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Supply and Demand of Water Supply Market

Supply

Total Supply

During 2001-2006 periods, the total water supply in China witnessed an overall 15.98% increase from 46.9
billion m®in 2006 to 54.048 billion m® in 2006, with growth rate up to 7.65% in 2006. The figure, however,
dropped dramatically by 7.14% to 50.19 billion m*.

Whole-Year Urban Water Supply in China, 2001-2007 (100mIn m®)
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During Jan-Aug. 2008, sales revenue of China’s water supply industry grew 10.74% to CNY50.23 billion,
number of industry players rose 63 to 1, 760. However, the sales revenue concentration ratio of top 4
enterprises edged down 0.5 percentage points to 11.26% over the same period of previous year, while

profit concentration ratio of top 4 enterprises rocketed 163.02 percentage points to 246.47%.
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Nanhai Development Company Limited

Development Strategy

Water supply volume grows on geographical advantage and water supply market expansion

Nanhai Development Company Limited is located in Nanhai district, Foshan city, Guangdong province. The
Nanhai district’'s economy has experienced a rapid growth and is expected to continue the strong momentum
in the future, and demand for water supply there will also maintain a compound annual growth rate of 4%. The
water supply increment (estimated 40, 000 m® per day) in 2008 was mainly from water supply to Xiaotang (a
town in Nanhai district) and indirect water supply to part of Lishui (a town in Nanhai district). The increment in

2009 is mostly from indirect water supply to entire Lishui town.

Share of Nanhai Development Company Limited in Nanhai District’'s Water Supply Market
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Unique water supply model and water supply by pipeline network connections

The company’s 85% of water supply is achieved by indirect water supply system, i.e. the company supply
water to waterworks in some towns and charge water rate from these waterworks which then charge water rate
from end users. This model can ensure the company’s cash inflows. Besides, the company has its Guicheng
Waterworks’ water supply pipeline network connected with that of Nanhai's No. 2 Waterworks, which can help

it better control water supply and balance pipeline network’s hydraulic pressure.
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Water Supply Structure of Nanhai Development Company Limited, 2007

Residents T
4% 6%

fal administrations
2%

Business
%

Indirect Water Supply
85%

Source: Century Securities Co., Ltd

Limited impacts from cost increase

Tap water production cost is mainly from electricity charge, depreciation, labour force, amortization and
pipeline maintenance. The company controls the cost principally by improving management and supplying
water by pipeline network connections so as to ease the pressure brought by cost increase. Overall, the cost

increase has only a limited impact on company’s performance.

Cost Structure of Nanhai Development Company Limited, 2007
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Operating Performance

Main Business Income and Net Profit of Nanhai Development Company Limited, 2004-2008Q3

Year 2004 2005 2006 2007 2008Q3
Main Business Income (Yuan)|272391240(318873725(367558950(411924732(313399299.9
Net Profit (Yuan) 71516877 77520803 86268679 92855476| 81786280.6

Source: Nanhai Development Company Limited

The sales revenue of the company rose 11.7% to CNY410 million in 2007, 89% of which was generated by tap
water production and supply, 7% by sewage treatment operation and 4% by power generation through burning
garbage. From the first to third quarter of 2008, sales revenue and net profit rose respectively 1.36% and

10.7% to CNY313 million and CNY81.786 million, but operating profit fell 7.07% to CNY110.265 million.

Sales Revenue Structure of Nanhai Development Company Limited, 2007
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Sales Profit Structure of Nanhai Development Company Limited, 2007

L

91%

O Tap Water Production and Supply
B Sewage Treatment Operation

O Power Generation by Burming Garbage

Source: Nanhai Development Company Limited



Hesearnlllllcllila China Water Supply Market Report, 2008

www.researchinchina.com

— Related Reports

® China Sewage Treatment Industry Report, 2008
http://www.researchinchina.com/htmlis/Report/2008/5427 .ntml

® China Drinking Water Market Report, 2008-2009 (Updated Version)
http://www.researchinchina.com/Htmls/Report/2009/5645.html

® China Milk Market Report, 2008-2009
http://www.researchinchina.com/htmlis/Report/2009/5640.html

® China Apple Juice Concentrate Industry Report,2008
http://www.researchinchina.com/htmlis/Report/2008/5354.html

® China Green Food Industry Report, 2008
http://www.researchinchina.com/htmlis/Report/2008/5311.html

® China Food and Beverage Industry Report, 2008
http://www.researchinchina.com/htmls/Report/2008/5555.html

® Investment Report of China Food and Beverage Industry, 2000-2008
http://www.researchinchina.com/htmlis/Report/2008/5443.html

® China Solar Water Heater Market Report, 2008
http://www.researchinchina.com/Htmls/Report/2008/5398.html

® China Solid Waste Treatment Industry Report, 2007-2008
http://www.researchinchina.com/htmls/Report/2008/5414.html
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About ResearchInChina

ResearchInChina (www.researchinchina.com) is a leading independent provider of China business intelligence. Our
research is designed to meet the diverse planning and information needs of businesses, institutions, and professional
investors worldwide. Our services are used in a variety of ways, including strategic planning, product and sales

forecasting, risk and sensitivity management, and as investment research.
We have over 500 clients worldwide, including the largest commercial and investment banks; insurance companies;

research institutions; financial services firms; mutual funds; manufacturers; utilities; and industrial and technology

clients.

About InvestToChina

As a connection between global investors and China’s fast-growing enterprises, InvestToChina.com provides the latest
and overall market news about China, as well as a full range of professional services, including Research, Consulting,

Due Diligence, and other investment services.

InvestToChina.com offers subscription products for investors, including the China Investment Press, Market Weekly,
Market Monthly and Market Quarterly on various industries. China Investment Press describes timely investment trends
in China. Market Weekly (Monthly and Quarterly) is the important step to understand the investment potential in China

market.

Address: 1102-1105, Tower B, Cai zhi International Building,
Zhongguancun East Road No.18, Haidian District, Beijing,
Post:100083

Tel: 0086-10-82600828, 82600893

Fax: 0086-10-82600829

Mail: report@researchinchina.com
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