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Disclaimer

Use of Muddy Waters LLC's research is at your own risk. You should do
your own research and due diligence before making any investment
decision with respect to securities covered herein. You should assume that
as of the publication date of any report or letter, Muddy Waters, LLC
(possibly along with or through our members, partners, affiliates,
employees, and/or consultants) along with our clients and/or investors has
a short position in the stocks (and/or bonds and/or options of the stock)
covered herein (including without limitation Fushi Copperweld and China
Lumena New Materials, and therefore stands to realize significant gains in
the event that the price of stock declines. Following publication of any report
or letter, we intend to continue transacting in the securities covered therein,
and we may be long, short, or neutral at any time hereafter regardless

of our recommendation. This is not an offer to sell or a solicitation of an offer
to buy any security, nor shall any security be offered or sold to any person,
in any jurisdiction in which such offer would be unlawful under the securities
laws of such jurisdiction.
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Disclaimer (cont'd)

Muddy Waters, LLC is not registered as an investment advisor. To the best
of our ability and belief, all information contained herein 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 covered herein or who may otherwise owe any fiduciary duty or duty
of confidentiality to the issuer. However, such information is presented

“as is,” without warranty of any kind — whether express or implied. Muddy
Waters, LLC makes no representation, express or implied, as to the
accuracy, timeliness, or completeness of any such information or with
regard to the results to be obtained from its use. All expressions of opinion
are subject to change without notice, and Muddy Waters,LLC does not
undertake to update or supplement this report or any of the

information contained herein. Before viewing the contents of this report, you
agree that any dispute arising from your use of this report or viewing the
material herein shall be governed by the laws of the State of California,
without regard to any conflict of law provisions.
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Disclaimer (cont'd)

You knowingly and independently agree to submit to the personal and
exclusive jurisdiction of the superior courts located within the State of
California and waive your right to any other jurisdiction or applicable law,
given that Muddy Waters, LLC has offices in California. The failure of Muddy
Waters, LLC to exercise or enforce any right or provision of this disclaimer
shall not constitute a waiver of this right or provision. You agree that
regardless of any statute or law to the contrary, any claim or cause of

action arising out of or related to use of this report or the material herein

must be filed within one (1) year after such claim or cause of action arose or
be forever barred.
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Learning the Secrets of
the D/saster of “China Concept” Stocks
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Near-total decline attributable to MW
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The Puplls

Fraud School Pupils
Market Cap. LTMP/E Prior FY Reported

Company Name Ticker Price ($mm) (x) Revenue (Smm)
American Lorain Corporation AMEX: ALN $1.20 S41.4 2.09x $213.2
Lihua International, Inc NASDAQ: LIWA  $4.39 $131.9 2.49x $637.1
RINO International Corporation® PINK:RINO $0.06 S1.7 0.03x $192.6
Fushi Copperweld, Inc NASDAQ: FSIN  $5.79 $221.4 6.93x $287.4
Note:

1 RINO stoppedreporting financial resultsfollowing Q3 2010. LTM Multiples are based off of the
quarters ending with Q3 2010, and "Prior FY" figures are based off of the year ending December
31, 2009
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The Professors

» Legitimate:
— Law Firms
— Accountants
— Consultants
— Investment Banks
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Networks & Relationships
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Chief Capital — RINO and FSIN Intersection
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Jimmy C.H. Cheung & Co. — RINO and FSIN
Intersection

3{ JIMMY C. H. CHEUNG & CO.; CPA

! ; ) / {4500 etail seadd A v LV naann | ”
I Kreston Liternational Afhated Firm, based in Hopp Kong

Mission Statement

To serve every cient with integrity, regardiess of their size and 10 realize their utmost potential
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FSIN’s Troubled Ties

*+ CBEH (PINK), China Integrated Energy, Inc., which was halted in April 2011 and subsequently
delisted from NASDAQ on June 15, 2011. It had been the subject of fraud allegations by Alfred
Little (www.alfredlittle.com)

*+ CGA(NYSE), China Green Agriculture. It had been the subject of negative research reports by
IFRA (www.ifragroup.com) and J Capital Research (www.jcapitalresearch.com)

* ENHD (PINK), Energroup Holdings Corp., which was delisted from OTCBB and filed Form 15 to
terminate its registration and suspend all securities filings on January 3, 2011

* GSI (NYSE), General Steel Holdings, Inc.

* Harbin Electric, which was acquired by a group led by its chairman at $24 per share. Prior to the
acquisition, it had been the subject of negative research reports by Citron Research
(www.citronresearch.com)

* NEP (AMEX), China Northeast Petroleum Holdings, Inc., which has been halted since March 1,
2012

*  ONP (AMEX), Orient Paper, Inc. ONP was the subject of Muddy Waters's first fraud report

« SGTI (OTCBB), Shengtai Pharmaceutical, Inc., which has a market capitalization of $9.6 million
on reported 2011 revenue of $171.7 million, trading at 0.16x book value and 2.3x P/E

+ SHZ (AMEX), China Shenzhou Mining & Resources, Inc., which was the subject of negative a
research report by Absaroka Capital Management, LLC (www.absaroka.com)
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Making Lemons into
Lemonade
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POORLY
Muddy Waters:
Ending Fraud, M A D E I N

One Unannounced Site
Visit/Channel Check at
a Time
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FSIN's Secret of Success #1: Maximize
Margins by Minimizing Work Performed
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Large Trucks Require Output




FSIN’s Secret of Success #2: Save
Money by Only Selling as Much as Fits
| in Your Car ‘




What is Actually Being Produced?

* FSIN claims the factory produces 29,000
tons / year.

» Possible as little as 2,250 tons / year.
« That's 92.2% lower.
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When Less Is Less: Dalian Jinchuan
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When Less is Less, Cont'd
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Cooking Classes
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Book Cooking 101: Forged Documents

Accounting documents
Sales contracts

Bank statements
Government documents
Government seals
Document templates
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Book Cooking Faux Pas #1: Wrong Taxes

Entity Clalmed Tax Treatment RINO s Explanation

Date / Farm

Problems with Lxplasacion

2vear complete Standwd esempaon for nesh formed
Innoewnd esemption, byear S0% Whollv forngn owned snterpases
e1empaon ("WFOE ") under 19917 tax law

u (no descusmon)

WOTI0K & Sa

Thes 15 a sesstatement of PRC tax law. No such|
treatment apphed 10 Inmosend As of Maech
16, 2007, thes treasmant was no longer
avadabie to new WFOEs doe to the new tas
faw beng enacted i d was formed on
Bl %, 2007 and thus melgble Even o it wese
avadable, to qaalefy, ot least 0% of mcome
et come from producticn Management fees
tecerved from VIE would not quakfy as
preducton ntenme

Lyear complete Qualtied under new tax lrw as
Ineoewnd esemption, boyear (0% envwonmental protection mdarery
eremphon comgany

Lyear complete Qualtied unde new tar len 0y
\u evemption, b year 10N envwonmmanial protechion mduiary
evenpoon Congany

Q1 2008 10.Q
theough 2008 10
K

Thes s & sesstatement of PRC tan law. Under
the new law_ mcome relaced 10 Ceran
emwonmental protection projects would have
2 bovear  Joyear habday Thes s nota
company-mide exsmpaon However, the
projects and qualdfiing crrtena were nat stated|
until & Dee 31, 2009 carcular (Con Shan [2009)
166) Therefeee, there Wit ne way 1o obtam
project evemptions ot the tenes of these
flwngs

Thes 45 8 sesstatement of PRC tan law Under
the new law mcome related 10 cortan

e wonmental protection progects would have
8 hyem Loyear habday Thes is not &
company wide erempaon Howeve the
propects and qualiy g crens were nat stated
wntll a Doc 31, 2009 cwenidar (Co S [2009)
166) Thaeefoee. thare was ne way 1o obtam
Feopect evemptions ot O twae s of S se
Sl

2year complete Qualified under new tax law as
lrmowend esemplion, Syear 0% envworemental protechion mdusery
erengoon congany

Taed accosding 1o the mew tas law No

L)
<R ke 10 eLemptian poa s abile

Q1 2009 10-Q
Srough Q2 2009
10Q

An odd swach 1o Jyear  Syem Agam s
messtatement of PROC tas law because it was
unay adable ot the tmne of the Slngs As of
Dec. 31, 2009, applcable cnly 10 income from
spectied progects
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Book Cooking Faux Pas #1: Wrong Taxes,
Cont'd

Entity Claimed Tax Treatment RINO's Explanation Date / Form Problems with Explanation

Thas 15 2 musstatement of PRC tax law. Under
the new law, mncome related 1o Certam

2-year complete Qualified under new tax law as envirormental protection projects would have
[nnomind exemption, 3-year 50% environmental protection mdustry Q32009 10-Q 5 3.year  3.year holiday. This is not a
txemphion company company-wide exemption. Therefore, there
was no such applicable exemption covenng
2009 mcomse
VIE 15% tax rate Reductson approved Dec. 10, 2008
Impossible under PRC tax law. Per Artacle 49 of]
All net meome pad as management fees the [mplementathon Regulations of the
However, taxable mcome Innomind per the "Entrusted Enterpnse Income Tax Law, management fees
reduced to zero Management Agreement” dated Oct. 3, (T I97M) are not deductible. Thus, VIE would
2007 have paid taxes because the management fee
15 not deductible

Thas 15 2 misstatement of PRC tax law. Under
the new law, income related to certain

2-yvear complete Qualified under new tax law as 2009 10.K - environmental protection progects would have
[nnomnd exemption, 3-year 0% environmental protection mdustry Present 8 3.vear ' 3.year hobday. Thas is nota
exemption company. company-wide exemption. Therefore, there
was no such apphcable exemption covenng
2009 mcome.
VIE 15% tax rate Reduction approved Dec. 10, 2008
[mpossible under PRC tax law. Per Artacle 49 of
All net income paid as management fees the [mplementation Regulatsons of the
However, taxable mcome Irmomind per the "Entrusted Enterpnse Income Tax Law, management fees
reduced to zero Management Agreement” dated Oct. 3, (WIFTM) are not deductible. Thus, VIE would
2007 have pad taxes because the management fee

15 not deductible.
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Book Cooking Faux Pas #2: Poor Forgeries

 DGW — Auditor seal clearly glued onto
page
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Book Cooking Faux Pas #2: Poor Forgeries,
Cont'd
« DGW- New date is in English and auditor
seals have changed
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Investors to Decide

« China Lumena New Materials

67 HK HKD 1.56/1.57 518Kx1.0M EquityDES
Screen Printed
67 M Equity  EERLULCG SN 99 Feedback | Page 174 Description Profile
1) Profile ) 1esue Info \ Rati ') Re o & EPS

o b

8 Price Chart (GP) N Earn (ERN) 2 Est (EE) W Corporate Info

7110 Management (MGMT)

9 Dividend (OVD)
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Dalian Jinchuan: FSIN’s Ghost Town

Dalian Jinchuan Power Cable Financial Results

All Figures in Thousands 2009 2010 2011
SAIC: Revenue (RMB) 36,635 26,489 NA
SAIC: Revenue (USD]) 5,363 3,913 NA
SAIC: Net Income (RIMB) 481 354 NA
SAIC: Net Income (USD') 70 52 NA
SEC Revenue™ (USD) NA 29,109 31,702
SEC. Net Income™? (USD) NA 4,298 NA
Revenue Overstatement NA 7.4x NA
Net Income Overstatement NA 12.1x NA
Note

1 Revenue converted to USD using the average annual exchange rates provided for each year

W Lo

mn FSIN's 10-K filings
Figures obtamned through FSIN 2011 10-K, F-9 & F-31

2010 revenue and net mncome 1s noted m FSIN's filings as bemng for the peniod of February 5
2010 through December 31, 2010
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Dalian Jinchuan: FSIN’s Ghost Town,
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Fushi International Dalian:
Forged SAIC Files?

« The 2008 and 2010 financial statements
are missing the company’s seal (“chop”).

* The 2010 financial statements are missing
the auditor’'s chop and the accountant’s
seals.

* The formatting in parts of the 2009 audit
report appears unusually unprofessional.
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Fushi International Dalian: Forged SAIC

Files?

FSIN’s company seal is consistently
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Fushi International Dalian: Forged SAIC
Files?
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Fushi International Dalian: Forged SAIC

L R o S Formatting irregularities are
v bl e present in the 2009 SAIC

filing, such as the paragraph
border mysteriously moving
to left and lines across the
files (as shown in the excerpt
to the left)
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Fraud School Career Center:
Opportunities for Graduates
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What Next?
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Dalian Jinchuan: Intentionally Misleading
Shareholders

Capital ! Registered
Legal R tative &
Date Shareholders Ownership % Contribution o S:p::'ie:o: ve Capital
(RMB'000) : (RMB'000)
Apnl 2007 Yulu 61% 6,805 Legal Representatve: Yu Ju 11,129
Yan Ju 22% 2,400 Supervisor: Xueqm Zhang
Xueqm Zhang 17% 1,923
27-Mar-08 LiFu 78% 8,729 Legal Representatrve: Chunyan Xu 11,129
Chunyan Xu 22% 2,400 Supervisor: Li Fu
14-Dec-09 Binchang Liang 78% 8,729 Legal Representative: Chunyan Xu 11,129
Luyuan L 22% 2,400 Superwisor: Li Fu
6-Jan-10  Binchang Liang 78% 8,729 Legal Representative: Binchang Liang 11,129
Luyuan Liu 22% 2,400 Superwisor: Li Fu
1-Mar-10 Binchang Liang 78% 8,729 Legal Representative: Chunyan Xu 11,129
Luyuan L 22% 2,400 Superwvisor: L1 Fu
17-Mar-10 Fushi International (Dahan) 100% 11,129 Legal Representative Chunyan Xu 11,129

Bimetallic Cable Co , Ltd

Supervisor. L1 Fu
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Shanghai Hongtai: A Present for the Chairman,
Courtesy of FSIN Sharcholders

On May 31, 2010 (“the acquisition-date”), Fushi International completed
the acquisition of Hongtai by dewgnatmg the Company s Co-Chief
Executive Officer (“Co-CEOQ") Li Fu to acquire Hongtai as the Company s
legal representative during this transitional period of Fushi Jiangsu as
described above. Mr. Li Fu is currently appointed as the sole member of
Hongtai's board. Such duties carried out by the Company s Co-CEQ did
not result in additional compensation provided to the Co-CEO. In
addition, the Company funded all such considerations as described below
related to the acquisition of Hongtai.

It is the Company s intention that Hongtai be dissolved at the conclusion of
the transitional period at which point Fushi Jiangsu becomes fully
operational.

_FSIN Q2 2010 10-Q, p. 26.
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Deposits for Land Use Rights

« MW now taking deposits for land use

rights on the moon

During the year ended December 31, 2010, the Company prepaid USD9,480,129 for the purchase of a land use right. As of December 31, 2010,
the Company has not obtained the title of the land use right yet. The prepayment is recorded in “deposits for land use right” in the consolidated

balance sheet as of December 31, 2010 and will be reclassified to “land use rights™ when the title is obtained.

ASSETS

Current assets:

Cash

Accounts receivable, net of allowance for doubtful accounts
Inventories

Advances to suppliers

Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, net
Intangible assets

Land use rights

Deposits for land use rights
Goodwill

Other non-current assets

Total assets

March 31, December 31,
2011 2010

USD USD

134,438,395 123,000,338

63.238.073 65,765,722
18,624 451 16,143 922
13.279.119 15,022,976

909,681 743,206

230.489.719 220,676,164

121,766,952 124,177,512
510318 577,587

584.053 443,397

377.887.015 370,257,363



Deposits for Land Use Rights, Cont'd: Q2 & Q3

TNAA
June 30, December 31,
2011 2010
UsD UsDh
ASSETS
Current assefs:
Cash 141,879,243 123,000,338
Accounts receivable, net of allowance for doubtful accounts 75,191,031 65,765,722
Inventories 20,644,085 16,143,922
Advances to suppliers 10,369,102 15,022.976
Prepaid expenses and other current assets BOG 117 743.206
Total current assets 248,889,578 220,676,164
Property, plant and equipment, net 120,422,102 124,177,512
Intangible assets 504 487 577,587
Land use rights TTONTT 13,089,733
Deposits for land use rights 9.623.181
Goodwill Tt 1,669,789
Other non-current asseds 573484 443.397
Total assets 395,148,673 370,257,363
September 30, December 31,
2011 2010
usp UsDh
ASSETS
Current assets!
Cash 163,624,276 123,000,338
Accounts receivable, net of allowance for doubtful accoums 73913870 65,765,722
Inventories 18899317 16,143,922
Advances to suppliers 8.586,217 15,022,976
Prepaid expenses and other current assets 1.042 982 743,206
Total current assets 266,066,662 220,676,164
Property. plant and equipment, net 119,064,234 124,177,512
Intangible assets, net 468,518 577,587
Land wse rights, net et 13.089.733
Deposits for land use rights 9957 883 9623.181
Goodwill —— 1,669,789
Other non-current assets 518477 443.397

Total assets 411,110,172 370,257,363



Deposits for Land Use Rights, Cont'd: Q4
2011

During the year ended December 31, 2010, the Company prepaid $9,480.129 for the purchase of a land use right. As of December 31, 2011, the
Company has not obtained the title of the land use right yet. The prepayment is recorded in “deposits for land use right” in the consolidated
balance sheets as of December 31, 2011 and 2010 and will be reclassified to “land use rights” when the title is obtained.

December 31
2011 2010
USD USD
ASSETS
Current assets:
Cash 200,451,902 123.000,338
Accounts receivable, net of allowance for doubtful accounts 63,978,861 65,765,722
Inventories 10,695,123 16,143,922
Advances to suppliers 6,793,904 15,022,976
Prepaid expenses and other current assets 1.332.204 743.206
Total current assets 283,251,994 220,676,164
Property, plant and equipment, net 117.405,523 124,177,512
Intangible assets, net 431,441 577.587
Land use rights . 13,089,733
Deposits for land use right 9.623.181
Goodwill S1Z, 1,669,789
Other non-current assets 491,380 443.397
Total assets 426,804 823 370,257,363
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Unwinding the Frauds
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Chairman Fu’s Bid

* Original bid November 3, 2010 of $11.50
« Lowered to-$9.25 on November 21, 2011
- Raised to $9.50 on December 28,2011
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Thank You
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