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KEVIN V. RYAN (CASBN 118321)
United States Attorney

UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

SAN FRANCISCO DIVISION J Sl i

T n M 4 -1
UNITED STATES OF AMERICA, Q.).if‘a No\J O {@ 1 8 7 - J

)
Plaintiff, ) VIOLATIONS: )
) 15 U.S.C. §§ 78j(b) and 78ff and
V. ) 17 C.F.R. § 240.10b-5 - Securities Fraud;
) 18 U.S.C. § 2 - Aiding and Abetting;
) 18 U.S.C. § 1512 - Tampering with a Witness.
JERRY SHAW-YAU CHANG and )
MATTHEW MING CHANG CHIANG, )
)
Defendants. ) SAN FRANCISCO VENUE
)
INDICTMENT
The Grand Jury charges:

I. BACKGROUND

At all times relevant to the indictment:

A. The Companies

1. Clarent was a Delaware corporation headquartered in Redwood City, California. Clarent
developed, sold and serviced software and hardware products designed to manage the transmission
of voice over intemnet protocol (“VOIP”, voice transmission over the internet). Clarent became a

corporate shell without any business operations. Clarent had offices in Europe and Asia/Pacific.
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Clarent Asia/Pacific was a wholly owned division of Clarent headquartered in Taipei, Taiwan that
covered activities in China, Japan, Korea, Singapore and India. Clarent’s independent auditor was
Ernst & Young, LLP (“Ernst & Young”).

2. Clarent was a publicly traded company whose stock was registered with the Securities
and Exchange Commission (“SEC”) pursuant to Section 12(b) of the Securities Exchange Act of
1934. From July 1999 to January 2002, Clarent’s stock was traded on the national market of the
National Association of Securities Dealers’ Automated Quotation System (“NASDAQ”), an
electronic trading system. Clarent had shareholders located throughout the United States, including
in the Northern District of California.

3. As a public company, Clarent and its officers and employees were required to
comply with regulations of the SEC. Those regulations were designed to protect members of the
investing public by, among other things, ensuring that a company’s financial information was
accurately recorded and disclosed to the public. Under SEC regulations, Clarent officers had a duty:
(a) not to use or employ, in connection with the purchase or sale of the company's securities, any
manipulative or deceptive device or contrivance, including, but not limited to, the publication of
materially false and misleading statements and omissions concerning the company's financial results;
(b) not to make materially false and misleading statements and omissions to an accountant in
connection with an audit of the company's financial statements and with the preparation and filing
of a document or report required to be filed by the company with the SEC; and (c) to file with the
SEC such reports as the SEC may prescribe, including, but not limited to, reports of its financial
results on a quarterly basis in a Form 10-Q quarterly report and on an annual basis in a Form 10-K
annual report.

4. Clarent was also required to adhere to Generally Accepted Accounting Principles
("GAAP"). GAAP included Software Revenue Recognition, Statement of Position 97-2 (Amer. Inst.
of Certified Public Accountants 1997) ("SOP 97-2"). SOP 97-2 prescribes requirements for
recognizing revenue from the sale of software. Among other requirements, SOP 97-2 provides that
revenue from a sale of software may not be recognized if the sale was subject to a right of return or

other contingency, if the sale price was not fixed and determinable, if collection was not probable,
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or if the seller did not possess a contract signed by both parties on or before the last day of the
accounting period.

5. Clarent had a revenue recognition policy for software which was developed in accordance
with regulations prescribed by the SEC and GAAP. As published in their Form 10-K filed with the
SEC for the fiscal year ending December 31, 2000, Clarent's revenue recognition policy states, in
pertinent part, "Revenue is recognized at the time of shipment of the products when persuasive
evidence of an arrangement exists, the fee is fixed and determinable, when no significant contractual
obligations or acceptance terms, if any, remain outstanding and collection of the resulting receivable
is deemed probable."

6. Executives of publicly traded corporations, especially those who were involved in the
sales organization of the company, were aware that quarterly financial results, including revenue and
income, were reported to the financial markets and investors after the end of each quarter. In
addition, executives of publicly traded corporations were aware that financial results are provided
to and reviewed by the corporation’s external auditors.

B. The Defendants

7. The defendant JERRY SHAW-YUA CHANG was a director of Clarent from in or about
July 1996 through in or about September 2001. He was President of Clarent from in or about July
1996 through in or about April 2001, and Chief Executive Officer (CEO) from in or about July 1996
to in or about July 2001. As CEO, CHANG was responsible for the overall operations of Clarent.
CHANG oversaw all of Clarent's operations worldwide including sales, marketing, finance, and
human resources.

8. The defendant MATTHEW MING-CHANG CHIANG was Marketing Director
for Clarent Asia/Pacific from in or about July 1997 to in or about July 1999. From in or about July
1999 to in or about September 2000, CHIANG was Director of Product and Marketing Strategy for
Clarent in Redwood City. From in or about September 2000 to in or about September 2001,
CHIANG was President of Clarent Asia/Pacific. CHIANG reported directly to CHANG from in or

about September 2000 to in or about September 2001.
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II. THE SCHEME TO DEFRAUD

9. From in or about December 2000 through in or about August 2001, CHANG and
CHIANG conspired to improperly recognize revenue for Clarent, resulting in the fraudulent filings
of financial statements with the SEC in the last quarter of 2000 and the first and second quarters of
2001. The defendants improperly recognized revenue from a number of different financial
transactions involving the following companies:

a. D-Link Corporation (“D-Link”), a Taiwanese technology firm that designs,
manufactures, and sells telephony products.

b. Cradle Technologies (“Cradle”), a Taiwanese semi-conductor company providing
multiprocessor DSP solutions for real-time video, audio and imaging applications.

c. Landsat Communications (“Landsat”), a Singapore provider of information
technology and transaction services.

d. P. T. Mitracomm Ekasarana (“Mitracomm”), an Indonesian provider of
information technology and transaction services.

e. Great Mincom Products Corporation ("GMPC"), also known as GMCC, a
privately held internet communication services company in Taiwan. GMCC was owned by
CHIANG's father. In 1999, CHIANG’s father formed Articula Corporation ("Articula™). Articula's
worldwide headquarters were located in California and the company had an Asia/Pacific office in
Taipei, Taiwan, that was located one floor above Clarent’s Asia/Pacifc headquarters during the
relevant time period of the indictment. Soon after its creation, Articula merged with GMCC.
GMCC/Articula acted as a distributor of Clarent’s products in the Asia/Pacific region. CHIANG
was a board member of Articula.

10. The defendants carried out the improper revenue recognition scheme in several ways,
including, without making the required disclosures to Ernst & Young, immediately recognizing

revenue from the transactions in which customers had been given:

. the right to return product,

. the right to cancel orders, and/or

. a guarantee that Clarent would find a purchaser for any product customers were
INDICTMENT
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unable to sell on their own.

These undisclosed contingencies between Clarent and its customers were either verbal or in writing
and were provided by CHANG and/or CHIANG. As a result of these agreements and rights, sale
contingencies were established and Clarent was prohibited from immediately claiming these sales
as revenue under SEC rules and regulations, GAAP, and its own internal policies. However,
CHANG and CHIANG did not disclose these contingencies to the SEC and Ernst & Young. As a
result, Clarent improperly recognized revenue from these transactions in their annual 2000 Form 10-
K report that includes the fourth quarter report for 2000, and two of its 2001 quarterly Form 10-Q
filings.

11. The object and purpose of the scheme to defraud was to falsely inflate Clarent’s revenue
and profits, to meet or exceed projected quarterly financial results, to induce investors to continue
to purchase and hold Clarent’s stock, to artificially sustain Clarent’s stock price, to permit the
defendants to enrich themselves, and to maintain the defendants’ positions in the company and
reputation with the investing public and companies with which Clarent did business.

12. The methods and means by which the defendants achieved and attempted to achieve the
goals of the scheme was entering into sales agreements that involved undisclosed side agreements
establishing contingencies to the sales, including rights of returns, rights of cancellation, and third
party related purchaser guarantees.

A, D-Link transactions

13. It was part of the scheme to defraud that the defendants induced D-Link to purchase
Clarent product at the end of Clarent’s fiscal quarters in order to recognize revenue from the
transactions in quarterly and annual reports filed with the SEC.

14. It was further part of the scheme to defraud that the defendants did not disclose to the
SEC, Clarent’s Board of Directors or Ernst & Young that it entered into these purchase agreements
with D-Link with side agreements that violated the SOP 97-2, GAAP and Clarent’s own guidelines
on revenue recognition. These side agreements provided that Clarent would arrange for

GMCC/Articula to buy the product from D-Link if the latter could not find an end user.

INDICTMENT
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(a) Fourth Quarter 2000

15. In furtherance of the scheme to defraud, in or about December 2000, CHANG and
CHIANG, on behalf of Clarent, met with D-Link. CHANG subsequently entered into a purchase
order with D-Link on or about December 21, 2000 for approximately $7.8 million, and CHANG and
CHIANG entered into four purchase orders with D-Link on December 29, 2000, for approximately
$7.17 million. In addition to the written purchase orders on these five orders, the defendants
promised that they would arrange for GMCC/Articula to purchase the products from D-Link if it was
unable to find an end user.

16. On or about January 18, 2001, Clarent issued a press release entitled, "Clarent
Corporation Reports Record Fourth Quarter Results: Revenue up 17% to $53.2 Million." The
revenue reported in this press release included the improperly recognized revenue from the
transactions with D-Link in December 2000. On January 19, 2001, the day after the results for the
fourth quarter 2000 and fiscal year 2000 were announced, Clarent's stock price closed at $13.25 per
share.

17. On or about March 29, 2001, Clarent filed its Annual Report for the year ending
December 31, 2000, with the SEC. This Form 10-K for the year 2000 included the revenue for the
five transactions with D-Link, totaling approximately $15 million, referenced above. Neither
CHIANG nor CHANG disclosed the contingency agreements they made to D-Link to Clarent's
Board of Directors or Emst & Young. By including these D-Link transactions, Clarent's total
revenue for the quarter ending December 31, 2000, was reported as approximately $53 million, a
material overstatement of its revenue by approximately 39.5%.

18. On March 30, 2001, D-Link received five purchase orders from GMCC/Articula which
totaled approximately $15 million to purchase the product which D-Link had purchased from
Clarent in December 2000, in furtherance of the side agreements with the defendants that guaranteed
an end purchaser. Three months later, D-Link received approximately $15 million for the product
pursuant to the following circular transactions:

a. On or about June 26, 2001, Clarent wire transferred approximately $35 million to Clarent

Asia/Pacific at CHIANG’s request for marketing capital for Clarent Asia/Pacific;

INDICTMENT
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b. On or about June 27, 2001, Clarent Asia/Pacific wire transferred $25 million to
GMCC/Articula;
¢. On or about June 28 and 29, 2001, GMCC/Articula wire transferred approximately $15
million to D-Link.

(b) First Quarter 2001

19. Beginning in or about March 2001, CHIANG proposed to D-Link that Clarent
Asia/Pacific sell D-Link approximately $6 million worth of Clarent product. CHIANG advised D-
Link that he needed to make sales for Clarent Asia/Pacific. D-Link told CHIANG that D-Link
would only enter the deal if CHIANG agreed to give D-Link the right to return the product if they
could not re-sell the product to another customer. CHIANG executed a separate purchase agreement
providing D-Link with a "right of return." On March 29, 2001, D-Link signed a purchase order for
approximately $6 million. On June 29, 2001, D-Link made a full payment to Clarent Asia/Pacific
in the amount of approximately $6.084 million. CHIANG did not disclose the "right of return” to
Clarent's Board of Directors or Ernst & Young.

20. Onorabout April 19,2001, Clarent issued a press release entitled, "Clarent Corporation
Reports First Quarter Results; Revenue Up 15% to $61.2 Million.” The revenue reported in this
press release included the improperly recognized revenue from the transaction with D-Link in March
2001. On April 20, 2001, the day after results for the first quarter 2001 were announced, Clarent's
stock price closed at $11.13 per share

21. On or about May 15, 2001, Clarent filed its quarterly report, Form 10-Q for the quarter
ended March 31, 2001, including the $6.084 million D-Link transaction as revenue. This D-Link
transaction caused Clarent to materially overstate its revenue by approximately 11%.

() Second Quarter 2001

22. Beginning in or about May 2001, Clarent’s next fiscal quarter, CHIANG requested that
D-Link loan $11 million to GMCC/Articula for a business opportunity that would take Clarent too
long to approve. D-Link contacted CHANG to determine if the board was reviewing the loan and
if Clarent would provide a loan guarantee to D-Link. Between on or about July 3 to July 5, 2001,

the defendants signed two different loan guarantees with D-Link, each in the amount of $11 million.

INDICTMENT
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CHIANG signed one of the notes as a personal loan. CHANG signed the other note on behalf of,
and as CEO of, Clarent, as guarantor on D-Link’s loan to GMCC/Articula. Neither defendant
reported the existence of this loan to Ernst & Young and it was not reported in Clarent’s Form 10-Q
for the quarter ending in June 2001.

23. GMCC/Articula defaulted on the loan by failing to repay D-Link. D-Link then
immediately demanded repayment from Clarent under the terms of the loan guarantee. Accordingly,
the investing public was not made aware that the GMCC/Articula loan was in default and that
Clarent had become liable to D-Link for the $11 million. Clarent restated the financial statements
included in the Form 10-Q for the quarter ended June 30, 2001. The restatement, filed May 8, 2002,
reported the remaining unpaid balance of the $11 million D-Link loan in the notes to the financial
statements for the quarter ended June 30, 2001, and as a customer advance in the liability section
of the company’s balance sheet for the quarter ended September 30, 2001.

B. Cradle transactions

24, It was further part of the scheme to defraud that the defendants entered into an
agreement with Cradle involving a side agreement with a right of return.

25. On or about June 25, 2001, Clarent entered into two purchase orders both on the same
date with Cradle for an approximate total value of $8 million. The purchase orders were for
software and were subject to a side agreement signed by CHIANG, allowing Cradle the right to alter
or cancel all or part of the orders. CHIANG did not disclose this side agreement to Clarent's Finance
Department, Sales Order Department, or Ernst & Young. By including the approximately $8 million
Cradle transactions as revenue, Clarent's total revenue for the quarter ending June 30, 2001, was
reported as approximately $63.2 million, a material overstatement of its revenue by approximately
14.5%.

26. On or about July 19, 2001, Clarent issued a press release entitled, "Clarent Corporation
Second Quarter Revenue of $63.2 Million Increases 123% Year-Over-Year; Growth Driven By
Open Access Solution Adoption.” The revenue reported in this press release included the
improperly recognized revenue from the transaction with Cradle in June 2001. On July 20, 2001,

the day after results for the second quarter 2001 were announced, Clarent’s stock price closed at
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$7.71 per share.
27. On or about August 14, 2001, Clarent filed its quarterly report, Form 10-Q for the
quarter ended June 30, 2001, including the $8 million Cradle transactions as revenue.

C. Landsat transaction

28. In or about June 2001, the last month of Clarent’s second quarter, CHIANG told a
Clarent Asia/Pacific salesman that to meet revenue goals for the quarter ending June 2001, he could
use the following conditions to help execute and finalize any potential deals: 1) the customer did not
need to make a down payment; 2) the customer could cancel the transaction within 90 days; and 3)
Clarent would not actually ship any product to the customer. However, these conditions violated
Clarent's revenue recognition policy and GAAP. Landsat spoke directly with CHIANG to get his
assurance that a deal entered into by Landsat could be canceled pursuant to Landsat’s request.
Landsat wanted CHIANG's assurance because Landsat did not have any need for Clarent's product
at the time. CHIANG told Landsat that if it executed a purchase order prior to June 30, 2001,
Landsat could cancel the order in July 2001, after the end of the quarter.

29. Landsat completed the purchase order with Clarent, subject to the oral side agreement
with the right to cancel, for approximately $5.7 million on or about June 29, 2001. CHIANG did
not disclose the right to cancel to Clarent's Finance Department, Sales Order Department, or Ernst
& Young. By including the approximately $5.7 million Landsat transaction as revenue, Clarent's
total revenue for the quarter ending June 30, 2001, was reported as approximately $63.2 million, a
material overstatement of its revenue by approximately 9.9 %.

D. Mitracomm transaction

30. In or about June 2001, the head of Clarent’s South Asia Sales Division asked
Mitracomm to place a multi-million dollar software order with Clarent before the end of June 2001,
to help CHIANG meet his sale quota for that quarter. Clarent had originally intended to sell this
amount of Clarent product to another third party; however, this deal had not yet been finalized. As
a result, the head of sales proposed that Mitracomm buy the Clarent product before the end of June
2001, thereby helping Clarent increase its revenue for that quarter. Mitracomm would then

subsequently sell it to the third party, the original intended end user. Mitracomm expressed concern
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over the size of the transaction and the possible risk for Mitracomm if it was unable to sell the
product to the intended third party or find a future buyer for the Clarent product. As a result of
Mitracomm’s concerns, CHIANG told the head of sales that to meet revenue goals for the quarter
ending June 2001, he could allow Mitracomm to cancel the transaction within 90 days of its
execution.

31. On or about June 29, 2001, Mitracomm entered into an approximately $5.3 million
purchase order with Clarent. CHIANG never disclosed the cancellation promises they made to
Mitracomm to Clarent's Finance Department, Sales Order Department, or Emst & Young. By
including the approximately $5.3 million Mitracomm transaction as revenue, Clarent's total revenue
for the quarter ending June 30, 2001, was reported as approximately $63.2 million, a material
overstatement of its revenue by approximately 9.2%.

32. OnJuly 19,2001, Clarent issued a press release entitled, "Clarent Corporation - Second
Quarter Revenue of 63.2 Million Increases 123% Year-Over-Year-Growth Driven By Open Access
Solution Adoption." The revenue reported in the press release included the improperly recognized
revenue from the Landsat and Mitracomm transactions in June 2001. On July 20, 2001, the day after
results for the second quarter 2001 were announced, Clarent’s stock price closed at $7.71 per share.

33. On August 14, 2001, Clarent filed its quarterly report, Form 10-Q for the quarter ended
June 30, 2001, including the Landsat and Mitracomm transactions as revenue.

34. On May 8, 2002, Clarent announced in a press release that the company had completed
an investigation into its accounting and financial irregularities and had issued a restatement with
revised financial results for the year ended December 31, 2000 and the first and second quarters of
2001. On the date this restatement was announced, Clarent's stock price closed at $.27 per share.

COUNTS ONE AND TWO: (15 U.S.C. § 78j(b) and 78ff; 17 C.F.R. § 240.10b-5 - Securities Fraud;

18 U.S.C. § 2 - Aiding and Abetting)
35. Paragraphs 1 through 34 are realleged and incorporated herein.
36. Beginning in or about December 2000 through in or about June 2001, in the Northern

District of California, and elsewhere, the defendants

INDICTMENT
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JERRY SHAW-YAU CHANG and
MATTHEW MING-CHANG CHIANG

did knowingly and willfully, directly and indirectly, by the use of any means and instrumentality of
interstate commerce and the facilities of a national securities exchange, use and employ
manipulative and deceptive devices and contrivances in connection with the purchase and sale of
securities issued by Clarent, in violation of Title 17, Code of Federal Regulations, Section 240.10b-
5, by (a) employing a device, scheme and artifice to defraud as to a material matter in connection
with the purchase of Clarent’s securities; (b) making and causing to be made untrue, false and
misleading statements of material fact in reports and documents required to be filed under the
Securities Exchange Act of 1934 and the rules and regulations thereunder; and (¢) engaging in acts,
practices, and courses of business which operated and would operate as a fraud and deceit as to a
material matter upon purchasers of Clarent securities.

37. In order for Clarent to meet its revenue and income goals each quarter, the defendants
executed transactions with unreported side agreements establishing sales contingencies. The
defendants failed to fully and accurately disclose these business practices to Clarent’s outside
auditors, its shareholders and the investing public, thereby knowingly causing the following
financial statements during the last quarter of 2000 and the first two quarters of 2001 to be materially
false and misleading:

COUNT DATE SEC FILING

ONE March 29, 2001 Clarent’s Form 10-K, improperly reporting revenue from the
D-Link transactions set forth in paragraphs 13, 14 and 15
above.

TWO August 14,2001 Clarent’s Form 10-Q, improperly reporting revenue from the
Cradle, Landsat and Mitracomm transactions, and omitting
the D-Link loan, set forth above in paragraphs 24-25, 28-29,
and 30-31 above.

All in violation of Title 15, United States Code, Sections 78j(b) and 78{f; Title 17, Code of

Federal Regulations, Sections 240.10b-5; and Title 18, United States Code, Section 2.
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COUNT THREE: (15 U.S.C. § 78j(b) and 78ff; 17 C.F.R. § 240.10b-5 - Securities Fraud; 18 U.S.C.
§ 2 - Aiding and Abetting)

38. Paragraphs | through 34 are realleged and incorporated herein.

39. Beginning in or about December 2000 through in or about May 2001, in the Northern
District of California, and elsewhere, the defendant

MATTHEW MING-CHANG CHIANG

did knowingly and willfully, directly and indirectly, by the use of any means and instrumentality of
interstate commerce and facilities of a national securities exchange, use and employ manipulative
and deceptive devices and contrivances in connection with the purchase and sale of securities issued
by Clarent, in violation of Title 17, Code of Federal Regulations, Section 240.10b-5, by (a)
employing a device, scheme and artifice to defraud as to a material matter in connection with the
purchase of Clarent’s securities; (b) making and causing to be made untrue, false and misleading
statements of material fact in reports and documents required to be filed under the Securities
Exchange Act of 1934 and the rules and regulations thereunder; and, (c) engaging in acts, practices,
and courses of business which operated and would operate as a fraud and deceit as to a material
matter upon purchasers of Clarent securities.

40. In order for Clarent to meet its revenue and income goals each quarter, the defendant
executed transactions with unreported side agreements establishing sales contingencies. The
defendant failed to fully and accurately disclose these business practices to Clarent’s outside
auditors, its shareholders and the investing public, thereby knowingly causing the following
financial statement during the first quarter of 2001 to be materially false and misleading.
COUNT DATE SEC FILING
THREE May 15,2001 Clarent’s Form 10-Q, improperly reporting revenue from the

D-Link transaction set forth in paragraph 19 above.
All in violation of Title 15, United States Code, Sections 78j(b) and 78ff; Title 17, Code of
Federal Regulations, Sections 240.10b-5; and Title 18, United States Code, Section 2.
COUNT FOUR: 18 U.S.C. § 1512 (Tampering with a Witness)

41. Paragraphs 1 through 12, and 28-29 are realleged and incorporated herein.

INDICTMENT
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42. In or about the week preceding December 17, 2002, outside the United States and

affecting the Northern District of California, the defendant

MATTHEW MING-CHANG CHIANG
did knowingly use intimidation, threaten and corruptly persuade another person, and attempt to do
so, and engaged in misleading conduct toward another person, with intent to influence, delay, and
prevent the communication to a law enforcement officer of information relating to the commission
or possible commission of a Federal offense, as follows:

43. On or about the week beginning December 9, 2002, CHIANG told a Landsat
executive to tell the FBI that there were problems with the Clarent product purchased in the second
quarter of 2001 and that that was the reason why the product was returned, knowing that this
fabricated explanation was untrue.

All in violation of Title 18, United States Code, Section 1512.

DATED: S 23, 2000

KEVIN V. RYAN
United States Attorney

Il
47[/8 /@é&m ,’.L,/E,/’
EUMI L. CHOI /1

Chief, Criminal Division

Q-
(Approved as to form: Clouc Cran(
AUSA Elise Becker
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| KEVIN V. RYAN (CSBN 118321) FILED
United States Attorney
r- wan 23 FH 2152
EUMI L. CHOI (WVBN 0722) iy I S
Chief, Criminal Division GICHARD W VDR ING
cLERK. 1 u GlaTRICT COURT,
ELISE BECKER (NYSBN 2540730) wIRIHUEH D ERIET

Assistant United States Attorneys
450 Golden Gate Avenue

San Francisco, California 94102
Telephone: (415) 436-6878

Facsimile: 415-436-7234
Attorneys for the Plaintiff ‘
UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF CALIFORNIA

SAN FRANCISCO DIVISION J SW
4\.J*i i VAV 0 1 8 7 I,' y
No. <

UNITED STATES OF AMERICA,
Plaintiff, APPLICATION AND [PROPOSED]
ORDER TO FILE
INDICTMENT UNDER SEAL
V.

(San Francisco Venue)
JERRY SHAW-YAU CHANG
MATTHEW MING CHANG CHIANG,

(FILED UNDER SEAL)

N’ N N e N N N N N N e N

Defendants.

The United States by and through its counsel, Assistant United States Attorney Elise Becker,
hereby moves this Court for an order sealing the above referenced Indictment. Defendant Jerry
Shaw-Yau CHANG is a dual citizen with the United States and Taiwan, recently returned from a
trip to China and is known to frequently travel outside the United States. In light of the
substantial penalties in this case, there is a risk that the defendant will attempt to flee prior to his
arrest if the indictment becomes public. Accordingly, the government requests that the

Indictment, Penalty Sheet, Arrest Warrant, Application for Order to File Indictment Under Seal

Application and Order Sealing Indictment
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and the Sealing Order be under seal until defendant CHANG is arrested. However, the
government requests permission to discuss the indictment with defendant CHANG’s attorney in
an effort to ensure his proper representation at his arraignment. The government also requests
that the Federal Bureau of Investigation be provided with a copy of the Arrest Warrant in order

to process defendant CHANG’s arrest.

Dated: March 23, 2006 Respectfully submitted,

KEVIN V. RYAN
UNITED STATES ATTORNEY

C \ (,,/
Elise Becker
Assistant United States Attorney

Upon motion of the United States and good cause having been shown, IT IS HEREBY
ORDERED that the Indictment, the Penalty Sheet, the Arrest Warrant, the Application for Order

to File Indictment Under Seal, and the Sealing Order in the matter of United States v. Jerry

Shaw-Yau CHANG and Matthew Ming Chang CHIANG, shall be filed under seal until further

order of the Court. The government is permitted to notify defendant’s criminal counsel to advise
him of the existence of an indictment. The clerk’s office is directed to provide the Federal
Bureau of Investigation with a copy of defendant CHANG’s arrest warrant.

IT IS SO ORDERED.

DATED: March &3, 2006 C oM U

UNITED/STAAES MAGISTRATE JUDGE

Application and Order Sealing Indictment




