
US clients to open up
HK corporations 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Kevin Downing, a US government
lawyer prosecuting the UBS cases
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Dropping in. North Korean leader Kim Jong-il leaves a hotel in Dalian 
yesterday. Kim is in China to seek financial aid to shore up his country’s
economy and to reduce tensions over failed nuclear talks. Photo: AP Kim’s play A12



The Broadcasting Authority is inves-
tigating if Commercial Radio has
breached the rules on political adver-
tising, but it would be premature to
say the rules should be reviewed, a
top government official said. 

Secretary for Commerce and Eco-
nomic Development Rita Lau Ng
Wai-lan made the comment after the
Democratic Alliance for the Better-
ment and Progress of Hong Kong
paid a controversial HK$500,000
sponsorship fee to Commercial Ra-
dio for a programme it co-hosts. 

Democratic Party lawmaker Emi-
ly Lau Wai-hing spent HK$38,000 to
place an advertisement with the
same private radio station calling on
the public to attend a march in sup-
port of universal suffrage.

Questions have been raised as to
whether their actions violated the
Broadcasting Authority’s Radio Code

of Practice on Advertising Standards,
which says no advertisement of a
political nature shall be broadcast
except with prior approval of the au-
thority. No such approval was sought
by Commercial Radio for the DAB’s
sponsorship or Lau’s advert. 

“[A review of the regulation of
political ads] should be made after
public discussion. It’s too early to talk
about it at this stage,” Rita Lau said. 

The authority had received 20
complaints by yesterday about the
DAB’s sponsorship for Night Rider 18,
which is airing for 18 weeks from 2am
to 6am. A second-tier member of the
party will co-host each episode, inter-
viewing youngsters and taking calls. 

Twelve complaints were filed
about Emily Lau’s advert.

The authority would examine the
complaints and pass them to its
Complaints Committee, Rita Lau
said. It would then request Commer-
cial Radio to submit its input. 

The Legislative Council’s panel on
information technology and broad-
casting will meet on May 13 to discuss
whether a grey area for the place-
ment of political ads exists that the
current code fails to regulate.

Panel member Cheung Man-
kwong disagreed it was premature to
talk about regulation of political ads.

“Commercial Radio should stop
the sponsored programme immedi-
ately, and the government should re-
view the restrictions now.”

Meanwhile, the Trade Develop-
ment Council said yesterday it had
not interfered with production when
it sponsored a segment on Commer-
cial Radio to promote a trade fair in
Fuzhou . It said the content of
the segment and all interviews were
done by the radio station, which
broadcast it in its talk show On a Clear
Day. The station has been criticised
for failing to make it clear the seg-
ment was sponsored by the council.

RTHK staff celebrate at Television House yesterday the 78 international and local awards the broadcaster won in 2009-10. Photo: Oliver Tsang

Radio station investigated amid
claims of political advertising
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Amy Nip It’s too early to talk

about [reviewing the
regulation of political
advertisements on
radio] at this stage
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Rita Lau Ng Wai-lan, secretary for
commerce and economic
development
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The Urban Renewal Authority has
gone further than the government in
seeking to rein in developers’ flat-
selling tricks on its projects.

The authority’s new rules set lim-
its on the number of flats that individ-
uals or company buyers can buy, ban
priority sales, and require developers
to declare sales to senior managers
and their connections, as well as
board members.

The announcement yesterday
followed last week’s passage of a mo-
tion by lawmakers urging the govern-
ment to turn its recently announced
sales guidelines into legally binding
regulations.

It is also seen as a response to crit-
icism the authority allowed its co-de-
veloper, New World Development, to
sell at least seven of the first 30 flats at
The Masterpiece in Tsim Sha Tsui to
relatives of company chiefs.

The eight measures will be ap-
plied to forthcoming renewal
projects when they are ready for sale. 

Apart from limiting each buyer to
two flats in the entire sales period, the
measures also limit the number of
flats sold to company purchasers to
10 per cent to give more opportuni-
ties to genuine buyers.

Currently, about 10 per cent of
buyers purchase more than two flats
in the authority’s projects. More than
50 per cent of flats in The Masterpiece
were sold to companies compared to
about 20 per cent in other projects. 

Banning priority and internal
sales – a way of allowing favoured
parties first pick as well as testing the
market – the authority also says no
flat should be reserved before sales
officially start. Property agents are
not allowed to buy flats if they are in-
volved in marketing the project.

While the Transport and Housing
Bureau’s new guidelines only require
developers to declare their board
members’ transactions, the authority
extends this to cover senior manage-
ment and “connected persons”. 

The definition of “connected per-
sons” will be the same as those spec-
ified by the listing rules of the Hong
Kong Stock Exchange main board,
which strictly covers developers’
families and their subsidiary firms.

Developers should also disclose
the transactions on websites and
sales offices within 24 hours, al-
though the government only re-
quires the disclosure within five days. 

“We will follow the government’s

rules. But on top of that, we will do
more to enhance the sales transpar-
ency so that buyers will obtain useful
information to make an informed
decision,” authority chairman Barry
Cheung Chun-yuen said. “We are a
publicly funded statutory body.”

Cheung said developers violating
the rules would be barred from ten-
dering for the authority’s projects for
six to 12 months, and that would be
extended if no project was put up for
tender in the following year.

The new rules will be applied to
forthcoming sales, including a
Queen’s Road East project developed
by Nan Fung Group and Lime Star-
dom in Tai Kok Tsui developed by
Sun Hung Kai Properties. 

Donald Choi Wun-hing, manag-
ing director of Nan Fung Group, said
the firm was worried about the limit
on company purchasers. “If the
project only sells 50 flats, then only
five flats can be sold to company pur-
chasers. Will it lead to speculation
among company purchasers?” he
said. “We also have to consider how
to execute the rules.”

Choi said no company purchasers
speculated on flats as some bought
them for staff accommodation or for
rental income. 

Sun Hung Kai Real Estate Agency
senior sales and marketing manager
Tam Sik-cham said the company
would adopt the rules in principle. 

A spokesman for the Hong Kong
Institute of Surveyors, Lawrence
Poon Wing-cheung, welcomed more
stringent rules but said declaration of
transactions should be extended to
all staff of developers. He also urged
the MTR Corporation to follow suit as
its flats co-developed with develop-
ers made up a larger market share
than the authority’s, which account
for less than one-tenth of the market. 

Authority limits buyers to two flats

URA issues new
rules to rein in
property firms

Urban Renewal Authority’s tightened
measures for flat sales:
● No internal sale/priority sale is
allowed
● Flats selected for the first batch
sale should be agreed by URA
● Property agents marketing the
renewal projects are not allowed to
buy flats in those projects 
● First batch of flats should not be
sold to company purchasers
● Flats sold to company purchasers
should not exceed 10 per cent of total
flats 
● Same buyer should not buy more
than two flats 
● Transactions of board members
and senior executives of developers
and connected people should be
declared
● All sold units, price lists and
transaction records should be
disclosed at developers’ websites and
sales offices within 24 hours

Level the playing fields
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Olga Wong

without ever having to set foot in it.
There are hundreds of company reg-
istration firms that will take care of all
the paperwork, file the annual re-
ports, even provide a secretary, office
address and mail-forwarding service,
for about HK$5,000. 

If a person doesn’t want his or her
name on the paperwork, some firms
will even provide local people to
serve as nominees and officers in the
company. Hong Kong allows other
companies to be shareholders, fur-
ther protecting owners’ identities.

As of March, there were 791,347
companies registered in Hong Kong,
according to the Companies Regis-
try. In March alone, 13,297 new com-
panies were incorporated. 

The convenience and low cost of
forming corporations from afar puts
the city at risk for illicit activities, ac-
cording to the Financial Action Task
Force, an intergovernmental agency
that monitors countries’ efforts to
combat money laundering and ter-
rorist financing.

“The availability of corporate ser-
vices and the relative ease with which
shell companies can be purchased
contribute to the risk of Hong Kong
being used for structuring of the pro-
ceeds of financial crime, corruption,
tax evasion and smuggling,” accord-
ing to the taskforce’s 2008 report.

Downing suggested the city’s rep-
utation as a sophisticated financial
centre had contributed to its attrac-
tion for offshore tax evasion schemes. 

“It may be that it’s a very reliable
international financial hub, that it
has a very developed, sophisticated
group of people that can get these
companies together, that can open
up the accounts,” he said. “There’s a
certain amount of trust and confi-
dence when you come to Hong Kong
and do business, as it was in Switzer-
land.” 

Downing said that for a long time,
many companies were opened in the
Caribbean, leading US officials to
crack down on those jurisdictions
earlier in the decade. “In the course of
investigation against UBS, we found
out a lot of the Caribbean money
made its way into Switzerland, made
its way into Hong Kong. So we’ve just
been in Switzerland and we’re deal-
ing with that issue.”

And now they have come to Hong
Kong. “We’re here to talk with, and
we’re hoping to get co-operation
from, the financial institutions that
have a similar situation that UBS had
with respect to dealing with US
clients,” he said. 

A Financial Services and Treasury

Bureau spokeswoman said Hong
Kong should not be compared with
tax havens. “We have stringent and
effective anti-tax avoidance legisla-
tion and we never provide any special
tax concession for the sake of attract-
ing foreign capital. We also do not
have laws protecting bank secrecy.” 

The notion that the US enforce-
ment efforts against UBS may make
its way to Hong Kong has raised con-
cern among lawmakers. When the
Legislative Council passed legislation
that would permit the government to

collect tax information on behalf of
another country or tax jurisdiction,
lawmakers emphasised that the data
collection efforts could not be “fish-
ing expeditions,” and should be pro-
vided on a case-by-case basis. 

“The approach taken by the US
investigators with regard to the UBS
case, from what I read from the news-
papers, appears to be a kind of fishing
expedition,” accountancy sector leg-
islator Paul Chan Mo-po said. 

At present, Hong Kong cannot
hand over tax information to the US
in civil tax matters, because there is
no information-sharing pact be-
tween the two governments. Howev-
er, each jurisdiction can provide as-
sistance on criminal investigations,
including felony tax investigations. 

Regardless, financial institutions
in Hong Kong will soon be handing
over information about their Ameri-
can clients to US authorities. Earlier
this year, US President Barack Oba-
ma signed legislation that requires
foreign financial institutions, foreign
trusts and foreign corporations to
provide information about their US
clients. 

If they don’t, these companies
face a 30 per cent levy on their in-
come from US financial assets. 

Meanwhile, government officials
are working to counter criticism that
Hong Kong is a tax haven. Over the
past few months, they have moved
swiftly to pass the necessary legisla-
tion and sign double-taxation trea-
ties to comply with international tax
transparency standards. 

Chan has introduced a motion to
create a specialised tax policy unit to
lead the government’s strategy on lo-
cal and international tax policy. 

“Knowing that there is growing
international co-operation in regard
to tax enforcement, instead of pas-
sively reacting to requests, this tax
policy unit could monitor the situa-
tion and develop policy,” he said.

UBS case puts HK under US
spotlight on offshore tax dodges
• CONTINUED FROM A1

Punitive payment
UBS has agreed to
provide the US with
detailed data on clients
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
The amount, in US dollars, UBS agreed
to pay to settle charges of helping
American clients dodge taxes

$780m
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Acting housing minister Yau Shing-mu
said yesterday it was debatable
whether to resume the Home
Ownership Scheme because of soaring
home prices, as the sale of subsidised
flats did not always help curb prices. 

“HOS flats themselves do not
necessarily, or very often do not, have
the impact of suppressing flat [prices].
Therefore it’s debatable if we should
[rebuild HOS flats] when flat prices
soar,” Yau said at the Legislative
Council’s housing panel meeting. 

Yau faced a group of lawmakers and
deputations, the majority of whom

urged the government to resume
building and selling HOS flats. 

Of the 22 deputations attending
yesterday’s meeting or submitting their
views, 16 were in favour of resuming the
scheme. Five were against it, while one
person did not make his stance clear. 

Those in favour of rebuilding HOS
flats said many Hongkongers whose
income exceeded the limit for applying
for public rental flats were not rich
enough to rent or buy a private
property. HOS flats would give them a
chance to own a home, as well as allow
some tenants of public estates to

upgrade their housing by buying one. A
few speakers argued the government
should not intervene in the market. 

“Society has a clear consensus
about relaunching the HOS, and the
government should build a suitable
amount of HOS flats,” legislator Ronny
Tong Ka-wah said. He was echoed by
some other lawmakers. 

But Yau said the public had voiced
different opinions. Home ownership
should be a matter of personal choice
and affordability, he said. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Paggie Leung

Doubt cast on HOS effect on prices 
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