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China Water Industry Group Limited
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CHINA WATER | NDUSTRY ANNOUNCES
ACQUISITION OF EIGHT SEWAGE TREATMENT AND WATER SUPPLY PROJECTS

* * *

BUSINESS SCOPE EXTENDED TO NORTHERN AND WESTERN PRC
FURTHER STRENGTHEN PROFITABILITY

(Hong Kong, 20 August 2008) — China Water Indu§€rgup Limited (“China Water Industry” or
the “Group”) (stock code: 1129) today announced itsavholly-owned subsidiary has entered into an
agreement with an independent party (the “Vendalput the acquisition of 100% issued share
capital in Affluent Boom Enterprises Limited(“Affant”).

Affluent is an investment holdings company, anditbsidiaries are involved in sewage treatment
and water supply businesses in China. The wategrceegroup held by Affluent is currently operating
seven sewage treatment plants in Huizhou City, iS@ity, Huidong County, Boluo County of
Guangdong Province and Baoji City of Shaanxi Projrand one water supply plant in Tangshan City
of Hebei Province, which is partially under constion and will commerce operation by next year.
The aggregate sewage water treatment capacityaea80,000 tons per day, and the aggregate water
supply capacity reaches 180,000 tons per day. Tdfegpbefore taxation of Affluent for the year 200
and first half year of 2008 are HK$41,000,000 atR9,730,000 respectively.

The total consideration of the acquisition of A&ht is HK$700,000,000, among which i) as to
RMB30,000,000 having been paid in two phases wiftiindays from the date of the Agreement as
deposit; ii) by issue of the Convertible Bond whtohbe matured in 2012, up to a maximum amount
of HK$585,000,000 to the Vendor on Completion; @dhe remaining balance by way of allotment
and issue of the Consideration Shares at the Rsce.

The Vendor has unconditionally warranted and gueexha consolidated net profit after tax the
Group would obtain from the acquisition during thiet year, the second year and the third year afte
the acquisition shall not be less than RMB40,000,08BMB80,000,000 and RMB120,000,000
respectively, and it shall deposit with an escr@erd the Certificates representing HK$120,000,000
as a guarantee.
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Huizhou, Huidong, Boluo and Sihui in Guangdong #reated at the North-Eastern and
North-Western end of the Pearl River Delta. Withidagrowth in populations as well as economies,
local governments in the area regarded sewagenesatprojects and actively nourished corporations
in the water industry. Sewage treatment fee aatha was RMBO0.86 per ton to RMB1.10 per ton with
sewage treatment scale growing on a stable tratkhé\same time, Baoji City and Tangshan City,
being the industry hubs in the western and nortHeRC, is where locally and internationally
renowned large scale state-owned enterprise armge laumber of private and foreign-invested
companies located. Industrial water usage and sewagtment demand grew by high speed of 35%
to 50% per annum and industrial-use water priamia rising trend. Benefited from such a favourable
environment and various policies, the eight sewagg@tment and water supply projects have a huge
development potential and very good profitability.

Mr. Li Yu Gui, Chairman of China Water Industryjga'Apart from the number of water service
corporations, the water service group controlled Affluent is equipped with strong team of
experienced environmental protection professiondigjonal Grade A standard pollution treatment
facilities, as well as 1ISO9001 environmental projgéesign and sewage treatment operations quality
control certification. This acquisition is a vemportant milestone for China Water Industry as this
raised the Group’s water supply and sewage tredtoagracity to 2,480,000 tons per day and 580,000
tons per day respectively. If the above is addethéovater supply capacity of 3,050,000 tons pgr da
and sewage treatment capacity of 835,000 tons agrofl projects with letter of intent signed in
Shenyang City, Yunfu City, and Geermu City, theakatater supply capacity and sewage treatment
capacity of the Group will reach 5,500,000 tons geey and 1,415,000 tons per day respectively. The
group is getting closer and closer to its goalttdiaing water supply capacity of 10,000,000 toes p
day and sewage treatment capacity of 2,000,000genday. Furthermore, the Group has successfully
expanded its water business network to western rmorthern PRC, and gradually became a
nation-wide influential water service group. We lvaittively pursuit and acquire more quality water
service projects to strengthen the Group’s profitstand bring better return to shareholders.”

- End -

About ChinaWater Industry Group Limited (stock code: 1129)

China Water Industry Group Limited is set to becareader in China’s water investment and operadimh management
industry. The Group has been actively tappingwhger industry in China during these years. Rdgetite Group has
progressively acquired all or part of the interestthe water supply and/or sewage treatment pt®jecYichun City and

Yingtan City of Jiangxi Province, Dangshan CounftyAahui Province, Jinan City of Shandong Provindiexiang County

in Jining city of Shandong Province, Linyi City 8handong Province, Shangqiu City of Henan ProvamegkDanzhou City
of Hainan Province. With a wealth of professionanagement team comprising experts of city constmicnd water

infrastructure investment, operation and managentkatGroup has also forged close cooperativeioaktip with many

leading water facilities construction and desigteggrises in China.

For pressenquiries :
Srategic Financial Relations (China) Limited

Mr. Marcus Keung Tel: (852) 2114 4967marcus.yeung@sprg.com.hk
Ms. Arlene Wong Tel: (852) 2864 489%rlene.wong@sprg.com.hk
Ms. Amanda Xu Tel: (852) 2864 486@manda.xu@sprg.com.hk




China Water Industry Group
Acquisition of Eight Sewage Treatment and Water Supply Projects

20 August 2008

List of sewage treatment and water supply projects under Affluent

Project name| Location Term of Daily water
operation | supply/ sewage
treatment
capacity
Sewage treatment projects
Da Xin Baoji City, |25years | Approximately Baoji City in western central Shaa
_ Province comprises 9 counties and 3 dist
Waterworks |Shaanxi 38,000 tons of total area 18,000 sq. km. and ha
M anagement |Province population of 3,670,000
(Bagji) Co Baoji has a strong industrial foundation,
" state-owned enterprises, rural enterprigeh
Ltd. multi-investor enterprises gaining strer
since the country started to reform and ¢
its economy
Economic growth has fuelled demand
sewage treatment
Boluo Boluo 22 years Approximately Bolo County is in southeastern Guangd
. Province, at the northeastern end of the |
Municipal |County, 30,000 tons River Delta and on the northern shore mi
City Sewage |Guangdong and downstream Dongjiang river
Treatment |Province The county spans 2,795 sqg. km. and h
population of 1,200,000.t lis one of th
Co., Ltd. modern industry and agricultural bases
Guangdong with vision transcend
boundary. In 2007, it boasted a t
domestic product of RMB19.81 billion
value
Rapid economic and population growth
areas along the Dongjiang river has e
discharge of untreated sewage into the
causing serious pollution. Thus, construc
of the sewage treatment plant is neceg
and urgent
Huidong  |Huidong 22 years | Approximately Huidong County is in Daya Bay aitked Se
.. Bay, neighboring the Shenzhen Spe
Municipal  County, 40,000 tons Economic Zone and Shantou Spe
Pingshan Guangdong Economic Zone. It is a major transporta
Sewage Province hub and product distribution center
eastern Guangdong Province
Treatment It is a major city on the ocean shore \
land spanning 3,535 sq. km. and
E?;:tory Co., population of 730,000. In 2007, its td

domestic product value reached RMB1]
billion
Pingshan Sewage Treatment Plant proje
the first local sewage treatment plant
Huidong
The sewage treatment plant will not g
help to improve water quality downstre
West Lake but will also help to enhance
general environment and ecolog
well-being of areas surrounding Huidg

County
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Huizhou No.
4 Sewage
Treatment
Co,, Ltd.

Huizhou City,
Guangdong
Province

25 years

Approximately
30,000 tons

Shuikou Town, Huicheng District is
eastern part of Huizhou City, neighboring
Huizhou Airport in the south and t
Huizhou city area in the west. It is a
development focus of Guangdong Provin
It has a total area of 120 sg. km. an
population of 100,000

The  arrival CNOOC and Sh
Petrochemicals Company and their proje
the town has brought its development
environmental endeavors under the spotl
The revised overall ph of  Shuiko
predicts notable population and indus
growth for the town, which will lead to qui
increase in sewage discharge

A new sewage treatment plan will help
address effectively the problem of pollut
resulting from economic prosperity

Huizhou No.
6 Sewage
Treatment
Co,, Ltd.

Huizhou City,
Guangdong
Province

22 years

Approximately |

30,000 tons

Huizhou City is in southeastern Guangd
Province and the northeastern end of
Pearl River Delta. It neighbors Daya Bay
the south and Honigong and Shenzhen. It
the home of two statievel developmet
zones, namely the Daya Bay Economic
Technological Development Zone &
Huizhou Zhongkai Htech Developme
Zone

It has an area of 11,200 sq. m. and a
population of 2,600,000

Currertly, there is no central processing
sewage in Jiangbei and Qiaodoagd thg¢
sewage collection engineering project
Hengjiangli has yet to be completed

ght

Sihui City
South China
Waterworks
Development
Co,, Ltd.

Sihui City,
Guangdong
Province

20 years

Approximately
50,000
tons

Sihui Urban
City Sewage
Treatment
Co., Ltd.

Sihui City,
Guangdong
Province

30 years

Approximately
30,000
tons

Sihui City is in centralvestern Guangdol
Province, on the northwestern brim of
Pearl River Delta and downstream

Xijiang, Beijiang and Suijiang rivers

It spans 1,163 sq. km. and has a popul
of about 440,000

Rapid gowth of the population, tertia
industries and other industries in the city
resulted in surge of urban household sev
and industrial waste water discharge
Having an urban sewage treatment plar
the city will effectively alleviate pollution

sections of the Suijiang and Longjiang riv
Sewage will be collected within t
boundary of Suijiang in the south and
urban area of Sihui city in the east and

and City Parkalso in the west, covering
total area of about 31 sg. km. anc
population of 235,000

ers
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Water supply projects

Tangshan  |Lacting harboInfinite Approximately Lacting County is in the southeastern pa

City _ _ Tangshan City, Hebei Province. It is ong

Hongxiang front industria 180,000 tons the largest coastal counties in He

Waterworks |Park (P:g)r;g[gtl:iging on its advantage as a Coz:

Co., Lid. Tangshan Cyt county, Laoting habuilt an industrial par

Hebei facing the ocean and so far major ten
Province such as Tangshan Heavy Plat(_a plant

Baoye Coking plant have moved in
Enterprises building facilities there inclug
Shougang steel plant, Tongikemical plan
Xuyang Coking plant, cdl rolled sheet (¢
Tangshan Iron and Steel Co., shipbuild
factories and glacial acetic acid factories
Water consumption in 2008, 2009 and 2
is estimated at 22,360,000 tons, 42,210
tons and 63,750,000 tons respectively

Da Xin Huizhou City, |30 years | Approximately Fixed annual income of RMB](300,000 fo
provision of management and technolog

Waterworks |Guangdong 38,000 tons consultancy

M anagement|Province

(Huizhou)

Co., Ltd.

and



