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Longwei Petroleum: The Most Brazen China-Based U.S. Listed RTO Fraud to Date 

Since 2010, Geoinvesting.com has helped investors navigate the U.S. Listed Chinese company universe 

(ChinaHybrids)  that has proven to be full of companies actively engaged in deceiving investors.  As 

investors read our exposé on Longwei Petroleum Investment Holding Limited (NYSE: LPH)  today they 

need to realize that our due diligence process employed similar tools, such as video surveillance of 

operations, recorded interviews, and SAIC filing analysis that directly led to the halt and eventual 

delisting of numerous ChinaHybrids.  Our exposure of the fraud perpetrated by Puda Coal (PUDA) and 

Yuhe (YUII) was ground breaking in that both managements actually admitted their deceit.  Likewise, 

!ƭŦǊŜŘ [ƛǘǘƭŜΩǎ ǊŜǇƻǊǘ ƻƴ China Integrated Energy (CBEH) was the first to use video surveillance to prove 

fraud.  ¢ƻŘŀȅΩǎ ǊŜǇƻǊǘ ƻƴ [tI ŎƻƳōƛƴŜǎ ǘƘŜǎŜ ŀǇǇǊƻŀŎƘŜǎ and allows us to make our strongest 

conclusion of fraud to date.  The choice investors are left to make is very simple: Do I hold onto LPH and 

wait for the rhetoric that its management and its fee collectors will spout or do I sell out prior to what 

we believe is ǘƘŜ ƛƴŜǾƛǘŀōƭŜ ǘǊŀŘƛƴƎ Ƙŀƭǘ ŀƴŘ ŘŜƭƛǎǘƛƴƎΣ ǘǊǳǎǘƛƴƎ ƛƴ DŜƻƛƴǾŜǎǘƛƴƎΩǎ ŘǳŜ ŘƛƭƛƎŜƴŎŜ and track 

record? The choice is yours and yours alone to make.  We have made ours.  

Longwei is reportedly engaged in the wholesale distribution of finished petroleum products in the 

tŜƻǇƭŜΩǎ wŜǇǳōƭƛŎ ƻŦ /Ƙƛƴŀ όǘƘŜ άtw/έύΦ   [tIΩǎ ƘŜŀŘǉǳŀǊǘŜǊǎ ŀǊŜ ƭƻŎŀǘŜŘ ƛƴ ¢ŀƛȅǳŀƴΣ {ƘŀƴȄƛ tǊƻǾƛƴŎŜΣ 

adjacent to and overlooking its Taiyuan fuel storage facility.  LPH has a reported fuel storage capacity of 

220,000 metric tons located at three storage facilities within Shanxi: Taiyuan, Gujiao and Huajie, which it 

ŎƭŀƛƳǎ ƘŀǾŜ ƛƴŘƛǾƛŘǳŀƭ ǎǘƻǊŀƎŜ ŎŀǇŀŎƛǘƛŜǎ ƻŦ ŀǇǇǊƻȄƛƳŀǘŜƭȅ рлΣллл ƳŜǘǊƛŎ ǘƻƴǎ όάƳǘέύΣ тлΣлллƳǘΣ ŀƴŘ 

100,000mt, respectively.  Unfortunately for owners of LPH stock, we have determined that the 

ŎƻƳǇŀƴȅΩǎ ǇǳǊǇƻǊǘŜŘ ōǳǎƛƴŜǎǎ ƻǇŜǊŀǘƛƻƴǎ ŀǊŜ ƳŀǎǎƛǾŜƭȅ ƻǾŜǊǎǘŀǘŜŘ ŀƴŘ ŀ ōǊŀȊŜƴ ŦǊŀǳŘΣ ƻƴ ŀƴ ƻǊŘŜǊ ƻŦ 

magnitude unmatched before by any China based companies we have seen.  Furthermore, we have no 

faith in LPIΩs auditor, Anderson Bradshaw. This is because ǘƘŜ ŦƛǊƳΩǎ head of quality control, Russell 

Anderson, was the audit partner of YUII while he worked at Child, Van, Wagoner & Bradshaw.  Russell 

failed to detect the massive YUII fraud we uncovered and did not resign until the YUII Chairman 

admitted fraud 5 days after we exposed them. Our exposé led ǘƻ ¸¦LLΩǎ ŘŜƭƛǎǘƛƴƎ.  LPH stock in our 

opinion is virtually worthless, completely un-investable and should be immediately delisted by the 

New York Stock Exchange (NYSE). We are sending all of our evidence to the NYSE and other securities 

regulators, just as we have done in prior cases. 
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Part I ς Wholesale Fuel Sales Are Virtually Nonexistent 

1. 7 weeks (October 26 to December 13, 2012) of 24/7 time-lapse video ǎǳǊǾŜƛƭƭŀƴŎŜ ƻŦ [tIΩǎ 

Taiyuan and Gujiao fuel storage depots detected only 5 tanker trucks fueling at the two 

facilities, combined. 

2. In recent press releases and 8-K filings, LPH exaggeǊŀǘŜŘ ƛǘǎ Ƴŀƛƴ ¢ŀƛȅǳŀƴ ŀƴŘ DǳƧƛŀƻ ŦŀŎƛƭƛǘƛŜǎΩ 

November 2012 sales by a factor of over 800 times. 



3. In October 2012, prior to conducting our video surveillance, we discovered that the railroad 

spurs to the Taiyuan and Gujiao facilities were covered with vegetation and appeared unused in 

quite some time. 

4. [ƻŎŀƭǎ ǘƘŀǘ ǿŜ ƛƴǘŜǊǾƛŜǿŜŘ ǎŀƛŘ ǘƘŀǘ [tIΩǎ ōǳǎƛƴŜǎǎ ƘŀŘ ōŜŜƴ ōŀŘ ŦƻǊ ŀ ƭƻƴƎ ǘƛƳŜΦ  ²Ŝ ǿŜǊŜ ǘƻƭŘ 

that the Gujiao facility had been almost completely idled since 2011, when it began losing 

money on fuel it sold due to unstable fuel prices since 2011.  

5. From December 9 to 22, 2012, we conducted 13 days of 24/7 time-lapse video surveillance of 

the newly opened Huajie fuel storage depot and detected zero tanker trucks being fueled at the 

facility. 

6. CFO Mike Toups, by simply looking out of the Taiyuan office windows at the nearly idled tanker 

fueling station next door should ƘŀǾŜ Ŝŀǎƛƭȅ ŘŜǘŜŎǘŜŘ ŀƴŘ ǇǊŜǾŜƴǘŜŘ [tIΩǎ brazen fraud given 

the amount of time he claims to spend at the facility. 

Part II ς Legal Issues Abound 

1. LPH never disclosed an investment of $32 million (out of a total commitment of $222 million) in 

a Tourism business made by its subsidiary Shanxi Zhonghe Energy Conversion Co., Ltd. 

όά½ƘƻƴƎƘŜέύΦ 

2. LPH has eerie ties to Ming Zhao and Puda Coal DǊƻǳǇ όάt¦5!έύ through its Zhonghe and Huajie 

facility acquisitions.  Investors may remember that Ming Zhao was the mastermind behind the 

massive PUDA fraud  that the GeoTeam uncovered - a fraud which Ming Zhao tried to conceal 

with a bogus private takeover offer of $12.00 per share while the stock was halted.  

3. [tIΩǎ ƳƛƴƻǊity interests in Taiyuan Longwei, owned by Mr. Cai Yongjun, are not reflected in its 

balance sheet as non-controlling interests.  

4. In its 2011 10K, LPH claimed that Shanxi Heitan Zhingyou Petrochemical Co., Ltd (άZhingyouέ) 

was an operating subsidiary that had income tax due during the financial year ending June 30, 

2011. However, in its 2012 10-K, LPH claimed that Zhingyou was a non-operating subsidiary in 

the financial year ended June 30, 2012 and did not have income tax due on June 30, 2011.   

5. The disclosed SAT/SAIC file by LPH on June 29, 2012 for the calendar year 2011 claimed that 

only Taiyuan Longwei Economic & Trade Co., Ltd. generated revenue and paid income tax and 

VAT tax.  This contradicts the annual report (SEC) for the financial year ended on June 30, 2011 

during which Zhingyou was still the operating subsidiary for the Gujiao facility.   

Part I ς Wholesale Fuel Sales are Virtually Nonexistent 

1.  Seven (7) weeks (October 26 to December 13, 2012) of 24/7 time-ƭŀǇǎŜ ǾƛŘŜƻ ǎǳǊǾŜƛƭƭŀƴŎŜ ƻŦ [tIΩǎ 

Taiyuan and Gujiao fuel storage depots detected only 5 tanker trucks fueling at the two facilities, 

combined. 

Seven weeks (October 26 to December 13, 2012) of 24/7 time-ƭŀǇǎŜ ǾƛŘŜƻ ǎǳǊǾŜƛƭƭŀƴŎŜ ƻŦ [tIΩǎ ¢ŀƛȅǳŀƴ 

and Gujiao fuel storage depots detected only 5 tanker trucks fueling at the two facilities, combined. 

For 49 consecutive days, from October 26 to December 13, 2012, we performed uninterrupted 24/7 

time-ƭŀǇǎŜ ǾƛŘŜƻ ǎǳǊǾŜƛƭƭŀƴŎŜ ƻŦ [tIΩǎ Taiyuan and Gujiao fuel storage depots, which together accounted 

http://www.slideshare.net/GeoTeam/puda-coal-investigatory-report-probe-into-corporate-structure-and-ownership


for 96% ƻŦ [tIΩǎ ǘƻǘŀƭ ǎŀƭŜǎ ƛƴ ǘƘŜ ƭŀǎǘ ŦƛǎŎŀƭ ǉǳŀǊǘŜǊ ŜƴŘŜŘ {ŜǇǘŜƳōŜǊ олΣ нлмнΦ   What we discovered 

was shocking.  During this entire period we only saw only 5 tanker trucks fueling at the two facilities, 

combined. 

Taiyuan Facility 

The following satellite overview image of the Taiyuan facility is marked showing the location and field of 

view of our cameras: 

 

As shown in the overview image above, Camera 1 had a clear view of the Retail Gas Station, Tanker 

Fueling Entrance and a partial view of the Tanker Fueling Station.  Camera 2 had a clear view of [tIΩǎ 

corporate Office Entrance adjacent to the Taiyuan facility. 

A comparison of our overview image with the following image from page 5 of [tIΩǎ hŎǘƻōer 11, 2012 

RedChip PowerPoint presentation confirms that we had our Camera 1 aimed at the Tanker Fueling 

Station (ƭŀōŜƭŜŘ ά/ƻƴǘǊƻƭ /ŜƴǘŜǊέ ƛƴ [tIΩǎ ƛƳŀƎŜ): 

http://blog.geoinvesting.com/wp-content/uploads/2012/12/LPH-Redchip-10.11.12-PPT.pdf


 

 

 

The following ǇƘƻǘƻ ƻŦ ǘƘŜ ŜƴǘǊŀƴŎŜ ǘƻ [tIΩǎ ŎƻǊǇƻǊŀǘŜ ƻŦŦƛŎŜ όǿƘŜǊŜ /Ch aƛƪŜ ¢ƻǳǇǎ ŎƭŀƛƳǎ ǘƻ spend 

half the year working) was taken from our Camera 2 on December 2, 2012: 



 

[tIΩǎ ŎƻǊǇƻǊŀǘŜ office is the building pictured on the right (with the flags on the roof).  

The following photos of the Taiyuan Tanker Fueling Entrance and Station were taken from our Camera 1 

on October 26, 2012, showing the only tanker truck we ever saw fueling during the 49 days we filmed 

the Taiyuan facility.  The tanker truck entered the Taiyuan facility at 2:04pm and departed at 3:28pm, as 

shown below: 



 

The Tanker Fueling Station is located just behind the small retail gas station pictured above in the 

foreground (see the red taxi fueling).  The Tanker Fueling Entrance is a gate shown on the right side of 

the pictures above.  There is also an access gate on the left side of the retail gas station (pictured above) 

but during the course of our surveillance it appeared to be rarely, if ever, used.  We observed a small 

amount of business at the retail gas station from locals during the daytime, limited by the poor location 

and the fact that the station offers only 90-octane gasoline and diesel fuel.  We generously estimate that 

the average daily fuel sales at the retail station should not exceed 10 metric tons. 

You can view 3 of our time-lapse surveillance videos ƻŦ [tIΩǎ ¢ŀiyuan Tanker Fueling Station filmed 

from our Camera 1 at the following links: 

¶ October 29, 2012 

¶ November 13, 2012 

¶ November 27, 2012 

We are sending the other 46 ŘŀȅǎΩ videos from our Camera 1 as well as the videos from our Camera 2 to 

the New York Stock Exchange and the SEC Office of the Whistleblower. 

Gujiao Facility 

The following satellite overview image of the Gujiao facility is marked showing the location of our two 

cameras: 

https://vimeo.com/56564767
https://vimeo.com/56564769
https://vimeo.com/56565319


 

As shown in the overview image above, Camera 1 had unobstructed views of the Gujiao Tanker Fueling 

Station and the Tanker Fueling Entrance.  Camera 2 had an unobstructed view of the Weighing Station 

and a partial view of the Rail Spur. 

A comparison of our overview image with the following image from page 6 ƻŦ [tIΩǎ hŎǘƻōŜǊ ммΣ нлмн 

RedChip PowerPoint presentation confirms that we had our camera aimed at the Tanker Fueling Station 

(ƭŀōŜƭŜŘ ά/ƻƴǘǊƻƭ /ŜƴǘŜǊέ ƛƴ [tIΩǎ ƛƳŀƎŜ): 

http://blog.geoinvesting.com/wp-content/uploads/2012/12/LPH-Redchip-10.11.12-PPT.pdf


 

 

The following are images of the Gujiao Tanker Fueling Station taken from Camera 1 on November 27, 

2012, showing one of only four tanker trucks we ever saw fueling during the 49 days we photographed 

the Gujiao facility (the other three tanker trucks showed up on October 29, November 13, and 

December 6, 2012):  



 

As shown above, the tanker truck fueled at the Tanker Fueling Station of the Gujiao facility from around 

2:14pm to 2:26pm.  Before and after fueling, the tanker truck was weighed at the Gujiao Weighing 

Station, photographed by our Camera 2 as shown below: 



 

You can view 3 of our time-ƭŀǇǎŜ ǎǳǊǾŜƛƭƭŀƴŎŜ ǾƛŘŜƻǎ ƻŦ [tIΩǎ DǳƧƛŀƻ ¢ŀƴƪŜǊ CǳŜƭƛƴƎ {ǘŀǘƛƻƴ ŦƛƭƳŜŘ 

from our Camera 1 at the following links: 

¶ October 29, 2012 

¶ November 13, 2012 

¶ November 27, 2012 

The dates of these three videos coincide with the dates of the Taiyuan Tanker Fueling Station videos we 

shared.  Three of the four tanker trucks that fueled at the Gujiao facility during the 7 weeks of our 

surveillance can be seen in these surveillance videos.  We are sending the other 46 ŘŀȅǎΩ ǾƛŘŜƻǎ ŦǊƻƳ 

our Camera 1 as well as the videos from our Camera 2 to the New York Stock Exchange and the SEC 

Office of the Whistleblower. 

2.  In recent press releases and 8-Y ŦƛƭƛƴƎǎΣ [tI ŜȄŀƎƎŜǊŀǘŜŘ ƛǘǎ Ƴŀƛƴ ¢ŀƛȅǳŀƴ ŀƴŘ DǳƧƛŀƻ ŦŀŎƛƭƛǘƛŜǎΩ 

November 2012 sales by a factor of over 800 times. 

During the month of November 2012, our time-lapse video surveillance filmed only 2 tanker trucks 

fueling at the Taiyuan and Gujiao facilities, combined.  For all practical purposes the Taiyuan and Gujiao 

facilities were nearly idle, with minimal sales coming from the small retail gas station selling fuel to 

locals in front of the Taiyuan Tanker Fueling Station.   

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǘŀōƭŜ ŎƻƳǇŀǊŜǎ [tIΩǎ ǊŜǇƻǊǘŜŘ ŎƻƳōƛƴŜŘ bƻǾŜƳōŜǊ ǎŀƭŜǎ ŀǘ ƛǘǎ ¢ŀƛȅǳŀƴ ŀƴŘ DǳƧƛŀƻ 

facilities to the bleak reality we filmed as part of our on-the-ground due diligence of LPH: 

https://vimeo.com/56564766
https://vimeo.com/56564768
https://vimeo.com/56564770


 

   Product Sales (mt) Source 

All 3 Facilities Oct-Nov 2012  86,128  12/20/2012 PR 

All 3 Facilities Oct 2012   (41,811) 11/26/2012 PR 

All 3 Facilities Nov 2012   44,317   

Huajie Facility Nov 2012   (8,990) 12/19/2012 PR 

Taiyuan + Gujiao Nov 2012  35,327   

     

Average tanker truck capacity  20   

     

Taiyuan and Gujiao - Estimated total 
number of tanker trucks in Nov 2012 

 1,766   

     

Actual number of tanker trucks observed 
in Nov 2012 

 2   

     

Inflated product sales factor  882x   

 

As shown above, ōȅ ƻǳǊ ŜǎǘƛƳŀǘŜǎ [tI ōǊŀȊŜƴƭȅ ƛƴŦƭŀǘŜŘ ƛǘǎ bƻǾŜƳōŜǊ ¢ŀƛȅǳŀƴ ŀƴŘ DǳƧƛŀƻ ŦŀŎƛƭƛǘƛŜǎΩ 

combined product sales by over 800 times.  In our recollection, no other China-based U.S. Listed RTO 

has ever inflated its sales performance this much.  (Note: Even if we include the maximum possible fuel 

sold by the small Taiyuan retail gas station (10mt x 30 days = 300mt) into our calculations, LPH still 

inflated its combined Taiyuan and Gujiao fuel sales by 875x.) 

¢ƘŜǊŜŦƻǊŜ ǿŜ ƘŀǾŜ ǘƻ ǎŜǊƛƻǳǎƭȅ ǉǳŜǎǘƛƻƴ [tIΩǎ /Ch aƛƪŜ ¢ƻǳǇΩǎ ŎƭŀƛƳǎ he makes 10 minutes 30 seconds 

into this May 2011 RedChip promotional video interview, where he states that:  

άWŜΩǾŜ Ǝƻǘ ŀƴȅǿƘŜǊŜ ŦǊƻƳ 50-60 trucks coming through [the Taiyuaƴ ŦŀŎƛƭƛǘȅϐ ƻƴ ŀ Řŀƛƭȅ ōŀǎƛǎΧέ  

RedChip CEO Dave Gentry then steps in front of the camera and states:  

ά{ƻ рл-60 trucks are coming through here ǇŜǊ ŘŀȅΧέ 

http://www.prnewswire.com/news-releases/longwei-petroleum-reports-october-and-november-sales-revenue-increases-350-184255961.html
http://www.prnewswire.com/news-releases/longwei-petroleum-reports-october-sales-volume-increase-180851421.html
http://www.prnewswire.com/news-releases/longwei-petroleum-reports-november-sales-volume-increase-at-its-huajie-facility-184088861.html
http://www.redchip.com/visibility/video/displayClientVideoflashMainTemplate.asp?videoUID=151


 

In the RedChip promotional video, there were at least a dozen trucks driving around inside the Taiyuan 

and Gujiao Tanker Fueling Stations.  However, during our 49 consecutive days we filmed the two 

facilities, there were only 5 tanker trucks, combined.  The RedChip promotional video sounds a lot like 

the March 2011 staged investor tour conducted by /Ƙƛƴŀ LƴǘŜƎǊŀǘŜŘ 9ƴŜǊƎȅ όά/.9IέύΣ ŀ ŦǊŀǳŘ ōǳǎǘŜŘ ōȅ 

Alfredlittle.com and delisted to the Pink Sheets after its auditor, KPMG, resigned in April 2011.   

LPH and RedChip made their promotional video in response to the CBEH debacle to try to convince 

investors that its Taiyuan and Gujiao fueling businesses were real.  In fact, at 25 minutes into the 

promotional video RedChip CEO Dave Gentry points out that CBEH was halted from trading and under 

SEC investigation for potential fraud after investors filmed its facility for four months and determined 

that the flow of trucks did not match the revenue and earnings that the company was reporting.  Mr. 

Gentry then asks LPH CFO Mike Toups:  

άTƻ ǿƘŀǘ ŜȄǘŜƴǘ ƘŀǾŜ ȅƻǳ ǾŜǊƛŦƛŜŘ ǿƘŀǘ ǿŜΩǊŜ ǎŜŜƛƴƎ ƻƴ ǘƘŜ ƎǊƻǳƴŘ ǿƘŀǘ ǿŜΩǊŜ ǘƻƭŘ ƛƴ ǘƘŜ 

ŦƛƴŀƴŎƛŀƭǎ ƛǎ ŀŎŎǳǊŀǘŜΚέ  

Mr. Toups replies: 

ά5ŀǾŜΣ LΩǾŜ ǎǇŜƴǘ ŀ ŎƻƴǎƛŘŜǊŀōƭŜ ŀƳƻǳƴǘ ƻŦ ǘƛƳŜ here in Taiyuan City working with the company, 

working with the ƳŀƴŀƎŜƳŜƴǘΦ  LΩǾŜ ǊŜŀƭƭȅ ǊƻƭƭŜŘ ǳǇ Ƴȅ ǎƭŜŜǾŜǎ ƛƴ ǘŜǊƳǎ ƻŦ understanding the 

ŦƛƴŀƴŎƛŀƭǎΧέ  



Mr. Toups then announces that LPH would set up webcams on its new website so investors could view 

the facilities and see the tanker trucks fueling.  Nine months later, after repeatedly making excuses for 

delays installing the live webcams, Mr. Toups (on page 15 of [tIΩǎ Q2 2012 earnings conference call 

transcript dated February 10, 2012) announced that the webcam project failed because ά¢ƘŜ /ƻƳǇŀƴȅ 

deals with several sensitive industries in terms of some of the customers that we serve, the military or 

military-related customers, so we have not been able to come out through the Chinese firewall with the 

ǿŜōŎŀƳǎ ƻǊ ŀƴȅ ǘȅǇŜ ƻŦ ŀ ƭƛǾŜ ŦŜŜŘΦέ   

Our video surveillance proves that CFO Mike ToupsΩ claim of 50-60 trucks per day fueƭƛƴƎ ŀǘ [tIΩǎ 

Taiyuan facility is an outrageous exaggeration that Mr. Toups should be well aware of every time he 

visited the nearly idle Taiyuan facility.  The real reason LPH never installed the webcams is because they 

have no business to film, as we observed during our 7 weeks of time-lapse video surveillance.  LPH is 

defrauding its investors, just like China Integrated Energy, only on an even larger scale. 

3.  In October 2012, prior to conducting our video surveillance, we discovered that the railroad spurs 

to the Taiyuan and Gujiao facilities were covered with vegetation and appeared unused in quite some 

time. 

LPH claims its Taiyuan facility is supplied with fuel by rail.  However, our initial site visit in October 2012 

found that the railroad tracks outside of the gate leading to Taiyuan facility were covered with 

vegetation as shown below: 

http://blog.geoinvesting.com/wp-content/uploads/2012/12/LPH-Q2-2012-earnings-call-transcript-2.10.12.pdf
http://blog.geoinvesting.com/wp-content/uploads/2012/12/LPH-Q2-2012-earnings-call-transcript-2.10.12.pdf


 

 

 

 

 

 

 


