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Investors need to be good
Investigators.









Executive Summary

Deals come with real risks from the individuals
you're thinking about trusting.

The specific risks in any particular deal can be
mitigated by matching the risks with specific
checks on the management team.

Different relationships call for different levels of
checking.

Once you understand what’s on the background-
checking menu, as an educated consumer you
can custom-build a set of background checks for
each type of relationship you’re considering.

5



POLL QUESTION

What lie do you think we most often find
when we take apart a resume?

A university degree that was never obtained.
Over-hyped accomplishments at a job.
A claimed, but untrue, college major.

A job that was omitted.






Fake Business

2/16/2018 Justice in Decade-Long Ponzi Scheme — FBI

April 24, 2015

Justice for Victims

Restitution Ordered in Decade-Long
Ponzi Scheme

For more than decade, up until February 2014, Sacramento
businessman (and Ponzi scammer extraordinaire)

fooled his investors and his lenders into bel
that he and his companies were worthy of their trust and their
money. During that time frame, he fraudulently obtained in excess
of $230 million from more than 150 victims, including individuals,
businesses, government agencies, and financial institutions.

used this to fund other business ventures, make
adequate payments to his investors and lenders to keep the scam
going, and line his own pockets.

https://www.fbi.gov/news/stories/justice-in-decade-long-ponzi-scheme 1/5



False Information in Socia

https://nyti.ms/2c1FgWV

TECHNOLOGY

A Silicon Valley Dream Collapses in
Allegations of Fraud

By KATIE BENNER AUG. 31, 2016

SAN FRANCISCO — Like so many bright, young entrepreneurs these days,
arrived here last year, set up shop and promised employees that he would lead
them to the Silicon Valley dream.

That dream is turning out mostly to be a mirage.

This week, company, , began unraveling in a highly public
fashion. Its former head of marketing revealed that the start-up had been mired in

1 _° 9 h |

internal chaos and had sometimes paid employz before
delaying payment altogether. She also alleged that uau 1orged wire transfer
documents to make it look as if compensation were on the way. By late Tuesday,

had taken itself offline. The veracity of . credentials are now also

in question.

While is not widely known, the start-up’s collapse has gripped Silicon
Valley. situation may be extreme, but the company’s implosion has a
familiar ring to many who came west to he the next Mark Zuckerberg — but ended

up instead at the next WrkRiot. Silico vs eager to celebrate its success



Hiding Prior Trou

N.Y. / REGION

Three Plead Guilty to Aiding in Huge
Stock Fraud Case

By TIM GOLDEN JAN. 30, 2002

A former F.B.I. operations manager and two former New York securities executives
pleaded guilty today to illegally helping two Frenchmen who carried out huge stock
frauds in the United States and Europe.

The former F.B.I. employee , admitted to tapping illegally
's computer system to check for any outstanding criminal charges

against the two Frenchmen. - both of whom were

fugitives from Fr«

The securities brokers, , both former senior vice
presidents at PaineWebber Inc. in New York, pleaded guilty to conspiracy and wire
fraud charges. They acknowledged setting up accounts that ind Mr.

used to make tens of millions of dollars in illegal stock trades.

While the Frenchmen were carefully covering their tracks in the financial world,
they also sought to win favor with politicians, including Senator Robert G. Torricelli,

the New Jersey Democrat. Mr. Habat t year to making illegal

contrihinitinne tn Mr Tarricelli'e 100A
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Alleged Sexual Misconduct
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Norman Hsu

Norman Hsu, shown as he arrived at court in Redwood City, Calif., on Aug. 31, 2007, spent years on the
lam before he was caught. PHOTO: PAUL SAKUMA/ASSOCIATED PRESS
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POLL QUESTION

If you’re trying to run a background check
on someone with a common name, which of
the follow is the best identifying factor?

Social Security #
Past home address
Date of Birth
Middle Initial
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Education
Employment

Social Media
Government Business
Criminal Cases

Civil Lawsuits

Identity Data
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April 24, 2015

Justice for Victims

Restitution Ordered in Decade-Long
Ponzi Scheme
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Best Practices
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What a Background Check of Norman
Hsu Would Have Revealed

Track

Federal Election Commission Filings:
- Norman Hsu (no middle initial)
- Three addresses in New York City.
- Affiliated with Next Components,
Ltd., Because , Cool Planets, and
other companies.

Databases cite ten Norman Hsu’s
in the United States. But none of
these Hsu's appear to be
connected to the addresses and
businesses cited in the FEC filings.
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What a Background Check of Norman
Hsu Would Have Revealed

Federal Election Commission Filings:

- Norman Hsu (no middle initial) Databases cite ten Norman Hsu's

Track - Three addresses in New York City. in the United States. But none of
rac - Affiliated with Next Components, these Hsu’s appear to be
1 Ltd., Because_ , Cool Planets, and connected to the addresses and
other companies. businesses cited in the FEC filings.
The New School for Social , Databases show onlv one
Research Annual Report Whartonny.com’s N v Hey i )tlh
(2005-2006): announcement of its 2006 8”:33 o tsu m_the A San Mateo County The docket for the 1991
Track - Norman Hsu (no middle Joseph Wharton Awards nited Sates, Wit Court abstract cited a 1© JOCKEL TOor Ine
5 initial) Di ted N v addresses in three counties 1991 criminal filed criminal case showed a
AEL s lnneein 1 in California, including San ) Gl ek e warrant for Hsu’s arrest.
- Berkeley BA Hsu as a Trustee of the : against a Norman Y. Hsu.
Mateo, San Francisco and
- Wharton MBA dinner
: - Los Angeles.
- Director of Because...
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TimeBomb In Your File

“We are not sure whether any of these
1s the relevant person — they are a
name match only.”
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Alburt Dixon




Hypothetical 1

A headline deal that will be scrutinized
In the press.
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Hypothetical 1

A headline deal that will be scrutinized In
the press.
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Hypothetical 2

One of the management team will be
able to wire millions of dollars with his
own signhature.
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Hypothetical 2

One of the management team will be able to
wire millions of dollars with her own signature.
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S — REAL PROPERTY SEARCHES

In June 2015, Dixon purchased a single-family home at 642 Olde Country Drive in San
Jamaica, California for $2.8 million, according to property records. He financed the
purchase with a $450,000 mortgage from Wells Fargo.
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Hypothetical 3

#MeToo problem?
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POLL QUESTION

Why do fraudsters — now more than ever —
conduct business under fake names?

Common names make it easy to blend in
Past wrongdoing is one Google search away
They want to pretend to be a member of a respected family

So their victims can’t find them
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Four Best Practices




BEST PRACTICE #1

A veteran who recognizes
red flags.

Joe,

Although we are still in the midst of our searches, please
see the attached January 2013 Cape Cod Chronicle article
reporting on the relevant Alburt Dixon’s business
relationship with Nathan Smalls, a “convicted fraudster who
has left behind a wake of failed companies and fleeced
iInvestors.”

More to follow very shortly and | will call you later to discuss.

Regards,
Peter
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BEST PRACTICE #2

If your background
checker gives you
relevant person — thlS TimeBomb,
they are a name don’t put it In your
match only.” .

file unresolved.

“We are not sure
whether any of
these 1s the

36



BEST PRACTICE #3

The further you go away
from home to make an
Investment, the more you
need to check.

We found very few articles in English on
the executives. However, in the Chinese
press we identified several thousand
news articles on them as well as lawsuits
and regulatory actions not reported in
English. Here are relevant highlights:
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BEST PRACTICE #4

Investors need to be
good investigators.
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Thank you.

Questions?

www.mintzgroup.com
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http://www.mintzgroup.com

