
Sino Clean Energy Shareholder Letter 
 
Dear Shareholders: 
 
Last month, the Company announced financial results for 2010 – a very successful year by all 
measures. Revenues increased 131% to $106.3 million; adjusted net income was up 155% to 
$27.9 million; and the Company generated $26.2 million in operating cash flows. However, we 
have received numerous questions from investors regarding a purportedly subscriber-only 
report released last week on a website called Geoinvesting and reports by an individual calling 
himself Alfred Little.  Both Mr. Little and Geoinvesting admit that they have a short position in 
our stock, giving each of them a significant motive to drive down our stock price to enrich 
themselves at the expense of our stockholders. 
 
Management points out that the information provided and the allegations made in these 
“reports” are false, misleading and reflect a general lack of understanding of our business.  
Virtually all of the allegations in the Geoinvesting “report” are based on an interview with 
someone described only as a “local shop owner.”  This person – who is not identified by name, 
location, description, or anything else – purports to know what the Company owns, leases, sells, 
and manufactures, who it employs, when it operates, and the like, yet nothing is revealed about 
the source or quality of the shop owner’s information, what particular biases this shop owner 
has, what specific questions were asked of the shop owner, and what specific answers were 
given.  While Geoinvesting claims to have conducted “on-the-ground due diligence,” there is no 
hint of what that supposed due diligence was.  Perhaps the most audacious of the liberties 
taken by Geoinvesting are the two references to another source – of course not identified or 
qualified in any manner – who agrees with some aspect of the outlandish claims, as if this made 
the false accusations more credible. If consensus among interested parties were meaningful, 
then we could easily give you a long list of executives of China-based companies who have a 
uniformly negative view of the short sellers and those who falsely bash companies on their 
behalf.   
 
The two reports distributed on the internet by Alfred Little are also false and defamatory. The 
Company believes that the name "Alfred Little" is a disguise used by one or more short sellers 
to support their illegal naked short sale schemes against SCEI and other public companies. The 
tactics used by “Alfred Little" are nothing short of pernicious.  For example, the data he purports 
to quote from Chinese tax authorities to support his various false allegations against SCEI bear 
inaccurate names of the referenced tax bureau so that the information cannot be tracked down.  
He purports to present dramatic and impactful videos to support his false and defamatory claims 
that the Company has no deliveries of product.  What the videos actually show  is a construction 
site behind our plant and not the loading dock. It is likely not an accident that "Alfred Little's" 
various articles appear to be coordinated with short sellers’ activities in large blocks of SCEI's 
stock through which the short sellers get rich at the expense of our shareholders.  
 
We thus take this opportunity to provide a factual description of Sino Clean Energy’s business 
and to provide a factual counterpoint to the reckless and baseless attacks by the short sellers.     



 
Production and Facilities: 
 
Geoinvesting reports that its investigators visited one of our facilities and believes, for some 
unstated reason, that it is “likely” that only one production line is operating rather than the three 
reported in our SEC filings.  Alfred Little claims that his surveillance camera proves that none of 
our facilities are functioning.  Both accusations are wrong. 
 
As we clearly state in our 2010 10-K, the Company operates a total of five production lines, 
which have a combined annual capacity of 850,000 metric tons (MT). Three of the production 
lines are in Tongchuan, with 550,000 MT of annual capacity, and two lines are located at the 
Shenyang facility and have a combined 300,000 MT of annual capacity. 
 
In Place  Method Location Start Date  Capacity (MT/year) 
Line 1   Grinder Tongchuan July 2007  100,000 
Line 2   Atomizer Tongchuan February 2009  250,000 
Line 3   Grinder Shenyang October 2009  150,000 
Line 4   Grinder Shenyang October 2009  150,000 
Line 5   Grinder Tongchuan February 2010  200,000 
 
Photographs of our Tongchuan production facilities, available on our website 
(www.sinocei.net/production-plant) clearly show that we have three full production lines, a coal 
storage facility, and an office building that has been under construction since March 2011. 
These pictures provide a comprehensive view of our property in Tongchuan, while the one in 
the Geoinvesting report only captures one small corner of our Tongchuan facility. 
 
Geoinvesting also references a webpage on the local Tongchuan government’s website, which 
describes the Company and says that by July 25, 2009 the Company started to purchase 
equipment for Line 2 in Tongchuan and was preparing for a third production line.  Unfortunately, 
the publication included in the government website was inaccurate with regard to the dates. In 
July 2009, the Company applied to the local Tongchuan government for a permit for the 
construction of the third production line located in Tongchuan, referred to above as Line 5, 
which began production in Feburary 2010. In October 2009, the Company entered into a 
contract with an equipment manufacturer to purchase the equipment for Line 5 and completed 
the installation and testing of the machinery on January 16, 2010 as indicated by the 
Acceptance Report signed by the vendor of machinery and the company. Unfortunately, the 
local government did not confirm the information included in its webpage prior to publication, 
and given the nature of the information and the purpose of the filing, the Company did not see a 
need to correct it.  Since the short sellers have seized upon the outdated information on the 
district government’s web site that led to the date discrepancy in order to label the Company a 
fraud, however, the Company has contacted the local Tongchuan government to request that its 
webpage be updated with the correct information.    
 



Here is the table showing each production lines cost, the date the machinery was ordered as 
indicated on the machinery purchase contract, and the date the machinery began production, 
according to acceptance reports signed by the vendor and our company after co-testing the 
machine and after installation: 

Production Line Machinery Cost Order Date 
Completion 

Date 
Line 1 (100,000 MT) 1.5 million 9/2006 7/2007 
Line 2 (250,000 MT) 5.3 million 8/2008 1/2009 
Line 3 (150,000 MT) 1.9 million 6/2009 10/2009 
Line 4 (150,000 MT) 1.9 million 6/2009 10/2009 
Line 5 (200,000 MT) 3.5 million 10/2009 2/2010 

 
We provide pictures of the two production lines at Shenyang on the Company’s website and 
www.sinocei.net/production-plant.      
 
The Company had a design capacity of 850,000 MT in 2010. This stated capacity is based on 
operating each of our lines 10 hours/day, 360 days/year. Our actual operations, running two to 
three 8-hour shifts of each production line (see the table under Personnel section), given robust 
demand and pricing for our products during 2010, resulting in actual production of 984,020 MT 
and sales of 982,166 MT. Here is the quarterly breakdown of our production in 2010 (MT): 
 
   Q1  Q2  Q3  Q4  2010 
 
Production Volume  224,674 228,787 239,371 291,188 984,020 
 
The monthly transportation report from January 2010 to December 2010, signed by the 3rd party 
logistic company to whom we outsourced the service of transporting and delivering of coal water 
slurry fuel to our customers, proved the above volume produced by our company was actually 
delivered to our customers in 2010. In contrast to Mr. Little and Geoinvesting, neither of whom 
has presented any tangible evidence to support their libelous claims, the Company has backup 
and/or supporting documents for all of the above statistics. 
 
Personnel 
 
Geoinvesting claims that our representations in our public filings with regard to our personnel 
are false.  Its sole source is the anonymous shop owner. Once again, Geoinvesting chooses to 
base their shoddy research on an unidentified shop owner’s speculation about our head count 
rather than relying on the Company’s statements.  In doing so, they are mistaken. 
 
We have 86 full-time employees at our Tongchuan facility at December 31, 2010, which is our 
peak season. Their functions are as follows: 
 



Function  # of Employees 
 
Management   3 
Sales and Marketing  9 
Technical Staff  7 
General & Administrative 11 
Manufacturing   56 
 Total   86 
 
 
We run 3 shifts a day by rotating the three production lines. Of course, our approximate 21 
management, administrative, technician, logistic, purchase and sales staffs are not always 
present on site across the various shifts. Our operation of production lines and shifts in 
Tongchuan are as follows: 
 
Shift time Production line(s) 

(metric tons) 
Production 
line staff 

Production 
support staff 

Total Production Staff 
working on the shift 

8:00am-4:00pm 
(1 production line) 

1st - 100,000 6 11 17 

4:00pm-12:00pm 
(3 production lines) 

1st - 100,000 6 
7 30 2nd - 250,000 9 

5nd - 200,000 8 
12:00pm-8:00am 
(2 production lines) 

2nd - 250,000 9 
1 18 

5th -200,000 8 
Total   46 19 65 
 
The reason why we produce and transport the majority of our CWSF from 4:00pm to 8:00 am is 
because electricity costs from about 10:00pm to 8:00am are one-third the cost of electricity 
during the day. Therefore, anyone viewing our facilities during the day would likely see fewer 
employees and tanker trucks coming in and out.  
 
The videos Alfred Little posted of the Company’s Tongchuan facility spanned from 8:00 a.m. to 
12:00 p.m., conveniently leaving out our busiest time of the day. Further, his videos are 
misleading because they are focused only on the area of our facility where we are currently in 
the process of constructing additional coal storage.  He has not included in any of his footage 
the primary production and transportation area of our facility.  The Company’s security cameras 
clearly show activity at our Tongchuan facility from midnight to 8:00 a.m. from April 20th through 
the 29th. Video for this period of time can be accessed at the following link: 
http://www.sinocei.net/company-info/videos. The Company’s surveillance cameras retain 
footage for 10 day periods before being deleted.  However, our most recent footage covers days 
prior to the “reports” issued by Geoinvesting and Alfred Little. Furthermore, we have a log from 
our third party logistics company, Xi'an Kai Feng Transportation Company, Ltd., documenting 
the number of deliveries and the total amount of goods delivered at our Tongchuan facility from 



November 2010 to February 2011. You can view these documents in Exhibit I located in the 
data room at the Company’s website: http://ir.stockpr.com/sinocei/data-room.       
 
In addition, of course the management, technical, general and administrative and manufacturing 
staff spend the majority of their time inside our buildings.  Someone camped outside our 
facilities would not see more than 8-10 workers at any time. If they were really interested in 
presenting a valid statement about our headcount, one would have thought that the short sellers 
would have asked to take a look inside. No one working for Geoinvesting or Alfred Little, 
however, to the best of our knowledge, has ever stepped foot inside any of our production 
facilities, including Tongchuan. Therefore, the photos and videos they took from outside our 
facilities during the slowest parts of our day are completely useless in assessing the actual 
business activity at our plants. 
 
Sales: 
 
Geoinvesting claims that the factory in Tongchuan operates only in the winter.  Who is their 
source? The “shop owner,” of course. The shop owner and Geoinvesting are wrong.  Alfred 
Little claims to have camped out at our facilities in order to conduct a 4-month surveillance, from 
which he concludes that we could not be producing even a small fraction of what we claim to 
produce. As we noted above, he located his cameras in the wrong place and shut them down 
too early each day.  He too is wrong.  Finally, Geoinvesting claims not to have been able to find 
several of our customers.  We suspect that they just did not try hard enough. 
 
The Company sells coal water slurry fuel (CWSF) to two types of customers - industrial and 
residential – representing approximately 54% and 46% of total 2010 sales volume, respectively. 
Sino Clean Energy had 43 total customers at the end of 2010, including 38 in Shaanxi province. 
The Company’s top 5 customers accounted for approximately 46% of total volumes sold in 
2010: 
 
Name           Sales Volume (MT) 
Shenyang Haizhong Heating 海众(沈阳）热源有限公司    329,341 

Shaanxi Dade Property 陕西大德置业房地产开发有限公司       40,629 

Shaanxi Tongchuan Yitong 陕西铜川易通高压电瓷厂      31,618  

Shaanxi Urban Development 陕西铜川城建开发有限公司      27,124  

Northwest Rubber  西北橡胶总厂                             27,106  

 
The transportation sheets from 1/2010 to 12/1010 from our third party transportation companies, 
Xi’an Kai Feng Transportation Company, Ltd., (“Kai Feng”) for Shan’xi Suo’ang New Energy and 
Sheng Yang Xin Yu Transportation Co., Ltd.(“Xin Yu”) for Sheng Yang Suo’ang New Energy,     
show the delivered volume to these customers. You can view these documents in Exhibit II 
located in the data room at the Company’s website: http://ir.stockpr.com/sinocei/data-room.  
 



In contrast, the total volume of sales to the customers Geoinvesting’s could not find represent 
approximately 0.43% of total volumes sold in 2010. While we cannot speculate as to why 
Geoinvesting was unable to find the information for the four customers listed, we provide the 
addresses information below: 
 
Name       Chinese Name & Address 

Xi’an Institute of Architecture                西安建筑科技大学华清学院 / 陕西西安幸福南路 109 号

China Northern Airline     中国北方航空公司 / 沈阳市大东区小河沿路 3-1 号  

Northwest Rubber      西北橡胶总厂 / 陕西省咸阳市西华路 1 号   

Shanxi Urban Development     陕西铜川城建开发有限公司/陕西省铜川市新区金漠路 6 号  

 
 
Sino Clean Energy experienced stable demand for our products in 2010 from both types of 
customers for separate reasons. Residential heating customers have peak seasons for winter 
heating usage from November to March, while industrial customers use CWSF year-round to 
provide energy and heating. The following table clearly shows the slight seasonality of 
residential heating customers and the steady usage for our industrial customers.  In any event, it 
proves that we have robust sales throughout the year.  Note that line 5 came online in February 
2010, adding an additional 200,000 MT of annual CWSF capacity. As a result, we signed nine 
new supply agreements and ramped production for our residential and industrial heating 
customers in Shaanxi province during the second and third quarter of 2010. This increase in 
production helped offset the slight seasonality we typically experience in demand from our 
residential heating customers during the second and third quarters.  
 
Here’s the breakdown of total sales volumes (MT) in 2010: 
 
Customer Type Q1  Q2  Q3  Q4  Total 
 
Industrial  88,683  141,607 145,299 152,811 528,400  
Residential  136,619 85,378  87,140  144,628 453,765 
 Total  225,302 226,985 232,439 297,439 982,165  
 
 
The Company uses third party logistics companies to transport the majority of its finished goods 
from our production facilities to our customers. During 2010, at our Tongchuan facility, in 
addition to the two tanker trucks that we own and use, on average 26 tanker trucks, with 
tonnage from 20 metric tons to 60 metric tons a day, were provided by our outsourced providers, 
Xi’an Kai Feng Transportation Company, Ltd., (“Kai Feng”). At our Shenyang facility, on average 
23 tanker trucks, with tonnage from 20 metric tons to 60 metric tons, are provided by a third 
party logistic company, Sheng Yang Xin Yu Transportation Co., Ltd.(“Xin Yu”), in addition to the 
one truck we own. Each truck, depending on the transporting distance and customer demand, 



can deliver one or more times a day. For example, on November 7, 2010, Kai Feng delivered 37 
truck loads of our CWSF to our customers  
 
 
Transportation Activity: 
 
The two largest third party logistics companies used by Sino Clean Energy are Xi’an Kai Feng 
Transportation Company, Ltd., (“Kai Feng”) and Sheng Yang Xin Yu Transportation Co., 
Ltd.(“Xin Yu”). Once again, unlike our attackers, we make the supporting evidence available to 
you.  Copies of the shipping record from 2010 for each of these two logistics companies can be 
viewed in Exhibit II located at http://ir.stockpr.com/sinocei/data-room. We present following 
documentation to evidence the transportation activities in Shan’xi Suo’ang New Energy and 
Sheng Yang Suo’ang New Energy: (1) The 11/2010 and 12/2010 transportation log from the Kai 
Feng shows the numbers of deliver each day in the two months as a sample of evidence of 
truck delivery times and volume in those months. (2) The monthly transportation sheet from 
1/2010 to 12/2010 signed by both our company and Kai Feng and “Xin Yu” in order to calculate 
the transportation fee, showing the total volume delivered to each customers for each month, 
proving the total volume delivered to our customers for 2010, which matches with our reported 
sales volume in 10K. For example, in November, 2010 Kai Feng delivered 2,667 metric tons of 
CWSF to our 5th largest customer Shanxi Urban Development and Xing Yu delivered 20,457 
metric tons to our largest customer Shenyang Haizhong Heating.  These records prove 
conclusively that Alfred Little’s allegation that the company has little operation is completely 
false.  
 
 
Taxes: 
 
Consistent with other companies operating in China, we pay a 17% value-added sales tax 
(VAT) on our net sales. Both of our operating entities, Shanxi Suo’ang New Energy and Sheng 
Yang Suo’ang New Energy, filed a VAT and Corporate Income Tax (“CIT”) with the Chinese 
government. A reconciliation of our 2010 SEC filings to our VAT return reported revenue is set 
forth below: 



r / f RMB FX r at e US$

Chi na Sal es Tax ( VAT)  Repor t  Revenue:
Shan' xi  Suo' ang New Ener gy ① RMB 399, 532, 835 $1=RMB6. 769 $ 59, 023, 908
Sheng Yang Suo' ang New Ener gy ② 317, 995, 709 $1=RMB6. 769 46, 978, 240
Tot al  Sal es Tax ( VAT)  Repor t ed Revenue RMB 717, 528, 544 $ 106, 002, 149

Commi ssi on & Ot her  i ncome RMB 1, 838, 703 $1=RMB6. 769 $ 271, 636

Tot al  Repor t ed Revenue t o Chi na Tax bur eau 719, 367, 247 106, 273, 784

10K r epor t ed Revenue $ 106, 273, 785

Roundi ng up di f f er ence - 1

Reconci l i at i on of  10K r evenue wi t h Chi na Tax Repor t  r evenue f or  2010
( Repor t i ng per i od 1/ 1/ 2010 -  12/ 31/ 2010)

 
 
Moreover, we prepaid the CIT in a total amount of $ 4.85 million (RMB 31.76 million) for the first 
three quarters of 2010 and accrued $ 2.26 million (RMB14.8 million) CIT for quarter four, which 
will be cleared in May according to China corporate tax regulation. Thus, in contrast to the 
allegations set forth in Alfred Little’s “report,” we have timely filed tax returns with Chinese tax 
authorities and paid both VAT and CIT in due time. Alfred Little claims to have obtained data 
from the tax bureau but does not supply the exact name of the bureau for us to check out the 
source of their data. Our tax returns, filed with stamps from the tax authorities for acceptance by 
them and tax payment remittances, prove that we have done nothing wrong in this respect. 
 
 

*    *    *    *    * 
 
 
Our business remains sound, and we are working diligently to execute our growth strategy as 
we laid it out for our investors. As always, we welcome any investors who wish to visit any of our 
facilities.  Upon legitimate request, we can provide more detailed information and data on our 
operation. 
 
I deeply regret the harm these malicious attacks have caused our shareholders.  If these 
perpetrators continue to carry out their reckless allegations against Sino Clean Energy, we will 
not hesitate to take all legal actions available to us.  
 
Sincerely, 
 
 
 
Baowen Ren 
Chairman and CEO, Sino Clean Energy 



 


