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At the beginning of 1985, the total
loan of the 10th Credit Cooperative of
Taipei (hereinafter, the 10th Credit) had
amounted to 15.4 billion NTD; meanwhile,
the total deposit was only 15.1 billion NTD.
The loan ratio at the time was as high as
102%, which meant the 10th Credit was
unable to pay. The Ministry of Finance
then ordered the 10th Credit cease to
operate for three business days and had
Taiwan Cooperative Bank take over, for
protecting consumers' rights and stabilizing
financial order. Once the news released,

the 10th Credit faced a serious bank run.

The Cai's family of the Cathay Group
ran the 10th Credit. Mr. Cai Chen-Zhou,
son of Cai Wan-Lin, was the president
of the 10th Credit and of the affiliated
companies of the Cathay Plastic Company.
The affiliated companies of the Cathay
Plastic Company had trouble to manage
money flow and debt loan. Mr. Cai Chen-

Zhou therefore intended to loan from the

10th Credit. However, the 10th Credit only
loans to its members. Mr. Cai then asked
his employees and their relatives to join the
10th Credit as members and loaned from
it since June of 1984. To comply with the
president’s need, the employees of the 10th
Credit also approved these loan application
without performing due diligence. Mr.
Cai thus took out 15.4 billion NTD from
the 10th Credit. Our office discovered the
abovementioned crimes and indicted Mr.
Cai. Mr. Cai was sentenced to 12 years

'incarceration by court.

The 10th Credit was the very first
financial fraud case and costed the lifetime
savings of thousands of depositors. The
Ministry of Finance therefore examined
the supervisory mechanism for Credit
Cooperatives and made improvements.
Prosecutors office also learn from the case
and initiated investigation early in the latter

cases to prevent aggravated loses.

1.The case was finally prosecuted on June 17, 1985 (indictment no. 74-3386)
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II. Hong Yuan’s
Illicit Deposit -
Bilking Empire’

In 1982, Mr. Shen Chang-Sheng, Mr. Liu Tie-Qiu, and Mr. Yu Yong-Ming

¢
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=

established Hong Yuan Investment Company to attract investors to deposit money and

to receive high monthly interest. If the investor introduced other investors to joint as
members, he could receive extra introduction bonus. Hong Yuan Investment Company
lasted for 8 years and attracted 130 billion NTD at its peak performance. Until 1990,
the company collapsed and left 160 thousand victims and 90 billion NTD debt. This

was the first illegal deposit-taking case and shook the foundation of the society.

$aSPI JUIIUDULT,

Hong Yuan Investment Company was the first company who attracted investment
with high monthly interest of 4% interest. At the time the company established, Taiwan
had only few legal investment products to attract investors; therefore, the company
became investors "Golden Goose” The majority of investors are retired military

servants and public servants.

On December 18, 1990, our office indicted 81 defendants and confiscated 23
billion NTD company assets after 4 months of investigation. The Court later sentenced
Mr. Shen for 7 years’ incarceration and 10 million NTD fine, Mr. Yu for 5 years and 6

months incarceration and 2 million NTD fine.

The company filed a bankrupt complaint to the court in May 8, 1991.

2.The case was finally prosecuted on December 18, 1990 (indictment no. 75-5579).
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In August 1995, Mr. Yang Rui-Ren, a
salesperson of International Bills Finance
Corporation (hereinafter, IBFC), was found
having stolen blank commercial papers
from IBFC and fraud 10 billion NTD from
the Taiwan Bank to pay for his stock
purchase, while under investigation of
illegal stock speculation. This is the major
financial fraud case committed by one
person in Taiwan’s financial fraud history.
This case caused a bank run, shattered the
financial market, and almost made the IBFC

bankrupt.

Mr. Yang was a salesperson in IBFC
and was responsible for bills transactions
and customers’ services. He lost millions
of dollars in stock market and thus took
advantage of his position to steal blank
commercial papers from IBFC since August
1994. He then stole stamps from his
supervisors to use on the blank commercial

papers as guarantors. He also forged

358

III.A 10-Billion-Dollar Thief?

stamps of famous businesses and use their
stamps on the blank commercial papers
as payers. He finally sold these forged
commercial papers to the Taiwan Bank and
fraud money from the bank. He forged
commercial papers worth 38.75 billion NTD
and sold 9.82 billion NTD of them to the

Taiwan Bank.

On November 14, 1995, our office
indicted Yang and 25 other defendants
for burglary, fraud, forging documents,
and speculation of stocks. The court
finally sentenced Yang for 13 years of

incarceration and 3 billion NTD fine.

This case happened for the lack
of internal examination mechanism in
corporate and stipulated enhanced internal
examination standard. Taiwan Depository
and Clearing Corporation was established

after this case to avoid the same stealing.



Financial cases
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3.The case was prosecuted on November 14, 1995 (indictment no. 94-108). The book "A Windstorm

of Ten Billions" written by Ming-Fang Diao could also be referenced.
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In 1988, Mr. Zhang Chao-Xiang took position as CEO of the Panma Conglomerate
from his father and became the president of Panma Enterprise and Chinese Automobile
Company. Mr. Zhang Chao-Liang, his younger brother, jointly managed the Panma
Conglomerate. They aggressively expand their business to Food industry, Construction
Industry, Electronics and communication Industry, and goods transportation industry.
However, the expansion was too fast to lock the money flow. In 1998, the benefit of
automobile industry was falling, the money flow was difficult, and the Taiwan Stock
Market was falling too. To maintain the price of the company stock, Mr. Zhang's
brothers uses checks of affiliated companies and nominal companies to embezzle
money from the Chinese Automobile Company. They also try to manipulate stock
prices by using nominal account to wash trade. In the end, they was unable to pay the
money for stocks and the stock price of the Chinese Automobile Company fell to the
ground on November 3, 1998. The Zhang's brothers embezzled 25.7 billion and 75
million NTD from the Chinese Automobile company, and made the company bankrupt.
Court ruled the company to reform but failed and eventually ruled the company
bankrupt. The company left 8 billion NTD unpaid debt and thousands of employees.

The case devastated financial order at the time.

Our office indicted six defendants, including Zhang's brothers, for embezzlement
and stock price manipulation. District Court sentenced Mr. Zhang Chao-Liang for 10
year’s incarceration, and Mr. Zhang Chao-Xiang for 7 year's incarceration. The Taiwan
High Court sentenced Mr. Zhang Chao-Liang for 6 year's incarceration plus 300 million
NTD fines, and Mr. Zhang Chao-Xiang for 5 year’s incarceration plus 300 million NTD

fines. The sentence was finalized.
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Financial cases
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4. The case was finally prosecuted on January 19, 1999 (indictment no. 87-24674 etc.).
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Deposit Insurance Corporation still

Chung Shing

In 2000,

had to pay 57 billion NTD to cover the

Commercial Bank embezzlement

That has to say, the taxpayers

loss.

case was broke out and shocked the

paid the money.

country. The founder of the bank,

Mr. Wang Yu-Yun, and the general
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manager, Mr. Wang Xuang-Ren
illegally loaned 5.47 billion NTD to
Typhone Inc. and its president Mr.
Huang Zong-Hong. The Bank ended
up with 80 billion nonperforming

Our office, after investigation,
indicted Mr. Wang Yu-Yun for breach

loans.
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April 27, 2007 United Daily News

Union bank of Taiwan, but the Central

5.The case was finally prosecuted on June 14, 2000 (indictment no. 89-9120 etc.).
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October 3, 2017, China Times

In 2003, a senior para-legal of the Top law firm Lee
and Li, Mr. Liu Wei-Jie, took advantage his position to care
the stocks of SanDisk Corporation, sold those stocks without
authorization, and embezzled 3 billion NTD from the client.
He then laundered money by purchasing diamonds and
wiring money through illegal wire channel to the Mainland
China. Before the breakout, Mr. Liu fled to the Mainland
China via Hong Kong by using a fake passport.

After his flee, the law firm then discovered his crime. C deiment o 1061364 ot
The law firm ever awarded 1.5 billion NTD to anyone who
could find him but failed. Mr. Liu was vanished and at large
for 15 years. Our office finally discharged him for the statute

of limitation on September 15, 2017.
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Mr. Hu Hong-Jiu, the Chief Financial
Officer and Vice General Manager of
the Pacific Electric Wire and Cable Co.
(hereinafter, PEWC), was trusted by Mr. Sun
Fa-Min, the founder of the company. Mr.
Hu started to be responsible for overseas
investment and financial management
since 1980. He even became the
president of Mosel Vitelic Inc. representing
PEWC. However, Mr. Hu abused the trust
and illegally set up 146 overseas sub
companies in BVI, Bermuda and Hong
Kong between the years of 2003 to 20009.
Mr. Hu used these companies to loan 17.2
billion NTD and made PEWC guarantee for
these debts. All the money transferred to
the accounts of the paper company owned
by Mr. Hu; and he then purchased assets
in Hong Kong. He later liquidated these
companies and left debt for PEWC.

Before Mr. Hu left his position on
August 13, 2009, Mr. Tong Qing-Yun, Mr.
Tong Yu-Jie, and Mr. Sun Dao-Cun had

discovered his wrongdoings and had

364

secret meetings for this. However, in the
fear of criminal responsibilities and bank
credit, they decided to forge documents

to cover up Mr. Hu's crimes.

Mr. Tong Qing-Yun, the president
of PEWC, embezzled 5.58 million NTD
while PEWC sold its stocks to Tomson
Golf Ltd. He also embezzled 765 million

NTD by non-arm’s length transaction.

Mr. Miao Zhu-Yi, the president
of Pacific Laser and Phot Electricity
Company embezzled 1.5 billion NTD by

forging fake transactions.

Ms. Huang Jing-Lin, the secretary of
the General Manager of the PEWC, fraud
PEWC to pay for 387 thousand NTD by

forging fake consulting contracts.

These persons are indicted on
November 15, 2004 by our office for
breach of trust, forge documents,
embezzlement, money laundering. Our

office asked the court to sentence Mr.



Hu for 20 years, Mr. Tong for 7 years, Ms.
Huang for 4 years, and Mr. Miao for 10
years. Taipei District Court sentenced Mr.
Hu for 18 years plus 1 billion NTD fines,
Mr. Tong for 6 years, Mr. Sun for 4 years,
Mr. Miao for 3 years and 2 months, and
Ms. Huang for 1 years and 6 months. The
Taiwan High Court sentenced Mr. Hu for
14 years and 6 months plus 1 billion NTD
fines, Mr. Tong for 1 year and 11 months,
Mr. Sun for 3 years, and Ms. Huang for 1
year and 8 months on March 29, 2016.
In lieu of the trial has exceeding 8 years,
pursuant to the Speedy Trial Act, all
defendants enjoyed deduction on their

sentences.

PEWC suffered for 20 billion NTD
loss and therefore deducted its capital
to 1.8 billion NTD. PEWC also filed a
complaint to Court asking Mr. Hu and Mr.
Sun to pay for loss. The Court ruled they
both liable for 1.5 billion NTD loss.

The Financial Supervisory Commission
promulgated independent directors in
listed company's regulations in 2006 and

PEWC had its independent director in 2009.
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7.The case was finally prosecuted on November 15, 2004 (indictment no. 92-13991).
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VIIL. The First Government Takeover
Of an Insurance Company?®

Mr. Weng Da-Ming and his brothers
are Presidents or directors of Hualon
Conglomerate or Gouhua Insurance
Company. They conspired with real estate
evaluators to forge asset’s’ evaluation
reports on worthless properties and
used those reports to loan from Gouhua
Insurance Company. The total loan was as
high as 7 billion NTD.

Our office indicted 16 defendants for
breach of trust and forging g documents
on April 15, 2005. Taipei District Court
sentenced general manager of Hualon
Company Liang Qing-Xiong for 5 years’
incarceration, employees of Gouhua
insurance company for 1 year and 6
months to 2 years, real estate evaluators
for 10 months to 1 years. Four defendants
passed away during this long trial. The
major defendant, Mr. Weng Da-Ming
passed away after the final argument.
Three other defendants were wanted by
the court. The case is now tried in Taiwan
High Court.
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Ms. Weng Shi-Chia, daughter of President Weng Yi-Ming of Gouhua Insurance
Company, took position of president after her father passed away in 2006. The former
president of the Control Yuan, Mr. Chen Lu-An then took the position in 2008. At the
time he took the position, the net value of Gouhua Insurance Company was minus 18.5

billion NTD. President Chen actively invested in stock market but encountered financial

7
.
I

storm in 2008. The net value of the company worsen. When the Financial Supervisory
Commission took over the insurance company in 2009, the net value of the company

was minus 57.9 billion NTD. Gouhua Insurance Company became the first insurance

company took over by the government. Transglobe Life Insurance Company purchased
the company in 2012; however, the Taiwan Insurance Guarantee Fund had to pay 88.3

billion to the buyer.
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May 20,2005, United Evening News

8.The case was finally prosecuted on April 15, 2005 (indictment no. 92-10304).
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IX. The Vanity Fair Of the!Wang Family’

On December 29, 2006, Mr. Wang You-Zeng, president of the Rebar
Conglomerate, filed a petition to reorganize China Rebar Co, and Chia-Hisn Food and
Chemical Fiber Co. When the news broke out in January 4, 2007, The Chinese Bank of
the conglomerate faced a bank run and Government took over the bank. Our office
initiated an investigation and discovered that Wang’s family involved in embezzlement
from Rebar Conglomerate and Eastern Conglomerate. The criminal proceeds were
about 100 billion NTD. Since Mr. Wang You-Zeng and his wife Wang Jin Shi-Ying
had fled to the United States, they were wanted by our office. Mr. Wang’s children
were involved in abovementioned crimes and were indicted by our office. Court later
sentenced most of them and they served for their times. Mr. Wang You-Zeng passed

away in a car accident on the morning of May 29, 2016 in California.

This case had made records for the volume of indictment documents up to 940
pages, the most number of defendants in a financial crime, the most amount of criminal
proceeds up to 73.1 billion NTD, the most number of defendants in custody and under
immigration limits during investigation, and the most number of investigation team up
to 4292 persons. The crimes were up to 12 types regarding 68 nominal companies

under Rebar Conglomerate.

9.The case was finally prosecuted on March 6, 2007 (indictment no. 96-1462).
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In 1990, Government released licenses for new commercial banks. President Xu
Shen-Fa of the Prince Conglomerate applied for the license and established WanTai
Commercial Bank. In 1999, WanTai Commercial Bank issued the first cash card, George
& Mary Card, inspired by cash card in Japan. To 2003, WanTai Commercial issued 1
million cash cards and loaned 55 billion NTD through cash cards. At the time, the total
loan of cash cards are 65 billion NTD. Up until September 2005, there were 33 banks
issued cash cards, and the total loans were 315.2 billion NTD. WanTai Commercial Bank
alone had 80 billion NTD loan from cash cards. Soon when 520 thousands of cash
cardholders bankrupted, WanTai Commercial Bank had 15 billion NTD nonperforming
debt.

In 2006, President Xu, his son Xu Xian-Rong, and his daughter Xu Juan-Juan
directed vice general manager of the Prince Conglomerate Yang Xi-Zhou to loan 5
billion NTD from WanTai Bills Finance Corporation by six nominal companies established
under nine employees name. Later when the Financial Supervisory Commission made

financial examination to cash cards, the illegal loans was unveiled.

In March 2007, President Xu sold 15 billion NTD nonperforming debt to
WanRong Marketing Consultant Company for only 1 billion NTD. WanRong was
affiliated to the Prince Conglomerate. Later in April 2007, President announced that
the bank was in debt for 11.2 billion NTD. The Financial Supervisory Commission

required the bank to increase its capital and filed an investigation request to our office.

Our office discovered Mr. Xu Shen-Fa illegal loans, forgery, and 20 billion NTD
embezzlement from the bank. In April 10, 2008, our office indicted 12 defendants
for breach of trust under the Banking Law. Taipei District Court sentenced President

Xu for 6 months, his son for 5 months, and his daughter for 4 months in July 8, 2014.
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Taiwan High Court sentenced President Xu for 11 months, his son for 8 months, and his

daughter for 6 months.

The Prince Automobile Company ceased to operate, owed salaries to its
employees, and mortgaged its assets. The Labor Insurance Bureau paid salaries to its
employees on company’s behalf for 111 million NTD. However, when the Bureau sued
the Company for reimbursement in 2012, the Bureau discovered that President Xu

trusted all properties and was unable to redeem.

As for WanTai Bank, SAC Private Capital Croup and GE Money provided funds
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=
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P

to the bank under the condition that the Prince Conglomerate withdraw completely

from the management group. In December 28, 2007, the bank increased capital to 42
billion NTD; however, the bank did not make money until four years later. In February
10, 2014, China Development Financial merged the bank; the bank renamed as KGI

Commercial Bank in January 2, 2015.

In 2005, the Financial Supervisory Commission ordered the Bankers Association

$aSPI JUIIUDULT,

to establish a debt negotiation mechanism for card salves in order to negotiate
reimbursement terms with each of their debt-holding banks. The Legislative Yuan then

promulgated the Debt Clearance Act ion April 11, 2008.
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10.The case was finally prosecuted on April 16, 2008 (indictment no. 96-15655).
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Peregudovs Andrejs and 22 other
foreigners formed a multinational crime
group to fraud bank’s intranet to steal
money from ATMs. Some members of the
group inserted malware in bank’s computer
to fraud bank, some picked up cashes from
ATMs of the bank, and some transported

and laundered money afterwards.

In May 31, 2016, the group
discovered a systematic flaw in the First
Commercial Bank’s phone recorder, which
allowed the group to inserted malware

through that flaw.

Then they simulated the control
mechanism of ProCash 1500 type ATM
made by Wincor Nixdorf. They then
ordered the banks’ ATMs to dispense cash
in certain days in July in Taiwan. Later,
they sent pick-ups in several group from
different countries. Pick-ups started to
collect cash from targeted ATMs in Taipei,
TaiChung City. They collected 83.27million
NTD and left the money in suitcases in

the hotels. Three money lauders took
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over from the hotels and transported the
money to the locker in Taipei Main Station.
They intended to launder money through
Bitcoin or black wire market. However,
since the pick —ups were suspicious, police
investigated in the early stage. They could
not launder money successfully. Three
money launders were arrested soon and
the crime proceeds were discovered for
77.48 million NTD. Our office indicted
three money laundered and put 19 other
co-defendants on wanted list.  The Court
sentences them for 4 years and 1 month to
4 years and 8 months plus fines from 300

thousand NTD to 500 thousand NTD.

The Task Force of Investigation team
coordinated the ninth Investigation Corp.,
Forensic Examination Division of Criminal
Investigation Bureau, Criminal Investigation
Division of Taipei City Police Department,
New Taipei Police Department, and
Taichung City Police Department. The case
was therefore solved within seven days
after reported. The cooperation was a

model of teamwork.
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The European Interpol invited police

in the 10th Asia-Pacific Conference in Korea.

officers to share this experience in their conference in Hague of the Netherland. This

case became a monument for cooperatively combating crimes with international

organizations.

Financial cases
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11.The case was finally prosecuted on september 9, 2016 (indictment no. 105-15086 etc.)..
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In August 19, 2016, the New
York Branch of the Mega International
Commercial Bank (hereinafter, MICB)
was fined for 180 million USD by New
York Department of Financial Service
(hereinafter, NYDFS) in violation of money
laundering. In response of the record-high

fine, our office initiated investigation.

Under investigation, our office
discovered that the president Cai You-Cai
of MICB took advantage of his position to
establish his own private fund and recruit
clients of MICB to invest. He first registered
a BVI company under his son’s name,
Nick &Ziv Capital Ltd.
the Chief Secretary of the Board of Mega

Later he instructed

Financial Holding Company (hereinafter,
MFHC) to flesh out a plan for this private
fund. In October 2015, President Cai
invited clients of MICB to invest 10 billion
NTD. Meanwhile, one of the investors,
Mr. Samuel Yin, loaned from MICB for 7.5
billion NTD. President Cai didn't report his
interest with Mr. Yin, neither did he step
back from the loan application examination.

MICB then agreed to loan without knowing
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that President Cai and Mr. Yin had other

business arrangements.

President Cai established ChienChi
Management Consulting Company in 2015
to pave the way for his retirement from
MICB. However, about the time, NYDFS
had initiated investigation upon New York
Branch of MICB. President Cai intentionally
veiled the importance of NYDFS's
investigation, failed to call on meetings
to solve problems pointed by NYDFS, and
finally made MICB received the record high
find from NYDFS.

President Cai and Secretary Wang
knew the abovementioned news would
devastate MFHC's stock price. They sold
out all the stocks of MFHC before the new

broke out.

Our office indicted Mr. Cai, Mr. Wang,
and other defendants for breach of trust,

forgery, and inside trading.
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12.The case was finally prosecuted on December 2, 2016 (indictment no. 105-19152 etc.).
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THE BANK OF DAITOTEL TAIHOKU. (33)

The Bank of Daitotei Taihoku/National Central Library



