Taken over

by the Government




The Insurance Company

‘pofo from April 24, 2008

In 1963, Guohua Insurance Company ( E
# AN ¥, hereinafter, the Insurance) was
In 1979, Mr. Weng Da-Ming ( § X

#% ) traded stocks to take over from Mr. Tan Yu

founded.

(% /8 81 ) of Asiaworld International Group ( &2
Mttt SR EE ) and became the president of the
Insurance. The Insurance, at its peak, had
200 billion NT dollars (i.e. 7 billion US dol-
lars) assets, over 100 million insurance policy
holders, thus ranked 8" in Taiwan. It was not
listed but its trade price once ever reached 23
hundred NT dollars per thousand shares. Mr.

Weng Yi-Ming ( $—#), Mr. Weng Da-Ming s
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younger brother, was once its president
and owned 43% of its shares. After Mr.
Weng Da-Ming took over, the Insurance
was subsumed into the Hualon Con-
glomerate ( EREER ).
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The

Hualon Conglomerate

Mr. Weng Ming-Chang (& B8 & ), Mr.
Weng Da-Ming’ s (& Kk # ) father,
was a famous entrepreneur. He was
involved in founding Chiahsin Cement
Corporation ( & fRKE AT ) in 1964,
and later became its general man-
ager. He sequentially became the
managing director of Yihsin Textile
Company ( % ¥ 45 8 2 7 ), the presi-
dent of Walshin Lihua Wire and Cable
Company (ENEEEHEE AR ), the
president of Rebar Group (1 EEH ),
the president of Hsinhsin Chemical

Fiber Company ( Ef{E24#4 A5 ), and
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the managing director of Hualon
Company (¥M[E25 ). In 1967, he
set up Chiahsin Flour Plant ( & #
B ). In 1973, he founded Chi-
ahsin Livestock Corporation ( & #1
& E 2 7 ) and Yihsin International
Trade Corporation (ZHERESAF)
and became the president of both
companies. All the companies
above together formed the Yihsin
Business Conglomerate ( &MEHEE
).



Hualon Textile Company
Photo from http://library.taiwanschoolnet.org

As to Hualon’ s history, in 1955, China
Artificial Fiber Company ( B A& 44 A
7 ) was established in Miaoli County. In
1957, this company made the first arti-
ficial fiber in Taiwan. In 1967, Japanese
entrepreneur invested in the compa-
ny’ s compound fiber department and
established Hualon Textile Company (
P& 45 # 2 8 ), which manufactured silk
and cotton. In 1977, Mr. Wend Ming-
Chang came forward and merged the
five artificial fiber companies into one.
The remaining company was Hualon
Textile Company; whereas Nylon Com-
pany ( it & 2 5 ) and Guohua Chemical
Industry ( BEIZE{E2AF) ) became Zhonghe
branch, Xinxin Chemical Fiber became
Yingge branch, and Baocheng Chemical
Fiber ( B{C244 AT ) became Dayuan
Branch. This merger was unprecedent-
ed and successfully gathered resources
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together to benefit from scale economy.
Hualon Textile Company too was subordi-
nated to Yihsin Business Conglomerate.
Mr. Weng Ming-Chang’ s business em-

pire was then quite completed.

Nevertheless, Mr. Weng Ming-Chang sud-
denly passed away in 1977. His eldest
son, Mr. Weng Da-Ming, was only 27 and
had too short of time to take over his
father s empire. At the same time, his
father’ s business partner, Mr. Wang
You-Zeng (EXE ) and Mr. Jiao Ting-Biao
(FEER) took advantage of his vulnerabil-
ity and took over the empire. Mr. Weng
Da-Ming only kept Chiahsin Flour Plant
with its property of 8000 pigs.



Mr. Weng Da-Ming
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The revenged prince

Mr. Weng Da-Ming ( $ X #8 ) was born in
1950. He was the eldest son among
7 siblings. He once studied in the De-
partment of Banking, National Chengchi
University. In 1977, upon his father’ s
sudden death, he lost most parts of his
father’ s business. Thus he decided to
take back what he should have inherit-
ed. In 1978, he set up Chinese Security
Investment Company (R E&H F K& & A
& ) and started to manipulate stocks to
In 1979, he traded
stocks and took over the Insurance. At

accumulate wealth.

the same time, Hualon Textile Company

183

suffered from business downgrading. He
then purchased loads of Hualon Textile
Company (ZEE 45 4 ‘A 5 ) stocks starting
1980. Two years later, he finally took
back Hualon Textile Company. This is
the famous history called The Prince’ s

revenge.



Mr. Weng’ You-Ming
Photo from December 13, 2003
Apple Dgily

After he took over Hualon Textile Com-
pany ( % [£ 45 8 2 3 ), he did make the
comany enjoyed surplus profit after two
years operation. Later, he intended to
expand globally thereto invest a textile
factory in Hong Kong in 1982, estab-
lished a subsidiary company in Malaysia
in 1989, set up a textile factory in North
Ireland in 1994, invested in an artificial
fiber factory in Vietnam in 1995, found-
ed the Hualon Company in the Czech
Republic in 1995, and invested in the
Japanese Textile Company in 1997.

While he focused on outside expand-
ing, labor disputes within Hualon Textile
Company made him gloomily resign
from president in 1989. His younger
brother, Mr. Weng You-Ming ( & & #),
replaced him as president and manager.
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In June 1989, Taiwan Stock Market
roared to 10000 points for the first time
in 27 years. To this point, the Hualon
Conglomerate ( #[£&  , hereinafter, the
Conglomerate), including Hualon Textile
Company, the Insurance, Taiwan Agricul-
SEREMAT ),
Hualon Microelectronic Industry ( & & {4
BFAF ), and Guohwa Security ( BEZEES
‘~AF] ), was estimated to have 150 billion
NT dollars (i.e. 3 billion US dollars) in val-
ue. The Conglomerate became the num-

ture and Forest Company (

ber one enterprise in Taiwan. Mr. Weng
Da-Ming (% XA # ) did make a comeback
to his father’

achieved even more.

s business empire and



—
Mr. WehgiPa-Ming
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However, in 1990, when Mr. Weng Da-
Ming ( 8 K # ) sold his stocks of the
Insurance to Ms. Zhang Jia-Yi (3RXE ),
daughter of the Minister of the Minis-
try of Transportation and Communi-
cations, for 120 NT dollars per share,
while the market price was over 1000
NT dollars per share, Prosecutor Xu
A-Gui ( 5F B #= ) started investigation
in illegality. During investigation, the
president of Hualon Textile Company ,
Mr. Weng You-Ming, was detained for
about a month. For this matter, he
fled to Malaysia after his release and
never came back. Two months later,
Mr. Weng Da-Ming and other defen-
dants were indicted.

This case was the first domino that
devastated the Conglomerate.
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During the trial, Mr. Weng Da-Ming
was once detained for contempt
of the court. Under rage, he an-
nounced to run for the legislators’

election just one month before the
end of the election in 1992. After
winning the election, Mr. Weng Da-
Ming formed a “Hualon Group” in
the Legislative Yuan with Mr. He Zhi-
Hui, Ms. Wang Su-Yun, Mr. Yu Mu-
Ming, and 20 other legislators. His
political and business influence
strengthened at the time. However,
at this glorious time, he was again
involved in illegal stock trading of

Hosheng Company ( E£AF )in 1992.

This case was the second domino.



In 1994, another illegal stock trading
involving Honfu Security Company ( # &
#5128 ) broke out. The illegal fund was
connected with the Insurance and inflict-
ed on its market price and value.

This was the third domino.

In fact, for too many years, the Insurance
served as a private vault of Mr. Weng Da-
Ming ( $X#8 ) to accommodate the fund
demand from him, his family, his political
and business connections, and the Con-
glomerate. After the abovementioned
devastations, the Insurance swayed.
Nevertheless, Mr. Weng Da-Ming still
kept on squeezing money out of it by ille-
gal loans as followed.
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Theembezzlement
in a coat of Loan

Mr. Weng Da-Ming, Mr. Xiao Xin-Ming
(F#E), Mr. Zhang Zhen-Song (& &
), and Mr. Weng Yi-Ming ( § — #)
were presidents of the Insurance by
sequence. After Mr. Weng Da-Ming
and Mr. Xiao Xin-Ming stepped down
from the president position, they were
still directors of the Insurance and
had factual influence on the company.

Starting from 1985, Mr. Weng Da-
Ming employed five companies of the
Conglomerate to loan 2 billion and
85 million NT dollars (i.e. 70 million
US dollars) from the Insurance and
were guaranteed by unlisted stocks of
Yishin Company ( &Z¥AF ). Mr. Weng
Da-Ming and his youngest brother,
Mr. Weng De-Ming ( & & 8 ), were
jointly liable for the loan. However,
the evaluation of the unlisted stock
price was problematic and was only
based on the trade between Mr. Song
Zheng-Dong ( R B #& ), the financial
manager of the Insurance, and Yishin
Company ( & # 2 # ). The trading
parties had a conflict interest and the
trading price was found unreasonably

Photo from Novembér 142014
Ministry of Eduation

Mr. Weng Yi-Ming

high. Nevertheless, the loan depart-
ment of the Insurance deliberately
ignored the suspicion but complied
with President Weng' s need. The
loan was extended in 1995 but the
guarantee was not reevaluated pursu-
ant to its internal regulations. Yishin
Company even withdrawn its corpo-
rate registration in 1997, in other
words, the company was game over.
Though acknowledging the fact, the
loan department of the Insurance
never asked anyone to return the
money. Finally in 2001, the debt was

announced as a non-performing loan.
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Chiahsing Livestock Corporation
Photo from Internet

Mr. Weng Da-Ming ( $X%8 ) cashed in 15 lands that
belonged to Chiahsing Livestock Corporation ( & ¥
& E 28 ) in Zhonghe District of New Taipei County
by trading it with Hualon Textile Company ( ZE[£45 4
‘A8 ) in 1985. Three years later, Mr. Weng Da-Ming
employed the same method to cash in the land by
trading them to the Insurance. Five months later,
Mr. Weng Da-Ming again bought the land from the
Insurance and paid 40 million NT dollars more.

Less than four years, Mr. Weng Da-Ming sold the
land again back to the Insurance, but earned 1 bil-
lion and 365 million NT dollars (i.e. 45.5 million US
dollars). Three years later, the Insurance sold them
to Yuchang Company (#&27%7 ) for 3 billion and 36
million NT dollars (i.e. 112 million US dollars).

188



Yuchang Company cooperated with Hwarui Com-
pany ( ZEImAF ,part of the Conglomerate) to build
Zhonghe building, and got a loan from the Insur-
ance guaranteed by the land. Mr. Weng Da-Ming
used the same land to drastically escalate the
value by trading them within the companies of
the Conglomerate and cashed in money 12 times

more than the original prices from the Insurance.

From 1997 to 1998, Mr. Weng Da-Ming was ob-
viously in dire need of cash. He employed six
companies within the Conglomerate to loan from
the Insurance for 2 billion and 328 million NT
dollars (i.e. 77.6 million US dollars). The guaran-
tees Mr. Weng Da-Ming provided to the Insurance
were real estates, which had been mortgaged to
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other banks and were also over-evaluated by con-
spired estate assessors Mr. Zhang Shi-Ru (&)
and Mr. Hong Wen-Long ( #X5E). Moreover, the
loaned money was not used for the purpose they
proclaimed but used by Mr. Weng Da-Ming for
himself, his family, and the Conglomerate. Not a

penny was ever returned to the Insurance.

As the leader of the Conglomerate and the di-
rector of the Insurance, Mr. Weng Da-Ming was
treacherous to embezzle money in the coat of
loan and eventually crashed the Insurance and
the Conglomerate.



The Investigation

i

Mr. Weng Da-Ming L
Photo from November02:20028

In 1997, Hualon Textile Company ( ZE£45 48
‘A8 ) stopped raising wages. In 1999, the
company closed factories in Zhongli Dis-
trict and Zhonghe District and cancelled
In 2001,
the company’ s checks bounced and it

yearend bonus distribution.
was unable to pay up employees’ sala-
ries. In 2002, the company deducted its
capital from 24.3 billion to 6.4 billion NT
dollars. In 2003, the company’ s stock
was off the market and was ordered by the
court to seal its factories. To this point,
the company literally stopped operating.

At the same time, Taipei District Prosecu-
tors Office began to investigate in the com-
panies’ related loans. At the beginning
of December of 2003, Prosecutor Yu Xiu-
Duan (& %% ) directed Taipei City Branch
of the Investigation Bureau of the Ministry
of Justice to raid the Insurance and loan
related companies. The accounting books
and loan related materials were confis-
cated. Prosecutor Yu further subpoenaed
witnesses and suspects to sort out the de-
tails.

190



Prosecutor Yu discovered that the Con-
glomerate was owned by four brothers of
Weng' s family, Mr. Weng Da-Ming ( $ X
#8), Mr. Weng Yi-Ming (% —## ), Mr. Weng
You-Ming ($#H# ), and Mr. Weng De-Ming
(HEH]).
panies of the Conglomerate and controlled

They cross-held stocks of com-

the board of directors of the Insurance and
Hualon Textile Company. They used gar-
bage assets, which were over-mortgaged
and over-evaluated, to get loans from the
Insurance. Since the Insurance was con-
trolled by the Weng s family, employees
in the loan department couldn’ t really
perform their impartial function to scru-
tinize the loan applications. Eventually,
Weng' s family embezzled 7 billion NT
dollars (i.e. 233 million US dollars) from
the Insurance. Prosecutor Yu indicted 16
defendants including the abovementioned
4 brothers, directors and managers of the
Insurance and Hualon Textile Company,
and loan department employees of the
Insurance in June, 2005. Director Mr. Xiao
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Shin-Ming ( # # K ) and ex-president Mr.
Zhang Zhen-Song ( ’RE#R ) of the Insurance

were indicted. Director Mr. Weng De-Ming
and general manager Mr. Liang Qing-Xiong
(%71 ) of Hualon Textile Company ( 2 [£
%A\ ) were indicted. Prosecutor Yu ac-
cused them for breach of trust and forgery

under the Criminal Law.



The extraordinary

Mr. Liang Qing-Xiong
Photofffom Novembeé!

The Taipei District Court received the case
on June 21, 2005 and assigned it to the
designated judge on the same day. Pur-
suant to the Criminal Procedure Law, the
designated judge shall conduct pretrial
proceedings to confirm prosecutor s in-
dictment, defendants’ arguments, and
the evidence needed investigated in trial
dates. However, this designated judge only
summoned 13 pretrial hearings from June
21, 2005 to September 3, 2012. Within

the long-preparing seven years, Mr. Ye

deferred Trial
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Zong-Xian (EX% ), Mr. Weng Yi-Ming ($—
%), Mr. Chen Dong-Chen ( BR3®3E ), and Mr.
Xiao Shin-Ming ( ## & ) passed away while
waiting for trial. The designated judge also
issued want warrants for Mr. Weng You-
Ming (% & # ) and Mr. Weng De-Ming ( &
£ $#8 ) on September 27, 2007; and for
Mr. Zhang Zhen-Song (3R 812 ) on July 25,
2011. Nevertheless, the case never went
on trial during the pending seven years.



Court Room 12
Photo from editors

On September 3, 2012, a new designated
judge was promoted to Taiwan High Court.
The new judge was determined to finish
the case. Therefore, he intensively sched-
uled 28 pretrial proceedings and 25 trial
dates which subpoenaed 18 witnesses.

In the trial, five employees in the loan de-
partment of the Insurance and one assets
assessor Mr. Zhang Shi-Ru (&t ) plead-
ed guilty; whereas the main defendants,
Mr. Weng Da-Ming ( £ X8 ) and Mr. Liang
Qing-Xiong ( /A% ), pleaded not guilty.

Defense counsel of Mr. Weng Da-Ming
even utilized scorched earth policy by
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arguing the admissibility of investigation
statements made by Mrs. Huang Shou-Mei
(&% 3%), the manager of loan department
of the Insurance. The court intensively
held 25 pretrial hearings in three months
to examine all the recording tapes of in-
vestigation procedure of Mrs. Huang Shou-
Mei. Although defendants tried their best
to delay the trial, the court closed the case
on January 8, 2015, and scheduled to an-
nounce the judgment on May 8, 2015.



At the closing argument, Prosecutor Mrs.
Chang An-Chen ( 3k & & ) condemned the
main defendants, especially the Weng' s
family, for ignoring interest of the share-
holders of the Insurance and the Conglom-
erate, disobeying the principal of Corporate
Governance, indulging their greed harvest-
ed from public fund, and for finally crashing
the Insurance. Prosecutor Chang therefore
asked the court to sentence Mr. Weng Da-
Ming (8A%8) to 12 years’
Mr. Liang Qing-Xiong ( 251 ) to 10 years’

incarceration,

incarceration, and Mr. Hong Wen-Long ( #
X BE )to 2 years’ incarceration. Other
defendants who pleaded guilty should be
sentenced based on their wrongdoings

and attitude after committing crimes.

On March 6, 2015, just two months before
sentencing, Mr. Weng Da-Ming was found

dead in sauna chamber at home.

Had his deferred strategy work or not?
This may only be answered by God.

On May 8, 2015, the district court sen-
tenced Mr. Liang Qing-Xiong to 5 years’
incarceration, Mrs. Huang Shou-Mei ( & &
%) and her colleagues in the loan depart-
ment to 1.6 to 2 years’
Zhang Shi-Ru (&t %) to 10 month incar-

ceration, and Mr. Hong Wen-Long to 1 year

incarceration, Mr.

incarceration. The court dismissed the
case against Mr. Weng Da-Ming, Mr. Weng
Yi-Ming ( 5 — # ), Mr. Ye Zong-Xian ( E ==
%), and Mr. Xiao Shin-Ming ( ## K ) due to
their death before sentencing. Mr. Weng
You-Ming ( &%## ), Mr. Weng De-Ming ( &1&
# ) and Mr. Zhang Zhen-Song (5RE#2) are

still on the court’ s wanted list as of today.

The case is now pending in Taiwan High

Court.
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The Consequences

As Hualon Textile Company ( ZERE## AR ) fallen, the In-
surance shared the same fate to be withdrawn from pub-
lic listing in 2003. With too much non-performing loan,

the financial status of the Insurance was deteriorating.
However, it never rains but pours.

In 2006, the President of the Insurance, Mr. Weng Yi-
Ming, passed away. His too-young-to-be-experienced
daughter, Ms. Weng Shi-Chia inherited the president posi-
tion. Unable to rescue the Insurance, she soon resigned
and the former president of the Control Yuan, Mr. Chen
Lu-An took over the position in 2008. At the time the net
value of the Insurance was minus 18.5 billion NT dollars
(i.e. minus 0.6 billion US dollars)’. Mr. Chen aggressively
invested in the stock market with an intention to leverage
profit for the Insurance. Unfortunately, the global finan-
cial crisis in 2008 crumbled stock markets around the

world and worsened the debt of the Insurance.

1 See http://www.wealth.com.tw/article_in.aspx?nid=537
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On August 4, 2009, the Financial Supervi-
sory Commission announced to take over
the Insurance. At this time, the net value
of the Insurance was minus 57.9 billion NT
dollars (i.e. minus 1.93 billion US dollars).
The Insurance was the first insurance com-
pany ever taken over by the government in
40 years.

In 2012, Transglobe Life Insurance Compa-
ny (2XAFMREAR ) bid for the Insurance
and won. Untill then, the net value of the
Insurance was minus 75.3 billion NT dol-
lars (i.e. minus 2.51 billion US dollars).
The Taiwan Insurance Guarantee Fund had
to pay 88 billion and 368 million NT dollars
(i.e. 2 billion and 946 million US dollars) to
the bidder.

Weng' s family business empire ended
up to be taxpayers’ nightmare. And yet,
no one from the Weng' s family was pun-

ished for whatever was deserved.
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QUOTE FRO

Yu Xiu-Duan

M

PROSECUTOR

When I investigated this case, the
most difficult breakthrough was to
prove the evaluation reports made
by some defendants were incorrect
and improper. At the time, we didn’t
have expert examiners on real estate
evaluation; therefore, I had to go
through real estate information and
even on-site check to satisfy my burden
of proof. Now, with the assistance
from expert examiners on real estate
evaluation, I believed it would be a
lot easier for prosecutors to prove
the illegality. I also felt struggled

when deciding to indict employees
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in the financial company, for I could
sympathize their vulnerability when
receiving illegal loan orders from
the boss. However, I overcame my
sympathy to indict them to show the
society an example. At last, I never
read newspapers when I investigated

a crime to avoid unnecessary influence

from the press.
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