
 

China Integrated Energy, Inc. (NASDAQ: CBEH)  

 

March 23, 2011 

Dear Fellow Shareholders: 

Our Company, China Integrated Energy, had a record year, reporting approximately 
$438.7 million of sales, $53.8 million of net income, and $58.2 million of operating cash 
flows in 2010. We successfully filed our 10-K on time with unqualified audit opinions on 
our 2010 audited financial statements and internal controls over financial reporting from 
our new auditor. Having outperformed our own expectations, I am very confident about 
our future.  

As you may be aware, on March 16th 2011, a supposed analyst, writing under the false 
name Sinclair Upton Research, published an irresponsible post that made numerous 
false claims about China Integrated Energy’s business and accounting practices. The 
post was written by an anonymous author who notes his “short” position and that he 
“stands to realize gains in the event that the price of the stock declines”. 

The analyst relies exclusively on innuendo and tries to exploit the well-known fact that 
there is rare consistency between Chinese SAIC filings and U.S. SEC filings to make 
unfounded and unfair conclusions.  Most importantly, whoever wrote this false report 
never set foot on any of our facilities or contacted us to discuss any of the information 
he published.   

Even though these allegations have no merit, we would like to provide further clarity so 
our shareholders have a better understanding of our company. Therefore, we have 
taken the time to prepare a point-by-point response to the article, which has been 
copied here for reference purposes:  

http://www.scribd.com/doc/50869267/CBEH-Research-Report 

 

 

  

 



(Reference 1) 

Allegation: CBEH has transferred $23 million of shareholder funds to the son of the 
CEO through the acquisitions of Chongqing Tianrun biodiesel plant, and Shenmu gas 
station, both acquired in October 2010. 

FACT: CBEH has never transferred or otherwise misappropriated any shareholder 
funds to the CEO’s son, or any other party.  The “report’s” author bases his false and 
defamatory allegation on the “fact”, presumed by him, that the acquired biodiesel plant 
and gas station were owned by Mr. Gao’s son.  The simple answer is that the seller was 
not Mr. Gao’s son and no amounts were ever paid to Mr. Gao’s son in connection with 
the acquisitions.  Moreover, the acquisition prices were reasonable. 

In connection with the Tianrun transaction, after Mr. Gao made a significant deposit 
from his own personal funds, Mr. Gao was allowed to, and did, designate a shareholder 
of Tianrun to safeguard the deposit and monitor the construction that was underway at 
Tianrun.  Mr. Gao designated his son, Gao Bo, to act in this capacity.  Gao Jiankang 
acted as the legal representative of Tianrun, but he is not related to Mr. Gao. Upon 
completion of certain construction to increase the capacity of the plant, in November 
2009, Gao Bo exited ownership of Tianrun and the security deposit was returned to Mr. 
Gao.  Gao Jiankang remained in the capacity of the legal representative of Tianrun. We 
continued negotiating the acquisition.  

The shareholders of Tianrun were Liao Xiaodong, Wang Xiaoyong, and Xie Hui, who 
were also the shareholders of Chongqing Huaneng Waste Material Recycling Co., Ltd. 
that became the holding company of Tianrun prior to the completion of the acquisition. 
In an effort to reduce the impact of the tax that would be payable by the former owners 
of Tianrun under PRC laws in connection with an acquisition by the Company, the 
transaction was structured so that the ownership interests would first be transferred 
to Chongqing Huaneng Waste Material Recycling Co., Ltd., and then upon 
consummation of the transaction to the Company. As a result of tax planning to reduce 
income tax payable by the former owners of Tianrun, we structured the transaction with 
Chongqing Huaneng Waste Material Recycling Co., Ltd.. After the acquisition of Tianrun 
in October 2010, the ownership of Tianrun was transferred from Chongqing Huaneng 
Waste Material Recycling Co., Ltd. to us, Xi’an Baorun Industrial Development Co., Ltd. 
(Xi’an Baorun Industrial).  Gao Jiankang remained in the capacity as the legal 
representative of the newly acquired Chongqing Tianrun. 

With regard to the acquisition of the Shenmu gas station, in September 2010, we 
prepaid RMB 20 million as a security deposit to Lu Wehhua, the legal representative 
and a majority shareholder of Shenmu, to expedite transferring the ownership, related 
gas station operating permits and land use right. Based on that payment, Gao Bo 



received 80% of the ownership of Shenmu from Lu Wenhua and Wang Zhijun. We paid 
the second and third installment payments to Lu Wenhua in November 2010 and 
December 2010, respectively, and withheld the remaining 10% of the acquisition price 
until completion of the transfer of title, related permits and licenses. As China business 
laws require a minimum of two shareholders to form a limited liability corporation, and 
while there was an outstanding unpaid purchase price, Yongsheng Song, an entrusted 
friend of the former shareholders, was designated and placed as a 20% shareholder to 
secure payment of the unpaid balance of the Shenmu purchase price. We intend to 
transfer the ownership interest in Shenmu held by Gao Bo, on behalf of Xi’an Baorun 
Industrial, and Yongsheng Song, to Xi’an Baorun Industrial.   

In an effort to reduce the impact of the tax that would be payable by the former owners 
of Shenmu under Peoples Republic of China (PRC) laws in connection with an 
acquisition by the Company, the transaction was structured so that the ownership 
interests would first be transferred to an individual, Gao Bo, and then upon completion 
of the transfer of title, related permits and licenses, ownership will transfer to the 
Company. The aggregate purchase price is  $9.2 million, and the outstanding balance 
will be paid  to Lu Wenhua, the former shareholder, not to Gao Bo. 

Our Audit Committee, under its charter, is responsible for reviewing and approving any 
related party transactions.  It is the Company’s policy that the Company will not enter 
into any related party transactions unless the Audit Committee or another independent 
body of the Board of Directors first reviews and approves the transactions. We have not 
entered into any related party transactions and therefore did not need to seek an 
approval from the Audit Committee for any related party transactions. 

We have also attached: 

(1) A list of the original owners of the above two acquired facilities.  (Exhibit 1 in 
Appendix).  

(2) Evidence of payment for the above two acquisitions, which shows the names of 
recipients of the payments.  (Exhibit 2 in Appendix).  

(3) References to the Peoples Republic of China tax laws. (Exhibit 3 in Appendix). 

 

(Reference 2) 

Allegation: CBEH acquired companies with minimal assets, revenue and profit as 
shown in the State Administration for Industry and Commerce (SAIC) filings.  



FACT: The “report’s” author relies heavily on SAIC filings to suggest that we overpaid.  
The internet link listed below has an analysis of why SAIC reports cannot be relied upon 
and therefore cannot serve as a legitimate basis for any criticism of any transactions the 
Company has entered into.  We deal here, instead, with the facts.  Our business and 
development team followed Mergers & Acquisitions processes set forth by our internal 
control procedures and performed extensive due diligence on our acquisition targets. 
We also obtained an independent appraisal from a professional appraisal firm for each 
of our acquisitions prior to closing. Further, because of the synergy between our three 
business segments, the three acquisitions together were worth more to us than the sum 
of their values.  Below are the economics of our two acquisitions and one potential 
acquisition, all of which the author of the “report” failed to consider.  

 

Acquisition 1:  Shenmu Retail Gas Station acquired in October 2010 

SUMMARY OF ACQUISITION  
Gas Station 
 

Purchase 
Price 

Sales volume 
TTM* 

Sales Volume 
FY 2011E 

Revenue 
TTM* 

Revenue 
FY 2011E  

Shenmu $9.2 million 8,000 tons 12,000 tons $8.2 million $12.3 million  
*TTM: Trailing twelve months 
 

We acquired a 50-year land use right, gas station operating right, and all of the assets 
of the Shenmu gas station for a total cash consideration of approximately $9.2 million. 
The gas station distributes both gasoline and diesel, which may include blended 
biodiesel in the future. During the past twelve months, the acquired gas station sold 
approximately 8,000 tons of fuel and generated revenue of approximately $8.2 million. 
For the fiscal year of 2011, the Company estimates the Shenmu gas station will sell 
approximately 12,000 tons of fuel and generate approximately $12.3 million in revenue. 
 
The Shenmu gas station is located on the junction to access both the Baotou-Maoming 
Expressway and the Yulin-Shenmu Highway. The acquired facility has 2.1 acres of 
property sufficient to add other services, such as a retail convenience store in the future. 

Acquisition 2: Chongqing Tianrun biodiesel plant, acquired in October 2010 

We have paid approximately $16.5 million in cash for the Chongqing Tianrun biodiesel 
production facility with 50,000 tons of biodiesel production capacity. The payback period 
was estimated to be two years. Tianrun generated approximately $11.3 million and 
approximately $25.0 million in revenue for the years ended December 31, 2009 and 
December 31, 2010, respectively; and approximately $2.0 million and approximately 
$4.2 million of pre-tax income, respectively, The facility was operated at approximately 



80% of capacity. We expect the acquisition to add approximately $31.3 million in 
revenue and $7.8 million in pretax income in 2011. We have already ramped up 
production of this facility to 100% utilization since January 2011. Our strong distribution 
platform in Sichuan Province will facilitate distribution of biodiesel produced by 
Chongqing Tianrun. 
 
For pictures of Chongqing Tianrun biodiesel plant, visit: 
http://www.chinaintegratedenergy.com/business-units/biodiesel-production-sales 
 

Potential Acquisition 3: Letter of Intent to Acquire Facility in Hainan Province to 
Expand Biodiesel Production Capacity 

We have signed a non-binding letter of intent to acquire all of the assets of Hainan Lin 
Gao Chemical Co., Ltd. (Hainan Lin Gao Chemical). We plan to build a 300,000-ton 
biodiesel plant at this facility in Lin Gao County, Hainan Province. We are currently 
performing due diligence, and expect to complete the acquisition in the first quarter of 
2011.  
 
We will spend approximately $9.0 million to acquire all of the assets of Hainan Lin Gao 
Chemical comprising land use rights to approximately 15 acres of land, 2,678 square 
meters of office buildings, a dormitory, a cafeteria, oil storage capacity with 15,000 cubic 
meters of storage, and built-in infrastructure including power, water, road, and 
wastewater treatment. Hainan Lin Gao Chemical is the only privately owned enterprise 
licensed for oil refinery in Hainan Province and currently has 100,000 tons of oil refining 
capacity. In addition, this facility is located near a seaport, which is convenient for 
feedstock and biodiesel transport.  
 
Our phase I expansion plan is to construct a 200,000-ton biodiesel production facility. 
The estimated construction cost of phase I is approximately $37 million to $40 million 
and is expected to be completed 18 months after the closing of the acquisition.  
Projected annual revenue for the 200,000-ton facility is $140 million once it reaches full 
capacity.  
 

For pictures of Hainan Lin Gao Chemical and related operating and safety permits, visit: 
http://www.chinaintegratedenergy.com/business-units/biodiesel-production-sales 
 
We have attached CBEH Internal Control Procedures on Mergers and Acquisitions in 
Exhibit 4 in Appendix, or it may be viewed under this link: 

http://www.chinaintegratedenergy.com/shareholder-letter 



 

(Reference 3) 

Allegation: The author claims that CBEH has overpaid for 13 retail gas stations and that 
these stations have no listed addresses.  

FACT: We have not overpaid for the gas stations. We have continuously evaluated the 
return on investment in the retail gas station segment. We have an internal mandate to 
limit annual lease payments or annual amortization of acquisition costs of our gas 
stations to be no more than 5.5% of the annual revenue generated by each gas station, 
which we believe is reasonable given the fierce competition that exists now in the retail 
gas station market in China. 

Since early 2010, the cost of acquiring or leasing retail gas stations has escalated 
significantly, primarily as a result of increased competition to buy gas stations from 
state-owned petroleum companies working in cooperation with foreign entities.  At the 
beginning of 2010, there were approximately 100,000 retail gas stations nationwide, of 
which 53% - 55% was owned and operated by the state-owned petroleum companies, 
and the remaining was owned by individuals or private enterprises. During 2010, the 
state-owned petroleum companies were more aggressively taking the market to 
purchase retail gas stations. In particular, Shaanxi Yanchang Petroleum (Group) Co., 
Ltd., our largest petroleum supplier, has formed a joint venture with Shell Petroleum 
Company Ltd. to develop more than 100 service stations in the northwestern Shaanxi 
Province. On the other hand, Shaanxi Province has restricted new development of retail 
gas stations, which has resulted in increased demand to acquire retail gas stations and 
increased costs associated with acquiring or leasing gas stations.  In addition to the 
increased  demand, the cost of retail gas stations is driven by these factors: (i) location, 
(ii) traffic, (iii) available land for future expansion, (iv) the duration of the related land use 
rights and gas station operating right, or lease term.    

Xinyuan gas station was the first gas station that we leased in early 2007. We believed 
that the lease terms at that time were reasonable for a 3-year term with options to 
renew for up to 21 years. Upon expiration of the initial lease term, however, the owner 
expressed his intent to sell the gas station at a certain price. We competed with several 
other potential purchasers, and were able to acquire the fixed assets and gas station 
operating right for the next 17 years. Annual amortization of the purchase price is 
approximately 3.8% of the annual revenue of Xinyuan gas station, which is in line with 
our internal mandate. 

Here are the addresses to all of our 13 gas stations: 



Xinyuan Gas Station   Xinhua Village, Disai Town, Baqiao District, Xi’an, Shaanxi 
Province, China 

Lantian Gas Station   Xihou Village, Hongqing Community, Baqiao District, Xi’an, 
Shaanxi Province, China 

Fangwei Road Gas Station   Fangwei Road, Xi’an, Shaanxi Province, China 

Northern Gas Station in 
Yang County Service 
Stations 

  Yang County Service Stations, Xihan Expressway, 
Shaanxi Province, China 

Southern Gas Station in 
Yang County Service 
Stations 

  Yang County Service Stations, Xihan Expressway, 
Shaanxi Province, China 

Northern Gas Station in 
Cheng County Service 
Stations 

  Cheng County Service Stations, Xiyu Expressway, 
Shaanxi Province, China 

Southern Gas Station in 
Cheng County Service 
Stations 

  Cheng County Service Stations, Xihan Expressway, 
Shaanxi Province, China 

Chan’an Lanlian Gas 
station 

  Section Weiqubeiyuan, Chang’an South Road, Xi’an, 
Shaanxi Province, China 

Andong Gas Station   Liu Village North, Baling Town, Baqiao District, Xi’an, 
Shaanxi Province, China 

Jindou Gas Station   Xihu Road, Xi’an, Shaanxi Province, China 

Huafu Gas Station   Hongguang Road, Xi’an, Shaanxi Province, China 

Jinzheng Gas Station   Southern section of Changhong Road, Qindu District, 
Xianyang, Shaanxi Province, China 

Shenmu Gas Station  
  
Shenmu County, Yulin City, Shaanxi Province ,China 

 

Although there is no detailed address associated with each gas station, our gas stations 
bear our own name and logo, except for the Shenmu gas station, for identification. We 
intend to display a map and photos to identify the location of each gas station on our 
website as soon as possible. 



We have referenced the restriction of new development of gas stations in Shaanxi 
Province. (Exhibit 5 in Appendix). 

 

(Reference 4) 

Allegation: Discrepancy between SAIC report and SEC report 

FACT: The author of the “report” bases the vast majority of his conclusions on SAIC 
reports.  That reliance is misplaced. The author admits that the reports by their nature 
are not reliable.  He claims that this unreliability does not pertain to CBEH.  The point is 
untrue for two reasons.  First, his rationale for the unreliability of the SAIC reports is 
wrong, as we detail below.  Second, he assumes that SAIC reports are true for other 
companies in CBEH’s sector.  That premise is totally inconsistent with his admission 
that SAIC reports are not reliable. This tactic of pointing out discrepancies between 
SAIC reports and SEC reports, and then concluding that the SEC reports must be lies, 
is a standard but completely invalid tactic frequently employed by short sellers.  

Each Chinese company is required to file its financial statements annually with the State 
Administration for Industry and Commerce (SAIC). The SAIC filings are required for a 
company to maintain a business license.  The SAIC's function is similar to the "Office of 
the Secretary of State" at the state levels in the U.S., whose primary responsibilities 
include business registration, issuing permits and maintaining corporate status of a 
business. The SAT (State Administration of Taxation) is similar to the Internal Revenue 
Service in the U.S. and filings made with the SAT are used by the central government to 
assess income taxes. It is common for a Chinese company’s SAIC filings not to match 
its SEC filings because of differences in accounting treatment between Chinese 
accounting standards and U.S. GAAP, among other things.  In addition, SAIC filings are 
not consolidated financial statements and each subsidiary often includes inter-company 
transactions. The SAIC report, unlike a company’s SAT report which is non-public but is 
reviewed by regulators, should not be relied upon for accuracy, representation, and 
analyses of the company’s financial position.  Therefore, financial reports obtained from 
SAIC are not an accurate reflection of a publicly traded holding company's consolidated 
financial statements. 

On the other hand, the financial statements, prepared by the management based on the 
company’s records, that the Company submits to the SEC are audited annually and 
reviewed on a quarterly basis by our auditor. The Company does not have any 
obligation to update SAIC filings. Therefore, whenever there is a discrepancy between 
the financial information filed with SEC and the SAIC report, the financial information 
filed with SEC should be accurate and relied upon, because they are prepared from the 
most recent management financial information that is subject to regular audit.  



Given investors’ increased sensitivity about U.S.-listed Chinese firms’ SAIC filings, we 
will make it a priority to ensure our financial information included in future SAIC filings 
are reconciled with the financial information filed with the SEC.  

Please click on the link to reference an analysis of the discrepancy between SAIC 
reports and SEC filings. 

http://weybenjamin.wordpress.com/2011/02/18/benjamin-wey-a-china-experts-views-on-
saic-and-sec-filing-discrepancies-for-u-s-based-companies/ 
 

 

(Reference 5) 

Allegation: Interest income on $80 million of cash on the balance sheet 

FACT: The author of the “report” incorrectly used a high interest rate to calculate 
proposed interest income, and purposely ignored the interest expense we paid for the 
revolving credit facility just renewed in October 2010. The author of the “report” also 
claims that our interest income is so low that we must be lying about the amount of cash 
we have on hand.  Once again, the author relies on innuendo and indirection.  The fact 
is we have the cash that is disclosed on our audited financials. As of December 31, 
2010, we had Cash and Cash Equivalents of approximately $90.3 million. However, of 
that amount: (i) $16 million was a prepayment from our distribution customers, and (ii) 
$14 million was the net proceeds in transit from the registered direct offering that was 
wired out on December 31, 2010, and received on January 4, 2011, due to time zone 
differences and the New Year Holiday.  Therefore, net cash equated to approximately 
$60.3 million. As for 2010, the Company had an average of $30 million of working 
capital requirements to support its wholesale distribution segment, as we generally need 
to pay for oil products 20 days to 25 days in advance. Our annual interest income was 
approximately $85,000, yielding an annual interest rate of 0.10% to 0.36%. The interest 
income was reported in the “Other Income and Expense” net of interest expense.  

The transactions that take place in the wholesale distribution of petroleum products are 
cash transactions, in the form of either prepayment or cash on delivery. Therefore, we 
maintain a high level of cash to support inventory turnover, minimizing inventory 
exposure in the volatile oil industry. 

We have attached Bank of China interest rate table for your reference. (Exhibit 6 in 
Appendix). 

 

 



(Reference 6) 

Allegation: Claims regarding CBEH’s Variable Interest Entity (VIE) corporate structure  

FACT: The author of the “report” sets forth the Company’s VIE structure as if it is some 
kind of maze purposefully designed to hide something.  In fact, in compliance with 
government rules, we maintain a VIE corporate structure, as do many other China 
based, U.S.-listed companies. The author of the “report” notes that Gushan 
Environmental Energy Limited does not use a VIE structure, suggesting that there must 
be something wrong with the fact that CBEH does.  What the author does not tell his or 
her readers, however, is that Gushan, for reasons unique to its business and not 
applicable to CBEH or many companies, is exempt from the government regulation that 
requires a VIE structure.   
 
What the author of the “report” also does not tell his readers is that there are significant 
advantages to the corporate structure we use.  Because of those advantages, from 
2007 to 2010, we have demonstrated a significant growth in revenue and net income at 
the CAGR of 71.4% and 84.3%, respectively. Remitting net earnings to Xi’an Redsky 
Industrial (WOFE) for paying dividend to shareholders will be subject to as high as 35% 
of corporate income tax liability. During our current growth period, we have determined 
that it is more desirable to reinvest net earnings than to pay dividends.  This is not a 
particularly controversial business model, but because it benefits him financially, the 
author of the “report” makes it seem like this perfectly reasonable and justifiable (and 
fairly common) business practice is somehow fraudulent.  It is not. 
 
 
 
(Reference 7) 

Allegation: CBEH’s biodiesel segment’s revenue and earnings are greatly overstated.  

FACT: For the revenue and earnings generated by our biodiesel segment, please refer 
to our 10-K filing for the consolidated and segment financial results for the year ended 
December 31, 2010. On December 3, 2010, CBEH issued a news release on the 30% 
margin on our biodiesel business. The link to this news release is: 

http://ir.stockpr.com/chinaintegratedenergyinc/press-releases/detail/513/china-
integrated-energy-provides-update-on-its-biodiesel-business 

We currently have 200,000 tons of biodiesel production capacity and are one of the 
largest biodiesel producers in China with a focus to be the leader in capacity and 
technology of this infant biodiesel industry. We continue exploring new techniques and 
technologies to produce biodiesel to improve the quality of biodiesel, efficiency of 



production, and diversification of feedstock, minimizing production cost of biodiesel and 
maximizing selling price of biodiesel in synergy with our strong wholesale distribution 
network and sales channel. We are the only non-state-owned biodiesel producer in 
China which has the distribution license selling products in China without geographical 
restriction. 

We have been awarded four patents related to our first generation biodiesel production 
facility located in Tongchuan City, Shaanxi Province. We have six other patent 
applications that are in different stages of the approval process. The patented 
technology enables us to use multiple feedstock interchangeable at any ratio minimizing 
production costs. With an abundance of Chinese prickly ash in Shaanxi Province, we 
use the non-edible seed of prickly ash as one of the feedstock to produce biodiesel in 
addition to better known feedstock, such as waste cooking oil and vegetable oil residue. 
The technology of converting prickly seed oil to biodiesel was tested and approved by 
Shaanxi Province Forestry Bureau in August 2007. The 50,000-ton second generation 
of technology is being deployed in Tongchuan City, Shaanxi Province, and will enable 
us to use more diversified feedstock to produce biodiesel, and thereby minimizing input 
cost and improving margin and profitability. 

We have referenced the press release published by the Shaanxi Research Institute of 
Agricultural Products Processing Technology. (Exhibit 7 in Appendix). 

For more information on the Company's biodiesel technology and all its patents, 
including original certificates of all patents, visit: 
http://www.chinaintegratedenergy.com/operations/intellectual-property 

 

(Reference 8) 

Allegation: CBEH’s wholesales business segment’s business model is too good to be 
true.   

FACT: The total of the arguments presented above by CBEH dramatically 
demonstrates that the false and defamatory statements, based on nothing but innuendo 
and a hope for a big kill on the short sale markets, have no support whatsoever. CBEH 
has been in the wholesale distribution business since 1999, and has, for that reason, 
enjoyed early-mover advantages in this segment over the past 11 years. Please refer to 
our 10-K filing for the consolidated and segment financial results for the year ended 
December 31, 2010, and we stand by them. 

 

 



(Reference 9) 

Allegation: CBEH raised capital at low multiple of price to earnings ratio and low 
valuation. 

FACT: CBEH received net proceeds of $37.4 million from the two recent capital raises, 
on December 29, 2010 and January 4, 2011.  We have explained the reasons for these 
two raises and uses of proceeds in details in our news release issued on January 27, 
2011. The link to this news release is at: 

http://ir.stockpr.com/chinaintegratedenergyinc/press-releases/detail/583/china-
integrated-energy-provides-update-on-expansion-plans 

 

(Reference 10) 

Allegation: CBEH’s former auditor – Sherb & Co., LLP has prepared financials for 
another highly suspicious Chinese company. 

FACT: This kind of allegation really shows how low the author of the “report” will stoop.  
Guilt by association is bad enough, but to tar our company because our former auditor 
prepared the financials for another company that the author calls “highly suspicious” is 
much worse.  We think that Sinclair Upton is highly suspicious, and at least we are 
brave and confident enough to put all of our arguments on the table.  We have 
explained that Upton has so many false statements as to be entirely devoid of any 
credible journalism.  .  On the other hand, Upton condemns us simply because we 
shared the same auditor, without providing any of the facts and  circumstances 
surrounding Sherb’s other engagement, that garnered such a  harsh assessment by 
Upton.  Every situation is different.  Upton is satisfied, however, to throw mud 
indiscriminately, seeming to hope that something will stick and benefit him financially. 

Although Sherb audited our financial statements reported in prior years and reviewed 
the three quarterly financial statements filed in 2010, on December 16, 2010, we 
announced a change of our auditor from Sherb to KPMG. KPMG has audited our 2010 
financial statements, which are included in our 10-K filed with SEC on March 16, 2011. 
For the full 10-K report, please visit:  

http://ir.stockpr.com/chinaintegratedenergyinc/sec-filings 

 
 
 
 
 



 
Conclusion  
We provided more insight into CBEH in order for current and prospective shareholders 
to better understand our business. We have a terrific team of 402 employees operating 
a growing business. We would welcome any current or potential shareholder to visit our 
biodiesel plants, retail gas stations and oil depots, and witness the strength of our 
business model and growth prospects. Notwithstanding the Company’s foregoing 
responses to the allegations in the “report”, our audit committee has decided to 
commence an independent investigation into the allegations and will have the full 
cooperation and support of our management. 
 
 
On behalf of CBEH’s senior management team, our Board of Directors, and associates, 
I thank you for your continued support.  
 
Sincerely,  
 
 
 
Mr. Xincheng Gao,  
CEO of China Integrated Energy 

 

 

 

 

 

 

 

 

 

 

 

 



Appendix  

Exhibit 1 

The Original Owners of Chongqing Tianrun 

 

 

The Original Owners of Shenmu gas station 

Lu Wenhua – 60% 

Wang Zhijun – 40% 

 

 

 

 

 

 



Exhibit 2 – Payment Schedules for Chongqing Tianrun and Shenmu Acquisitions 

Chongqing Tianrun RMB 
(In millions) 

USD 
(In millions)  Payee 

2010/6/30 10.0 1.5 Deposit Chongqing Tianrun 

2010/11/5 56.0 8.4 Installment Chongqing Huaneng Waste 
Material Recycling Co., Ltd. 

2010/12/16 44.0 6.6 Installment Chongqing Huaneng Waste 
Material Recycling Co.,, Ltd. 

Total 110.0 16.5   
 

Shenmu Gas Station RMB 
(In millions) 

USD 
(In millions)  Payee 

2010/9/27 20.0 3.0 Installment Lu Wenhua 
2010/11/2 16.6 2.5 Installment Lu Wenhua 
2010/12/29 18.3 2.7 Installment Lu Wenhua 
 6.1 0.9 Pending   

Total 61.0 9.15   
 

 

Exhibit 3 – The People Republic of China Personal Income Tax Laws, Letter No 
285 [2009] 

See below link: 

http://www.lawinfochina.com/NetLaw/display.aspx?db=law&sen=rLdDdW4drhdDdWrdrL
d6dW4d9ddDdWEd9DdxdWcd/hdvdWud/hdydWhd/LdvdWud/ddTdWud9Dd+&Id=7755
& 

 

Exhibit 4 – CBEH Internal Control Procedures on Mergers & Acquisitions. 

It can also be viewed at this link: 

http://www.chinaintegratedenergy.com/shareholder-letter 

 

 



Exhibit 5 – Restriction on development of retail gas station in Shaanxi Province. 
See below link: 

http://www.sxdofcom.gov.cn/swt/ShowArticle.asp?ArticleID=1356 

 

Exhibit 6 – Bank of China interest rates.  

See below link for interest rate on Chinese RMB account: 

http://www.boc.cn/finadata/lilv/fd31/201010/t20101020_1170160.html 

See below link for interest rate on USD account: 

http://www.boc.cn/finadata/lilv/fd33/201003/t20100322_988447.html 

 

Exhibit 7 – Press releases published by the Shaanxi Research Institute of 
Agricultural Products and Processing technology. See below link: 

http://www.sxnyy.com/A_76.aspx 

http://www.bioon.com/biology/bioengery/310820.shtml 


