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chairman’s statement

Dear shareholders,

First of all, on behalf of Sound Global Ltd, I would like to express my heartfelt gratitude to all shareholders foryour trust
and support to the Company throughout the years.

Review

During the past two years, the environmental protection industry in China entered its golden era, due to a series
of policies intensively promoted by the central government. There were improvements in the technical standards in
numerous fields: control of water pollution, control of air pollution, vibration control, treatment and disposal of solid
waste and control of noise pollution. As a result, the entire industry developed in a rapid and steady trend.

Under the Plan for Facilities Construction for Urban Wastewater Treatment and Recycling under the 12th Five-Year
Plan ( € “+ =247 2G93 4A05 42 K92 R A% $| AL 32 4]) ) promulgated by The State Council of the
People’s Republic of China, a forecasted investment fund of RMB430 billion would be required, due to the following
four major reasons: Firstly, the sewage treatment capacity under the 12th Five-Year Plan would reach 50 billion cubic
meters with a focus on provincial capitals and prefecture-level cities, with a total of 379 cities with construction
requirement projected during the period. Although the new facilities would mainly have small to medium treatment
capacities, they would maintain a trend of growing capacities. Secondly, as a result of the upgrade of sewage treatment
projects completed or under construction from level B Class I to level A Class I, many of the existing sewage treatment
plants would have to be upgraded and transformed. Thirdly, with the increase in urban population, coupled with the
increase in the number of water quality monitoring indicators from 35 to 106 items stipulated in the 12th Five-Year
Plan, there would be demand to construct new water supply plants and to increase their capacities. Fourthly, with the
development of a low carbon economy in China with focus on energy conservation and emission reduction, municipal
sewage treatment would focus on reduction of discharged pollutants, sludge treatment and water recycling would
become the new market focuses. Under the new urbanization model, although municipal sewage treatment would
still be the market focus, sub-segments of the industry such as water treatment and supply in rural areas, industrial
wastewater treatment and seawater desalination have continuously shown great potential. According to the statistics of
2012, the sewage treatment rates in cities, counties, towns and villages in China are 87%, 75%, 28% and 8% respectively,
which would mean that business opportunities of sewage treatment would mainly be in counties, towns and villages.
However, the methods used in municipal sewage collection and treatment are not applicable to the sewage problems in
rural areas, small cities and towns. As a result, there would be challenges to adapt existing techniques and management
models to the new urbanization plan.

With a proactive approach to cope with challenges, Sound Global has seized opportunities for development, built up
our internal expertise to strive for breakthrough chances, enhanced our integrated service capabilities by exploring
innovative business development models, and implemented our business strategy. As a result, we have secured a
number of sizeable projects through investments, acquisitions and rights to operations in various cities such as Beijing,
Fujian, Guizhou, Anhui, Xinjiang, Guangdong, Sichuan, Jiangsu, Shaanxi, Jilin and Liaoning. In 2014, leveraging on
its capabilities in technological innovation and through the construction of new water plants, upgrade of existing
plants, acquisition of operation rights of water treatment facilities and the expansion of municipal water supply
projects, Sound Global achieved satisfactory economies of scale in the municipal water treatment business. In the
area of industrial wastewater treatment, Sound Global’s strong technical experience and flexible business cooperation
models enabled the company to focus in depth on areas such as centralized water treatment in industrial parks, new
models adapted in the coal chemical industry, coking wastewater treatment and recycling, leather-related industrial
wastewater treatment, polyvinyl alcohol (“PVA”) wastewater treatment, and shale oil and gas, attaining encouraging
results in these fields. In rural water treatment, Sound Global demonstrated its capabilities by securing 200 projects
in various villages and towns. Moreover, in view of the great potential market of rural water treatment, Sound Global
continued to invest heavily in R&D so as to provide integrated water supply and treatment to rural areas.

In 2014, Sound Global’s new business development model achieved significant breakthroughs -- the proportion of

projects achieved through merger and acquisition rose rapidly. Through the Public-Private Partnership (“PPP”) model
that promotes strategic cooperation between the government and enterprises, Sound Global established a joint venture
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company with Chonggqing Yulong Group (& % i# 4% @) and a joint venture company with the Tongling Economic
Development Area (5474 % 42 /% %] 4t & ). By effectively integrating the PPP business model with the strategies of facility
acquisition and obtaining operation rights to third party water facilities, Sound Global enhanced its overall competitive
strength and consolidated its leading position in the industry.

Prospects

In 2015, the historically most-stringent Environment Protection Law will be implemented together with the four
Complementary Measures of New Environment Protection Law. The industry is of the view that the encompassing
measures, which will administer more stringent punishments against unlawful acts, will create greater market potential
asaresult of tightening standards of sewage treatment plants. The imminent Action Plan for Water Pollution Prevention
and Control, also known as the Ten Water Plans, is one of the significant complementary measures of the New Law.
According to forecast, the Ten Water Plans will create RMB2 trillion worth of investment demand. Due to the multiple
positive stimulations of the New Environmental Protection Law, the major environmental enterprises will accelerate
their development to match the demands of the capital market. In today’s environmental protection industry in China,
a relatively complete industrial system and an industrial cluster in its initial stage of gaining scale have started to
form. Privately-owned environmental enterprises are also getting more widely accepted and sought after by the capital
market.

The new model of urbanization is an important strategy of the nation which focuses on creating harmony among
urbanization, industrialization and ecology so as to achieve sustainable development. The National New Urbanization
Plan (2014-2020) explicitly emphasizes the acceleration of developing small and medium cities as its main thrust of
development. As a result, small towns and cities will be the major markets of wastewater treatment in the future.
However, the treatment and control of pollution in small towns and cities and in the rural areas are encountering
conflicting issues of technology and cost.

Addressing the issues of wastewater management in the rural areas and the safety of potable water, Sound Global was
the first in the nation to put forward a “Solution of an Integrated System for Water Drainage and Supply in Villages
and Towns.” The results we have witnessed in the past few years were testament to the success of the “Sound Model”
Combining the various schools of thought from the internet, Sound Global launched the concept of “Integration of
Villages and Towns, Integration of Production and Distribution as well as Integration of Water Drainage and Supply.”
At the same time we implemented the PPP model to resolve the conflict between technology and cost. We are expecting
to reap rewards for our efforts in 2015.

Global water treatment technologies are currently undergoing transformation in both depth and breadth. Future
development targets to achieve a high standard of water quality, to focus on recycling between energy and resource,
and to emphasize environmental friendliness. In the new economy, the transformation of environment management
has also expanded the scope of the environment protection industry - the evolution of the economy structure will
further enhance the scope for the environment protection industry while the innovation of the industry will create a
new environment and additional opportunities. At Sound Global, we will continuously enhance our independent R&D
capabilities and will actively promote, using the PPP model, joint ventures and cooperation in municipal, industrial
and rural water projects between state and private enterprises. We will also actively seek out rights to manage projects
and facilities. At the same time, we will focus our resources on acquiring a batch of high quality projects and expanding
our investment in and management of industrial parks and rural township projects. We will also strengthen our
investment in the water supply market, establish an effective business model and a technology roadmap. With the
advent of tributary management, we will actively participate in tributary management projects and at the same time
explore new business models.

In 2015, players from all aspects of the environmental protection industry are looking forward to the rewards, resources
and expanded market scope from the implementation of new government policies. We reap what we have sowed and in

this highly challenging and imaginative market, Sound Global will not disappoint with our harvest.

Wen Yibo
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ceo’s operations review

Dear shareholders,

I am very thankful for your understanding and solid support for the Company all these years. In the past year, the
state actively launched a series of macro-policies concerning environmental protection, i.e. enhancement of sewage
treatment standards, strengthening of regulation and sanctions governing waste discharge and third-party management
of waste discharge and active promotion of the PPP mode of cooperation between state and private enterprises. Amid
the current transformation of our economy and the age of the internet, environmental protection enterprises innovated
technically, commercially and strategically to develop competitive edges and enhance leading positions in this new
competitive landscape.

The current and future trend of competition in the water industry translates into a tussle for leadership positions,
specifically in the areas of scale, business model and market analysis.

Operations Review

For the past year, the Company strived to consolidate our foundation, enhance our synergy, improve our competitive
edges and strengthen our leadership position. On the one hand, the Company adopted the approach of business
segmentation, reformed its internal corporate structure and strengthened its training of professional competency.
On the other hand, the Company further innovated its business development model - by integrating the PPP model,
acquisitions of projects and facilities, as well as the asset-light Operation and Maintenance (“O&M”) model into the
Company’s development strategy. As a result, the Company’s competitive edges and leadership position have been
enhanced and it developed rapidly.

Driven by the passion for success and the undying pioneering spirit of all staff members, the Company successfully
executed all the projects for the year.

Technological Services

In 2014, according to the guiding principle of business segmentation, the Company developed a model of technical
support for innovation, further enhanced its advantages in integrated operations and gradually developed dedicated
technologies for municipal, industrial and rural sectors of the industry.

In the municipal sector, the Company intensified research in upgrading of existing facilities as well as in techniques and
design of water supply. In the industrial sector, the Company focused on the energy and chemical sub-sectors and the
integrated management of industrial parks. In the rural sector, the Company upgraded the SMART* technology and
achieved a breakthrough in technology to further reduce the scale of integrated supply and discharge systems.

As the Company is aware that technological innovation involves marginal improvements, it has provided comprehensive
technical services in all stages of project implementation: from market support in the initial stages, to construction support
in the intermediate stages, to operation and management support in the final stages. While on the basis of guaranteed
completion of various externally commissioned and forward-looking research, the emphasis of its research in application
technology has always been for the benefit of its development as well as the demands of the market. In this aspect, the
Company achieved its targeted results.

Market Development

The development of municipal water treatment towards mass production has enabled the industry to reap rewards
due to economy of scale. In the past year, the Company grasped opportunities to upgrade and improve existing plants
as well as to construct new plants to increase capacity for municipal sewage facilities. At the same time, the Company
intensified its efforts on the integration of equipment, the innovation of techniques and the pursuit of new investment
projects through BOT and Rehabilitate, Operate and Transfer (“ROT”). From the tremendous opportunity created by
the South-to-North Water Diversion project, the Company intensified its pursuit of projects in the area of municipal
water supply. As a result of the Company’s continuous innovation of its business model, it secured a number of quality
municipal sewage and water supply projects.
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The implementation of uniform standards in the rural water treatment industry bolstered future growth potential in
the sector. After generating the nationwide development blueprint, integration of villages and towns and integration
of water supply and sewage were implemented: research and development, market development and project
commissioning were consolidated. As a result, the speed and quality of development as well as the influence of the
Company in rural water treatment were greatly enhanced. Apart from the progress made in the provinces such as
Hunan, Jiangsu and Shandong, breakthroughs were also achieved in Guizhou, Anhui, Guangdong and Sichuan.

The development of water treatment in industrial parks enabled the Company to showcase its competitive advantages.
The innovation of service models, the provision of integrated water supply and discharge solutions inside the park
and the construction of centralised sewage and waste water treatment plants were considered by the Company as the
focus of development for water treatment in industrial parks. In view of the complicated and ever-changing nature of
water treatment investment projects in industrial parks, the Company strengthened its pursuit and servicing of major
customers and proactively sought other effective solutions and achieved significant breakthroughs employing various
business models: Engineering, Procurement and Construction (“EPC”), O&M, BOT and PPP. We have seen a steady
increase in the number of industrial park projects secured by the Company and as a result it has also enhanced our
competitive edge.

Leveraging on its ability to invent business models and its outstanding professional abilities, the Company strived to
to further augment its leading position. It increased the number of acquisition projects as well as joint-development
projects with the state through the PPP model. The Company achieved significant breakthroughs in the deployment of
the PPP business model. In the past year, the number of projects acquired through acquisitions outstripped the number
of projects from investments, further augmenting the Company’s leadership position.

Human capital

The Company holds fast the philosophy of “talents strengthen the enterprise” and consistently develops and nurtures
its human capital. The Company ensures that there is adequate manpower to fulfil the needs of the industry, that
its manpower is well-trained and its managers are well versed in integrated management. Through an effective
performance appraisal system, the Company motivates all staff to initiate creativity. This has translated into higher
productivity. Human capital is a strategic guarantee for the continuous development of the Company. Hence it pays
special attention to build up a team of talents to continuously sustain its ambition.

Development Objectives

Not only is 2015 a year to wrap up the “12th Five-Year Plan’, it is also the year for the strategic planning of the “13th Five-
Year Plan’, the first year for the implementation of “Environmental Laws”, as well as the year for initialising the “Action
Plan for Water Pollution Prevention and Control (the Ten Water Plans)”. In this new environment, the Company stands
firm on its strategy based on platforms, segmentation and integration: to establish Sound Global as a leading turnkey
water treatment company both domestically and globally; to segment the Company’s main businesses into municipal,
industrial and rural segments; riding on the foundation the Company has built from its municipal projects, to further
realise the benefit of economy of scale; to augment our leading positions in the industrial and rural wastewater
treatment segment; and to build up the Company’s global business and establish its global brand.

The Company will also stand firm on its values and further systemised its management approach in order to grasp
business opportunities from the market and from government policies to ensure rapid, sustainable and healthy growth.

Appreciation
On behalf of the management, I would like to express my gratitude to all shareholders for their guidance, support and
assistance to the Company in the past year; to other industry players and business partners for their cooperation and
support for the Company; and to all staff for their dedication to achieve development for the Company.
I sincerely wish all shareholders, staff and their families successful and healthy in the new year.

Zhang Jingzhi

* Small & Skillful, Multiple & Modular, Active & Automatic, Rapid and Technologic

AT AN 3] 2014 45 4R




B/ E

s (ARHEF L)

2010 _ 1,765,672
2011 _ 2,287,575
2012 _ 2,652,256
24 (ARHEF )

2010 536,145

2011 722,052

2012 800,387
2013 968,264
2014 1,086,293
PR A EA (AR )

2010 349,067
2011 481,208

2012 503,411

2013 578,693

2014 651,449

ANl ARAE BEA (AR L)

2010 _ 289,104
o N oo
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3,557,661 3,162,578 2,652,256 2,287,575 1,765,672
1,086,293 968,264 800,387 722,052 536,145
651,449 578,693 503,411 481,208 349,067
(147,518) (143,890) (75,902) (67,383) (59,877)
503,931 434,803 427,509 413,825 289,190
502,943 432,566 427,509 413,825 289,104
088 2,237 - - 86
503,931 434,803 427,509 413,825 289,190
35.19 33.53 33.14 32.08 22.41
34.73 32.99 32.35 3132 22.41
BEFT=A=+—H.EFR
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ARFEFAL ARBEFL ARFEFL ARETL ARFETL
(£7)) (£7))

6,985,431 6,361,755 5,025,112 3,701,937 3,501,693
3,120,686 2,603,054 1,974,449 1,254,247 848,605
10,106,117 8,964,809 6,999,561 4,956,184 4,350,298
4,377,886 2,656,408 1,843,675 2,004,145 1,356,485
1,482,248 3,161,463 2,438,153 587,370 1,057,558
5,860,134 5,817,871 4,281,828 2,651,515 2,414,043
4,245,983 3,146,938 2,717,733 2,304,669 1,936,255
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& F 9,557,400" - - 9,557,400 0.63
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MRy B R 8 3RHe (BA) A RN S AR BB AR Rk (FHRIAZFWHHR
Z AR RAE, FERR) M T RN 2280,373,831 % AR LAY K 264,797,507
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