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MICHAEL LIU

 1      (Alhambra, California; Wednesday, October 5, 2016,
  

 2                          10:12 a.m.)
  

 3
  

 4            THE VIDEOGRAPHER:  Good morning.  My name is
  

 5   Alex Loverde.  I'm a videographer associated with
  

 6   Barkley Court Reporters, Los Angeles.  The date today is
  

 7   October 5th, 2016; and the time is 10:12 a.m.
  

 8            This deposition is taking place at the law
  

 9   office of Steven Scandura in the matter of Securities
  

10   and Exchange Commission versus Steve Chen, et al.  The
  

11   case number is CV-15-07425 JGK (GJSx).  And this is the
  

12   videotaped deposition of Michael Liu taken on behalf of
  

13   the defendant.
  

14            Will the counsels for both parties please
  

15   identify themselves.
  

16            MS. WANG:  Fanxi Wang of Bird Marella on behalf
  

17   of Defendant Steve Chen.
  

18            MR. MILLER:  Douglas Miller with the SEC on
  

19   behalf of the SEC.
  

20            MR. SCANDURA:  Steve Scandura specially
  

21   appearing for the witness.
  

22            THE VIDEOGRAPHER:  Thank you very much.
  

23            Will the court reporter please swear in the
  

24   witness.
  

25            DEPOSITION OFFICER:  You do solemnly state that

6
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MICHAEL LIU

 1   you will truly and accurately translate in this matter
  

 2   from English to Mandarin and from Mandarin to English to
  

 3   the best of your ability, so help you God?
  

 4            THE INTERPRETER:  Yes.  Yes, I do.
  

 5            DEPOSITION OFFICER:  Raise your right hand,
  

 6   please.
  

 7            You do solemnly state that the evidence you
  

 8   shall give in this matter shall be the truth, the whole
  

 9   truth, and nothing but the truth, so help you God?
  

10            THE WITNESS:  Yes.
  

11
  

12                          EXAMINATION
  

13
  

14   BY MS. WANG:
  

15        Q.  Good morning, Mr. Liu.
  

16        A.  Good morning.
  

17        Q.  Do you -- sorry.  I got to get used to this.
  

18            MR. SCANDURA:  Keep going.  I just left
  

19   something in the other room.
  

20   BY MS. WANG:
  

21        Q.  Do you understand that you are under oath to
  

22   tell the truth today?
  

23        A.  Yes, I understand.
  

24        Q.  Is there any reason that you cannot give your
  

25   best and most accurate testimony today?
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MICHAEL LIU

 1   China's Anti-Oppression Society.  I believe I've known
  

 2   her for over ten years by then.  I cannot recall very
  

 3   clearly.
  

 4   BY MS. WANG:
  

 5        Q.  Do you know if -- at the time she invited you
  

 6   to USFIA, if she was a member or distributor of USFIA?
  

 7        A.  I don't know.  At the time I did not know.
  

 8        Q.  How about sitting here today?
  

 9        A.  Now I know.
  

10        Q.  So was she?
  

11        A.  She was already.
  

12        Q.  And did she tell you at the time whether she
  

13   would receive a bonus or commission if you became a
  

14   member of USFIA?
  

15        A.  At the time she didn't tell me that.  She first
  

16   asked me to go attend the meeting.  And during the
  

17   meeting, Steve Chen and also other lecturers -- they
  

18   presented a system on the big screen through the
  

19   projector.  They showed us a compensation system.
  

20   That's when I realized.
  

21        Q.  Okay.  So let's go back to that time where you
  

22   first went to dinner at USFIA.
  

23            After dinner was there a presentation of some
  

24   kind?
  

25        A.  After dinner I was brought into a conference

23
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MICHAEL LIU

 1   Another person, Jie Cui, was also making a presentation.
  

 2   So several people:  Jie Cui, Kevin Xiao, Wei Wang.
  

 3            Also, some other people -- they all talked
  

 4   about something.  Steve Chen also talked about things.
  

 5   Steve Chen every Tuesday would make a presentation
  

 6   very -- a full presentation for over an hour.  He would
  

 7   talk about the company.  He would talk about the vision
  

 8   of the company.  He would talk about for maybe an hour.
  

 9        Q.  So at that initial presentation after the
  

10   dinner, do you remember specifically anything that Steve
  

11   Chen said?
  

12        A.  I cannot recall clearly.
  

13        Q.  What about Wang Wei?  What specifically -- do
  

14   you remember what specifically he/she said at that
  

15   initial presentation?
  

16        A.  They were just describing the company,
  

17   describing the future of the company.  However, I cannot
  

18   recall the specifics of their presentation at this time.
  

19   All the presentations made by these various people were
  

20   pretty much talking about the same thing.  They were
  

21   just talking about it from different perspective.
  

22        Q.  Okay.  Was someone by the name of Leonard
  

23   Johnson there?
  

24        A.  American -- African-American?
  

25        Q.  Yeah.

25
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MICHAEL LIU

 1   and exchanged some greetings with me and pleasantries
  

 2   with me.  And she shake -- he shake my hand.  He brought
  

 3   food over to me and coffee.  And he was patting my
  

 4   shoulders and said that he was very happy to see me.
  

 5   Very happy to see me again.  And he asked me to come
  

 6   over whenever I have time to have food.
  

 7            He also asked me whether my wife was doing
  

 8   well; how come I did not bring my wife along with me.
  

 9   He was asking me about my son; how come did I not bring
  

10   my son with me.  How is my daughter; how come I did not
  

11   bring my daughter with me.
  

12            I wanted to go to the restroom.  He showed me
  

13   to the door of the restroom.
  

14            So overall he was very enthusiastic, very
  

15   hospitable.
  

16        Q.  So my question was, actually, Did Jason Ning
  

17   speak during the presentation?
  

18        A.  He did not.
  

19        Q.  Okay.  Again, focusing on that initial
  

20   presentation.  I know you just said that you don't
  

21   really remember what else was said.
  

22            But let me ask you, do you remember if anyone
  

23   said anything about USFIA having an initial public
  

24   offering?
  

25        A.  Yes.
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MICHAEL LIU

 1        Q.  And I know there may be some translation issues
  

 2   here, but when -- first of all, do you remember who said
  

 3   that USFIA would have an initial public offering?
  

 4        A.  Kevin Xiao, Wei Wang, and Steve Chen -- they
  

 5   all talked about it because at the time that was a
  

 6   selling point.  They were talking about it very -- with
  

 7   a lot of excitement.  And they were saying that the
  

 8   company will go public.  That was one of the factors
  

 9   that attracted us.
  

10        Q.  Okay.  And did they specifically mention that
  

11   the USFIA stock would be offered to the public?
  

12        A.  Yes.
  

13        Q.  And that is at that initial presentation?
  

14        A.  The first time, yes.
  

15        Q.  Okay.  And at that initial presentation again,
  

16   was there any mention of buying units in USFIA?
  

17        A.  Yes.
  

18        Q.  And what is your understanding of what a unit
  

19   is?
  

20        A.  At the time when Steve Chen talked about it and
  

21   including other people -- when other people were talking
  

22   about it, they very clearly said that the units meant
  

23   for the original shares of the company.  And the
  

24   original shares of the company would multiply by many
  

25   times once the company went public.
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MICHAEL LIU

 1        Q.  Is that -- is that -- that statement that you
  

 2   just said, is that something that people said at the
  

 3   presentation; or is that something that you believed?
  

 4            MR. MILLER:  Objection.  Vague.
  

 5            THE WITNESS:  It was discussed.  They talk
  

 6   about it.
  

 7   BY MS. WANG:
  

 8        Q.  And did you believe that when you heard it?
  

 9        A.  In the beginning, half believing it, half
  

10   doubting it.  Afterwards, each time when I went there,
  

11   particularly during the large conferences and also
  

12   during each Tuesday, Steve Chen would talk on the global
  

13   consultation committee.  And these people kept on
  

14   talking, kept on talking about this.  Then I believed
  

15   it.
  

16            MS. WANG:  Okay.  Ling, are you okay?
  

17            THE INTERPRETER:  Yeah, I'm fine.
  

18   BY MS. WANG:
  

19        Q.  Okay.  So again, at that initial presentation
  

20   did someone say how much each unit in USFIA would cost?
  

21        A.  They said that one could spend ten -- a hundred
  

22   thousand dollars -- okay.  One could spend $10,000 to
  

23   purchase 100,000 units.
  

24        Q.  So that would be ten units a dollar?
  

25        A.  That's correct.

29

Exhibit 9 Page 228

Case 2:15-cv-07425-RGK-PLA   Document 121-9   Filed 10/26/16   Page 8 of 55   Page ID
 #:3525

IrwinMa
Highlight



MICHAEL LIU

 1        Q.  Do you remember who specifically said this at
  

 2   the initial presentation?
  

 3        A.  Kevin Xiao, the lecturer, was talking about it.
  

 4   He was the lecturer.
  

 5        Q.  Okay.  And did Kevin or anyone else during that
  

 6   initial presentation say anything about how the units
  

 7   would increase in value?
  

 8        A.  He said that this unit would double about every
  

 9   two month, and after that it would double every two
  

10   month.  All the way until the company goes public.  They
  

11   predicted that the -- they precalculated that by the
  

12   time the company went public, that unit would multiply
  

13   up to 64 times.
  

14        Q.  Okay.  And did they -- did anyone during that
  

15   initial presentation say when they anticipated the IPO
  

16   to take place?
  

17        A.  They did not say the specific time.
  

18        Q.  And did you at that time believe that the units
  

19   would increase 64 times in value before the IPO?
  

20        A.  In the beginning, half believing it, half
  

21   doubting it.  However, at the end I believed it.  After
  

22   many times of going over there, after many times of
  

23   going to the big conference, because everybody was
  

24   talking about this like that, I got excited.  I become
  

25   excited about it, and I believed it.
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MICHAEL LIU

 1        Q.  During that initial presentation, did Kevin or
  

 2   anyone say how much units would increase in value after
  

 3   the IPO?
  

 4        A.  During the first initial meeting, no.
  

 5        Q.  Okay.  Was there any mention of amber during
  

 6   that initial meeting?
  

 7        A.  Yes.
  

 8        Q.  What was said?
  

 9        A.  They said that the ambers came from Dominican
  

10   Republic.  They said that there were many different
  

11   types of ambers.  The other types of ambers were not
  

12   good.  Only the ambers from the Dominican Republics were
  

13   the best, and they are not comparable.
  

14            And the Dominican Republic ambers were already
  

15   monopolized by USFIA.  They already bought over
  

16   70 percent of the entire Dominican Republic ambers --
  

17   mines.  After they bought the amber mines, they were
  

18   able to monopolize the resource.  Therefore, if you want
  

19   to buy these nice, high-quality ambers, you can -- one
  

20   can only purchase that from USFIA.  If one were to
  

21   purchase it from other sources, it would not be the good
  

22   quality ambers.
  

23            They also took me to see their ambers.  They
  

24   told me how good -- how good they are.
  

25        Q.  Do you remember who specifically said these

31

Exhibit 9 Page 230

Case 2:15-cv-07425-RGK-PLA   Document 121-9   Filed 10/26/16   Page 10 of 55   Page ID
 #:3527

IrwinMa
Highlight



MICHAEL LIU

 1        Q.  What about at any other time?
  

 2        A.  Later on, after I start to suspect about this,
  

 3   I start to ask around.
  

 4        Q.  Okay.  We can go back to that later.
  

 5            All right.  Let's go back to that initial
  

 6   presentation at USFIA.  Did anyone during that meeting
  

 7   say anything about investors buying amber or receiving
  

 8   amber?
  

 9        A.  Yes.
  

10        Q.  What was said?
  

11        A.  They said that as long as we put in $10,000 and
  

12   to purchase the hundred thousand units of the company,
  

13   the company would gift us -- in the beginning they said
  

14   they would give us -- gift us $3,000 worth of the
  

15   ambers.  Later they said it will be a -- a reward.  It
  

16   would be a reward of $7,000 value of ambers.
  

17            So during that period of time, what they were
  

18   basically saying is that with $10,000 investment, we can
  

19   get a hundred thousand units of the company.  And we
  

20   will get the reward of ambers worth $7,000.  It was not
  

21   to purchase the ambers.
  

22        Q.  Did anyone say anything about amber potentially
  

23   increasing in value?
  

24        A.  Yes.
  

25        Q.  What did they say?

35

Exhibit 9 Page 231

Case 2:15-cv-07425-RGK-PLA   Document 121-9   Filed 10/26/16   Page 11 of 55   Page ID
 #:3528

IrwinMa
Highlight



MICHAEL LIU

 1   reward for the relative who were introduced by relatives
  

 2   who were introduced by me.  Because they were in China,
  

 3   so I accepted the check for them.  My brother was one of
  

 4   them.  Also, my sister.  Also, my mother.
  

 5        Q.  So the check was intended for your relatives
  

 6   because they had recruited other people to USFIA?
  

 7        A.  Because my relatives were in China and my
  

 8   relatives asked me to accept the check for them.
  

 9        Q.  But the check was a reward to your relatives
  

10   for recruiting?
  

11        A.  That's correct.
  

12        Q.  Did you ever make any speeches to investors or
  

13   members or distributors at USFIA conferences?
  

14        A.  I did not say anything about any other topics.
  

15   I was just talking about the University of California.
  

16            MS. WANG:  Los Angeles?
  

17            THE INTERPRETER:  Los Angeles.  I'm sorry.
  

18            THE WITNESS:  I made speeches about University
  

19   of Los Angeles.
  

20   BY MS. WANG:
  

21        Q.  So other than the topic about the University of
  

22   Los Angeles, you've never made any speeches of other
  

23   aspects of USFIA's business?
  

24        A.  That's correct.
  

25        Q.  So what did you say when you made speeches
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MICHAEL LIU

 1   about the University of Los Angeles?
  

 2        A.  Just that USFIA, Steve Chen, appointed me to
  

 3   prepare and to start up the University of Los Angeles.
  

 4   And University of Los Angeles was intended to become a
  

 5   organization that would provide training to the members
  

 6   and to provide training for the relatives and the family
  

 7   members and provide knowledge of ambers and other
  

 8   knowledges.  That's pretty much it.
  

 9        Q.  So was the University of Los Angeles designed
  

10   to educate people only about amber or other subjects as
  

11   well?
  

12        A.  Also other trainings and education.
  

13        Q.  Like what?
  

14        A.  They were planning to do it in steps.  In the
  

15   beginning they would establish a amber major, and later
  

16   they would add other majors.
  

17        Q.  Okay.  So, Mr. Liu, I see you've been holding
  

18   up what looks like two pamphlets.
  

19        A.  That's correct.
  

20        Q.  Are they materials that you picked up from the
  

21   initial presentation at USFIA?
  

22        A.  That's correct.
  

23        Q.  And I'm just -- I just have -- I think they've
  

24   been marked as exhibits in prior depositions, but let me
  

25   just double-check.
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MICHAEL LIU

 1            I have what's been previously marked as
  

 2   Exhibit 224.
  

 3        A.  Yes, yes.  It's the same document.
  

 4        Q.  Okay.  So I don't need the -- and what about --
  

 5   this has been previously marked as Exhibit 225.
  

 6        A.  That's correct.  That's correct.
  

 7            MR. MILLER:  What's that number?
  

 8            MS. WANG:  225.
  

 9            THE WITNESS:  Yes.
  

10   BY MS. WANG:
  

11        Q.  Great.  When you got them at the initial
  

12   meeting at USFIA, did you read through these materials?
  

13        A.  Yes.
  

14        Q.  Did you believe what was said in these
  

15   materials?
  

16            MR. MILLER:  Objection.  Asked and answered.
  

17            MS. WANG:  I'm sorry.  You can go ahead.
  

18            THE WITNESS:  Okay.  Since I already answered
  

19   it, I wouldn't answer it again.
  

20   BY MS. WANG:
  

21        Q.  His objection was just for the record.  You can
  

22   answer.
  

23        A.  I respect my attorney's opinion.  I respect his
  

24   opinion.
  

25            MR. MILLER:  It is just for the record, and you
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MICHAEL LIU

 1   BY MS. WANG:
  

 2        Q.  Okay.
  

 3        A.  Because -- because Cui was -- Cui, Star were
  

 4   the uplines -- uplines higher up.  Star was the highest
  

 5   upline, and Cui was the downline of Star.  However, all
  

 6   these people were the upline of -- the uplines of us.
  

 7   Therefore, they came to answer some of our questions.
  

 8        Q.  Was Steve Chen there at this second
  

 9   presentation?
  

10        A.  Yes.
  

11        Q.  Did he say anything to you?
  

12        A.  I asked him.  He answered some questions.
  

13        Q.  What questions did Steve Chen specifically
  

14   answer for you?
  

15        A.  I asked him approximately when the company will
  

16   go public.  He said that they were actively preparing
  

17   for it.  By the end of the year, meaning, next year,
  

18   2014 -- before the end of the year, for sure the company
  

19   will go public.
  

20            Then I asked, "Is it really going to be that
  

21   great of a future after the company went public?"
  

22            He said, "No problem because we already
  

23   purchased the mine.  We already monopolized the mine.
  

24   And we owned the price-setting ability for the Dominican
  

25   Republic's ambers, meaning that the price for the amber
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MICHAEL LIU

 1   from Dominican Republic and also how much the selling
  

 2   price would be, would be determined by our company."
  

 3        Q.  Okay.  So other than what you just told us
  

 4   about, did Steve say anything else to you at this second
  

 5   presentation?
  

 6        A.  I cannot recall clearly.
  

 7        Q.  So who said all the things that you just
  

 8   mentioned about Steve Chen having lots of background and
  

 9   political support?
  

10        A.  It was at the time when they were showing us
  

11   the video.  They were talking about the background of
  

12   the company.  There was a video about it, and he was
  

13   talking about that they -- U.S.-China Political
  

14   Consultation Association.  And they also talked about
  

15   the USFIA company.  They were talking about the two
  

16   together.  They talked about Steve Chen on the video.
  

17   So Steve Chen's video was on the video.
  

18            And the lecturer was pointing at the video.  It
  

19   was Kevin Xiao who was making the presentation in the
  

20   very beginning.  From the very beginning it -- I
  

21   initially heard it from Kevin Xiao.  He talked a lot
  

22   about these things.  He said that he was previously the
  

23   secretary of Chen Yun.
  

24            THE INTERPRETER:  C-h-e-n Y-u-n.
  

25            THE WITNESS:  Chen Yun was at the time the
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MICHAEL LIU

 1   is Deng Xiaoping.
  

 2            THE INTERPRETER:  D-n-g [sic] X-i-a-o-p-i-n-g.
  

 3            THE WITNESS:  Under Deng Xiaoping it was Chen
  

 4   Yun.  He -- he at some point had the position of the
  

 5   standing committee member of the Chinese Communist Party
  

 6   committee and also the vice premier of the Chinese
  

 7   council and also the secretary of the discipline and
  

 8   examination committee and also the chairman of the
  

 9   Chinese central government consultation committee.
  

10            MS. WANG:  I know you're having a rough time
  

11   translating all these bureaucratic agencies in China.
  

12   BY MS. WANG:
  

13        Q.  So -- okay.
  

14            Was there any mention at this second
  

15   presentation about a connection between Steve Chen and
  

16   China Unicom?
  

17        A.  Yes, yes.
  

18        Q.  What was said?
  

19        A.  They said that Steve Chen was a person -- or
  

20   was a principal or a person responsible at China Unicom.
  

21   It was him who did the work for helping the company to
  

22   go public in the United States.
  

23        Q.  Anything else?
  

24        A.  I cannot recall the specific details.
  

25        Q.  Okay.  Was there anything else discussed at

67

Exhibit 9 Page 237

Case 2:15-cv-07425-RGK-PLA   Document 121-9   Filed 10/26/16   Page 17 of 55   Page ID
 #:3534

IrwinMa
Highlight



MICHAEL LIU

 1        A.  I felt that, first of all, U.S. government
  

 2   supported this company.  And second thing is that this
  

 3   company owned such wonderful mines in Dominican Republic
  

 4   for ambers.  The third thing is that the company was
  

 5   going to go public since, with all these conditions,
  

 6   only idiots who would -- that would refuse to join the
  

 7   company.
  

 8            However, I believed that I was not an idiot; so
  

 9   I joined the company.  Now it seems like I am a idiot.
  

10        Q.  I wouldn't say that.
  

11            And earlier this morning I believe you
  

12   testified that Steve Chen would make a presentation
  

13   every Tuesday for over an hour; is that correct?
  

14        A.  That's correct.
  

15        Q.  How many of these Tuesday presentations did you
  

16   attend yourself?
  

17        A.  I cannot recall the specific times.
  

18        Q.  Was it more than 10 times?
  

19        A.  I believe so.
  

20        Q.  More than 20 times?
  

21        A.  I cannot recall clearly.
  

22        Q.  Were these Tuesday presentations by Steve
  

23   Chen -- were they made to potential investors?
  

24        A.  No.  It's to all the people.  It's called the
  

25   global consultation committee meeting.  The people who
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 1   can be used for when they join the company.
  

 2        Q.  Okay.  Do you know if any of your relatives
  

 3   then referred other people to invest in USFIA?
  

 4        A.  Yes.
  

 5        Q.  And you mentioned the check for around $40,000
  

 6   that you received on their behalf.  Is that money that
  

 7   they received from USFIA for referring other members?
  

 8        A.  That's correct.
  

 9        Q.  Do you know how the reward for referring other
  

10   members is calculated?
  

11        A.  I do.
  

12        Q.  Can you tell me.
  

13        A.  The bonus system was given to us right away
  

14   when we went to the company.  One is called referral
  

15   bonus.  The referral bonus was 10 -- 10 percent.  For
  

16   example, if you referred someone who invested $10,000,
  

17   then you can get $1,000.  The second type of bonus is
  

18   called mutual help bonus.  That's different from the
  

19   referral bonus.
  

20            And they have five different levels:  A, B, C,
  

21   D, E.  As -- as -- the more you refer to join the
  

22   company and the more these people invest into the
  

23   company, you will get more money -- more percentage in
  

24   the category of mutual help bonus.  For example, if you
  

25   invest $10,000, you can get 12 percent.  You can only
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 1   get this when the second person was referred in.
  

 2   Meaning, Kevin Xiao draw a -- draw a plan for us at the
  

 3   time.
  

 4            For example, I put in $10,000.  And this is me.
  

 5   And I referred my daughter; and she put in $10,000.  And
  

 6   I referred my wife; and she put $10,000.  So I get
  

 7   $10,000 for referring my daughter; and I get another
  

 8   1,000 for referring my wife.
  

 9            THE INTERPRETER:  Hold on.  I think I said
  

10   1,000, not 10,000.
  

11            THE WITNESS:  I refer my daughter; so I get
  

12   1,000.
  

13            THE INTERPRETER:  Interpreter's correction.
  

14            THE WITNESS:  So I get 1,000 for referring my
  

15   daughter; and I get another 1,000 for referring my wife.
  

16            So my daughter and my wife would be considered
  

17   as mutually helping each other.  Then I get another
  

18   1200.  This is called 1200 mutually -- mutual help
  

19   bonus.  The first 1,000, second 1,000 is called referral
  

20   bonus.
  

21            Then they also said there were leadership
  

22   bonus.  So the leadership bonus -- here it says to
  

23   directly push the higher level mutual help bonuses.  I
  

24   really don't understand what it mean at the time.  But,
  

25   however, either way, they said there was this one type
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 1   of bonus which is called leadership bonus.  Very high
  

 2   leadership bonus.
  

 3            And also, a static bonus.  Static -- static
  

 4   bonus means that even if you don't do anything, the
  

 5   company would bring out 8 percent of the global
  

 6   performance; and so each person would get a little bit
  

 7   of bonus; so in the end you can get 1.5 times of the
  

 8   money back.
  

 9            For example, I invested $10,000; however, I did
  

10   not refer anybody.  I can still get a bonus each month.
  

11   So in the end I can get 15,000 back.  So -- so this type
  

12   of bonus system is very attractive.  Meaning that I gave
  

13   you $10,000 and after that I don't do anything, I can
  

14   get 10,000 -- I mean, I can get a hundred thousand
  

15   units.  Then I can get $7,000 worth of ambers.  And in
  

16   the end I can get $15,000 cash; and I don't need to do
  

17   anything.
  

18            However, in actuality, they did not gave us
  

19   that.
  

20            And there is also management salary.  This was
  

21   to be given to the people who had referred a lot of
  

22   people.  So they will be getting this bonus on a monthly
  

23   basis.  They state that 20,000 to a hundred thousand
  

24   dollars of monthly bonus.  However, these bonuses were
  

25   not given out.
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 1            And also, there were repetitive consumption
  

 2   bonus, meaning that I refer somebody.  If that person
  

 3   bought more, they -- according to their rules, in order
  

 4   to keep the status, you have to keep on buying the
  

 5   units.  If you keep on buying the units, the -- for
  

 6   example, I bought another $1,000 this month.  The
  

 7   company would take $100 out of this $1,000 to give to
  

 8   the person above me.
  

 9            There is also vacation bonus.  They would
  

10   organize these members to go on a trip together.  For
  

11   example, to go to the Singapore, Malaysia, and Thailand
  

12   tour.  For example, to go to the North American happy
  

13   trip -- happiness trip.  And, for example, to go to the
  

14   ten country Europe luxurious tour.
  

15            And after that it would be real estate reward.
  

16   They would gave out a very luxurious mansion, or they
  

17   would reward people with a quota -- with -- with the
  

18   spot for investment immigration.  So the rule was that
  

19   as long as one can -- did continue for 12 cycle and if
  

20   their self -- excuse me -- if their mutual help bonus
  

21   can reach a hundred thousand U.S. dollars for each
  

22   cycle, so they would get the reward of a mansion on the
  

23   white deer --
  

24            MS. WANG:  Quail -- I believe the translation
  

25   is Quail Ranch.
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 1            THE WITNESS:  -- the Quail Ranch that will be
  

 2   worth 1 million U.S. dollars.  And if we don't want the
  

 3   Quail Ranch, they can give us as reward the real estate
  

 4   property with similar value that the company owns in
  

 5   Los Angeles.  Or it can be given out by $500,000 cash.
  

 6   No.  Excuse me.  By 500,000 -- $500,000 value property,
  

 7   plus a investment immigration spot that will be worth
  

 8   580,000 U.S. dollars.
  

 9            And this bonus system was not printed on
  

10   paper -- this bonus system was not only printed on
  

11   paper.  It was also displayed on their Web site.  As
  

12   soon as one enters their Web site, they would be able to
  

13   see this bonus system.  And every time when there were
  

14   new people going over there, they would project this
  

15   compensation system on the screen; and their lecturer
  

16   would explain this to people.
  

17            MS. WANG:  Okay.  So --
  

18            MR. SCANDURA:  Hold on.  Let me just say one
  

19   thing.
  

20            The property in Moreno Valley is -- the English
  

21   name is Quail Ranch.  The Chinese name is white deer.
  

22   That's the difference.  It's not a translation.
  

23            MS. WANG:  Actually, I think it's white bird.
  

24   It's not --
  

25            MR. SCANDURA:  I thought it was white deer.

79

Exhibit 9 Page 243

Case 2:15-cv-07425-RGK-PLA   Document 121-9   Filed 10/26/16   Page 23 of 55   Page ID
 #:3540

IrwinMa
Highlight



MICHAEL LIU

 1            (Whereupon the document referred to is marked
  

 2   by the reporter as Defense Exhibit 245 for
  

 3   identification.)
  

 4            MS. WANG:  Can we actually have all the
  

 5   responsive documents copies made so that we can go
  

 6   through them?
  

 7            MR. SCANDURA:  Yeah, yeah.
  

 8            MS. WANG:  Can you put a sticker --
  

 9            MR. SCANDURA:  Food is here.
  

10            MS. WANG:  Yeah.  I just have a couple more
  

11   questions on this topic.  Then we can break.
  

12            Okay.  So just for the record, 245 is a
  

13   document in Chinese that the witness has just been
  

14   referring to during that testimony about the bonus
  

15   structure.  And it's titled "Bonus Structure" or "Bonus
  

16   Procedure."
  

17            So --
  

18            MR. MILLER:  245?
  

19            MS. WANG:  245, yeah.
  

20            So you can get a copy after they make copies.
  

21            MR. MILLER:  Okay.
  

22   BY MS. WANG:
  

23        Q.  So other than the $3200 that you transferred to
  

24   a relative and the check for around $40,000 that you
  

25   received on behalf of your relatives in China, did you
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 1   USFIA, did Steve Chen or anyone else say anything to you
  

 2   about the process of converting units into common stock
  

 3   after the IPO?
  

 4        A.  Yes.
  

 5        Q.  What did they say to you on the topic of
  

 6   converting units to common stock?
  

 7        A.  He said that when the company goes public,
  

 8   these units will all be converted into the regular
  

 9   shares.
  

10        Q.  Okay.  And did they say how many units into how
  

11   many shares of common stock?  Trying to get at the
  

12   conversion rate.
  

13        A.  He didn't say that.  I didn't hear it.
  

14        Q.  When you personally invested $10,000, did you
  

15   receive any amber in addition to receiving a hundred
  

16   thousand units?
  

17        A.  Yes.
  

18        Q.  And did you bring that amber you received in
  

19   exchange for the $10,000 with you today?
  

20        A.  Yes, yes.
  

21        Q.  And that's being photocopied; right?
  

22            MR. SCANDURA:  The ambers?  Was she
  

23   photocopying the amber too?
  

24            MS. WANG:  I think she may be taking pictures
  

25   rather than photocopying.
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 1            THE WITNESS:  Yeah, it's being photoed right
  

 2   now.
  

 3   BY MS. WANG:
  

 4        Q.  Okay.  So what did anyone at USFIA tell you
  

 5   about the amber that you received as part of your
  

 6   initial investment?
  

 7        A.  They said that these ambers were rewards to me.
  

 8   As long as I pay 10,000 -- as long as I purchased units
  

 9   for one -- for $10,000 amount of money, they would
  

10   reward us.  They would gift us ambers with value which
  

11   would value $7,000.
  

12        Q.  Okay.  So they said that the amber you received
  

13   was worth $7,000 at the time you received it?
  

14        A.  Yes.
  

15        Q.  Did you ever take that amber that you received
  

16   as your initial investment to anyone to get appraised to
  

17   determine its value?
  

18        A.  At the time, no.
  

19        Q.  What about afterwards?
  

20        A.  Afterwards, yes.
  

21        Q.  When and where did you take it to get
  

22   appraised?
  

23        A.  Before I was about to sue Steve Chen, I tried
  

24   to find some friends to look at the ambers.  I also
  

25   asked my daughter to go on eBay to look at the prices of
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 1   anyone to that company.  I have also told them -- or
  

 2   tried to persuade them to get their money out of there.
  

 3        Q.  And this all happened before you first heard
  

 4   the phrase "GemCoin"?
  

 5        A.  Before, yes.
  

 6        Q.  So how did you first become aware of GemCoin?
  

 7        A.  I also heard it from other people.  Maybe my
  

 8   upline or -- or their members, they said it -- they
  

 9   mentioned about it.
  

10        Q.  What did they tell you about it?
  

11        A.  They said that the units that we had before was
  

12   changed to GemCoins.
  

13        Q.  And did they tell you what GemCoin was?
  

14        A.  GemCoins was to be a currency.  It was a
  

15   virtual currency.
  

16        Q.  Did they tell you any other details about how
  

17   units would be converted to GemCoin?
  

18        A.  They said that the company did it for them.
  

19   The company would automatically convert it for members
  

20   and that the members did not have to do anything.  The
  

21   previous units will be directly converted into GemCoins
  

22   of the equal -- of equal value -- value.
  

23        Q.  Do you remember the names of any of these
  

24   people who told you about GemCoin?
  

25        A.  Ming Cheng told me about it before.
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 1   you.
  

 2            What about --
  

 3        A.  This is the downlines of mine, the people that
  

 4   I recommended that I recruited and also the people that
  

 5   they recruited.  This is a list of names and also their
  

 6   ID numbers.  It's all contained in here.
  

 7        Q.  So -- so this is Page 9 of Exhibit 247, list of
  

 8   the downlines?
  

 9        A.  That's correct.  All of my downlines, whether
  

10   they were the people that I directly recommended,
  

11   relatives, or the people that were recommended by my
  

12   relatives.  All of these peoples are contained in here,
  

13   including their ID and their names.
  

14        Q.  What about next page, Page 10?  The same?
  

15        A.  All these pages are the same.  These four pages
  

16   are --
  

17        Q.  Okay.
  

18        A.  -- the same type of information.
  

19        Q.  All right.  So what about --
  

20        A.  You can take a look at this name list, and you
  

21   will be able to find out how many people I had under my
  

22   downline.
  

23        Q.  Okay.  So I'm now looking at Page 13 of
  

24   Exhibit 247.  What is this page?
  

25        A.  I believe this is some materials from the
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 1        A.  This was later.  I cannot remember who gave it
  

 2   to me.  Maybe it was Ming Cheng --
  

 3            THE INTERPRETER:  M-i-n-g C-h-e-n-g.
  

 4            THE WITNESS:  -- after the conversion to the
  

 5   GemCoins.  I cannot remember the specific time.
  

 6   BY MS. WANG:
  

 7        Q.  Okay.  But to your recollection, another person
  

 8   gave these materials to you rather than you going to
  

 9   USFIA's offices and picking them up yourself?
  

10        A.  It was not me who went to get it.
  

11        Q.  Did you read through these materials when you
  

12   got them?
  

13        A.  I looked at it.
  

14            My English was not good, so I read the Chinese
  

15   version.
  

16        Q.  Did you invest more money in USFIA after
  

17   reading these materials?
  

18        A.  No.
  

19        Q.  Okay.  I think that -- so while you were a
  

20   member at USFIA, were you involved in any EB-5 projects?
  

21        A.  Yes.
  

22        Q.  And can you tell us what kind of projects you
  

23   were involved in.
  

24        A.  This was called the White Bird Mansion
  

25   Investment Immigration Project.  And at the time Steve
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 1   Chen said that there would be five prison retrofit
  

 2   projects in Riverside.
  

 3        Q.  Anything else?
  

 4        A.  Mainly just these.  Prison retrofit and -- and
  

 5   the White Bird Mansion project.
  

 6        Q.  And what exactly did you do with respect to
  

 7   these EB-5 projects?
  

 8        A.  I introduced my younger sister, younger brother
  

 9   to join.
  

10        Q.  Did they end up participating in these --
  

11        A.  My younger sister did.  My younger brother
  

12   signed a contract as well.  And my younger sister,
  

13   younger brother also referred other relatives.  Some of
  

14   them also signed a contract.
  

15        Q.  Is the sister you mentioned who participated in
  

16   the project Liu Yan Wang [phonetic]?
  

17        A.  Yinghua Liu was my sister.  Yes.  Yinghua Liu.
  

18            I also has a younger brother.  His name is
  

19   Y-i-n M-i-n-g.  Last name L-i-u.  He also participated.
  

20        Q.  Did your younger sister, Yinghua Liu, invest
  

21   into money into this EB-5 project?
  

22        A.  Yes.
  

23        Q.  How much?
  

24        A.  A total of 290,000 U.S. dollars.
  

25        Q.  Is that separate from her investment in USFIA?
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 1            I just need to tell someone when I can talk to
  

 2   them.
  

 3            MR. MILLER:  Probably 40 minutes after that.
  

 4            MR. SCANDURA:  Thanks.
  

 5            THE VIDEOGRAPHER:  Counsel, there is about five
  

 6   minutes left of tape.
  

 7            MS. WANG:  Okay.  Why don't we change it.
  

 8            THE VIDEOGRAPHER:  We're off the record at
  

 9   5:38 p.m.
  

10               (A recess is taken.)
  

11            THE VIDEOGRAPHER:  We are back on the record at
  

12   5:47 p.m.
  

13            MS. WANG:  Mr. Liu, before the break we were
  

14   talking about your sister's investment in an EB-5
  

15   project.
  

16            Let's mark this Exhibit 258.
  

17            (Whereupon the document referred to is marked
  

18   by the reporter as Defense Exhibit 258 for
  

19   identification.)
  

20   BY MS. WANG:
  

21        Q.  It looks like the English version and Chinese
  

22   version of a contract between your sister and USFIA for
  

23   the EB-5 investment; is that correct?
  

24        A.  Yes.
  

25        Q.  And you, yourself, also signed this contract?
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 1        A.  Yes.
  

 2        Q.  And did your sister end up receiving a Green
  

 3   Card as a result of her EB-5 investment?
  

 4        A.  No.
  

 5        Q.  Why not?
  

 6        A.  Because later on we discovered that it was --
  

 7   this was a scam.  I told my sister that -- not to do
  

 8   this anymore.
  

 9        Q.  Did your sister get her investment of a little
  

10   over $280,000 back?
  

11        A.  No.
  

12        Q.  And your sister lives in China right now?
  

13        A.  Yes.
  

14        Q.  Is the minimum -- are you -- do you have any
  

15   understanding as to the minimum requirement for
  

16   receiving a Green Card under the EB-5 project being
  

17   $500,000?
  

18        A.  Yes.
  

19        Q.  But your sister never invested $500,000 in
  

20   USFIA; correct?
  

21        A.  That's correct.
  

22            MS. WANG:  Okay.  And let's mark as the next
  

23   one 259, please.
  

24   ///
  

25   ///
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 1            (Whereupon the document referred to is marked
  

 2   by the reporter as Defense Exhibit 259 for
  

 3   identification.)
  

 4   BY MS. WANG:
  

 5        Q.  Mr. Liu, this -- these -- Exhibit 259 appears
  

 6   to be a collection of brochures or marketing materials
  

 7   regarding the Quail Ranch EB-5 project that you just
  

 8   mentioned; is that correct?
  

 9        A.  That's correct.
  

10        Q.  Where did you get these materials from?
  

11        A.  It was printed out from a Web site that
  

12   belonged to USFIA.
  

13        Q.  Did you print them out yourself?
  

14        A.  Yes.  I printed out from their Web site.
  

15        Q.  Do you remember when you printed them out?
  

16        A.  I cannot recall clearly.
  

17        Q.  Was it before your sister signed this EB-5
  

18   contract, Exhibit 258, which is dated January 25, 2014?
  

19        A.  Before.
  

20        Q.  And after you printed out these materials, did
  

21   you give them to anyone?
  

22        A.  Yes.
  

23        Q.  Who did you give them to?
  

24        A.  I give to my sister -- younger sister, younger
  

25   brother.  Also, my friend.  Several friends.
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 1   says, Invest $500,000 to renovate six prisons; and after
  

 2   receiving the Green Card, the company will return the
  

 3   $500,000 to the investor.
  

 4        A.  That's correct.
  

 5        Q.  And did you believe that was a real project at
  

 6   the time you sent this document to family and friends?
  

 7        A.  Yes.
  

 8        Q.  What about the fourth project, which is the
  

 9   Quail Ranch project?
  

10        A.  I also believed that it's true, it's real.
  

11        Q.  So what happened, if anything, to make you
  

12   doubt that any of these projects were real?
  

13        A.  Because I asked Steve Chen, "When can you bring
  

14   me to see the six-prison retrofit project?"
  

15            He kept on delaying it every day.  And from
  

16   today, delay it till the next day; the next day, delay
  

17   it to the day after.
  

18            He just always kept on saying, "It's almost
  

19   there.  It's almost there."
  

20            However, he never took me there to see; or he
  

21   didn't tell me any specific details.
  

22            In the end I asked him, "How come that would be
  

23   the case?"
  

24            And he said, "Oh, just wait."  He said, "Just
  

25   wait."  He said, "If it doesn't work, why don't you just
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 1   do other things?  You can just invest your money
  

 2   directly into our USFIA."
  

 3            So my friend, Xuanlin Huang -- after he
  

 4   invested $560,000, I asked Lee -- Steve Chen again
  

 5   whether we can do it for him right away.  Steve Chen
  

 6   still kept on delaying it every day.  He delayed it for
  

 7   a long time.
  

 8            Then I started to wonder -- I started to
  

 9   realize that this -- there is problems.  So I realized
  

10   that it's possible that it's a scam.
  

11            I just told every -- all friends of mine that,
  

12   "This project is a scam.  Don't do it anymore."
  

13            Whoever I sent this letter to, I told all of
  

14   them not to do it anymore.
  

15            And also, for the people who had already made
  

16   investments, I told them, "Don't do it anymore.  Hurry
  

17   up and try to figure out a way."
  

18            You can imagine my sister had already wired
  

19   over $280,000.  I told her not to wire more money.  Juan
  

20   Wu wired over about $300,000.  I told her not to wire
  

21   any more.  "Stop it right away."
  

22        Q.  So approximately when did this happen?  When
  

23   did you tell the people you sent this to, to not do this
  

24   anymore?
  

25        A.  It was when I discovered it was a scam.  I
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 1        Q.  Please tell us what he said to you about his
  

 2   involvement in Unicom before you invested.
  

 3        A.  He said that he was the person responsible for
  

 4   bringing Unicom to public in the United States.  Through
  

 5   his effort China Unicom was able to go public in the
  

 6   United States.
  

 7        Q.  Did what he said to you give you the impression
  

 8   that he played a significant role in taking that company
  

 9   public in the United States?
  

10        A.  Yes.
  

11        Q.  Was it your impression from what he told you
  

12   that he actually worked for Unicom?
  

13        A.  Yes.
  

14        Q.  Did you have any conversations with Mr. Chen,
  

15   Steve Chen, about the EB-5 program we've talked a little
  

16   bit about today before you decided to invest in the
  

17   company, USFIA?
  

18        A.  Yes.
  

19        Q.  Okay.  Can you please explain what you remember
  

20   those conversations with Steve Chen being about.
  

21        A.  Steve Chen said that they have done investment
  

22   immigration for many years and that they had a Quail
  

23   Ranch, that they have always been doing investment
  

24   immigration.  He also arranged for his nephew, Mr. Zhao,
  

25   and also arranged other people to take me to go see the
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 1   Quail Ranch blueprint of the buildings.
  

 2            They draw the blueprint for many, many
  

 3   mansions.  And there was a room -- there was a separate
  

 4   large room.  And in the large -- large room it showcased
  

 5   the ranch -- Quail Ranch investment projects, including
  

 6   the large -- the large photo -- a large construction
  

 7   blueprint for the Quail Ranch.  And on there, a -- it
  

 8   had a lot of large mansions.
  

 9        Q.  Based on what Mr. Steve Chen told you before
  

10   you decided to invest in USFIA about the EB-5 program,
  

11   we'll call it, did you believe that it had -- that the
  

12   EB-5 program he mentioned had attained the proper
  

13   certification and authorization under U.S. laws?
  

14        A.  Yes.
  

15        Q.  And did you believe that the citizenship and
  

16   other benefits that Steve Chen told you about -- well,
  

17   let me back that up.
  

18            Did -- was one of the things that Steve Chen
  

19   mentioned about the EB-5 program the fact that
  

20   citizenship could be given to someone if they met the
  

21   requirements of investing in that program?
  

22            THE INTERPRETER:  Citizenship, you're saying?
  

23   Or permanent residence?
  

24            MR. MILLER:  Citizenship.  That's what I'm
  

25   saying.
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 1            THE INTERPRETER:  U.S. citizenship?
  

 2            MR. MILLER:  Yeah.
  

 3            THE WITNESS:  First, the one has to get the
  

 4   Green Card first.  And after one can -- after one
  

 5   obtains the Green Card, then they'll get the citizenship
  

 6   later.  The first step to get the Green Card.
  

 7   BY MR. MILLER:
  

 8        Q.  Thank you.
  

 9            And was that -- those steps that you just
  

10   described, were those steps that Steve Chen explained to
  

11   you before you decided to invest in USFIA?
  

12        A.  Yes.
  

13        Q.  And did you believe that if the investor met
  

14   the requirements that Steve Chen talked about, they
  

15   would be able to obtain their Green Card?
  

16        A.  That's correct.
  

17        Q.  I understand that you did not invest in the
  

18   EB-5 program yourself; but I want to ask you, Was the
  

19   fact that this EB-5 program was one of the things that
  

20   USFIA was involved in something you considered as
  

21   increasing the value of USFIA overall?
  

22        A.  That's correct.
  

23        Q.  Is it fair to say that this program that Steve
  

24   Chen mentioned to you about EB-5 made you believe that
  

25   USFIA was a -- or was going to be a profitable
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 1   investment?
  

 2        A.  Yes.
  

 3        Q.  Okay.  You also talked about amber mines during
  

 4   your testimony; and I want to know, Was that something
  

 5   that Steve Chen talked to you about before you decided
  

 6   to invest in USFIA?
  

 7        A.  Yes.
  

 8        Q.  I believe your testimony was that --
  

 9            MR. MILLER:  Again, this is more for context.
  

10   Not to say that this is exactly what the witness said
  

11   previously but just to orient him.
  

12   BY MR. MILLER:
  

13        Q.  But I believe you talked about a 70 percent
  

14   ownership in amber mines in the Dominican Republic, or
  

15   words to that effect.
  

16            Do you recall that testimony?
  

17        A.  Yes.
  

18        Q.  Can you please explain what Steve Chen told you
  

19   about USFIA's ownership in Dom -- in amber mines in the
  

20   Dominican Republic before you invested.
  

21        A.  He said that Dominican Republic's ambers were
  

22   the best ambers in the entire world, and the mines over
  

23   there for ambers were already -- the majority of the
  

24   mines of ambers were purchased by his company already.
  

25   So he then owned the price-setting rights to the
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 1   Dominican Republic's ambers.  He said that the ambers
  

 2   pricing would go up very quickly.  He also said that in
  

 3   the chaotic era, people tend to buy gold; and that in a
  

 4   peaceful and orderly society, people buy jewelries and
  

 5   gems.  And among the gems, ambers were the one -- were
  

 6   the one -- was the one that has the most potential for
  

 7   appreciation.
  

 8        Q.  I see.
  

 9            Now, I believe your testimony was that your
  

10   understanding was that if you invested in USFIA by
  

11   buying units, that you would be given a gift of amber.
  

12            Is that a fair explanation of your earlier
  

13   testimony?
  

14        A.  That's correct.
  

15        Q.  With that in mind, were you still -- or did you
  

16   still consider USFIA's ownership of, let's say,
  

17   70 percent of the amber mines in the Dominican Republic
  

18   to be one of the assets of USFIA that made it a
  

19   profitable investment?
  

20        A.  Yes.
  

21        Q.  Explain why you believed the U.S. -- that
  

22   USFIA's ownership of amber mines in the Dominican
  

23   Republic made your -- made an investment in USFIA likely
  

24   to be a profitable one.
  

25        A.  Because Steve Chen said that the amber mines in

178

Exhibit 9 Page 260

Case 2:15-cv-07425-RGK-PLA   Document 121-9   Filed 10/26/16   Page 40 of 55   Page ID
 #:3557

IrwinMa
Highlight



MICHAEL LIU

 1   the Dominican Republic already purchased -- majority of
  

 2   them had already been purchased by them, and there were
  

 3   no other similar types of mines in other places other
  

 4   than Dominican Republic.  That means that he was able
  

 5   to -- he would be able to monopolize this resource.  And
  

 6   anything, when it's rare and hard to find, would be
  

 7   valuable; so the ambers that came out of that particular
  

 8   location or country would appreciate very quickly.
  

 9   Therefore, there would be lots of profit.  And the
  

10   stocks of this company -- the units of this company
  

11   would appreciate very quickly.
  

12        Q.  Understood.
  

13            Now, Steve Chen gave you that impression about
  

14   why the ownership of amber mines -- amber mines would be
  

15   profitable for USFIA, just to be clear.
  

16        A.  That's correct.
  

17        Q.  I want to show you what's been previously
  

18   marked as Exhibit 221.  This is one of the pages in that
  

19   exhibit.  I believe it's Page 12.  Let me see.
  

20            Actually, I was wrong.  It's Page 7.
  

21            I'm going to ask you to look at Page 7 of this
  

22   exhibit and tell me if you recognize it.
  

23        A.  I do.
  

24        Q.  What is that?
  

25        A.  This is the showroom of the ambers at USFIA.
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 1   It is -- it was to showcase the Dominican Republic's
  

 2   amber of USFIA.
  

 3        Q.  Was the way in which the amber was presented in
  

 4   this showroom one of the factors that you considered in
  

 5   determining that amber was a valuable stone or gem or
  

 6   mineral?
  

 7        A.  Yes.
  

 8        Q.  Please explain why this room made you believe
  

 9   it was more valuable.
  

10        A.  First of all, the showroom was very luxurious;
  

11   and the ambers were put into the display cabinet with a
  

12   price tag on there.  And also, it also showed us a
  

13   video.  The video was describing -- describing about
  

14   USFIA's ownership over Dominican Republic's mines and
  

15   that the movie was shot very quality -- the videos.  And
  

16   the movie described about the Dominican Republic's
  

17   mines, and it described about the Dominican Republic's
  

18   workers working in the mine trying to mine the ambers.
  

19   They were showing the process of mining ambers.  And the
  

20   movies that's being shown in the showroom was describing
  

21   about the ambers, and that gave me a very good
  

22   impression.
  

23        Q.  You mentioned price tags.  What type -- if you
  

24   recall, what were the price tags on the amber displays
  

25   that you saw when you walked through the showroom, as --
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 1   for example?
  

 2        A.  These kind.  All of my ambers.  All of my
  

 3   ambers were --
  

 4            MS. WANG:  We haven't marked them yet.  I was
  

 5   going to ask you, actually.
  

 6            THE WITNESS:  -- were given to me from this
  

 7   showroom.
  

 8            MR. MILLER:  Just for the sake of clarity, I'd
  

 9   ask that he only give me one example because I'm going
  

10   to request to do something that's complicated.
  

11   BY MR. MILLER:
  

12        Q.  Just one example.
  

13        A.  So this was put over there, and the price tag
  

14   was placed next to it.
  

15        Q.  And for the --
  

16        A.  It says this one he also applied for the logo,
  

17   and it was a trademark for Dominican Republic's ambers.
  

18   So nobody can copy it.  And there are this numbers for
  

19   the -- there are serial numbers for the ambers.  Also, a
  

20   price tag.
  

21        Q.  Okay.  I'm going --
  

22        A.  So it made us believe it.
  

23            After, the ambers were taken a photo of and
  

24   they also put the serial number next to it.  There is
  

25   a -- another number next to it.  Also, the logo
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 1   I'm going to launch into -- what was the last exhibit
  

 2   number for the one that I just described on the record?
  

 3   What would --
  

 4            DEPOSITION OFFICER:  260.
  

 5            MR. MILLER:  260.
  

 6            Do you want that serial number?
  

 7            MS. WANG:  Yeah.
  

 8            MR. MILLER:  So Exhibit --
  

 9            MS. WANG:  The one we already -- you already
  

10   read it into the record.
  

11            MR. MILLER:  I did, but I didn't read the
  

12   exhibit number that was associated it.
  

13            MS. WANG:  Okay.
  

14            MR. MILLER:  So just for clarity, it's B4-0032.
  

15            And the next one we'll mark as Exhibit 261,
  

16   once again, are three items.  The first is a similar
  

17   card like the one I described earlier except this one
  

18   has the number A50390.  It has another piece of what
  

19   appears to be amber.  And this one has a price tag of
  

20   $6500.  That will be marked as 261 and placed back in
  

21   the plastic bag that the witness provided -- took it out
  

22   of.
  

23            Can we have the next.
  

24   ///
  

25   ///
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 1            (Whereupon the documents referred to are marked
  

 2   by the reporter as Plaintiff Exhibits 260 and 261 for
  

 3   identification.)
  

 4   BY MR. MILLER:
  

 5        Q.  Oh, and to be clear, is this also the next --
  

 6   Exhibit 261, is that also a piece -- the piece -- one of
  

 7   the pieces of amber you were given as a reward for
  

 8   investing in USFIA?
  

 9        A.  Yes.  It was given -- it was given as a gift to
  

10   me or my wife or my children.  My child.
  

11        Q.  I see.
  

12        A.  Because we got the ambers together for the
  

13   $30,000.  So buy $10,000.  So we would have the hundred
  

14   thousand dollar unit, and then also there will be ambers
  

15   as gift given to us.
  

16        Q.  Do you recall, based on your family's combined
  

17   investment in USFIA, how much amber you received as a
  

18   reward?  Not just for yourself but for your family?
  

19            THE INTERPRETER:  How much in dollar value?
  

20            MR. MILLER:  Dollar value or purported dollar
  

21   value.
  

22            THE WITNESS:  $21,000 worth of ambers.
  

23   BY MR. MILLER:
  

24        Q.  Okay.  And all of the amber we're going to look
  

25   at in a moment and the ones we've already looked at were
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 1   part of that $21,000 worth of amber you received?
  

 2        A.  They're also my mother's.  Also my sister's and
  

 3   my brother's.
  

 4        Q.  And so how much for your mother and your sister
  

 5   and your brothers in amber did you receive for their
  

 6   investment -- or did they receive?
  

 7        A.  My mother had $7,000 worth of ambers.  My
  

 8   younger brother also had $7,000 worth of ambers.  And my
  

 9   younger sister -- my sister had $7,000 worth of ambers
  

10   and also another $20,000 -- $20,000 worth of ambers.
  

11            MS. WANG:  Can I just clarify.  Is it two
  

12   different sisters or one sister?
  

13            THE WITNESS:  One of my sisters -- she paid
  

14   $10,000.  That's why she got $7,000 worth of ambers.
  

15   And when she put in the $230,000, additionally the
  

16   $20,000 worth of ambers were awarded to her.
  

17   BY MR. MILLER:
  

18        Q.  I see.
  

19            Now, I'm going to go through and do what I did
  

20   before.  But I just want to know, Are we looking at all
  

21   of the amber that you and your family members received
  

22   from USFIA, or is there some missing that we're not
  

23   going to be able to go through today?
  

24        A.  Yeah, some are missing.  Some I cannot find.
  

25            MR. MILLER:  Okay.  All right.  So let's start
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 1   this process.  The next thing I'm looking at, again, is
  

 2   a card that has the number EA0225.  This is going to be
  

 3   marked as Exhibit --
  

 4            MS. WANG:  -- 262.
  

 5            MR. MILLER:  262.
  

 6            It has what appears to be a price tag of $3,280
  

 7   and, again, what appears to be a piece of amber with it.
  

 8            Before we open the next one, give me a moment,
  

 9   please.
  

10            Okay.  The next item is 26 --
  

11            MS. WANG:  -- 3.
  

12            MR. MILLER:  -- 263.
  

13            The first is, again, a card.  It's marked
  

14   B4-005 [sic].  With it is, again, what appears to be a
  

15   piece of amber and a price tag for $800, which also has
  

16   the number B4-0005.
  

17            The next item I'll open on my own.
  

18            (Whereupon the documents referred to are marked
  

19   by the reporter as Plaintiff Exhibit 262 and 263 for
  

20   identification.)
  

21            MS. WANG:  264.
  

22            MR. MILLER:  It will be marked as Exhibit 264
  

23   and added to the record at a later time.  It has a card
  

24   that has the number B4-0057, a price tag of $263 written
  

25   on it, and the numbers B4-0057, and what appears to be a
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 1   piece of amber.
  

 2            The next item will be Exhibit 265.  The card
  

 3   has the number E as in echo, A as in alpha, 0203.
  

 4            The next item is a -- what appears to be a
  

 5   price tag.  It has the number $1500 written on it and
  

 6   then identification number EA, dash -- there's no dash.
  

 7   Excuse me -- EA0203 and what appears to be a piece of
  

 8   amber.
  

 9            (Whereupon the documents referred to are marked
  

10   by the reporter as Plaintiff Exhibits 264 and 265 for
  

11   identification.)
  

12            MS. WANG:  Can I get the little baggy for this.
  

13            MR. MILLER:  The next item will be
  

14   Exhibit 26 --
  

15            MS. WANG:  -- 6.
  

16            MR. MILLER:  -- 6.  This is another card with
  

17   the number EA0308, a price tag that also has the
  

18   number -- or the identification EA0308, and an amount of
  

19   $814, and what appears to be a piece of amber.
  

20            (Whereupon the document referred to is marked
  

21   by the reporter as Plaintiff Exhibit 266 for
  

22   identification.)
  

23            THE WITNESS:  I couldn't find the amber for
  

24   this one.
  

25            MR. SCANDURA:  That's a big loss.
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 1            THE WITNESS:  I have to go back and look more.
  

 2            MR. MILLER:  I understand.
  

 3            The next item is Exhibit 267.  And it has a
  

 4   card with the identification number A50295, what appears
  

 5   to be a price tag with the same identification number,
  

 6   A50295.  This one has an amount of $14,850 on it; but
  

 7   there is no amber in this exhibit that I can see.  And
  

 8   the witness has verified that.
  

 9            (Whereupon the document referred to is marked
  

10   by the reporter as Plaintiff Exhibit 267 for
  

11   identification.)
  

12   BY MR. MILLER:
  

13        Q.  You mentioned earlier in your testimony that
  

14   you recall that one of the functions -- that Steve Chen
  

15   displayed a large or what was purported to be the
  

16   largest piece of amber found in the Dominican Republic.
  

17            Do you recall that part of your testimony?
  

18        A.  Yes.
  

19        Q.  Do you recall -- before I get into that, did
  

20   you see the showroom that we talked about in Exhibit 221
  

21   before you made the decision to invest in USFIA?
  

22        A.  Yes.
  

23        Q.  Okay.  I'm going to ask you to look at -- this
  

24   is, again, Exhibit 221.  But this time we'll be looking
  

25   at a page number --
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 1        A.  Some.
  

 2        Q.  Do you recall which of the things -- we've
  

 3   already talked about some, but what are the things in
  

 4   the pamphlet that he talked about before you decided to
  

 5   invest?
  

 6        A.  For example -- for example, the ten large
  

 7   categories of projects.  For example, he talked about in
  

 8   terms of the policy type of category, that this type of
  

 9   projects would be able to correct the wrong -- wrongly
  

10   judged cases and to protect the members of their global
  

11   assets.  For example, they want to develop 3,000 change
  

12   doors throughout the entire world.  And they had a lot
  

13   of real estate in the United States.  In addition to the
  

14   Quail Ranch project, they had a lot of other lands.
  

15        Q.  Did he ever mention how much those other lands
  

16   were valued at that they had?
  

17        A.  He said that in Alhambra there was an apartment
  

18   building, and there was several dozens of houses or
  

19   units, and he said that he had a lot of lands in Rancho
  

20   Cucamonga.
  

21        Q.  Did Steve Chen ever tell you before you decided
  

22   to invest that the assets of USFIA were worth
  

23   $50 billion or -- $50 billion, or words to that effect?
  

24        A.  Yes.
  

25        Q.  Do you recall how he put it?
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 1        A.  He said that his company was very large and its
  

 2   asset exceeded 500 -- 50 billion U.S. dollars.
  

 3        Q.  I see.
  

 4            Did you believe, based on the markings on
  

 5   Exhibit 224 on the front page with the United States
  

 6   flag, that the United States was somehow sponsoring your
  

 7   investment in USFIA?
  

 8        A.  Yes.
  

 9        Q.  And did Steve Chen tell you that the United
  

10   States was in -- either sponsoring or supporting USFIA
  

11   as a company because of this -- well, did he say that
  

12   they were supporting USFIA?
  

13        A.  He said support USFIA.  He said U.S. government
  

14   supported this -- this company.
  

15        Q.  Was it financial support, or was it political
  

16   support, or something else?
  

17        A.  For political policy support.  To provide this
  

18   company many, many preferential policies.
  

19        Q.  I see.  When you made your investment in USFIA,
  

20   what did you think you were buying with your investment
  

21   money?
  

22        A.  Units.
  

23        Q.  Did you believe that those units would be part
  

24   ownership in the company, USFIA?
  

25        A.  Yes.
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 1   BY MR. MILLER:
  

 2        Q.  There came a time when the IPO --
  

 3            MR. SCANDURA:  There is some napkins right
  

 4   there too.
  

 5   BY MR. MILLER:
  

 6        Q.  -- or at least when you thought the IPO would
  

 7   take place, and it did not.
  

 8            Did Steve Chen or anyone else -- well, let's
  

 9   start with Steve Chen.  Did he ever give you any
  

10   explanation for why the IPO was either not taking place
  

11   or had been delayed?
  

12        A.  You're saying why the company -- company didn't
  

13   go public?
  

14        Q.  Yeah.  Did -- did Steve Chen ever offer an
  

15   explanation to you of why it did not -- the IPO did not
  

16   happen?
  

17        A.  I asked him when the company would go public.
  

18   He always tried to delay it.
  

19            He always say, "Oh, very soon.  Just wait."
  

20        Q.  Did he ever say why you needed to wait or why
  

21   it was taking longer than you might have expected?
  

22        A.  No.  I did not hear him explain directly.  I
  

23   did not hear him giving a direct explanation.
  

24        Q.  I understand.
  

25            Did Steve Chen -- this is now going back to
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 1   your deci -- before you decided to invest in USFIA.  Did
  

 2   he ever explain to you the bonus system that you talked
  

 3   about, I believe, with respect to Exhibit 245?
  

 4        A.  Yes.
  

 5        Q.  That was before you decided to invest?
  

 6        A.  Yes.
  

 7        Q.  Is it fair to say that the primary way for you
  

 8   to make money under this bonus system was bringing in
  

 9   new investors into the company?
  

10        A.  That's correct.
  

11        Q.  Did you know of any other way to make money
  

12   under this bonus system other than bringing in new
  

13   investors to the company?
  

14        A.  Just to refer new people to join the company
  

15   and to persuade them to join the company and encourage
  

16   them to get new people to come.  The more people that
  

17   they recruit, the bonuses will be -- the more bigger
  

18   bonus it will be.
  

19        Q.  And did you know -- from your vantage point,
  

20   did you know of USFIA -- strike that last one.
  

21            Do you know anyone else that -- I'll just --
  

22   oops.  This goes here.
  

23            MS. WANG:  The scones are delicious.
  

24            MR. SCANDURA:  I'm glad you like them.
  

25   ///
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 1              DEPOSITION OFFICER'S CERTIFICATE
  

 2   STATE OF CALIFORNIA   )
                         ) ss.

 3   COUNTY OF ALHAMBRA    )
  

 4
  

 5
  

 6            I, Theresa Phillips-Blackwell, hereby certify:
  

 7            I am a duly qualified Certified Shorthand
  

 8   Reporter in the State of California, holder of
  

 9   Certificate Number CSR 12700 issued by the Certified Court
  

10   Reporters' Board of California and which is in full
  

11   force and effect.  (Fed. R. Civ. P. 28(a)(1)).
  

12            I am authorized to administer oaths or
  

13   affirmations pursuant to California Code of Civil
  

14   Procedure, Section 2093(b) and prior to being examined,
  

15   the witness was first duly sworn by me.  (Fed. R. Civ.
  

16   P. 28(a)(a)).
  

17            I am not a relative or employee or attorney or
  

18   counsel of any of the parties, nor am I a relative or
  

19   employee of such attorney or counsel, nor am I
  

20   financially interested in this action.  (Fed. R. Civ. P.
  

21   28).
  

22            I am the deposition officer that
  

23   stenographically recorded the testimony in the foregoing
  

24   deposition and the foregoing transcript is a true record
  

25                             / / /
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 1   of the testimony given by the witness.  (Fed. R. Civ. P.
  

 2   30(f)(1)).
  

 3            Before completion of the deposition, review of
  

 4   the transcript [  ] was [ X ] was not requested.  If
  

 5   requested, any changes made by the deponent (and
  

 6   provided to the reporter) during the period allowed, are
  

 7   appended hereto.  (Fed. R. Civ. P. 30(e)).
  

 8
  

 9   Dated: October 13, 2016
  

10
  

11
  

12                          ______________________________
  

13
  

14
  

15
  

16
  

17
  

18
  

19
  

20
  

21
  

22
  

23
  

24
  

25
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