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I. INTRODUCTION

Def endants shoul d be detai ned because "no condition or
conmbi nati on of conditions will reasonably assure the appearance
of the person as required.” 18 U S.C. 8§ 3142(f). The evidence
in this case is sufficient to neet the governnent’s "burden of
showi ng by a preponderance of the evidence that the defendant
poses a flight risk." United States v. Wnsor, 785 F.2d 755, 757
(9th Gir. 1986).

On Novenber 15, 2005, defendants were indicted for being

agents of the Peoples Republic of China (“PRC') who failed to
regi ster as such as required by law, in violation of 18 U S.C
8 951. The Declaration of Janes E. Gaylord (“Gaylord Dec.”),
attached herein, sets forth extensive evidence that defendants
passed information pertaining to U.S. Navy research projects to
the PRC, and pose an unreasonable risk of flight.?

Def endants were arrested on Cctober 28, 2005, when Tai Mk
and his wife, Fuk Li, were preparing to board a flight from LAX
to Hong Kong, continuing on to the PRC. In their |uggage was an
encrypted di sk containing information pertaining to research
conducted for the U S. Navy.

The information on the disk was provided to Tai Mak by his
brother, Chi Mak. Chi Mak was a senior engi neer at Power
Paragon, a defense contractor with nore than 200 contracts with

the U S. Navy. Chi Mak had a security clearance and had access

" In detention hearings the government is allowed to
proceed by way of proffer and hearsay. Wnansor, 785 F.2d at 757.
Cross-exam nation of SA Gayl ord based on his declaration shoul d
be allowed only if defendants give a proffer indicating what
portions of the governnment’s proffer is incorrect. 1d.
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to sensitive information as part of his job.

In a post-arrest interview, Chi Mak adm tted passing
sensitive defense-related information to the PRC since 1983. Chi
Mak admitted giving defense information to Tai Mak to deliver to
the PRC. Tai Mk encrypted the information prior to transporting
it. The encrypted disk found in Tai Mak’s luggage at the tine of
his arrest contained nusic files, with the encrypted files hidden
beneath the nmusic files. Notably, the encrypted files and the
music files had to be | oaded at the sane tinme, indicating a
further step to hide the encrypted files by making the disk
appear to contain only nusic files.

In a search of Chi Mak’s residence, agents found hundreds of
docunents pertaining to defense prograns that, while not
classified individually, were deened sensitive and subject to
restriction on their distribution. Notably, a nunber of the
docunents corresponded to technol ogies that were on “tasking
lists” found in Chi Mik’s trash.

In a search of Tai Mak’s hone, agents found the | aptop and
encryption disk used for encrypting the disk found at LAX. 1In
addition, agents found the original disks from Chi Mk containing
the information copied on to the encrypted disk at LAX. On Tai
Mak’ s | aptop conputer agents found the encrypted files that were
copied to the disk found at LAX, as well as approximately sixty
deleted files that had been encrypted in February 2004. The
deleted files were copied froma shared drive at Power Paragon
Chi Mak’ s enpl oyer, and pertained to a Navy research project
conducted by Northrop G unman Ship Systens, Inc. Those files

cont ai ned sensitive information and were subject to restrictions
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on their distribution.

Bot h def endants have property in the PRC. Chi Mk, a
naturalized U S. citizen, was planning to retire from Power
Paragon in March 2006 and return to the PRC. Tai Mak is a
citizen of the PRC. The U. S. does not have an extradition treaty
with the PRC
II. THE EVIDENCE SHOWS THAT DEFENDANTS PRESENT A SERIOUS FLIGHT

RISK

1. Def endant Chi Mak Adm tted Passing Informati on Rel ati ng

to U.S. Navy Research Projects to the PRC Through His

Br ot her Tai Mk

Chi Mak was interviewed on Cctober 30, 2005, and nade the
fol |l owi ng adnm ssi ons:
- Chi Mak began sending information to the PRC gover nnment
relating to U S. Navy research projects in 1983. Gaylord
Dec. 1 3.
- Chi Mk delivered the docunents to Tai Mak. Initially,
Chi Mak traveled to Hong Kong to give his brother the
docunents. \Wen Tai Mak noved to the U S., Chi Mak gave him
t he docunents and Tai Mak would take themto their PRC
government contact. Chi Mak admtted that nuch of the
information he provided to his brother was designated
“NCFCRN, ” neaning that it could not be given to foreign
national s, and that other portions were export-controlled,
protected by the International Trade in Arns Regul ati ons,
and shoul d not be passed to a foreign nation. |1d.
- Chi Mak admtted that the informati on he gave his brother
was given to a M. Puin the PRC. Chi Mak stated that he
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wasn’'t sure if M. Pu worked for either the PRC Peopl es’
Li beration Arny (“PLA”) or China s intelligence services,
but he was sure that M. Pu worked for the Chinese
governnment. Chi Mak said that he knew that M. Pu was
providing the information to nenbers of the Chinese
governnent’ s sci ence and technol ogy comunity. [d.

- Chi Mak said that he gave the information to the PRC

because he knew it would hel p the Chinese governnment’s

sci ence and technol ogy conmunity devel op sim |l ar technol ogy.

1d.
- Chi Mak admtted passing information to the PRC rel ating
to the foll ow ng def ense prograns:

* DC/ DC converters for U S. Navy submarines.

*

* Aut obus transfer systemfor U S. Navy submarines.

* Electro-Magnetic Aircraft Launch System- a systemto

| aunch aircraft fromcarriers through the use of

magnet s.

* U S. Navy Aegis System- the Spy 1 Radar System power

di stribution system

* Survivability of Battleships Paper - concerning the

ability of a warship to continue operating after being

attacked. 1d.
* MARF - Modifications and Additions to Reactor
Facility, a nuclear reactor located at the Knolls

At omi ¢ Power Laboratory, used for testing prototype

nucl ear reactors. (A detailed, hand-drawn map of that

facility was found in the search of Chi Mk’s house.)

4

5000 anp DC Hybrid Breaker for U S. Navy submarines.
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| d.
- Chi Mak admtted that his wi fe, co-defendant Rebecca Chiu,
travel ed with himwhen they hand-delivered docunents,
proposal s, and technical manuals to Tai Mak. Chi Mk
admtted that his wife hel ped himsend the information to
t he PRC governnment and knew it was illegal. [Id.
- Chi Mak admtted that he had a | arge nunber of docunents
stanped “NOFORN’ in his home that pertained to sensitive
Navy projects, and that he was not allowed by his enployer,
Power Paragon, to have such docunents in his honme. 1d.
- Chi Mak said that he and his wife kept their original Hong
Kong residency cards for the purpose of traveling to the PRC
wi thout having their U S. passports stanped by the PRC
(Hong Kong residency cards allow the holders to travel into
mai nl and China wi thout a passport.) Chi Mak coul d not
explain why he wanted to travel to the PRC w thout having
his and his wife’'s passports stanped. (A person spying for
a foreign governnent woul d avoi d evi dence associ ating them
with travel to that country.) I1d.
- Chi Mak said that Tai Mak had voluntarily joined the PLA
Chi Mak said that Tai Mak was responsi ble for organi zing
pr opaganda gat heri ngs, running audi o-vi sual equi pnent for
the PLA, and was involved in mlitary television projects.
Id.
- Chi Mak admtted that when he was first interviewed
following his arrest on Cctober 28, he nmisled the agents as
to why he gave the disks to his brother. At that tine, Chi

stated the disk would hel p Tai deci de which electrica
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engi neeri ng books Tai shoul d purchase in Hong Kong for Chi.
Chi Mak later admtted that the reason he gave the disks to
his brother on Cctober 23 was for the information to be
given to M. Pu in the PRC.?2 |d.

2. Def endants’ Contact in the PRCis an Agent of the

Gover nnent _of the PRC

As noted above, Chi Mk identified a M. Pu in the PRC as
the recipient of the informati on he was passing. On Cctober 19,
Tai Mak called M. Pu identifying hinself as being with “Red
Fl ower of North America,” and expl ai ned that he had nmade
arrangenents to arrive in Guangzhou in the PRC, and was | eaving
Los Angel es on COctober 28. Historically, the PRC Intelligence
services utilize categories of codewrds to designate
intelligence bureaus, such as “Wnter Chrysanthemuni and “Autumm
Ochid.” Gaylord Dec. § 5. M. Putold Tai Mak that he should
call himfromthe airport in Guangzhou using a calling card, and
that M. Pu would then pick himup at the airport. Gaylord Dec.
1 5.

Material s seized from Tai Mak’s house include a business
card with M. Pu’'s nane, and a conputer generated address book
referencing several contact nunbers, pagers and fax machi nes for
a M. Pu Pei-Liang. One of these sane tel ephone nunbers was
utilized by Tai Mak to contact M. Pu on Cctober 19, 2005.
Gaylord Dec. § 6. The sane tel ephone nunbers were found in notes

in Chi Mak’s house. |Id.

2 Tai Mak was also interviewed following his arrest at LAX
on Cctober 28. Tai Mak denied he had a brother. Gaylord Dec. 1
4. He also clainmed that the encrypted di sk contained only nusic
files and that he had | oaded those files hinself. 1d.

6
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As a result of Chi Mk’ s adm ssions and these tel ephone
nunbers, agents fromthe Naval Crimnal Investigative Service
(“NCIS”) were able to later identify Pu Pei-Liang, aka David Pu,
as a research fellowwith the Chinese Center for Asia Pacific
Studies (“CAPS’) at Zhongshan University in Guangzhou. According
to NCI' S agents, the PLA provides funding to CAPS and conducts
operational research for the PLA. CAPS represents itself as
keepi ng pace with the developing mlitary trends worl dw de.
Specific itenms of U S. Navy technol ogy have been sought by CAPS. 3

3. Restricted Docunents Pertaining to Naval Research

Progranms Were Found in the Residences of Both

Def endant s
a. Chi Mak’s residence
The residence of Chi Mak and Rebecca Chiu was searched on

Cctober 28. (Gaylord Dec. T 7. Agents found hundreds of
docunents pertaining to Navy research projects, including those
mar ked NOFORN and with ot her export control restrictions. Those
docunents include El ectro-Magnetic Launch System (“EMALS”) for
aircraft carriers, QED (Quiet Electric Drive), DDX (the next
generation destroyer for the Navy), Virginia-class submarine
weapons systens (e.g., a rotary electro-magnetic |auncher for
t or pedoes), Extended Range Gui ded Munitions (“ERG ), S9G (Nucl ear
Subrmarine Reactor), “Team 2020 - Submarine of the Future,” Hi gh

Power El ectro Magnetic (“EM) guns, Submarine Mounted EM Gun

> Also found at Chi Mak’s residence were business cards for
PRC government officials, including a Senior Engineer, Shanghai
Mechani cal and El ectrical Industries Admnistration; a Senior
Engineer, Mnistry of Aviation, Cvil Aircraft Bureau; and a
Deputy Director, Departnent of Facilities and Financial Support,
State Science and Technol ogy Conm ssion. Gaylord Dec. | 7.

7
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Hyper-Vel ocity Kinetic Energy Projectiles for Intercept of | CBM
and Advanced Arresting Gear Engines (for carriers).

Not abl y, the docunments found in the residence correspond to
the categories of technology found on PRC governnent “tasking
lists” that Chi Mak admitted receiving fromhis brother. 1d.

Chi Mak told agents that he believed the tasking |ist cane from
M. Pu. Id. at 1 3. |Itens on the tasking lists included
aircraft carrier electronic systenms, EMgun intercept, artillery
and |l aunch systens, water jet propul sion, power system
configuration, weapons standardization, submarine |aunch
t echnol ogy, and the DDX program A nunber of the docunents had
the restriction stanps covered up. See Gaylord Dec., Ex.4, pp
33, 35 and 37. Many of these prograns were outside the scope of
Chi Mak’s enpl oynent with Power Paragon. 1d. As restricted
docunents that were not within the scope of Chi Mik’s enpl oynment,
he had no legitimte reason to have the docunents in his
possession or “need to know.”

b. Tai Mk’s residence

During the search of Tai Mk’s residence, agents found the
three CDs given to himby Chi Mk which contained the same files
found on the encrypted CD found in the luggage of Tai Mak and his
wife Fuk Li at LAX at the tine of their arrest. Gaylord Dec. 1
8. A search of Tai Mak’s laptop conputer revealed that the files
that were found on the three disks from Chi Mk, and the
encrypted di sk, were also on the laptop in encrypted form I1d.

In addition, agents retrieved approxi mately sixty del eted
files fromthe laptop that had been encrypted. 1d. The files

were decrypted and found to be docunents pertaining to a DDX
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def ense research project by Northrop G umman. 1d. The docunents
were marked proprietary and restricted to Departnent of Defense
enpl oyees and contractors. Gaylord Dec., Ex. 10. The data
showed that the files had been encrypted in February 2004.4 |d.
The files were in fact a copy of DDX docunents found on a shared
drive from Power Paragon, a CD- Rom copy of which was al so
recovered fromChi Mak’s residence. |d. Tai Mk is not an

el ectrical engineer, and has no connection with Power Paragon or
any other defense contractor. 1d. Tai Mak works as a Broadcast
and Engineering Director at a Chinese | anguage tel evision
station, and is paid by Asia Television in Hong Kong. 1d.

Also found at Tai Mak’s house was the encryption disk used
to encrypt the files found on the disk seized at LAX. 1d. The
di sk was in an envel ope that contained a |list of code words and
phot ographs of Tai Mak in a PLA uniformin 1970. 1d.

4. Def endants Owmn Property in the PRC

Recovered during the search of the Tai Mak’s honme was a deed
to property owned by Tai Mak and his siblings in the PRC
Gaylord Dec. 1 9. In addition, Chi Mk discussed the fact that
he al so has a deed for property in the PRCin his nanme. 1d.

Chi Mak was planning to retire in March 2006 and live in the
PRC. Gaylord Dec. f 10. Chi Mak made a phone call to Hong Kong
on August 20, 2005, in which he asked about purchasing a honme in

Hong Kong. 1d. 1In a nonitored conversation between Chi Mak and

* Evidence was recovered that shows that Chi Mak and
Rebecca Chiu traveled to the PRC in March 2004, shortly after the
di sks were encrypted. Gaylord Dec. § 8. It appears on this
occasion that Chi Mak and Rebecca Chiu may have delivered the
docunents thensel ves.
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Rebecca Chiu dated Septenber 18, 2005, they di scussed opening a
bank account in Hong Kong using their status as U S. citizens.

Chi Mak stated that the bank account should be foll owed by a
“group class of Hong Kong Shanghai Banking Corporation.” 1d. In
di scussing a return to the PRC, Chi Mak said “[w]e have to get to

Hong Kong. Even if we reside in GQuangzhou and Shanghai, we still

need to keep a household registration in Hong Kong.” 1d. Most
of Chi Mak’s wealth is liquid in the formof CDs, checking and
savi ngs accounts. [d.

G ven that Chi Mak was planning to retire in four nonths and

nove back to the PRC, there is no reason for himto remain in the
U.S. to face crimnal charges that carry a ten-year maxi mum
penalty.® Indeed, as a result of his passing of sensitive
information to the PRC, Chi Mak has been fired from Power
Paragon, giving himeven |less reason to remain in the U S.
Gayl ord Dec. ¢ 10.

5. |f Defendants Flee to the PRC They Wwuld Be Beyond the

Reach of U.S. Extradition Treaties

| f defendants flee, they would go to the PRC. Both
def endants were born in the PRC, and Tai Mak is still a citizen
of the PRC. Both defendants own property in the PRC. Both
def endants spent considerable tine living in the PRC, and have

nunerous relatives in the PRC. Gaylord Dec. 1 11

> Section 951 is not assigned a specific Sentencing
Qui deline section. Pursuant to 8 2X5.1, the nost anal ogous
sectionis 8 2M3.1 (Gathering or Transmtting National Defense
Information to Aid a Foreign Governnent), which inposes a base
| evel of 37 for passing non-classified information to a foreign
government. That corresponds to a 210 to 262 nonth sentence
range.

10
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| f defendants were to flee to the PRC, they would be beyond
the reach of U S. extradition, as the U S. has no extradition
treaty with the PRC. See 18 U . S.C. § 3181. A defendant’s
ability to flee to a country with which the U S. |acks an
extradition treaty is a factor that the courts consider in
determ ni ng whet her that defendant shoul d be detained. See,

e.g., United States v. Epstein, 155 F. Supp. 2d 323, 325 (E. D

Pa. 2001) ("[T]he United States and Brazil have no extradition
treaty. |If [the defendant] were to flee to his honel and, there
is virtually no chance that he could ever be brought to justice

inthe United States"); United States v. Hernandez, 154 F. Supp.

2d 240, 244 (D.P.R 2001) ("[Were Defendant to flee to
Venezuel a, the United States has presented evidence that suggests
his extradition would be illegal under the Venezuel an

Constitution"); United States v. M chaelson, 607 F. Supp. 693,

697 (E.D.N. Y. 1985) ("it is significant that there is no
extradition treaty between the United States and East Gerrmany").
In this case, the fact that defendants might flee to the PRC
points to the need for their detention.

ITI. CONCLUSION

Def endants shoul d be detained as unacceptable flight risks,
because no condition or conbination of conditions will reasonably

assure their appearances as required.

11
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DECLARATION OF JAMES E. GAYLORD

I, Janmes E. Gaylord, declare as follows:

1. | ama Special Agent of the FBI and am one of the case
agents assigned to the investigation of the above-naned
defendants. | have been an FBI agent for twenty years. For the
| ast fifteen years, | have primarily worked on
counterintelligence investigations, including those involving the
Peopl es’ Republic of China (“PRC’). | have attended training on
vari ous aspects of counter-intelligence investigations, including
those relating to the PRC, with the FBI both in Quantico and
ot her | ocati ons.

2. Based on ny experience and training, | amfamliar with
the plans of the PRCto build a “blue water” navy to project its
force beyond its coastal waters. | know from ny experience that
the governnent of the PRCis vitally interested in acquiring
technol ogy regarding U S. Navy research projects as part of its
efforts to build a deep water navy. Based on ny experience and
training regarding the PRC, | know that the governnent of the PRC
Is authoritarian and that it does not allow research or
devel opnent of mlitary prograns to occur w thout the instigation
and control of the governnent.

3. Chi Mak was a senior engineer at Power Paragon, a
defense contractor with nore than 200 contracts with the U S.
Navy. Chi Mak had a security clearance and had access to
sensitive and classified information as part of his job. On
Oct ober 28, 2005, Chi Mak was arrested. Chi Mak was intervi ewed
on Cctober 30, 2005, by agents of the Naval Crim nal

I nvestigative Service (“NCIS") and nade the foll owi ng adm ssi ons:

12
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- Chi Mak began sending information relating to U S. Navy
research projects in 1983.
- In each instance, Chi Mk delivered the docunents to Tai
Mak. Initially, Chi Mak traveled to Hong Kong to give his
brother the docunents. When Tai Mak noved the U S., Chi Mk
gave himthe docunments and Tai Mak woul d take themto the
PRC. Chi Mak admtted that information he provided to his
brot her was designated “NOFORN,” meaning that it could not
be given to foreign nationals.
- Chi Mak admitted that the informati on he gave his brother
was given to a M. Puin the PRC. Chi Mak stated that he
wasn't sure if M. Pu worked for either the PLA or the
Chinese intelligence services, but was sure he worked for
t he Chi nese governnent. Chi Mak said that he knew that M.
Pu was providing the information to nenbers of the Chinese
government’s science and technol ogy conmunity.
- Chi Mak said that he gave the information to the PRC
because he knew it would hel p the Chinese governnment’s
sci ence and technol ogy community devel op sim |l ar technol ogy.
- Chi Mak admtted passing information to the PRC rel ating
to the foll owi ng defense prograns:
* DC/ DC converters for U S. Navy subnarines
* 5000 Anp DC Hybrid Breaker for U S. Navy Submari nes
* Autobus Transfer Systemfor U.S. Navy Subnarines
* El ectro-Magnetic Aircraft Launch System- a systemto
| aunch aircraft fromcarriers through the use of
magnet s.

* U.S. Navy Aegis System - Spy 1 Radar power

13
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di stribution system
* Survivability of Battl eships paper - concerning the
ability of a warship to continue operating after being
at t acked.
* MARF - Modifications and Additions to Reactor
Facility, a nuclear reactor located at the Knolls
At om ¢ Power Laboratory, used for testing prototype
nucl ear reactors. (A detailed, hand-drawn map of that
facility was found in the search of Chi Mik’s house.)
- Chi Mak admitted that his wi fe, co-defendant Rebecca Chiu,
travel ed with himwhen they hand-delivered docunents,
proposal s, and technical manuals to Tai Mak. Chi Mk
admtted that his wife hel ped himsend the information to
the PRC and knew it was ill egal.
- Chi Mak admtted that he had a | arge nunber of docunents
stanped “NOFORN’ in his home that pertained to sensitive
Navy projects, and that he was not allowed by his enployer,
Power Paragon, to have such docunents in his hone.
- Chi Mak said that he and his wife kept their original Hong
Kong residency cards for the purpose of traveling to the PRC
W t hout having their U S. passports stanped by the PRC
(Hong Kong residency cards allow the holders to travel into
mai nl and China wi thout a passport.) Chi Mk coul d not
explain why he wanted to travel to the PRC wi thout having
his and his wife’'s passports stanped. Attached as Exhibits
1, 2, and 3, respectively, are copies of the Hong Kong
Per manent Resi dency Cards for Chi Mk, Rebecca Chiu, and Tai

Mak. | know from ny experience conducting counter-

14
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intelligence investigations that a person spying for a

foreign governnent woul d avoi d evi dence associating them

with travel to that country.

- Chi Mak said that Tai Mak had voluntarily joined the PLA

Chi Mak said that Tai Mak was responsi bl e for organizing

pr opaganda gat herings, running audi o-vi sual equi pnent for

the PLA and was involved in mlitary tel evision projects.

- Chi Mak admtted that when he was interviewed foll ow ng

his arrest on Cctober 28, he msled the agents as to why he

gave the disks to his brother. On Cctober 28, 2005, Chi Mk

told agents that the disk would help Tai decide which

el ectrical engineering books Tai should purchase in Hong

Kong for Chi. Chi Mak later admtted that the reason he

gave the disks to his brother on Cctober 23 was for the

information to be given to M. Pu in the PRC

4. Tai Mak was interviewed followi ng his arrest on Cctober
28. Tai Mak denied he had a brother. Tai Mk also denied there
were any encrypted files on the disk found in his luggage. The
encrypted disk found in Tai Mak’s luggage at the time of his
arrest contained nusic files, with the encrypted files hidden
beneath the nusic files. Tai Mk stated that he had | oaded the
music files onto the disk. | spoke with FBI conputer anal ysts
who told nme that the encrypted files and the nusic files had to
be | oaded at the sane tinme. | believe this indicates a further
step to hide the encrypted files by making the di sk appear to
contain only nusic files.

5. | have reviewed a report of a phone call Tai Mak nade on

Cctober 19, 2005, to a M. Pu with Tai introducing hinself as

15
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being wwth “Red Flower of North America.” | know that
historically, the PRC Intelligence services utilize categories of
codewords to designate intelligence bureaus, such as “Wite
Chrysant hemunt and “Autumn Orchid.” Tai told M. Pu that he had
made arrangenents to arrive in Guangzhou in the PRC, and was

| eavi ng Los Angel es on Cctober 28. M. Pu told Tai Mak that he
should call himfromthe airport in Guangzhou using a calling
card, and that M. Pu would then pick himup at the airport.

6. lnvestigation reveals that M. Pu is Pu Pei-Liang.

Tel ephone, pager, and fax nunbers for Pu Pei-Liang were found on
a CD located in Tai Mak’s hone. A business card with Pu Pei -

Li ang’ s nanme and tel ephone contact nunbers was al so found in Tai
Mak’ s residence. Pu Pei-Liang is also listed in three separate

t el ephone books or journals found in Tai Mak’s residence. The

t el ephone nunber for Pu Pei-Liang was found in notes in Chi Mk’s
house. Agents fromthe Naval Crimnal |Investigative Service
(“NCIS") later identified Pu Pei-Liang, aka David Pu, as a
research fellow with the Chinese Center for Asia Pacific Studies
(“CAPS”) at Zhongshan University in Guangzhou. According to NCS
agents, the PLA provides funding to CAPS and conducts operati onal
research. CAPS represents itself as keeping pace with the
developing mlitary trends worldw de. Specific itens of U S
Navy technol ogy have been sought by CAPS.

7. On Cctober 28, 2005, the residence of Chi Mak and
Rebecca Liu was searched. Agents found hundreds of docunents
pertaining to Navy research projects, including those designated
NOFORN or carrying other export restrictions. Those docunents

i ncl ude El ectro-Magnetic Launch System (“EMALS’) for aircraft
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carriers, QED (Quiet Electric Drive), DDX (the next generation
destroyer for the Navy), Virginia-class subnmari ne weapons systens
(e.g., arotary electro-magnetic |auncher for torpedoes),

Ext ended Range Gui ded Munitions (“ERGM), S9G (Nucl ear Submari ne
Reactor), “Team 2020 - Submarine of the Future,” H gh Power

El ectro Magnetic (“EM) guns, Submarine Munted EM Gun Hyper -

Vel ocity Kinetic Energy Projectiles for Intercept of |ICBMs, and
Advanced Arresting Gear Engines (for carriers). Notably, the
docurnents found in the residence correspond to categories of

t echnol ogy found on PRC governnent “tasking lists” that Chi Mk
admtted receiving fromhis brother and his brother’s wife. Chi
Mak told agents that he believed the tasking list came from M.
Pu. Itenms on the tasking lists included aircraft carrier

el ectronic systens, EM gun intercept, artillery and | aunch
systens, water jet propul sion, power system configuration,
weapons standardi zati on, subnarine | aunch technol ogy, and the DDX
program Many of these prograns were outside the scope of Chi
Mak’ s enpl oynent with Power Paragon. As restricted docunents
that were not wthin the scope of Chi Mk’'s enploynent, he had no
legitimate reason to have the docunents in his possession.
Attached as Exhibit 4 are the face pages of sone of the docunents
found in the search of Chi Mak’s residence. The documents
pertain to the DDX program and Virginia class subnmarines,
including stern configurations, a rotary el ectromagnetic | auncher
for Virginia class submarines, and EM (el ectromagnetic) Gun
Operations. Notably, the face pages for the |ast three docunents
had the “NOFORN - EB Proprietary Informati on” stanp covered up.

See Ex. 4, pp. 33, 35, and 37. “EB” stands for Electric Boat,

17




) B N VS N 8

O o0 3

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

t he conpany conducting the research. Attached as Exhibit 5 are
the tasking lists recovered fromChi Mak’s trash, along with
translations. The lists include the DDX program and

el ectromagnetic | aunch systenms Chi Mak was to collect - docunents
that were found in Chi Mak’s workplace. Also found at Chi Mk’'s
resi dence were business cards for PRC governnent officials,

i ncluding a Seni or Engi neer, Shanghai Mechani cal and El ectri cal

| ndustries Adm ni stration; a Senior Engineer, Mnistry of
Aviation, Cvil Aircraft Bureau; and a Deputy Director

Department of Facilities and Fi nancial Support, State Science and
Technol ogy Comnmi ssi on.

8. Al so on Cctober 28, 2005, a search was conducted of Tai
Mak’ s residence. Agents found the three CDs given to Tai Mk by
Chi Mak which contained the sane files found on the encrypted CD
found in the luggage of Tai Mak and his wife Fuk Li at LAX at the
time of their arrest. Attached as Exhibits 6, 7, 8, and 9,
respectively, are copies of the encrypted CD and the three CDs
found in Tai Mak’s residence. A search of Tai Mak’s | aptop
conputer revealed that the files that were found on the three
di sks from Chi Mak, and the encrypted disk, were also on the
| aptop in encrypted form In addition, agents retrieved
approximately sixty deleted files fromthe | aptop that had been
encrypted. The files were decrypted and found to be docunents
pertaining to a DDX defense research project by Northrop G unman.
Attached as Exhibit 10 is a copy of the file list for sonme of the
deleted files, as well as pages from sone of the del eted
docunents. The docunments are marked with restrictions limting

their disbursenment to Departnent of Defense enpl oyees and
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contractors. The data showed that the files had been encrypted in

February 2004. In March 2004, Chi Mak and Rebecca Chiu travel ed

to the Hong Kong and nminland China. Attached as Exhibit 11 are
docunments showi ng their travel. Agents contacted Power Paragon
and | earned that the deleted files on Tai Mak’s | aptop were in

fact exact copies of docunments found on a share drive from Power
Paragon. | know fromny participation in the investigation in
this case that Tai Mak is not an electrical engineer, and has no
connection with Power Paragon or any other defense contractor.
Tai Mak works as a Broadcast and Engi neering Director at a
Chi nese | anguage television station, and is paid by Asia
Tel evision located in Hong Kong. Also found at Tai Mak’s house
was the encryption disk used to encrypt the files found on the
di sk seized at LAX. Attached as Exhibit 12 is a copy of the
encryption disk. The disk was in an envel ope that contained a
list of code words and phot ographs of Tai Mak in the uniform of
the PRC arny. Attached as Exhibits 13 and 14, respectively, are
copies of the code list and the photos of Tai Mak in his PLA arny
uni form

9. | have reviewed a report of a nonitored tel ephone cal
between Chi Mak and his ol der sister that occurred on Decenber 1,
2004. During the call, Chi’'s sister said that she had taken care
of matters in the PRC for Chi and Tai, and had their deeds.
During the search of Tai Mak’s hone, agents found a deed for
property in China belonging to Tai Mak and his siblings. A copy
of the deed is attached as Exhibit 15.

10. | know fromreviewi ng nonitored phone calls and

conversations involving Chi Mak, Rebecca Chiu, and their
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col | eagues, that Chi Mak was planning to retire in March 2006 and
return to the PRC. | reviewed a report of a nonitored phone cal
Chi Mak made to Hong Kong on August 20, 2005, in which he asked
about purchasing a hone in Hong Kong. Mbst of Chi Mak’s wealth
is liquid in the formof CDs, checking and savings accounts, and
thus could easily be removed fromthe U S. | reviewed a
noni t ored conversation between Chi Mak and Rebecca Chiu dated
Sept enber 18, 2005, in which they di scussed opening a bank
account in Hong Kong using their status as U S. citizens. Chi
Mak stated that the bank account should be followed by a “group
cl ass of Hong Kong Shanghai Banking Corporation.” In discussing
a return to the PRC, Chi Mak said “[w]e have to get to Hong Kong.
Even if we reside in Guangzhou and Shanghai, we still need to
keep a household registration in Hong Kong.” As a result of his
passi ng of sensitive information to the PRC, Chi Mak has been
fired from Power Paragon.

11. | know fromny investigation that defendants were born
in the PRC. Chi Mak is a naturalized U S. citizen. Tai Mk is
still a citizen of the PRC who holds a green card. Both
def endants have nunerous relatives in the PRC. Attached as
Exhibit 16 is a copy of Tai Mk’s Chi nese passport. The stanps
represent travel between Hong Kong and the PRC

| declare under penalty of perjury that the foregoing is
true and correct. Executed on Novenber 18, 2005, in Santa Ana,

California.

JAVES E. GAYLORD
Speci al Agent, FBI
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