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CORPORATE
PROFILE
HRNREEN

China Lesso Group Holdings Limited is a leading large-scale industrial
group that manufactures building materials and interior decoration
products in mainland China. It is listed on the main board of The Stock
Exchange of Hong Kong Limited (stock name: China Lesso, stock
code: 2128). China Lesso is one of the constituent stocks of the Hang
Seng Composite Index — MidCap and has been covered by Hong Kong
Stock Exchange’s Stock Connect, and so is tradable under the pilot
scheme of Shanghai-Hong Kong Stock Connect. The Group provides
over 10,000 types of quality products, including plastic pipes and
pipe fittings, sanitary ware products, integrated kitchens, systems
of doors and windows, decorative plates, fire-fighting equipment,
and sanitary materials, etc. They are widely applied to such fields
as interior decoration, water supply, drainage, power supply and
telecommunications, gas transmission, agriculture, aquaculture,
floor heating and fire services. The Group is positioned as one of the
manufacturers who offer the most comprehensive range of building
materials and interior decoration products in China.

The Group has 22 advanced production bases in 16 provinces, namely
Guangdong, Guizhou, Sichuan, Hubei, Jiangsu, Anhui, Zhejiang,
Henan, Hebei, Heilongjiang, Jilin, Shaanxi, Xinjiang, Hainan, Yunnan
and Shandong. The Group has established a nationwide sales network
and has also developed long-term strategic partnerships with 2,150
independent and exclusive first-tier distributors to provide quality
and comprehensive products as well as professional services for
customers.
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FINANCIAL
HIGHLIGHTS
HRNREEN

eX o e o d3o, ve 30, Me 31 December
goed3edononOa 60 300 120310 Change
2017 2016 2017 2016 oo
(wo00) 0oooooo
Revenue oo WP77,047 7,325,116 22.6%
Gross profit oad 2,461,304 2,183,486 12.7%
Finance costs nooo 9057 41,511 138.4%
EBITDA 00oo0O000o 1637 1,511,389 8.4%
Profit before tax goooao 1,224,674 1,183,620 3.5%
Profit for the period oooa 950,673 908,435 4.6%
Profit attributable to owners of gooooo
the Company ogooo 971,042 912,380 6.4%
(wo00) 0oooooo
Total assets gooao 25,1 w’,427 22,195,286 13.5%
Cash and bank deposits goooooo 4,357,440 3,885,683 12.1%
Total debts® oooge 7,305,336 4,694,561 55.6%
Net debt® gooo® 2,?47,1 6 808,878 264.4%
Total equity gooao 12,0:.5,373 11,537,672 4.7%
ool v te (K™ D00mMOOoOo
Basic and diluted earnings per share® ooDooooooge 0.31 0.29 6.9%
Equity attributable to owners of ooDooDoooo
the Company per share oooo 3.0 3.62 5.048670034902832112
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MANAGEMENT DISCUSSION

P r °

China Lesso is a leading large-scale industrial group that manufactures
building materials and interior decoration products in mainland China.
The Group has 22 advanced production bases in 16 provinces which
support its nationwide sales network. The Group endeavours to
enhance its strategic business presence and distribution and sales
network, offering a comprehensive range of diverse, quality products
and sales services.

Quality products, strong brand influence, advanced technologies in
research and development and a wide sales network have reinforced
the Group’s market leadership in China, especially southern China. In
recent years, the Group has been actively developing business in other
local markets and overseas markets. In addition to steadily enhancing
the core business of pipe manufacturing, the Group has capitalised
on the trends of the market by further expanding its new business
of building materials and interior decoration products. Such products
include systems of doors and windows, sanitary ware products and
integrated kitchens. As a result, the Group is able to provide customers
with one-stop services, and building materials and interior decoration
products with high performance-price ratios.

The five letters of LESSO represent our corporate philosophy of “Link,
Easy, Safe, Share, and Open”, symbolising the Group’s commitment
to create a relaxing life for dwellers. Over the years, China Lesso has
strengthened its premium brand position and has gained recognition,
winning numerous quality certificates from the state and professional
institutes as well as such awards as China First-choice Brand of Green
Buildings 2016 and Top Ten China Plastic Enterprises of Light Industry.
Our leading brand position fully demonstrates the Group’s strength
in product research and development and excellent product quality,
laying a solid foundation for the Group in mainland China and overseas
markets for further expansion of China Lesso’s sales network.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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During the period under review, China’s economic growth exceeded
expectations. As the country pressed ahead with the supply-side
reform, its economic growth has become steadier. The Chinese
government continued to commit more support to the country’s
infrastructure and, as a result, a number of construction projects
and major hydraulic engineering projects were started. Specifically,
construction of underground pipeline utility tunnel accelerated, and a
new type of urbanisation was being pursued, thus boosts the higher
demand for plastic pipes and pipe fittings.

To promote the modernisation of agriculture and construction of a new
type of rural villages, the plan for “Beautiful Villages” was proposed
at the Fifth Plenum of the 16th Central Committee of the Communist
Party of China (“CPC”) with the aim of constructing sustainable rural
villages with scientific planning, advanced production, prosperous
life-style, and agreeable living and working environment, and of
stepping up its efforts in rural ecological construction, environmental
protection, and comprehensive improvement. Included in its efforts
was the construction of such infrastructure as water supply, power
supply, gas supply, drainage ditch, sewage collection pipe network
and sewage treatment so as to advance the integration of urban and
rural communities. Strengthening rural infrastructure construction
was also prioritized among the tasks of the year in the 2017 Report
on the Work of the Government by the State Council, which promised
to increase water supply to better ensure access to safe drinking
water, intensify efforts to renovate dilapidated houses, improve the
rural living environment, and construct beautiful villages. The relevant
construction planning has added impetus to the growth in demand
for plastic pipes and pipe fittings, thus boding well for the relevant
prospect.

China Lesso Group Holdings Limited 000000000000
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

r""MO R te L ¥ g

During the period under review, the Chinese government steadily
implemented the construction of “Underground Pipeline Utility Tunnel”
and carried out the scheme of “Sponge City”, creating favorable
conditions for the application of plastic pipes. As of April 2017, under
the pilot project of Underground Pipeline Utility Tunnels, construction
of 687 kilometers of the tunnels were started, with 260 kilometers
of tunnels constructed and more than RMB40 billion invested.
Meanwhile, under the pilot project of Sponge City, the 420 square
kilometers of such kind of cities were constructed, with approximately
RMB54.4 billion invested. In China, 370 cities have put forward special
plans for the construction of Sponge City. In May 2017, the Ministry of
Housing and Urban-Rural Development and the National Development
and Reform Commission jointly published “13th Five-year Plan for
Construction of National Urban Municipal Infrastructure”, which aimed
at having 2% of the total lengths of urban streets and roads built with
underground pipeline utility tunnels by the year 2020; and having
20% of the area of the cities constructed to meet the requirements
of Sponge City by the same year. In April 2017, the State Council set
up Xiongan New Area which features the Underground Pipeline Utility
Tunnel as an example. The market estimated that the budget for the
project will reach RMB100 billion.

“13th Five-year Plan for Construction of National Urban Municipal
Infrastructure’also stipulated the national development goals, planning
tasks and key projects in respect of infrastructure such as water
supply, heat supply and flood control and drainage. Under such plans,
93,000 kilometers of new water supply pipe-networks and 95,000
kilometers of new sewage pipe-networks will be constructed; 23,000
kilometers of old sewage pipe-networks will be renovated; 41,000
kilometers of new centralised heating pipeline network will be built;
137,000 kilometers of pipes for transmission of gas and 112,400
kilometres of urban storm drainage pipe-networks will be constructed.
In addition, since June 2017, severe floods have afflicted 12 provinces
in China, including Hunan, Jiangxi, Hubei, Sichuan, and Guizhou, and
restoration of infrastructure in such disaster-hit areas is underway. The
foregoing large infrastructure construction projects will drive both the
new type of urbanisation and regional economy, and will satisfy the
basic needs of people’s livelihood. They will also generate enormous
demand for pipes, which presents opportunities for the pipe industry.

000000 Oo0oo
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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2017 is a critical year for the implementation of the‘“Action Plan for
Prevention and Control of Water Pollution” and the progress in certain
phases of the plan as it is driven by policies and market demands. The
recently amended Water Pollution Prevention and Control Law of the
People’s Republic of China stipulated and urged the fulfillment of the
responsibilities of local governments at all levels for ensuring water
guality in the environment. Moreover, on 8 June 2017, the Ministry
of Environmental Protection issued the List of Pipeline Projects of the
Central Government’s Water Pollution Prevention and Control Projects
for 2017, which listed over 3,300 specific engineering projects which
call for a total investment of approximately RMB300 billion. According
to the Ministry of Environmental Protection, it will require a total
investment of approximately RMB4.6 trillion to complete the “Action
Plan for Prevention and Control of Water Pollution”, and the increase
in investment in sewage treatment is estimated to add approximately
RMB1.9 trillion of output value for the environmental protection
industry.

In the 1H 2017, local governments in China continued with the
administrative measures to regulate the real estate industry, subjecting
more cities to such measures. The governments of the first- and
second-tier cities imposed housing price controls, and those in the
third- and fourth-tier cities pressed ahead with the policy of inventory
clearance. This resulted in deceleration of growth in property
investment. The slowdown in real estate investment led to a sluggish
market in building materials and interior decoration products in the first
half of the year. However, with the deepening of the supply-side reform
and the implementation of the new-type of urbanisation, the decoration
of new flats and refurbishment of second-hand flats has created new
opportunities for the building materials and interior decoration industry.

During the period under review, China furthered its cooperation with
countries covered by its Belt and Road Initiative in infrastructure
construction and trade. On top of this, the Chinese government
stepped up its efforts to increase investment in various industries so
as to facilitate trade. It also strengthened financial cooperation with
the relevant countries to facilitate financing. As a result, the overseas
businesses have become the growth drivers for Chinese enterprises.
Many countries and regions covered by the Belt and Road Initiative
are still at the early stage of urbanisation and thus there is still huge
potential for infrastructure construction. This will generate substantial
demand for plastic pipes and pipe fittings, building materials, hardware,
and electrical equipment.

China Lesso Group Holdings Limited 000000000000
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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The plastic pipes and pipe fittings business has always been the
principal business of China Lesso. During the period under review,
the business maintained its robust growth momentum as the Group
proactively secured various infrastructure and livelihood projects from
the government which boosted sales of plastic pipes and pipe fittings
products. Moreover, the Group proactively participated in real estate
projects in China to drive the building materials and interior decoration
business. As of 30 June 2017, the Group’s revenue increased by 22.6%
year-on-year to RMB8,977 million (1H 2016: RMB7,325 million).

The table below sets out the breakdown of revenue by business unit
for the six months ended 30 June 2017 and 2016:

000000 Oo0oo
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gooboooooooooooboooooan
ooooboz2o0170e03000D0DOODOOOOO
00226%000089.770 00O 20160 O O
ooooov3.2500mm

oobO000zoi17ro0Oz2016060300000
oooooooooooao

Re ¥ %eiled e ¥
oo 0000%
2017 2016 2017 2016
o, RMB million Change
pooooao oooooo oo
Plastic Pipes and Pipe ooooooo
Fittings 603 6,605 21.7% 5% 90.2%
Building Materials and gooooao
Interior Decoration
Products 560 406 37.7% 6.3% 5.5%
Others? oo* 37 314 21.0% 4.2% 4.3%
Total oo x,;?77 7,325 22.6% 100.0% 100.0%
# “Others” includes businesses of environmental engineering and other related # ooomooobooooooooooooon

services, financial services and others.

As at 30 June 2017, the number of independent and exclusive first-
tier distributors of the Group across China increased to 2,150 (1H
2016: 2,135). While continuing to focus its marketing efforts on
southern China, the Group took initiatives to develop other regional
markets. In particular, the production base in Hunan which has come
close to completion and will commence operation in the 2H 2017, is
expected to consolidate the Group’s presence in the local market.
Furthermore, the Group remained committed to improving the facilities
at its production bases, namely by increasing the automation level
and upgrading production technology and equipment there. During
the period under review, revenue from southern China and those from
other regions accounted for 58.1% and 41.9% respectively (1H 2016:
60.2% and 39.8%, respectively) of the Group’s total revenue.

oooooo

Ooo0z2017v0e603000000D00ODOOOO
oo00oooO0oO0oooo0n2z1s00d201600
obOoo0zass0o@mooooOooooocooaon
oooooOoOOOoOoOoOoOoocooooooOoao
ooooooOooOOoOoooooooboobooaon
02017000000D0O0O0OCOOODO
oooooDOOoOOOOoOOoOoOooooooo
ooooooOoOO0OO0OO0OO0oO0oOoOooooao
ooooooOoOOOOO0OO0OOOOoCooao
ooooooooOOOOoOoOoOoooobooao
0000D058.1%041.9%1 20160 0000
60.2%0 39.8%[1]
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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The table below sets out the breakdown of revenue by region for the 00OO00oOo2017002016060300 000
six months ended 30 June 2017 and 2016: ooo0oboOOooDbooooOo
Re ¥ %eiled e ¥
oa 00dd%
2017 2016 2017 2016
Region* o, RMB million Change
go# gooooo O0Oooooo oo
Southern China oo 5,215 4,406 18.4% 5:41% 60.2%
Southwestern China oo 50 698 23.2% 2.6% 9.5%
Central China oo 906 800 13.3% 10.1% 10.9%
Eastern China 00 624 406 53.7% 6.2% 5.5%
Northern China oo 54 429 36.1% 6.5% 5.9%
Northwestern China 00 Pt 235 27.3% 3.3% 3.2%
Northeastern China oo 17 112 59.5% 2.0% 1.5%
Outside China oooao 310 239 29.8% 3.5% 3.3%
Total oo w977 7,325 22.6% 100.0% 100.0%
# Details of the scope of coverage of each region are set out in note 3 to # 000000000000 D0O0D0O0OO0O0O00n
condensed consolidated financial statements. 0ooasgd
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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PLASTIC PIPES AND PIPE FITTINGS BUSINESS

The Group offered a comprehensive range of quality plastic pipes
and pipe fittings, which can be applied in the fields of water
supply, drainage, power supply, communications, gas transmission,
agriculture, aquaculture, floor heating and fire services. During the
period under review, revenue from the plastic pipes and pipe fittings
business increased by 21.7% year on year to RMB8,038 million from
RMB6,605 million for the same period last year, accounting for 89.5%
of the Group’s total revenue (1H 2016: 90.2%).

The table below sets out the breakdown of revenue from plastic pipes
and pipe fittings business by product application for the six months
ended 30 June 2017 and 2016:

000000 Oo0oo

UU0O0OOooo
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ooooODOO0OO0OO0OOoOooooboobooboOoO
oo0oo0obO000b00e66.05000021.7%0
oooso3sndbOoOnOnOnOnOOnOsssr
0201600 00 0O 90.2%[M

oO00O0000201700201606030000
oooboo0ooo0ooooooobooooon
oooad

Re ¥ %eiled e ¥
oa oooo0%

2017 2016 2017 2016

o, RMB million Change

gooooo O©oooooo oo
Water supply oo 3,07 2,643 16.8% 3.04% 40.0%
Drainage 00 3,133 2,541 23.3% 3%.0% 38.5%

Power supply and goooooao
telecommunications 1,431 1,126 27.0% 17..5% 17.1%
Gas transmission oooo 135 75 81.1% 1.7% 1.1%
Others* oo* 252 220 14.3% 3.1% 3.3%
Total oo 003y 6,605 21.7% 100.0% 100.0%
# “Others” includes agricultural applications, floor heating and fire services. e oo oooopoooooo
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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PLASTIC PIPES AND PIPEFITTINGS e © ¥ d
The table below sets out the breakdown of average selling price, sales

volume, and revenue from plastic pipes and pipe fittings business by
product material for the six months ended 30 June 2017 and 2016:

e‘ueg_“'.-e @es."e Re ¥
gooo oo oo

2017 2016

2017 2016 2017 2016 R‘” RMB
X" RMB Change 0t Tonne Change -0 million Change
gooo oooo og 0 0 o oooooo oooooao oa
PVC products PVCO O 7,529 6,991 9.1% 702,115 626,413 12.1% 5,357 4,379 22.3%
Non-PVC products®  OPVCODO* 15,P d 15,654 2.1% 167,766 142,198 18.0% 2,64 2,226 20.4%
Total 0o ? 240 8,593 75%  hed 768611 13.2% 03, 6,605 21.7%

1 0 China Lesso Group Holdings Limited 000000000000



MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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BUILDING MATERIALS AND INTERIOR DECORATION PRODUCTS

The Group captured the opportunities in the country’s new type of
urbanisation by actively developing the business of building materials
and interior decoration products. Such business provides various types
of integrated building materials and interior decoration products as well
as the solutions for a diverse range of residential property projects. The
products include sanitary ware products, integrated kitchens, systems
of doors and windows and decorative boards, etc. Revenue from this
business unit increased by 37.7% year on year to RMB560 million
(1H 2016: RMB406 million), accounting for 6.3% of the Group’s total
revenue.

The Group will take effort to widen the product range of this business
unit, which is expected to remain as one of the highlights in the
Group’s sales in the future and will gradually account for a higher
proportion of the Group’s total revenue.

ENVIRONMENTAL PROTECTION BUSINESS

To capitalise on the Chinese government’s environmental initiatives,
the Group diversified into environmental protection business. The
Group is operating projects in municipal sewage, river treatment, soil
restoration, “Underground Pipeline Utility Tunnel” and “Sponge City”
as well as the production and sales of integrated water purification
equipment.

As a supplier of plastic pipe and pipe fitting products, the Group
can satisfy the demand for plastic pipes and pipe fittings from such
projects. Therefore, the environmental protection industry will bring
long-term commercial synergy to the Group’s plastic pipes and pipe
fittings business. The Group is committed to becoming a one-stop
environmental service provider so as to contribute to the green life of
residents.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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CAPITAL EXPENDITURE

The capital expenditure for the 1H 2017 was approximately RMB1.50
billion, which was partly used for, among others, automation
equipment upgrades, expansion of the existing production bases,
construction of a production base in Hunan and acquisition of overseas
properties.

The Group continued to promote production automation technologies
to make its pipe production fully mechanised. This is aimed at
improving the capacity and quality of the production. During the period
under review, the Group’s annual designed capacity for the production
of plastic pipes and pipe fittings increased to 2.24 million tonnes from
2.20 million tonnes in 2016, with a capacity utilisation rate of 80.3%.
When the production base in Hunan is put into operation in the 2H
2017, the 2017 total annual designed production capacity is estimated
to increase by 100,000 tonnes to 2.30 million tonnes.

China Lesso Group Holdings Limited 000000000000

UU0O0OOooo

oogo

201y00C000000000O00015000
oooooOoOO0OO0OO0OOoOooocoboooooOOoan
oooooOoOOoOoOoOooooooooooan
oooooo

oooooOO0OO0OO0OO0OO0oOoOooCcooooooao
ooooOoOOOOoOoOoOoOoocbooobooOoOoao
oooooOoOOOoOoOoooocooooooan
OO0oOoOOoOoOOoOOoOOoOObOOboobo20160022000
002240000000000080.3%00
oo00ooooO0oOoooozolyODooooOoan
ooO0oO0oooozolyOOooooOOOOooOoOO
logo0ooz3oc00



MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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In the 1H 2017, China’s economy stabilised and showed signs of
improvement and this development is expected by the market to gain
momentum in the second half of the year. Nevertheless, structural
problems accumulated in the country’s economy remain pronounced
while foreign economies remain unstable and uncertain. As a result,
downward pressure on the economy still cannot be underestimated.
The Group remains cautiously optimistic about its business prospect
and will adopt the following initiatives in actively developing building
materials and interior decoration products and environmental
businesses while further consolidating its plastic pipes and pipe fittings
business. Such initiatives can fuel its sustainable business growth in
the future.

EXPAND PRODUCTION CAPACITY AND IMPROVE PRODUCTIVITY

The Group has been aligning capacity expansion with its development
and actual needs to meet market demand. For the existing production
bases, the Group will further improve machinery and ancillary
equipment, promote automation and accelerate the production
process, so as to expand production capacity and improve productivity.
Meanwhile, the Group is preparing to put its production base in Hunan
into operation which is scheduled for the second half of this year.

PRESS AHEAD WITH R&D TO IMPROVE PRODUCT QUALITY

Profound changes have been happening in China’s building materials
and interior decoration products industry, and the upgrading of the
industry is the direction of the development. To adapt itself to this
trend, the Group will strive to enhance its competitiveness in the
research and development of products and technologies, accelerate
the transformation and the upgrading of its businesses, and proactively
expand its distribution network and market coverage. With a leading
R&D team in place, the Group will step up investment in innovations
and R&D, focusing on cutting-edge technologies in the building
materials and interior decoration products industry to secure its
technological leadership among peers with an aim of offering a diverse
range of quality products to the customers.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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DEVELOP ENVIRONMENTAL PROTECTION BUSINESS TO ACHIEVE SYNERGIES

Environmental policies adopted by the Chinese government under
the 13th Five-year Plan have presented immense opportunities for
the environmental protection industry to tap a vast market with
huge potential for growth. The Group will aggressively develop
environmental business while continuously improving its operation,
technology, qualification and project management practices. The Group
will exert itself to foster new growth drivers to pursue cross-segment
synergies and income diversification.

DEVELOP “LESSO HOME" BUSINESS

The Group has purchased or leased properties in major cities in the US,
Canada, and Australia for developing “Lesso Home” business in future.

1 4 China Lesso Group Holdings Limited 000000000000

UU0O0OOooo
000o00000000o0o0

o0O0O00oooOooO0o0oOmooobooooboao
oooooOoOO0OO0OO0OO0oOoOoocooooOooOooOao
oooooOoO0OOOoO0OOoOoOooCcoooooOooao
oooooOoO0OOO0OO0OOoO0OOooCcooooOooOooao
oooooOOOO0OO0OOoOOooCcooooOooOOoo
ooo0oooOoooooooooon

gbobooooboomo

ooooOoOOoOOoOoO0oOoOooocobooboobooo
obooO0ooooO0ooOooOoooboboooboOooo
omooooo



MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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For the six months ended 30 June 2017, benefited from the strong
demand for the plastic pipes and pipe fittings, the Group’s revenue
increased by 22.6% year-on-year to RMB8,977 million (1H 2016:
RMB7,325 million). The gross profit rose by 12.7% to RMB2,461
million (1H 2016: RMB2,183 million), with gross profit margin dropped
by 2.4 percentage points to 27.4% (1H 2016: 29.8%).

The Group recruited more staff for business expansion and tapping
into new markets. This resulted in a corresponding increase in
expenditure, including staff costs, marketing and promotion expenses.
Nevertheless, the Group effectively managed its overall cost and
enhanced operation efficiency through economies of scale and
improvement in the utilisation rate of production facilities, so as to
respond and reduce the pressure which stemmed from rising costs.
These measures have contributed to the sustainable development and
healthy profitability of the Group. EBITDA was RMB1,638 million (1H
2016: RMB1,511 million), representing an increase of 8.4% year-on-
year and the EBITDA ratio was 18.2% (1H 2016: 20.6%; full year of
2016: 18.1%) in the 1H 2017.

The Group’s effective tax rate decreased to 22.4% during the period
under review (1H 2016: 23.2%). Profit before tax increased by 3.5%
year-on-year to RMB1,225 million (1H 2016: RMB1,184 million) while
profit attributable to the owners of the Company increased by 6.4% to
RMB971 million (1H 2016: RMB912 million). Basic earnings per share
increased by 6.9% year-on-year to RMBO0.31 (1H 2016: RMBO0.29).
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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The Group continued to adopt prudent financial policies. Finance,
fund utilisation and fund raising activities of the Group are subject to
effective centralised management and supervision. The Group keeps
reasonable gearing level and adequate liquidity.

As at 30 June 2017, the Group had total debts (i.e. total borrowings)
of approximately RMB7,305 million, of which 69.6% was denominated
in US dollar, 17.6% was denominated in HK dollar, 8.1% was
denominated in Renminbi, 4.6% was denominated in Australian dollar
and 0.1% was denominated in Canadian dollar. The Group’s borrowings
are subject to effective interest rates ranging from 1.85% to 4.99% per
annum with maturity periods ranging from within one year to more than
five years.

As at 30 June 2017, the Group’s current assets and current liabilities
were approximately RMB10,984 million and RMB8,096 million
respectively. The Group’s Current Ratio increased to 1.36 from 1.03
as at 31 December 2016, while the Quick Ratio increased to 0.98 from
0.75 as at 31 December 2016. The Group’s total equity increased to
approximately RMB12,085 million. The Group’s Gearing Ratio stood at
a healthy level of 37.7%.

With cash and bank deposits, including restricted cash, of
approximately RMB4,357 million as well as unutilised banking facilities,
the Board considers that the Group has sufficient working capital for its
operation and future development.

The Group had no material exposure to foreign exchange fluctuation
and no hedging has been arranged during the period.

China Lesso Group Holdings Limited 000000000000
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
OO00D0O00O0Oooo

e ﬁ @)l S

As at 30 June 2017, certain of the Group’s available-for-sale
investments with an aggregate net carrying amount of approximately
RMB36 million were pledged to a bank to secure the banking facility
granted and this banking facility has not been utilised.

The secured bank loans are secured by: i) the concession rights of a
subsidiary and personal guarantee provided by a shareholder of that
subsidiary; ii) certain commercial bills received by the Group during its
provision of factoring services; and iii) certain receivables from supply-
chain financing services.
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LONG-TERM FINANCIAL INVESTMENTS

As at 30 June 2017, the Group held long-term financial investments of
approximately RMB1,457 million (31 December 2016: RMB823 million).
The investment portfolio comprised of 82.2% listed equity securities
(issued by PRC-based home improvement and furnishings shopping
malls operating company and PRC-based environmental companies),
2.5% listed debt securities, 2.4% listed non-cumulative redeemable
preference shares, 0.6% listed perpetual capital securities and 12.3%
private equity and unlisted securities. Each of these investments has a
carrying amount accounting for less than 5% of the Group’s unaudited
total assets as at 30 June 2017.

The portfolio movement in current period is mainly attributable
to the purchase of approximately RMB800 million listed equity
securities of Red Star Macalline Group Corporation Ltd. (Stock
code: 1528.hk)(the “Acquisition”). Details of the Acquisition can be
found in the Company’s announcement dated 22 March 2017. The
Group recognised a net unrealised mark-to-market valuation loss
of approximately RMB163 million for the reporting period, which,
however, had no impact on the cash flows of the Group.

Income from the portfolio amounted to approximately RMB10
million for 1H 2017 (1H 2016: approximately RMB3 million), of which
approximately RMB4 million (1H 2016: Nil) represented the gain
on disposal of available-for-sale investments and held-to-maturity
investments during the reporting period and the remainder represented
interest income.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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LONG-TERM FINANCIAL INVESTMENTS e & ¥ o

The Group will study the market and information of the prospective
investees cautiously before it makes its investment decisions. The
Group will also monitor the performance of its investee closely and
regularly after purchases and will adjust the investment strategy in
a cautious manner to minimise the impact of market volatility on the
Group as and when necessary.

INVESTMENT PROPERIES

As at 30 June 2017, the Group’s investment properties were
approximately RMB3,517 million, which are under the planning stage of
development.

Save as disclosed above, the Group did not have any significant
investments as at 30 June 2017.

@)l _l]G V| ’ -

As at 30 June 2017, the Group did not have any significant contingent
liabilities.
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As at 30 June 2017, the Group employed a total of approximately
10,000 employees including directors. Total staff costs were RMB391
million during the period. The Group ensures that the remuneration
packages for employees are determined based on their work
performance, professional experience and the prevailing industry
practice. Discretionary year-end bonus may be paid to employees
based on individual performance. Other benefits to employees include
medical insurance, retirement scheme and training programmes.
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CORPORATE GOVERNANCE AND

- Q@ U

The audit committee of the Company has reviewed the accounting
policies adopted by the Group and the unaudited condensed
consolidated financial statements of the Group for the six months
ended 30 June 2017. Such condensed consolidated financial
statements have not been audited but have been reviewed by the
independent auditor of the Company, Ernst & Young, in accordance
with Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified Public
Accountants.
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China Lesso is always committed to maintaining high standards of
corporate governance practices and business ethics of the Group. The
Board believes in good corporate governance practices and business
ethics which are essential for achieving sustainable development,
establishing investors’ confidence in the Company and safeguarding
and enhancing the interests of the Shareholders.

In pursuit of good and high standards of corporate governance
practices, the Board reviews the corporate governance practices of
the Company from time to time so as to meet the expectations of the
Shareholders for continual improvement, comply with increasingly
stringent regulatory requirements and fulfill its commitment of
pursuing excellent corporate governance. In the opinion of the
directors, the Company complied with all the applicable code provisions
of the Code during the period.
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The Company has adopted the Model Code as the code governing
securities transactions by directors of the Company. Having made
specific enquiry to the directors, all of them confirmed that they have
complied with the required standards as set out in the Model Code
throughout the period. The Model Code is also applicable to other
specific senior management of the Company.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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owned by Xi Xi Development and ultimately owned by UBS Trustees (B.V.l.)
Limited, as trustee of a discretionary trust (the “Trust”), the settlor of which
is Mr. Wong Luen Hei (“Mr. Wong”). The discretionary beneficiaries of the
Trust included Mr. Wong and his family members. Both Mr. Wong and Ms. Zuo
Xiaoping are taken to be interested in the said shares of the Company held by
the Trust under the SFO as directors of the Company.

(c) Ms. Zuo Xiaoping is directly holding 2,308,000 shares of the Company. Mr.
Wong is the spouse of Ms. Zuo Xiaoping, and therefore Mr. Wong is deemed
to be interested in all the shares of the Company in which Ms. Zuo Xiaoping is
interested by virtue of the SFO.

(d) These shares related to the same block of shares in the Company as set out
in note (b) above. Ms. Zuo Xiaoping is the spouse of Mr. Wong, and therefore
Ms. Zuo Xiaoping is deemed to be interested in all the shares of the Company
in which Mr. Wong is interested by virtue of the SFO.

Save as disclosed above, as at 30 June 2017, none of the directors or
chief executive of the Company had any interests or short positions in
any shares, underlying shares and debentures of the Company or any of
its associated corporations that was required to be recorded pursuant
to section 352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

20 China Lesso Group Holdings Limited 000000000000
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As at 30 June 2017, the interests and short positions of the directors 02017060300 000000000 OODO
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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As at 30 June 2017, the following persons (other than a director or
chief executive of the Company) had interests or short positions in the
shares or underlying shares of the Company as recorded in the register
required to be kept under section 336 of the SFO:
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UBS Trustees (B.V.l.) Limited Trustee® 2,118,485,000 (L) 68.28%
UBS Trustees (B.V.l.) Limited O O0O®
Xi Xi Development Interests of controlled
corporation® 2,118,485,000 (L) 68.28%
gooo oooooog®
New Fortune Beneficial owner® 2,118,485,000 (L) 68.28%
ooo ooooo®
Note: ooo
(@) The letter “L” denotes the person’s long position in such securities. (@) OO00LMmooOoooooooooo
(b) These shares relate to the same block of shares in the Company as those set (b) 0000000000000 O0ODODDOODODO

out in note (b) in the section headed “Directors’ and Chief Executive’s Interests
and Short Positions in Shares, Underlying Shares and Debentures” above.

The above shares were the same shares as set out under the section
headed “Directors’ and Chief Executive’s Interests and Short Positions
in Shares, Underlying Shares and Debentures” above. Save as
disclosed above, as at 30 June 2017, the directors of the Company
were not aware of any person or corporation (other than the directors
and chief executive of the Company) who had any interests or short
positions in any shares or underlying shares of the Company as
recorded in the register required to be kept under section 336 of the
SFO.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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A share option scheme (the “Share Option Scheme”’) was conditionally
approved by resolutions of the Shareholders on 14 May 2010 (the
“Adoption Date”) for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the Group’s
operations and the summary of terms of such Share Option Scheme
are disclosed in the Company’s prospectus dated 9 June 2010. No
share options have been granted, under the Share Option Scheme
since its adoption.

Eligible participants of the Share Option Scheme (“Eligible Persons”)
include (a) any executive director of, manager of, or other employee
holding an executive, managerial, supervisory or similar position in
any member of the Group, any full-time or part-time employee, or a
person for the time being seconded to work full-time or part-time for
any member of the Group; (b) a director or proposed director (including
an independent non-executive director) of any member of the Group;
(c) a direct or indirect shareholder of any member of the Group; (d)
a supplier of goods or services to any member of the Group; (e) a
customer, consultant, business or joint venture partner, franchisee,
contractor, agent or representative of any member of the Group; (f) a
person or entity that provides design, research, development or other
support or any advisory, consultancy, professional or other services to
any member of the Group; and (g) an associate of any of the persons
referred to in paragraphs (a) to (c) above.

The total number of Shares which may be issued upon exercise of all
options to be granted under the Share Option Scheme and any other
schemes of the Group shall not in aggregate exceed 300,000,000
Shares, representing 9.67% of the issued Shares as at 30 June 2017.
The maximum number of Shares issued and to be issued upon the
exercise of the options granted to any on Eligible Persons (including
exercised and outstanding options) in any 12-month period share not
exceed 1% of the issued share capital of the Company from time
to time. There is no minimum period for which an option must be

22 China Lesso Group Holdings Limited 000000000000



CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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The Share Option Scheme shall be valid and effective for a period of
10 years commencing on the Adoption Date. An offer of the grant of
a share option shall remain open for acceptance by the Eligible Person
concerned for a period of 28 days from the date of the Board approving
the grant of the share options (the “Offer Date”) provided that no such
grant of an option may be accepted after the expiry of the effective
period of the Share Option Scheme. An option shall be deemed to
have been granted and accepted by the Eligible Person and to have
taken effect when the duplicate offer letter comprising acceptance
of the offer of the Option duly signed by the grantee together with a
remittance in favour of the Company of HK$1 by way of consideration
for the grant thereof is received by the Company on or before the date
upon which an offer of an option must be accepted by the relevant
Eligible Person, being a date not later than 28 days after the Offer Date.
Such remittance shall in no circumstances be refundable.
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None of the directors or substantial shareholder of the Company or
any of their respective associates has engaged in any business that
competes or may compete with the business of the Group. New
Fortune (the “Controlling Shareholder”, being a company holding
approximately 68.28% of the issued share capital of the Company, and
is ultimately held by the trust the founder of which is Mr. Wong Luen
Hei, and the beneficiaries of which include Mr. Wong Luen Hei and
his family) has entered into a deed of non-competition in favour of the
Group with Mr. Wong Luen Hei dated 14 May 2010 (the “Deed of Non-
Competition™).

The directors are of the view that the Group’s measures adopted by
the Company in respect of the enforceability of the Deed of Non-
Competition are adequate to safeguard the effectiveness of the non-
competition undertakings. The independent non-executive directors
have reviewed the compliance of the Deed of Non-Competition.
Based on the confirmation from the Controlling Shareholder, the
independent non-executive directors are of the view that the Deed
of Non-Competition has been complied with and has been effectively
enforced.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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(A) On 3 March 2014, the Company as borrower entered into a
facility agreement (the “Facility Agreement I”’) in relation to a
syndicated term loan facility in the amount of US$135 million at
an interest rate of LIBOR plus 2.00% per annum with, among
others, Taipei Fubon Commercial Bank Co., Ltd. and CTBC Bank
Co., Ltd. as mandated lead arrangers, and a syndicate of nine
lenders, for the purpose of refinancing the Group’s existing
financial indebtedness. The loan made thereunder is repayable 36
months after the same has been made.

On 26 June 2014, the Company as borrower entered into a
facility agreement (the “Facility Agreement 11””) in relation to a
syndicated term loan facility in the amount of US$155 million at
an interest rate of LIBOR plus 2.20% per annum with a syndicate
of three lenders, independent licensed banks in Hong Kong,
for general corporate requirements (including the refinancing
of the Group’s existing financial indebtedness). The loan made
thereunder is repayable 42 months after the same has been
made.

Pursuant to the Facility Agreement | and Facility Agreement
Il (collectively the “Facility Agreements”), save for additional
requirement that Mr. Wong Luen Hei and his family (collectively,
the “Wong Family”) shall remain to have effective management
control over the Company set out in the Facility Agreement
I, the Facility Agreements require that the Wong Family shall
collectively maintain, directly or indirectly, at least 55% of
beneficial shareholding interest in the issued share capital of the
Company, carrying at least 55% of the voting rights, free from
any security. Otherwise, a lender shall not be obliged to fund
the loans made under the Facility Agreements, and the total
commitments under the Facility Agreements may be liable to be
cancelled and the outstanding loans with interest and all other
amounts accrued under the Facility Agreements or other related
financial documents may be due and payable to the lenders

24 China Lesso Group Holdings Limited 000000000000



(

Avt
1

.y
3

B)

CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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On 11 August 2016, the Company as guarantor and its wholly-
owned subsidiary as borrower entered into a facility agreement
(the “Facility Agreement I11”) in relation to syndicated term
loan facilities in the amount of US$600 million at an interest
rate of LIBOR plus 1.85% per annum with syndicate lenders,
independent financial institutions, for general corporate
requirements (including the refinancing of the Group’s existing
financial indebtedness). The loan made thereunder is repayable
42 months after the same has been made.

Pursuant to the Facility Agreement Ill, Mr. Wong Luen Hei and
his family (collectively, the “Wong Family”) shall collectively
maintain, directly or indirectly, at least 51% of beneficial
shareholding interest in the issued share capital of the Company,
carrying at least 51% of the voting rights, free from any security.
Otherwise, a lender shall not be obliged to fund the loan made
under the Facility Agreement Ill, and the total commitments
under the Facility Agreement Il may be liable to be cancelled
and the outstanding loan with interest and all other amounts
accrued under the Facility Agreement IIl or other related financial
documents may be due and payable to the lenders immediately.

Meo.r rP RGP B

On 15 August 2017, the Company as guarantor and its wholly-owned
subsidiary as borrower entered into a facility agreement (the “Facility
Agreement IV”) in relation to syndicated term loan facilities in the

o000t Oooo
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

R

~r

Q.GC P 0l

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
HKICPA. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

ceuc e_Gu

Based on our review, nothing has come to our attention that causes
us to believe that the accompanying condensed consolidated financial
statements are not prepared, in all material respects, in accordance
with HKAS 34.

sT& oV ¢
Certified Public Accountants
22/F CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong
21 August 2017
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CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Juoogdoootduood

Six months ended 30 June 2017 | 00 20170 60 3000000

ok o Mo @ a3, Ve
00603000000

2017 2016
Note oo RMB'000
oo goooo ooOooo
(v vaf d (Unaudited)
oooooo oooooo
R oo 4 SD11,087 7,325,116
Cost of sales oooao (6,515,743) (5,141,630)
Gross profit oa 2,461,304 2,183,486
Other revenue, income and gains oo0o0ooooooao 4 2,504 42,838
Selling and distribution expenses ooooooo (459,4=3) (376,971)
Administrative expenses oooo (442,264) (355,760)
Other expenses gooo (31:46:8) (268,847)
Finance costs o000 5 ¢ \JP57) (41,511)
Share of profit of a joint venture 0ooDOooooooo 253 385
J A 0oooo 6 1,224,674 1,183,620
Income tax expense ooooo 7 (274,001) (275,185)
J AT N oooo 950,673 908,435
L s T B L LA 00000O0mMO0o
Items that may be reclassified subsequently to 0o00o0oO0ooOooooo
profit or loss: ooo
Available-for-sale investments: goooooao
Changes in fair value gooooa (15:4107) 442
Reclassification adjustment for gains on disposal o0oDO0oooOoooooo (1,143) -
(15,250) 442
Exchange differences on translation of foreign goooooooa
operations oooao 141,335 (6,956)
© e oooooa
AT L 4 00 (17215) (6,514)
O A, A8 e rf, cooooooo 932,75, 901,921
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (continued)
OO00D0O00D0O0O0O0000O0o00o

Six months ended 30 June 2017 | 00O 20170 60 3000000

ot o e o d30 Ve
goed3ooooon

2017 2016

Note #"o00 RMB'000
00 0oooo 0oooo
(v Ve d (Unaudited)
000000, 000000

U
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

000000000 oo
As at 30 June 2017 | 0 20170 60 300

30.“e 31 December
601300 1200 310
2017 2016
Note oo RMB'000
0o goooo oo0o0oo
[« Vef d (Audited)
oooood oooogd
oo
Share capital oa 24 135,344 135,344
Reserves oo 11,63:443y 11,096,165
Equity attributable to owners of the Company goooooooono 11,773,7.2 11,231,509
Non-controlling interests ooooo 311,501 306,163
Total equity oooo 12,0, 5,373 11,537,672
o ] e - U. .’d- 4 (9
oo oo
Director Director
oo oo
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CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

Juoogdood

Six months ended 30 June 2017 | 00 20170 60 3000000

Al
b e st e t

0ooooooo
e k-
0t
-ege ! lflg ul
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ol oo o My oﬁ V‘Q"g e ¥l ANl Mg cofaeg o
ad e eeed eget ege ege ege |tk o cbeds ey
\ oooa '
0o 0000 0oooY  oooow o0oo00 000000 O0oodoo nooo oo ooooa ooon

M /™o Mo M Mo Mo Mo M M M M
00000 00000 (00000 (00000 (00000 (00000 ODOOD (ODOOD (0DOOD (ODOOD (0DOOO

AL January 2007 12001010 e desty 1388 ss0 s 2% (1408 Targ nasis® %618 1sTen
Profiforthe perod 0000 M o 3 Psoen
Other comprehensive expense gooooa

for the period i (158250) 134056 wry 2@ ()
Total comprehensive income gooooo

for the period i 50 s e ey (mdy dam,
Acquisition of non-controlling interest 0000000 3313 3313 (6,013) (2,700)
Capital contributions from aoooo

non-controlling interests ao 2@?31 fo31
Dividends recognised as aoooooocooa

distributions to owners (note 8) 0moneo M2y W2y (41124
Appropriation to statutory reserve 0000000 2433 (2.433)
At 30 June 2017 02017060 300

(Unaudited) 00000o e 1Psey o S S (B0sF (062 0002 1B ST 120837

L These reserve accounts comprise the reserves of RMB11,638,438,000 in the # O000OO0O0O0OOo20170603000000000
condensed consolidated statement of financial position as at 30 June 2017. 00000000 11,638,438,0000 O
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)
o000t Oooo

Six months ended 30 June 2017 | 00 20170 60 3000000

Attributable to owners of the Company

ooooooono
Avaliable-
forsale
investment  Exchange Non-
Share Share  Statutory Capital Merger  revaluation  fluctuation  Retained controlling Total
captal  premium  reserve®  reserved reserve feserve reserve profits Totdl  interests equity
gooa
a0 0000 0oooe  Ooooo® o 0OO0 0DOOOD DOoOOdo oooo 00 ooooo oooo

RMB000 ~ RMB'000 ~ RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'0O0  RMB'000  RMB'OO0  RMB'000
goooo  ooooo  ooooo  DooOoOD  DOOOD  DOOOCD  OOODD  OOODD OODCOO ODDOO ODOOO

At 1 January 2016 0202601010 135686 1922887 1,156,712 5,250 5515 1,999 (30,726) 6573562 9,770,885 94,567 9,865,452
Profit for the period aooo = = = - - - - 030 912380 (3945 908435
Other comprehensive expense gooooa
forthe period ili i - - . . M (950 S X N Y )
Total comprehensive income gooooo
for the period oo o - - - - 442 (9509 912380 903313 (1392 901,921
Capital contributions from aoooo
non-controlling interests 0a S S S S S S S S - 91,920 91,920
Non-controlling interests arising from 0000000
business combinations aoooo - - - - - - - - - 1,202 1,202
Shares repurchased aooao (342 (17,269) - - - - - (lodd1)  (28,052) - (26,052)
Dividends recognised as distributions 0000000000
to owners (note 8) 0maonen - - S S S S - (33028 (339,228 - (33929
Appropriation to statutory reseve 0000000 S - 2397 - - - - (2.397) - - -
At 30 June 2016 012016060 300
(Unauditeq) aooooo 135344 1905618 1,159,109 5250 5515 2441 (40235 7133876 10306918 192,207 10,499,215
Note: ooo
(@) In accordance with the Company Law of PRC, each of the Company’s (@) 00o00o00O0o0OO0o0D0oOO0OO0oOoOOoOoOoOOO
subsidiaries registered in PRC is required to appropriate 10% of the annual 000o00000O00o0DoO0oO0ooOOooOoDoOoOoo
statutory profit after tax (after offsetting any prior years’ losses) determined 000MOo0O00000000000010%00
in accordance with generally accepted accounting principles in PRC to the 0000000 00o000o0ooOoO0ooOnoso%wo
statutory reserve until the balance of the reserve fund reaches 50% of its ooo0o0oo0oooO0o0o00oooO0oOo0oOoooo
registered capital. The statutory reserve can be utilised to offset prior years’ O00000000O0O0O0O0O0OO0OO0OO0O25%0
losses or to increase capital, provided that the remaining balance of the
statutory reserve is not less than 25% of the registered capital.
(b) Capital reserve mainly represented the difference between the consideration (b) odoUoooooOooUoooooOoooDoooo

and the book value of the share of the net assets acquired in respect of the gdooooOoooooooooo
acquisition of non-controlling interests.
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CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS
Jooooogod

Six months ended 30 June 2017 | 00 20170 60 3000000

s x o e dd30 Ve
ooecs3o0OOOnO

2017 2016
Note #"%o00 RMB'000
oo ooooo oooono
(v vgd g (Unaudited)
gooood gooooad
“rrsoe . 0000
Profit before tax: oooooo 1,224,674 1,183,620
Adjustments for: ooo0oOoOoooono
Interest income oooo 4 (42,527) (28,060)
Government grants released ooO00o0oooao (7,60;9 ) (992)
Gain on disposal of available-for-sale oooooooo
investments oooo 4 (1,070) -
Gain on disposal of held-to-maturity gooooooooo
investments oooo 4 (3,374 -
Gain on early redemption of held-to-maturity ooooooooooao
investments oooo 4 (79)
Interest expenses oooa 5 ? x,;?57 41,511
(Write-back)/write-down of inventories to 000 oO00Do00oOoD
net realisable value, net ooono 6 (127) 56,394
Depreciation and amortisation oooon 6 314,36y 286,258
Loss on disposal of items of property, 00000O0O00oOoooon
plant and equipment oa 6 71,549 4,070
Impairment of property, plant and equipment 00oOooooooo 6 3.4 S
Loss on fair value changes of derivative oo0ooboOooooo
financial instruments oooao 6 4,9 e -
Impairment of trade receivables, net 00oO0oOooooo 6 25,529
Share of profit of a joint venture ooooooooao (253) (385)
15%75, 1,567,866
Increase in other long-term receivables oooooooooo (21,56”) -
Increase in inventories oooo (310,044) (453,136)
Increase in amounts due from customers for 00oO00oOOooOooo
contract work oo (161,:23) -
Increase in loan receivables gooooa (35,173) (94,506)
Decrease in trade and bills receivables ooooooooooo 45,531 25,887
Decrease/(increase) in prepayments, deposits and 000O0D0O0O0oOoODoOOoo
other receivables oomooao 15,00’ (157,580)
Increase in amounts due to customers for ooooooooooo
contract work oo 121,460 -
(Decrease)fincrease in trade oooopooooao
and bills payables DoOmod (22°,0°1) 1,014,692
(Decrease)fincrease in other payables ooooooooooo
and accruals gooomoo (79,705) 18,541
Increase in other long-term payables 000DO0o0ooOoooo 1,00 -
Increase in deferred income oooooo 33,035 14,600
Cash generated from operations gooooooa ?77,01? 1,936,364
Bank interest received oooooo 36,40 24,897
Corporate income tax paid ooooooa (176,421) (201,255)
Net cash flows from operating activities oooDO0oooOoooooo 37,431y 1,760,006
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CONDENSED CONSOLIDATED STATEMENT OF

H FLOWS (continued)
UO000000O0oo

Six months ended 30 June 201 02017060 3000000

x o e @ d30, Ve
ooe03000000

2017 2016

Note 2000 RMB'000
00 00000 00000
W Vaf o (Unaudited)

000000 000000

Vel e o
Purchases of items of property, plant and equipment
Proceeds from disposal of items of property,
plant and equipment
Additions to prepaid land lease payments
Additions to investment properties
Additions to other intangible assets
Acquisition of subsidiaries
Purchases of availahle-for-sale investments
Proceeds from disposal of available-for-sale investments

oooo
oooooooooooo
o00000bOo0OO0oo0O00O00o0o0o0O

nooo 14,547 13,411
oooooooon (2,37) (22,588)
oooooo (1,104,.72) (893,459)
OooooooO (2,3.4) (1,225)
oooooo 0000000 QEBaN 00000000
Dooo0O00O (.73,37) (27,612)

ooboOooOoooOooOooobooOoOoboon
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NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

Juoogdootd

2.1

CORPORATE AND GROUP INFORMATION

The Company is a limited liability company incorporated in the
Cayman Islands. The addresses of its registered office and
principal place of business are disclosed in the section headed
“Corporate Information” of this interim report.

The Group is principally engaged in the manufacture and sale of
building materials and interior decoration products; the provision
of renovation and installation works, environmental engineering
and other related services and financial services.

These condensed consolidated financial statements were
approved and authorised for issue by the Board on 21 August
2017.

BASIS OF PREPARATION

These condensed consolidated financial statements of the Group
for the six months ended 30 June 2017 have been prepared
in accordance with the applicable disclosure requirements of
Appendix 16 to the Listing Rules and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants. They have
been prepared under the historical cost convention, except for
investment properties, certain available-for-sale investments and
derivative financial instruments which have been measured at fair
value. These condensed consolidated financial statements are
presented in Renminbi and all values are rounded to the nearest
thousand except when otherwise indicated.

China Lesso Group Holdings Limited 000000000000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

2.1

2.2

BASIS OF PREPARATION (continued)

The accounting policies and basis of preparation used in
the preparation of these condensed consolidated financial
statements are the same as those used in the Group’s annual
consolidated financial statements for the year ended 31
December 2016, except for the adoption of the revised Hong
Kong Financial Reporting Standards (“HKFRSs”) (which also
include Hong Kong Accounting Standards (“HKASs”) and
Interpretations) as disclosed in note 2.2 below.

These condensed consolidated financial statements do not
include all information and disclosures required in the Group’s
annual consolidated financial statements, and should be read
in conjunction with the Group’s annual consolidated financial
statements for the year ended 31 December 2016.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised standards for
the first time for the current period’s condensed consolidated
financial statements.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses
Annual improvements Amendments to a number of HKFRSs

2014 - 2016 Cycle

The application of these revised standards in the current period
has had no material impact on the Group’s financial performance
and positions for the current and prior periods and/or on the
disclosures set out in these condensed consolidated financial
statements.

2.1

2.2

OO0o0o0dddblOooo
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goooo0oobOobOOooboOoobooo
20160120310 0000000000
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omobooooooOonooooao
ooooomoo

oooooOO0ooOooOoO0ooboOoocoOoon
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

OPERATING SEGMENT INFORMATION

The Group is principally engaged in the manufacture and sale
of building materials and interior decoration products; the
provision of renovation and installation works, environmental
engineering and other related services and financial services. For
management purposes, the Group’s businesses are organised by
geographical areas based on the location of the customers and
assets are attributable to the geographical units based on the
location of the assets. The Group has eight reportable operating
segments as follows:

(i

(ii)

(vi)

(vii)

Southern China, including Guangdong Province, Guangxi
Zhuang Autonomous Region, Hunan Province, Fujian
Province and Hainan Province;

Southwestern China, including Chongqging Municipality,
Sichuan Province, Guizhou Province, Yunnan Province and
Xizang (Tibet) Autonomous Region;

Central China, including Hubei Province, Jiangxi Province
and Henan Province;

Eastern China, including Shanghai Municipality, Jiangsu
Province, Zhejiang Province and Anhui Province,;

Northern China, including Beijing Municipality, Tianjin
Municipality, Hebei Province, Shandong Province, Inner
Mongolia Autonomous Region and Shanxi Province;

Northwestern China, including Shaanxi Province, Ningxia
Hui Autonomous Region, Qinghai Province, Gansu Province
and Xinjiang Uygur Autonomous Region;

Northeastern China, including Liaoning Province, Jilin
Province and Heilongjiang Province; and

(viii) Outside China.

China Lesso Group Holdings Limited 000000000000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

OPERATING SEGMENT INFORMATION

(Continued)

Management monitors the results of its operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance
is evaluated based on reportable segment profit, which is a
measure of adjusted profit before tax. The adjusted profit before
tax is measured consistently with the Group’s profit before tax
except that interest income, gain on disposal of available-for-
sale investments and held-to-maturity investments, gain on
early redemption of held-to-maturity investments, exchange
differences, finance costs, fair value changes of derivative
financial instruments, share of result of a joint venture and
other unallocated income and expenses are excluded from such
measurement.

Segment assets exclude interest in a joint venture, available-
for-sale investments, held-to-maturity investments, derivative
financial instruments, deferred tax assets, cash and bank
deposits and other unallocated head office and corporate assets
as these assets are managed on a group basis.

Intersegment revenue is eliminated on consolidation.
Intersegment sales and transfers are transacted with reference to
the selling prices used for sales made to third parties at the then
prevailing market prices.

The Group's revenue from external customers is derived from its
operations in mainland China, special administrative regions of
PRC and foreign countries.

During the six months ended 30 June 2017 and 2016, no revenue
from transactions with a single external customer amounted to
10% or more of the Group’s total revenue.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

Dooobodddlooo

3. OPERATING SEGMENT INFORMATION 3. 0O00OO0O0OOooo

(Continued)
Southern Southwestern Central Eastern ~ Northern Northwestern Northeastern Qutside
China China China China China China China China  Eliminations Consolidated
oo nooo oo oo oo nooo gooo oooo oo oo
RMB'000 ~ RMB'OO0  RMB'000  RMB'O00  RMB'000  RMB'OO0  RMB'000  RMB'O00  RMB'000  RMB'000
oooooD  0oooo ooooo DOODO 0OOOO  DOOOO 00000 0OODD  0O000  DOOOC
Six months ended 0102017060300
30 June 2017 oooo
Segment revenue: ooooo
Sale of goods aooo 5,072,244 857,179 901,923 622,214 530,450 297,364 178,718 310,735 - 8820887
Contract revenue from renovation 0000000
and installation works aoao 12,165 - - - 3164 - - - - 75,329
Income from environmental ooooooooa
engingering and other related D000
Services 50,587 2,648 4,188 1479 - 1901 3 - - 60,835
Financial service income nopooo 19,99 - - - - - - - - 19,996
Revenue from external customers 0O0000 5,214,992 859,827 906,111 623,753 583,614 299,265 178,750 310,735 - 8am
Intersegment revenue aoooo 1,302,439 188,163 198,783 124179 121,103 63,985 35,629 333201 (2367,502) -
Total o0 6517431 1047990 1,104,894 747,932 04717 363,250 214319 643956 (2367502) 8,977,047
Segment results aooo 1,812,618 253,126 295,059 118,238 182473 71,659 49,985 51,384 (379,238 2461304
Reconciliations: 0oo
Interest income aooo 2521
(Gain on disposal of ooooooao
available-for-sale investments 0000 1,070
(Gain on disposal of aoooooooo
held-to-maturity investments 0000 3318
Exchange gain aooao 3,809
Finance costs 0ooo (9,967
Loss on fair value changes of 00000000
derivative financial instruments 000000 (4,988)
Share of profit of ajoint ventwe 000000
oooo 253
Unallocated income and expenses 00000000 (1183,722)
Profit before tax ooooa 1,224,674
Other segment information: 0000000
Write-back of inventories tonet 00000000
realisable value, net 0ooo - - - - - - - (1,997) - (1.997)
Depreciation and amortisation 00000 173,704 30,982 31,356 23,836 20,202 17,608 9,53 1,145 - 314,368
Impairment of property, plantand 000000
equipment gooo - - - 3,848 - - - - - 3,048
Capital expenditure® oooot 242,968 46,495 28,061 64,208 18,695 9,743 3684 1,101,230 (15,487) 1,499,597
As at 30 June 2017 12017067300
Segment assets 0ooo 10390085 1199576 1,156,937 893,010 739,531 576,889 41457 391409 - 19311583
# Capital expenditure consists of additions to property, plant and # oo0O0oO0oooooooooooooono

equipment, prepaid land lease payments, investment properties and

other intangible assets.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0o0o0dddblOooo

3. OPERATING SEGMENT INFORMATION 3. 0O00OO0O0OOooo

(Continued)
Southem Southwestem Central Eastem  Northem Northwestem Northeastern Qutside
China China China China China China China China  Eliminations Consolidated
a0 oooo an an oo oooo  ooao ooaoo ao ao
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ooooo opopo  ooooo  ooooo  OoDODO ODODO ODODO ODODO ODOOO DOOOO
Six months ended (1020160 60 300
30 June 2016 ooao
Segment revenue: ooooa
Sale of goods ooan 4339065 698108 799646 405820 428658 235101 112039 239399 - 7,257,836
Contract revenue from renovation goooooa
and installation works oooo 34,552 - - - - - - - - 5%
Income from environmental engineering 000000000
and other related services oooa 21,945 - - - - - - - - %
Financial service income pooooo 10,783 - - - - - - - - 1078
Revenue from external customers 0ooooo 4406345 698108 700646 405820 428658 235100 112030 239,399 - 135116
Intersegment revenue ooooo 1047810 166538 230,538 48,456 71,063 51,683 30632 286413 (1942133) -
Total oo 5,454,155 864,646 1,030,184 454276 499,721 266,784 151,671 55812 (1942133 7,325,116
Segment results oooo 1693300 230846 307027 100863 128128 61,842 2,122 53671 (415113) 2183486
Reconciliations: oon
Interest income aooao 28,060
(Gain on early redemption of 0oooooono
eld-to-maturity investments aooooa 7
Exchange loss aooao (17,044)
Finance costs 00oo (e1511)
Share of profit of a joint venture aooooooooa 35
Unallocated income and expenses aoooooao 969,835)
Profit before tax aoooa 1,183,620
Other segment information: ooooooa
Write-down of inventories noooooaoo
to net realisable value, net gooo 27,088 36 648 4,845 87 @ w3 (875) - 563
Depreciation and amortisation noooo 153,612 2,123 31,956 19,796 17,636 18,885 11,438 512 - 286258
Impaiment of trade aooooa
receivables, net oooo 12,648 - 10,702 54 (200) - 2,889 (563) - 550
Capital expenditure® goooe 544,271 53,201 35,162 2512 24,768 7348 4626 669,980 (20,900) 1,345,968
As at 31 December 2016 1120160120310
Segment assets ooaoo 9850734 1140737 1048774 867512 726365 58190 420668 2788731 - s
# Capital expenditure consists of additions to property, plant and # 0o000oooooooooooooooo
equipment, prepaid land lease payments, investment properties and goooooooOoooooooooo

other intangible assets.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0O0000000O0oo

4. REVENUE, OTHER REVENUE, INCOME AND
GAINS

Six months ended 30 Junk
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0O0000000O0oo

5. FINANCE COSTS

Six months ended 30 June
goedsoiooomn

2017 2016
RMB'000 RMB'000
ooooo ooooo
Interest expenses on bank and other loans ooooOoooOoobooo 100,241 42,233
Less: Interest capitalised ooooooag (1,284) (722)
98,957 41,511

6. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/
(crediting):

Six months ended 30 June
goen3onooOon

2017 2016
RMB'000 RMB’000
ooooao oooon

Cost of inventories sold
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

7. INCOME TAX EXPENSE 7. 00O0O0O0O
Six months ended 30 June
goeCs3o00OOO
2017 2016
RMB'000 RMB’000
goooo googd
Current tax oooo
PRC oo 239,233 255,821
Overprovision in prior years oooooooo
PRC oo (24,852) (22,581)
Other jurisdictions oooooa - (565)
(24,852) (23,146)
Deferred tax oooo 59,620 42,510
Total tax charge for the period opooooo 274,001 275,185
The Group is subject to income tax on an entity basis on profits goooobooOoooooooooboo
arising in or derived from the jurisdictions in which members of oooooOoooOooooobooocoOoon
the Group are domiciled and operate. goooooooo
HONG KONG PROFITS TAX ooooo
The statutory rate of Hong Kong profits tax was 16.5% goooobooOoooooooooboo
(six months ended 30 June 2016: 16.5%) on the estimated 00000000016.5%1 0020160
assessable profits arising in Hong Kong. No provision for Hong 60300 0000016.5%000000
Kong profits tax was made as the Group had no assessable gooooObOoOoOoooooboboobboo
profits arising in Hong Kong during the period (six months ended gooooObOoOoOoOooooobDboo
30 June 2016: Nil). ooOoz201le060300 000000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

INCOME TAX EXPENSE (continued)

PRC CORPORATE INCOME TAX

The Group’s income tax provision in respect of its operations in
mainland China has been calculated at the applicable tax rates
on the taxable profits for both periods, based on the existing
legislation, interpretations and practices in respect thereof.

Certain of the Group’s PRC subsidiaries are qualified as High and
New Technology Enterprises and are entitled to a preferential
corporate income tax rate of 15% during both periods.

INCOME TAX FOR OTHER JURISDICTIONS

The Group’s tax provision in respect of other jurisdictions has
been calculated at the applicable tax rates in accordance with
the prevailing practices of the jurisdictions in which the Group

OO0o0o0dddblOooo

O00O0Oooo
ooooooog

oooobOO0ooOooOoOooboOoooOooon
oooooOO0oooOoooobooocoOoon
ooooooooooooooooan
oo

oooooO0ooO0OOooO0ooooooOooon
oo0oo0o0oo0o0oocOooo0ogi15%u0o0on
oooooao

oooooooooono
oooooO0ooO0OOooO0ooooooOooon

oooooOO0ooOooOoO0oooOoooOooo
obooooooo

operates.
DIVIDENDS W 0o
Six months ended 30 June
ooeb3edn0nOO
2017 2016
HK$ HK$'000 HK$ HK$'000
0o ooo oo ooo
A
g s per share
- oo oo
2016 final dividend paid oo201600000
(2016: 2015 final dividend 020160 00020150
paid) ooooo 0.15 465,363 0.13 403,314
Equivalent to ooo RMB411,288,000 RMB339,228,000
000411,2,,0000 000 339,228,0000

The Board does not recommend the payment of an interim
dividend for the six months ended 30 June 2017 (six months

ended 30 June 2016: Nil).

ooooooooboozoiroen3o0dn
oooooooooobzo0ie0e03000
goooo0d
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0O0D0O00OD0O00OO0oo

EARNINGS PER SHARE ATTRIBUTABLE TO

OWNERS OF THE COMPANY

The calculations of basic and diluted earnings per share are based
on:

China Lesso Group Holdings Limited 000000000000

go0oooozoi7roen3o0ononOon
oooooOOoooOooO0ooboOoooon
20160 1203100 0 0 O 3,102,418,400
ob0o0oo0d00201e06030000
ooogz0i501203100000
3,110,255,4000 0 O O M

obOo0o00201700201e06030000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

10. PROPERTY, PLANT AND EQUIPMENT AND

11.

PREPAID LAND LEASE PAYMENTS

During the period, the Group purchased property, plant and
equipment with an aggregate cost of RMB422,187,000 (six
months ended 30 June 2016: RMB682,269,000). During the
period, property, plant and equipment with an aggregate net
carrying amount of RMB22,135,000 (six months ended 30 June
2016: RMB17,481,000) was disposed of by the Group.

During the period, the additions of prepaid land lease payments
of the Group amounted to RMB36,585,000 (six months ended 30
June 2016: RMB17,185,000).

INVESTMENT PROPERTIES

During the period, the additions of investment properties of the
Group amounted to RMB1,039,152,000 (six months ended 30
June 2016: RMB43,466,000).

12. AVAILABLE-FOR-SALE INVESTMENTS

OO0o0o0dddblOooo

10. 00 00bOOo0oooboOogo
gon

11.

ooooooooooooooOoao
oo0o00o0ooao422,187,00000 0O
02016060300 0000000A0
682,269, 0000 IO OOODOOODOO
ooooooooooooooooan
22,135,00000 O 0O 20160 60 300 O O
gboooodi7,481,0000 I

oooooOO0ooOooOooboOoocoOoon
0 36,585,00000 O O 20160 60 300 O
oooooooar,ass,0000 M

oo

oooooooooooooooaon
1,039,152,00000 O O 20160 60 300 O
0000000 43,466,0000 [T

12. 00040404

30 June 31 December
60 300 120 310
2017 2016
Note RMB'000 RMB'000
oo ooooo ooooo
Listed investments: goooo
Debt securities listed in Hong Kong ooooooooo (i) 36,169 -
Equity securities listed in PRC ooooooooa 460,862 515,777
Equity securities listed in Hong Kong oooOopooooao 737,400 -
Non-cumulative redeemable preference 0oo0oooooooo
shares listed in Hong Kong aoo 35,632 44,991
Perpetual capital securities listed in Hong Kong ooooooooooo 8,758 30,597
1,278,821 591,365
Unlisted investments: oooooao
Equity securities oooao (ii) 21,141 15,625
Convertible notes ooooo (i) 124,731 123,824
151,872 139,449
1,430,693 730,814
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

12.

Note:

@

(ii)

(iii)

(iv)

) . " ' M ,4M

e.

The debt securities carry fixed interest at rates ranging from 6.35% to
8.00% per annum, payable semi-annually in arrears and will mature from
March 2019 to March 2020.

The unlisted equity securities are issued by private entities established
in PRC and in US. They are measured at cost less any impairment at the
end of the reporting period because the range of reasonable fair value
estimates is so significant that the directors are of the opinion that their
fair values cannot be measured reliably.

The convertible notes are issued by a private company incorporated
in US with an interest rate of not less than 5.00% per annum and will
mature in three years from the date of issuance.

The convertible notes are separated into two components: the debt
element and the conversion option element. The Group has classified
the debt element and the conversion option element as available-for-
sale investments and derivative financial instruments, respectively.
Details of the conversion option element were included in note 15 to the
condensed consolidated financial statements.

The fair value of the debt element of the convertible notes is determined
based on a valuation performed by an independent professionally
qualified valuer.

At the end of the reporting period, certain of the Group's available-
for-sale investments with an aggregate net carrying amount of
RMB35,632,000 (31 December 2016: RMB36,489,000) were pledged to
a bank to secure the banking facility granted. The Group has not utilised
this banking facility as at 30 June 2017 (31 December 2016: Nil).

China Lesso Group Holdings Limited 000000000000

12. 00000 Oooo
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()

(i)

(iii)

(iv)

oo0o0oo0O0000000006.35%0
8.00%0 0000000000 2019030
02020030000
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0000000150

goo0oooO0oooOooOo0oOoOoOooOoOo
go0o0ooooooooooooooono
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35,632,00000 20160 1203100000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

OO0o0o0dddblOooo

@ . . N/ M
13. G- ¥ R 5 a7 e 13. 0000000
30.'e 31 December
60 300 120310
2017 2016
oo RMB'000
goooo gooono
Debt securities, at amortised cost: oo00o0ooooOooooo
Listed in Hong Kong oooo 59,655

The Group reclassified debt securities with amortised cost of
RMB34,290,000 from held-to-maturity investments to available-
for-sale investments during the period as certain debt securities
were disposed by the Group before their maturity dates.

gooooboooooooooboboo
000000000000 D 34,290,000
gooooboOooooooobDbOoo

oboooooooooooooo

@ )l
14. Rre ;' e 14. OO 00O
30."e 31 December
60 300 120310
2017 2016
x"o0o RMB'000
ooooo ooooo
Hogve t ooo
Finance lease receivables 0o0oooooooao 57,719? 63,191
eve ! oo
Finance lease receivables oooooooooo 44,504 31,886
Factoring receivables oooooooo 1:$,725 173,640
Receivables from supply-chain financing services ooooooooooao 135,100 120,238
366,32 325,764
424,12,y 388,955
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

14. =

(R)

M )
ne /'9. e “ ¥ 4 14. 000 Oooo
FINANCE LEASE RECEIVABLES (A) DOOO0OOOO0OO0O0OO
Pe ] I*i ¥ .ll
pe. Ve g e log -V eigae- b
gooooooooa goodoooooooo
30."e 31 December 30.“e 31 December
60 300 120 310 60 300 1200 310
2017 2016 2017 2016
o0 rwsoo Moo RMB'000
ooooa ooooo goooao ooood
Not more than 1 year 00010 49,425 36,457 44,504 31,886
Over 1 year but within 5 years 10005000 60,012 66,819 57,7 63,191
109,437 103,276 102,303 95,077
Less: Unearned finance income oooooooon (7,134) (8,199)
Present value of minimum lease ooooOoo
receivahles oooooao 102,303 95,077

The Group’s finance lease receivables are denominated in
Renminbi. The effective interest rates of the receivables
range from 5.80% to 10.69% (31 December 2016: 5.89%)
per annum. There was no unguaranteed residual value of
assets leased under finance leases and no contingent rent
arrangement that needed to be recognised (31 December
2016: Nil).

China Lesso Group Holdings Limited 000000000000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0o0o0dddblOooo

14.

(A)

M

ne ’ntofxﬂd)

FINANCE LEASE RECEIVABLES £ ¢ © ¥ o)

The following is a credit quality analysis of these finance

14. OO0 0 Oooo

(A) DOO0OOOODOOmOO

ooocooooooooOoOoOoOoao

lease receivables: oooooo
30."e 31 December
60300 1200 310
2017 2016
#™ooo RMB'000
ooooo ooooo
Neither past due nor impaired ooooooo 102,303 95,077

The receivables are secured by assets leased under finance
leases and cash deposits (where applicable).

Cash deposits from certain finance lease customers are
collected upfront based on a certain percentage of the
entire value of the lease contracts. When those lease
contracts expire and all related liabilities and obligations
are fulfilled by the customers, the cash deposits will be
returned in full. The balance of the cash deposits can also
be used to settle any outstanding lease receivables for
the corresponding lease contracts. The collected cash
deposits of RMB11,800,000 are included in “other long-
term payables” in the condensed consolidated statement of
financial position (31 December 2016: RMB10,000,000).
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

Dooobodddlooo

@ )l

14. re Boeorva

(B) FACTORING RECEIVABLES

The Group’s factoring receivables arise from the provision
of factoring services to companies located in PRC. The
credit period granted to each customer is generally within
365 days.

Factoring receivables are secured by receivables and/or
commercial bills originally owned by the customers. These
receivables carry interest at rates ranging from 4.50% to
6.00% (31 December 2016: 4.50% to 6.00%) per annum.

The maturity profile of the factoring receivables at the end

14. OO0 0 Oooo
() OOoOOODOO

ooocooooooooOoOoOoOoao
ooocoooooDooOOooOoOOoao
oOoooo0oooo0oos3es00ad

ooooooooooOOOO0O0
ooo0oO0oOoocoooooooao
ooooooooo0oa4.50%d
6.00%00 0O O 00O 20160 120 31
0 04.50%0 6.00%[11 0 O

ooooooooooOOOO0Oa0

of the reporting period is as follows: ooooooao
30.“0 31 December
60300 120 310
2017 2016
*"o00 RMB'000
ooooao oooon

With a residual maturity of: ooooo

Not more than 3 months gooosoo 60;’25 37,640
Over 3 months to 6 months 300000600 120,000 36,000
Over 6 months to 12 months 6000001200 5,00 100,000
1:8,725 173,640

At the end of the reporting period, none of the Group’s
factoring receivables was either past due or impaired (31
December 2016: Nil).

China Lesso Group Holdings Limited 000000000000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

14.

@ ) ne ’ntofxﬂd)

(C) RECEIVABLES FROM SUPPLY-CHAIN FINANCING SERVICES

The Group’s receivables from supply-chain financing
services arise from the provision of supply-chain financing
services to companies located in PRC. The credit period
granted to each customer is generally ranging from 30 to
180 days.

These receivables carry interest at rates ranging from
5.40% to 9.90% (31 December 2016: 5.40% to 7.20%) per
annum.

Certain receivables from supply-chain financing services
amounting to RMB50,000,000 (31 December 2016:
RMB49,938,000) are secured by certain equity interests
and personal guarantees.

The maturity profile of the receivables from supply-chain
financing services at the end of the reporting period is as

OO0o0o0dddblOooo

14. OO0 0 Oooo
() DooooooooOoo

ooocooooooooOoOoOoOoao
ooocoooooDooOOooOoOOoao
oooooooobooooOoOoao
0300018000

0000000000 s40%0
9.90% 0 0O O 00 20160 120 31
0 05.40%0 7.20%[01 0 O

ooooooooODOoDboOOOO
0 0 0 50,000,00000 20160 120
310 0 00O O 49,938,0000 OO0 O
ooooooooooooooo

goooooobooooobooao
obooooooooo

follows:

30. ve 31 December
60 300 120310
2017 2016
000 RMB'000
ooooo ooooo

With a residual maturity of: ooooo
Not more than 3 months ooo3oo 100,00 83,238
Over 3 months to 6 months 300000600 34,300 37,000
135,100 120,238

At the end of the reporting period, none of the Group’s
receivables from supply-chain financing services was either
past due or impaired (31 December 2016: Nil).

The directors believed that no provision for impairment was
necessary for loan receivables (31 December 2016: Nil) as there
had not been any significant changes in the credit quality of
these customers and these balances were still considered fully
recoverable.

ooo0oooooOoooooan
oo0OO0oOoocooOoooooao
02016012031000 ™

oooooboooooooooobooboo
gooooobOooOooO0oobooo
gooooboOooooooobbOoo
020160120310 00
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

0000000000 oo

15. AsY B \ <, ) e _ Q. BIVA

54
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15. 00040 on

30."e 31 December
60300U

oooooOO0oo0OOooOoO0ooOoOoocoOoon
oooooOO0ooOooOooboOoocoOoon
ooooobooooo

oo0D0ooDO0oo0OOoO00obOOooboo0Ooon
ooooo0oob0ooo0ooooooon
oooooOO0ooOOooOoO0ooOoOoooOoon
oooooOO0ooOOooOoOooOoOoocoOoon
oood

0000000000 00000000
0000012 (ii)o

ooooO0oocO0OooOoooon26,699,000
1120160 120 310 0 0O 0O O 32,566,000
ooooooooobooOooooooooan
oooooOOoooOooOoobooooOon
000 4,988,0000 O O20160 60 300
goooooOOooOoOO0O0o0oOoOoooaon
obooooooao



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0o0o0dddblOooo

[V I )

16. Re 16. 0O
30.'e 31 December
601300 120 310
2017 2016
oo RMB'000
goooa ooood
Raw materials ooo 1,303.4.3 1,170,591
Work in progress ooo 315,18 355,142
Finished goods ooo 143,7%0 1221332
3,054456 2,747,065

M e @ .
17. 5“‘ Ouu e o 'OR‘:‘:I/ e o yh R
|

r°Y Re

17. 0000000000000

30."e 31 December
60300 120 310
2017 2016
oo RMB'000
ooooo gooooo
\
ol fs- \ g8 s9 ,*,*é]e deifée Lut- gk -od oooooooooo
Contract costs incurred plus recognised profits ‘ 00000O0O000obOoOOo
less recognised losses to date 000O0O00o0oD a,}\.@A’Zi,} 744,649
Less: Progress billings oooooo (720,335) (621,419)
163,5°3 123,230
Analysed for reporting purposes as: ooooooooa
Amounts due from customers for contract work goooooooooo 325,102 163,279
Amounts due to customers for contract work goooOooooooo (161,50’) (40,049)
163,5°3 123,230
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

Y|

16 R < B o Re ) I 14000000000
30."e 31 December
601300 120310
2017 2016
P RMB'000
gooono goooo
Trade receivables oooooo 1,551,045 1,254,357
Bills receivable oooao 3,621 383,921
Less: Provision for impairment oooooo (121,030) (121,030)
1,46,5636 1,517,248

The Group’s major customers are independent distributors,
civil contractors, property developers, utility companies and
municipalities in mainland China. Depending on the market
condition, marketing tactics and relationships with the
customers, the Group’s trading terms with its independent
distributors may change from settlement on an advance receipt
basis to giving a credit period of generally one month or more,
if appropriate. The Group does not have a standardised and
universal credit period granted to the non-distributor customers.
The credit period of an individual non-distributor customer is
considered on a case-by-case basis and is set out in the sales
contracts, as appropriate. Sales to small, new, or short-term
customers are normally expected to be settled on an advance
receipt basis or shortly after the goods delivery. No credit
term period is set by the Group for small, new and short-term
customers.

Trade and bills receivables are unsecured and interest-free.

China Lesso Group Holdings Limited 000000000000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

M

’Q t.lt'!d)

An aged analysis of the Group’s trade and bills receivables at the

end of the reporting period, based on the invoice date and net of

provision, is as follows:

OO0o0o0dddblOooo

10 00000000 O0oo

oo0ooDO0OOo0OOooOO0OobOOooDooon
oooooO0ooO0OOooO0oooOoocOooon

oo

30."e 31 December

60 300 120 310

2017 2016

oo RMB'000

ooooo gooooo

Not more than 3 months ooo3oa 7193,205 786,926
Over 3 months to 6 months 300o00ooena 195,404 309,326
Over 6 months to 12 months 6000001200 1?5,5\3 153,734
Over 1 year to 2 years 1000020 200,322 218,297
Over 2 years to 3 years 2000030 53,327 42,585
Over 3 years 3000 30,75 6,380
1,46.5636 1,517,248
. PrP M ,m,l‘a ”V,O R W.0000000000000

re Bo

30, Ve 31 December

601300 1200 310

2017 2016

XMoo RMB'000

ooooo ooooo

Prepayments ooa 1,0.6.104 1,023,150
Current-portion of prepaid land lease payments 000000O00O0Db0OO0 26,766 26,092
Value-added tax recoverable oooooo 164,244 186,063
Corporate income tax recoverable oooooooo 2,222 2,026
Deposits oo 43,707 96,718
Other receivables gooooa xﬁ,ZQ’ 85,596
1,40:4252 1,419,645

The financial assets included in the above balances are
unsecured, interest-free and receivable on demand.

gooooboooooooooboboo

goooooo
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0O0000000O0oo

20e o« M Bk, P, . 20. 0000000
30."e 31 December
6013007 120310
2017 2016
#o00 RMB'000
0oooo a]sfa]ul

oo0D0ooDO0oO0o0OO0o0O00obOOoobo0OOoon
ooooooob0oooO0ooooooon
obdilo0i1200000000000AO
oooooOO0ooOooOoOoOoboOoocoOoon
oooooooooooooocooaon
oo

21. 0 000000ogd
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0O0000000O0oo

21. 00 0000000ooo

oooobooob0oooO0ooooooon
ooooooooobooood
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

23. B ol

_l]G -

23. 00

30."e 31 December
60300 1200 310
2017 2016
X000 RMB'000
gooogd goood
eve | oo

Unsecured bank loans gooooooa 2,705,74, 2,109,925
Current portion of long term unsecured bank loans 0ooD0o0oOoooooooa 109,423 131,479
Current portion of long term unsecured syndicated loans 0ooD0o0oOoooooooa 2,010,750
Secured bank loans goooooag 35,575 -
2,:50,746 4,252,154

oo ve t ooo
Unsecured bank loans ooooooo 40’?3’ 422,907
Unsecured syndicated loans ooooooa 4,012,:51 -
Secured bank loans ooooooa 1?,\,}]0 7,500
Loans from non-controlling interests ooooooa 12,000 12,000
4,4545% 442,407
7,305,336 4,694,561

Note:

(@)

(b)

(c)

(d)

The effective interest rates of the Group’s borrowings range from 1.85%
to 4.99% (31 December 2016: 1.06% to 4.90%) per annum.

The secured bank loans are secured by: i) the concession rights of a
subsidiary and personal guarantee provided by a shareholder of that
subsidiary; ii) certain commercial bills received by the Group during its
provision of factoring services; and iii) certain receivables from supply-
chain financing services.

The loans from non-controlling interests are unsecured, interest-free and
will mature in September 2019 (31 December 2016: unsecured, interest-
free and will mature in September 2019).

At the end of the reporting period, the Group’s borrowings
denominated in US dollar, HK dollar, Canadian dollar, Australian dollar
and Renminbi are equivalent to RMB5,081,960,000 (31 December
2016: RMB3,478,442,000), RMB1,282,951,000 (31 December
2016: RMB876,620,000), RMB10,426,000 (31 December 2016: Nil),
RMB338,644,000 (31 December 2016: Nil) and RMB591,355,000 (31
December 2016: RMB339,499,000), respectively.

China Lesso Group Holdings Limited 000000000000

ooo

(d)

0o0o0oo00oo0o0o0000001.85%0
4.99%0 00 20160 120 310 0 1.06% 0
4.90%([1

000000000:)000o0ooooo
oooooooooooooimooooo
00000000ooooooooiig
gooooooooooooooo

g0ooooooooooooooobooao
2019090 0 00 20160 12031000 0O
goooooozole09000MM

ooooooooooooboooooano
g0o0o0oo0oooooooooooobooao
0 0O O 5,081,960,00000 20160 120 31
00000s34784420000 00000
1,282,951,00000 20160 120 310 0 O
0 0 876,620,0000 00 O O O 10,426,000
00 20160 1203100000000
338,644,00000 20160 120 310 0 O OO
0 0 0 591,355,000000 20160 120 310 O
0 0 0339,499,0000 (M



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0o0o0dddblOooo

24 Re P 24. 00
30.“e 31 December
60300 120 310
2017 2016
V-8 d 0oo
20,000,000,000 (31 December 2016; 20,000,000,0000 20160 120 310 O
20,000,000,000) ordinary shares 20,000,000,000(0 000 O £1,000,000,000 HK$1,000,000,000

of HK$0.05 each

0.05000000 1,000,000,000C O

1,000,000,00000 O

s¥d AN £-d
3,102,418,400 (31 December 2016:

oooooaoo
3,102,418,400] 20160 1200 310 0

3,102,418,400) ordinary shares 3,102,418,400(0 000 0 4155120920 HK$155,120,920
of HK$0.05 each 0.05000000 155,120,200 O 155,120,9200) 0
Equivalent to 000 #™35,344,000 RMBL35,344,000

0 0O [ 135,344,0000 0 [0 0 135,344,0000

ROP @ e 25. 00000

25.9. e 14
gzo1005040 0000000000
go0d0ooo0oboooOooooooon
00000000000 0DooOooo
0O o4d

A share option scheme was adopted by the Company on 14 May
2010 (the “Share Option Scheme”) for the purpose of providing
incentives and rewards to eligible participants who contribute to
the success of the Group’s operations.

gooooboooooooobobooo
ooooooooao

No share options have been granted under the Share Option
Scheme since its adoption.

@\ g M ) I

26.¢ . 26. 0000

gooooboooooooooobooboao
2016012031000 M

At the end of the reporting period, the Group did not have any
significant contingent liabilities (31 December 2016: Nil).
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

0000000000 oo

27.e07“'7'l‘ ..Ml -

The Group had the following capital commitments at the end of
the reporting period:

China Lesso Group Holdings Limited 000000000000
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30."e 31 December
60300 1201 3100
2017 2016
#"o00 RMB'000
0oooo 0oooo

2., 0000ooooon
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0o0o0dddblOooo

Y| @)l N|

2‘,;5 g T R Re € e o

(A)

€e tet¥a

THE GROUP'S MATERIAL TRANSACTIONS WITH RELATED
PARTIES DURING THE PERIOD £ ¢ £ ¥ d

Note:

(1) Sale of goods to related companies were made with reference to
the prices and conditions offered by the Group to the third-party
customers.

(i) Provision of factoring services were made in accordance with
respective contractual terms offered by the Group to the third-
party customers.

(iii) Utilities were provided by related companies at cost.

(iv) Rental expenses were based on mutually agreed terms.

(v) Purchase of materials from related companies were made based
on mutually agreed terms.

(vi) Purchase of equipment and electronic accessories from
related companies were made with reference to the prices and
conditions offered by the related companies to their third-party
customers.

(vii)  Licensing trademarks to related companies were conducted
based on mutually agreed terms.

(viii)  Agency services were provided by related companies based on
mutually agreed terms.

(ix) Properties including office premises, cafeteria, workshops,
warehouses and yacht were leased to the Group based on
mutually agreed terms.

(x) Services were provided by a joint venture based on mutually
agreed terms.

2, 000000000000

(A)

oooooooooOoOOOOO00

oo

oo

(i

(i)

(iii)

(iv)

(vi)

(vii)

(vii)

(ix)

O

O
0000000000o0o0o0o0ao
ooooooooooooooo
oooo
ooooooooooooooao
o000o000O0OO00OoO0o0ooo
ooo0oooooOoooooooa

o0o0o0000000000000

0o0o0oo0oooooooooooo
oooo

ooooooooooooooao
ooooooooooooooao
oooooooo

ooooooooooooooo

oooooo

000000000000000
ooooo

ooooooooooooooo
ooooooooooooooao
ooooo

0o0ooooooooooooo
ooo

Interim Report 2017 0O 00O

63



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

Y| @)l I\
2'@5 g >~ R Ra e - » 2000000000000
) c Q c [ ] At- v d)
(B) BALANCES WITH RELATED PARTIES (B) OOOOOOOO
30.\|e 31 December
60 300 1200310
2017 2016
Note xo00 RMBI000
oo oooon oooono
Balances with companies under the common O OO0 000000000
control of a director arising from: gooooooo
Deposits paid for the purchase of equipment OO 00000000 (i) 10-\,;294 12,744
Purchase of equipment ooo0 (ii 10,405 22,191
Note: ooo
(i) The balances are included in the Group’s deposits paid for the (i) oo0ooOoooooOoooooa
purchases of land, property, plant and equipment. oooooooooooo
(i) The balances are included in the Group’s other payables and (ii) ooooooooooooooao
accruals. ooooo
(C) COMPENSATION OF THE GROUP'S KEY MANAGEMENT (C) ODoOoOoOoOoOooooo
PERSONNEL
ot o e dd30 Ve
ooen3o
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
OO0o0o0dddblOooo

2., & y 41 M L@ ¥ nonoooooooo
5] V| . Aﬂﬂl 4
L Q B 14 @
(A) FAIR VALUE OF THE FINANCIAL INSTRUMENTS THAT ARE (A) DCOOOOODOOOOOOOOO0
MEASURED AT FAIR VALUE oo
30 .“e
60 3001
2017
p-v ¥ 43; A
oooood
ee 1 ee 2 ee 3 o
goo gooao ooo oo
oo kMoo x Moo XMoo
goooo goooo goooo goooo
Available-for-sale investments oooooo
Listed investments ooon 1,19 5262 055 1,27 21
Unlisted investments ooooo 124,731 124,731
Derivative financial instruments oooooo 26,&” 26,&’?
1,18 ;262 055 151,430 1,430,251
31 December
120 310
2016
Fair value hierarchy
oooood
Level 1 Level 2 Level 3 Total
goo gooao ooo (RN
RMB’000 RMB’000 RMB’000 RMB’000
goooo goooo goooo goooo
Available-for-sale investments oooooo
Listed investments gooa 515,777 75,588 - 591,365
Unlisted investments ooooo - - 123,824 123,824
Derivative financial instruments oooooo - - 32,566 32,566
515,777 75,588 156,390 747,755

During the period, there were no transfers between
level 1 and level 2 (six months ended 30 June 2016:
RMB43,238,000) and no transfers into or out of level 3 for
the fair value measurements of the financial instruments
(six months ended 30 June 2016: Nil).

ooooooooODODOOOOO
oooooooooOOOO0O0
000002016060300000
ob0o00O0o43,238,0000@ 000
ob0O0o000000O0201e060
o000OoOoOoom
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
Dooobodddlooo

M 4 )] @
2.0, R d T Ry e ., 2.00000000000000
(Y - e Ry ee - ¥ 4
(A) FAIR VALUE OF THE FINANCIAL INSTRUMENTS THAT ARE (A) DOOODOODOOOOOOOOO
MEASURED AT FAIRVALUER ¢ 1 ¥ o) omono
The movements in fair value measurements within level 3 goooooooooooOooOoOoa
during the period are as follows: ooo
30, Ve 31 December
60 300 120 310
2017 2016
X000 RMB'000
goooo ooood
At 1 January 01010 156,30 .
Additions oo 146,158
Total (losses)/gains recognised in profit or loss oooooo0omoo@moo (4,|9 W 1,942
Total gains recognised in ooooooooooo
other comprehensive income ooo 4,672 7,846
Exchange realignment oooo (4,644) 444
Fair value at the end of period/year oooooooo 151,430 156,390
(B) FAIR VALUE OF THE FINANCIAL INSTRUMENTS THAT ARE NOT (B) DOUOOODODUOOOOOOOOO
MEASURED AT FAIR VALUE oood
Except as disclosed in the following table, the carrying odoooooooooooOoooa
amounts of the financial instruments recognised in these ooooooooooooooag
condensed consolidated financial statements approximate ooooooooooo
their fair values:
30.“e 31 December
60 300 120 310
2017 2016
6 -g W~ Carrying Fair
"L W ¥ amount value
ooo gooo ooo oooo
x"o0o Mo RvBO0 RMB'000
00000 DOO0OO0OO0 OO0OO0ooo O0o00oCoo
veev gl 0ooo
Held-to-maturity investments ooooooo 59,655 64,880

The fair values are based on the quoted market price
provided by a leading global financial market data provider.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

. r mrPpMGP @

Pursuant to the Company’s announcement dated 7 July
2017, Guangdong Lesso Mall Co., Ltd.* (“Lesso Co0”),
an indirectly wholly-owned subsidiary of the Company,
entered into an agreement with a company under the
common control of a director for the disposal of all its
equity interest in Guangdong Lesso Hardware & Building
Materials Co., Ltd.*, a 75%-owned subsidiary of Lesso
Co, at a cash consideration of RMB56,338,000, which is
subject to adjustment as detailed in the announcement. It is
estimated that the Group will record a gain of approximately
RMB2,141,000 from the disposal.

On 15 August 2017, the Company, as guarantor, and its
wholly-owned subsidiary, as a borrower, entered into
a facility agreement in relation to syndicated term loan
facilities in the amount of HK$800,000,000, of which are
set out in the Company’s announcement dated 15 August
2017.

30. O

(A)

OO0o0o0dddblOooo

googod

oboOooDbOOzo017yOv070O0OO
ooooooooooOoOOO0O0
ooocooooooooOoOoOooOoao
oooDooOomooooOonooo
ooooooooobooooooao
0000000056,338,00000
oo0oMmooooooooboooo
oooooooooocooooan
5% 0000000000000
ooocooooooooOoOOOoOo
oooooooooooOoOOooo
002,141,0000000

Oo00O0O0o0ozo17vOo8b0i15000
oooooz201vosO1s000
obooooooOoooocoooao
obbooooooooocoooaon
800,000,0000 0 0 O0O0OO0ODOO
ooooooo
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GLOSSARY

HEN

“Board” the board of directors of the Company

ooooo ad oooood

“BVI” the British Virgin Islands

ooodooooo ad goooogo

“China” or “PRC” the People’s Republic of China, for the purpose of this report, excluding Hong

Kong, Macau and Taiwan

agoono 0 Oo00o0oo0bDoODOooobDoooooDoooobooOoooono

“Code” the Corporate Governance Code as set out in Appendix 14 to the Listing Rules
agooo 0 000000100 0000o0o0

“Company” or “China Lesso” China Lesso Group Holdings Limited

o0oO0moooooo ad goooooooooogo

“Current Ratio” the ratio of current assets to current liabilities

oooooo ad gooooodooooooo

“EBITDA” earnings before interest, taxes, depreciation and amortisation
gooooooooaa 0 OoooooDoooobooooon

“Gearing Ratio” the total debts divided by the sum of total debts and total equity
goooooo 0 O0o000o0o0oOoOooooooooooon

“Group” the Company and its subsidiaries

ooogdo ad ooooooooag

“HK$” Hong Kong dollar, the lawful currency of Hong Kong

goono O Ooooobooooo

“Hong Kong” or “HK” Hong Kong Special Administrative Region of the PRC

gooo 0 ooooooooog

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange
oooooo ad ooooooooo

“Macau” Macau Special Administrative Region of the PRC
oood ad ooooooooag

“Model Code” the Model Code for Securities Transactions by Directors of Listed Issuers as

set out in Appendix 10 to the Listing Rules

gooooo O jddddO0olo00000oOoDoDooObObOOO0Oo0o0oOoooD

“New Fortune” New Fortune Star Limited, a company incorporated in the BVI
goooo 0 New Fortune Star LimitedO OO 0000 O0O0QOOOOOOOOO
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“pE”
O PEO

“PP-R”
0 PP-RO

«p\/C”
o pvcO

“Quick Ratio”
gooood

“RMB”
ooooo

“SFO”
ooooobooooo

“Share(s)”
ogooo

“Shareholder(s)”
oooo

“Stock Exchange”
ooooo

“Taiwan”
good

“tonne(s)”
oono

«ygr
gooo

“Us$”
oooo

“Xi Xi Development”

oooooo

gy

0 %0

GLOSSARY (continued)
U0Oooo

polyethylene
ooo

polypropylene random
goooooo

polyvinyl chloride
oood

the ratio of current assets less inventories to current liabilities
goooooooooooooooo

Renminbi, the lawful currency of the PRC
ooooooooooo

Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong
gopooos7a0booooooao

share(s) of a nominal value of HK$0.05 each in the capital of the Company
gooooooboooo.o500000d

holder(s) of the Share(s) of the Company
ooooooono

The Stock Exchange of Hong Kong Limited
ooooooooooo

the Republic of China
oooo

a unit measuring weight, equal to 1,000 kilograms
00oooOooooooaioeoonn

the United States of America
goooono

US dollar, the lawful currency of US
ooooooooono

Xi Xi Development Limited, a company incorporated in the BVI
0000000 000o0oooOo00OooooUoOooooo

per cent.
oo

* The English or Chinese translations in this report, where indicated, denote for identification purposes only.

* 0000000000 0O00moo00on
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EXECUTIVE DIRECTORS

Mr. Wong Luen Hei (Chairman)
Mr. Zuo Manlun (Chief executive)
Ms. Zuo Xiaoping

Mr. Lai Zhigiang

Mr. Kong Zhaocong

Mr. Chen Guonan

Dr. Lin Shaoquan

Mr. Huang Guirong

Mr. Luo Jianfeng

NON-EXECUTIVE DIRECTOR
Mr. Lin Dewei

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Fung Pui Cheung

Mr. Wong Kwok Ho Jonathan

Mr. Cheung Man Yu

Ms. Lan Fang

Dr. Tao Zhigang

- € @, mm
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Mr. Lin Dewei
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21 August 2017
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CORPORATE INFORMATION (continued)
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PrRle P « R PG R R
MaplesFS Limited

PO Box 1093

Queensgate House

Grand Cayman, KY1-1102

Cayman Islands

Brle « R PGe RR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East, Wanchai

Hong Kong

M e_0 RR Ou?_

iPR Ogilvy & Mather

Units 2008-12, 20th Floor, The Centre
99 Queen’s Road, Central, Hong Kong
Tel: (852) 2136 6185

Fax: (852) 3170 6606

Email: ir@lesso.com
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This report contains forward-looking statements. These forward-looking statements
include, without limitation, statements related to revenue and earnings. The words
“believe”, “intend”, “expect”, “anticipate”, “forecast”, “estimate”, “predict”, “is
confident”, “has confidence” and similar expressions are also intended to represent
forward-looking statements. These forward-looking statements are not historical facts.
Rather, the forward-looking statements are based on the current beliefs, assumptions,
expectations, estimates and projections of the directors and management of China
Lesso about the businesses, industries and markets in which China Lesso operates.

These forward-looking statements are not guarantees of future performance and
are subject to risks, uncertainties and other factors, some of which are beyond the
Company’s control and are difficult to predict. Consequently, actual results could
differ materially from those expressed, implied or forecasted in the forward-looking
statements.

Reliance should not be placed on these forward-looking statements, which reflect only
the views of the directors and management of China Lesso as at the date of this report
only. The Company undertakes no obligation to publicly revise these forward-looking
statements to reflect events or circumstances that arise after publication of this report.
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