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CHAIRMAN'S STATEMENT

Dear shareholders,

First of all, I would like to express my heartfelt gratitude to all shareholders for your care for and support to the
Company throughout the years.

Review

In 2012, the report from the 18th National Congress of the Communist Party of China first discussed the issues
of “ecological civilization,” combining the building of the ecology with economic, political, cultural and social
progresses in the “Five in One” approach. At the same time, the report proposed guidelines for the concept
of “Building a Beautiful China.” By giving ecological civilization progress top priority and combining economic,
political, cultural and social progresses, the Chinese government’s political ideas to respect, cope with and protect
nature were clearly emphasized.

In 2013, the Third Session of the 18th National Congress proposed that “to achieve ecological civilization, a sound
system should be established to protect the ecological environment. This system included improving the natural
resources and properties system and the utilization control system, developing ecology protection boundaries,
implementing the resource price system and ecology renewal system, and reforming the environment protection
and management system. In July, the State Council held a standing committee meeting, calling for accelerated
development of the energy-saving and environment protection industry, which required both policy support
and innovation to encourage and guide active participation of social capital, including private capital. In August,
the “Opinions on Accelerating the Development of Energy-saving and Environment Protection Industry (# 3%t
b g & ih R TRAR A ¥ 69 B A) was expressed by the State Council, with the aim to build up the energy-saving
and environment protection industry as a new pillar of the national economy. In September, the “Air Pollution
Prevention Action Plan” (K £,i5 & P54 15$43t %) , which was referred to as the “historically most-stringent”
air pollution control standards, was passed by the State Council. The plan transformed government policy from
focusing on pollution control to energy-saving and environment protection. In October, the central government
confirmed a subsidy of RMB 5 billion for the implementation of air pollution control. This policy signified a shift in
focus from regulating to incentivizing industry players.

Throughout 2013, favourable policies have brought much hope to the development of the environment
protection industry. Pressure on the environment have brought the environment protection industry a broader
market — the combined effect from policy support and market demand was reflected in the third-quarter reports
of listed companies in the environment sector and investment capitals have flowed in as a result. This has led
to the development of profit models in the various sub-segments and strong development momentum in the
overall environment protection industry, particularly in the sewage treatment and recycling sub-segments. The
wastewater treatment industry was also going through a consolidation phase of development — words like
“transformation,” “scale,” “vitality,” and “innovation” have become key words for the development of the
wastewater treatment industry in China. Although municipal sewage treatment continued to be the market
focus, sub-segment such as water treatment and supply in rural areas, industrial sewage treatment and seawater
desalination had also shown continuous potential.

In 2013, Sound Global continued to capitalize on its existing advantages in regional markets, and has delivered
great results in new markets such as Fujian, Guizhou, Anhui and Xinjiang. Particularly, Sound Global achieved a
breakthrough in Beijing, marking a milestone in the strategic development of the Company. Moreover, we also
achieved fruitful results in the sub-segments. Following the establishment of rural sewage treatment models
in Hunan and Jiangsu, we also achieved significant results in areas like Fujian, Shanxi, Shandong and Hebei
subsequently. With our immense experience and innovation capabilities in advanced treatment technology for
industrial sewage, we secured additional industrial sewage treatment investment projects in the timber and
petrochemical sectors. Leveraging on our advantage in branding and capital management, we also enhanced
our operations capabilities. With pragmatic and sound practices, Sound Global has continuously improved on our



overseas financing structure and actively explored overseas opportunities, slowly realizing our aim of becoming a
global company. By doing so, Sound Global has covered every aspect of the water treatment business, including
mergers and acquisitions, project general contracting, investment and custodian transportation. As one of the
outstanding representatives of the wastewater treatment industry in China, Sound Global has fully exhibited its
capabilities.

Prospects

The “Opinions on Accelerating the Development of Energy-saving and Environment Protection Industry” (i
oAb B 4L IR A £ 993 A) expressed by the State Council projected that the total output value of the
environment protection industry would reach RMB 4.5 trillion by 2015, making the industry a new pillar of the
national economy. The investment in construction of facilities for urban sewage, desulfurization and denitrification
would exceed RMB 800 billion while the total output value of environment services would reach RMB 500 billion.

With the acceleration of China’s urbanization and industrialization, the demand for water resources has increased
correspondingly. The acute shortage of water treatment facilities, coupled with the low treatment rate of current
urban and rural sewage plants, have brought tremendous room for growth in the sewage and wastewater
treatment industry in terms of construction and capital investment. In addition, with government policies to
encourage the use of recycled water, more opportunities would become available in the sewage and wastewater
treatment market.

Following the Third Session of the 18th National Congress, the initial policy document issued by the Ministry of
Environmental Protection focused on rural environment issues. As a result, there would be tremendous growth
opportunities in the rural environment protection segment. Statistics from the Ministry of Housing and Urban-
Rural Development of China showed that only 7% of wastewater in the rural areas was treated. Hence the focus for
the environment protection industry would shift to the rural areas and small towns. According to the requirement
in the “Plan for Facilities Construction for Urban Wastewater Treatment and Recycling under the 12th Five-year
Plan,” ( “4 = A" 2 @44 R 12 B A % ] A 31332 3247,2)) by 2015 the urban wastewater treatment rate
would need to achieve 85% (complete treatment of wastewater for municipals, provincial capitals and targeted
cities; 85% for prefecture-level cities; 70% for county-level cities; and 30% for towns. Hence, there is tremendous
space for growth for the wastewater treatment industry in China.

After experiencing the upturns and downturns of the industry, Sound Global, with 20 years of experience, has
combined technological innovation, project implementation, equipment manufacturing, operation management
and capital management capabilities into an integrated operation. This integrated ability has empowered Sound
Global to excel in both municipal as well as industrial projects and has enabled Sound Global to carve a successful
path in the rural wastewater treatment market. This initial success will pave a way to future successes in the
main wastewater treatment industry, which lies in the rural and town areas. We will also continuously focus on
our research and development efforts. While our results in the domestic markets have been outstanding, we will
continue our efforts to become the global leader in the wastewater treatment industry.

| believe that in 2014, Sound Global will present to its shareholders very satisfactory results.

Appreciation

I would like to take this opportunity to express my gratitude to all shareholders, customers and business partners
for their continuous care and support for Sound Global. | would also like to express my heartfelt thanks to the
management team and our staff for their dedication to the Company’s long-term development.

I wish you every success in your work and a happy family in the year of the Horse.

Wen Yibo

Sound Global Ltd. Annual Report 2013
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CEQO’S OPERATIONS REVIEW

Dear Shareholders,

I am very thankful for your understanding and support towards the rapid development of the Company
all these years, | am also very pleased by the hard work of all the staff. While we embark on a new year in
2014, let us also review the past year and preview the development of the new year.

Operations Condition

For the past year, after identifying the trends and characteristics in the development of domestic and
overseas water treatment markets, the Company determined its strategic direction, business emphasis
and management focus for future development. We aimed to utilize fully our leadership position in
business planning, refine financial platforms for top management, strengthen execution and management
of projects, promote detailed planning for operation, enhance financial innovation, strengthen resource
integration throughout the business chain, reinforce our governance process, improve management skills
in all levels of staff and expand the scale of operation.

Driven by a passion for success and an undying pioneering spirit from all staff members, the Company
successfully executed all the projects for the year. In the process, Company was brought to a new level of
professionalism.

Technological Services

The water treatment industry has evolved from a commercial model in its infancy stage to an integrated
and innovation-based model. Based on current trends, technological innovation and service capabilities
would become the determining factor for the future development of the industry. In the past year, the
Company has, on one hand, undertaken industry-related and nationwide issues to raise its technical
abilities; and on the other hand, coordinated with the actual market to fulfill its demands, by utilizing our
arsenal based on 20 years of experience, to achieve technological breakthroughs.

In 2013, the Company’s R&D Centre was accredited as the “Beijing Engineering and Technical Centre” (3t 7%
% L #2 {H F ~3). The Company reported on the national-level topic of “Comprehensive Demonstration
and Study of Industrial Park Wastewater Treatment and Environment Service Model” (. ¥ & [ & 444 32
R FRNR AR 512 N\ 484 7 541 4,), and various other topics on Beijing city. These reports applied innovations
such as energy-saving MBR, shale oil wastewater treatment technology and the new-generation bio-fillers
to real industrialized settings and in the process showcased the Company’s R&D capabilities.

Market Development

With the implementation of the programme for rural wastewater treatment, more than one-third of
provinces and over 100 counties and towns are now enjoying or will enjoy the benefits of wastewater
treatment proposed by Sound Global.

The upgrading of wastewater treatment infrastructure, implementation of government policies and
consolidation of the wastewater industry has brought unprecedented opportunities for the Company. To
capitalize on these opportunities, the Company accelerated its plan to build medium to large-scale BOT
projects, source for merger and acquisition opportunities and expand the scale of the Company. As at the
end of 2013, the number of projects managed by the Company increased 21% from 105 in 2012 to 127 in 2013.
Total production value was RMB 3.1 billion, an increase of 18.4% from the previous year.



The Company has placed emphasis to achieve breakthroughs in water treatment technologies for the
energy and chemical sectors, and for water treatment in an industrial park setting. As a result, we secured
a shale oil dry distillation wastewater project (7 % b #.4% /& 44 & 32 £€) and in the process became
the nationwide leader in this area. The Company subsequently secured a coking wastewater advanced
treatment project (£.4b/E4% iR A & 32 % €), further consolidating our leading position in the coking
wastewater sector. In addition, the Company also seized opportunities in the industrial park sector and
secured wastewater treatment projects in various industrial parks.

By strengthening our efforts in the asset-light Operation and Maintenance (“O&M”) model, and setting
this sector as an important strategic emphasis of the Company, we secured a batch of O&M projects
amidst intense competition. The O&M model would become the strategy and operation mode for the
Company in the future.

| believe that the Company has the ability to compete globally in areas such as technological services,
equipment manufacturing, EPC and all areas in the investment chain. In the past year, the Company has
also stepped up its efforts to explore overseas business opportunities.

Human Capital

The Company has always insisted that human capital is our most important resource for sustainable
development. As a result, we have continually upgraded ourselves in three key areas: operation
management, professional skills and technical skills. This is part of our vision of “Talented Staff, Strong
Enterprise” and we strive to build a conducive environment to nurture talent. Over the years, we have
gradually built up a sufficient team of first-class and innovative talents, based on a sound structure, to
move and sustain the Company in it rapid development.

Development Targets

2014 will be a year of accelerated transformation for the water industry with emphasis on enhancing
service standards and integrating services. The Company will “reinforce its professional foundation,
strengthen its collaboration abilities, and enhance its international and local competitive advantage and
leadership position” to build a “Civilized Sound Global, Technological Sound Global, Green Sound Global.”
We now embark on a new phase of development for the Company.

Appreciation

On behalf of the management, | would like to express my gratitude to all my fellow colleagues from
nationwide to overseas who have fought for the rapid development of the Company in the past year.
Because of your efforts and support, Sound Global has achieved outstanding results. | would also like to

wish all shareholders and staff a prosperous, healthy and blissful year in 2014.

Zhang Jingzhi
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