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Neither Anonymous Analytics nor its principles is a registered investment advisor or otherwise licensed in any
jurisdiction, and the opinions expressed herein should not be construed as investment advice. This report expresses our
opinions, which we have based upon publicly available facts and evidence collected and analyzed including our
understanding of representations made by the managements of the companies we analyze, all of which we set out in our
research reports to support our opinions, all of which we set out herein. We conducted basic research based on public
information in a manner than any person could have done if they had been interested in doing so. You can publicly
access any piece of evidence cited in this report.

All facts, figures, and opinions are as at the last practicable date. This document has been prepared for informational
purposes only. This document is not an offer, or the solicitation of an offer, to buy or sell a security or enter into any
other agreement. We have made every effort to ensure that all information contained herein that support our opinions
is accurate and reliable, and has been obtained from public sources we believe to be accurate and reliable, and who are
not insiders or connected persons of the stock or company covered herein or who may otherwise owe any fiduciary duty
to the issuer. However, we do not represent that it is accurate or complete and should not be relied on as such, in
particular, Tianhe Chemicals (“Tianhe” or “the Company”) and insiders, agents, and legal representatives of Tianhe and
other entities mentioned herein may be in possession of material non-public information that may be relevant to the
matters discussed herein. Do not presume that any person or company mentioned herein has reviewed our report prior
to its publication.

As evident by the contents of our research and analysis, we expend considerable time and effort to ensure that our
research analysis and written materials are complete and accurate, we strive for accuracy and completeness to support
our opinions, and we have a good-faith belief in everything we write - but such information is presented “as is,” without
warranty of any kind, whether express or implied. All expressions of opinion are subject to change without notice, and
we make no representation, express or implied, as to the accuracy, timeliness, or completeness of any such opinions and
information or with regard to the results to be obtained from its use, and we makes no representation that we will
update any information on this. You should assume that all statements contained herein are our opinion and are not
statements of fact — even if certain statements can be perceived as such. That way, we don’t have to sacrifice our
(hopefully) entertaining writing style by starting every sentence with “In our opinion” as advised by our team of
neurotic and overpriced lawyers.

We believe that the publication of our opinions and the underlying facts about the public companies we research is in
the public interest, and that publication is justified due to the fact that public investors and the market are connected in
a common interest in the true value and share price of the public companies we research. We are exercising our right to
express such opinions in a public forum. Any investment involves substantial risks, including complete loss of capital.
Any forecasts or estimates are for illustrative purpose only and should not be taken as limitations of the maximum
possible loss or gain. Any information contained in this report may include forward-looking statements, expectations,
and projections. You should assume that these types of statements, expectations, and projections may turn out to be
incorrect.

Anonymous Analytics itself holds no direct or indirect interest or position in any of the securities profiled in this report.
However, you should assume that certain of Anonymous Analytics’ research and due diligence contacts, consultants,
affiliates, and/or clients may have a short position in the stock or debt of Tianhe and/or options of the stock, and
therefore stand to gain substantially in the event that the price of the stock decreases. You should further assume that
following the distribution of this report, the aforementioned individuals and entities may continue transacting in the
securities covered therein, and may be long, short or neutral at any time hereafter regardless of this report’s initial
opinions.

Don’t be stupid and invest in the public markets unless you are prepared to do your own homework and due diligence.
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Introduction KV?

JP Morgan was lucky to have withdrawn from Tianhe’s IPO.

It’s hard to imagine that three years after the fall of Sino-Forest, a fraud twice its size could navigate
through a sea of regulators, investment bankers, and auditors to list on a global stock exchange.

Yet here we are.

Tianhe Chemicals is a USS8 billion company that went public on the Hong Kong Stock Exchange earlier
this year as one of the biggest IPOs of 2014. The listing turned the Company owner and founder, Mr.
Wei Qj into a billionaire and Northeast China’s richest man.!

However, we have conducted months of due diligence, field research and analysis which show that
Tianhe is a massive fraud and one of the largest stock market scams ever conceived. This report details
our findings, including extensive analysis of government documents and SAIC filings, site visits to
Tianhe’s purported customers and review of industry data. Our sources also conducted field interviews
with former employees and competitors that completely contradict Tianhe’s stated position as a leader
in China’s chemical market.

Additionally, this report will also provide background on Frost & Sullivan, a firm that had a significant
role to play in legitimizing Tianhe’s claims, and is cited throughout its prospectus.

In the end, we don’t just expect Tianhe to be unwound and delisted, we also expect the Securities and
Futures Commission to bring criminal charges against the architects of its IPO.

! http://www.forbes.com/sites/russellflannery/2014/06/22/listing-makes-chemicals-supplier-northeast-chinas-

richest-man/
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Executive Summary Ku

Our investigation shows that Tianhe Chemicals (“Tianhe”) is one of the largest stock market frauds ever
conceived. We present irrefutable evidence that Tianhe’s IPO prospectus and subsequent earnings
announcements massively overstate the scale, scope and profitability of Tianhe’s business.

Overstated profitability: original SAIC filings of Tianhe’s relevant operating subsidiaries show that in
2012, Tianhe’s true revenue was 85% less than it reports, and its net income was almost 100% less.
Similar overstatements were made for 2011. We present additional government and third-party
evidence that corroborate the SAIC filings and discredit the IPO prospectus.

Contradictory tax data: we present smoking gun evidence from relevant tax authorities that Tianhe
does not pay the taxes it claims. If its financial statements were accurate, Tianhe’s tax payments would
exceed all the tax revenue collected by the jurisdictions in which it operates

Two sets of books: we provide evidence that Tianhe has created fake SAIC filings to match its
prospectus, and in the process, presented two sets of books to the SAIC. The original set was audited by
a registered local auditing firm and shows that Tianhe is a fraud. This set contains anti-counterfeit
stamps which can be used to verify the authenticity of the SAIC filings online with the relevant
accounting oversight body. A second set was audited by Deloitte and matches with Tianhe’s IPO
prospectus. However, we believe this set to be a fake created ahead of the IPO because among other
reasons, it does not contain the necessary anti-counterfeit stamps, nor any form of verification code.

Related-party customers: our investigation shows that most of Tianhe’s biggest, disclosed SFC
customers are all either related parties, very small and/or bordering on non-existent.

Impossible market size: Tianhe claims the secret of its profitability stems from its ability to produce and
sell anti-mar in commercial quantities. However, reports by industry experts, backed up by market
research show that i) Tianhe’s claimed sales of anti-mar are twice the size of the total market, ii) Tianhe
is not known by industry players, and iii) statements by former employees show that Tianhe does not
produce anti-mar, but a far less profitable and less valuable solvent used in the anti-mar process.

Conclusion: we believe that this is the end for Tianhe. Tianhe came to the market as one of the biggest
IPOs of 2014, and at USSS8 billion we believe it will collapse as one of the biggest frauds in history.



Background K@

Tianhe claims to be one of China’s leading chemical producers with two principal business segments,
namely Lubricant Oil Additives (“LOA”) and Specialty Fluorochemicals (“SFC”).2

e LOA: Lubricant additives are added to base oils and used by lubricant manufacturers to produce
industrial and commercial lubricant products. In turn, these products are used in a broad range
of industries, including engine oil for automobiles, ships and turbines, and in virtually any other
application where metal-to-metal moving parts are utilized. Tianhe considers itself the largest
LOA producer in China and the sixth largest producer worldwide.’ Tianhe names its top LOA
competitors as Lubrizol, Infineum, Chevron Oronite, Afton, and Chemtura.

e SFC: Specialty fluorochemicals have a diverse range of applications, including anti-corrosion,
fire/water resistance and surface protectants. Given their wide-ranging use, SFCs are used in
everything from leather and textile finishing agents to eyeglasses and touch panel coating.
Tianhe names its SFC competitors as DuPont, Solvay, Asahi Glass, and Daikin.

Public Competitors

Name Ticker Market Cap (USS) Founded Geography Business
Chemtura CHMT.NYSE S2 billion 1900 us LOA
NewMarket (Afton) NEU.NYSE S5 billion 1887 us LOA
DuPont DD.NYSE $60 billion 1802 us SFC
Solvay SOLB.BRU $13 billion 1863 Belgium SFC
Asahi Glass 5201.TYO S6 billion 1907 Japan SFC
Daikin 6367.TYO $20 billion /1-‘22{ Japan SFC
Tianhe Chemicals 1619.HK S8 billion \/\ 1992 ) China LOA/SFC

~ -

Source: Financial Times, Yahoo Finance

The specialty chemical industry is defined by significant barriers to entry, including advanced R&D
capabilities, complicated production processes, and arduous certification and testing requirements.
Even if an emerging chemical company has the technical capabilities, OEMs generally stick with
established suppliers that have a proven track record, brand recognition, and quality assurance systems.
The product certification process itself is highly complex and time-consuming which discourages
customers from switching chemical suppliers.

Given these immense barriers, the most successful chemical companies got their start over a century
ago and developed their technical know-how through two World Wars. The one notable exception is
Tianhe who can trace its roots back to 1992, and only established its first operating subsidiary in 2004.*

? http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 1
* http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 145
* http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 112
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Fabricated Revenues and Profits K@

In its prospectus, Tianhe reports incredible revenue growth and profitability. Between 2011 and 2013,
Tianhe’s revenue purportedly grew an average of 22.4% annually to RMB5 billion (US$S812M). In that
same period, Tianhe claims net income tripled from RMBO0.9 billion to RMB2.6 billion (US$424M):

Exhibit 1
Tianhe Consolidated Income Statement

For the year ended December 31,
2011 2012 2013

(RMB in thousands)

Revenue .. ... ... ... . e 3,359,368 4,192,553 5,033,795
Costofsales .. ... ... ... . .. (1,869,454) (1,651,300) (1,986,805)
Gross profit . ... ... e 1,489.914 2,541,253 3,046,990
Profit before taxation .. .. .. ... ... ... .. ... ... .......... 1,164,220 2,553,656 3,100,407
Income tax eXpenses ... ... ...t e (216,109)  (363,692) (474,178)

Profit and total comprehensive income for the year attributable
to the owners of the Company .. ........................ 948,111 2,189,964 2,626,229

Source: IPO Prospectus, pg. 7

Tianhe’s stated profitability is derived from superior operating margins of over 60%. By comparison, all
of Tianhe’s competitors report operating margins well below 30%:

Exhibit 2
Peer Operating Margins
70.0%
60.0% B Chemtura
50.0% m NewMarket (Afton)

40.0% H DuPont (Performance Chemicals)

30.0% M Solvay (Performance Chemicals)

B Asahi Glass (Chemicals)

20.0%

# Daiki .
10.0% Daikin (Chemicals)

M Tianhe Chemicals

0.0%

2011 2012 2013

Source: company filings



While Tianhe presents itself as a top-tier chemical company to investors, government documents show
that the reality of Tianhe is much different than what the Company has presented in its prospectus and
subsequent earnings announcements. SAIC’ filings for Tianhe’s operating subsidiaries show that the
Company’s revenue and size as stated in its IPO prospectus are grotesque fabrications.

According to the prospectus, Tianhe has five onshore subsidiaries of which only two had commenced
business operations as of 31 December 2013: Jinzhou DPF-TH and Fuxin Hengtong. Tianhe conducts all
its business through these two subsidiaries:

Equity interest attributable to the Group

Date and place of
incorporation/
establishment

Issued and fully
paid-up share capital/
registered capital

At 31 December At the date

Name of company 2011 2012 2013 of this report Principal activities

Co., Ltd.* (“Tianhe Zhiye™)

T L R A R 30 August 2004 Registered capital  100% 100% 100% 100% Manufacturing of
Fuxin Hengtong Fluoride People’s Republic Renminbi specialty
Chemicals Co., Ltd. * of China (“PRC™) (*RMB™) 80,000,000 fluorochemicals
{(“Fuxin Hengtong™)

FE R BT R 15 May 2007 Registered capital  100% 100% 100% 100% Manufacturing of
Jinzhou DPF-TH Chemicals PRC LUSS107,450,000 lubricant additives
Co., Ltd.* (“Jinzhou DPF- and specialty
TH™) fluorochemicals

s T AT 27 April 2010 Registered capital  100% 100% 100% 100% Not yet commence
North China Petrochemical PRC US$60,000,000 business
Co., Ltd.* (*North China™)

AR AR A 28 April 2010 Registered capital  100% 100% 100% 100% Not yet commence
Sino-Asia Petrochemical PRC USE50,000,000 business
Technology Co., Ltd. *

(“Sino Asia™)

Mg SREERLT 19 March 2013 Registered capital —  —  100% 100% Not yet commence

Jinzhou Huifa Tianhe Zhiye PRC RMBS,000,000 business

Source: IPO Prospectus, pg. I-2

> By way of background, chinese companies are required to file annual financial and business information with the
State Administration for Industry and Commerce (SAIC). SAIC filings are public documents.
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We present the SAIC income statements for these two subsidiaries below. These documents show that
Tianhe’s real revenue and net income are SIGNIFICIANTLY LESS than what has been presented to
investors. SAIC filings show that in 2012, Tianhe’s actual revenue was 85% less than it claimed in its
prospectus, and its net income was nearly 100% less. Similar dramatic overstatements were made for
2011:

SAIC vs Prospectus

(RMB Millions)

Revenue 2011 2012
Jinzhou DPF-TH 485 506
Fuxin Hengtong 275 143

Total 760 649

vs. IPO Prospectus 3,359 4,193

% Difference -77% -85%

Net Profit
Jinzhou DPF-TH -1 -9
Fuxin Hengtong 56 11

Total 55 2

vs. IPO Prospectus 948 2,190

% Difference -94% -100%

Source: IPO Prospectus, SAIC

The SAIC filings show that at best, Tianhe is a relatively small company which generates only a fraction
of the business it claims. This is a far cry from the unbelievably lucrative USS$8 billion chemical giant that
has been presented to investors. Given these discrepancies, Tianhe’s IPO prospectus appears to contain
some of the most fabricated financial statements we have ever encountered.




Jinzhou DPF-TH (Chinese: £ & KE&{LFEARBAT])

2011 SAIC Income Statement
Revenue: RMB485 million (US$76 million)
Net Income: -RMB1 million (-USS$0.16 million)

# R
A1
A S SR T R 201 iy A
& H F A LHEEH
. #dk E | 435,390,496.05 || 207,769,042.95
ELP: Ak Al 433,375.211.15 288,382,128.75
BTN 52015,284.90 9,385,914.20
=, FEEHK 490,761,338.33 316,466,542.73
Bk A 435,503,254 81 272,618,739.44
o EFESFASR 384,833,304 72 263,714, 442,64
E RIS 50,669,860.09 8,304,295.85
A5 b A4 AW Ao 24173
4 & F F 5,589,295.30 4,225301.76
A 40,622,578.62 29,970,345.48
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TRy
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£ HLEE
EI RN
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P& W ARAR & 207917167
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do: F AP 4,664,625.29 2,916,583.12
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Jinzhou DPF-TH (Chinese: £ & KE&{LFEARBAT])

2012 SAIC Income Statement
Revenue: RMB506 million (US$82 million)
Net Income: -RMB9 million (-USS$1.5 million)

) i
bl b Vol
R, SMBERSETMLT Ry T
1 = EE S A i
—. BilHKA | 505817,874.54 485,390 496,05
Hrh: EEEEA 482,501 802 41 433,375,211.15
FAl sl Frdle 23,226.27223 §2,015,284.90
Z. BilrR kg 512,988,007.39 49-[:.?51:33&33
Al 416,963 855 57 435,503 254,81
Hep, LT #g 395,630,711,32 304,833,364 72
FEfhall &l A 21,353,144.25 50.660,860.00
Bl A B 2,117.30
£y e 2 B 7.690,138.80 5.580,295.30
IR 45,095 43854 49622 578 62
o B
B LA
5 21 43,208,574.09 2,123,263.97
Hd, FEFE
F A
CrdPfie Opdigiel - SHiR)
. B A AR -2,079,171.67
Mz CUHE RIS (ALl “— 2HF)
WA (RRL " B4R
Fe i I A b F S ol B4R R e 2y
=. BAlbFE (SR - S85)D -7,170,132.75 -5,370,842.28
I - NN 1,088,7%0.72 4,664 62529
W: Eolk 37 283263371 38162312
Horp: JEiENBE ok B0 %
M. FiRL8H (Smasm - e -8,013,975.74 -1,087,840,11
W FiREL R A
h, BHE QPSR <~ SHF) | 8,013,075.74 | -1,087,840,11
1

Pt )
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Fuxin Hengtong (Chinese: B.E11E® {L2HRAT)

2011 SAIC Income Statement

Revenue: RMB275 million (US$37 million)
Net Income: RMB56 million (US$9 million)

# 8 &
. 024
- SR REEERLEERAR P
0 El L ] ey
—. FEEEAN | 275,040,400.63 89,805,045.98
A 2 ELHua 194,772,020.86 85,519,026.89
- Eitiiiﬁh 80,267 470.77 1,286,019.09
. By 216,812,711.79 102,276,435.15
AR 203,745,060.25 79,274,306.31
Fot: TEEAF 124,053,363.37 77,998,600 62
£ Ak A 79,601,606.88 1,275,705,59
. Ak A5 B Ao 644,687 69
HEEA 1,138,387.15 £38,734.89
12 A 12,287,048.36 20,660,960.40
Fb: dfdage
HESFEW
W8 A 5,446,024 45 1.702,431.55
Kb H8
F B,
LA (dcinl = S35
A 7 AR 4R -5,453 497 11
Ao A-AATE T LS (d5f0 < FHF )
WA (ke - 235
e MBEELfb B o b fid
= BLAE (S - 25 58,227 688.84 -12,471,389.17
T TN 1,415,822.91 2.769.43
d: Flshd 7.548,301.94 1,996.97
E7: R FALEHRE
. AHEN (FHREML - T4 52,095,209.81 -12,470,616.71
#: MRHEER -3,536,424.73 -3,115,309.53
| 5563163454 -9,355,307.08

A, BHE (BTHEeL -~ 435

T B e 56
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Fuxin Hengtong (Chinese: B.E11E® {L2HRAT)

2012 SAIC Financial Summary
Revenue: RMB143 million (US$23 million)
Net Income: RMB11 million (US$1.7 million)

The 2012 SAIC filings contained a financial summary page which shows revenue and net income figures
for the year. This form is signed by the Chairman Wei Qi, under a sentence which reads “I confirm the
content of the submitted annual audited report is true.”

m. 2 51§ R%

2 | BEFERRLERERAT FEMS | 210900004029229
o BE
o n B
Bz R o Bl
o BE
LERE GBI N | 14253270384 0.00 G :
AR B 12931545.95 JG A © L5 S
SEERIE [N 71097796226 7T
AEYNEL R 1330197.73 7T
LE TR : 0.00 7% | 3
ER G B 240150681.66 JG | HAF: KHARHE 0.00 JT
FERAR B 240150681.66 7C | HH: KHIHHHF 0.00 JG

ANBINA R R FERIR S BHrEN BB L.

ﬁﬁ&%ﬁi@)\%@%ﬁ%
~ € A

H
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Supporting Evidence from Industry Website

In addition to SAIC filings, numerous government and third-party documents contradict Tianhe’s
reported financials. In a press release dated 25 November 2011, an industry website citing the Fuxin

local government announced that Tianhe’s Fuxin Hengtong subsidiary generated revenue of RMB230
million in the first ten months of 2011:

EJNm‘HﬂIEﬂEE EMNERLEA
http://www.chem he360.com 11825 t |E¥,ﬁﬁﬁ?ﬁiﬁ|

EEWTE: EtaEit TSR aeRRERait=aRes. FEMILTIaERLE.
T THRECTHRASZE R 1IF, ERfer=iik10/7.

AR ESEAH @O E

EfEBEFERASEEREE M EF BB AL T EFAkE, EEFsleEE =~
(E 1085, STNEEE A2 3z ) BOsPI6RET. —Edl4-4EEER= 20008
PREEE LR Rel @B 10000, BEnZMBECGR Tier. EME—FFr 10000 S 55E: 1500
WemmamiEErs, ZmELRTFEE =M, FE#HTed%sE, Mit20128 5 eeE
7= B, EfrmHasEiitgallohmit, mihsBEasdFEal. b, Easl aniznEg
fitl, AREATTHraRA T, b M REEA R -

Source: http://info.chem.hc360.com/2011/11/251031323958.shtml

If we annualize that figure (RMB230 million + 10 x 12) we get RMB276 million, which matches Fuxin
Hengtong’s 2011 SAIC revenue figure of RMB275 million. This announcement further proves that
Tianhe’s prospectus is a work of fiction.
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Supporting Evidence from Liaoning Daily

The Liaoning Daily is the official newspaper of the Liaoning Province Committee of the Communist Party
of China, and distributed in Tianhe’s home province of Liaoning. According to an article published by the
newspaper on 19 June 2012, Fuxin Hengtong generated revenue of RMB43 million and pre-tax earnings
and VAT of RMB8 million in the first four months of 2012:

BHiEN X KERE LT THE

2012-06-19 06:16 T E1E

6R13H, BHEEEFERLRN—FEIC
5, L8525 30007 TN, ZIH30000E 21
BEIEE#HT S, it AmaE e ap=ie
FAiFHE A, B, AR REAFIE30000
S

EFmER SR ESIFCE  EEELTE
fReElEEtE IRt E s . Syl
» EREEEEEENEL T L B o EE . i
I FIERERRE, EHHAERAREL LIER.

‘i EEESENTER AKEREE A ERE
PR AR SEEAEHAE i

R 2004 s HRFE RSN FHRLEE

FEWTERRET M EaTEFNZ LA 28
a1 3HERH, BRI00%A . a8 TAiEEME T ARSE . Ei. RfoEE
» BUE ZEHiERFREOZERES 1 Ex, BIefIauniERi=SinEzR I TENE,
SapinEia il FREF PSSy Rth R e . SEa14T A, SRR TEE T Er=E5836
A SN A 433005, LR e28 1. AFlARATIFLE  EETRM4-AR, EmEN
FEE B R EATE, 6000 mES 2000 F B Bie Aigr; 152000 A S AR L
IHEIRETH 10 A 10000 S A1 =RED - SElRITEACK A8 Bigr, EmEFaEimtoRE~.
FramEEA~E, AREFEHET10Em.
Source: http://news.Ind.com.cn/htm/2012-06/19/content 2361265.htm

If we annualize the revenue figure (RMB43 million + 4 x 12) we get RMB129 million, which is consistent
with Fuxin Hengtong’s 2012 SAIC revenue figure of RMB143 million. Once again, this confirms the
numbers in the SAIC filings, and discredits the IPO prospectus.
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Supporting Evidence from Local Chemical Industry Size

According to the prospectus, Tianhe generated SFC revenue of RMB1.5 billion in 2011.° The prospectus
does not disclose the SFC revenue split between Fuxin Hengtong and Jinzhou DPF-TH. However, the
prospectus does note that prior to October 2013, both subs operated four SFC production lines each.’
Given that Fuxin Hengtong operated half the SFC production lines, it’s reasonable to assume that it also
generated half the revenue, or RMB750 million.

Fuxin is home to a number of fluorochemical companies, with a fluorochemical industrial park having
been built in the city in 2004.2 However, according to an announcement dated 19 December 2011 by the
Fuxin government, the entire City’s fluorochemical industry generated total output of only RMB900
million for the 11 months from January 2011 to November 2011:

BEl, WHEIR T 20F T a2 MR TALT L EMER, 2R aE iR
BF1Mom, Eam—HRIESETaB2mg il AR, BT . S$EoCA T . Bl
REF—Ha=RENE-TRERIEE. BhaiTelfE2~nAas s
SEART, AREBORZEME. SRRGREShOEZEENTR. Eb, [ 2EREN
T BITH B I EERER P b T ERRITAE, A TR HEEHIAR . SEFTARE,
HREAF. BENE—FEERHREESRRREL. 2. FEFEITRHTEES T
(Bl A T EFRRTTAE . 2l 7 IR R S B R R R E 2 E o SR = B F AR
T, BREMEEE T e b= &, ERpmst+aT . mRitTeas
FaOTWERETE, hRmalTmL SR T m, RIHEERIN TR 7Rk RE.

SE118, EFEATELERI P, EhpfETeilbiopn, SHTbE
RIHAEH73.1%, FRHSETSERMI0ZTT, FHIEKT7%: TMEEE RS 57
T, B 1083%, AREERS.-

Source: http://www.fuxin.gov.cn/fx/zwgk/zdxm/content/183667.html

Given the limited output and considering that numerous companies operate in the City, we are not sure
how Tianhe can claim to have generated total SFC sales of RMB1.5 billion. Furthermore, this
announcement mentions Fuxin Hengtong by name as one of 19 active contributors, so it would be
impossible to argue that the government forgot to include the output from Tianhe’s subsidiary in its
calculations.

® http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 144
7 http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pgs 156 and 203
® http://www.ncbi.nlm.nih.gov/pubmed/20964291
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Adding further doubt to Tianhe’s claims, we found the following company profile for Fuxin Hengtong on
an industry website where buyers and sellers connect:

Fuxin Hengtong Fluorine Chemicals Co., Ltd manufactures four major categories of fluorinated
products based on tetrafluoroethylene. These are polytetrafluoroethylene [PTFE] resin, fluorinated
telomer alcohols, hydrofluaro ethers [HFE] and fine fluarine chemicals. FHT manufactures both the
suspension and dispersion types of PTFE resin. The annual outputis 1,200 MT of suspension resin
and 600 MT of dispersion resin. The independently developed fluorinated telomer alcohol series of
products has been identified as a national technology support project. Qur corporation is ane of the
few enterprises in the world with large-scale production capability for fluorinated telomer alcohols
with an annual capacity for these products of 3,000 MT. HFE products are mainly usedin
refrigeration, foaming, industrial cleaning and solvent applications. Our capacity of HFE products is
1,000 MT. At present FHT has the ability to produce maore than 30 fine fluarine chemicals. FHT?s
products are highly sophisticated and internally developed. We have the ability to adaptthese
products to our customers? specific needs.

[ Selling Categories ]

- Chemicals == OrganicIntermediate

[ keyword ]

Fluorine Chemicals, HFE, PTFE, fluorinated telomer alcohol, fine chemicals

Reqistration Date 20121119

Buyer / Seller in EC21 Seller

Business Type Manufacturer

Year established 2004

Employees total 101 - 500

Annual revenue JSD 10,000,001 - 50,000,000

Source: http://fxht.en.ec21.com/company _info.jsp

Considering the wording, this profile appears to be written by the subsidiary itself. We note that this
profile was registered at the end of 2012 (19 November 2012) and states that the annual revenue of
Fuxin Hengtong is between US$10M and USS50M.

In 2012, Tianhe reported SFC revenue of RMB2.4 billion.” Again, if we assume that Fuxin Hengtong
generated half, it would translate to revenue of RMB1.2 billion or US$194M. This amount falls outside
the range of USS10M to USS50M.

However, worth mentioning is that the SAIC filings show that Fuxin Hengtong generated revenue of
RMB143 million (US$23M) in 2012. This number fits perfectly in the range provided by the company
profile.

? http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 144
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Tax Discrepancies: The Smoking Gun K@

If Tianhe’s sales and profit figures as presented in its prospectus were accurate, the Company would be
a substantial tax payer in the jurisdictions in which it operates. In China, there are two major taxes:

1. A 17% VAT (Value Added Tax) is paid on sales less cost of goods sold, adjusted for D&A and
direct labor (adjusted gross profit), and
2. Income tax on pre-tax earnings.

Exhibit 3 shows our calculations of total Company-level taxes and Exhibit 4 shows subsidiary-level taxes.

Exhibit 3
Total Taxes (RMB millions)
2011 2012 2013
LOA
Revenue 1,817 1,775 2,063
CoGS - D&A - direct labor 1,262 1,197 1,390
VAT basis 555 578 674
VAT tax (17%) 94 98 115
SFC
Revenue 1,542 2,418 2,971
CoGS - D&A - direct labor 475 305 423
VAT basis 1,068 2,113 2,548
VAT tax (17%) 182 359 433
Total VAT tax 276 457 548
Income tax paid 201 366 438
VAT + Income tax 477 823 986

Note: we subtract D&A and direct labour from CoGS because these components receive no VAT tax returns. We note that equipment and machinery
get tax returns, but not property purchases or construction in progress. Page I-33 of the prospectus shows that machinery spending was minimal, so
we ignore this for calculation purposes. Income tax paid figures are from page 1-8 and CoGS figures and adjustments are from page 214.

Exhibit 4
Total Taxes by Subsidiary (RMB millions)

2011 2012 2013
Jinzhou DPF-TH
VAT tax 185 278 331
Income tax paid 131 217 259
VAT + Income tax 316 495 590
Fuxin Hengtong
VAT tax 91 180 217
Income tax paid 70 149 179
VAT + Income tax 160 328 396

Note: the prospectus states that Jinzhou DPF-TH generates all the LOA business, and we assume the SFC revenue is split equally between the two
subs, as discussed on page 15. Accordingly, we have prorated income taxes based on percent of gross profit as determined by the revenue split.
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In this section, we present smoking gun evidence that Tianhe is not paying the taxes it claims and
therefore not generating the profits it claims.

According to the prospectus, in 2011 Tianhe reported adjusted gross profit of RMB1.62 billion which
translates to VAT taxes of RMB276 million. Additionally, Tianhe reported income taxes paid of RMB201
million that year. Combined, Tianhe should have paid total taxes of RMB477 million in 2011.

In subsequent years, Tianhe’s tax payments would have grown in tandem with its gross profit and
income, reaching RMB823 million in 2012 and nearly RMB1 billion in 2013. These sums would be paid by
Tianhe’s two operating subsidiaries, Jinzhou DPF-TH and Fuxin Hengtong.

Based on our calculations, Jinzhou DPF-TH alone would have paid total taxes of RMB316 million in 2011.
However, according to the Jinzhou local government, only seven companies paid more than RMB100
million in national taxes (VAT and income tax) in 2011, and Jinzhou DPF-TH was not one of them:

201 1E3 i EBLAZ e fi ik 7T P

inH, Rt 2o 11 ERAATHER TSR, SRR LiilbiAds P, KRS HERleslzo, £
SR THEEFHIETTe%, B4 FEFE M2 AL ZEHMLA SR . SRS EER, ongEoH
BRiTEmsE P OHRIGESRNT AT htEL BT 5B/ ERET —FESRELE S
M CTTHRY » SEAiRE T L ES R AT, A 1904 e L R B A B EEE
FERR.

TEHFRHATIER, Raia LaliRp e (KB33E “E” , 01 SR ASErideds0 o, #14
SHEEFHNIRIG%, B MRS HEE N eE S0, EEremERMLAR “PReE” 5 ERITRRNE
RoaEEWEHBREH, onF ESTRGMNMMH TS T ARG Ha6s4 7, L182mEHiA e
=7 ITERELARNMLATEREERIRERL, ongFSRHHNETHARN ez, E
triBicdan, BelBwss; MRS =deehm, Mfushemiiigic, AEEE ) MR AR
WEIRR TR PaEFRALREER A8 zseLh T, Eltigtcras, Biiszehm, SemitaEER
(b FIE AR 0% SRt FRA EIBER . AriFHizeRi1rae o, [ElbiEcess, Bzzozhr, ElEe
FEEAIT AL “ BT ; B SR/ VERRY EIUELR, ol BBl A Boma o, HEE.
BE. BiEtnlhYRsaE.

Source: http://www.jz.gov.cn/Injz/2012/03/21/156428.html

If Tianhe’s prospectus is to be believed, Jinzhou DPF-TH would have been among the biggest local tax
payers and certainly made this list.

But it did not.
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Furthermore, on the website of Yi County — where Jinzhou DPF-TH is based and pays taxes to — the
government’s Year in Review report for 2013 notes that there was no company in Yi County that paid
more than RMB100 million in taxes.*

fi. MBREREAHERS
RIMFERE, HRERZREXH BREURESRMELSFOBRIFES. HHEMKE,

%, FES00073 7Y
FBLFYIN, T
5, BiRPIRiE
EFEERPT

R, MR “

Source: http: //www Invx gov. cn/ztzl news. Asp?news show. Shtml&ld 663

In fact, according to the government, the entire bureau of Yi County only collected tax revenue of
RMB303 million in 2012:

[~ - —
¥

Y YEiE: B8R - BEES - 265 - @i > X8

[FFERb: KX R 1 OTenzE]l  [xiAEO]

B X EEBBRR R oA SREEES
BERE: $RIMMAERT LAeTiE: 2012128210

SELR, BN EERREFUMERIEIE. ﬁcftmqﬁﬁ%jj , BEERAREMEEFE,
BBV, DaREEE, LUPEREER. TR ?ﬁ&ﬁéf%%ﬂﬂ(% #iLF12A17H, &
BRIARBTUTTN30346. 85 7T, FEHCEYT9211. 4777T, FILEHK43. 58%, HF—HETAEITAREIT3082. 575
JT. K54 9% BEEREEBIUEE.

Source: http://www.In.gov.cn/zfxx/gsgd/yks 1/yx/201212/t20121221 1026592.html

This announcement dated 21 December 2012, suggests that the Yi County government is proud of its
RMB303 million tax revenue, noting 2012 as a historic milestone for achieving its annual budget two
weeks before year-end. If Tianhe’s reported numbers were accurate, then Jinzhou DPF-TH alone would
have paid approximately RMB495 million in total taxes, which is far more than the entire County
collected.

10 http://www.Inyx.gov.cn/ztzl news.Asp?news=show.Shtm|&Id=663
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To be clear, Jinzhou DPF-TH is not the only company in Yi County. In its announcement, Yi County
ascribes the success of collecting RMB303 million to the growth of several companies. Jinzhou DPF-TH is
not acknowledged, but the list provides an interesting read.

RAFRBERE, WRBERUAT. HTRORG “REER. DIAR. BATIIN. &
RBERBLICRIARR MAREARN, EIFENEREEE, £22nEASATRRERE,
R30S ARSI TN EAREALEA TRENE, ANEERTSTERIOL HEARES
THHEE-NAC, SEERL G5 TR . BRIORE. BIRRBSANSREAH
FOSTTE, EBARER. B, BESRIMARBFRIS NS, TUREELES, HITE
SELHAKTEEL EREAANEANHSANRLCENEERE, SRETRHAREET
B RET RIS TTAIR S BT A

BRG], IEMERIEE. YUK, (EEBRIEEZUSESATEE, 25K
AER. RAEESE—&%. FALFRRAEREE, RNANARRERGATEFFENRE. £5
{LEEMRS . I ERAREEESNAB SN ARRICER, SR T Kast P RiEasiaH
Wete, BEFEMNBIFE, MABFRENE, IIHFERERNABS, EREXER. FHE,
FERICEERE, HETRILAIE. §. &, K, BT s

EFEBNMEBEGE, RERRELRE. (EESRREMTFREEENRE, RENAT el g
NE, BB ERMEZINBEEBESENPBRNETER, EREEFABNERELIEERTREL
T, HEAVEAZRFRLERR, ASHESFEFTRABRRL TRERS. BT, LT/UEREL
BRAT. EXRIVLAELEEAT. BNRGELEORZHERAFASLLMBIIATEEK, AR
ET X EEBREBRI I L IEER.

Source: http://www.In.gov.cn/zfxx/gsgd/vks 1/yx/201212/t20121221 1026592.html

First on the list is Liaoning Jiudaoling coal mine which paid RMB138 million in taxes.'* Second and third
are subsidiaries of Huishan Dairy (6863.HK), a Hong Kong listed company. The last and most interesting
name on the list is Jinzhou Tianhe Import & Export, which is actually a private company owned by
Tianhe’s Chairman, Mr. Wei Qi.*

We find it telling that Mr. Wei’s private company made the list, but the USS8 billion company he took
public did not. Clearly, one is more profitable than the other.

" http://www.jz.gov.cn/Injz/2013/01/18/168199.html
2 http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 1-45
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The story is much the same with Tianhe’s other subsidiary, Fuxin Hengtong. According to the Fuxin
Haizhou District Tax Bureau — where Fuxin Hengtong is located and pays taxes — the District collected tax
revenue of RMB103 million in the first five months of 2014.

Fuxin Haizhou District Tax Bureau announcement dated 6 July 2014

M X EBEIEERYL. ZREFECHHARBAEK
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Source: http://www.mxwz.com/center/view.aspx?1D=1748474

If Tianhe’s prospectus were true, then in 2013 Fuxin Hengtong should have paid total taxes (VAT +
income taxes) of approximately RMB396 million. This amount would have increased in 2014 considering
Tianhe reported marvelous first-half 2014 results.”> However, if we assume no growth in 2014, on a pro-
rated basis, Fuxin Hengtong should still have paid ~RMB165 million in the first five months of 2014
(RMB396 + 12 x 5). This is more than all of Fuxin Haizhou District collected in taxes.

 http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0824/LTN20140824061.pdf
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The amount of tax revenue collected by the relevant local governments is only a fraction of what would
be needed to validate Tianhe’s reported financial statements. The sources we have cited are all
competent government authorities responsible for collecting taxes in their jurisdictions. Tianhe’s
absence from these announcements, combined with the amount of taxes collected by these jurisdictions

is irrefutable evidence that Tianhe is not paying the taxes it claims, and therefore not generating the
profit it claims.
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Two Sets of Books

(

Historically, discrepancies between SAIC filings and regulatory filings (SEC, HKex) have been the
foundation of most Chinese fraud whistleblower pieces. In the last few years, a legion of Chinese stock
market scams have been exposed this way and ultimately collapsed.

As a sign of the entrepreneurial spirit, fraudsters have changed their tactics, often resorting to forging
their SAIC filings to make them consistent with their regulatory filings. We believe this is the path Tianhe
took, albeit at a grade-school level.

Over the course of our investigation into Tianhe, we were surprised to discover that Jinzhou DPF-TH has
two sets of income statements with the SAIC. The first set appear to be the ‘original’ income statements
which we have presented thus far, and which have been audited by registered local firm Liaoning
Zhongheng Certified Public Accountants. This set contradicts the prospectus and shows that Tianhe is a
massive fraud.

There is also a ‘new’ income statement, which was audited by Deloitte and matches with Tianhe’s
prospectus, as presented below:

BN BB T AL R

KFReHFEE
2012 4E 12 A 31 b4
=id 28]
P FERTHE LERIH HERTH LERTH
AR AR ARMIG ARM
RN 2740(19)  4,241,667,798.46  3,401,847,794.76  4,134,288,548.33  3,243,781,886.89
W kA 28,40(20)  1,676,576,912.95 1,893,933 903.84  1,610,815,970.95  1,815,849,794.78
Bl & R n 29,40(21) 25,326,617.22 16,373,900.77 25,184,095.98 15,724,213.08
5 79 %3 7 60,557,129.46 67,417,428.02 45,859,930.38 53,890,569.26
a2 8 8,784,264.73 6,850,861,18 7,782,917.42 5,712,474.03
M%Hﬁ 30,40(22) 48,714,375.21 4,017,301.67 43,209,574,09 (1,428,722.78)
B A IR 31,40(23) (311,405.08) - (311,405.08) -
EFE 2,422,019,903.97  1,413,254,399.28  2,401,747,464.59  1,354,033,558.52
e Eaksh 32,40(24) 4,584,685.90 6,080,448.20 3,901,404.76 4,664,625.29
ik Ebsh = 33,40(25) 3,172,817.15 7,935,803.11 2,832,633.71 387,501.12
| Hr: dRush B st EaR Kk 2,904,914.52 7,673,786,30 2,553,712.10 20199179 |
%Iliﬁ.ﬁg%m 2,423,431,772.72 1,411,399,044.37  2,402,816,235.64  1,358,310,682.69
W PR 34,40(26) 365,097,030,01 204,822,859.73 360,862,929.04 200,687,046.68
B FE 2,058,334,742.71 1,206,576,184.64  2,041,953,306.60 1,157,623,636.01
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An analysis of the facts suggests that the Deloitte-audited income statement is a fake created by Tianhe
ahead of its IPO.

First, this filing reflects a consolidated income statement, which is odd. In our experience, SAIC financial
statements generally pertain to individual subsidiaries and are not consolidated to the parent company
level.

Second, this new SAIC income statement is audited by Deloitte. We find it unusual that Tianhe would
use Deloitte to sign off on its SAIC filings. In our experience, SAIC filings are always signed off by a local
auditing firm. We suspect that since Deloitte had already been retained to sign off on Tianhe's
prospectus, it was easy to get them to sign off on matching SAIC files as well. Deloitte is by no means a
stranger to signing off on fraudulent financial statements, having one of the worst auditing records in
China.*

To maintain consistency with this new SAIC income statement, the prospectus claims that the auditor of
the Jinzhou DPF-TH subsidiary was Moore Rowlands in 2011, and Deloitte in 2012 and 2013:

Name of subsidiary Financial period/year ended Name of auditors

China Vision 31 December 2011 and 2012 Sky Trend CPA Limited

China Venture 31 December 2011 and 2012 Sky Trend CPA Limited

Jinzhou DPF-TH 31 December 2011 Moores Rowland Certified Public Accountants

31 December 2012 and 2013 Deloitte Touche Tohmatsu Certified Public

Accountants LLP

Fuxin Hengtong 31 December 2011 and 2012 Liaoning Zhongheng Certified Public Accountants
Co., Ltd.

North China 31 December 2011 and 2012 Liaoning Zhongheng Certified Public Accountants
Co., Ltd.

Sino Asia 31 December 2011 and 2012 Guangxi Jiahai Certified Public Accountants Co.,
Ltd.

Source: http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. I-3

However, the original SAIC filings for Jinzhou DPF-TH, which we presented earlier, were actually audited
by Liaoning Zhongheng Certified Public Accountants in 2011 and 2012. This is the same local auditor that
the prospectus acknowledges audits the Fuxin Hengtong subsidiary. Naturally, it makes perfect sense
that one local auditor would audit both of Tianhe’s operating subsidiaries.

But the prospectus makes no mention that Jinzhou DPF-TH was ever audited by Liaoning Zhongheng.
This is a key point because it appears that Management does not want to acknowledge that a version of
the Jinzhou DPF-TH SAIC filings that were audited by Liaoning Zhongheng exists. This is not surprising
because those filings, as we have explained, show that Tianhe is a fraud.

Below, we present proof that Jinzhou DPF-TH was in fact audited by Liaoning Zhongheng, and that this
set is authentic. We wonder if Deloitte is aware that Tianhe has two sets of books, with two different
auditors:

% http://goingconcern.com/post/deloitte-audit-firm-has-had-most-trouble-china-far
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2012 original audited report of Jinzhou DPF-TH prepared by Liaoning Zhongeng:
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2011 original audited report of Jinzhou DPF-TH prepared by Liaoning Zhongeng:
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In a bizarre twist, on page 8 of the Deloitte-audited SAIC set there is a note that states the name of the
auditor as Liaoning Zhongeng:
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We do not know what to make of this page, but we assume that in an attempt to legitimize the fake set
of SAIC filings, Tianhe carelessly repackaged sections of the original SAIC filings and submitted it as part
of the Deloitte audit.

We presume that Tianhe will respond to this report by claiming that the original SAIC filings we have
presented are fake and that investors should rely on the Deloitte version. However, any such argument
is easily refuted because by government order, the Liaoning Institute of Certified Public Accountants set
up an audit verification tool so that the public could verify the authenticity of SAIC filings." This tool can
be accessed here.

Our readers can verify the authenticity of the original SAIC filings by inputting the follow five data points
found on the documents:

=

Authentication code on the SAIC filing
Name of auditing firm

Company name

First auditor

Second auditor

H W N
—_ = —= —

U1

We present the inputs and corresponding outputs below:

> http://www.Incpa.org.cn/index.php?m=content&c=index&a=show&catid=85&id=1230
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Jinzhou DPF-TH
Input information:

1) Authentication code on SAIC filings: 2013537844

2) Auditor firm: 17 T 5 &+ ST A IRTHE A W E#M 57 BT (Liaoning Zhongheng)
3) Company name: /1 8% K &AL FH FRZA 7] (Jinzhou DPF-TH)

4) First auditor: KA 51

5) Second auditor: %

Sa B

Pairmamming

2013537844

5 O 2
ATEERIHER

BMBRREUERRAT

FAVHE T T G M ﬁﬂ-l-l:‘iﬁii%ﬁfkﬁi"-ﬁﬁﬁﬁﬂl!d‘%%%ﬁ, BIE 2012 4 12 A 31 BHWE H

AT
N7
&

1 [H a4 2013F5 43

Translation: This report’s anti-counterfeit number is 2013537844, welcome to verify at www.Incpa.org.cn

AR B TRARIR 5 0420 2013537844 330 FhiL 8 WUt B 5 00 55 wwew. Inepa,org.cin 75
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Output result:

BifhtRiRfE R EN

B FEi
FROMFRE: (2013537844 | cERsmEEEERAS)
EEFER: [T R ESIRE S RER S AR R R |
EREW:  [RNEBEERALEERLT |
E—EEEE  [RES |
EoEEHE (B8 |
B ZFiasR

FHEOATIOMRS . [2013337544]
EHMER:  ITh#EsHRSES ARSI ATRMT]
FEREN: [FRMEERSEEERLE]
FE-EFEImME:  [BRES]
EEFEImME:  [EHE)

bR ST Business type: [Annual report auditing]
iEETS:  [[z013]3z41] Document number: [[2013]324]

EEHERE:  [20138F5830 1 Date report issued: [3 May 2013]
Eoges:  [F2E5) Opinion type: [Unqualified]

WrEsEEiTs:  [hEEREEEE] Condition of fee auditing: [Fee waiting to be audited]
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Fuxin Hengtong

Input information:

1. Authentication code on SAIC filings: 2012532870

2. Auditor firm: 17 T 5 E T A BR T E4EN 53 FT (Liaoning Zhongheng)
3. Company name: 5391 1H# %L 5% A R/ 5] (Fuxin Hengtong)

4. First auditor: 5857

5. Second auditor: % 75 7%

T T

L RSy 4 H (20121210 §

Wt

| swmmampsamad: |

LT Wit

fE2 8] FEER ST

FEEM LT, |

01256128

Translation: This report’s anti-counterfeit number is 2012532870, welcome to verify at www.Incpa.org.cn
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Output results:

- BRIAGERES

B 5858
FRiTdRS: 2012532870 [ il el e =
EEMER: | ITHRESWHRESMERETLTEM TR
ERER: BEERELFERLT
E—EEim: 3RES
FoETER:  EHER
B #riRgGH

FRUMTIOMRSE:  [2012532870]
EEMER: [T Th#S RS S RERE LR T 1
Erai:  [BiERadEaRem]

E—EEimie:  [BRESR)
E¥TEmME:  [ERE]
5% UEEEIR] Business type: [Annual report auditing]
|EE:  [[2012]210] Document number: [[2012]210]
BT ERYE:  [e0ieEEsHI2H]) Date report issued: [12 May 2012]
Em#E:  [XFER] Opinion type: [Unqualified]
R ORESEEEE] Condition of fee auditing: [Fee waiting to be audited]

These verification codes clearly show that the SAIC filings as audited by Liaoning Zhongheng are genuine,
even if Tianhe does not want to acknowledge their existence.
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On the other hand, we could not find the necessary verification codes or anti-counterfeit stamp on any
of the pages on the version of the SAIC filings audited by Deloitte. We present the Deloitte cover page
which lacks any identifiable authentication codes:

Deloitte. e i
LEE ) o St :;;}}ﬁ

R E

8 T (30 PRas G
i A A

PRATH L T R AR B A S A LT A YRS MR R
FEN2E 2R 31 SR ES IR, 2002 E 8 HS R RS0, HA%
HIFNH RS ERRRL AR FR SRR BN RN,

= WEENE SR T

LA RSUERELERLATEEEMNET. ANREESE, (L LEiHE
DI RR S S, R R (. RITRSEF SRR, L
fER F R TIE G T R A T P B B R

S M RRET BT

BATE B RERAT W IR T e SRR R 0. RO R
Eo i N AR R AT T W AR AP e T i R SR 0 b B
itk o, RARTE T LM SR R E TR RS mE

it TIEEREESHESF. GRS ESMTERN IR, AHHH
i+ R LR T E A ST ATV, BLHE T o T 0 ST L M 0 A L 1)
iP5 AT MR AR, PRSI B S R R S & S DA A
CLETHT S T, (0B SR N R A SR . Wi TR
B A R 4 e E R A T B T, BB IR SRR B

FAORNE, BAIFNEE T ERREST. Y0, ARRETE LR T &,

=. Wil

FEATA I B N A I A T e e M ST, £ B
THER 20029012 B 31 B a Sadm @ R bl R 2002 40 H 2 8 B & e T
e R AL,

ek o

ol 2 POHL 5T Bl i

(PRt
20159 5 A 1502 j:
o 1=

According to Article 3 and Article 9 of the Anti-Counterfeit Code Regulation for Liaoning Province CPA
Report'® as ordered by the Liaoning government, all audit firms conducting business in Liaoning province
must register and apply for an authentication code, even if the auditor is located outside of the
province.

There should be no reason that the SAIC set audited by Deloitte does not have an authentication code
unless it contains fake financial statements.

'8 http://www.Incpa.org.cn/uploadfile/2011/1226/20111226063959729.doc

32


http://www.lncpa.org.cn/uploadfile/2011/1226/20111226063959729.doc

Related-Party Customers /Vc
\ /

As presented below, Tianhe’s LOA business has been relatively stagnant over the last three years. This is
not surprising because the LOA industry is mature and generally grows in line with the engine oil and
automobile market.

This leaves the key to Tianhe’s revenue growth in its SFC segment. As per the prospectus, sales of SFC
products have reportedly doubled between 2011 and 2013. The impact of this purported growth has
been even more pronounced on Tianhe’s bottom line given that SFC margins (~85%) are substantially
higher than LOA margins (~27%)."

Exhibit 5
Revenue Mix
For the year ended December 31, 2011-12 2012-13
2011 2012 2013 YoY% YoY%
(RMB in thousands) %) %)
Lubricant additives business segment . ............. 1,817,006 1,774,503 2,063,112 (2.3) 16.3
Specialty fluorochemicals business segment
Downstream specialty fluorochemical products . . . . 289815 1,343,050 1,702,353 3634 26.8
Telomers and specialty fluorochemical
intermediates .. ....... ... . 1,101,726 994,591 1,198,412 (9.7) 205
Otherst) L . e 150,821 80,409 69918 (46.7) (13.0)
Subtotal-specialty fluorochemicals .............. 1,542,362 2,418,050 2970,683 568 229
Total ... ... .. 3,359,368 4,192,553 5,033,795 248 20.1

Source: IPO Prospectus, pg. 212

Yet, despite a prospectus that clocks in at 429 pages, Tianhe does not name a single one of its SFC
customers or end-users. Instead, Tianhe has chosen to label its biggest customers as Customer A, B, c:'®

(f) Revenue from major customers accounting for 10% or more of total revenue are as
follows:
Year ended 31 December
2011 2012 013
RME 000 RME’ 000 RMEB 000
Customer A (lubricant additives) .. ......... ... ... ... ... .... 271474 278,604 289,952
Customer A (specialty fluorochemicals) ........ ... ... ... ... 557,525 674,536 1,195,497
828,999 953,140 1,485,449
Customer B (lubricant additives) .. ..... ... ... .. ........... 1,080,791 1,046,298 1,065,054
Customer C (specialty fluorochemicals) ................ ... ... 761,097 1,145,945 702,906

Source: http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. I-27

7 http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 7
18 By contrast, when chemical company Dongyue Group (189.HK) went public in Hong Kong in 2007, its prospectus
disclosed a comprehensive list of customers.
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The one time that Tianhe disclosed in writing the name of an SFC customer was in its draft prospectus,
where it named CITIC International Co. Ltd. (“CITIC International”) as a customer. For whatever reason,
CITIC International’s name was dropped from the final prospectus.

The only other time we are aware that Tianhe has disclosed any information about its SFC customers
was as part of the buildup to the IPO in response to investor inquiries. Management named its four
biggest SFC customers as a percent of sales as:

e CITIC International Co. Ltd., the trading and export/import subsidiary of state-owned CITIC
Group, accounts for 40% of Tianhe’s SFC revenue (presumably Customer A)

e Shanghai Xidatong, a private company, accounts for ~20% (presumably Customer C)

e Shanghai Top Fluoro, a private company, accounts for ~15%

e Heilongjiang Taina, a private company, purchased RMB300 million worth of SFC product

Exhibit 6

Major SFC Customers

(RMB millions)
Name Percent of SFC 2012 2013

Revenue

SFC Segment Revenue - 2,418 2,971
CITIC International ~40% 675 1,195
Shanghai Xidatong ~20% 1,146 703
Shanghai Top ~15% 363 446
Heilongjiang Taina ~10% 300 300

Source: Management

Notably, the prospectus states that 65% to 90% of Tianhe’s SFC sales between 2011 and 2013 were to
trading companies.”® A recurring theme among the legion of stock market frauds that have blown up
over the years is the use of trading companies or intermediaries as customers.’®?** Fake intermediaries
are relatively easy to set up, and they provide a means to plug the audit hole through paper
transactions.

For example, for over a decade Sino-Forest maintained that its business was conducted through a series
of “authorized intermediaries” and in the process raised USS3 billion from unsuspecting investors. When
Sino-Forest was eventually exposed as a massive fraud by Muddy Waters Research, it was revealed that
the intermediaries were in fact undisclosed related parties that had been set up by the company itself.®

¥ http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 161
*%http://www.thestar.com/business/2012/07/31/sinoforest_says_several companies_that owe it _millions no _lo
nger_exist.html

! http://www.citronresearch.com/longtop-financial-nyselft-final-proof-of-undisclosed-related-party-transactions/
%2 http://www.citronresearch.com/citron-updates-home-solutions-of-america-nasdaghsoa/

2 http://www.theglobeandmail.com/globe-investor/sino-forests-business-model-still-shrouded-in-
fog/article4181019/
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In the case of Shanghai Xidatong, Shanghai Top, and Heilongjiang Taina, our investigation found that
these ‘independent customers’ are all actually related parties with close ties to Tianhe that go far
beyond a customer/supplier relationship. SAIC filings and site visits show that these customers share
office buildings, overlapping management, and have limited business operations.
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Customer: Shanghai Xidatong

During the IPO roadshow, the CEO of Xidatong, Mr. Zhang Silang was brought in to provide customer
verification to prospective investors. On an Investec conference call held on 16 May 2014, Mr. Zhang
told investors that Xidatong purchases (among other products) anti-mar from Tianhe.

Anti-mar is an incredibly expensive substance primarily used to coat touch panels. On the call set up and
moderated by Investec, Xidatong was said to have purchased from Tianhe 4 tons of pure anti-mar in
2013, down from 6 tons in 2012. According to Investec, Xidatong accounted for approximately 20% of
Tianhe’s SFC sales in 2013. Based on this information, we can conclude that Xidatong is Customer C, as
per the prospectus. This means that Xidatong accounted for sales of RMB703 million in 2013 and

RMB1.1 billion in 2012.

However, SAIC filings we pulled for Xidatong show that this claim is a lie. The SAIC filings show that
Xidatong is a tiny company with de minimis operations that generates negligible revenue and profits. In
2012, Xidatong only generated RMB265 thousand on revenue of RMB36 million:

Xidatong 2012 SAIC Income Statement

Revenue: RMB36 million (USS5.7M)
CoGS: RMB34 million (US$5.4M)
Net Income: RMB265 thousand (USS42K)

T

FlAR

<% " T o Feg diniers 3
B CRSEEEER ﬁm?‘aﬁ'ii’ 2012 4% S T
EL R ¥ i FHSE Lmaw " g ik EMER e
—. il . 1 36,390,750.04 7297345748 i 3 . -
Tep. WA - e 2 36,390,750.04 72.9?3.157£| e ST RRECSSATD 29 - -
b FEBFEA - 3 36.390.750.04 72,573,157 48 BEEE (BRLSRED an
e 7 B 4 - o, AEHEERESEanEEES | 3 -
X I:E N o 5] - AL RS (EEETSRSD 32 - -
ACNERD ] - =. HER (SR SRR 33 248,304 97 724,045.58
AFEREHERA 7 — - by E bz A kil 3478345 159.00
= ik BREA 8 36,142,445.07 73,697, 200.008 qoep: dhEcah BB 35 .
Hep Bk 9 33,095,430.99 67,666,225.42 EEHETETREE 36 .
Hep: RHIHHS 40 23,095,439.99 57 660,22542 BT rd
S5 A A K ST 38 - -
ARG XS 12 W B S e} 17,609.76 162,39
ATFHERRRETH 13 Heb JemialEraRRE 40 -
AREE 14 - LEmaaTERRE 41 - -
SEHE AR 15 - EEEEEE 42 - -
ABBRESTVEELTR 16 - B, FEAR(TRL " SEA) 43| | 2647886 724,008 97
AR BE R 17 & HiEIR 44 - 17.538.36
AHRER 18 B BEEE FFREL—"SRAD 43 265.478.66 -T44,547.32
HlHeEHD 19 67,315.15 6285343 | BETHLEARTEINIHR 46 -
LGl 20 422 947.52 2961,51540 § P ERBFERE 47
A 2% 1,705,276.24 342895055 | A, EEME-. 48 — —
Ieh: WHAFHES 22 EAR R 48
WERE 23 -48.533.83 44645074 | fREE SR 50
g HEXH 24 - . Hibeads 51 17 556466 -
1 BB A 25 10.238.61 1576623 LA, Bo5BRES% 52 283,043.32 -741,547.32
LRMRE ORRESERD 26 -57,701.52 45536692 | AETRAURTEASSNELN 53 - -
BAEWER R 27 I8 TR0l R a R B 54
R P A RS SRR TR MABKIIE SRk EA. c
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On the other side of its books, the balance sheet confirms that Xidatong is a thinly capitalized company
unlikely to carry out business at the scope and size claimed, having only RMB7 million in cash and RMB1

million in inventory:

Xidatong 2012 SAIC Balance Sheet
Cash: RMB7 million (USS1.1M)
Inventory: RMB1 million (US$160K)
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To learn how it was possible for Xidatong to conduct business with almost no assets, we sent a team to
the company’s registered address in Shanghai at:

TR AH XAEARBLE 1111517007714 5388 %

This address turned out to be an empty room in an old residential community that neighbors said hadn’t
been used in at least five years:

U ,y’mum” " FLAAAMANARA 40
f/ /mml S

L THTRTRANIANAY

T b

FUBT0F

Bl | [ [ 1 L L kel [ L4 L LN

We have serious doubts that a multi-million dollar chemical enterprise ever operated out of this housing
community.
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Xidatong also has a website which provides a contact address for the company in Shanghai at:
HIE b bV T AR VU K 726 75 10MEF R

Our team visited this address which turned out to be an office occupied by Boss International and FY. No
one at the address had heard of Xidatong.

Eventually, our team was able to locate Xidatong’s office, but it wasn’t until much later in our
investigation. We revisit Xidatong’s office on page 52.
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All the evidence so far suggests that Xidatong is not the large customer that Mr. Zhang Silang presented
on the Investec conference call. The CEO of an independent customer would have very little reason to
lie about its relationship with Tianhe — but our background check shows that Mr. Zhang is far from
independent — indeed, he is a key figure that connects Tianhe and several of its key customers.

A background check on Mr. Zhang shows that he has held his current position as far back as 2006, when
he attended an industry conference as CEO of Xidatong:

REAB TV MaE T =RFELmEUE

PUWORLDIRZE & An, R R R FRiHME | FEAHSE

PUWORLD (2006/3/1) ——E&FEBBEMATEESE LIthe =B ehtFziesBE +=0F
SIS TIHERERE, SUME—TELRIS FREHT, sHsBHE, BHEEARSEiH.
HESHEMEESAETEELIESRAMRES < PErHMEITLIEENEERER Y HiEATAESNE
7 E -

BAIRE B FrT EZ R T 3

it el AE 25 A R AHN
s H3H L%
10:30-11:00  PERIE TIURINFERE T FERSET =
R s
11:00-12:00 HFERSEmiahE, HERM H S HARE=E T
HAEHM, 2t E R 30 BRI =
friN&S (cHS) =8 WT=E 111 4P BEFT
sH3HT ¥
13:30-14:10 TEFRLESTHESE TRl TREEH EETSFRLAT
ZE
14:10-15:10 HEEWERIEE E=HBH ZEERR LT
R SHEEREE
15: 10-15: 30 BRIFIMERAE FE R TR L BasdvEIEMH
13 A T2 5 LI ) FUSHR S 2 AHREA
IR EPU R T REE 4R
HIBTE
15:30-15:45 [AREBIENSIER S ZEEERELE
15:45-16:15  FH—HEEBEEH SRR EigE LiEmrEERR S
HiRLE

Source: http://news.puworld.com/htm|/20060831/34026700.html
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However, we found that Mr. Zhang also had other roles, such as a top-level executive at Tianhe. In June
2008, Mr. Zhang attended a conference in Guangzhou as VP of Fuxin Hengtong (wholly-owned
subsidiary of Tianhe):

HRESHERT T LEHNESE. 5ol ARSHAEST008F 6840 "2002E s 55 ATES BT,
WHEEFESS. HAETTESE. fSGERR T, SRMMEENEREAR SRS,
[EoamknEal s S B EriEER A5 THEYEH, B0 T RA 0 GEmTeEE, 837 1
NEFH—EAR .

Source: http://club.tnc.com.cn/thread-423705-1-1.html

That same year, Mr. Zhang co-authored a paper with Mr. David Flanigan, a US scientist who works for
Tianhe and is credited with building the Company’s technical capabilities.?* This paper was written on
behalf of Fuxin Hengtong and presented at the Fluorochemical Development Application Summit held in
Chingdao on 4 June and 5 June, 2008.

F—HFRE L HFIHFE-254
New Generation Environmental-friendly Blowing Agent HFE-254

T 5 CAITaE T POFR3E FEHAEETHIA. + x| BGRRNEES

[{E& 1 David Flanigan,Ph.Ds 2fMge: | B=HA:

[Author] David Flanigan,Ph.D,Chang Szu-lang XUE Gao-ming(Fuxin HengTong Fluorine Chemicals Co.,Lid.,F
uxin 122000, Liaoning,China)

[H1419] BFERE L FERAT:

[EE] 48T 1.1.2.2ME 7 2 A ERHFE-234) ERI0DPEE. GWPEH I A S A aRdr (4 0. 225
FRZME] B ETHERS CFC-1 RN S B A T 23R Z2CFC-11AIHCFC- 1410 i R IR A

a

EITIRE [ Abstract] The new generation environmental-friendly blowing agent HFE-254 was introduced.lts Ozone Deple
Construction tion Potential(ODP) is zero, Global Warming Potentials(GWP) is 25 atmospheric life time is 0.22 years,and has s
Conserves Energy, mallerimpact on environment.Most of the physical properties are close to CFC-11 in application.Hence itis the r
fmig

IS EREE | 20035 ight substitute for CFC-11 and HCFC-141b,

03HR

EsdFIRIE] [=§iE] 287 Saf: HFE-254: REL: 1122-Ma BERER: ODP: GWP: EFE:

[Keywords] blowing agents hydroflucroether{HFE}-254:  environmental-friendly:  methyl 1,1,2,2-
tetrafluoroethyl ethers ODP:s GWP;s polyurethanes

Source: http://kxrc.cnki.net/kcms/detail/detail.aspx?filename=FCYY200808018&dbcode=CJFQ&dbname=CJFD2008

** http://www.ft.com/intl/cms/s/0/74b65b4e-9ace-11e3-946b-00144feab7de.htmi#axzz37MwwclSS
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Then in October 2009, Mr. Zhang attended another conference in Shanghai, this time as the CEO of
Shanghai Top (another one of Tianhe’s ‘independent’ customer discussed infra):

PO X T B 200900 B B Fr & BRI L 2 R IS B

chem.wzu.edu.cn/UploadFile/20092705112754 . doc - iéﬁﬁﬁilﬁg

FEREEEEF (BXN0RR): mEHmE2ey =T
SR—FAFRIFEEESFHENTE. 1 SRR FEAEETHIRAFCEC.

Source: chem.wzu.edu.cn/UploadFile/20092705112754.doc

We even found a short paper written and published by Mr. Zhang of Shanghai Top:

EHEAUHRRBH AR =FHBER

Fomdd (K$(L#) A H B AR | EHE,200050)

WE ALIENMBTAH(LH)RLITBZARLAGH AL, 2825 HAE
RE FIENBTEANNFAP ORI EING T EHT THERF,

REA AH(LH)RCIHHAMAN 2R RERBRS, ZHFEIH AR
A ;SP -160;PFOA ; 3% ; AATCC 478

Environmental type finishing agent with water
and oil repellent for textile into nationalization

Chang suz —lang  (Topfluorochem co. , Ltd shanghai 200050)

Abstract :This assay mainly introduces the industry chain, main products and technical
resource of TOP FLUOROCHEM CO. , LTD( Shanghai ), and also introduces the main property
and working principle of Water and Oil Repellent produced by TOP FLUOROCHEM CO. , LTD
(Shanghai).

Keywords; Water and Oil Repellent; nanotechnology; SP - 160; PFOA ; Environmental ;
AATCC standard. Perfluoroalkyl iodine telomer

42



And finally, our sources were told by a former customer of Shanghai Top that during their two year
business relationship (2010-2012), their main contact was Mr. Zhang Silang. The source even provided

an old business card of Mr. Zhang back when he only held the position of Vice President at Shanghai
Top:

So, who does Mr. Zhang work for?

A) Tianhe
B) Xidatong
C) Shanghai Top

The answer appears to be D) All of the above.

The Many Roles of Mr. Zhang Silang
Timeline | Position
2006 CEO Xidatong
2008 VP of Fuxin Hengtong (Tianhe)
2009 CEO of Shanghai Top
2010-2012 | VP of Shanghai Top

2014 CEO of Xidantong, attended the Investec conference call to promote Tianhe
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However, the overlap doesn’t end with Mr. Zhang.

According to SAIC filings, Xidatong is 65% owned by an individual named Ms. Wang Xidi (Chinese:
F85 ), who is also Xidatong’s board supervisor. Several former Tianhe employees explained that Ms.
Wang Xidi was in charge of Tianhe’s LOA business as recently as 2012.

BN R B 45 8

_ R HH % B | A B | Sed SR
AP EF 56 B M _ B ~
HiIR il (Jizt) (Fi7t)
X A 320219590415077 |ffh I NETE 5.00 [5.00 5.00
3101051954112800
FHF - fim JNEE 30.00 [30.00 30.00
T 310105420414002 |f& YNGR 65.00 65.00 65.00

Source: SAIC filings

So here we have Xidatong, a company that:

e has a CEO that was/is simultaneously a top-level executive at Tianhe

e has a CEO that was/is the CEO/VP of Shanghai Top, another major Tianhe customer

is 65% owned by someone who used to run Tianhe’s LOA business as recently as 2012

has a registered address at an abandoned housing community

has an address on its website that leads to an office where no one has heard of Xidatong.

is a small, thinly capitalized company that in no reasonable way could be the material customer
Tianhe claims, as evidenced by SAIC filings.

Between Mr. Zhang and Ms. Wang’s high-level involvement in Tianhe and other key customers, it’s clear
that Xidatong is not an independent customer by any conceivable definition of the word. Moreover,
SAIC filings show that Xidatong is a small company and that Tianhe’s sales to Xidatong could not possibly
be what has been claimed.
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Customer: Shanghai Top

During Tianhe’s IPO marketing process, investors were told that Shanghai Top was one of Tianhe’s
largest customers and accounted for approximately 15% of SFC revenue. This translates to revenue of
RMB446 million in 2013 and RMB363 million in 2012.

SAIC filings show that in reality, Shanghai Top is small enterprise that is actually losing money. According
to its filings, Shanghai Top lost RMB529 thousand on revenue of RMB13 million in 2012:

Shanghai Top 2012 SAIC Income Statement
Revenue: RMB13 million (US$2M)

CoGS: RMB13 million (USS$2M)

Net Income: -RMB529 thousand (-USS85K)
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Likewise, its balance sheet confirms that Shanghai Top has minimal assets. It is inconceivable that
Shanghai Top could have conducted tens of millions worth of business with Tianhe while only having
USS$59,000 in cash and minimal inventory:

Shanghai Top 2012 SAIC Balance Sheet
Cash: RMB374 thousand (USS59K)
Inventory: RMB2 million (US$317K)
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Furthermore, we sent a team to visit Shanghai Top at its registered address (this address can also be
seen on Mr. Zhang Silan’s business card on page 43):
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During the site visit, our team was surprised to learn that Xidatong and Shanghai Top shared the same
office and operated as one company until Xidatong moved away in 2013.

We suspect that Xidatong was moved ahead of Tianhe’s IPO in order to create the illusion of an
additional customer.
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In addition to Mr. Zhang’s deep involvement as noted previously, we found more undisclosed
connections between Shanghai Top and Tianhe. SAIC filings show that Shanghai Top’s legal
representative until 2011 was Jimmy Chen (FR/7%2/Fk¥1%%). On 21 January 2011, the legal
representative was changed from Jimmy Chen to an individual named Ms. Feng (HiUX) . We suspect
Ms. Feng is related to Mr. Chen because the BVI holding entity (Abound Fortune Limited) was left
unchanged.
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Who is Jimmy Chen?

According to the IPO prospectus, Jimmy Chen is a “Taiwanese consultant” and 4.5% shareholder of
Tianhe.” During the IPO roadshow, a lot of investors seemed confused as to why a “Taiwanese
consultant” was given shares of Tianhe. As explained in the prospectus, the establishment of Fuxin
Hengtong back in 2004 was the result of co-operation among the Wei Family (majority owners), Mr.
Chen and a group of US scientists. Mr. Chen was ultimately given a 4.5% stake in Tianhe for introducing
the Wei Family to the US scientists who built Tianhe’s technical capabilities.”®

What the prospectus does not disclose is that Jimmy Chen’s contribution to Tianhe was more than just
introducing US scientists — as evidenced by the SAIC filings, he is also directly responsible for one of
Tianhe's largest ‘independent’ customers.

% http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 59
?® http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 119
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Customer: Heilongjiang Taina

During the IPO roadshow, Mr. Sun Deqing of Heilongjiang Taina was brought in to provide customer
verification to potential investors.”” Taina was presented to investors as one of Tianhe’s largest
customers, having purchased approximately RMB300 million worth of SFC in 2013 and 2012. This
translates to approximately 10% of Tianhe’s SFC sales.

Despite what the dreamweavers at Tianhe claim, SAIC filings show that Taina is relatively modest
company that generated net income of RMB2 million on revenue of RMB72 million in 2012:

Heilongjiang Taina 2012 SAIC Income Statement
Revenue: RMB72 million (US$11.4M)

CoGS: RMB63 million (US$10M)

Net Income: RMB2 million (US$317K)
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Likewise, the balance sheet confirms that Taina does not have the capital to buy RMB300 million worth
of SFC products from Tianhe, having only RMB1.7 million in cash and RMB10 million in inventory:

Heilongjiang Taina 2012 SAIC Balance Sheet

Cash: RMBL1.7 million (US$270K)

Inventory: RMB10 million (US$1.5M)
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The question of its modest financial position aside, Taina also shares links with Tianhe and its other
customers. According to SAIC filings, Taina is 85% owned by Mr. Sun Deqing:
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On its own, Mr. Sun’s majority ownership of Taina doesn’t mean anything. However, we found that Mr.
Sun is also the chairman of a company named Taifu. The following is a picture of Mr. Sun hosted by his
Alma Mater, the Material Science and Engineering College on 15 May 2014, where he was presented as

the Chairman of Taifu:
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Source: http://news.qghru.edu.cn/Article/ShowArticle.asp?ArticlelD=37467
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And what is Taifu?

To answer that question, we sent a team to Taifu’s registered address in Shanghai and this is what we
found:

(T 555 X % T X M IR 1% 2222 5 (5% SR 7 45 KJE) 1205%)

Taifu, as it turns out, is a company that shares an office with the very elusive Xidatong. Of all the gin
joints in all the towns in all the world —what are the odds?

It appears that Xidatong and Shanghai Top operated as one company prior to Tianhe’s IPO. In
anticipation of the IPO, Xidatong was split and had to establish its own office to create the illusion of an
additional customer. It seems then that Xidatong set up a shared office with Taifu, which is chaired by
the same man that controls Taina, another of Tianhe’s customers. One would think that with the
purported multi-million dollar chemical empires these customers run they could afford their own
separate offices. Apparently not.

The number of undisclosed related parties, shared offices, and overlapping management between
Tianhe and its major customers is extensive. This is not how real, independent customers and businesses
operate. Indeed, the SAIC filings make clear that these customers only have minimal business operations
and could not conduct business at the scope and size claimed by Tianhe. We suspect that real value of
these “customers” comes from acting as counterparty and transacting with Tianhe on paper in order to
satisfy the auditors.
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Summary: the Intertwined Web of Xidatong, Shanghai Top and Taina

Tianhe named its 2™, 3™ and 4™ largest SFC customers as Xidatong, Shanghai Top and Taina
during the IPO roadshow. In fact, we have shown that these customers are interconnected,
related, and not credible.

Shanghai Xidatong

Xidatong was named Tianhe’s 2™ largest SFC customer. Mr. Zhang Silang was brought in as the
CEO of Xidatong to provide customer verification in support of Tianhe on a conference call
hosted by Investec on 16 May 2014.

Background checks show that Mr. Zhang has been the CEO of Xidatong going as far back as
2006. However, in that time frame he has also been a top-level executive at Tianhe and
Shanghai Top.

SAIC filings show that Xidatong is a small, thinly capitalized company that cannot possibly
conduct business in the amounts claimed. Its registered address is an abandoned housing
community.

Xidatong is 65% owned by an individual named Ms. Wang Xidi (Chinese: 45%#). According to
several former Tianhe employees, Ms. Wang Xidi was in charge of Tianhe’s LOA business as
recently as 2012.

Based on information from site visits, Xidatong and Shanghai Top used to share on office and
effectively operate as one company until sometime in 2013 when Xidatong moved.

Shanghai Top

Shanghai Top was named Tianhe’s 3™ largest SFC customer. SAIC filings show that in reality
Shanghai Top is only a modest enterprise that is losing money and would be unable to conduct
business of the size claimed.

Our investigation shows that Shanghai Top shares overlapping management with Xidatong and
Tianhe, namely Mr. Zhang Silang. Moreover, Shanghai Top’s legal representative until 2011 was
Jimmy Chen, a shareholder and notable key individual of Tianhe.

Heilongjiang Taina

Taina was named Tianhe’s 4™ largest SFC customer. Mr. Sun Deging owns 85% of Taina and was
brought in to provide customer verification to potential investors on behalf of Tianhe.
Background checks show that Mr. Deqing is the chairman of a previously unknown company
named Taifu. A visit to Taifu’s registered address shows that it shares an office with Xidatong.
SAIC filings show that Taina is a small company and does not have the capital or financial
resources to carry out business of the size claimed.
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Customer: CITIC International

According to Tianhe, CITIC International accounted for sales of RMB829 million in 2011, RMB953 million
in 2012, and RMBL1.5 billion in 2013.% Tianhe’s own SAIC filings show that total Company revenue only
reached RMB645 million in 2012, making Tianhe’s claims that it sold RMB675 million to CITIC
International that year highly unlikely.

Moreover, it's important to distinguish between CITIC International (Tianhe’s customer), and CITIC
Group, the sprawling SOE conglomerate that generally springs to mind. The distinction here is an
important one.

On the website of CITIC Bank — the Hong Kong and China listed entity — we found a related party
transaction announcement that describes CITIC Group, noting that in 2009, CITIC Group generated
revenue of RMB209 billion and net profit of RMB35.4 billion:
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By contrast, the same announcement also describes CITIC International in detail, noting that it
generated revenue of RMB1.31 billion and net profit of RMB29 million in 2009:

4, {5 [ i B A R A
i fs EiFf HA R A LR ERASE 745, Atk b v b iE
RIBRG 5 gL K452, ENRE T, EME 4500007, BB AN:
fE AT FFRE30%: PIEEAR CRED FFIET0%. %40 ] I3 A8 M 5255
SR EAMBEH O, B0 REBREES. . A%, ot s
fi'{ii-“i‘rmi'::f- AL ke, w2, HibHEFRE: HO/RMaREET
L SO BERE, oW EsichE A, B, XE. sE%E
o PN B 5 R R A AR A . 20094F A4 B M R 15, M2 0T, 1T
1. 3:*.{,:;1;1 ;:T'quy{)\lﬁ. MZ7e, #F1E2935 0 TG,

From this announcement, we can see that CITIC International is just a tiny subsidiary within a giant
conglomerate. Given this, it would take a feat of mental gymnastics to assume that while CITIC
International only generated revenue of RMB1.31 billion in 2009, it purchased RMB829 million worth of
chemicals from Tianhe in 2011 and even more in subsequent years. This assumption becomes even
more unrealistic when we consider that CITIC International’s business consists of domestic trading,

exporting, and importing.

%8 http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 1-27
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CITIC International’s size aside, its official website makes no mention of trading in SFC chemicals, either
domestically or internationally.”® On the domestic side, CITIC’s trading business is mainly limited to
stainless steel and textile raw materials. On the export side, the website notes that it deals in fine
chemicals, but makes no mention of SFC chemicals (which are an entirely different beast from fine
chemicals).*

Clicking on CITIC International’s various business departments provides a list of products that particular
department exports and imports. For example, the 1% business department is focused of chemical
exports, but again, these exports are only named as LOA products and medicine intermediates
(presumably fine chemicals):

o425 0 o A R 28 ]
CITIC International Co., Ltd.

Home

X

The 1st business dept.
¥V The Ist business dep
¥ The 2rxd bus Exports:

Fluorite, medicine raw materials, medicine

¥ The 3rd busine

“ intermediates, food additives, plant extracts,
¥ The 4th bus

: additives for lubricating oil, electric switch
¥ The 5th business dep
equipment, commutators, transformers, lithium
batteries, oilfield machinery, etc
Imports:

Lactase and wood pulp

~

-
Source: http://www.intl.citic.com/iwecm/zxgjsmyxgs/en/ns:LHQ6MTIsZjozNCxjOixwOixhOQixtOg==/channel.vsml

Our sources interviewed multiple manufacturers and distributors of SFC chemicals, and none of them
were aware that CITIC International is involved in the SFC business in any form. This information was
also corroborated through interviews with former employees of CITIC International. One former
employee explained that CITIC International exports fluorite, which is used in the production of SFCs,
but not SFC chemicals themselves (the 1* business department is in charge of exporting fluorite). Based
on these interviews as well as website information, we suspect Tianhe is extensively fabricating its
relationship with CITIC International.

Notably, during the IPO marketing process, Tianhe brought in executives from Xidatong and Taina to
issue customer verification, but did not bring in anyone from CITIC International, which is purportedly
their largest customer.

% http://www.intl.citic.com/iwcm/zxgjsmyxgs/en/ns:LHQEMTIsZjozMyxjOixwOixhQixtOg==/channel.vsml
* http://pubs.acs.org/supplements/chemchronicles2/pdf/041.pdf.
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The Anti-Mar Market /Vc
\ /]

During the IPO roadshow, investors had a lot of questions about how it was possible for Tianhe to
achieve its financial results. These type of questions are understandable because Tianhe’s reported
results seems unreal — If true, Tianhe has far surpassed industry trends by growing revenue more than
20% annually, while simultaneously reporting net margins north of 50%.

Management’s answer to appropriately skeptical investors is that they have a secret weapon: Anti-mar.

Tianhe claims to produce and sell anti-mar (anti-fingerprint) agents in commercial quantities. Anti-mar is
an agent applied primarily to touch panels used in smartphones and tablets to make them smear and
fingerprint resistant.

Anti-mar is an incredibly expensive substance, and by weight, pure anti-mar is far more expensive than
gold. Management told investors that Tianhe sells one ton of 100% pure anti-mar for approximately
RMB130 million (US$20M). This is actually cheap, because price checks with Daikin and Shinetsu show
that the average selling price of anti-mar is RMB100 million for one ton of 20% concentrate (20%
concentrate is industry standard).>* Daikin and Shinetsu are both Japanese companies that are
acknowledged to dominate the anti-mar market.

Management told investors that Tianhe sold 8 tons of 100% pure anti-mar in 2013. Tianhe’s anti-mar
sales are reported on its income statement as part of ‘downstream specialty fluorochemical products’.
This segment has seemingly come out of nowhere and exploded since 2011. In 2013, RMB1 billion (60%)
of this line item came from the sale of anti-mar agents (8 tons of anti-mar @ RMB130 million per ton):

Exhibit 7
Tianhe Revenue Segments
For the year ended December 31, W011-12 2012-13
2011 2012 2013 YoY% YoY%
(RMBE in thousands) a) ™)
Lubricant additives business segment . ............. 1,817,006 1,774,503 2,063,112 (2.3) 16.3
Specialty fluorochemicals business segment
| Downstream specialty fluorochemical products . . .. 289815 1,343,050 1,702,353 3634 26.8 |
Telomers and specialty fluorochemical
intermediates ... ..... ... ... . ... 1,101,726 994,591 1,198,412 (9.7) 205
Others'h) .o 150,821 80,409 69918 (46.7) (13.0)
Subtotal-specialty fluorochemicals .............. 1,542,362 2.418.050 2,970,683 56.8 229
Total ....... ... ... ... ..ttt 3359368 4,192,553 5,033,795 248 20.1

Source: http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 212

While anti-mar sales only contributed to 20% of Company-wide revenue in 2013, ‘downstream specialty
fluorochemical products’ is by far Tianhe's fastest growing line item. More important than sales growth,
the gross margin on anti-mar is in the neighborhood of 90%, which means the 20% revenue contribution
has a wildly disproportionate effect on the Company’s net income.

*! http://daikin-america.com/docs/OPTOOL%20DSX.pdf note 5
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Given anti-mar’s importance to Tianhe, we dedicated substantial time to analyzing and researching the
anti-mar market over the span of several months. We talked to industry experts, consulted application
manuals, and engaged a highly qualified outside firm to conduct research into the industry. Combined,
sources along the entire anti-mar supply chain were interviewed, including Daikin, Biel, Lens One, TPK,
Wintek, and XinXin. We are confident that we have spent more time and resources than any investment
bank or analyst in fully understanding the anti-mar market — and all our collective research shows that
Tianhe’s claims of selling 8 tons of pure anti-mar in 2013 is fiction.

First, Tianhe claims that 4 out of the 8 tons of pure anti-mar were sold to Xidatong. Our investigation
into Xidatong, as well as a review of its SAIC filings has already provided ample evidence that Xidatong is
neither an independent customer nor has the capital to buy 4 tons of pure anti-mar. But even if we
suspend disbelief and assume that Xidatong is the real, independent customer that Tianhe claims, it is
highly unlikely that there would be enough global demand to absorb Tianhe’s 8 tons of pure anti-mar.

Here is how the math works:

Management told investors that 1 gram of anti-mar can be applied to 200 iPhones. To verify this claim,
our sources contacted two touch panel vendors who are suppliers to Fujitsu and Samsung who stated
that that 1 gram of anti-mar can be applied to 150 iPhones. We also contacted a sales manager from
Daikin and an expert from IHS who further confirmed these numbers. More specifically, the experts
noted that when they are talking about 1 gram of anti-mar, they are referring to 20% concentrate which
is the industry standard. Daikin and Shinetsu both ship anti-mar in 20% concentrate.*

Another source of verification is an online product catalogue referencing Shinetsu, which states that the
cost of applying anti-mar is around RMBO0.5-0.6 per touch panel using spray coating:
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Shinetsu sells anti-mar at 20% concentrate for RMB100 million per ton. At a cost of RMB0.5-RMBO0.6 per
touch panel, that means 1 gram of anti-mar can be applied to between 167-200 iPhones, which once
again is consistent with other sources.

For our purposes, we will use the midpoint and assume that 1 gram of 20% concentrate anti-mar can be
applied to 175 iPhones.

32 http://daikin-america.com/docs/OPTOOL%20DSX.pdf note 5
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To calculate world demand, we can start with Apple. An iPhone screen has a surface area of 11.25
square inches (2.31in x 4.87in), while an iPad screen has the surface area of 62.04 square inches (6.6in x
9.4in). Therefore, the surface area of an iPad is equivalent to 5.5 iPhones (62.04 + 11.25).

6.6 inches
169.5 mm

0.30 inch 2.31 inches

7.6 mm 58.6 mm

9_4 inches
240 mm

4.87 inches

123.8 mm

Source: www.apgle.com

In 2013, Apple sold 154 million iPhones and 74 million iPads globally.® In terms of surface area, this is
the equivalent of selling 566 million iPhones (154M + [74 x 5.5]).

There are 1 million grams in a metric ton. Given that 1 gram of 20% concentrate anti-mar can be applied
to 175 iPhones, it means that 566 million iPhone equivalents would require 3.2 tons of anti-mar at 20%
concentrate. This is the total amount of anti-mar required for all the iPhones and iPads sold in 2013.

From here, we can move beyond Apple and extrapolate global anti-mar demand for the entire
smartphone and tablet industry.

According to IDC data, 1 billion smartphones and 217 million tablets were shipped globally in 2013.%**
In terms of surface area, this is the equivalent of shipping 2.2 billion smartphones (1B + [217M x 5.5]).
Assuming the same math as above, 2.2 billion smartphone equivalents — the global shipment of all
smartphones and tablets in 2013 — would require 12.5 tons of anti-mar at 20% concentrate.

3 SEC filings, adjusted for fiscal year-end
** http://www.idc.com/getdoc.jsp?containerld=prUS24645514
* http://www.idc.com/getdoc.jsp?containerld=prUS24650614
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Furthermore, according to IHS, approximately 63.5% of the touch panel market is used in smartphones
and tablets. The other 36.5% of market applications includes touch screen notebooks and LCD
monitors.>® Therefore, we have to adjust our 12.5 ton figure to 19.7 tons (12.5 + 0.635) to include all
other touch panels produced in 2013.

Finally, industry experts tell us that at least 10% of touch panels do not use anti-mar, usually because
the final product is of low quality and cheaply priced. Accordingly, we would need to adjust our 19.7
tons figure down by 10%. However, this is balanced by the fact that industry experts tell us that while
90% of the anti-mar market is used in the application of touch panels, the remaining 10% of the market
is mostly applied to eyeglass lenses. These two adjustments cancel out and we can conclude that total
global demand for anti-mar in 2013 stood at approximately 19.7 tons of 20% concentrate, or nearly 4
tons of 100% pure concentrate.

Total global demand Tianhe’s claimed sale
of pure anti-mar: of pure anti-mar:

4 tons < 8 tons

In this context, Tianhe’s claims of having sold 8 tons of pure anti-mar in 2013 become untethered from
reality, and imply that Tianhe effectively sold anti-mar equal to 200% of global demand, by our
estimates. Moreover, this would mean that Tianhe is by far the largest supplier of anti-mar in the world,
outstripping market leaders Daikin and Shinetsu.

On the other hand, when our sources conducted expert interviews with Daikin, they were told that
Tianhe is not even a supplier of anti-mar, but rather a supplier of far less valuable solvents used by
distributors to dilute anti-mar concentrate. These solvents are priced at around RMB300,000 per ton.
This information was confirmed by former Tianhe employees who stated that the “anti-mar” product
Tianhe referred to internally was priced at RMB300,000 per ton and is in fact a fluorine-contained
solvent for anti-mar finished products.

Sources also believe that it would be impossible for Tianhe to have sold 8 tons of pure anti-mar without
the industry having heard about it. As we have shown, 8 tons of pure anti-mar is substantially more than
global demand.

Based on our research, we find it unlikely that Tianhe has the capabilities to produce anti-mar
commercially or the demand to sell 8 tons of pure substance. Adding further doubt to its claims is that
Tianhe has never named a single end-user of its anti-mar agent.

By our estimates, Tianhe’s purported sale of 1RMB billion worth of anti-mar represents 30-35% of its
operating income — all of which we believe has been fabricated.

* https://www.academia.edu/4410199/Touch Panel Market Forecast 2013
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Comparison of Daikin vs. Tianhe

A simple way of debunking Tianhe’s anti-mar claims is to compare its reported sales to Daikin. According
to industry experts, Daikin is acknowledged to dominate the anti-mar market with 60% market share,
followed by Shinetsu, Dow Corning and Dupont who effectively share the other 40%. In our own market
research and the market research of our outside consultant, Tianhe’s name never came up as a visible
anti-mar supplier. In fact, the only time Tianhe’s name came up was only to mention that Tianhe is not
an anti-mar supplier.

Furthermore, most anti-mar demand comes from China where the majority of smartphones/tablets are
manufactured. Biel Crystal was named as consuming 57% of the world’s anti-mar coating material. Biel
supplies touch panels to Samsung, Apple, and Lenovo. In second place, Lens One was named as
consuming 37% of the world’s anti-mar coating material. Lens supplies touch panels to Apple, Samsung,
HTC, and Huawei. Both Biel and Lens have substantial production in China and experts tell us that the
majority of their anti-mar comes from Daikin and Shinetsu.

In 2013, Daikin’s total chemical sales in China were RMB2.03 billion.*’ After adjusting for FX fluctuations,
Daikin’s chemical sales in China have effectively remained flat between 2011 and 2013. Notably, Daikin
states in its financial summary that sales to existing customers of anti-fouling (anti-mar) coating in China
and Asia were sluggish in 2013.%

By contrast, during the same time period, Tianhe’s downstream SFC product revenue — the line item
which consists mostly of anti-mar sales — has exploded:

Exhibit 8
China Chemical Sales
(FX adjusted - RMB millions)

2,500
2,000
1,500
1,000
500
0 . . .
2011 2012 2013
Daikin (Chemicals division) M Tianhe (Downstream SFC)

Source: company financial statements

We are skeptical that Tianhe, a relatively new company with no disclosed end-users has grown so fast in
the last three years that it downstream SFC segment alone has effectively caught up with Daikin’s entire
China chemical division.

% http://www.daikin.com/investor/library/pdf/2013/summary_06.pdf pg.11
*® http://www.daikin.com/investor/library/pdf/2013/summary_06.pdf pg. 17
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To be fair, it’s also possible that Daikin sells its anti-mar through Japanese distributors before it gets
shipped to China, in which case revenue would be recognized in Japan. However, Daikin’s Japan
chemical sales in 2013 were comparable to its China chemical sales at RMB2.3 billion.*

Even if we combine ALL of Daikin’s chemical sales in Japan and China in 2013 (RMB4.3 billion), it still
wouldn’t lend any sense to Tianhe’s claimed anti-mar sales of YRMB1 billion.

Just to put things in perspective: most of the world’s anti-mar supply is consumed in China. Daikin is
widely acknowledged to dominate 60% of the anti-mar market, while Tianhe is a virtual unknown. Even
still, Tianhe’s claimed anti-mar sales equal nearly a quarter of ALL of Daikin’s combined chemical sales in
China and Japan.

* http://www.daikin.com/investor/library/pdf/2013/summary 06.pdf pg 11
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Research and Development

Expert interviews and industry research aside, there are other reasons to doubt Tianhe’s anti-mar
claims. Big manufacturers including Apple, LG, and Lenovo have very strict certification requirements
which make it unlikely that they would change suppliers to a newcomer like Tianhe. These
manufacturers work directly with their big-name suppliers to constantly improve and develop their
performance chemicals. Products are fast changing and chemical suppliers need extremely high R&D
capabilities to keep pace.*

In that context, we find it questionable that in both absolute and relative terms, Tianhe spends almost
no money on R&D. Exhibit 9 presents R&D expenses as a percent of revenue for Tianhe and other SFC
competitors. While most industry players spend between 2% to 5% of revenue on R&D, Tianhe spends
0.2%. In fact, Tianhe’s spending is so small that we had to stretch this graph to make it visible:

Exhibit 9
Industry R&D Spending as % of Revenue
7.0%
6.0%
B DuPont
5.0%
H Solvay
4.0% )
M Asahi Glass
0,
3.0% M Daikin
[)
2.0% M Shinetsu

1.0% M Tianhe Chemicals

0.0%
2011 2012 2013

Source: annual reports

Throughout the IPO marketing process, Management made a big deal of having retained three US
scientists led by Dr. David Flanigan to develop Tianhe’s technical capabilities.** In return for their
services, the US team was given a 5.33% equity stake in Tianhe back in 2006. As of this writing, that
stake was worth quite a bit, and it is possible to look at the equity offering as a substantial one-time
payment in lieu of annual R&D expenses.*

Mr. Flanigan and his colleagues have been held out to be highly qualified scientist. Mr. Flanigan himself
worked as a consultant to DuPont for a decade before joining Tianhe.*® But here’s the catch: even
though Mr. Flanigan worked for DuPont, DuPont still spends 6% of its revenue on R&D annually. This is
despite the fact that the value of DuPont’s intangible assets + goodwill is 19% of total assets, whereas
for Tianhe it is closer to 2%. DuPont, and all the other chemical companies in the world continuously
spend substantial amounts on R&D just to keep them competitive and developing new products.

* http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 93
* http://www.ft.com/intl/cms/s/0/74b65b4e-9ace-11e3-946b-00144feab7de.html

* http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 119
* http://www.linkedin.com/pub/dr-david-flanigan/15/a26/796
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Considering that Mr. Flanigan lives in Colorado,* we find it unlikely that he has the time or the presence
to fully dedicate himself to the evolving needs of Tianhe’s customers. An internet search shows that Mr.
Flanigan’s time is spent on other projects, including running his own consulting firm.*> We find it hard to
believe that one man who lives half a world away and two of his colleagues — no matter how
experienced — can act as substitute for the annual R&D spending of a USS$8 billion company.

* http://www.linkedin.com/pub/dr-david-flanigan/15/a26/796
45

http://alpenseewater.ipage.com/uploads/3/1/4/9/3149837/20120918 awd engineering recommendations w e
xhibits.pdf
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. )
Frost & Sullivan AV?

Throughout our research, we found that the source most consistent with Tianhe’s claims was Tianhe's
own prospectus.

In preparing its prospectus, Tianhe retained a research firm named Frost & Sulliven (“F&S”) to provide
business, industry, and company-specific data. As an example, the prospectus cites F&S when stating
that the anti-mar market in 2013 was worth US$2.6 billion.* If the anti-mar market was indeed that big,
Tianhe’s claims of having sold 8 tons of pure anti-mar would be plausible. However, our own substantial
research shows that the anti-mar market in 2013 was only valued at USS$0.3 billion (RMB1.97 billion).*’

The prospectus relies heavily on data from F&S as evidenced by the 113 references to “Frost & Sullivan”.
By comparison, the word “Tianhe” appears 200 times. In turn, sell-side analysts refer to F&S data in their
own research reports. For example:

e Goldman Sachs (“Buy” rating on Tianhe) refers to F&S 30 times in its initial report.
e Bank of America ML (“Buy” rating on Tianhe) refers to F&S 24 times in its initial report.
e BOC International (“Buy” rating on Tianhe) refers to F&S 16 times in its initial report.

With such heavy reliance on F&S for everything from industry metrics to company-specific market share
data, one would expect F&S to be an independent, unbiased research firm that conducts rigorous due
diligence for the benefit of potential investors. However, according to the marketing material we
received, F&S appears to be more of a public relations company than an independent research firm. For
example, here is one slide from their marketing material:

o Frost & Sullivan has successfully supported over 75 Initial Public
Offerings (IPOs) on the SGX, ASX, Bursa Malaysia, Hong Kong Exchange
and AIM (UK)

0 Most of our IPO support have been through Independent Market
Research and Business Overviews of the entities seeking listings. We
have been instrumental in successfully charting out Business Plans for
the companies to supplement their investor confidence building
measures

Investor
Confidence

Leveraging
or F','°5t‘& FROVE E utriia Pre-empting
Sullivan’s Partnering Investor
Industry Successful Listings Concemns
Expertise

Benchmarking
Companies
within industry
sub-segments

RO S 1 S A& U S AN

* http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0609/LTN20140609007.pdf pg. 86
719.7 tons of anti-mar @ RMB100 million per ton
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We find it dubious that F&S sells itself to issuers as being instrumental to “investor confidence building
measures” and “pre-empting investor concerns”. Such implied support for issuers certainly calls into
guestion F&S’ objectivity. In any case, our favorite part of the marketing material is that F&S goes on to
give a case study of an IPO it supported:

F&S Case Study
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F&S is either so robust of ego or so completely removed from reality that they chose to showcase their
work on China Zaino (now named Dapai International Holdings) as marketing material. For those who
aren’t aware, China Zaino was part of a wave of Singapore-listed Chinese frauds that saw its stock price
collapse to zero. If F&S had updated China Zaino’s graph on its presentation, it would look something

like this:
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It’s unfortunate that Tianhe needs to resort to littering its prospectus with garbage from F&S to validate

its claims.
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Last Words K@

We believe that the totality of the evidence shows that Tianhe has vastly misrepresented the size and
scope of its business, and has produced false and misleading statements to the market.

All the evidence we have reviewed and relied upon in forming our views is publicly available, and set out
in our report — it’s what an honest and authentic due diligence exercise looks like, and the crime here is
compounded by the fact that so many relevant parties have been at best negligent and derelict, and at
worst guilty of false statements and fraud, in carrying out their duties related to the IPO.

We believe that the Securities & Futures Commission and the Hong Kong Stock Exchange will quickly
verify the evidence we have presented herein and halt trading of Tianhe’s stock. Thereafter, we expect
that regulators will delist Tianhe and prosecute the executives and promoters responsible for this fraud.
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