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Photo from editors

n August 23, 1990, investigators of the

Investigation Bureau of the Ministry of
Justice (hereinafter, the MJIB) under direction
of prosecutors raided 33 locations of Hong
Yuan Group (hereinafter, the Group) with
search warrants, including 25 corporate of-
fices nationwide and 8 residence of top deci-
sion-making heads, for illegal deposit taking
activities involved. Total of 28 suspects were
interrogated on the same day and 7 of them
were put in detention center for possible ab-
sconding or tampering evidence. On Decem-
ber 18, 1990, prosecutor Zhuang Chun-Shan
(# #& W) indicted 81 defendants of Hong
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Yuan Group for violation of the Banking
Law, the Corporate Law, and fraud of the
Criminal Law. A Money Empire of 3 billion
and 150 million US dollars (i.e. 130 billion

NT dollars) crumbled ever since.

REI7T9E 12 B 18 H’ ELHIRE 719 FEEFH 5579 7E
= WEBRIRITE - ARARMEEREHERES LIRS
%81 W MHEHZMIIATBRCHILERTER  US
FBURARS | —A R BRINA LA RIS B OER » §BMKE
FERSEEF S o BENBMAIMA ° EAIEWRNBES - AT
IN\FEHKREIHA U 961 12 9805 Bt (32 8 660 & =7t ) °
BATESTRER  WEABZE 16 BHRA - 2ERFE—AE
BARERMG o S ERBIU 79 EERFTE 2617 SKEMF
FIRERR S RBEEERN 7 £ HREASHAE 300 BT o
FREEREELTEL -



The background of

the rise of a Money Empire

Photo from March 29, 1991 CTS

At the beginning of the 1980s, Taiwan soci-
ety had reached an unexpected prosperous
stage after 40 years of diligence. People
started to have spare cash for investment.
However, the trade in Taiwan stock market
was small-scaled and the foreign exchange
market was controlled ; fixed-salary people
had nowhere to invest to accumulate for-
tune. In addition, the social welfare sys-
tem and health care insurance system was
still uncompleted ; hence people feared
life insurance alone was insufficient to se-

cure for the retired, disabled, or ill.

" 21-3%
Photo from August 11, 2011 CTS
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Meanwhile, the investment-related regu-
lations were under construction and the
unclear cross-straits relations discour-
aged long-term investment desires and
schemes. Standing at the threshold of
fortune accumulation, people tended to
follow short-term speculation and dreamed
of becoming rich overnight. Adding up all
the odds, speculators like Defendant Shen
Chang-Sheng (% & & ) and Yu Yong-Ming
(# B BA) rose abruptly, took advantage of
the situation, and built an unprecedented

money empire .



The Iron Triangle of
Hong Yuan Group'
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Shen Chang-Sheng .Yu Yong-Ming.Liu Tie-Qiu , photo from October 03, 2015 CTI

Hong Yuan Group had three major heads called “the Iron Triangle.” They
together unprecedented constructed the first deposit-taking investment firm
in Taiwan; and they had respective duty for decision-making, investment, and
soliciting members. After 8-years' of development of the Group, a 3 billion

and 150 million US dollars money monster emerged.

1 See “Hong Yuan Storm Files”, Zhang Meng-Qi, Reading times publication, 2006
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Photos from Hong Yuan Storm Files

Mr. Shen Chang-Sheng

The
God President

Mr. Shen was then a juvenile delinquent
for committing burglary who later be-
came the president of the Group. He fol-
lowed the investment heat in the futures
market in 1979 and started a futures
company named Yuan Jing. In 1984,
Government raided futures companies
and discouraged futures investment,
Yuan Jing transformed into Hong Yuan
Group. Mr. Shen was a discreet, super-
stitious, and mysterious perfectionist;
who controlled all decision-makings of

the Group. Owing to his religious belief
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in Esoteric Buddhism, he set up Buddhist
Chapel within every section of the Group.
This religious image enhanced his trust-
worthy credit and attracted more people
to pour money into the Group. His well-
known saying was, “Caution can sail

the boat eternally.”



Mr. Yu Yong-Ming

The
God of Wealth

Photo from China Times

Mr. Yu graduated from Department of
Mathematics of National Chung Hsing
University. He was fascinated by the
idea of becoming-rich overnight. There-
fore, he took advantage of insufficient
regulation and the immature stock mar-
ket to make fast money. In 1979, Mr.
Yu had already been involved in illegal
negotiation using discrepancy letters of
credit defrauded the First Commercial
Bank up to 5 million US dollars . He had

economic criminal genes by nature.
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Different from Mr. Shen, Mr. Yu was
a high-profiled, out-spoken, and arro-
gant crook. He had quite a few famous
sayings: © | can’ t serve for the gov-
ernment for I’ m doomed to corrupt.
Government official’ s salary is even not
enough to pay my liquor expenses.” ;

“Scientific invention (i.e. Hong Yuan
business model) does not go against

” .o

law.” 5 The money that Managing
God Wang Yong-Qing can’ t earn does
not mean that | can’ t either.” ; “I am
always an outsider who refuses to be
ruled by rules.” In the Group, he was

responsible for investment.



Photo from Rong Hsiao

Mr. Liu Tie-Qiu

The

Golden Solicitor

Mr. Liu was ever an important leading
member of the Four Seas Gang. His
gang background made him an extraordi-
nary leader. However, he retreated from
the Gang after a brutal gang revenge
incident, in which he was stabbed by
knifes causing 13 severe wounds. After
recovery, he dedicated his energy into
real estate sales and soon was promoted
to general manager for his remarkable

sales achievement.
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He was later introduced by Mr. Yu to Mr.
Shen in 1985 and joined Hong Yuan
Group as a speaker of soliciting semi-
nars. Bringing his leadership ability into
full play, he soon became the money
vacuum of the Group in lieu of his cha-
risma of persuasion. Obviously, he was

responsible for soliciting in the Group.



The Rise of

a Money Empire

In November 1982, Hong Yuan Interna-
tional Investment Consulting Company
was established and officially started
to solicit hot money. According to the
investment rules of the Group, inves-
tors may deposit 5,000 US dollars (i.e.
150,000 NT dollars) as one investment
unit and will receive 300 US dollars (i.e.
9,000 NT dollars) monthly as interest.
The interest rate is 9%, which is much
higher than that of bank saving account
and much safer than that of stock mar-

ket and futures market’.

Moreover, an investor may choose to join
the Group as solicitor by investing 6 units

first to be qualified for further training.

After training, a solicitor shall attract 6
more units every month to stay on the
Group s payroll. A solicitor is entitled to
basic salary of 267 US dollars (i.e. 8,000
NT dollars), investment bonus of 1,200
US dollars (i.e.36,000 NT dollars), and
introduction fee of 200 US dollars (i.e.
6,000 NT dollars) for 6 more units. In
other words, a solicitor can earn 1,667
US dollars (i.e. 50,000 NT dollars) per
month and at least 20,000 US dollars
(i.e. 600,000 NT dollars) per year. If a
solicitor was able to introduce 6 more
units every month, his introduction fee
would then accumulate up to 3,887
US dollars (i.e.116, 000 NT dollars) per

month.

2 Later, the interest rate was revised to 6% and 4% per month. To the end era of the Group in 1990, the

interest rate further dropped to 1.4% per month.



Iltem Solicitor

Type Average People
Basic Salary Investment Bonus Introduction Fee Total Income Personal Salary

Monthly 267 1200 200 1667 192

Yearly 3200 14400 2400 20000 2301

Solicitor Income v. Average Personal Income (Yearly)

20000
15000
US Dollars

10000

5000

Solicitors Average People

M Basic Salary = Investment Bonus M Introduction Fee W Average People Salary
Chart by editors
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By contrast, at the time in 1982, the
average yearly household income was
9,175 US dollars (i.e. 275,250 NT dol-
lars) and the average yearly personal
income was 2,301 US dollars (i.e.
69,041 NT dollars)®>. When the num-
ber above divided into 12 months, the
average monthly household income
was 765 US dollars (i.e. 22,938 NT
dollars) and the average monthly per-
sonal income was 192 US dollars (i.e.
5,753 NT dollars).

That is to say, an entry-level solicitor
in the Group can earn 9 times more
than an average person can. Mean-

while, even an entry-level investor who

3 See “Report on the Survey of Personal Income distri-
bution in Taiwan Area”, Directorate-General of Budget
Accounting and Statistics, the Executive Yuan, 1982.
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invested only 1 unit can earn interest
given by the Group 1.6 times more
than an average person can earn
through salary. A simple compari-
son illustrates the lethal temptation
of high interest rate provided by the
Group.

At the beginning, investors were hes-
itant and doubting of the too-good-
to-be-true interest rate and reward
scheme. However, witnessing regular
interest distribution and business ex-
panding of the Group, hesitant inves-
tors finally couldn’ t resist the lure of
high interest rate and poured money
into the Group. At its full bloom pe-
riod, the Group received 4.4 billion
US dollars (i.e. 130 billion NT dollars)
hot money and had 220 thousand
investing members. The fund scale
is equivalent to the yearly revenue
Taiwan Government received from tax
payers in 1990. Imaging how gigantic
the money empire was! All that mon-
ey was entrusted to the Iron Triangle

for possible investment.

Nevertheless, where did the money

go0?



The territory
of

the Money Empire

With the amount of investment hot money, the Group certainly needed
an investment scheme to secure interest distribution. The first try of the
Group was to establish Hong Lai Construction Company to invest in domes-
tic real estate projects, construction, agency, and presale house marketing

in July 1983.

Next year in 1984, the Group set up Yi Deng Limited Company for interi-
or design and Hong Ann Computer Company to accommodate hardware
and software demand of the Group. Meanwhile, for the first time, Group
extended its investment reach to Hong Kong by establishing Yuan Zhou In-
dustry Limited Company for ready-made garments, trade agency, and grain

products.

Hong Yuan Overseas Branches and Hong Kong Business Center Chart
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Photos from Hong Yuan Storm Files
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Phof from Hong Yuan Storm Files

In 1985, the Group investment added Le Qi
industry in April to import and export motor
accessories, leather products, groceries,
textile, and canned food. Meanwhile, the
Group established Yuan Zhou International
Investment Limited Company in Hong Kong
for soybean, sugar and red bean transac-
tions in September, and Yuan Zhou Real
Estate Limited Company for real estate
transactions in December. To this point,
the Group’ s investment followed the trend

in demand and basic commodities.
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Mr. Shen Chang-Sh&lg
Mrs. Shi Si
Photo from Rong Hsiao

In 1986, the Group set up Hong Fu Restau-
rant in Kaohsiung City in March providing
Dim Sum, Guan Dong seafood, and mid-au-
tumn festival moon cakes, and Taipei Head-
quarter of Hong Tai Film Industry in July.
Nine months later Hong Kong Hong Tai Film
Company was set up. In the next few years,
this film industry published 7 movies. Mr.
Shen Chang-Sheng (7t & & ) even met his
wife, movie star Miss Shi Si (2 ) through
the film making business. The Group also
founded Yuan Kuo industry to import wood
and cooper furniture in July. Three months
later, the Group formed Yong He Branch of

Hong YuanDepartment Store in October.



1986

Following the internationalization policy, the Group set up
four more companies in Hong Kong. In February, Hong Da

Company, was established for agency stocks, bonds, and

g
¢
#
:
=

securities; in May, Yuan Zhou International Finance Limited

-

Prbta . i
Company, was established for Loans and letters of credit; ; :Ené ’% ﬁ_% Eﬁé v e
in August, Xian Mei limited Company, was established for z{‘f ;wg '&— %%5 H i\géi';%g%
FERATHE S |\ e T
exporting business; in October, Yuan Zhou Limited Com- g §§§ %% zﬁz ii'é?%%;g%%g?
s L Bhide muipEaRil oo
pany, was established for gold transactions. Furthermore, gﬁ?i" \ﬂ%[}ﬁ T L H
four companies were set up in Kuwait, Saudi Arabia, and ?%g ggé?zgg , E
Indonesia. In May, Financial Trade Center in Kuwait, was é;‘ég g% ?égg‘i
established for currencies and gold transactions; in June, &iéj %: g%ﬁééif;
P.T.B. Financial Trade Center in Indonesia, was established "gé"*‘d éf T’gp i
for forward rate and gold transactions; in October, Financial E;g%g é;%ﬁa—[ﬂﬂ
Trade Center in Saudi Arabia and Kuwait, were established é%%g?éff aﬂg
for stocks and currencies transactions. %*ES ,: %g
L ales

1987

In 1987, the Group formed Hong Yuan Real Estate Bro-
ker Company in January to invest in overseas real es-
tate, investment, and agency; it also formed the Taipei
Branch of Hong Yuan Department Store in June; the
Hong Yang Advertisement Company in July to promote
business of the Group and refresh business image;
and the Hong Yuan Employee Education Center in Au-
gust to provide orientation training,on-the-job training,
and other professional training for the Group. Mean- Photos from
while, overseas expansion included Yuan Zhou Limited November 21, 1988 United Daily News
Company in Kuala Lumpur in June; Yuan Zhou Limited

Company in Bangkok in August; and Yuan Zhou Interest

Limited Company in Hong Kong in December. All three

overseas companies were for forward rate and gold

transactions.
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1988

In1988, the Group established the Hong Ann Se-
curity Company in October providing security ser-
vices for all branches and sectors of the Group,
and the Hong Yuan Travel Agent in November for
members’ leisure activities. In Hong Kong, five
more companies were founded including Hong Rui
International Investment Company in February for
mutual funds; Hong Yuan International Investment
Limited Company in March for trading precious met-
al and global merchants; Yuan Zhou Travel Agent
Limited Company in June for travel agency; Hong
Kong Hong Yuan Trade Limited Company in July for
business with Republic of Paraguay, mainly focusing
on coffee beans; and Hong Yuan International For-
eign Exchange Company in August. Moreover, five
other companies were founded worldwide including
Bao Xian Financial Consulting Limited Company in
Indonesia in May for foreign exchange and precious
metal exchange; Bao Xian Service Limited Company
and Hong Yuan Investment Research Limited Com-
pany in Negara Brunei Darussalam in August for
foreign exchange and precious metal transactions;
Hong Yuan International Investment Limited Com-
pany in Republic of Paraguay in August for foreign
exchange and precious metal transactions; and
Bao Xian Service Limited Company and Hong Yuan
Investment Research Limited Company in Singapore
in October for commodity trading, foreign exchange,

and precious metal transactions.
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Office]

Main
Overseas

Department

Cairo International Trade Ltd

Kuwait Union Agriculture Planning Ltd

Kuwait Union Foreign Exchange Ltd

Kuwait Ardenagorton International Foreign Exchange

Hong Yuan(Argentina) International Investment Ltd

Hong Yuan(Brazil) International Investment Ltd

Hong Yuan(Uruguay) International Investment Ltd

Hong Yuan(Paraguay) International Investment Ltd

Brunei Bao Xian Diversified Service Ltd

Brunei Hong Yuan Investment Research Ltd

Indonesia Bao Bao Xian Financial Consultant Ltd

Hong Yuan (Manila) Diversified Service Ltd

Singapore Bao Xian'Diversified Service Ltd

Hong Yuan (Singapore) Investment Research Ltd

MalaysiaBao XianDiversified Service Ltd

Bao Bao Xian (Malaysia) Ltd

Malaysia Hong Yuan(Miri) Investment Research Ltd

Hong Yuan(Malaysia) Overseas Development Ltd

Bao Xian(Bangkok) Diversified Service Ltd

Hong Yuan(Thailand) Development Research Ltd

Hong Kong Hong Yuan (Paraguay) Trade Ltd

Hong Kong Xian Mei(FarEastern) Ltd

Hong Kong Hong Yuan International Foreign Exchnged

Hong Kong Hong Yuan (Xian Mei) International Investment Ltd

Yuan Zhou Future(Canada) Ltd

Main

Officel

Yuan Zhou Enterprise(Ghana) Ltd

Yuan Zhou Finance Information(Cairo) Ltd

Jeddah Financial Product Exchange Center

Yuan Zhou Financial Information(Pakistan) Ltd

Kuwait Financial Trade Center

Indonesia PTB Financial Trade Center

Yuan Zhou(Kuala Lumpur)Co.

Yuan Zhou Enterprise(Bangkok) Ltd

Hong Kong Yuan Zhou Travel Agency Ltd

Yuan Zhou

Hong Tai Film Making (Hong Kong) Ltd

). The foundation aimed for social rescue and social welfare.

Yuan Zhou Enterprise (Hong Kong) Ltd

Hong Kong Yuan Zhou International Investment Ltd

Since the special assistant of Mr. Shen, Zhang Wan-Xi ( i& & Jf ),

was a basketball frantic, the Group set up Hong Yuan Men bas-
ketball team for him and Women baseball Team to promote Hong

Other than founding domestic and overseas companies, the Group
also founded Chang Si Welfare Foundation in April 1989, as com-

memorate of Mr. Shen Chang-Sheng (

Yuan spirit.

==

o

Hong Kong Yuan Zhou Real Estate Ltd

Hong Kong Yuan Zhou International Finance Ltd

Hong Kong Hong Rui International Investment Ltd

Hong Da Enterprise(Hong Kong) Co.

Hong Kong Yuan Zhou Gold Business Ltd. |l

Organization chart , see Supra Note 1 P.70 P.71

Hong Kong Yuan Zhou Rights and Interests Ltd
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The total investment assets were estimated to near 800 million

US dollars (i.e. 23 billion NT dollars) at the time the Group an-

nounced bankruptcy. However, in 8 years, numerous yet unclear

funds were transferred overseas.

No one, except maybe Mr. Shen and Mr. Yu, knew where exactly

the Group money went.
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Headquarter

I General Manager I

Deputy General
Manager

Employee
Benefit

Management

Training

Marketing

Public

Relations

General

Affairs

Hong Yuan International Investment Consultant
Company

[
North
|—‘L

Pingtung Office

|
South
|_

Kaohsiung Office

Kaohsiung Branch

Tainan Branch

| | central south | |
Hl

Chiayi Branch

Taichung Office

Taichung Branch

Hsinchu Branch

Central
L ||:‘ L

Chungli Branch Il

| | centrai nortn | |

Hualien Branch

Taipei Office Il

Taipei B ranch

Keelung Branch

Hong An Computer Ltd

Hong Yuan Travel Agency

Hong An Security Ltd

Yi Deng Enterprise Ltd

Hong Yang Marketing Ltd

Hong Tai Film Making Ltd

Personnel

Main Office

President

Executive

Director
Chairman

Vice
Chairman

Hong Fu Lou Restaurant Ltd

Domestic
Business

Hong Yuan Wealth God Hotel

Yuan Lai Construction Ltd

Hong Yung Real Estate Ltd

Hong Yuan Department Store-Yong he Branch

Hong Yuan Department Store-Taipei Branch

Yuan Kuo Enterprise Ltd

Bao Men Enterprise Ltd

Le Qi Enterprise Ltd

China Wire and Cable Co. Ltd

| Manufacture || Trading |
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Photo from China Times

The Dynamics

of the Group

On October 18, 1985, reporters first
targeted the Group and reported it as
illegal deposit taking group. Members
of the Group faced the first confidence
crash and crowded the branches of the
Group to ask for money refund. Within
three days, the Group refunded up to 7
million US dollars (i.e. 21 billion NT dol-
lars). Mr. Yu, the Vice President of the

Group, made a public statement explain-

54

ing the Group investment situation and
made a promise to become legalized
soon. Since members were still receiv-
ing monthly interests from the Group,
this scandal didn’ t crash the Group but
rather enhanced investors’ confidence.
Ironically, even more money poured in

after this incident.



Photo from China Times

On August 18, 1986, the Group faced
the second bank run but survived again
by announcing to stop refund but con-
tinued to distribute monthly interest.
On December 1987, owing to the up
rocketing stock market, the Group faced
the third bank run for the following three
months. Mr. Yu declared that the Group
had stopped admitting new members
and funds since March 1986. Neverthe-

less, in fact, the Group never stopped

55

taking deposits and the problem finally
burst out in 1988.

In June 1988, the Group decided to
transfer its fund overseas and asked
members to transfer their unit certificate
to overseas fund certificate. We can see
in the same year, the Group set up ten
overseas companies to deal with the

transferred fund from Taiwan.



Ministry of Finance , photo from editors

Later in August, the Group announced to reduce its interest rate to 2%. In
September 1988, the Ministry of Finance filed a complaint with evidences
to Taiwan High Prosecutors Office and the MJIB asking for further investi-
gation into the Group for its violation of the Bank Law. On November 20,
1988, the Group had its member reunion at Zhong Hwa Gymnasium in Tai-
pei City. The President, Mr. Sheng, marched to the arena in Luxury Cadillac
and members chanted his name to express their worship. In the heat of
passion, members set off fireworks and accidently burned down the gym-
nasium. Observers said this accident seemed to predict the decline of the

money empire.
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Photo from Hong Yuan Storm Files

On June 30, 1989, new amendments
to the Bank Law were promulgated. Ac-
cording to the new law, only authorized
bank can take deposit from civilians. On
July 1, Government announced the ban
on illegal investment companies and tar-
geted the Group. The Group then faced
its forth bank run for the next 3 weeks
and lost 700 Million US dollars (i.e. 20
billion NT dollars). The Group stopped
to refund but continue to distribute in-
terest on July 13, 1988.

1989, the Group had its member re-

In September

union in ZhangHwa County Ba Gua Shan
Gymnasium with an attempt to restore
members’ confidence in the Group.
However, days after the member reunion,

Mr. Liu, the vice president, had a stroke
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that left him paralyzed. He soon passed
away in November. The Iron Triangle
of the Group collapsed and the storm
began to unravel its rage. By the end of
1989, the Group had refunded 1.3 bil-
lion US dollars (i.e. 40 billion NT dollars).

On January 10, 1990, the Group an-
nounced to stop giving out refunds and
interest distributions in lieu of debt.
An assets supervision committee was
formed on February 20, 1990 to clear
the Group assets value. However, owing
to the accounting book of the Group was
not clear and members had no faith in
new combination policy, the committee

failed without surprise.



Investigation
of the Group

Meanwhile, the government sectors finally made action.
On March 2, 1990, 25 legislators motioned for a resolu-
tion asking the Ministry of Finance, the Ministry of Eco-
nomic Affairs, the Ministry of Justice, and the Ministry of
National Defense to jointly solve the problem of illegal de-
posit taking companies. On October 1990, the National
Assembly motioned for a resolution by 31 representatives
requesting a ban on illegal deposit taking companies. On
October 12, 1990, the Control Yuan passed corrective
measures to the Ministry of Finance, the Ministry of Eco-
nomic Affairs, and the Ministry of Justice for their prior

hesitation to regulate to illegal deposit taking companies.
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Hu,Jian-Fen
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The sécre’rory Ms.Chen,Yun

Mrs.Fu,Yun-Mei

Photo from

The lower left : Rong Hsiao
Others : China Times



The Indictment

Prosecutor Zhuang Chun-Shan ( i & WL ) of Taipei District
Prosecutors Office, after 4 months of intensive investiga-
tion, indicted 81 defendants of the Group on December
18, 1990, including the nominal directors and sharehold-
ers, the board of directors, and other important group
executives. The indictment said the Group fraud inves-
tors with impossible high interest rates and had taken
deposits adding up to 3.1 billion 96.77 million US dollars
(i.e. 95.9 billion and 3.02 million NT dollars). Defendants
used the illegal fund to invest in 24 domestic companies
and overseas companies and assets. Defendants were
founded to have wired fund overseas at least 57 million
US dollars (1.7 billion NT dollars). Prosecutor Zhuang
tried his best to confiscate traceable assets, including
real estate, chattels, stocks, bonds, and rights, summed
to 767 million US dollars (i.e. 23 billion NT dollars). Other
fund or assets wired overseas were unclear and suspect-
ed to have been concealed by defendants. Therefore,
defendants were charged for violation of the Banking Act,

Company Act, and fraud of the Criminal Law.
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The indictment from Prosecutors Office
finally crashed the money empire and
stopped this devastating money game
which perished domestic economy and
social order. Prosecutor Zhuang asked
the court to sentence defendants with

the maximum punishment.

61

i
&
WK

EN
%
A5 &

fm
£ @
A&
% 2

S8 Mam >
W HoE m 2

163€3
16563
16569
16795
18154
18373
18444
18462
18925
19101
19240
19242
19248

FWHE B RMS o B

T S8t o 4% 5 M R 5 T e ok o S b B

BHSHAE +0

14210
14213
14220
14655
14676
15091
15092
15519
15655
15807
15308
16056
16202 ,

12543

12570
12571
12572
12624
12645
12958
13306
13312
13420
13421
13933
14158

5579
5813
7198
7383
9221
9749
10596
10884
12083
12343
12474
12475
12479

The indictment
photo from Taipei distrcit prosecutors

office



Judge Mrs. Cheng,Li-Yen
Photo from March 29, 1991 CTI

In the courtroom of Taipei District Court,
defendants argued for their wrongdoings.
Mr. Shen admitted to receive funds from
investors but argued that the govern-
ment didn’ t properly regulate the de-
posit taking investment companies, thus
defendants shouldn’ t have to shoulder
responsibilities. Other defendants ar-
gued that they didn’ t fraud investors
for funds actually did invest in all kinds
of projects. The trial court closed the
case on March 21, 1991; and ruled mul-
tiple sentences for the defendants. Mr.
Shen, the president of the Group, was
sentenced to 7 years’ incarceration

plus 3 million NT dollars fine.
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Investors, prosecutor, and the defen-
dants were not satisfied by the ruling in
the district court level and appealed to
Taiwan High Court. In Taiwan High Court,
Mr. Shen argued that the Group did
distribute interest after establishment
and there were no fraudulent activities
involved;he also stated that before the
new amendment of the Bank Law in
1989, the Group was not an illegal insti-
tute; and the only fund solicitor was the
deceased vice president, Mr. Liu. Mr.
Yu argued that the Group went bankrupt
only for government ban, and that the

Group itself functioned well.



- i |\ - 3
The meeting of Creditors summoned by court
Photo from China Times

For a finalized judgment, Mr. Shen was sentenced to 7 years incarcera-
tion and fined 100 thousand US dollars (i.e. 3 million NT dollars); Mr. Yu
was sentenced to 5 years and 6 months incarceration and 70 thousand
US dollars (i.e. 2 million NT dollars). Mr. Shen and Mr. Yu only served 4
years of their sentences and were released on parole on February 7, 1994.
Investors were very much disappointed by the mild punishment these two

received for their fraudulent actions of almost 100 billion NT dollars fraud.
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Outside
the

Trial

The Group was filed for bankruptcy on May 8, 1991. The re-
ported creditors’ right was 2.4 billion US dollars (i.e. 73.1
billion NT dollars), but only 120 million US dollars (i.e. 4 billion
NT dollars) assets were at court s disposal. Although the
civil court found Mr. Shen and Mr. Yu to be jointly liable for the
debt, no further assets found under their possession. Investors
were only able to retrieve petty money compared to the vast in-
vestment the Group had acquired. In 2010, Mr. Yu passed away
as well. The compensation procedure became more difficult

thus investors no longer held any hope.

Conclusion

The Group was the first deposit-taking investment company
ever established in Taiwan. After its debut, 200 other depos-
it-taking investment companies emerged. However, none of
them ever reached the magnitude of the money and the scale
of victims of the Group ever made. Hong Yuan Group had be-
come textbook material to research on illegal banking and mul-

tilayer marketing.
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The court judgments
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Photos from Taipei distrcit prosecutors office
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