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China Lesso is a leading large-scale industrial group, making building
materials and interior decoration products in mainland China. The
Group has 22 advanced production bases in 16 regions which support a
nationwide sales network, providing a comprehensive range of diverse
products and quality sales services for its customers.

Quality products, strong brand influence, advanced technologies in
research and development and a wide sales network have reinforced
the Group’s market leadership in southern China and have allowed
it to springboard into other local markets in the country. In addition
to steadily enhancing the core business of pipe manufacturing, the
Group has been fostering growth drivers by pursuing the development
of its new business of building materials and interior decoration
products, namely those of systems of doors and windows, sanitary
ware products and integrated kitchens. The Group also initiated an
e-commerce venture, its proprietary Lesso Mall, which is a dedicated
e-commerce platform for hardware, electrical equipment and building
materials.

MARKET REVIEW

During the period under review, China’s economy grew by 6.7%. Albeit
the slowest in seven years, the growth also indicated stabilisation of
the slowdown, thus easing the market’s fear for a hard landing. The
country continued to ramp up investment in civil infrastructure despite
the market’s weak sentiment. This sustained demands for pipes and
pipe fittings.

In early 2015, China embarked on the “Sponge City” initiative to reduce
flood risks by redesigning and redeveloping urban areas, aiming to
better capture, clean and reuse storm water. The program, now being
planned, will call for a total investment of up to RMB® trillion, which will
be allocated to the related projects to be constructed in the medium
and long term. Apart from the first batch of 16 cities which had been
designated as pilot cities for the program, another 14 cities were added
to the list in May 2016. The central government will grant each pilot
city an annual financial subsidy of RMB400 million to RMB600 million
for a period of three years in an effort to address to the dual challenges
of water scarcity and urban flooding. Such government initiatives of
immense scale will continue to bolster demand for water pipes and
pipe fitting.
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In addition, the State Council unveiled a mega plan to rebuild or
refit the urban underground pipeline network, which will collectively

carry utility lines for transmission of electricity and gas, heating and
telecommunications, etc. According to China Institute of Industrial

Cluster Limited, the plan will involve a combined length of more than

370,000 km of four types of pipelines for water supply, drainage, gas
and heating and will require a total investment of RMBA4 trillion. Since
the central government urged the transformation of the subterranean

pipe networks, local governments have successively introduced a
series of policies to implement the plan. It is expected that over 50%

of the cities will complete the planning and obtain approval for the
relevant projects by 2020. This will generate massive demand for the
pipes, hence great opportunities for business in the pipe industry.

To accelerate investment in the plan, the Chinese government
encourage the private sector, especially companies with financial
strength, professional skills and experience in operational
management, to invest in the construction and operation of the
underground pipe networks through partnerships with the public
sector. The companies in such public-private partnerships may also
have access more easily to credit from commercial banks and other
financial institutions to finance the infrastructure and public utility
projects.

With the progress of “Action Plan for Prevention and Control of Water
Pollution” unveiled by the State Council in April 2015, investments
have been pooled into the water industry, to deal with industrial water
pollution and water efficiency. Dubbed as China’s most comprehensive
water policy to date, the action plan is aimed at making more than 93
per cent of the water supply to cities drinkable by 2020, and raising the
proportion of water that meets that standard in seven river basins to
above 75 per cent by 2030. The program will require a total investment
of over RMB2 trillion, according to the Ministry of Environmental
Protection.
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Meanwhile, as China’s ongoing urbanisation will sustain the demand
for pipes used in different fields, including telecommunications,

the supply of power, heat, gas and water as well as drainage, the
sewerage system, the refuse disposal system and fire service. On one

hand, the shantytown renovation, construction of affordable housing

and redevelopment of dilapidated housing will continue to generate
demand for the pipes. On the other hand, the development and
upgrade of rural roads, expressways and high-speed railways will also
add new impetus to the pipe and pipe fittings industry.

During the period under review, China’'s property sector shed
momentum as it was affected by the government’s restrictive policy

on the property markets in top-tier cities and a severe property glut
in lower-tier cities. Nevertheless, the government also took a flurry
of measures to support reasonable demand for housing which was
absorbing the surplus. Steady progress in social security housing
projects and increased market penetration of pre-decorated flats
benefited the industries of building materials and interior decoration
products but the positive effect of such developments was

overshadowed by the slowdown in construction of properties.

In 2015, the Chinese government mapped out the “One Belt, One Road
Initiative” to promote connectivity and cooperation between China
and the rest of Asia, Africa and Europe along the “Silk Road Economic
Belt” and the “Maritime Silk Road”. The project, which has substantial
financial backing, will present ample opportunity for the Chinese
enterprises which are expanding overseas. With the aim of promoting
investment and trade, China has been rolling out infrastructural projects
across the regions covered by the initiative. This will translate into a
buoyant demand not only for pipes and pipe fittings but also for building
materials, hardware and electrical equipment.
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8 «¥
China Lesso mainly operates three business segments, including e7L¢d % g}8 d <jc@ M8
plastic pipes and pipe fittings, building materials and interior decoration ¢Mee ¢et¢*Ug¢es q;(Lg
products and Lesso Mall, an e-commerce platform. During the period i 8 fu¥,«dl« "x]2E#

under review, the Group’s revenue grew by 4.0% year on year to —4.0% [O A& 73.25% 2015Ej EjJ
RMB7,325 million (1H 2015: RMB7,043 million). The growth was O AE£7043 ©«dW _0l« =2e0]

attributable to the increased efforts by the Group’s major business unit ? °fm8Y Ud}batd ¢@M8
of plastic pipes and pipe fittings to capitalise on the civil infrastructure iMe8 f
projects.

The table below sets out the breakdown of revenue by business unit hE&1+.U 2016 E ;2015E6U30UR - H

for the six months ended 30 June 2016 and 2015: Ux]28 ExY «]j
Revenue % of total revenue
x] &< x1%
2016 2015 2016 2015
RMB million RMB million Change
[OEE-0 [OEE-0©

Plastic Pipes and Pipe COMB¢Me

Fittings 6,605 6,357 3.9% 90.2% 90.3%
Building Materials and et*U

Interior Decoration

Products 406 344 18.0% 5.5% 4.9%
Lesso Mall Lg i 157 215 (27.0)% 2.1% 3.1%
Others* la# 157 127 23.1% 2.2% 1.7%
Total < 7,325 7,043 4.0% 100.0% 100.0%

# “Others” includes businesses of construction, financing services and others. # “lu™<"0eD slug f

As at 30 June 2016, the number of the Group’s independent and U 2016 E6U300UdI« 8E7¢®YU

exclusive tier-one distributors increased to 2,135 all over the country. mueSt3¥%V pf# 2,135 af619
Southern China remained as the Group’s major revenue contributor as ¥ % l« YO x]8Ud,«l«

the Group continued to increase its penetration of the market there 1fd+~ ® Y9 A dgixl9

to reinforce its leading position. The Group is also actively expanding i«® fl« U =R+61® o.

its business beyond southern China in the country in order to drive Y9 d¢g¢bd+ &£ V/f~&d.U0dT

its overall sales. Meanwhile, the launch of its production base in ?®0«¥,«3*Uu vie — ®YI
Shandong province during the period under review enhanced the ef«¥ «dl« 8 61® ¢61g
Group’s presence there. During the period under review, revenue from .® Y x]&1l« <x]z*9 %60.2%

southern China and those from other regions in the country accounted q39.8%€ 2015 E ] E j+ 9 %59.9% ¢
for 60.2% and 39.8% respectively (1H 2015: 59.9% and 40.1% 40.1%
respectively) of the Group’s total revenue.
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8 «¥ ¢f.
The table below sets out the breakdown of revenue by region for the h@E&1+U 2016 E (2015E6U30UR - H
six months ended 30 June 2016 and 2015: Ux]2® E=+Y «j
Revenue % of total revenue
x] &<x]%
2016 2015 2016 2015
Region? RMB million RMB million Change
® [OEG-0 [OEG-0
Southern China 61 4,406 4,220 4.4% 60.2% 59.9%
Southwestern China i 698 674 3.6% 9.5% 9.6%
Central China 6 800 774 3.2% 10.9% 11.0%
Eastern China 6 406 367 10.7% 5.5% 5.2%
Northern China 6 429 430 (0.4)% 5.9% 6.1%
Northwestern China 235 239 (1.7)% 3.2% 3.4%
Northeastern China 112 119 (5.7)% 1.5% 1.7%
Outside China 70, 239 220 8.8% 3.3% 3.1%
Total < 7,325 7,043 4.0% 100% 100.0%
# Details of the scope of coverage of each region are set out in note 3 to # ¢t® Y'Si <16 0]¥i &

condensed consolidated financial statements. *W3 f
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PLASTIC PIPES AND PIPE FITTINGS

The plastic pipes and pipe fittings business remains a mainstay
operation of China Lesso, which accounted for 90.2% (1H 2015:
90.3%) of the Group’s total revenue during the period under review.
The Group supplies various kinds of pipes and pipe fittings and
comprehensive services for such fields as water supply, drainage,
power supply and telecommunications, gas transmission, agriculture,
floor heating and fire services.

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 2016 and 2015:
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PLASTIC PIPES AND PIPE FITTINGS (Continued)

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 2016 and 2015:

8 «¥ ¢f.

COMB:Me8 Efs

hE&1.8U 2016 E ¢2015E6U30UR -
HUc@M8¢;M+8 2*UJDE+Y;
il eVZe¢x]xe <

Average selling price Sales volume Revenue
il vZ x]
2016 2015
2016 2015 2016 2015 RMB RMB
RMB RMB Change Tonne Tonne Change million million Change
[OEO [0FEO § § [OEG-© [0ED-0
PVC products PVC*U 6,991 7,510 (6.9)% 626,413 560,172 11.8% 4319 4,207 4.1%
Non-PVC products’ ¢ PVC*(* 15,654 16,278 (3.8)% 142,198 132,082 7.7% 2,226 2,150 3.5%
Total < 8,593 9,183 (6.4)% 768,611 692,254 11.0% 6,605 6,357 3.9%
# “Non-PVC” plastic pipes and pipe fittings mainly refer to those made of PE or # "¢PVC ™M OIM8B8¢, M6 JPED PP-RSf
PP-R.
The Chinese government encouraged investment in civil infrastructure c7A |, E£O0[? °fdl«
projects, which created buoyant demand for plastic pipes and = ~led2e €°fACOMS8Me.
pipe fittings. The Group grasped the opportunity through its active *UY@Efa.dl« S\¢gbOe«*U
involvement in related projects. In addition, the Group has been YP\isd% n¥Yclid2 ¢@ M8
expanding the scope of applications of the products, e.g., offshore cMe8 VZ {y][ Y#—f«¥,
cages for aquaculture, to attain satisfactory growth in sales volume of «d¢c@M8¢MeYVZ2EH#  11.0% f
the plastic pipes and pipe fittings business. During the period under *UJ@U&APVC *UVZ2E# 11.8%
review, sales volume of the plastic pipes and pipe fittings increased by 626,41% 2015Ej] Eu560,172 3dp¢
11.0% year on year. In terms of product materials, sales volume of PVC PVC*UYVZAE2E|°7T.7% 142,198 §

products increased by 11.8% year on year to 626,413 tonnes (1H 2015:
560,172 tonnes) while that of non-PVC products increased by 7.7%
year on year to 142,198 tonnes (1H 2015: 132,082 tonnes).

As the Group priced its products on a cost-plus basis, the ongoing
decline in raw material costs led to a year-on-year decrease of 6.4% in
the average selling price of plastic pipes and pipe fittings to RMB8,593
per tonne (1H 2015: RMB9,183 per tonne). Average selling price of PVC
products decreased by 6.9% year on year to RMB6,991 per tonne (1H
2015: RMB7,510 per tonne) while that of non-PVC products declined
by 3.8% year on year to RMB15,654 per tonne (1H 2015: RMB16,278
per tonne). However, the Group still managed to maintain the business
segment’s gross profit margin at 31.3% (1H 2015: 29.0%).

€2015Ej Eul32,08%

B6l« 201 0?2 _ >>*U gd
a34d5fh%wYa¢@O0l-¢cc@ M8
EMeY il 2Eh%6.4% EsS[O
/8,593@ 2015 Ej EjES[O /£9183
¢ PVvC*UY i/l 2Eh%6.9 E
$§[0 A£6,991® 2015E|] EjES[O A
7510©«dp¢PVvC *UY i/l E2Eh
%3.8% E §[ O A15,654@&@ 2015 E |
EjES[O/E16,278 ©4ipd 8 A
Y&; ¥:318 2015 Ej E u29.0%



China Lesso Group Holdings Limited e 7L¢« >ppP"®!

MANAGEMENT DISCUSSION AND ANALN&IS
M#4A ¢+  €fs

PLASTIC PIPES AND PIPE FITTINGS (Continued)
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As its economic structure is in the midst of a wrenching transition,
it is widely expected that China’s economic growth is set to edge
down further in the second half of 2016. However, as the Chinese
government continues to press ahead with the infrastructure projects
as part of its plan to boost the national economy, the Group remains
prudently optimistic about the prospect. The Group will continue
to strengthen its business fundamentals by adopting the following
strategies:

OPTIMISE RODUCTION EFFICIENCY

To improve overall production efficiency, the Group will continuously
press on with its five-year plan to fully automate its production bases.
The move will expedite the production process, save labour costs,
reduce human errors and enhance product quality. In addition, the
plan for the construction of the Group’s plant in Hunan province is in a
preliminary stage and the plant will be constructed by phases according
to market demand.

REINF&RCE MARKET LEADHSHIP

The Group will continue to enhance its penetration of its principal
market of southern China, with the aim of consolidating its market
leadership and enhancing its brand equity. The Group will also extend
its footprint beyond southern China to fully tap the demand in other
parts of the country. Meanwhile, the Group will step up an effort to
expand its markets into overseas with its diverse product offerings and
brand influence. The Group plans to establish production bases in India,
Indonesia and Uganda to expand its pipes and pipe fittings and building
materials businesses in overseas markets.

ENHANCE LESSO MALL'BSBNESS MODEL

Since its establishment in 2015, Lesso Mall has achieved remarkable
progress in the domestic market. The Group will assess and optimise
its business model before expanding to the other parts of China.
Meanwhile, the Group also planned for a gradual rollout of Lesso Mall
beyond China. By doing so, the Group will first examine the potential
of the markets covered by China’s “One Belt, One Road Initiative”.

Although the overseas expansion plan is still at a preliminary stage, the
Group believes that the business has enormous room for development
and will develop it into a future growth driver.
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For the six months ended 30 June 2016, the Group’s revenue
increased by 4.0% year-on-year to RMB7,325 million (1H 2015:
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As at 30 June 2016, the Group’s current assets and current liabilities
were approximately RMB8,711 million and RMB6,637 million
respectively. The Group’s Current Ratio decreased to 1.31 from 1.88
as at 31 December 2015, while the Quick Ratio decreased to 0.91
from 1.38 as at 31 December 2015. It is due to a syndicated long-term
loan of US$135 million will be maturity in May 2017. The Group'’s total
equity increased to approximately RMB10,499 million. The Group’s
Gearing Ratio stood at a healthy level of 23.9%.

With cash and bank deposits, including restricted cash, of
approximately RMB3,632 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
other than borrowings denominated in US dollar and HK dollar. No
hedging has been arranged on the above-mentioned exposure.

CHARGE ON ASSETS

As at 30 June 2016, certain of the Group’s available-for-sale
investments with an aggregate net carrying amount of approximately
RMB35 million were pledged to a bank to secure the banking facility
and this banking facility has not been utilised.

CONTINGENT LIABILITIES

As at 30 June 2016, except for the contingent consideration disclosed
in note 25 to condensed consolidated financial statements, the Group
did not have any significant contingent liabilities.

HUMAN RESOURCES

As at 30 June 2016, the Group employed a total of approximately 8,900
employees including directors. Total staff costs were RMB342 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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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 2016. 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.

CORPORATE GOVERNANCE PRACTICES

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 standard 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 review period, except that one of the independent non-
executive directors was unable to attend the annual general meeting
(*“AGM") of the Company held on 13 May 2016 (as provided for the
Code A.6.7) due to other business engagements.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

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 had

complied with the required standard as set out in the Model Code

throughout the review period. The Model Code is also applicable to
other specific senior management officers of the Company.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2016, the interests and short positions of the directors

and the chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of SFO) as recorded in
the register to be kept by the Company pursuant to section 352 of the

SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code were as follows:

Number and capacity of shares of the Company interested
I®!EBp..pfell @
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(a)

Percentage of
the issued share

Beneficial Interests of capital of the
Name owner Spouse Other interests Total Company
&1®!
Si ply
‘o YBiP|[ a £B li/EB <p o+a
Wong Luen Hei - 2,308,000 (L)@ 2,118,485,000 (L)@  2,120,793,000 (L) 68.36%
»L$
Zuo Xiaoping 2,308,000 (L)@ 2,118,485,000 (L)% 2,118,485,000 (L)®@  2,120,793,000 (L) 68.36%
8il
Zuo Manlun 3,842,000 (L) - - 3,842,000 (L) 0.12%
8 P
Luo Jianfeng 1,927,000 (L) - - 1,927,000 (L) 0.06%
T n
Note: *Wj

(a) The letter “L” denotes the person’s long position in such securities.

(b) These shares of the Company are held by New Fortune, which was wholly-
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 2016, 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.
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As at 30 June 2016, 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:

Number of issued

Name of Shareholders Capacity ordinary shares held @

p aH 5pYSi w-ppf @

UBS Trustees (B.V.l.) Limited Trustee® 2,118,485,000 (L)

UBS Trustees (B.V.l.) Limited 'A[ ®
Xi Xi Development Interests of controlled
corporation® 2,118,485,000 (L)
Cile a>, £AB ®
New Fortune Beneficial owner® 2,118,485,000 (L)
-, K v, Blp [ (b)
Note:

(a) The letter “L” denotes the person’s long position in such securities.

(b) These shares relate to the same block of shares in the Company as those set
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 2016, the directors of the Company
were not aware of any person or corporation (other than the directors

Percentage of
the issued share
capital of the Company
&1®!
Si plyd+a

68.28%

68.28%

68.28%
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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”) 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 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.

DISCLOSURE PURSUANT TO RULES 13.18 AND
13.21 OF THE LISTING RULES

On 3 March 2014, the Company as borrower entered into a facility
agreement (the “Facility Agreement I”) in relation to a syndicated
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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 |, the Facility
Agreements require that the Wong Family shall collectively maintain,
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For the six months ended 30 June 2016, save as set out below, the
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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To the board of directors of China Lesso Group Holdings Limited ce7Lc« >pP"®!&+6
(Incorporated in the Cayman Islands with limited liability) €05 E¥XW OmYb"2a ®Ie«

INTRODUCTION I

We have reviewed the accompanying condensed consolidated financial ¢tAS2ate106K24
statements of China Lesso Group Holdings Limited (the “Company”)
and its subsidiaries (together, the “Group”) set out on pages 24 to 59,
which comprise the condensed consolidated statement of financial
position as at 30 June 2016, and the related condensed consolidated
statement of profit or loss and other comprehensive income, the
condensed consolidated statement of changes in equity and the
condensed consolidated statement of cash flows for the six months
then ended and explanatory notes. The Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited require the
preparation of a report on financial information to be in compliance with
the relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34") issued by the Hong Kong
Institute of Certified Public Accountants.

The directors of the Company are responsible for the preparation and
presentation of these condensed consolidated financial statements in
accordance with HKAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements based on our
review. Our report is made solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.
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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

Hong Kong Institute of Certified Public Accountants. 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.

CONCLUSION

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.

Ernst & Young

Certified Public Accountants
22/F CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

23 August 2016
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPRERENSIVE INCOME
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X ¢ L, SENMd 30 (@ 201¢
0 0%01¢ 060 00 04100

Six months ended 30 June
U 6U30UR-HU

2016 2015
Note RMB'000 RMB'000
W [OEWO [OEWO
(Unaudited) (Unaudited)
€J%2é- €J%2é-
REVENUE x ] 4 7,325,116 7,043,182
Cost of sales VIOl (5,141,630) (5,135,575)
Gross profit a; 2,183,486 1,907,607
Other revenue, income and gains lix]exBy¢ ;B 4 42,838 51,372
Selling and distribution expenses ViegxVs0o (376,971) (333,965)
Administrative expenses A0 (355,760) (283,718)
Other expenses [IVEYe) (268,847) (265,202)
Finance costs D Ol 5 (41,511) (41,458)
Share of profit of a joint venture +&Se¥ t8P; 385 612
PROFIT BEFORE TAX dUAP; 6 1,183,620 1,035,248
Income tax expense O0{usd 7 (275,185) (232,919)
PROFIT FOR THE PERIOD L« P 908,435 802,329
OTHER COMPREHENSIVE (EXPENSE)/INCOME IiEEESOIxB
Items that may be reclassified subsequently to | 6 -40 &BY
profit or loss: °fj
Exchange differences on translation of foreign +tQ.E E*[Y
operations 037X (6,956) 4,150
Changes in fair value of available-for-sale 6 /3 ®2 =
investments 442 922
OTHER COMPREHENSIVE (EXPENSE)/INCOME < lUE&
FOR THE PERIOD €309xB (6,514) 5,072

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD ,«E&xB<X 901,921 807,401
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Six months ended 30 June
U 6U30UR-HU

2016 2015
Note RMB'000 RMB'000
W [OEWO [OEWO
(Unaudited) (Unaudited)

€J%2é- €J%2é-

Profit for the period attributable to: 80R,B2& , « P ;j

Owners of the Company I®!1p] 912,380 805,945
Non-controlling interests ¢>SAEB (3,945) (3,616)
908,435 802,329

Total comprehenS7C1_0 1866 0 | S Q BTM.41-.874 -1c 1212 229
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Juoogdood

As at \50’ L@ 207¢
0201 0% 0 300

30 June 31 December
6U30U 120310
2016 2015
Note RMB'000 RMB'000
W [OEWO [OEWO
(Unaudited) (Audited)
€l%2¢e- €%2¢e-
NON-CURRENT ASSETS ¢t *

Property, plant and equipment J8e@Osfé 10 6,412,644 6,011,812
Prepaid land lease payments kuz®a#> 10 1,162,614 1,157,926
Investment properties 3J8 11 998,955 318,431
Goodwill ‘ 12 43,191 -
Other intangible assets lai— * 32,523 35,790

Deposits paid for the purchase of land, ..0z®elJ8e@0O£é
property, plant and equipment O00uy2- 1,093,333 745,175
Interest in a joint venture 0S¥ T8YAEB 7,560 7,175
Held-to-maturity investments 5p Q,3 13 61,007 62,435
Available-for-sale investments 6 /3 14 77,569 48,363

Deferred tax assets
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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X ¢ L, SENMd 30 (@ 201¢
0 0%01¢ 060 00 04100

Attributable to owners of the Company

|®1'p[D&
Available-
for-sale
investment  Exchange Non-

Share Share  Statutory Capital Merger revaluaion  fluctuation ~ Retained controlling Total
capitl  premium  reserve®  reserve® Teserve Teserve Teserve profits Total  interests equity
61
plopuP ek @ LB g3 a3 E 5P < OSEB  EB<X

RMBOOO  RMBODD  RMBOOD  RMBOOD  RMBOD  RMBOOO  RMBOOD  RWBOOD  RMBOO  RMBOD  RWBONO
[0EWO [0AWO [0AWO [0AWO [0AwO [0EwO [0wO [0wO [0wO [0wE [0FwE

At 1 January 2016 82016E1010 13568 1922887 1156712 5,250 5515 199 (30,726) 6573562 9,770,885 94567 9,865,452
Profitfor the period P - - - - - - - 012380 912,380 (3945) 908,435
Other comprehensive Rl

expense for the period €430 = - - - - 42 (9,509) - (9,067) 2553 (6514)
Total comprehensive income «CE&

for the period xB<X - - - - - 4 (9509 912380 903313 (1392) 901921
Capital contributions from non- ¢)SKB

controlling interests - - - = o - - -
Non-controlling interests arising from 8 ¥;*[Y¢»>S&B

91,920 91,920

busingss combinations (note 25) €+ W25 = = = = - - - - - 1,202 1,202
Shares repurchased (note 23) € P ErW23e (342)  (17,269) - - - - - (lo44y (28,052) - (2805
Dividends recognised as HOMELD(

distributions to owners (note 8) t|YpEowg o - - = = = = - (33028 (339,28) - (330.28)
Appropriation fo Statutory reserve ~~ 7a ,>-6 - - 2397 - - - - (2.397) - - -
At 30 June 2016 62016E60300

(Unaudited) £J%28e 135344 1905618 1,159,109 5,250° 5515 2441 (40235 71338767 10306918 192,297 10,499,215

# These reserve accounts comprise the reserves of RMB10,171,574,000 in the # .8*90 62016 E6U30U G]¥l K

condensed consolidated statement of financial position as at 30 June 2016. 1E-+ &[0 A10,171,574,000 © f
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Atributable to owners of the Company

[®11p[Dé
Avalable-
for-sale
investment  Exchange Non-
Share Share  Statutory Capital Merger  revaluaion fluctuation  Retained controlling Total
capitl  premium  reserve®  reserve® reserve feserve reserve profits Total  interests equity
61
plopuP of B Lp B g < OSEB EBX
RMBOOO ~ RMBOO0  RMB'OO0  RMBOO0  RMB0OO  RMB'OOO ~ RMBO00  RMBO0O0  RMBOOO  RMB'000  RMBO0O
At1January 2015 62015E1010 135686 192887 943494 31,645 5515 Y 2486 5484524 8545459 4264 8549723
Profitfor the period P - - - - - - - 805045 805,945 (3616) 802,329
Other comprehensive income Xl
for the period E&xB - - - - - 922 2911 - 3633 1239 5072
Total comprehensive income «CE&
for the period xB<X - - - - -
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
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X ¢ L, SENMd 30 (@ 201¢
0 0%01¢ 060 00 04100

Six months ended 30 June
U 6U30UR-HU

2016 2015
Note RMB'000 RMB'000
W [O0A& [0 &
(Unaudited) (Unaudited)
€J%2¢&- €J%2¢e-
OPERATING ACTIVITIES % oz
Profit before tax: SUAP:] 1,183,620 1,035,248
Adjustments for: lghe¢°* [j
Interest income ;1xB 4 (28,060) (33,700)
Government grants released Sal]YA ' p? (992) (522)
Gain on early redemption of held-to-maturity dgdU«5p Q,3 Of
investments B 4 (79) -
Interest expenses 180 5 41,511 41,458
Depreciation and amortisation + AV 6 286,258 242,007
Loss on disposal of items of other intangible assets /1al- *qJ8e
and property, plant and equipment @O0¢Ee°fYf& 6 4,070 2,192
Write-down of inventories to net realisable value, net UO"A- $ = X 6 56,394 41,263
Impairment of trade receivables, net gebx>° = X 6 25,529 47,072
Impairment of property, plant and equipment JBe@O£8Y = 6 - 398
Share of profit of a joint venture +&S®e¥ T8P; (385) (612)
1,567,866 1,375,404
Increase in inventories A-# (453,136) (426,907)
Decrease in trade and bills receivables qebx>°¢C¥% C 25,887 8,844
Increase in receivables from factoring services and -# ¢,6DabD
supply-chain financing services Dx>°# (94,506) -
Increase in prepayments, deposits and ku>e2-¢10Dx>°
other receivables # (157,580) (297,909)
Increase in trade and bills payables qoebu>°y, Ch# 1,014,692 408,169
Increase/(decrease) in other payables and [abu>°¢ b I\
accruals # E Ceo 18,541 (397,825)
Increase in deferred income E-xB# 14,600 4,725
Cash generated from operations Y *[YS$- 1,936,364 674,501
Bank interest received Sx0 ;¢ 24,897 28,645
Corporate income tax paid Sutsod{u (201,255) (206,851)

Net cash flows from operating activities %z 0{$-tZ X 1,760,006 496,295
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

gobobbibUOooo

INVESTING ACTIVITIES
Purchases of items of property, plant and equipment
Proceeds from disposal of items of other intangible assets
and property, plant and equipment
Additions to prepaid land lease payments
Additions to investment properties
Additions to other intangible assets
Purchases of held-to-maturity investments
Proceeds from early redemption of held-to-maturity
investments
Interest received from held-to-maturity investments
Purchases of available-for-sale investments
Acquisition of subsidiaries
Placement of time deposits with original maturity
over three months
Withdrawal of time deposits with original maturity
over three months

3z
..0J8e@0O¢Eé°f

8 /lil- *qJ8e
@O E8°fYO[>®
kuz®a#>#

3 J8#

lGl— *#

..05p Q,3

d@U«5b Q,3
o0

$x5p Q,3 V!
..0 6 /3

X...en®!

365, A£ab,"
t@gHU-.
PV>,Afab,"

Six months ended 30 June
U 6U30UR-HU

2016
Note RMB'000
oW [OEWO
(Unaudited)

€J%2¢&-

(717,102)

13,411
(22,588)
(893,459)
(1,225)

2,740
3,203

(27,612)

25 (56,667)

(11)

2015
RMB'000
[OEWO
(Unaudited)
€J%2¢e-

(750,375)

2,765
(29,918)

(7,001)
(28,427)

3,303

(110,813)

over three month731 Tf 0.028 T395 [<08.12_1 50500 8.5 238.1103 505.8626 Tm <04B30F1F063D714802DC0081>Tj 71,541 1 Tf !
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Juoogdootgd

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.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAELSGihAEEMENTS
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The Group has adopted the following revised standards for
the first time for the current period’s condensed consolidated

22 6 A ¢(¢bPE+°

l« 01,0Y l'.'l]¥i E «/
ab\he3sL _AEj

financial statements.

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28

Amendments to HKFRS 11

Amendments to HKAS 1

Amendments to HKAS 16
and HKAS 38

Amendments to HKAS 16
and HKAS 41

Amendments to HKAS 27

Annual Improvements
2012 - 2014 Cycle

The application of these revised standards in the current