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CHAIRMAN'S STATEMENT

Dear shareholders,

First of all, | would like to express my heartfelt gratitude to all shareholders for your care and support for
Sound Global Ltd. throughout the years.

Review

In 2002, the Ministry of Construction advocated market-oriented reforms in the public utilities sector
that marked a new era of change in the water industry of China. After a decade of these reforms, the
market, social and capital environment for the water industry has evolved. This was especially significant
in 2010 during which energy saving and environmental protection were prioritized by the State Council
among the top seven emerging industries. In 2012, the 18th National Congress of the Communist Party
of China again addressed the issue of “ecological civilization” and targeted to further promote the vision
strategically. The Chinese leadership recognised that ecological civilization is vital to the long-term plan
that would usher a healthy and prosperous future for all Chinese people. In face of the difficult situation
of limited resources, deteriorating environment, and unbalanced ecosystem, the plan to attain ecological
civilization must be highly prioritized and incorporated into all aspects of economy, politics, culture, and
social construction so as to accentuate our respect, accommodation and protection of nature.

Since its foray into the environmental protection sector in China’s suburban-rural areas in 2011,
Sound Global has repeatedly won bids for township sewage treatment projects, such as projects in
Changsha, Fushun, Jiangyan and Siyang. These projects were won due to Sound Global’s strengths
in its self-developed technology of “integrated device and industrialization of wastewater treatment in
suburban-rural areas” and its strategy of fully leveraging on its advantages in terms of technology, capital,
management and industrial chain. The construction of these projects would greatly facilitate the reduction
of COD discharge in the service areas, and largely enhance the development of wastewater treatment
in the suburban-rural areas. In addition, the technology of “integrated device and industrialization of
wastewater treatment in suburban-rural areas” was included in the 2012 Torch Plan(2012 4 & X JE =t %)
by the Ministry of Science and Technology of China.

In the next decade, suburban rural areas will become the main targets of the wastewater treatment
industry. Capitalizing on its technical advantages in integrated wastewater treatment, as well as its
comprehensive knowledge of the whole industry chain, including capital, project implementation,
equipment, and operation, Sound Global will be able to formulate an economically feasible solution for
environmental protection in the suburban-rural areas of China. With various counties or cities across
provinces in China as its basis, Sound Global will undertake additional projects by deploying those
technologies and models. Ultimately Sound Global aims to capture 15 to 20 percent of market share in
the suburban rural areas of China.

The environmental services industry ushered in a breakthrough for the environment protection industry
by bringing in numerous opportunities for upgrading and transformation. With increasing demands for
environmental protection services, specialized and integrated operation will be an inevitable approach for
the development of the water industry. With foresight, Sound Global has achieved parallel development
in many fields, including municipal wastewater and industrial wastewater treatment, as well as pipe
network construction. Following the commissioned projects in Hainan, Sound Global has continued
to explore the market this year in numerous areas namely Shaanxi, Inner Mongolia, Hainan, and
innovated studiously in management models of wastewater treatment, pipe network, pumping stations
and industrial sewage treatment. All these efforts have brought positive impacts to the execution of the
State’s policies and industry development.
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Prospects

Drawing inspiration from the phrase “hot and trendy”, the 18th National Congress proposed the concept
of “Building Beautiful China” as the new blueprint for future development. During the 18th National
Congress, the issue of “ecological civilization” was mentioned for the first time, while the report of
the Congress proposed for the first time the ideas of “developing greenery, encouraging recycling and
promoting low carbon discharge”. Strong emphasis on environmental protection, recycling of resources,
energy-saving and emission-reduction has been shown by all ranks of the authority from the Central
Government to the Ministry of Environmental Protection, which demonstrated China’s unprecedented
regard for environmental protection during an era of economic transformation.

Currently, China is suffering from serious water shortage and water pollution and its water environment is
in a poor condition. The “Plan for Facilities Construction for Urban Wastewater Treatment and Recycling”
under the 12th Five-Year Plan(" + =% | ¥ B 3R44:5 KR IE & F 4 F| F 2RxseE 2% 4. 2)) issued by the
State Council provided explicit guidelines for the rapid development of the water treatment industry.
The plan stipulated a planned investment amount of nearly RMB430 billion in the construction of
facilities for the urban wastewater treatment and recycling during the 12th Five-Year Plan period, and an
investment amount of RMB104 billion in increasing urban wastewater treatment capacity. The plan also
targeted an additional sewage treatment capacity of 45.7 million cubic meters per day, in which share
of the capacity among municipalities, counties and towns are respectively 26.1 million cubic meters per
day, 10.1 million cubic meters per day, and 9.6 million cubic meters per day. The rate of urban wastewater
treatment would increase to 85.0% from 775% in 2010. During the 12th Five-Year Plan period, the
total upgraded urban wastewater treatment capacity across the planned areas nationwide would be
26.1 million cubic meters per day, while the aggregate amount of investment would be RMB13.7 billion.

With sewage treatment being highlighted during the “12th Five-Year” period, the water treatment industry
woud also maintain a momentum for sustainable and rapid growth. Moreover, as the water treatment
industry would be less vulnerable to economic cycles, it would be able to maintian steady growth
during economic downturns. As such, in the first three quarters of 2012, the overall net profit of the
environmental protection sector recorded period-to-period rise of 18.0%.

With supportive policies being launched continuously, the environmental protection industry would
be able to make great progress in the next five years. It would also be a critical time to showcase that
enterprises have the ability to formulate appropriate strategies and tackle challenges. The water treatment
industry is entering into an era of segmental development and Sound Global would focus on the
development of urban sewage treatment, upgrading of existing projects and environment services.

| believe that Sound Global will present satisfactory results to its shareholders in 2013.

Appreciation

I hereby would like to express my gratitude to all shareholders, customers and business partners for the
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. | wish

you every success in your work and a happy family in 2013.

Wen Yibo
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CEO'S OPERATIONS REVIEW

Dear shareholders,

| am sincerely thankful to all the staff and shareholders of Sound Global for your invaluable support
over the year. At the very beginning of the year 2013, | am honored to present to you the results we have
achieved in the past year and our development plan for the coming year.

Operations Condition

During 2012, by adhering to the long-term development strategy and the annual operation objectives,
the Company sped up its expansion and formulated its strategy. At the same time, Sound Global
consolidated and developed the foundation for the municipal water treatment market, strengthen
its business in the suburban-rural areas and environmental protection services. The Company also
penetrated its coverage in various international countries, lifting itself to a new level of development in
terms of professionalism, sustainability, scale expansion and internationalization.

As at the end of 2012, the number of projects managed by the Company increased from 92 in 2011 to
105 in 2012, representing an increase of 14.1% as compared with last year; aggregate production value
was RMB2.7 billion, an increase of 15.9% as compared with last year.

Technological R&D

Sound Global boasts of the industry’s largest technological Research and Development (R&D) centre
and has a team of over 100 R&D personnel. This elite team consists of professionals with abundant
engineering experience and outstanding expertise, as well as energetic and creative young talents.
Upholding an unwavering spirit to protect the environment, this team constantly assures that Sound
Global always remains the leader in the industry in terms of technology. To date, our Company has
completed 47 technological R&D topics, 9 of which started in 2012. In addition to its 61 patents, the
Company obtained another 6 invention patents and 12 utility model patents in 2012. In 2012, the
Company was awarded water treatment technology research project under the “Twelfth Five-Year Plan”
of the State and a total of 4 externally financed programmes, including the research projects from the
Beijing Municipal Science and Technology Commission. With this progress, Sound Global will gradually
become the leader in R&D in the sphere of water treatment within the country.

Marketing Nationwide

Sound Global has established various sales offices across the nation, covering all major provinces in
China, an overseas office in Singapore specializing in developing international trade, and a branch office
in Saudi Arabia exploring the markets in Saudi Arabia and the Middle East. Sound Global has actively
participated in local and overseas conferences and exhibitions, indentified new projects through local
partners, promoted the sale of equipments through sales agent, established long-term local cooperation
relationship, and conducted extensive research to understand the local market environments and the
needs of customers from different markets. The excellent execution capabilities of our team and the
good reputation of the Company helped to secure additional projects: Sound Global won the bid for the
500,000 ton-per-day water supply project for the No. 6 water treatment plant in Changchun and secured
an equipment procurement and installation contract in respect of SWTP-9 the fourth processing line
from the owner of MARAFIQ in Saudi Arabia. By bidding for various projects in different countries such
as Philippines, India, Indonesia, Sri Lanka, the Company was able to effectively execute its development
layout in the international water market as well as mark its foothold in the environmental protection
segment in the suburban-rural areas of China. The SMART technology deployed in the Changsha
county project established a new operation model for wastewater treatment in the suburban-rural areas.
Additional projects in Fushun Jiangyan and Siyang were also obtained.
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Human Resources

Management and technical talents are critical elements in the success of an enterprise or society. As
such, Sound Global has assembled a team of management, technical and professional talents. In 2012,
more than 20 personnel who have overseas work experience and/or education have joined Sound
Global. These talents have taken up positions in project management, technological R&D, engineering
design and international business development.

Sound Global has traditionally attached great importance to the development and nurture of talents, and
hence, has established a system for talent development and management as well as internal training.
At the same time, Sound Global has collaborated with prestigious educational institutions to nurture
master’s degree students and talents with post-doctorate credentials. The Company conducted more
than 35 internal and external trainings in the past year, with participants from the various divisions of
marketing, R&D, design, project management, operation management, procurement, finance, securities,
and human resources management. This talent nurturing mechanism, which integrates internal and
external training, has continuously improved the overall quality of the staff of Sound Global, and has
expanded and strengthened the team of key personnel, paving a solid foundation to provide first-class
human capital for the future growth and expansion of Sound Global.

Development Objective

For the coming 2013, following the vision of “Building Beautiful China”, Sound Global will facilitate the
progress of projects in major cities and undertake the pilot project of recycling industrial sewage water.
The Company will explore existing capital markets for the development of integrated environmental
protection services in industrial areas. Building on new technologies and consolidating innovative
business models, Sound Global will improve practices in municipal water treatment and expand its
market share in the segment of upgrading of potable water plants. All these efforts will boost the
Company'’s scale of production as well as bolster growth of production volumes.

The coming five to ten years will be a period filled with strategic opportunities for the development of
Sound Global. In the next five years, we aim to shape Sound Global into an enterprise known for its
high esteem, superior quality and advanced technology, as well as having an excellent reputation in the
capital markets. In the next ten years, we aim to have Sound Global ranked among the top ten water
enterprises in the world.

Appreciation

I hereby would like to express my gratitude to all local and overseas staff that had devoted invaluable
contribution to the development of Sound Global. It was due to their efforts and support that have
enabled Sound Global to achieve the results today. In the coming year, the Company will strive for
continual development and innovation, so as to achieve returns for all our shareholders, customers, staff
and partners. Let's build a world-class water environment enterprise!

Wang Kai
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