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Summary 

Company Name: Sound Global Ltd. 

Ticker: 967 HK 

Current Price: HKD 8.49 

Price Target: HKD 2.82 

Recommendation: Strong Sell 

Sound Global is involved in numerous undisclosed fraudulent related party transactions that serve the dual purposes of  

enriching the company’s Chairman/Founder Wen Yibo and artificially inflating revenues 

While Sound Global does own real assets, its claimed profitability is entirely fake 

 The company reports profitability that is much higher than peers while its earnings are not backed by any cash flow 

The company employs a Ponzi based on building wastewater treatment plants for purported third parties at inflated prices  

and then purchasing those same projects back at a premium 

 This is further enabled by the company’s aggressive accounting for its own BOT projects through use of an artificially  

low discount rate in order to inflate the present value of a portfolio of concession assets that would otherwise not meet  

its cost of capital 

Sound Global has all the hallmarks of a financial fraud, including but not limited to: frequent management turnover, a  

backdoor listing onto the Hong Kong Stock Exchange and documented stock manipulation 

Shareholders who choose not to heed the recommendation to sell stock are strongly advised to vote against the planned  

transaction between Sound Global and Sound Environmental Resources as it not only allows for Chairman/Founder Wen  

Yibo to further cash out but also destroys long-term shareholder value 
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1. Company Introduction 









Full Name: Sound Global Ltd. (桑德国际） 

Country of Domicile: Singapore 

Ticker: 967 HK 

Exchange: Hong Kong Stock Exchange 









Sound Global provides wastewater treatment turnkey solutions for municipal, industrial and rural projects primarily in  

China 

Sound Global engages in four business segments: engineering, procurement, and construction (EPC), build-operate- 

transfer (BOT), operation & management (O&M), and equipment manufacturing.  

Construction of EPC and BOT projects in China are the primary businesses of the company, accounting for over 90% of  

revenue 

Sound Global is controlled by its Chairman and Founder, Wen Yibo, who currently owns 52% of shares outstanding 
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a. Financial Overview 

Sound Global Limited Historical Street Consensus 

967 HK cny millions 

Revenue 

growth 

2009 

1,293 

26.2% 

1,040 

15.5% 

376 

2010 

1,766 

36.6% 

1,802 

73.2% 

536 

2011 

2,288 

29.6% 

2,632 

46.1% 

722 

2012 2013 

3,140 

18.4% 

4,903 

33.9% 

958 

LTM 

3,300 

10.9% 

5,389 

20.3% 

1,015 

30.7% 

854 

2014E 2015E 

4,784 

23.6% 

2016E 

Share Price (HKD) 

52 Week High (HKD) 

52 Week Low (HKD) 

Shares Oustanding  (mm) 

$8.49 

$9.47 

2,652 

15.9% 

3,661 

39.1% 

800 

3,869 5,601 

23.2% 17.1% 

$4.34 Total Receivables 

growth 1,467.3 

Gross Profit 

margin 

1,223 

31.6% 

1,034 

26.7% 

563 

1,542 

32.2% 

1,288 

26.9% 

766 

1,817 

32.4% 

1,529 

27.3% 

979 

Market Cap (HKD mm) 

Cash (HKD mm) 

12,457.4 

(4,688.7) 

4,426.9 

5.5 

29.1% 

321 

30.4% 

400 

31.6% 

605 

30.2% 

693 

30.5% 

868 EBITDA 

Debt (HKD mm) margin 24.8% 

283 

22.7% 

289 

26.4% 

414 

26.1% 

428 

27.6% 

425 

25.9% 

491 Preferred & Other (HKD mm) 

Enterprise  Value (HKD mm) 

Float (mm) 

Net Income 

margin 12,201.1 

555.0 

4.2 

21.9% 

$0.22 

16.4% 

$0.22 

18.1% 

$0.32 

16.1% 

$0.33 

13.5% 

$0.33 

14.9% 

$0.37 

14.6% 

$0.39 

16.0% 

$0.50 

17.5% 

$0.67 EPS (HKD) 

3 Month ADTV(mm) 

3 Month ATDV(USD mm) 

Short Interest  (%) 

4.6 EV/EBITDA 

P/E 

4.8 

7.6 

6.0 

9.0 

5.9 11.9 

21.0 

9.8 7.8 6.6 

7% 10.4 18.3 13.4 10.5 
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b. Revenue Split 





92% of Sound Global’s revenue and 87% of gross profit is from EPC construction projects, resulting in an EPC segment  

gross profit margin of 29% 

EPC revenue is recognized based on percentage of completion and BOT revenue is based on concession accounting 

Despite frequent company press releases announcing Sound Global’s BOT project wins, its EPC division is still the primary revenue driver,contributing 92% 

of the company’s total revenue and 87% of the company’s total gross profit 

Source: Sound Global 2013 
Annual Report 

Source: Sound Global 2013 
Annual Report 

Sound Global 2013Gross Margin 

Construction 

O&M 

Equipment Manufacturing 

29% 

61% 

15% 
7 
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c. Company History 







In September 2006, the company originally IPOed on the Singapore Stock Exchange under the name Epure International  

In March 2010, the company rebranded itself “Sound Global” 

In April 2010, the International Finance Corporation (IFC) provided USD 70mm in project financing to Sound Global  

and received an equity stake, the IFC currently owns 6% of share outstanding 





In May 2010, Sound Global began the process of dual-listing on the Hong Kong Stock Exchange 

In September 2010, after several delays and postponements due to a lack of investor interest, Sound Global was dual- 

listed by introduction in Hong Kong 





In January 2014, Sound Global de-listed from the Singapore Stock Exchange 

Founder, Chairman, and controlling shareholder Wen Yibo currently owns 52% of shares outstanding 
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2. Sound Global Reports Above Market Sales 

and Margins 

Sound Global reports margins and sales performance that are inconsistent with peers 

 Sound Global reports a 29% gross margin for its EPC segment while both Chinese and global peers report an  

average 14% gross margin for this segment 

 Sound Global claims steady and consistent construction revenue growth over the past 4 years while Chinese peers  

reported construction revenue declines in 2010, 2011 and 2013 driven by declining demand from industrial and  

municipal customers 

 The municipal market already reached a high saturation level as wastewater treatment rates already passed 90% 

 The industrial market was heavily impacted by a weakening overall economy as well as overcapacity  

 In this type of poor business environment of decreasing profitability, wastewater treatment spending is typically  

among the first items to be cut out of company budgets 

Sound Global artificially inflates margins through a concession accounting Ponzi (Section 4) and fraudulent related party  

EPC contracts (Section 7) 
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a. Global Peer Gross Margins 

Sound Global reports gross margins for its construction segment (EPC) that are more than twice as high as Chinese and global peers 

12/17/2014 FY2013 

EPC Segment 

Gross Margin 

O&M Segment 

Gross Margin Ticker Company Country Share Price   Market Cap (usd mm) 

International  Peers 

VIE FP EQUITY VEOLIA ENVIRONNE 

SIIC ENVIRONMENT 

UNITED ENVIROTEC 

FR 

SI 

14.4 

0.142 

1.605 

10,030 

1,036 

1,176 

15% 

8% 

61% 

63% 

60% 

61% 

SIIC SP EQUITY 

UENV SP EQUITY 

International  Average 

China Peers 

SI 15% 

13% 

371 HK EQUITY 

257 HK EQUITY 

6136 HK EQUITY 

600008 CH EQUITY 

China Average 

BJ ENT WATER 

CHINA EVERBR INT 

KANGDA ENV 

HK 

HK 

CH 

CH 

5.27 

11.42 

3.44 

5,920 

6,605 

917 

11% 

14% 

19% 

18% 

16% 

68% 

66% 

63% 

59% 

64% 

BEIJING CAP CO‐A 10.98 3,902 

Overall Average 

Sound Global 

14% 

29% 

63% 

61% 

10 



  

 

11 

b. Exhibit 1: Saudi Arabia Project 
Reveals True EPC Margins 





Sound Global’s main international operations consist of an EPC contract worth a total of RMB 620 million to construct a  

water treatment plant in Saudi Arabia 

Financials for this one honest third party project show that it made a negative gross profit in 2013 and a gross margin of  

only 14.6% in 2012 and has total accumulated losses of RMB 51.8 million since inception 

 Sound Global’s only other international project is an EPC contract announced in May 2011 worth a total of RMB 300  

million to construct a water treatment plant in Bangladesh, this project has still not been completed to date 

 Based on Sound Global’s disclosed company tree, its Singaporean subsidiary Epure International Engineering is wholly  

responsible for the Saudi Arabian project 

Source: Sound Global 2013 
Annual Report Source: https://www.psi.gov.sg/NASApp/tmf/TMFServlet?app=RCB-BIZFILE-LOGIN-1B 



  

 

b. Exhibit 1: Saudi Arabia Project 
Reveals True EPC Margins (Cont.) 

 Financials for Epure International Engineering show that Sound Global’s Saudi Arabian EPC project made a negative gross  

profit in 2013 and had a gross margin of 14.6% in 2012, far less than the claimed 29% gross margins for its EPC division 

 Sound Global’s Saudi Arabian operations had net losses for both 2013 and 2012 

 As of 31 December 2013, total accumulated losses for the Saudi Arabian operations have increased to RMB 51.8 million 

Source: Epure International Engineering Pte. Ltd. 
(Singapore) 2013 Annual Report 
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c. Inferior Revenue Mix 

• 
• 

The majority of Sound Global’s revenue is construction revenue (EPC division), which is the lowest margin segment 

Companies that have a higher percentage of concession revenue (O&M division), which is the highest margin segment,  

should have a higher blended gross margin 

• If Sound Global reported accurate EPC margins that were in-line with competitors, it would achieve a blended 17%  

gross margin 

Relative to competitors, Sound Global has the lowest percentage of revenue from O&M (recurring revenue) 

O&M is the highest margin segment (average 63% gross profit margin) 
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d. Comparison of Revenue Mix and 
Profitability by Segment 

• 

• 

• 

Singapore listed competitor SIIC Environment derives 56% of revenue from its O&M segment and 40% of revenue  

from its EPC segment 

SIIC Environment reports a 63% gross margin on its O&M segment and an 8% gross margin on its EPC segment,  

resulting in a blended gross margin of 37% 

Sound Global derives 92% of revenue from its EPC segment and only 8% of revenue from its O&M segment, yet claims  

a blended gross margin of 30% 

Relative to competitors, construction revenue comprises the majority of Sound Global’s revenue 

14 
Source: SIIC Environment 
Investor Presentation 



  

 

d. Comparison Revenue Mix and 
Profitability by Segment (Cont.) 

• 

• 

For number one player in the wastewater treatment space Beijing Enterprises Water Group, its O&M segment (Water  

treatment services) is the highest margin business segment, comprising only 39% of revenue but contributing 60% of  

gross profit 

Its EPC segment (Construction services) is the lowest margin business segment, comprising 59% of revenue but  

contributing only 36% of gross profit 

Source: Beijing Enterprises 
Water 2013 Annual Report 

Source: Beijing Enterprises 
Water 2013 Annual Report 
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e. Above Market Revenue Growth 

• 

• 

Sound Global reports construction revenue growth from 2010-2013 that is inconsistent with that of industry leader  

Beijing Enterprises Water Group as well as other top players Beijing Capital and Everbright International  

Industrywide wastewater treatment related construction revenue declines have been driven by declining demand from  

industrial and municipal customers as the municipal market attained wastewater treatment rates above 90% and the  

industrial market was heavily impacted by a weakening overall economy as well as overcapacity  

• In this type of poor business environment of decreasing profitability, wastewater treatment spending is typically among  

the first items to be cut out of company budgets 

In 2010 and 2011, Beijing Enterprises Water Group, Everbright International and Beijing Capital all reported yoy wastewater treatment construction revenue declines. 

In contrast, Sound Global reported yoy BOT construction revenue growth of 39% in 2010 and 35% in 2011 

Construction Revenue Growth 
150% 

100% 

50% 

0% 

2010 2011 2012 2013 
‐50% 

‐100% 

Sound Global Beijing Enterprises Water Group 

Beijing Capital Everbright International 
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f. Calls with Competitors Confirm 
Discrepancies 

Sound Global claims a dominant market share in rural wastewater treatment projects. If this segment of the market is so lucra tive, why have competitors not entered as well? 

Company Description Contact Key Points 

United 

Envirotech 

Singapore listed competitor 

involved in wastewater EPC and 

BOT projects in China 

Investor 

Relations 

• They are able to achieve 15% gross margin on construction 

segment because they do the entire EPC process in-house 

ChinaWater 

Investment 

Co. 

China Ministry ofWater Resources      Senior Manager 

affiliated entity involved in water 

project investments 

• 

• 

Municipal wastewater treatment rates have already passed 90% 

in 2014 

Smaller cities and rural townships are very risky for BOT 

projects because of poor financial situation of local governments 

and their inability to pay on time 

Beijing 

Enterprises 

Water 

Hong Kong listed competitor and 

number one player in the 

wastewater treatment sector in 

China 

Senior Project 

Manager 

• 

• 

Since 2010, the number of new wastewater treatment projects 

has been decreasing each year 

They bid very aggressively for any new projects, in some cases 

willing to bid construction segment of a project at zero margin Group 

Beijing 

Capital Co. 

Shanghai listed competitor 

involved in wastewater EPC and 

BOT projects in China 

Senior 

Engineering 

Manager 

• There is almost no technological differentiation as all the 

domestic players in the industry possess similar technology 

Foreign competitors have the best technology • 

• Easen 

International 

Environmental and infrastructure 

investment consultancy in China 

Founder Construction of rural wastewater treatment projects have the 

lowest gross margin, typically less than 10% 

Veolia Number one international player in • 

• 

They stopped bidding for most wastewater treatment projects in 

China a few years ago because price competition has become too 

extreme 

They now only do projects which require a very high level of 

technical expertise that domestic players are unable to achieve 

the wastewater treatment sector 

globally 

Senior Project 

Manager 
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3. Sound Global Checks the Box of a 
Financial Fraud 

Poor earnings quality 

Earnings with no cash flow 

Total receivables growing faster than revenue 

Unbilled receivables growing faster than total receivables 

Massive and increasing debt load 

Reported high cash balance yet has increased borrowing by 84% per year 

18 



  

 

a. Poor Earnings Quality 

• 

• 

• 

Despite reporting positive net income over the past 5 years, Sound Global has not made positive operating cash flow  

since 2009 

Sound Global’s business should be generating operating cash flow, but instead, the company’s reported yearly increase in  

cash has all come from taking on additional debt each year 

This does not make sense because: 

 Construction projects take anywhere from 1 to 1.5 years to complete, while costs are typically paid in 3  

installments, one before construction starts, one halfway through and the remainder upon completion 

 There should be no construction related receivables past project completion date 

 Concessions are like toll roads, a cash flow generative business that collects recurring tariff payments based on the  

total volume of wastewater treated 

cny millions 2009 

283 

2010 

289 

2011 

414 

(322) 

247 

123 

47 

2012 

428 

2013 

425 

1H14 

240 

(200) 

28 

Net Income 

Cash From Operating Activites 

Cash From Investing Activites 

Cash From Financing Activites 

Net Change in Cash 

382 (239) 

(245) 

1,274 

790 

(207) 

(29) 

(126) 

(161) 

909 

294 

(211) 

465 

1,073 

837 

392 

220 622 

Source: Sound Global Annual 
Reports 
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b. Large Increase in Trade Accounts 
Receivable and Unbilled Receivables 

• Over the past 4 years, Sound Global has had a 272% increase in trade accounts receivable while revenue has grown by  

only 155% 

 Accounts receivable days have increased to 147 days 

 Sound Global accounts for construction revenue based on percentage of completion 

 The company’s construction projects typically take anywhere from 12 – 18 months to complete 

 This buildup in trade accounts receivable shows that company is likely having difficulty collecting payment from  

construction project clients 

Its provisions for doubtful accounts have barely changed since 2009 

 Provisions for doubtful accounts have declined to only 3.1% of trade and other receivables 

Unbilled receivables (amounts due from customers for contract work) have grown by 441% since 2009 

• 

• 
 This shows that the company is likely accelerating revenue recognition before projects are actually completed and  

employing aggressive percentage of completion accounting 

cny millions 

Trade and other receivables 

growth 

Accounts receivable days 

Allowance for doubtful debts 

growth 

as a % of trade and other receivables 

Amounts due from customers for contract work 

growth 

2009 

422 

2010 

809 

91.7% 

108 

2011 

1,120 

38.5% 

128 

2012 

1,433 

27.9% 

151 

2013 

1,569 

9.5% 

147 118 

(48) (48) (48) (51) (49) 

0.0% 

5.9% 

328 

0.0% 

4.3% 

428 

6.3% 

3.6% 

584 

‐3.9% 

3.1% 

1,097 

87.6% 

11.4% 

203 

61.7% 30.4% 36.7% 
20 

Source: Sound Global Annual 
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c. Insufficient Impairment Provisions 







Sound Global’s policy is to extend credit terms of 90 days for customers 

RMB 410mm of trade accounts receivable are past due, of which RMB 347mm are more than 1 year past due 

There has been no impairment provision for these any of these past due trade accounts receivable 

Trade accounts receivable balance continues to grow, while the quality continues to 

deteriorate 

Despite a clear policy of 90 days of credit, past due trade accounts receivable balance continues to 

grow with no impairment provision made 

Source: Sound Global 2013 
Annual Report 

Allowances for doubtful debts have barely increased 

Source: Sound Global 2013 
Annual Report 

Source: Sound Global 2013 
Annual Report 
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d. Total Receivables Growth Outpacing 

Revenue Growth 







Total receivables now  

represent 163% of  

revenue 

Reported Income Statement 

cny millions 

2008 

1,025 

47% 

2009 

1,293 

26.2% 

376 

2010 

1,766 

36.5% 

536 

2011 

2,288 

29.6% 

722 

2012 

2,652 

15.9% 

800 

2013 

3,140 

18.4% 

958 

LTM 

3,300 

10.9% 

1,015 

30.7% 

641 

Revenue 

growth 

Gross Profit 

margin 

334 
Over the past 4 years, total  

receivables have grown nearly  

twice as fast revenue  

32.6% 

232 

29.0% 

293 

30.4% 

349 

31.6% 

481 

30.2% 

503 

30.5% 

566 EBT 

Income Tax 

Effective Tax Rate 

Net Income 

margin 

(28) (10) (60) (67) (76) (141) 

24.9% 

425 

(150) 

23.4% 

491 

12.2% 

204 

3.5% 

283 

17.2% 

289 

14.0% 

414 

15.1% 

428 

19.9% 21.9% 16.4% 18.1% 16.1% 13.5% 14.9% 

In addition to trade accounts  

receivable and unbilled  
2008 

(25) 

257 

2009 

(14) 

307 

2010 

(37) 

386 

2011 

(108) 

589 

2012 

(174) 

677 

2013 

(285) 

851 

LTM 

(288) 

929 

Finance Costs 

EBIT receivables, Sound Global also  

recognizes the present value of  

expected future concession  

tariff payments as revenue in  

the form of “service  

margin 25.1% 23.7% 21.9% 25.8% 25.5% 27.1% 28.1% 

Reported Balance Sheet 

cny millions 

2008 

1937.8 

357.7 

2009 

1,941 

611 

2010 

3,502 

849 

2011 

3,702 

1,254 

4,956 

2012 

5,008 

1,831 

6,839 

2013 

6,338 

2,460 

8,798 

1H2014 

6,798 

2,697 

9,495 

Current Assets 

Non‐Current Assets 

Total Assets 2,296 2,553 4,351 
concession receivables” 

2008 

153 

2009 

416 

171.7% 

422 

‐18.1% 

203 

‐12.8% 

1,040 

80% 

2010 

665 

60.0% 

809 

91.7% 

328 

61.7% 

1,802 

102% 

73.2% 

2011 

1,084 

63.0% 

1,120 

38.5% 

428 

30.4% 

2,632 

115% 

46.1% 

2012 

1,643 

51.7% 

1,433 

27.9% 

584 

36.7% 

3,661 

138% 

39.1% 

2013 

2,237 

36.1% 

1,569 

9.5% 

1,097 

87.6% 

4,903 

156% 

33.9% 

1H2014 

2,461 

38.7% 

1,785 

10.1% 

1,143 

5.6% 

5,389 

163% 

20.3% 

Service Concession Receivables  

growth 

Trade and other receivables  

growth 

Amounts due from customers for contract work 

growth 

Total Receivables 

as % of revenue 

growth 

515 

233 

901 

88% 

15.5% 

Source: Sound Global Annual 
Reports 
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e. Increasing Debt Load 

• 
• 

Due to a lack of free cash flow, Sound Global’s total debt has increased by 84% per year since 2009 

The company’s total debt to ebitda ratio has more than quintupled over this period 

cny millions 2009 

179 

48 

2010 

430 

241 

785 

0 

2011 

312 

540 

818 

0 

2012 

466 

889 

558 

923 

2,834 

70% 

693 

4.1 

2013 

764 

LTM 

1,020 

1,615 

0 

09 ‐ YTD CAGR 

47% Short Term Bank Debt 

Long Term Bank Debt 

Convertible Notes 

Senior Notes 

Total Debt 

1,518 

573 

118% 

0 

0 899 908 

3,543 

24% 

854 

4.2 

227 1,456 

541% 

400 

3.6 

1,670 

15% 

605 

2.8 

3,753 

32% 

868 

84% 

growth 

EBITDA 321 

0.7 

0.1 

Debt / EBITDA 

Debt / Equity 

4.3 

0.8 0.7 1.1 1.2 1.2 

Source: Sound Global Annual 
Reports 
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4. Sound Global Checks the Box of 
Fraudulent Management 

  Fact pattern around management actions is similar to that of fraudulent companies 

  Frequent management turnover 

  Numerous undisclosed lawsuits 



  
 

 

a. Frequent Management Turnover 

















December 2010: Executive Director “Yan Xiaolei” resigned, “Wang Kai” appointed Executive Director 

January 2011: CFO and Joint Company Secretary “Choo Beng Lor” resigned 

June 2011: “Yu Man To Gerald” appointed CFO and Joint Company Secretary 

February 2011: CEO and Executive officer “Li Li” resigned, “Wang Kai” appointed CEO 

October 2011: Executive Offer “Zhao Baolin” resigned 

August 2012: Executive Officer “Zhou Hao” resigned 

February 2013: CFO and Joint Company Secretary “Yu Man To Gerald” resigned 

March 2013: “Wang Kai” appointed CFO, “Zhang Jingzhi” appointed CEO and Executive Director 

Source: Sound Global Annual 
Reports 

25 



  

 

b. Numerous Run-ins with the Law 





The Securities and Futures Comission of Hong Kong criticized Chairman/FounderWen Yibo for violating the Takeovers Code by 

buying Sound Global shares within six months after the company ’s delisting from Singapore 

 Sound Global’s stock price more than doubled initially after delisting and then subsequently dropped more than  
30% at which point Wen Yibo bought 5.6MM shares in order to prop up the stock price 

There are numerous undisclosed litigation cases in China against the company claiming unpaid bills and financial difficulty 

Chairman/Founder Wen Yibo purchased shares between 28 March 2014 and 9 May 2014 

Source: 
Bloomberg 

Source: 
http://www.sfc.hk/edistributionWeb/gateway/EN/news-and-announcements/news/doc?refNo=14PR140 
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5. Sound Global Manipulates the Value of its 

Concession Portfolio to Frontload EPC Profits 

 Sound Global employs aggressive concession accounting by using a low discount rate in order to inflate EPC revenue 

 Starting in 2010, Sound Global decreased the discount rate used to discount its future concession tariff payments by  

more than 50% 

 This allows Sound Global to increase the present the value of its future concession tariff payments 

 By capitalizing its concession construction costs, Sound Global is able to double count by recognizing expenses from  

one subsidiary as revenue for another subsidiary 

 By doing this, Sound Global is able to artificially inflate both EPC revenue and margins 

27 



  

 

a. Changing Discount Rate 
Assumptions 





Under IFRS, Sound Global recognizes the present value of expected future concession tariff payments as revenue in the  

form of “service concession receivables” 

Since a concession is like a bond with period coupon payments (expected stream of future concession tariff payments)  

and no principal (concession is transferred back to government at the end of concession period at no cost), it is treated  
similar to an interest-bearing asset by applying yearly taxable imputed interest 

 Although Sound Global stopped disclosing its discount rate in 2011, it is possible to calculate the implied discount rate  

based on the company’s disclosed “imputed interest on service concession receivables” 





Sound Global used discount rates of 2.4%, 3.0%, and 4.1% in 2011, 2012 and 2013, respectively* 

The company’s average cost of debt was 7.7%, 8.7%, and 7.9% in 2011, 2012 and 2013, respectively  

Reported Balance Sheet 

cny millions 

Balance as of 31‐Dec‐10 31‐Dec‐11 31‐Dec‐12 31‐Dec‐13 

Service Concession Receivables 665 1,084 1,643 2,237 

2011 

874 

21.4 

2.4% 

7.7% 

2012 

1,364 

41.1 

3.0% 

8.7% 

2013 

1,940 

78.8 

4.1% 

7.9% 

Average Service Concession Receivables 

Imputed interest income on service concession receivables 

Implied discount rate 

Average cost of debt 

Interest Rate on Bonds issued in 2012: 11.875% 

Source: Sound Global Annual 
Reports 

28 * For More Information  Please See Appendix  Pages 63-65 



  

 

b. Capitalized Construction Costs are 
Recognized as Revenue 









Sound Global’s concession contracts typically last 25 to 30 years and the company is guaranteed a minimum tariff  

payment per year 

The carrying value of these “service concession receivables” assets on its balance sheet is equal to the lesser of cost or  

present value of expected future concession tariff payments* 

For each project, a subsidiary of Sound Global within its concession division (O&M) hires Sound Global ’s EPC division to  

build the concession 

Under IFRS, the company then books sales from its own EPC division to its own concession division as revenue  

 In order to implement this, Sound Global employs an elaborate company structure with numerous separate  

subsidiaries that operate individual concessions 





The cost of construction for a concession becomes revenue for the Sound Global’s EPC division and is offset by Sound  

Global’s concession division capitalizing this expense 

Sound Global is able to double count construction expenses as revenue: for the consolidated company, the construction  

cost for each concession is capitalized while also recognized as revenue 

29 
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c. Low Discount Rate Assumptions 
Translate into Higher Construction 
Revenue 





Although Sound Global is technically using the correct concession accounting methodology under IFRS, the company is  

making aggressive assumptions on discount rate 

By using a low discount rate, Sound Global is able to increase the present value of its expected future concession tariff  
payments 





This allows Sound Global to inflate the construction costs spent by its concession division 

Higher construction spending by its concession division allows Sound Global’s EPC division is able to recognize higher  

construction revenue, thereby achieving higher EPC margins as well 







Sound Global is essentially pulling forward expected revenue from the O&M phase of a concession and transferring it to  

its EPC division 

Sound Global will be eventually left with a portfolio of unprofitable concessions where the IRR will be far lower than its  

cost of capital and cost of debt 

This type of aggressive concession accounting creates a house of cards that can only be sustained by continuously  

increasing the number of new project wins and recognizing new project revenues and profits in order to offset increasing  

losses from existing projects 
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d. Illustrative Example Part 1 
 Assuming a concession duration of 30 years and a discount rate of 4.1% (the discount rate that Sound Global currently  

uses) 





The net present value of expected future concession tariff payments exceeds the original cost of construction 

This allows Sound Global to both initially book higher construction revenue and keep the carrying value of its “service  

concession receivables” at cost 

Assumptions 

Billed Construction Cost (cny mm) 

Actual Construction Cost (cny mm) 

Capacity ('000tons/day) 

100 

70 

50 

Treatment Fee (rmb/ton) 

Construction Gross Margin 

O&MOperating  Margin 

Tax Rate 

Tariff Payment Increase every 10Years 

Discount Rate (cost of capital) 

1.5 

30% 

65% 

25% 

5% 

4.1% 

Year 0 

(100.0) 

0.0 

0.0 

0.0 

1 

0.0 

2 

0.0 

3 

0.0 

4 

0.0 

5 

0.0 

6 

0.0 

7 

0.0 

8 

0.0 

9 

0.0 

10 

0.0 Capex (project cost) 

O&MPayment  (tariff payment) 

O&MCost 

Pre‐Tax Profit 

Tax 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

0.0 

(100.0) Cashflow 

Year 11 

0.0 

12 

0.0 

13 

0.0 

14 

0.0 

15 

0.0 

16 

0.0 

17 

0.0 

18 

0.0 

19 

0.0 

20 

0.0 Capex (project cost) 

O&MPayment  (tariff payment) 

O&MCost 

Pre‐Tax Profit 

Tax 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 Cashflow 

Year 21 

0.0 

22 

0.0 

23 

0.0 

24 

0.0 

25 

0.0 

26 

0.0 

27 

0.0 

28 

0.0 

29 

0.0 

30 

0.0 Capex (project cost) 

O&MPayment  (tariff payment) 

O&MCost 

Pre‐Tax Profit 

Tax 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 Cashflow 

31 
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e. Illustrative Example Part 2 





Keeping all of the other assumptions the same as before and just increasing the discount rate to 8% from 4.1%, the net  

present value of expected future concession tariff payments declines by 62% 

The net present value of expected future concession tariff payments is now lower than cost and Sound Global would need  

to massively write-down the carrying value of its “service concession receivables” assets 

Assumptions 

Billed Construction Cost (cny mm) 

Actual Construction Cost (cny mm) 

Capacity ('000tons/day) 

100 

70 

50 

Treatment Fee (rmb/ton) 

Construction Gross Margin 

O&MOperating  Margin 

Tax Rate 

Tariff Payment Increase every 10Years 

Discount Rate (cost of capital) 

1.5 

30% 

65% 

25% 

5% 

8.0% 

Year 0 

(100.0) 

0.0 

0.0 

0.0 

1 

0.0 

2 

0.0 

3 

0.0 

4 

0.0 

5 

0.0 

6 

0.0 

7 

0.0 

8 

0.0 

9 

0.0 

10 

0.0 Capex (project cost) 

O&MPayment  (tariff payment) 

O&MCost 

Pre‐Tax Profit 

Tax 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

27.4 

(9.6) 

17.8 

(4.4) 

13.3 

0.0 

(100.0) Cashflow 

Year 11 

0.0 

12 

0.0 

13 

0.0 

14 

0.0 

15 

0.0 

16 

0.0 

17 

0.0 

18 

0.0 

19 

0.0 

20 

0.0 Capex (project cost) 

O&MPayment  (tariff payment) 

O&MCost 

Pre‐Tax Profit 

Tax 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 

28.7 

(10.1) 

18.7 

(4.7) 

14.0 Cashflow 

Year 21 

0.0 

22 

0.0 

23 

0.0 

24 

0.0 

25 

0.0 

26 

0.0 

27 

0.0 

28 

0.0 

29 

0.0 

30 

0.0 Capex (project cost) 

O&MPayment  (tariff payment) 

O&MCost 

Pre‐Tax Profit 

Tax 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 

30.2 

(10.6) 

19.6 

(4.9) 

14.7 Cashflow 

32 
NPV 50.3 



  

 

f. Overstated Concession Receivables 

Assuming 5% increase in tariff payment every 10years 

Tax Rate 

5% 

25% 





Typically BOT project  

concessions contracts last 25 to  
30 years and have an increase in  

tariff payments every 10 years  

benchmarked to inflation 

t =30(assuming  average concession period is 30years) 

Present value of future cash payments (average service concession receivable)  

Cash payment per year (imputed interest income on service concession receivables)  

Profit after tax 

2008 

77 

2009 

284 

9.6 

7.2 

9.7% 

2010 

540 

18.0 

13.5 

4.3% 

2011 

874 

21.4 

16.0 

2012 

1,364 

41.1 

30.8 

NA 

2013 

1,940 

78.8 

59.1 

NA Discount rate (WACC on service concession receivables) 8.9% NA 

Bond issued in 2012: 

Implied interest rate 

Duration 

11.875% 

3.0% 

8.02 

2.4% 

7.25 

4.1% 

8.90 7.43 

2009 

416 

6.98 
Based on the company’s  

disclosed service concession  

imputed interest, Sound Global  

used a 2.4%, 3.0% and 4.1%  

discount rate from 2011-2013 

Assuming a fair market discount rate of 10% 

Impact on value of service concession receivables 

Reported service concession receivables  

Fair value of service concession receivables 

Difference 

2008 

153 

2010 

‐39.8% 

665 

400 

265 

2011 

‐54.8% 

1,084 

490 

594 

26% 

2012 

‐56.0% 

1,643 

723 

921 

35% 

2013 

‐52.8% 

2,237 

1,055 

1,182 

38% as % of revenue 15% 

When discounting the  

company’s expected future  

concession payments at a  

conservative 10%, the carrying  

value of the company’s service  

concession receivables declines  

by 41-53%, which is equivalent  

t =25(assuming  average concession period is 25years) 

Present value of future cash payments (average service concession receivable) 

Cash payment per year (imputed interest income on service concession receivables)  

Profit after tax 

2008 

77 

2009 

284 

9.6 

7.2 

9.7% 

2010 

540 

18.0 

13.5 

4.3% 

2011 

874 

21.4 

16.0 

NA 

2012 

1,364 

41.1 

30.8 

NA 

2013 

1,940 

78.8 

59.1 

NA Discount rate (WACC on service concession receivables) 8.9% 

Bond issued in 2012: 

Implied interest rate 

Duration 

11.875% 

3.0% 

6.00 

2.4% 

5.34 

4.1% 

6.85 5.72 

2009 

416 

5.40 

Assuming a fair market discount rate of 10% 

Impact on value of service concession receivables 

Reported service concession receivables  

Fair value of service concession receivables  

Difference 

2008 

153 

2010 

‐30.8% 

665 

460 

205 

2011 

‐40.3% 

1,084 

647 

2012 

‐41.9% 

1,643 

955 

2013 

‐40.6% 

2,237 

1,328 

909 to 29-38% of reported  

revenue 

437 689 

as % of revenue 12% 19% 26% 29% 
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g. Concession Book Value Write Down 

• 

• 

• 

If a conservative 10% discount rate was applied to the present value of Sound Global’s expected future concession  

payments, this would result in a 53% write down to the carrying value of its service concession receivables 

This would equate to a 38% write-down to 2013 book value and a 30% write-down to 1H2014 book value and a price  

per share 28-50% lower than the current price based on Sound Global’s current P/B multiple 

If Sound Global’s P/B multiple reverts back to what it was prior to delisting from the Singapore Stock Exchange, this  

write-down to book value would equate to a price per share 50-65% lower than the current price 

Reported Balance Sheet 

cny millions 

2013 

6,338 

2,460 

8,798 

2,569 

3,154 

5,723 

3,075 

$2.65 

3,753 

1.2 

1H2014 

6,798 

2,697 

9,495 

2,891 

2,706 

5,597 

3,897 

$3.36 

3,535 

0.9 

Current Assets 

Non‐Current Assets 

Total Assets 

Current Liabilities 

Non‐Current Liabilities 

Total Liabilities 

Net Assets (Book Value) 

Book Value per Share (HKD) 

Total Debt 

Debt / Equity 

Write down of Service Concession Receivables 

as % of Book Value 

(1,182) 

38% 

(1,182) 

30% 

New Book Value 

New Book Value per Share (HKD) 

New Debt / Equity 

1,892 

$1.63 

2.0 

2,715 

$2.34 

1.3 

Current Price per Share $8.49 

2.6 

$4.25 

50% 

$8.49 

2.6 

$6.09 

28% 

Current P/B of Sound Global 

New Price per Share (HKD) 

Discount to Current 

Average P/B of Sound Global Prior to Delisting 

New Price per Share (HKD) 

Discount to Current 

1.8 

$2.96 

65% 

1.8 

$4.24 

50% 
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h. Exhibit 2: Shaanxi Hancheng 
 Shaanxi Hancheng is an inactive wastewater treatment concession built and operated by Sound Global 

 Sound Global has already recognized 145mm in total revenue from this project even though its revenues are  

currently impaired and should be written down 





Sound Global announced in April 2008 that it won a RMB 47 million wastewater treatment project in Hancheng, Shaanxi  

Province 

Sound Global announced in October 2012 that it won a RMB 98 million contract to upgrade the wastewater treatment  

project Hancheng, Shaanxi Province 

Source: Sound Global 2009 
Annual Report 

35 Source: 
http://soundglobal.todayir.com/attachment/20121031 
171701001526816_en.pdf 



  

 

h. Exhibit 2: Shaanxi Hancheng (Cont.) 





As of September 2014, site visits to the project confirmed that the local government is experiencing financial difficulties  

and has delayed payment of over RMB 10 million in addition to reducing the minimum treatment fee from RMB 0.8 per  

ton to RMB 0.4 per ton 

 The project appeared in disrepair with no one present and no visible activity taking place 

Between the original project and the project upgrade, Sound Global project recognized 145mm in total revenue from this  

concession from 2008-2013 

 This concession is now an inactive concession with impaired revenues, which should lead to a write-down in service  

concession receivables, yet no impairment provisions have been made  

36 Source: Shaanxi Hancheng 
Project 

Source: Shaanxi Hancheng 
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i. Sound Global’s Concession Ponzi 

How the Ponzi works: Sound Global relies on continuously announcing new project wins and booking construction revenue in order to mask mounting losses on its unprofitable concessions 

Concession Div ision 

(O&M) Announces 

New Project Win 

EPC Div ision Books 

Inflated 

Construction 

Revenue 

Existing Concessions 

Become Loss 

Making 

Concession Division 

Maintain Carrying Value 

of Service Concession 

Receivables 

Bill but don’t Pay 

for Construction 

Concession Div ision 

Uses Low Discount 

Rate on Concession 

Assets 
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j. When the Ponzi Breaks 

New Project 
Wins Stop 





If for whatever reason Sound Global stops winning new  

projects, it will no longer be able to book construction  

revenue to cover up increasing losses on its existing  

concessions 

Construction 
Revenue 
Declines 

Even if the company continues to announce project wins,  

losses on existing concessions will eventually become too 

big to cover up 

Losses On 
Existing 

Concessions 
Pile Up 







When this happens Sound Global will be forced to  

write-down the value of its concession assets 
Write-down 
Of Concession 

Assets 
The loss making company will be unable to pay interest  

payments on its increasing debt load 
Inability to 
Pay Interest 
on Debt 

The Ponzi will break and shareholders will be left 

holding a portfolio of heavily indebted, loss making  

concessions  

Default 

Bankruptcy / 
Liquidation 
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6. Sound Global Uses Aggressive Percentage 

of Completion Accounting to Inflate 

Construction Revenue 

 Percentage of completion accounting cannot be trusted 

 Construction work for concession projects purportedly takes anywhere from 1 to 1.5 years to complete and IFRS  

stipulates that construction revenue be recognized based on percentage of completion 

 Sound Global recognizes construction revenue ahead of schedule and in some cases before construction work has  

even begun 

 Site visits reveal that for multiple concessions, construction has not even begun or has been suspended  

indefinitely more than 1 year after Sound Global initially announced winning the project 

 The increase in trade accounts receivable and unbilled receivables is confirmed by the on the ground reality 

 Analysis of related party projects where Sound Global was hired by Sound Environmental Resources to do  

construction work shows that Sound Global books inflated construction revenue 
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a. Exhibit 3: Fujian Fuqing 




Sound Global announced in July 2013 that it won three sewage treatment projects in Fuqing, Fujian Province worth RMB  

350mm 

As of September 2014, more than 1 year after winning the project, only one of the projects has started construction  

while the other two projects have not yet even been able to acquire the requisite land 

40 Source: 
http://soundglobal.todayir.com/attachment/20130801 
180201001706152_en.pdf 



  

 

a. Exhibit 3: Fujian Fuqing (Cont.) 

• As of September 2014, site visits to the three projects confirmed that both the Fuqing City project in DapuVillage and  

the Yuxizhen Project in HouqiVillage have not yet even been able to acquire land due to conflicts with local residents  

about the fair level of compensation 

 Local residents complained that the local government is offering RMB 40,000-43,000 per acre while the market  

price is estimated to be around RMB 240,000 per acre 

Source: Fujian Fuqing 
Project 

Source: Fujian Fuqing 
Project 
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a. Exhibit 3: Fujian Fuqing (Cont.) 

• As of September 2014, site visits to the three projects confirmed that only the Gaoshan Project in ZhuxiuVillage has  

been able to acquire the requisite land for the project 

 There was no one present at the construction site and minimal construction work had been started 

Source: Fujian Fuqing 
Project 
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b. Exhibit 4: Jilin Changchun 
 Sound Global announced in December 2012 that it won a RMB 2.035 billion project for the No. 6 Water Treatment Plant  

in Changchun, Jilin Province 





This contract is equivalent to 36% of Sound Global’s reported order backlog as of 1H2014 

As of December 2014, 2 years after winning the project, site visits and interviews with local residents confirm that the  

project has not even started and has been suspended indefinitely due to financial liquidity problems of the local  

government as well as an inability to acquire the requisite land 

 The Changchun Urban and Rural Construction Committee confirmed that no construction was ever started and that the  

project has been canceled 
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c. Sound Global Accelerates Construction 

Revenue Recognition 







From 2007 to 2013, Sound Global has booked a total of RMB 93 million more revenue from Sound Environmental than  

the total amount of costs paid to Sound Global reported by Sound Environmental 

As related parties, Sound Global and Sound Environmental Resources are required to disclose any related party  

transactions between the two companies  

Assuming that Sound Global is smart enough to not entirely make up sales to a listed company, the only plausible  

explanation is that its revenue recognition policy is much more aggressive 

Sound Environmental Resources Reported Costs Paid to Sound Global 

cny millions 

Year 
Total Costs 

2013 
46.6 

2012 
11.2 

2011 
3.6 

2010 
21.6 

2009 
264.4 

2008 
16.7 

2007 
0.0 

Sound Global Reported Revenue from Sound Environmental Resources 

cny millions 

Year 2013 

26.9 

13.7 

3.4 

2012 

10.1 

0.0 

0.0 

10.1 

2011 

10.2 

2.1 

0.2 

12.5 

2010 

49.9 

0.1 

0.0 

50.0 

2009 

69.9 

0.4 

0.0 

70.3 

2008 

155.6 

2.1 

0.0 

157.7 

2007 

112.4 

0.0 

0.0 

112.4 

Construction Revenue 

Revenue from Sales of Goods and Equipment 

Revenue for Design Servoces 
Total Revenue 44.0 

Difference 3 1 (9) (28) 194 (141) (112) 

Source: Sound Global 2007- 
2013 Annual Reports, Sound 
Environmental Resources 
2007-2013 Annual Reports 
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7. Sound Global has a History of 

Undocumented Related Party Transactions 

and Loss-Making Acquisitions 





Sound Global claims that 87% of its EPC segment revenue and 80% of its total revenue is from third party construction  

contracts 

In reality, many of Sound Global’s reported third party construction contracts are actually concessions owned and  

operated by undisclosed related parties controlled by Chairman/Founder Wen Yibo 

 Sound Global uses external EPC contracts with undisclosed related parties in order to book inflated construction  

revenue by overcharging for construction and then later on repurchasing these projects in order to make the  

concession operator whole 

 This reaffirms the fact pattern of Sound Global accelerating revenue from the O&M phase of a project and  

transferring it to the company’s EPC division, and demonstrates that the company employs this practice not only for  

its own internal projects but also for its claimed external projects 

 Sound Global has a history of undisclosed related party transactions as well as a series of loss-making acquisitions which  

benefit Chairman/Founder Wen Yibo at the expense of public shareholders 

 Many of these transactions are in direct conflict with the stated recommendations of Sound Global’s Board of Directors 
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a. Exhibit 5: Shanghai Jingke 







Sound Global claims that Shanghai Jingke Investment Management (Shanghai Jingke) is an independent third party 

In reality, Shanghai Jingke is funded, controlled and effectively owned by Chairman/Founder Wen Yibo* 

In 2008, Sound Global purchased Hi-Standard Water Equipment from Shanghai Jingke Investment Management for RMB  

208 million 

 Sound Global has also purchased from Shanghai Jingke concession projects Anyang Mingbo for RMB 45mm in 2009 and  

Tongliao for RMB 196.7mm in 2014  

Shanghai Jingke is mentioned multiple times as an independent third party going as far back as Sound Global’s  2006 IPO prospectus 

Source: Sound Global 2011 
Annual Report 

Source: Sound Global 2010 
Prospectus 

Source: Sound Global 2010 
Prospectus 

Source: Sound Global 2006 
Prospectus 
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b. Exhibit 6: Hi-Standard 




Sound Global claims to have acquired Hi-Standard Water from independent third party Shanghai Jingke for RMB 208mm 

 In reality, Shanghai Jingke is actually an undisclosed related party owned by Sound Global Chairman/Founder Wen  

Yibo 

 Sound Global massively overpaid for Hi-Standard Water to allow Chairman/Founder Wen Yibo to cash out at the  

expense of shareholders 

April 2007 – Beijing Hi-Standard Water Equipment Co (Hi-Standard Water) was established by Shanghai Jingke (30.3%),  

Beijing Sound Environment (Sound parent company) (22.7%) and Hi-Standard Environmental (47%) 

 Hi-Standard Environmental contributed all of its assets to Hi-Standard Water for a 47% stake while Shanghai Jingke 

contributed RMB 25mm for a 30.3% stake, implying a RMB 83mm valuation for Hi-Standard Water 







April 2008 – Sound Group parent company sold its entire 22.7% stake to Shanghai Jingke for a token consideration of  

RMB 1 

 Shanghai Jingke now owns 53% of Hi-Standard Water 

May 2008 – Hi-Standard Environmental sold its 47% stake to Shanghai Jingke for RMB 34.3mm, implying a RMB 73mm  

valuation for Hi-Standard Water 

 Shanghai Jingke now owns 100% of Hi-Standard Water 

July 2008 – Sound Global acquires 100% of Hi-Standard Water from Shanghai Jingke for RMB 208mm 

 This means that in the span of less than 2 months, the valuation of Hi-Standard Water nearly tripled from RMB  

73mm to RMB 208mm 

 Hi-Standard Water had not shown any material appreciation in the prior 8 years, and actually depreciated relative to  
the initial RMB 100mm invested in April 2001* 
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b. Exhibit 6: Hi-Standard (Cont.) 




Sound Global claims that its ability to manufacture wastewater treatment equipment in-house through its subsidiary Hi- 

standard gives it a cost advantage and enables it to achieve EPC gross margins greater than those of its competitors 

 Even if the entire amount of inter-segment sales from its equipment manufacturing division is counted as additional  

gross profit for the EPC division, it would only add 4.7% of gross margin, far less than the 15% gross margin  

advantage that Sound Global claims to have over its competitors 

Site visits confirm that the total size of Hi-Standard’s factory is no more than a few hundred square meters at most 

 The equipment was idle and dilapidated and there were fewer than 10 employees present 

Source: 
http://www.soundglobal.com.sg/ 
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c. Exhibit 7: Anyang Mingbo 







Anyang Mingbo is a wastewater treatment concession that Sound Global currently owns and purchased from undisclosed  

related party Shanghai Jingke in 2009 for RMB 45 million 

Sound Global originally invested in Anyang Mingbo in 2006, Anyang Mingbo then disappeared from public record for 2  

years before reappearing in Sound Global’s 2009 Annual Report as an acquired concession 

Sound Global secretly transferred its ownership stake to Shanghai Jingke in 2008, was contracted to do the construction  

work on Anyang Mingbo, and purchased the concession back from Shanghai Jingke in 2009* 

Source: Sound Global 
2009 
Annual Report 

Source: Sound Global 2009 
Annual Report 
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d. Exhibit 8: Tongliao 

• Tongliao is a wastewater treatment concession that Sound Global purchased in 2014 for RMB 196.7 million 

 The acquisition price represents a P/E multiple of 226x * 

• 

• 

Tongliao was originally set up by Beijing Lumeng and Shanghai Jingke, related parties owned and controlled by  

Chairman/Founder Wen Yibo 

In 2006, Sound Global was originally awarded the RMB 124mm construction contract for Tongliao 

 The project was scheduled to be completed by mid 2008 but construction work was still continuing through 2010 

 Sound Global likely overcharged for construction work and is now purchasing the project at a premium in order  

to make the concession operator whole 

Tongliao was originally supposed to be completed in 2008 Sound Global was recognizing revenue from construction work on Tongliao as recently as 2010 

Source: Sound Global 2007 
Annual Report 

Tongliao was originally owned in part by Shanghai Jingke 

Source: Sound Global 2007 
Annual Report 

Source: Sound Global 2011 
Annual Report 50 
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e. Value-Destroying Acquisitions 
 After management specifically warned shareholders that purchasing concessions where Sound Global had originally been  

contracted to do the construction work would be value-destroying, Sound Global proceeded to acquire multiple such  

projects at premium valuations 

 “Therefore, even if the BSE Group were to sell the projects to us at its own cost, this would represent an amount in  

excess of the construction costs of the projects 

 “We would have to pay a substantial amount for such projects in a short period of time” 

 “We would only be able to obtain additional revenue in respect of the operation phase of the project” 

 Therefore, the Directors consider that the acquisition of the BSE Group’s existing projects may not  

be financially beneficial to our Company when compared to investments in new BOT projects” 

Sound Global’s Board of Directors expressly recommends against acquisitions of existing related party projects 
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8. Sound Global’s Opaque Transaction with 

Sound Environmental Resources Enables 

Further Management Cash Out and Once 

Again Proves Inflated EPC Revenue 





In September 2014, Sound Global announced a planned transaction with Sound Environmental Resources where Sound  

Global will purchase 22 subsidiaries owned by Sound Environmental 

As part of this transaction, a series of share placements and share sales were also arranged which ultimately allows  

Chairman/Founder Wen Yibo to cash out at the expense of public shareholders 





At least 16 of these subsidiaries are projects where Sound Global was originally contracted to do the construction work 

This demonstrates a continuation of the fact pattern of Sound Global purchasing projects from related parties that it  

originally built and further confirms the company’s method of aggressive construction revenue recognition 



  

 

a. Cashing Out 







Sound Global is planning to convene an EGM on 23 December 2014 in order to vote on a series of transactions between  

the company, Sound Environmental and Chairman/Founder Wen Yibo’s holding company Sound Water BVI 

This complex series of share placements and share sales allows to Chairman/Founder Wen Yibo cash out in the amount of  

HKD 819 million and reduce his ownership 

This cash out will be paid for by public shareholders through a primary offering of Sound Environmental Resources  

shares 

Transaction Name 

Subscription Agreement 

1st Sale and Purchase Agreement   Insider Sale 

2nd Sale and Purchase Agreement  Acquisition of Subsidiary 

Subscription Agreement 

Subscription Agreement 

Subscription Agreement 

Transaction Type 

Primary Offering 

Seller 

Sound Global 

Sound Water BVI 

Sound Environmental Resources 

Sound Environmental Resources 

Sound EnvironmentalResources 

Sound EnvironmentalResources 

Acquirer Shares (mm) Price per Share  HKD (mm) 

Sound Environment (HK) 

Sound Environment (HK) 

Sound Global 

TBD 

Wen Yibo 

Other Investors 

280.4 

264.8 

HKD 8.1 

HKD 8.1 

2,271.0 

2,144.9 

1,519.0 

4,419.2 

1,325.8 

3,093.4 

Primary Offering 

Insider Purchase 

Other Investors Purchase 

163.0 

48.9 

114.1 

CNY 21.4 

CNY 21.4 

CNY21.4 

Sound WaterBVI Sale Less Wen Yibo Subscription Agreement Purchase (HKDmm) 

Wen Yibo Cash Out (HKDmm) 

Wen Yibo Cash Out (USDmm) 

819.1 

819.1 

105.7 

Company Wen Yibo Ownership (%) 

Sound Water BVI 100% 

Sound Global 

Sound Environment (HK) 

Sound Environmental Resources 

50.55% 

44.62% 

44.62% 
Source: 
http://soundglobal.todayir.com/attachment/20140918061701002011652_en.pdf  
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b. Transaction with Sound 
Environmental Resources 

 After delaying announcement of additional details three times, Sound Global’s latest circular disclosed the names of the  

22 subsidiaries being purchased but only provided minimal additional financial information 





The acquisition price represents a FY2013 P/E multiple of 16.7x 

Both net assets and net profit for the acquired entities declined sharply in 2014, and the acquisition price represents a  

projected FY2014 P/E multiple of 25.6x 

 The auditor used for the transaction is neither Sound Global’s auditor Deloitte & Touche nor Sound Environmental’s 

auditor Daxin CPA 

The only financial information provided are total assets and liabilities, and revenue and net profit for the combined entity being acquired 

Source: 
http://soundglobal.todayir.com/attachment/20141201212626002065268_en.pdf  

Source: 
http://soundglobal.todayir.com/attachment/20141201212626002065268_en.pdf  
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b. Transaction with Sound 
Environmental Resources (Cont.) 





In reality, at least 16 out of the 22 projects are projects that Sound Global was previously contracted to do the  

construction work for 

Sound Global likely overcharged for the initial construction work on these projects and now is being forced to make the  

concession operator whole by repurchasing these concessions that are unable to achieve an IRR above its cost of capital or  

cost of debt 

Source: Sound Environmental Source: Sound Environmental 
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c. Build and Buy Back Behavior Further 

Confirms Aggressive Revenue 

Recognition 







This latest transaction involving the purchase of at least 16 projects that Sound Global had previously done the  

construction work for is ironic as it is again in direct contrast with what the company had previously stated it would not  

do and likely value-destroying to shareholders 

These acquisitions suggest that Sound Global initially overcharged for the construction phase of these related party  

projects and now must repurchase these projects in order to compensate the concession operator, in this case Sound  

Environmental Resources 

This reaffirms the fact pattern of Sound Global pulling forward revenue from the concession (O&M) phase of a project  

and transferring it to the company’s EPC division, and demonstrates that the company employs this practice not only for  

its own internal projects but also for external projects as well 

 Not only is Sound Global accelerating revenue recognition for construction projects, but based on the discrepancies  

between its filings and those of Sound Environmental, it is likely that the company is purchasing concessions that it  

did not get paid for building in the first place 

56 



  

 

9. Valuation 







Sound Global is a highly indebted, perpetually negative free cash flow business that is proven to be involved in multiple  

fraudulent, lossmaking and undisclosed related party transactions 

Sound Global employs aggressive accounting practices that artificially inflate revenue in the short term and destroy long- 

term shareholder value 

What price is an opaque business that relies on Ponzi-like concession accounting gimmicks and stock price manipulation  

in order to enrich its founder worth? 
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a. Valuation of Construction Division 












Sound Global pulls forward expected revenue from the O&M phase of a concession and transfers it to the company’s  

construction (EPC) division 

By using a low discount rate on its service concession receivables, Sound Global is able to increase the present value of its  

expected future concession tariff payments and inflate the construction costs spent by its concession division 

As a result of this higher construction spending by its concession division, Sound Global’s construction division is able to  

book artificially higher construction revenue, thereby recognizing higher construction margins as well 

Sound Global’s competitors report an average 14% gross margin for this business, although Sound Global mainly  

undertakes less profitable and more risky rural projects 

Assuming the construction division costs are correct and applying a 14% gross margin to the business, Sound Global ’s 

EPC division’s actual net income comes out to only RMB 160 million, representing a net income margin of 6.0% 

Applying a 11.2x P/E multiple to the EPC business yields a value per share of HKD 1.54 

Sound Global Sound Global 

Actual Income Statement ‐ EPC Division 

cny millions 

Valuation ‐ EPC Division 

Shares Outstanding (millions) 

Net Income 

EPS (HKD) 

Average LTMP/E of Sound Global Prior to Delisting 

Implied Value per Share (HKD) 

LTM 

1,467 

160 

0.14 

11.2 

LTM 

(2,286) 

14% 

2,658 

372 

Construction COGS 

Gross Profit Margin 

Construction Revenue 

Construction Gross Profit 

Pro‐Rata Operating Expenses less Interest Expense 

EBT 

$1.54 

(163) 

209 

Tax Rate 

Income Tax 

23.4% 

(49) 

Net Income 160 

Net Income Margin 6.0% 
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b. Valuation of Concession Division 
 By using an artificially low discount rate to pull forward expected revenue from its concession division (O&M) and  

transferring it to the company’s EPC division, Sound Global will be eventually left with a portfolio of unprofitable  

concessions where the IRR will be far lower than its cost of capital and cost of debt 





Based on the company’s disclosed service concession imputed interest, Sound Global used a 2.4%, 3.0% and 4.1%  

discount rate from 2011-2013 while its USD cost of debt was 11.875% and even higher in RMB terms 

Applying a 10% discount rate to the present value of Sound Global’s expected future concession payments results in a  

48% write down to the carrying value of the company’s service concession receivables and a fair value of RMB 1,279  
million 





Together, this represents a book value per share of HKD 1.28 for the concession division 

There is a high likelihood that the reported cash balance does not exist 

 The company claims a high cash balance, yet borrows at a high cost of debt and reports low interest income relative  

to its claimed cash balance 

 There are multiple undisclosed litigation cases in China against the company claiming unpaid bills and financial  

difficulty* 

Sound Global Sound Global 

Actual Balance Sheet ‐ O&M Division 

cny millions 

Reported Service Concession Receivables 

Writedown of Service Concession Receivables 

as % of Reported Value 

Valuation ‐ O&M Division 

Shares Outstanding (millions) 

Fair Value of Service Concession Receivables 

Cash & Equivalents 

Total Debt 

Net Debt 

LTM 

1,467 

1,279 

3,753 

(3,543) 

211 

LTM 

2,461 

(1,182) 

48.0% 

1,279 Fair Value of Service Concession Receivables 

Book Value 

Book Value per Share (HKD) 

1,489 

$1.28 
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c. Sum of the Parts Valuation 





Combining the value of the EPC division and value of the O&M division results in a total company fair value of HKD  

4,133 million 

This represents a price per share of HKD 2.82, a 67% discount to the current price per share 

Sound Global 

Valuation ‐ Sum of the Parts 

EPC Division 

Implied Value per Share (HKD) 

Total Value (HKD mm) 

O&M Division 

$1.54 

$2,256 

Implied Value per Share (HKD) 

Total Value (HKD mm) 

Entire Company 

$1.28 

$1,877 

Total Value (HKD millions) 

Implied Price per Share (HKD) 

Current Price per Share (HKD) 

Discount to Current 

$4,133 

$2.82 

$8.49 

‐67% 
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10. Conclusion 









Sound Global’s business model is a house of cards built by Chairman/Founder Wen Yibo for only one purpose: enriching  

himself at the expense of long-term shareholders 

The company will run out of new “project wins” and its massive debt load coupled with a portfolio of loss-making  

concessions will result in minimal if any residual equity value 

Sound Global is a strong sell as the fair value per share of Sound Global’s equity is HKD 2.82 or less, representing at least  

67% downside from the current share price 

Shareholders who choose not to sell stock are strongly advised to vote against the proposed transaction between Sound  

Global, Sound Environment and Sound Water BVI at the upcoming EGM on 23 December 2014 as it not only allows for  

Chairman/Founder Wen Yibo to further cash out but also destroys long-term shareholder value 
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11. Appendix 
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a. Changing Discount Rate 
Assumptions 

Prior to 2011 Sound global disclosed the discount rate that it used on its expected future concession payments 

In 2008 and 2009, the discount rate applied to its service concession receivables was 8.9% and 9.7%, respectively 

Source: Sound Global 2009 
Annual Report 



  

 

a. Changing Discount Rate 
Assumptions (Cont.) 

In 2010, Sound Global decreased the discount rate on concessions by more than 50% 

The discount rate applied to its service concession receivables was suddenly decreased to 4.3% from 9.7% and 8.9% prior 

Source: Sound Global 2010 
Annual Report 
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a. Changing Discount Rate 
Assumptions (Cont.) 

Starting in 2011, Sound Global altogether stopped disclosing its discount rate 

Source: Sound Global 2011 
Annual Report 
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b. Capitalized Construction Costs are 
Recognized as Revenue 





The present value of the expected future concession tariff payments are recognized a “service concession receivable” asset  

on the balance sheet 

Under IFRS, the carrying value of the “service concession receivables” assets on the balance sheet is equal to the lesser of  

cost or present value of expected future concession tariff payments 

66 
Source: Sound Global 2013 
Annual Report 



  
  
  

 
  

 

67 

c. Shanghai Jingke 
 SAIC filings for Shanghai Jingke: 

 October 2007: Beijing Lumeng Investment invested RMB 90mm for a 90% stake of Shanghai Jingke 

 New Ownership: Beijing Lumeng Investment (90%), Liu Cui Xia (9.5%), Sun Wei Liang (0.5%) 

Source: Shanghai Jinke SAIC 
Filings 

Source: Shanghai Jingke SAIC 
Filings 

Source: Shanghai Jingke SAIC 
Filings 



  

 

c. Shanghai Jingke (Cont.) 
 SAIC filings for Shanghai Jingke: 

 October 2007: Beijing Lumeng Investment owns 90% of Shanghai Jingke 

 Beijing Lumeng Investment is 80% owned by Beijing Sound Environment (Sound parent company) and 20% by  

Beijing Sound Environmental Technology Development 

 Sound parent company is 98.75% owned by Chairman/Founder Wen Yibo and his wife Zhang Huiming 

 Beijing Sound Environmental Technology Development is majority owned by Chairman/Founder Wen Yibo 

 Therefore, Shanghai Jingke is actually indirectly owned and controlled by Chairman/Founder Wen Yibo 

SAIC filings for Shanghai Jinke show that Chairman/Founder Wen Yibo is the effective 

owner of Beijing Lumeng 
Beijing Lumeng is identified as being majority owned by Chairman/Founder Wen Yibo 

Source: Sound Global 2009 
Annual Report 
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c. Shanghai Jingke (Cont.) 
SAIC filings for Shanghai Jingke show that Chairman/Founder Wen Yibo is the effective owner of Beijing Lumeng 
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Filings 
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c. Shanghai Jingke (Cont.) 
 SAIC filings for Shanghai Jingke: 

 February 2008: Beijing Lumeng Investment transferred its 90% stake in Shanghai Jingke to He Wen Jun 

 New Ownership: He Wen Jun (90%), Liu Cui Xia (9.5%), Sun Wei Liang (0.5%)  

 August 2008: He Wen Jun transfers his 90% stake of Shanghai Jingke to Huang Dong 

 New Ownership: Huang Dong (90%), Liu Cui Xia (9.5%), Sun Wei Liang (0.5%)  

SAIC filings for Shanghai Jingke show that Chairman/Founder Wen Yibo continuously uses this method of transferring ownership of Shanghai Jingke between a group of friends and associates in order to conceal his 

actual ownership of Shanghai Jingke 

Source: Shanghai Jingke SAIC 
Filings 
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d. Hi-Standard 

 SAIC filings for Hi-Standard Environmental: 

 April 2001 – Beijing Hi-Standard Environmental Equipment Co (Hi-Standard Environmental) was established by  

Beijing Electrical Industrial Holding (55%), Beijing State-owned Asset Management (10%) and Beijing Sound  

Environmental Technology Development (Sound parent company subsidiary) (35%) with RMB 100mm of registered  

capital 

SAIC filings for Hi-Standard Environmental show the original ownership at inception 

Source: Hi-Standard 
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d. Hi-Standard (Cont.) 
 SAIC filings for Hi-Standard Environmental: 

 October 2005 – Beijing Electrical Industrial Holding changed its name to Beijing Jingcheng Machinery Electrical  

 Beijing Jingcheng Machinery Electric transferred its 55% stake in High-Standard Environmental to Beijing Sound  

Environment (Sound parent company) 

 Beijing State-owned Asset Management transferred its 10% stake in High-Standard Environmental to Beijing  

Industrial Development Investment Management 

New ownership - Sound parent company (55%), Sound parent company subsidiary (35%), Beijing Industrial Development Investment Management (10%) 

Source: Hi-Standard 
Environmental SAIC Filings 
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Environmental SAIC Filings 



  

 

d. Hi-Standard (Cont.) 
 SAIC filings for Hi-Standard Environmental: 

 April 2006: Beijing Sound Environment (Sound parent company) transfers 40% stake in Hi-Standard Environmental  

to Shanghai Jingke 

 Beijing Sound Environmental Technology Development (Sound parent company subsidiary) transfers 35% stake in  

Hi-Standard Environmental to Shanghai Jingke 
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d. Hi-Standard (Cont.) 
 SAIC filings for Hi-Standard Environmental: 

 April 2006: New Ownership – Shanghai Jingke (75%), Sound parent company (15%), Beijing Industrial  

Development Investment Management (10%) 

SAIC filings for Hi-Standard Environmental show that after ownership transfer, Shanghai Jingke owns 75% of the company 

Source: Hi-Standard 
Environmental SAIC Filings 

Source: Hi-Standard 
Environmental SAIC Filings 
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d. Hi-Standard (Cont.) 

Sound Global’s company filings detailing the Hi-Standard Acquisition claim that it was purchased from an independent third party, Shanghai Jingke 

Source: Sound Global 2010 
Prospectus 
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d. Hi-Standard (Cont.) 
Sound Global set up a Hi-Standard Water as a separate entity and transferred the assets from Hi-Standard Environmental to Hi-Standard Water with the purpose of allowing Chairman/Founder Wen Yibo could cash 

out from the acquisition 

Source: Sound Global 2010 
Annual Report 

Of the RMB 208 million price acquisition price for a company that was effectively owned by Chairman/Founder Wen Yibo, RMB 94.4 million was attributed to supposed “patents” and goodwill , while another RMB 

36.5 million was used to cover payables 
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e. Anyang Mingbo 

2006 Annual Report: Sound Global discloses a 15% equity ownership in Anyang Mingbo through subsidiary Beijing Sound Environmental Engineering 

77 
Source: Sound Global 2006 
Annual Report 



  

 

e. Anyang Mingbo (Cont.) 

2007 Annual Report: No mention on Anyang Mingbo and no explanation of what happened to the 15% stake 

15% stake in Anyang Mingbo disappears from the company tree 

Source: Sound Global 2007 
Annual Report 

78 



  

 

e. Anyang Mingbo (Cont.) 

2008 Annual Report: No mention on Anyang Mingbo and no explanation of what happened to the 15% stake 

79 Source: Sound Global 2008 
Annual Report 



  

 

e. Anyang Mingbo (Cont.) 






After acquiring a 15% stake in 2006, Anyang Mingbo then disappears from public record for 2 years before reappearing  

in the Sound Global 2009 Annual Report 

2009 Annual Report: Sound Global acquires 100% of Anyang Mingbo from Beijing Sound Environment (Sound parent  

company) and an anonymous independent third party 

The anonymous independent third party is actually the undisclosed related party Shanghai Jingke owned by  

Chairman/Founder Wen Yibo 

In 2010, Anyang Mingbo suddenly reappears…as an acquired company! 

Source: Sound Global 2009 
Annual Report 

Source: Sound Global 2009 
Annual Report 
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Source: Sound Global 2009 
Annual Report 



  

 

e. Anyang Mingbo (Cont.) 

2010 Annual Report: Sound Global discloses ongoing transactions with Anyang Mingbo going as far back as 2007 

Sound Global recorded revenue related to Anyang Mingbo of RMB 66 million in 2009 and RMB 90 million in 2008 

Source: Sound Global 2009 
Annual Report 

Source: Sound Global 2009 
Annual Report 
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e. Anyang Mingbo (Cont.) 

 SAIC filings for Anyang Mingbo: 

 February 2008: Anyang Mingbo is owned by Shanghai Jingke (85%) and Beijing Sound Environmental Engineering  

(Sound global subsidiary) (15%) with total registered capital of RMB 45mm 

The owner of the other 85% of Anyang Mingbo is none other than Shanghai Jingke 

Source: Anyang Mingbo SAIC 
Filings 
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e. Anyang Mingbo (Cont.) 
 SAIC filings for Anyang Mingbo: 

 September 2008: Beijing Sound Environmental Engineering (Sound global subsidiary) transferred its 15% stake in  

Anyang Mingbo to Shanghai Jinke 

 New Ownership: Shanghai Jinke (100%) 

The 15% stake in Anyang Mingbo held by Sound Global was actually transferred to Shanghai Jingke 

Source: Anyang Mingbo SAIC 
Filings 
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Source: Anyang Mingbo SAIC 
Filings 



  

 

e. Anyang Mingbo (Cont.) 
 SAIC filings for Anyang Mingbo: 

 October 2008: Shanghai Jinke transfers 60% stake to Beijing Sound Environment (Sound parent company) 

 New Ownership: Sound parent company (60%), Shanghai Jinke (40%) 

Shanghai Jingke transferred 60% of its stake to Sound Global’s parent company 

Source: Anyang Mingbo SAIC 
Filings 

Source: Anyang Mingbo SAIC 
Filings 84 



  

 

e. Anyang Mingbo (Cont.) 
 SAIC filings for Anyang Mingbo: 

 October 2009: Sound Global purchases 100% of Anyang Mingbo from Beijing Sound Environment (Sound parent  

company) and Shanghai Jingke for RMB 45mm 

 Sound Global again purchased an asset from undisclosed related party Shanghai Jingke in order to allow  

Chairman/Founder Wen Yibo to cash out at the expense of shareholders 

The claimed independent third party that Sound Global acquired Anyang Mingbo from is none other than Shanghai Jingke 

Source: Anyang Mingbo SAIC 
Filings 

Source: Anyang Mingbo SAIC 
Filings 
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f. Tongliao 

• 

• 

June 2014: Sound Global purchased 97.8% of Tongliao from Sound Group for RMB 192.4million, and 2.2% of Tongliao 

from a claimed independent third party 

The anonymous independent third party that Sound Global is actually the undisclosed related party Shanghai Jingke 

owned by Chairman/Founder Wen Yibo 

Sound Global claims that the 2.2% stake in Tongliao was purchased from an independent third party 

86 Source: 
http://soundglobal.todayir.com/attachment/20140603 
081702001927627_en.pdf 



  

 

f. Tongliao (Cont.) 
 SAIC filings for Tongliao: 

 Tongliao had net income of RMB 0.87 million in 2013 

 The acquisition price represents a P/E multiple of 226x 

 Tongliao had net assets of RMB 40.26 million in 2013 

 The acquisition price represents a P/B multiple of 4.9x 

财务数据 
损益表 负债表 
（单位：万元人民币） 

年检 
（单位：万元人民币） 

年检annual audit 其中：短期借款ST 

Borrowings 

2013年度 

4582 
2013年度 0 

3065 

1580 

主营业务收入Revenue 流动资产合计 Current 
8399 应付帐款A/P Assets 销售成本Cost of Sales 

销售税金及附加Sales 

Taxes and Surcharges 

3081 

其他应付款 其中：货币资金Cash 

应收帐款A/R 

2025 

1876 
53 

468 

843 

21 

Payables 

其他流动负债 
Current Liabilities 

O 营业费用Operating Costs 

管理费用Management 

Costs 

571 

0 

其他应收款 
Receivables 

2360 

1184 

954 

长期负债合计LT Debt 
存  货Inventories 

其中：长期借款LT 

Borrowings 
财务费用Financial Costs 其他流动资产 

Current Assets 

长期投资Long 

O 0 

投资收益Investment Income 0 
Term 长期应付款LT Payables 0 

0 
Investments 其他业务利润Other Profit 

营业外收入Other Income 

0 

0 
所有者权益合计Owners 

Equity 
4026 

5350 

固定资产合计PPE 843 

0 其他资产Other Assets 实收资本Paid-In Capital 营业外支出Other Expenses 0 
资产总计Total Assets 

流动负债合计Current 

Liabilities 

9242 负债及所有者权益总计Total 
利润总额Total Profit 

净利润Net Profit 

116 

87 
Liabilities 

Equity 

and Owners 9242 
5216 

Source:内蒙古自治区通辽 
市工商管理部门 

Source:内蒙古自治区通辽 
市工商管理部门 

Source:内蒙古自治区通辽 
市工商管理部门 
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g. Undisclosed Litigation Cases 





Sound Global subsidiary Beijing Sound Environmental Engineering has an extensive undisclosed civil  

ligation record in China and has been fined several hundred thousand RMB 

Beijing Sound Environmental Engineering Co., Ltd. (北京桑德环境工程有限公司) 

 Named as a defendant and fined 287,000 RMB in a civil litigation case handled by the People’s Court of Haidian 

District, Beijing, and dated Nov. 11, 2009, case content and the plaintiff’s identity are not included 

 Named as a defendant and fined 75,600 RMB in a civil litigation case handled by the People’s Court of Haidian 

District, Beijing Municipality, and dated January 25, 2010, case content and the plaintiff’s identity are not included 







Both cases allege Sound Environmental Engineering as an entity experiencing serious financial  

problems and non-payment of its suppliers 

These cases call into question the existence of the company’s reported cash balance given its inability  

to even pay its suppliers 

None of the fines are disclosed in any Sound Global Annual Report or public filing and represent a  

material omission 

Source: 
http://zhixing.court.gov.cn 
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g. Undisclosed Litigation Cases (Cont.) 





Sound Global subsidiary Hi-Standard has an extensive undisclosed civil ligation record in China and  

has been fined several million RMB 

Beijing Hi-Standard Water Treatment Equipment Co., Ltd. (北京海斯顿水处理设备有限公司)  

 Named as a defendant and fined 217,000 RMB in a civil litigation case handled by the People’s Court of Tongzhou 

District, Beijing, and dated July 2, 2009, case content and the plaintiff’s identity are not included 

 Named as a defendant and fined 250,000 RMB in a civil litigation case handled by the People’s Court of Tongzhou 

District, Beijing, and dated September 2, 2009, case content and the plaintiff’s identity are not included 

 Named as a defendant and fined 255,470 RMB in a civil litigation case handled by the People’s Court of Tongzhou 

District, Beijing, and dated Nov. 3, 2009, case content and the plaintiff’s identity are not included 

 Named as a defendant and fined 367,000 RMB in a civil litigation case handled by the People’s Court of Tongzhou 

District, Beijing, and dated July 9, 2010, case content and the plaintiff’s identity are not included 

 Named as a defendant and fined 902,728 RMB in a civil litigation case handled by the People’s Court of Tongzhou 

District, Beijing, and dated Feb. 24, 2011, case content and the plaintiff’s identity are not included 







These cases allege Hi-Standard as an entity experiencing serious financial problems and non-payment  

of its suppliers 

These cases call into question the existence of its reported cash balance given its inability to even pay  

its suppliers 

None of the fines are disclosed in any Sound Global Annual Report or public filing and represent a  

material omission 

Source: 
http://zhixing.court.gov.cn 
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