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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take 
no responsibility for the contents of this announcement, make no representation as to its accuracy or 
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in 
reliance upon the whole or any part of the contents of this announcement.
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(incorporated in the Cayman Islands with limited liability)

(Stock Code: 8195)

INSIDE INFORMATION
MAJOR FINDINGS OF THE INVESTIGATION

AND
CONTINUED SUSPENSION OF TRADING

This announcement is made by Legendary Group Limited (the “Company”, together with its subsidiaries 
as the “Group”) pursuant to the provisions of inside information under Part XIVA of the Securities and 
Futures Ordinance (Chapter 571 of the laws of Hong Kong) and Rule 17.10 of the Rules Governing the 
Listing of Securities on the GEM (the “GEM Listing Rules”) of The Stock Exchange of Hong Kong 
Limited (the “Stock Exchange”).

References are made to (i) the Company’s announcements dated 19 October 2021, 1 November 2021 and 
3 November 2021 in relation to, among others, the winding up petition made against the Company; and 
(ii) the Company’s announcement dated 26 November 2021 in relation to, among others, the formation 
of the investigation committee.

BACKGROUND

On 12 November 2021, the board (the “Board”) of directors (the “Directors”) of the Company resolved 
to form an investigation committee (the “Investigation Committee”), comprising Mr. Law Wing 
Chung, non-executive Director, Mr. Chung Chin Kwan and Mr. Chung Kwok Pan, both independent 
non-executive Directors. The purposes of forming the Investigation Committee include, among other 
things, investigating and reporting on various matters concerning the allegations (the “Allegations”) as 
raised in the winding up petition (the “Petition”) filed by Ninotre Investment Limited and Xiao Qingmin 
(collectively, the “Petitioners”) and other relevant matters included in the judgment of HCCW 72 of 
2019 handed down by the Honourable Mr. Justice Harris (the “Judgment”).
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On 7 December 2021, the parties in the Petition reached a settlement and filed a joint application to the 
Court for dismissing the Petition. On 13 December 2021, the Honourable Madam Justice Linda Chan 
of the Court of First Instance of the High Court of Hong Kong ordered that the Petition be dismissed. 
Nevertheless, the Board considered that it is worthwhile to have an investigation on the matters raised in 
the Petition and the Judgment in order to enhance corporate governance of the Company.

In this respect, BT Corporate Governance Limited (the “Independent Consultant”) has been appointed 
to conduct an independent investigation on the matters as raised in the Petition and the Judgment (the 
“Investigation”). The purpose of this announcement is to provide the shareholders of the Company 
(the “Shareholders”) with a summary of the major findings of the Investigation and the views of the 
Investigation Committee and the Board.

SUMMARY OF MAJOR FINDINGS OF THE INVESTIGATION

Based on the investigation report issued by the Independent Consultant on 7 June 2022 (the 
“Investigation Report”), the major findings of the Investigation are as follows:

1. Alleged fraud involving the acquisition of Red 5 Studios Inc. (“Red 5 Studios”)

(i) The Company’s acquisition of Red 5 Studios was completed in June 2016. In October 2016, 
the Company was notified by the director of Red 5 Studios that “Firefall” would not be able 
to be launched as planned in the People’s Republic of China (“PRC”) in second half of 2016, 
and the updated timetable would require further discussion with System Link Corporation 
Limited (“System Link”), the exclusive operator of “Firefall” in the PRC. The delay in 
the launch of “Firefall” was discovered by the Company, when a request for the financial 
information of Red 5 Studios was made by the Company for the purpose of preparing the 
quarterly financial reports.

(ii) Prior to the Company entering into the sale and purchase agreement dated 28 April 2016 (the 
“S&P Agreement”), the then Directors had engaged various professional parties to conduct 
relevant due diligence work on Red 5 Studios, including an independent valuation firm (the 
“Valuer”) to perform financial due diligence and valuation of Red 5 Studios and a law firm 
to perform legal due diligence regarding Red 5 Studios and the vendors’ guarantor, The9 
Limited.

(iii) According to the relevant board minutes, the former Board had reviewed the cash flow 
forecast with its assumptions prepared by Red 5 Studios as well as the business valuation 
report and valuation worksheet prepared by the Valuer. However, the Independent Consultant 
observed that there was a lack of supporting evidence of the due diligence work performed 
by the former Board during the investment decision-making process to merit the investment 
in Red 5 Studios.

(iv) The former Board was seen to have, at the material time, over-relied on the assessment and 
due diligence work performed by the professional parties and the representations made by 
Red 5 Studios.
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(v) During the process of the Investigation, the Independent Consultant did not note any 
conclusive evidence of management override of controls, non-compliance or fraudulent 
transactions.

2. Alleged fraudulent share placement and share options in 2016

(i) On 12 July 2016, the Company notified the Stock Exchange in writing that, for the purpose of 
its announcement of the 2016 first quarterly (“1Q2016”) results, the black-out period started 
on 13 July 2016 and ended on 12 August 2016.

(ii) On 22 July 2016, the then Directors held a board meeting to approve the granting of 2 billion 
options to 10 grantees (the “Share Options”). Since the grant of the Share Options was 
within the black-out period, it was in breach of the GEM Listing Rule 23.05.

(iii) As disclosed in the regulatory announcement published by the Stock Exchange dated 11 
December 2018, the GEM Listing Committee censured (a) the Company for its breaches 
of GEM Listing Rules 23.05, 23.06A, 17.27A, 17.27B, 17.56 (2) and 6A.23 (1); (b) certain 
former Directors for breach of GEM Listing Rules 5.01 (1), (2) and (6), 5.20 (1) and their 
directors’ undertakings to use their best endeavours to procure the Company to comply with 
the GEM Listing Rules and comply with the GEM Listing Rules by themselves to their best 
ability.

(iv) During the process of the Investigation, the Independent Consultant did not note any 
conclusive evidence of management override of controls or fraudulent transactions.

3. Allegation of the former Board’s frustration of attempts by the minority Shareholders to 
convene a shareholders’ extraordinary general meeting

(i) The Independent Consultant has conducted interviews with the relevant responsible personnel 
of the Company. According to their representations, the Company was not aware of any 
complaints from any minority Shareholders who were prohibited from entering into the venue 
for the extraordinary general meeting held on 15 November 2016 (the “EGM”), until it was 
informed that the Stock Exchange had received such complaint.

(ii) According to the relevant responsible personnel of the Company, the EGM was convened in 
good order without interruption. Instead, they suspected that the complaints might come from 
those Shareholders who arrived late and hence could not attend the EGM.

(iii) During the process of the Investigation, the Independent Consultant did not note any 
conclusive evidence of management override of controls, non-compliance or fraudulent 
transactions.
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4. Allegation of the reconstitution of the former Board on 6 June 2019 following the presentation 
of the petition on 7 March 2019 with an intention to frustrate the petition

(i) The Petitioner alleged that, following the service of the Petition in March 2019, Strong Light 
Investments Limited and Flying Mortgage Limited (collectively as the “Respondents”) 
appointed nominees to the former Board to facilitate their control of the Company. Mr. Wong 
Kwan Mo and his spouse, Ms. Lau Lan Ying (collectively as the “Wongs”) caused their 
nominee directors to join the former Board to create a false impression that the Company 
had purged itself of its former tainted directors and replaced them with other directors. The 
Petitioners stated that Mr. Ng Ka Ho (“Mr. Ng”) and Mr. Ma Chi Ming (“Mr. Ma”) resigned 
on 6 June 2019, and, on the same day, Mr. Lau Chun, Kavan (“Mr. Lau”) and Ms. Wang 
Tsz Yue (“Ms. Wang”) were appointed as new executive directors of the Company. The 
Petitioners alleged that Mr. Lau and Ms. Wang were the Wongs’ nominees.

(ii) Having reviewed the employment letters of Mr. Lau and Ms. Wang, the Company first 
appointed Mr. Lau as an executive Director on 16 May 2018 and Ms. Wang as an executive 
Director on 5 March 2019. Both appointments took place earlier than the resignation of Mr. 
Ng and Mr. Ma as executive Directors with effect from 7 May 2019. The appointments of 
Mr. Lau and Ms. Wang were not on the same day of Mr. Ng’s and Mr. Ma’s resignations as 
alleged in the Petition.

(iii) Before the appointments of Mr. Lau and Ms. Wang as executive Directors, the Company had 
gone through proper recruitment and assessment procedures in respect of their respective 
working experiences and qualifications.

(iv) During the process of the Investigation, the Independent Consultant did not note any 
conclusive evidence of management override of controls, non-compliance or fraudulent 
transactions.

5. Other matters included in the Judgment

(a) Alleged wrongful acquisition of Wealth Power Group Ltd. (“Wealth Power”)

(i) According to the Company’s internal loan approval policy, the loan balance should not 
be higher than 80% of the value of the collateral.

(ii) During the process of the Investigation, an internal control deficiency was detected as 
the loan of HK$29 million granted to Wong Yat Tung was higher than 80% of the value 
of the collateral as required by the Company’s internal loan approval policy.

(iii) In determining the value of the collateral, the Company over-relied on the valuation 
reports prepared by the independent valuer.

(iv) During the process of the Investigation, the Independent Consultant did not note any 
conclusive evidence of non-compliance or fraudulent transactions.



- 5 -

(b) Alleged related party loans

(i) The Petitioners alleged that certain loans provided to Wong Yat Tung and Chen Nannan 
(collectively as the “Alleged Borrowers”) by the Company did not appear to be in the 
best interests of the Company. Based on the review of the relevant loan documents, the 
Independent Consultant did not see that the interest rate of the alleged loans differed 
substantially from the interest rate of the loans offered to other borrowers. Thus, it was 
not seen as offering the alleged loans with favourable terms against the best interests of 
the Company.

(ii) The Company performed customer due diligence to understand the Alleged Borrowers’ 
financial background. It also requested the Alleged Borrowers to provide independent 
declaration to confirm their independence from the Company prior to the grant of the 
alleged loans.

(iii) It is observed that the Company omitted to perform background search on the Alleged 
Borrowers and the pledged assets prior to the grant of the alleged loans.

(iv) Furthermore, the Independent Consultant observed certain other areas for improvement 
from the internal control perspective, particularly the assessment procedures in respect 
of the borrowers’ creditworthiness and the value of the collaterals provided by the 
borrowers.

6. Involvement of the members of the current Board

(i) With reference to the chronology of the relevant events, the Independent Consultant observed 
that the matters concerning the Allegations took place before the appointments of all 
members of the current Board.

(ii) Further, during the course of the Investigation, the Independent Consultant did not note any 
evidence showing or indicating that any members of the current Board were involved in any 
matters concerning the Allegations.
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RECOMMENDATIONS FROM THE INDEPENDENT CONSULTANT

In response to the major internal control deficiencies identified during the Investigation, the Independent 
Consultant has made the following recommendations (the “Recommendations”) to the Independent 
Committee:

1. The Company should ensure that a comprehensive business due diligence is conducted for mergers 
and acquisitions. A business due diligence checklist should be established to ensure that all the 
key information, such as ownership and organization, assets and operations, key financial ratios 
and future growth potential, of the target company has been collected and analyzed, and all the 
relevant documents are collected and inspected, before any investment decision can be made by 
the Company. All relevant documents and records should be properly maintained to demonstrate 
that all relevant information has been carefully studied and considered by the Company. Further, 
a business due diligence report should be prepared and submitted to the Board for reference and 
discussion before its approval of the relevant investments.

2. The Company should review all relevant financial information and financial forecast provided to 
it carefully and make further enquiries, where necessary, in order to understand the basis of the 
financial forecast prepared by the target company before making an investment decision. Evidence 
of management review of the financial information and financial forecast should be properly 
maintained. Minutes of relevant physical meetings and/or telephone, video conferences of the 
board/management should be properly documented.

3. The Company should review all relevant due diligence reports prepared by professional parties to 
ensure that all identified or potential legally related issues have been carefully considered, and all 
relevant reviews and analyses should be properly documented and maintained for future reference. 
Also, minutes of relevant physical meetings and/or telephone, video conferences of the board/
management should be properly documented.

4. A compliance committee should be set up to oversee the regulatory compliance with all relevant 
rules and regulations applicable to the Company, including but not limited to the GEM Listing 
Rules, the Securities and Futures Ordinance, and the Companies Ordinance, etc. A GEM Listing 
Rule compliance checklist in relation to options issue and share placement should be established.

5. The Company should exercise due and reasonable care, skill and diligence, during the process of 
performing credit assessment of borrowers to protect the interests of the Company. When a loan 
amount is higher than certain level of the collateral value as restricted under the internal loan 
approval policies, further approvals from, at least, two directors are required before granting of the 
loan.

6. The Company should ensure appropriate background check on borrowers have been conducted as 
part of the Company’s overall assessment on the independence of borrowers.

The Independent Consultant recommends the Company to review its internal control system to identify 
deficiencies and to implement the Recommendations in order to prevent the recurrence of similar 
incidents in future.
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VIEWS OF THE INVESTIGATION COMMITTEE AND THE BOARD

The Investigation Committee has carefully considered the key findings of the Investigation Report and 
formed the following views:

1. The Independent Consultant is properly qualified and has the relevant credentials and experience 
in conducting the independent investigation on the matters concerning the Allegations.

2. The scope of work performed by the Independent Consultant (including but not limited to 
interview/discussion with relevant responsible personnel and management, reviewing relevant 
documents and correspondence, performing independent research on the issues) is appropriate and 
adequate to investigate the matters concerning the Allegations.

3. There were certain internal control deficiencies in the Group, including but not limited to (i) the 
incomplete documentation of the relevant results of the due diligence; (ii) the absence of written 
evidence of scrutiny and analysis of the financial forecast of the acquisition target; and (iii) the 
non-compliance with the GEM Listing Rules relating to grant of share options during the black-out 
period and relevant disclosure requirement.

4. In order to avoid recurrence of similar incidents in future, the Board should strengthen the internal 
control system of the Company with reference to the Recommendations.

The Board concurs with the Independent Committee’s views that, among others, the Group’s internal 
control was not properly implemented during the material times of the matters concerning the 
Allegations. The Group has adopted and will continue to implement the Recommendations on an 
ongoing basis so as to further strengthen its internal control system. The Board is of the view that the 
matters concerning the Allegations no longer affect the Group’s business operation going forward.

CONTINUED SUSPENSION OF TRADING

Trading in the Shares on the Stock Exchange has been suspended with effect from 9:00 a.m. on 19 
October 2021. Pending fulfilment of the resumption guidance as set out by the Stock Exchange as 
stated in the announcement of the Company dated 23 November 2021, trading in the Shares will 
remain suspended until further notice. The Company will make further announcement(s) as and when 
appropriate.

By order of the Board
Legendary Group Limited

Yuen Yu Sum
Chairman and executive Director

Hong Kong, 7 June 2022
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As at the date of this announcement, the Board comprises two executive Directors, namely, Mr. Yuen 
Yu Sum (Chairman) and Mr. Chan Lap Jin Kevin; one non-executive Director, namely, Mr. Law Wing 
Chung; and five independent non-executive Directors, namely, Mr. Chung Chin Kwan, Mr. Chan Kim 
Fai Eddie, Mr. Ng Chi Ho Dennis, Mr. Chung Kwok Pan and Mr. Leung Kai Cheong Kenneth.

This announcement, for which the Directors collectively and individually accept full responsibility, 
includes particulars given in compliance with the GEM Listing Rules for the purpose of giving 
information with regard to the Company. The Directors, having made all reasonable enquiries, confirm 
that to the best of their knowledge and belief, the information contained in this announcement is 
accurate and complete in all material respects and not misleading or deceptive, and there are no other 
matters the omission of which would make any statement herein or this announcement misleading.

This announcement will remain on the “Latest Company Announcements” page of the GEM website at 
http://www.hkgem.com for at least 7 days from the date of its posting and on the website of the Company 
at http://www.legendarygp.com.


