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FOCUS ON OSAKA CITY

More than four months after
the U.S. Securities and Exchange
Commission filed suit against five
audit firms in pursuit of alleged
fraud at Chinese companies listed
on American exchanges, the regulator has precious little to show
for its efforts. Considering earlier
charges filed by the SEC against
one of the auditors, Deloitte, for
the same reasons back in 2011, the
results are even more dismal.
This isn’t for lack of trying.
Rather, the SEC is focusing on the
wrong target.
The SEC’s legal actions stem
from a string of accounting scandals at Chinese companies listed
on the NYSE and NASDAQ markets—scandals alarmingly echoed
with Chinese listings in Canada,
Hong Kong, and Europe as well.
The typical pattern is that a shortselling investor produces a damning research report suggesting
that a listed company has somehow cooked its books. Regulators
and other investors then struggle
to uncover the truth.
To better assess such fraud allegations and ensure regulatory
compliance, the SEC wants to inspect the audits of suspected companies’ operations in China. This
naturally requires access to information about how accounting
firms conducted their audits on

those companies. These records
can shed light on how a company
might have deceived its auditors,
or, conversely, on whether auditors
were sufficiently aggressive in following up on red flags.
So far Washington has been
thwarted. Accountants say that
China’s state secrecy laws bar them
from releasing audit working papers, and they may be right. Beijing has never explicitly approved
such information sharing with
Washington, which might amount
to a ban under China’s regulatory
system. Washington’s inquiries
touch on sovereignty issues about
which Beijing is particularly sensitive.
The key to resolving the impasseis in the SEC taking a different
approach with Chinese authorities.
The U.S. regulator says in its latest
court filing on the matter that
since 2009 it has sent 21 requests
for help on 16 different investigations to its counterpart, the China
Securities Regulatory Commission
(CSRC). American critics say that a
lack of “meaningful assistance”
shows that the Chinese bureaucracy is unwilling to help wronged
American investors get justice.
In reality, the Commission has
been chiefly thwarted by CSRC officials’ lack of clear authority to handle SEC requests. In other words,
Washington has not been dealing
with the people in Beijing who can

definitively say “yes” to the SEC.
Signs indicate that the CSRC has
tried to explain this on several occasions. In September 2011, the SEC
first broke from negotiating with
Chinese officials over access to audit records and started litigation
against Deloitte Shanghai, the Big
Four accounting firm’s’s China affiliate. In subpoena documents it submitted in U.S. District Court, the
SEC said the CSRC already had indicated the Chinese regulator lacked

Rather than continue its
lewsuit against auditors, the
U.S. regulator should lobby
Beijing leaders for greater
cooperation on transparency.
the power to allow Deloitte to hand
over desired documentation. The
court filing recounts how the CSRC
said it needed consent from at least
three other agencies—the Ministry
of Finance, the State Secrets Bureau
and the State Archives Bureau.
The SEC later shelved that litigation against Deloitte and renewed negotiations with the CSRC.
Then, in November of last year,
the Chinese regulator told its
American counterparts that to satisfy the SEC’s desire for unfettered
access and use of Chinese audit

work papers, the CSRC would still
have to consult with other Chinese
government authorities—a process
requiring an indeterminate amount
of time. And so the SEC decided to
relaunch its case against Deloitte
and broaden legal action against
an additional four multinational
auditors for good measure.
The CSRC may well have been
deploying some delaying tactics.
But the agency also operates with
institutional constraints that
strictly limit its authority. Chinese
law remains vague on who has ultimate responsibility for release of
audit documentation on Chinese
companies listed overseas; the
CSRC is only one of several government bodies in the mix. The repercussions for CSRC officials if
they overstep their bounds—especially in matters involving perennially testy Sino-American relations—could be severe.
In this light, the SEC’s best way
forward is to appeal to higher
powers. If it does, Washington may
find it has the support of the
agency it now deems uncooperative. In January, Chinese media reported that the CSRC had joined
the Ministry of Finance in submitting a proposal to the State Council, China’s highest administrative
body, for U.S.-China cooperation
on audit inspections. Coupled with
other statements by CSRC officials,
there’s ample reason to believe the

CSRC genuinely wants resolution
on this issue. Rather than browbeating the commission, Washington should support it.
That would entail a shift away
from negotiations directly with the
CSRC, and away from litigious actions that only trap auditors in the
crossfire. Instead, senior U.S. officials should lobby their high-ranking Chinese counterparts. From this
perspective, Treasury Secretary
Jack Lew missed an excellent opportunity to raise securities-regulation cooperation with President Xi
Jinping when the two met in
March.
The focus should be on persuading Chinese officials that
China has a stake in cooperation,
too—both in terms of its reputation and in terms of its companies’
ability to continue listing abroad,
something that’s in jeopardy if
Washington and investors no longer trust audits of Chinese companies. It’s time for the SEC to abandon a failed strategy and more
effectively try to bring justice to
scammed shareholders and provide an environment of unambiguous accountability for Chinese
stock listings in America.

Mr. Koepp is the author of “Betting on China: Chinese Stocks,
American Stock Markets, and the
Wagers on a New Dynamic in
Global Capitalism” (Wiley, 2012).

The Quiet Zoologist
[ Bookshelf ]

Gold Rush in the Jungle
By Dan Drollette Jr.
(Crown, 310 pages, $25)
BY RICHARD CONNIFF
If you delight, as I do, in
strange, colorful animals, and like
to see a lot of them at the same
time, the usual strategy is to visit
islands, where isolation has a way
of breeding eccentricity. But over
the past few decades, Vietnam has
revealed itself, improbably, as a
sort of mainland Madagascar. It is a
mother lode of newly described
species, many of them upland refugees in a region cut off from mainland Asia during the ice age.
Recent discoveries there include
a tube-nosed bat named M. beelzebub for its devilish good looks, a
walking catfish, a striped rabbit,
and, just this year, a flying frog and
a turquoise-headed crocodile lizard.
The saola, a large forest-dwelling

antelope first described in 1992, is
so odd that it required the invention of a new genus, Pseudoryx.
Since no one has been able to keep
a saola alive in captivity, the species remains an enigma—and an
enigma that is probably en route to
extinction: Vietnam resembles
Madagascar not just in the diversity of its wildlife but in its catastrophic rush to destroy it.
You might think that outsiders
had already taken care of that.
During what is known there as
“the American War,” U.S. forces
doused Vietnam with about 20 million gallons of herbicides and defoliants, destroying 7,700 square
miles of forest. Earlier, in the
French colonial era, a single biggame hunter in the Annamite
Mountains gunned down 600 deer,
50 tigers and panthers, and 40 elephants (about as many as now survive in the entire nation).
But the era of mass extinctions
has really taken off as Vietnam has
developed into an economic powerhouse, with average annual GDP
growth of 6.3% over the past dozen
years. The rising middle class has
so far developed an appetite for the
natural world only in the most literal sense: The craving for exotic
meats and traditional medicines often leads to what naturalists call
“empty forest syndrome.” In 1992,
for instance, Vietnam designated
Cát Tiên National Park, north of Ho
Chi Minh City, as a reserve for
mainland Asia’s last population of
Javan rhinos. But the government
never provided adequate protection, particularly during a worldwide rhino-poaching crisis said to
be largely driven by Vietnam itself.
At Cát Tiên in 2010, poachers
butchered the nation’s last surviv-

ing rhino for the imaginary medicinal value of its horn.
In “Gold Rush in the Jungle,”
science writer Dan Drollette Jr. attempts to tell this story of discovery amid pell-mell destruction. He
focuses primarily on the work of
Tilo Nadler, an East German immigrant whose Endangered Primate
Rescue Center south of Hanoi has
become a final refuge for many species, including some rescued from
Vietnam’s rampant illegal traffic in
wildlife and some new species discovered by Mr. Nadler’s team.

Species discovered in
Vietnam include a walking
catfish, a flying frog, and a
bat dubbed ‘Beelzebub’ for
its devilish good looks.
Having started in 1993 with a
few acres and a budget of just
$20,000 a year, Mr. Nadler now
maintains about 15 species in captivity, mainly highly endangered
monkeys. To critics who argue for
protecting whole habitats rather
than plucking out a few charismatic species for captive breeding,
Mr. Nadler replies: “The biggest
problem in Vietnam is that there is
no time for education on environmental issues. It takes twenty
years to see the effects of an education program, and these species
don’t have even ten years. . . . You
can’t put animals back in the wild
if they are extinct.”
It is a timely story, and with
plenty of potential take-home. Mr.
Drollette points out, for instance,
that the U.S. is by far the biggest

customer for wood furniture from
Vietnam. That bedroom set with
the attractive price tag? It often
comes at an unspoken cost: We are
supplying the cash to cut down the
forests where Mr. Nadler’s monkeys used to live.
Unfortunately, “Gold Rush in
the Jungle” is a dismally inept
book, starting with the title,
which risks reinforcing the widespread suspicion in emerging
countries that naturalists are
somehow cashing in on their discoveries. Mr. Drollette even quotes
an unintentionally hilarious line
from Michael Crichton’s novel
“Congo” about a biologist driven
to discover new species by “his insensate lust for fame.” (Look for
your favorite taxonomist edging
Kim Kardashian off the cover of
next week’s People magazine.)
The book’s flat-footed language
often sounds like the narration in a
Wes Anderson film, minus the
irony: “His take on the situation
was that the horror and the beauty
associated with the country coexisted simultaneously, much like
what is found in Mother Nature.”
It’s also riddled with minor errors.
It wasn’t Ernst Mayr who coined
the term “island biogeography”; it
was Robert MacArthur and E.O.
Wilson. It wasn’t other biologists
who said “God created, Linnaeus
arranged”; it was Linnaeus himself.
And on a personal note, it wasn’t
“some scientists” who proposed
creating a “Wall of the Dead” to
commemorate the naturalists who
have lost their lives in the search
for new species. That was me, and
I’m a writer, not a scientist.
But the real problem with this
book is that Mr. Drollette almost
never takes the reader out into the

forest to show us through his own
eyes just what we are losing. He
seems to consider a 25-minute walk
from a paved road a voyage into
Vietnam’s “lost world.” He gets
unnerved being alone in a room
with, of all things, a captive civet, a
small, mongoose-like mammal with
a fondness for fruit, coffee beans
and fermented palm sap. His big
wildlife encounter involves the
moths gathered on a bedsheet under
a porch light in Mr. Nadler’s yard.
It is a pity, because there is still
time for the outside world to help
Vietnam protect the natural wonders that are its best real shot at a
sustainable future. Or maybe we
should just despair. When Vietnamese VIPs tour his captive breeding
facility, Mr. Nadler tells Mr. Drollette that they often conclude by
saying: “We’ve seen your animals.
Where’s your restaurant? Now we
want to eat exotic animals.”

Mr. Conniff is the author of “The
Species Seekers: Heroes, Fools, and
the Mad Pursuit of Life on Earth.”
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The spirit of
innovation
calls investors
This ciTy is growing in confidence, Thanks To iTs
forward-looking new commercial developmenTs
By John Ashburne

E

ven its fondest
admirers admit that,
historically, Osaka is
a city with an image
problem. The most
glowing epithet Meiji-era
visitors could manage was “the
Manchester of the East,” a
comparison with the British city
that was a center of the
Industrial Revolution. More
contemporary commentators
have called it one of Japan’s
grimiest, most cramped and
chaotic metropolises.
But Osaka—with its 2.6 million
residents and $2.66 billion Gross
City Product—is an energetic,
business-savvy, easy-going city,
even if not the prettiest. Alas, if it
has had a hard time attracting
tourists, it hasn’t always been
successful at attracting investors
either. Most overseas and
domestic investors have been
unable to see beyond Tokyo.
“In Japanese, we call it
ikkyokuka, which means ‘single

“more and more
companies are
coming in.”
polarity’, and as we know, that is
an unnatural state,” explains Kei
Furuta, managing director of the
Japanese arm of Equinix Inc., the
world’s number-one interconnective data center business,
with centers in 31 strategic markets
across the Americas, EMEA and
Asia. Soon, with the planned
opening of its new data center,
there will be one in Osaka too.
This is a source of pride to a
city growing in confidence after
some time in the commercial
doldrums. “More and more
companies are coming in, not
least with the 24-acre redevelopment of the Umeda Kita North
area, and the opening of the
seven-acre Grand Front Osaka,
with its 1,700-seat convention
hall and state-of-the-art commercial, retail and entertainment
facilities,” says Kazuhiro Nose,
the city’s erstwhile business
development officer. “These are
exciting times.”
Mr. Furuta cites the city’s
“robust, business-friendly political
leadership,” under Mayor Toru

Hashimoto, and its freedom
from the web of bureaucratic
restrictions that ensnares Tokyo,
as positives. “The city and
prefecture are also doing a far
better job than Tokyo in making
commercial, financial and
logistical information available
to would-be investors.”
Osaka’s business has always
been business. Shonin no
Machi, “the city of merchants”,
boasts a healthy per-capita GDP
of $71,000, and its total GDP
outstrips that of Singapore and
the Philippines. Yet it is not
without other key talents.
“What people may miss is the
creativity here,” explains Mr.
Furuta, talking about the city
that saw the birth of Panasonic,
Sanyo, instant noodles, vacuumpacked food and the desktop
calculator. “Don’t forget that the
world’s first futures exchange—
in rice—was in Osaka,” he says.
“Now they are creating
something very interesting with
GFO—and especially interesting is the Knowledge Capital.
They are seeking synergistic
creative solutions.”
Mr. Furuta is referring to the
unique development within the
Grand Front Osaka complex
devoted to bringing together
companies and research institutes,
specialists and creators, in the
unique complex that its chief
producer,TakuyaNomura,described
as a “Silicon Valley of the mind”.
“We were very aware that it
[was] going to be a prestigious
address when [we] decided to
open our offices in Grand Front
Osaka,” says Shigeru Takahashi,
chief of big-data management
specialists Insight Technologies,
“but what really attracted us
[was] the new spirit of innovation.
The rules of the business game
have changed: it’s a collaborative,
mutually beneficial commercial
environment that we want to
foster and be part of now.”
Insight Technologies’ client
list is kept confidential, but a
glance at the sponsors of its
groundbreaking database
technology-sharing event, which
brings together ORACLE experts
from the U.S., Britain and Japan,
from May 29th-31st, shows that
there is serious corporate interest
in their and the Knowledge
Capital’s ideas.
The city’s hopes for economic

Grand Front osaka

The SEC’s Misguided China Fight
BY ROB KOEPP
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Osaka (above) boasts 2.6 million residents and a $2.66 billion Gross
City Product. The seven-acre Grand Front Osaka development (left)
is attracting an increasing number of companies into the city.
resuscitation are pinned in no
small part on the success or
failure of the Umeda Kita
redevelopment plans.
Mr. Furuta, however, urges
some caution: “Building a large
box won’t guarantee instant

economic success. The key will
be if the project attracts investors
from outside the region—and
indeed outside Japan—and as
things stand, there’s still a gap
between Osaka’s potential and its
reality. It’s something of a gamble.”

