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China Lesso is a leading manufacturer of plastic pipes and pipe
fittings in the PRC, which is listed on the main board of the Stock
Exchange (stock name: China Lesso, stock code: 2128). The Group
has 14 major production bases located variously in Guangdong,
Guizhou, Sichuan, Hubei, Jiangsu, Henan, Hebei, Heilongjiang,
Jilin, Shaanxi and Xinjiang and a sales network covering the whole
country. These production bases and sales network are strategically
distributed all over China such that the Group can provide quality
products and meticulous services to customers in a timely manner.

China Lesso is able to provide the most comprehensive range of
plastic pipes and pipe fittings to the market. These products are
widely used in areas such as water supply, drainage, power supply
and telecommunications, gas supply, floor heating, fire prevention
and agriculture. The Group has expanded to home building material
products such as sanitary products, holistic kitchens, and plastic-
steel doors and windows.

China Lesso is a one-stop solution provider that offers consultation,
design, implementation and after-sales services to customers. By
getting involved in projects at their initial stage, the Group helps
customers to formulate comprehensive, total solutions.
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Six months ended 30 June As at As at
BZE6A30HE~EA 30June 31 December Increase/
2013 2012 2013 2012 (decrease)
Ra3E FR20124F #m,/
20135 2126 6A430A 12A318 ORA)
(%)
(RMB million) (AR¥EER)
Revenue WA 5,692 4819 18.1
Gross profit el 1,492 1,248 196
Finance costs BB A 76 69 96
EBITDA SViakiie: Ik V| 1,090 916 19.0
Profit before tax B A R A 840 733 14.6
Profit for the period HAREF 678 598 134
Profit attributable to owners of the Company 282 A1 G A JE(L HF 683 600 138
(RMB million) (AR¥EER)
Total assets BERE 10,883 9,783 1.2
Cash and bank deposits B RIRITER 1,796 1,922 (6.6)
Total debts' ER LR 2,636 2,225 185
Net debti®) SFER 840 302 178.1
Total equity BaiEs 6,440 6,028 6.8
Share information (RMB) BROER(ARK)
Basic earnings per share® BRERZC 022 0.20 10.0
Diluted earnings per sharef® BRREERERO 022 0.20 10.0
Equity attributable to owners of the BRARAEEA
Company per share il 3 21 199 6.0
Financial ratios g 3s S
Interest cover (times) S AT RO(£F) 1437 13.23
Total debts to total capital® (%) RIS B E AR
fBEaL e (% ) 29 vij
Net debt to equity® (%) SFEBERERLLRN(%) 13 5
Notes: BIRE -
(a) Represented total bank loans and other borrowings. (a) ERITER R E A B RAREE o
(b) Represented total debts less cash and bank deposits. (b)  IEEBEFRR S MRITER

(c) Details of the calculations of the basic and diluted earnings per share of the  (c) RABBREAREERN 2 st EF MR ERAR S B 5k

Company are set out in note 9 to condensed consolidated financial statements. EET
(d) Represented EBITDA divided by finance costs. (d) S ERHTE AT A BERR AR B A ©
(e) Represented total debts divided by the sum of total debts and total equity. (e)  IEEBHEREMRABRTEN CERETENAN -
(f) Represented net debt divided by total equity. (f) EFEBRAE R AR -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEENWE D

OVERVIEW

As one of the largest manufacturers of plastic pipes and pipe fittings
in China, China Lesso has been committed huge resources to the
provision of a full range of plastic pipes and pipe fittings to customers
via its extensive sales network throughout the country. The Group's
products have been broadly used in seven major sectors, namely,
water supply, drainage, power supply and telecommunications, gas
supply, agriculture, floor heating and fire prevention.

To take advantage of market demand and generate synergies among
different segments, the Group’s business has diversified into new
segments of home building materials, such as sanitary products,
holistic kitchens and plastic-steel doors and windows. These products
are positioned to propel longer term earnings growth and broadening
the Group's earnings base.

Headquartered in Shunde, Guangdong Province, the Group has
established a strategic sales network and production bases that covers
the entire country, with 14 major production bases located in 11
provinces.

ANALYSIS OF MARKET CONDITIONS

Global economic growth remained quite subdued during the first six
months of 2013, as the growth of the emerging market economies
continued to disappoint investors. This was mainly due to infrastructure
bottlenecks, capacity constraints, decelerating external demand
growth, lowering commodity prices and weakening policy support.
Moreover, the euro area continued to be overshadowed by low
demand and depressed confidence. The US economy increased in a
weaker-than-expected pace, as fiscal contraction affected improving
private demand. Meanwhile, signs of initial improvement were flashed
in July by economic indicators in the US and Europe.

Although there was a complex, volatile and challenging macro
environment, the Group's business environment of plastic pipe in the
first half of 2013 seemed to be less strenuous than the same period
last year. Demand for plastic pipe remained steady during the review
period, as infrastructure activities and sales of residential properties in
China continued to be stable in the first half of this year.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

SR E TR NADMNT @)

DEVELOPMENT STRATEGY

In the wake of the deceleration in China’s economic activities, the
Group has been proactively pursuing the strategy of economies of
scale and expanding sales network in a bid to drive both turnover
and profit growth. The management expects this strategy to further
precipitate industry consolidation and solidify the Group's leading
industry position.

While pursuing a growth approach, the Group has stepped up efforts
in monitoring changes in accounts receivables and inventory positions.
The management believes that such a disciplined approach would
ensure that the Group's long term growth is well supported by healthy
cash flow and strong financial position.

In a bid to keep the accounts receivables at manageable level, the
management has stipulated a stringent credit policy. Most of the
distributors are requested to transact with cash-in-advance or cash-
on-delivery. Credits are only extended to those distributors with well-
established relationship and good reputation.

Distributors are given shorter credit days. Direct sales to project-based
customers are offered relatively longer credit days, depending on the
completion time of the projects. These projects are mainly related to
major infrastructure and property developments.

The management has paid huge attention to strengthening China
Lesso’s nation-wide sales network, which is crucial to the Group's
long-term growth and fortifying its leading industry position in China
through its diverse range of plastic pipe and pipe fitting products, and
integrated solutions for its new products.

China Lesso currently runs a sales network of about 1,600 independent

and exclusive distributors across China. These distributors are served
by our sales team.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

BEE R )

BUSINESS REVIEW AND ANALYSIS

The table below sets out the breakdown of revenue from plastic pipes
and pipe fittings by product for the six months ended 30 June 2013
and 2012:

EBEOERD T

TR EE20135F 4201256 A30B IE/NEA - 28
REBREHFRARERE SRS

2013 2012
20135 20126

RMB million % of total revenue RMB million % of total revenue

ARBEER 1G4 A% AREFET IEHBIA%

Water supply 19/ 2,168 403 1,806 39.0%

Drainage Bk 2,043 380 1,755 37.9%
Power supply and BHRE

telecommunication &R 922 172 845 18.3%

Gas supply FRRALRE 75 14 55 1.2%

Others? Hithr 169 31 168 3.6%

Total 4Eet 5311 100.0% 4,629 100.0%

# “Others" include agricultural use, floor heating and fire prevention. # [Hpth | IR - 18 ROHD) ©

The bulk of the Group’'s products was used in infrastructure
projects such as water supply, drainage and power supply and
telecommunication, which are expected to benefit from China’s on-
going urbanisation. Meanwhile, the Group's products are also widely
used in household and property development projects.

REBAZHERBRMFK - HK - SO
SEPHEE  RESZENTENBENALCER -
BAN - ARENERTEZBRRETE R EHR
HHEEHE
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MANAGEMENT DISCUSSION AND ANALYSIS

Continued)

EERETHE @

The table below sets out the breakdown of sales volume, revenue and
average selling price by product material for the six months ended 30
June 2013 and 2012:

TREHEZE2013%F 2201266 A30B LA A - 3%
EmPRZomniEe - WARFHEESEES

2013 2012 Change in
2013F 2012F &
Average Average Average
Sales selling Sales selling Sales selling
volume  Revenue price volume  Revenue price volume  Revenue price
HE WA FHEE HE WA FHEE HE WA FHERE
Tonne RMB RMB Tonne RMB RMB (%) (%) (%)
million million
AR AR
W EBEExT AR¥ W EE&T AR® (%) (%) (%)
Plastic pipes and pipe ~ #BRIEiE
fittings KREMH
- PVC®@ —PVC®@ 439,248 3,528 8032 372,092 3,090 8,304 18.0 14.2 (3.3)
—Non-PVCb! —3EPVCH 117,126 1,849 15,786 98,341 1,539 15,650 19.1 20.1 09
556,374 5371 9664 470,433 4,629 9,840 18.3 16.2 (1.8)
Construction contracts ~ LI2&4) N/A 16 N/A N/A - N/A N/A N/A N/A
QOthersld He N/A 299 N/A N/A 190 N/A N/A 574 N/A
Total fst N/A 5,692 N/A N/A 4,819 N/A N/A 18.1 N/A
Notes: BE -
(a) “PVC" refers to material used in the manufacture of plastic pipes and pipe  (a) [PVCliE—BAREESRMAE REFEREBREMNF

fittings with high mechanical strength and hardness.

(b) “Non-PVC" plastic pipes and pipe fittings mainly refer to those made of PE and
PP-R.
(c) “Others” include ancillary, home building material products and other materials.

Sales volumes for “others” are measured in units rather than tonnes and the
size of the units between different products may vary.

The sales volume of both® PVC and non-PVC plastic pipes and pipe
fittings, key pillars of the Group’s business, continued to grow in the
first half of 2013. Meanwhile, PVC products kept its dominant share
in the product mix. The average selling price of PVC and non-PVC
products reduced by 3.3% to RMB8,032 per tonne and increased by
0.9% to RMB15,786 per tonne during the review period, respectively.

During the review period, the average selling price of plastic pipes
and pipe fittings reduced to RMB9,664 per tonne from RMB9,840 per
tonne, while the average cost of plastic pipes and pipe fittings reduced
to RMB7,067 per tonne from RMB7,281 per tonne.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

SR E TR NADMNT @)

BUSINESS REVIEW AND ANALYSIS (continued)

The table below sets out the breakdown of revenue by region for the
six months ended 30 June 2013 and 2012:

ESACI]- YN8 e )

TREGIEZ2013F %20125E6 A30B LA A - 3%
& B B U A FEE

2013 2012
213F 2012

RMB million % of total revenue RMB million % of total revenue
Region e ARBEER L ON ARBEET IHBK A%
Southern China g 3430 60.3% 3,087 64.1%
Southwestern China i 616 10.8% 474 9.8%
Central China FEh 563 9.9% 438 9.1%
Eastern China W 284 5.0% 242 5.0%
Northern China #4p 381 6.7% 317 6.6%
Northwestern China [lispls: i1 196 34% 118 2.4%
Northeastern China St 115 20% 80 1.7%
Outside China R EEN 107 1.9% 63 1.3%
Total sst 5,692 100.0% 4819 100.0%

# Details of the scope of coverage of each region are set out in note 3to  * BB EFIEH N ERRLE M EREMES

condensed consolidated financial statements.

Southern China accounts for over 60% of Group's turnover, but its
share has been retreating over the past few years in tandem with
the adding of new production facilities in other regions of China. The
Hainan plant, the Group's 15th production base, is scheduled to start
production by the fourth quarter of 2013. Meanwhile, the Yunnan
factory is planned to commence production next year.

NEW PRODUCTS

The Group has been keen in developing new products, namely plastic-
steel doors and windows, sanitary products and holistic kitchens.
They accounted for a small portion of the Group’s revenue during the
review period, as they were still in the start-up stage. The management
believes these new products would offer huge growth potential over
the long term.

The Group has employed an integrated solution approach when
promoting these new products to major property developers. The
management believes these new products would provide synergy to
existing product lines and broaden the Group's profit base.

BEFERMEGAEEEEEBBO0% © EFEER
B E A R R A ERE - FRRMADENE
EHFEIRD - AEBEFESELER M ERENTE
HIR2013F £ MFEIRE - [ - EfEE 8N
FIRE °
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

IR R M AT ()

The Group invested about RMB545 million for expansion and
enhancement on core and new businesses during the review period.
The Group's total capital expenditure plan is expected to be about
RMB1 billion for this year.

The Group reported steady financial performance during the review
period. Revenue amounted to RMB5,692 million, an increase of
RMB873 million or 18.1% over the same period last year. Gross profit
for the six months ending 30 June 2013 rose by 19.6% to RMB1,492
million from the same period of 2012. The profit for the period
amounted to RMB678 million for the first half of 2013, representing
an increase of 13.4% from RMB598 million in the first half of 2012.
Basic earnings per share for the first half of 2013 improved 10.0% to
RMBO0.22.

On top of an increase in the demand for plastic pipes and pipe
fittings, the Group saw a steady growth in turnover during the review
period. This was mainly driven by improving economies of scale and
strengthening of sales network. The Group's efficient production and
high quality products facilitated business development. This in turn
helped maintain the Group's gross profit margin at a reasonable level.

However, increases in staff salaries, depreciation charges together
with selling and distribution expenses dragged down the pre-tax profit
margin. Depreciation were incurred from the opening of new factory
premises, office buildings and equipment. Selling and distribution
expenses were mainly related to packaging costs increase.

Finance costs increased by 9.6% to RMB76 million during the review
period due to making of new loans. The Group’s management has
been active in establishing relationship with various banks in a bid to
widen sources of funding.

The Group's effective tax rate increased from 18.4% in the first half of
2012 to 19.4% in the first half of 2013.

As a result, the Group's profit before tax increased by 14.6% to
RMB840 million and profit attributable to owners of the Company
increased by 13.8% to RMB683 million. Meanwhile, pre-tax profit
margin and net profit margin also moved down to 14.8% and 11.9%
respectively during the review period from same period last year's
15.2% and 12.4%.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

IR wm MO ()

PROSPECTS

China’s macro austerity measures, anticipated slow-down in economic
activities and concerns over deterioration of provincial debts are likely to
sideline investment and consumption activities in the short to medium
term. In view of such a macro economy backdrop, the management
expects the activities in property development and infrastructure to see
a stable trend. This in turn will likely further intensify the consolidation
of the plastic pipes and pipe fittings industry.

For longer term growth, the Group commands leading industry
position and country-wide manufacturing and service coverage. The
management believe that these edges would help the Company to
benefit from the urbanisation trend in China and during the industry
consolidation process.

The management believes that the slow-down in economic activities
and consolidation would help practitioners think in-depth about the
growth direction of the industry, the enhancement of product quality
and the strengthening of competitive edges. This would be critical
to the industry’s balanced and healthy development, and taking
advantages of those opportunities from China’s on-going urbanisation
and infrastructure drives.

The Group's new products are well positioned to capitalise on the trend
of fitted out properties in China. These products include a range of
novel home building material products such as plastic steel doors and
windows, sanitary products and holistic kitchens. The management
expects new products to become another new earnings drivers over
the long term.

USE OF PROCEEDS FROM THE COMPANY'’S
INITIAL PUBLIC OFFERING (“IPO")

The net proceeds from the Company's IPO in June 2010 after
deducting the relevant expenses were approximately HK$1,860 million
(approximately RMB1,629 million equivalent).

Up to 30 June 2013, all the net proceeds from the IPO has been
applied in accordance with the results of allocation announcement of
the Company dated 22 June 2010.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

IR R M AT ()

The Group continued to adopt prudent financial policies. Finance, fund
utilisation and fund raising activities are subject to effective centralised
management and supervision. The Group keeps reasonable gearing
level and adequate liquidity.

As at 30 June 2013, the Group had total debts of approximately
RMB2,636 million (31 December 2012: RMB2,225 million), of which
1.9% was denominated in Renminbi, 76.5% was denominated in
US dollars and 21.6% was denominated in HK dollars. Other than
approximately US$259 million of the outstanding Senior Notes due in
2016, the Group's borrowings are subject to floating rates ranging from
1.21% to 5.60% per annum with maturity periods ranging from within
one year to three years.

As at 30 June 2013, the Group's current assets and current liabilities
were approximately RMB5,564 million and RMB2,194 million
respectively. The Group's current ratio (that is, the ratio of current
assets over current liabilities) and the quick ratio (that is, the ratio of
current assets less inventories over current liabilities) increased to
2.54 and reduced to 1.51 from 2.51 and 1.64 as at 31 December 2012,
respectively. The Group's total equity increased to approximately
RMB6,440 million (31 December 2012: RMB6,028 million). The Group's
gearing ratio (calculated based on the basis of the total debts, i.e. total
bank loans and other borrowings, divided by the sum of total debts and
total equity) stood at a healthy level of 29.0% as compared to 27.0% as
at 31 December 2012 due to the drawing of new bank loans during the
period.

With cash and bank deposits, including restricted cash, of
approximately RMB1,796 million (31 December 2012: RMB1,922
million) as well as unutilised banking facilities, the directors consider
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 Hong Kong dollars and US
dollars. There was no hedging has been arranged on the above-
mentioned exposure.
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

BEE R )

CHARGE ON ASSETS

As at 30 June 2013, certain of the Group's inventories with an
aggregate net carrying amount of approximately RMB3 million (31
December 2012: RMB26 million) were pledged to certain banks to
secure bank borrowings granted to the Group. The shares of certain
subsidiaries of the Company incorporated outside the PRC were
pledged as securities for issuance of the Senior Notes.

CONTINGENT LIABILITIES

As at 30 June 2013, the Group did not have any significant contingent
liabilities.

HUMAN RESOURCES

As at 30 June 2013, the Group employed a total of approximately 7,260
employees including directors. Total staff costs were RMB199 million
during the review period. The Group ensures that the remuneration
packages for employees are 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. Due to the
increase in employment of managers and workers, the overall salary
also rose during the review period.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TEEAREMWER

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2013, 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:

ESRTEAZBNBG - HREREDR
EREENERRAR

M2013F6A308 * ARRAES RITHRAH N AR A
HHEH AR EE (FH RS GHEXVIBRAEE)
BIRR - FERERGD REEEREERIEEFRAEK
I IB2EHERAR TT ErELMALEE - SiRE
EESFRIEBAA A R  A B IR ¢

Number of
underlying

shares to be Percentage of

allotted upon the issued

Number of issued exercise of share capital of

Name Capacity ordinary shares held® share options® the Company

BRERTER HARE

RENERT T BRI BRITRA

®E g4 ZERHYA HEROEE HEDL

Mr. Wong Luen Hei Held by controlled corporation® 2,116,593,000 (L) - 69.53%

BMESLYE X EEEREAY

Held by spouse’® 384,800 (L) 1,923,200 (L) 0.08%
mEERAC

2,116,977,800 (L) 1,923,200 (L) 69.61%

Ms. Zuo Xiaoping Held by spouse® 2,116,593,000 (L) - 69.53%
XS L HicERAY

Beneficial ownert) 384,800 (L) 1,923,200 (L) 0.08%
BB A

2,116,977,800 (L) 1,923,200 (L) 69.61%

Mr. Zuo Manlun Beneficial ownertd - 3,842,000 (L) 0.13%
Emfm e d BB A

Mr. Lai Zhigiang Beneficial ownertd - 1,733,000 (L) 0.06%
[t EnfEBA

Mr. Kong Zhaocong Beneficial ownertd - 2,308,000 (L) 0.08%
FLKEESE A EnfEBA

Mr. Chen Guonan Beneficial ownertd - 1,927,000 (L) 0.06%
REIE S EnfEBA

Dr. Lin Shaoguan Beneficial ownertd - 1,927,000 (L) 0.06%
N EnfEBA

Mr. Huang Guirong Beneficial ownertd - 1,927,000 (L) 0.06%
BEREE EnfEBA

Mr. Luo Jianfeng Beneficial ownertd - 1,927,000 (L) 0.06%
RIS EnfEBA

Mr. Lin Dewei Beneficial ownertd - 692,000 (L) 0.02%
WiEE RS EnfEB A
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

Notes:
(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 is wholly-owned

by Mr. Wong Luen Hei (“Mr. Wong"). 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.

(c) Ms. Zuo Xiaoping is directly holding of 384,800 shares of the Company and was
granted with options to subscribe for 1,923,200 shares of the Company with
an exercise price of HK$1.82 per share under the Pre-IPO share option scheme
("Pre-IPO Share Option Scheme”) adopted by the Company with effect from
14 May 2010. 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) All other directors’ interests represent the number of shares to be issued upon
the exercise in full of the options granted to them with an exercise price of
HK$1.82 per share under the Pre-IPO Share Option Scheme.

Save as disclosed above, as at 30 June 2013, none of the directors,
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.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 30 June 2013, 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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(b)) ZEARABOBETEENEE  ZARBEEBEAE
([FEEDE2ERESR - AEFL T AEFRENRSE - Bt
RIEFEHRAEED £ XF LT HEBARELEEEN
FTA AR BN R IEEA S o

(c) XL T E A A E1R9384,800/% X 15 RAREA A
AJERAA2010F5 514 B B A B X AR B &Rl E
FrEI(TER AR ERERES S ) ERERE - 1JikE
FRATEE(E .82/ 8 LR BE AN A A1/ 1,923,200 i% 15 » F ok
EREEFLIHNES  BRBREZHREERY - &
FEWRARE IR THE N B AR BIRG R A E
%o

(d  FTAHEMERORSIERSRERTEE 2B TELEIT
FEREE IR AR ERIERIE SRR BB AT
WARDEE -

M EXETHEESN - R2013F6A308 - ARRES
NMATBUHE R B A 2N A B) sk E AT (A AR B B /9 () A%
7 BEERYD REREFESTAREES RAEK
Pl EE362 5 AH N B LM - SR EIZ ST RIZERAMA
NAI LB TR SOAE ©

TERRNVERR AR

<

#K2013F6830H * RARBKMHHIEERGN RS
RIEF S M EEHIE336IE BT HFEENELMFAR
BRRER SOA R AT (RRA R E R RITIRAHRIN)
NN

Number of issued Percentage of the issued
Name of Shareholder Capacity ordinary shares held® share capital of the Company
BENE BT HEAQTCERT
BREEE 51 ZERHE BRAKE 2L
New Fortune Beneficial owner® 2,116,593,000 (L) 69.53%
FEE EmEE AN
Notes: BRE -
(a) The letter “L" denotes the person’s long position in such securities. (a) FRLIEZATRZEEFELFNTE -
(b) Mr. Wong is the ultimate beneficial owner of New Fortune. Under Part XV of  (b) BEERNEEZEREREBA  RIBEFESLHAEKA

the SFO, Mr. Wong is deemed to have an interest in these shares, as disclosed
in the section headed “Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures” above.

EXVED » HALWRIERBRERM 2 MM X
[EERITHAHRED - AN REEE DR
BI—EFTREE -

2013 Interim Report 1454 13
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS (continued)

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 2013, 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.

SHARE OPTION SCHEMES

The Company has adopted two share option schemes on 14 May 2010,
pursuant to which the Company is entitled to grant options prior to and
after the IPO. The details of both share option schemes are as follows:

1. SHARE OPTION SCHEME

A share option scheme (the “Share Option Scheme”) was
conditionally approved by resolutions of the Shareholders on
14 May 2010 and the summary of terms of such Share Option
Scheme are disclosed in the Prospectus. No share options were
granted, exercised or cancelled by the Company under the Share
Option Scheme during the period and there were no outstanding
share options under the Share Option Scheme as at 30 June
2013.

2. PRE-IPO SHARE OPTION SCHEME
(a) Summary of terms

The purpose of the Pre-IPO Share Option Scheme,
approved by the Shareholders pursuant to the written
resolutions of the Shareholders dated 14 May 2010, is to
give employees an opportunity to have a personal stake
in the Company and help motivate them to optimise their
future performance and efficiency to the Group and/or to
reward them for their past contributions, to attract and
retain or otherwise maintain on-going relationships with
such employees who are significant to and/or whose
contributions are or will be beneficial to the performance,
growth or success of the Group.

The principal terms of the Pre-IPO Share Option Scheme

are set out in note 29 to financial statements of 2012
Annual Report.
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Outstanding options granted (b) ERHEERITENBRE
All the options under the Pre-IPO Share Option Scheme BN E AT 2 AT A B R
were granted on 21 May 2010 at a consideration of HK$1 BER2010F5H21BE T SFERAZN
paid by each grantee. During the period, no share option HREA/VEIT - IR - BRATHERER
were granted or cancelled under the Pre-IPO Share Option 1TE R S8URAN - HEEIRERE S
Scheme other than those exercised and lapsed/forfeited as RN BB IR AE AT B JE AR s T
mentioned below. 3 o
Details of the movement of the Pre-IPO Share Options HZE2013F6 A30HIENEAR - IR
during the six months ended 30 June 2013 were as ERBIREEE ST ¢
follows:
Number of options
BREHE
Lapsed/
Outstanding  Exercised forfeited  Outstanding
Name or category of Exercise as at during during as at
participant Date of grant®® Option period® price HK$ 01/01/2013  the period® the period  30/06/2013
SHEENR BRE TfEE 010172013 KRR RER 730/06/2013
SR Fit A He A{TfEHW BT i RATEE T KM% RK ERTE
Chief executive
THAR
Mr. Zuo Manlun 21/05/2010 23/06/2011 to 1.82 3,842,000 - - 3,842,000
Cmfm st 22/06/2014t
Directors
B=
Ms. Zuo Xiaoping 21/05/2010 23/06/2011 to 1.82 1,923,200 - - 1,923,200
e Se 3 22/06/2014
Mr. Lai Zhigiang 21/05/2010 23/06/2011 to 1.82 1,733,000 - - 1,733,000
BEREE 22/06/2014
Mr. Kong Zhaocong 21/05/2010 23/06/2011 to 1.82 2,308,000 - - 2,308,000
FLRBESEE 22/06/2014
Mr. Chen Guonan 21/05/2010 23/06/2011 to 1.82 1,927,000 - - 1,927,000
PR R 5 A 22/06/2014
Dr. Lin Shaoquan 21/05/2010 23/06/2011 to 1.82 1,927,000 - - 1,927,000
A aEL 22/06/2014

2013 Interim Report F2 ER#R &
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Outstanding options granted (Continued)

(b)

ER BB RITEIBRE(E)

Number of options

BREHA
Lapsed/
Outstanding  Exercised forfeited  Outstanding
Name or category of Exercise asat during during as at
participant Date of granti® Option period® price HK$ 01/01/2013  the period® the period  30/06/2013
SHEERR R TEE  R0/0/2013 AR REIR 7430/06/2013
5! B B e AT BT i RATBE Y KWK ERTE
Mr. Huang Guirong 21/05/2010 23/06/2011 to 1.82 1,927,000 - - 1,927,000
BEREE 22/06/2014%
Mr. Luo Jianfeng 21/05/2010 23/06/2011 to 1.82 1,927,000 - - 1,927,000
BRESLE 22/06/2014¢
Mr. Lin Dewei 21/05/2010 23/06/2011 to 1.82 692,000 - - 692,000
WiEEEE 22/06/2014¢
Subtotal directors 14,364,200 - - 14,364,200
BEE/at
Subtotal directors and chief
executive 18,206,200 - - 18,206,200
EERTHER G
Employees®
fEan
In aggregate 21/05/2010 23/06/2011 to 182 59,682,050  (10,576,100) (369,200) 48,736,750
A 22/06/2014%
Total 77,888,250  (10,576,100) (369,200) 66,942,950
st
Notes: Bt %E
(a) All dates are shown in the format of day/month/year. (a) FrRBEMERH AR B F -
(b) None of such grantees is a connected person of the Company. (b) ZERBREANGWIEAR R AR BEANL -
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)
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SHARE OPTION SCHEMES (continued)

2. PRE-IPO SHARE OPTION SCHEME (Continued)

(b) Outstanding options granted (Continued)
Notes: (Continued)

(c) The options are exercisable from 23 June 2011 to 22 June 2014
(both days inclusive) subject to the following vesting periods:

(i) up to 256% of the options commencing on 23 June 2011;

(ii) up to 60% of the options (including the options not
exercised under the limit prescribed for in the previous
period) commencing on 23 June 2012; and

(iii) up to 100% of the options (including the options not
exercised under the limit prescribed for in the previous
periods) commencing on 23 June 2013.

(d) The weighted average closing price of the Company’s shares
immediately before the dates on which the options were
exercised was HK$5.62.

CHANGE OF COMPANY NAME

Pursuant to the special resolution passed at the annual general meeting
of the Company held on 31 May 2013, the name of the Company was
approved to be changed from “China Liansu Group Holdings Limited &
E R B E R AR AT to “China Lesso Group Holdings Limited &
E BB E AR ARAT". With effect from 31 May 2013, the Registry
of Companies in the Cayman Islands approved the change of the
Company name and issued the certificate of incorporation on change of
name. The Registrar of Companies in Hong Kong issued the certificate
of registration of corporate name of non-Hong Kong company on 2
July 2013 confirming registration of the new Company's name in Hong
Kong under Part X| of the Companies Ordinance (Chapter 32 of the
Laws of Hong Kong).

AUDIT COMMITTEE

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 2013. 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.

BREE

2. BRPRBEABRESTE ()
(b) %jftlgngﬁikﬁﬁﬂ’ﬂﬁﬁﬂﬁﬁ(ﬁ)

(c) ZEBAET R20119F6 238 £20144F
gﬁ)ﬁg&ﬁ(@?ﬁé%ﬁﬁi)ﬁ%ﬁ?ﬁu?ﬁ%
FATTIE -

(i) BERRHE 2 25% 5 A S AT 12011466
F23B #8171 :

(ii) BERCHE 2 60% 3k LA T (B 1F IR Al
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ENEES
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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.

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 have
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.

COMPLIANCE AND ENFORCEMENT OF THE
NON-COMPETE UNDERTAKINGS FROM
CONTROLLING SHAREHOLDER

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.
The controlling Shareholder being New Fortune and Mr. Wong Luen
Hei (the “Controlling Shareholder”), has entered into a deed of non-
competition in favour of the Group 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,
including any potential conflicts of interest and competition arising from
the taking up by the Controlling Shareholder of opportunities rejected
by the Group pursuant to 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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SENIOR NOTES

As at 30 June 2013, the outstanding principal amount of the Senior
Notes was US$258,880,000. The Company intended to use the net
proceeds for financing of the then existing indebtedness, for capital
expenditures and for other general corporate purposes. The details
of the Senior Notes are set out in note 18 to condensed consolidated
financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

For the six months ended 30 June 2013, the Company or any of its
subsidiaries did not purchase, sell or redeem any of the Company's
listed securities.

ACQUISITION OF SUBSIDIARIES

On 15 January 2013 and 22 April 2013, the Group entered into the
sale and purchase agreements to acquire 100% equity interests
in Guangdong Lesso Valve Co., Ltd.* (“Lesso Valve") at a cash
consideration of RMB116,000,000 and Fengyang Chiao Yue New
Construction Material Co., Ltd.* (“Chiao Yue") at a cash consideration
of RMB5,000,000 and the shareholders’ loans payable by Chiao Yue for
RMB131,149,000, respectively.

Lesso Valve is principally engaged in the manufacture and sale of valve
products. Chiao Yue is principally engaged in the manufacture and sale
of calcium silicate board, a kind of new environmental building material.
Chiao Yue is renamed as Anhui Lesso Chiao Yue New Construction
Material Co., Ltd.* subsequent to its acquisition by the Group. The
acquisitions allow the Group to expand its production lines on the valve
supply for the Group’s water supply-related pipe projects and on the
other home building material products.

The acquisition of Lesso Valve is a connected transaction and the
principal terms of this acquisition have been set out in detail in the
Company's announcement dated 15 January 2013.
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To the board of directors of China Lesso Group Holdings Limited
(Formerly known as “China Liansu Group Holdings Limited”)
(Incorporated in Cayman Islands with limited liability)

We have reviewed the accompanying condensed consolidated financial
statements of China Lesso Group Holdings Limited (formerly known
as "“China Liansu Group Holdings Limited and the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 22 to 55, which
comprise the condensed consolidated statement of financial position
as at 30 June 2013, the condensed consolidated statements of profit
or loss and other comprehensive income, changes in equity and 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.

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
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.
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

B S M RERER RS (2

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

19 August 2013
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Six months ended 30 June 2013
#HZE2013%F6 4308 (L7 {E A

Hfe 2 mEaER

Six months ended 30 June

BZE6A0BLEAEA
2013 2012
2013F 2126
Notes RMB’000 RMB'000
fieE AR¥T T AREFT
(Unaudited) (Unaudited)
(REERK) (REEZ)
REVENUE WA 4 5,692,223 4,818,683
Cost of sales SHERAR (4,200,369) (3,570,976)
Gross profit S 1,491,854 1,247,707
Other revenue, income and gains HUA -~ Yo R 4 78,812 52,795
Selling and distribution expenses HERDHEAL (283,535) (222,830)
Administrative expenses TER S (226,274) (172,623)
Other expenses =il =53 (144,863) (102,774)
Finance costs BB 5 (75,870) (69,220)
Share of profit of a joint venture HME—BEE R 214 116
PROFIT BEFORE TAX BBATRR 6 840,338 733,171
Income tax expense PSR 7 (162,681) (135,266)
PROFIT FOR THE PERIOD HAREF 677,657 597,905
OTHER COMPREHENSIVE INCOME Hfh 2 E
Items that may be subsequently reclassified to HigneeeEmEEs RN
profit or loss: BHE :
Available-for-sale investments: AtHERE
Changes in fair value NEEES - 34,732
Reclassification adjustments for gains on disposal HEMENRENEE - (14,710)
- 20,022
Exchange differences on translation of foreign FEIMNERRELR
operations fE N =5 6,844 (5,688)
OTHER COMPREHENSIVE INCOME BAEBRE
FOR THE PERIOD Wz 6,844 14,334
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD HMAZHEKRSALE 684,501 612,239
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (Continued)

RRsR & B M EM 2K

Six months ended 30 June 2013
#HZE2013%F6 4308 (L7 {E A

\ =/

Six months ended 30 June

BZE6A30ALAEA
2013 2012
20135 20126
Note RMB'000 RMB'000
i AR¥TR ARBTT
(Unaudited) (Unaudited)
(REBR) (REEER)
Profit for the period attributable to: AT E(EEAEF]
Owners of the Company KABHEE A 682,734 600,185
Non-controlling interests IR (5,077) (2,280)
677,657 597,905
Total comprehensive income for the period A TEESHAZESE
attributable to: 1
Owners of the Company RARHERA 689,934 614,519
Non-controlling interests e RS (5,433) (2,280)
684,501 612,239
EARNINGS PER SHARE ATTRIBUTABLE TO AARER AEL
OWNERS OF THE COMPANY BREF 9
Basic EAR RMBO0.22 RMB0.20
AR%0.227 AE#0.207C
Diluted e RMB0.22 RMB0.20
ARH0.227T AR#0.207C
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30 June 2013

201346 A30H
As at As at
30 June 31 December
2013 2012
H2013F R20124F
68308 12A31H
Notes RMB'000 RMB'000
BsE AR¥T T ARETT
(Unaudited) (Audited)
(REBER) (BEZ)
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - BEREE 10 3,841,794 3,288,261
Prepaid land lease payments B HHAER 1,002,953 954,279
Other intangible assets Hitnmp A= 12,416 9,M
Deposits paid for the purchase of land, property, BB ME  BENEE
plant and equipment P ERe 200,988 129,705
Interest in a joint venture R—TE LR 5,500 5,286
Held-to-maturity investments BEERERE 1 247,808 279,006
Deferred tax assets BEFIEEE 7,363 3,575
Total non-current assets FERBEEBTE 5,318,822 4,669,883
CURRENT ASSETS RBEE
Inventories 58 12 2,243,530 1,766,133
Trade and bills receivables B oHRNFEREE 13 932,957 1,009,534
Prepayments, deposits and other receivables AR - 7 REARYKEIE 14 563,889 405,227
Held-to-maturity investments REZIERE 1 21,191 9,684
Cash and bank deposits Be RRITIFR 15 1,796,222 1,922,325
Total current assets MBEELTE 5,564,389 5,112,903
CURRENT LIABILITIES REaE
Trade and bills payables g ENTIERRE 16 715119 512,054
Other payables and accruals Hit R s IB R EE A 17 883,217 832,388
Bank loans and other borrowings RITEF R E A A 18 509,237 595,799
Tax payable JETIE 86,599 98,635
Total current liabilities mEE G 2194172 2,038,876
NET CURRENT ASSETS REBEERE 3,310,217 3,074,027
TOTAL ASSETS LESS CURRENT LIABILITIES EELAERRBES 8,689,039 7,743,910
NON-CURRENT LIABILITIES FRBEE
Bank loans and other borrowings RITEF R E B 18 2,121,121 1,628,783
Deferred tax liabilities EERIEAE 100,154 64,635
Deferred income EE 22,059 22,574
Total non-current liabilities FnBAERE 2,249,340 1,715,992
Net assets BEFE 6,439,699 6,027,918
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

EIRRAR & M ISARL R ()

30 June 2013

201346 A30H

As at As at
30 June 31 December
2013 2012
H2013F R2012F
6H30H 12A31H
Note RMB'000 RMB'000
BsE AR¥T T ARETT
(Unaudited) (Audited)
(REER) (B&EZ)

EQUITY R
Issued capital BEITRA 19 133,081 132,660
Reserves s 6,294,166 5,877,373
Equity attributable to owners of the Company KARBEE NE(RHER 6,427,241 6,010,033
Non-controlling interests FEE S 12,452 17,885
Total equity R 6,439,699 6,027,918

Wong Luen Hei
EHEHE
Director

EE

Luo Jianfeng

mEE

Director

EE
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BRGEREER R

Six months ended 30 June 2013
#HZE2013%F6 4308 (L7 {E A

Atributable to owners of the Company

EORRR AR
Exchange
Share fluctuation Non-
Issued Share  Statutory Capital option Merger reserve  Retained controlling Total
capital  premium  reserve® reserve®  reserve resene  EREE profits Total  interests equity
BRARA  RARE iR ArERY BRERE ARG e REER A kEGER BRAE
RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBO00
ARBTR ARETR ARETR ARMTR ARETR ARMTR ARETR ARETR ARETR ARETR ARETR
At 1 January 2013 RUBEIA1H
(Audited) (%) 132660 1,748.241¢ 546,529 31,645 68,087 5515 18006+ 3459210 6010033 17885 6027918
Profitfr the period Hmih = = = = = = - B e (BT 6meE
Other comprehensive BREHEE
income for the period g - - - - - - 1200 - 1200 (3%) 6,84
Total comprehensive aele
income for the period e - - - - - - 7200 61 6899 (5433) 684501
Issue of shares ki 7] 24,169 - - (9289) - - - 15301 - 15301
Equity-seted share option RSN
arrangements BIRERH - - - - 5197 - - - 5197 - 5197
Dividends recognised as EREAEEA
distributions to owners (note8) 7 TREVRE (fH1E#8) - - - - - - - (388 (93819) - (38
Appropriationto statutory reserve ~ EBEET R - - 1283 - - = = (128) o = =
A0 June 2013 REsEaE
{Unaudited) (REER) 18081 1240 547812 31,645 64,595 5515 BB 3%60F 64247 12482 643969
# These reserve accounts comprise the consolidated reserves of # 2 SEEEEE B IEN2013F6 A30 A fSRR4R & B ko &k

RMB6,294,166,000 in the condensed consolidated statement of financial
position as at 30 June 2013 (31 December 2012: RMB5,877,373,000).

RA B ARKS,294,166,0007T (2012F12 A318 : A
[R¥#5,877,373,0007T) °
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

N -
HRR4E e R E TR @)

Six months ended 30 June 2013
#HZE2013%F6 4308 (L7 {E A

Attributable to owners of the Company

AARERNEL
Avalable-
for-sale
investment
revaluation  Exchange
Share reserve  fluctuation Non-
Issued Share  Statutory Capital option Merger ~ AT{HHE reserve  Retained controlling Total
capital  premium  reserve®  reserve®  reseve  reseve  REERE  ERKE profits Total  interests equity
BEARA  ROAE AEREe ARERY BERERE S0ER i #E  REEH B FENER  BaEE
RMBO00  RMB00  RMBOO0  RMBOO0  RMBOO0  RMBO0  RMBOO0  RMBO0  RMBO00  RMBO00  RMB00  RMB'00D
ARETT ARETT ARBTT ARBTT ARETT ARETL ARETR ARETR ARETT ARBTT ARETL ARETR
At1 January 2012 ANIE1A1A
[Audited) (&) 13157 168399 412962 31,645 T4 5515 (0022 055 26839 4986975 W 491385
Puftfortepeid &R - - - - - - - B X T Y. N T
Other comprehensive Bt
income for the period 20l - - - - - - 002 (5,688) - 14,334 - 14,334
Total comprehensive i)
income for the period ey - - - - - - 002 (5688 600185 614519 (2280 612239
Issue of shares Bk pil 11,601 - - (4409 - - - - 13% - 73%
Capital contributions from 35328525
non-controlling interests (£ - - - - - - - - - - 8,608 8,608
Equity-settled share option AR fEEEE )
arrangements BREZS - - - - 14092 - - - - 14092 - 14092
Dividends recognisedas ~ FESRAMAER A
distibutionto owners — HIREVIRE.
(note ) (HtiE8) - - - - - - - S e () - e
Appropriation tostatutory  ERZAE
reserve B - - 3 - - - - - (394) - - -
At30 June 2012 HN12%E6 8308
{Unaudited) (REER) 131,741 189,591 413,356 31,645 82087 531 - 14907 294306 5329148 6718 5335366
Notes: B 5T
(a) In accordance with the Company Law of the PRC, each of the Company’'s  (a) REFEQENE - AREIRA B M A S E A R /EE
subsidiaries registered in the PRC is required to appropriate 10% of the annual BIRBETRBEARE T RAEENFEEERTE RN (4
statutory profit after tax (after offsetting any prior years' losses) determined MR EMBTFEEBEBR)MNI0%EEATERE ARG
in accordance with generally accepted accounting principles in the PRC to SHEBEFEFMERMNS0% ALE o JFTE R AR
the statutory reserve until the balance of the reserve fund reaches 50% of BTEFEEBEIIGE  EEAERENR TERTEONGE
its registered capital. The statutory reserve can be utilised to offset prior M EARI25% ©
years' 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) EARFEEE 2R WS bR A (R (B B prU

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

FREREEZRNER
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Six months ended 30 June 2013
#HZE2013%F6 4308 (L7 {E A

Six months ended 30 June
BZE6A0BLEAEA
2013 2012
2013F 2126
Notes RMB'000 RMB'000
FeE AR¥T T AREFT
(Unaudited) (Unaudited)
(REEEZ) (RegzEz)
OPERATING ACTIVITIES RETE
Profit before tax: BERDER 840,338 733171
Adjustments for: FUATEIBELRRE
Government grants released ERANBTHEE (515) (513)
Interest income B 4 (36,604) (22,179)
Gain on early redemption of held-to-maturity IR R BB O = 5 H
investments REMGHE 4 (1,594) -
Gain on disposal of available-for-sale investments HEHEEREMREHR 4 - (14,710)
Gain on repurchase of the Senior Notes BREAZENHNN 4 - (4,259)
Dividend income RS 4 - (432)
Finance costs AR 5 75,870 69,220
Depreciation and amortisation WrE Ny 6 173,769 113,547
Gain on disposal of items of land, HETH - EhEPEE -
other intangible assets, property, mE - BE MEE
plant and equipment JHEBHNIE 6 (8,690) (822)
Gain from a bargain purchase RENEREFR 6 (157) -
Equity-settled share option expense AR B IR 2 6 5197 14,092
Write-down of inventories to net realisable value WO IF EZ A B FE 6 3463 -
Impairment of trade receivables, net B S RUGIBREFE 6 18,075 341
Share of profit of a joint venture PME—BELEREEN (214) (116)
1,069,538 890,410
Increase in inventories FEEM (446,118) (209,763)
Decrease/(increase) in trade and bills receivables B F W EIE R E2ERE D, (5Em) 43,693 (151,587)
Increase in prepayments, deposits and FARK - e REMER
other receivables IR0 (121,167) (45,015)
Increase in trade and bills payables B S ENRIERERIE 200,191 187,809
(Decreasel/increase in other payables HipfER B RIER B H
and accruals CRid) /Em (49,452) 3471
Cash generated from operations KEEENES 696,685 675,331
Bank interest received BUERITHE 12710 20,909
Corporate income tax paid BREEMREH (139,550) (155,782)
Net cash flows from operating activities RETHMERSNETFHR 569,845 540,458
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (Continued)

a5 = A A = P
BAGRE R RER®)
Six months ended 30 June 2013
#HZE2013%F6 4308 (L7 {E A

Six months ended 30 June
BE6A0BLEAEA
2013 2012
2013F 2126
Note RMB’000 RMB’000
FEE AR¥T R AREFT
(Unaudited) (Unaudited)
(REERK) (CRegzEz)

INVESTING ACTIVITIES REES
Purchases of items of property, plant and equipment BEWE  HENEREEE (579,223) (532,207)
Proceeds from disposal of items of land, RELELTH  EEPEE -

other intangible assets, property, M - BE R

plant and equipment BB MEHIE 21,984 1,99
Additions to prepaid land lease payments B LA EFIE N (23,762) (366,482)
Additions to other intangible assets HihEmp g g (4,061) (124)
Proceeds from disposal of available-for-sale investments, & f][{tHEREHB AR

net of expenses FT{S 3R = 191,240
Purchases of held-to-maturity investments BEREEIHERE (6,446) (58,418)
Proceeds from early redemption of held-to-maturity WIRFEEFE IR E

investments Fi3sa 20,044 -
Interest received from held-to-maturity investments BUFA R RIEIREOFE 17,478 -
Acquisitions of subsidiaries W B AT 21 (230,189) (4,082)
Placement of time deposits with original maturity FHEF(REHREA

over three months =f@dR) (3813) -
Increase in restricted cash BRI &1 (291,482) (295,700)
Net cash flows used in investing activities KBERHBARS RS R (1,079,470 (1,063,778)
FINANCING ACTIVITIES BEEE
New bank loans raised HgRITE R 724,257 293,479
Repayment of bank loans BIRIRITEN (282,119) (55,340)
Repurchase of the Senior Notes BEELER — (56,102)
Proceeds from issue of shares, net of expenses BTG A B ATEIE 15,301 7,396
Capital contributions from non-controlling interests IR E - 8,608
Interest paid RENEESY (1.101) (68,630)
Dividends paid [REpLES (293,818) (293,834)
Net cash flows from/(used in) financing BETBE(FR)RLTE

activities JFER 92,520 (164,423)
NET DECREASE IN CASH AND CASH EQUIVALENTS ReRkFSEEYRDFE (417,105) (687,743)
Cash and cash equivalents at beginning of the period HHIR S RIS EEY 1,587,183 2,114,952
Effect of foreign exchange rate changes, net GNEETE R B 2R EE (4,293) 299
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD EIREVE S RESZEY 1,165,785 1,421,508
ANALYSIS OF BALANCES OF CASH AND CASH RERRELEEY

EQUIVALENTS SR DT
Cash and bank balances Re RiR1THES 1,165,785 1,201,782
Time deposits with original maturity of TEHFR(REHR IR

less than three months =@A) - 225,726

1,165,785 1,427,508
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

AR S B SRR M

30 June 2013
201356 A30H

1.

2.1

30

CORPORATE INFORMATION

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

Pursuant to the special resolution passed at the annual general
meeting of the Company held on 31 May 2013 and the approval
from the Registry of Companies in the Cayman Islands, the
name of the Company was changed from “China Liansu Group
Holdings Limited I EBKZBEFIZRAR A A]" to “China Lesso
Group Holdings Limited ff E BB EFIELAR A"

The Group is principally engaged in the manufacture and sale of
plastic pipes and pipe fittings.

In the opinion of the directors, the Company’s ultimate holding
company is New Fortune, a limited liability company incorporated
in the British Virgin Islands.

These condensed consolidated financial statements were
approved and authorised for issue by the Board on 19 August
2013.

BASIS OF PREPARATION

These condensed consolidated financial statements of the Group
for the six months ended 30 June 2013 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. These condensed
consolidated financial statements are presented in Renminbi
and all values are rounded to the nearest thousand except when
otherwise indicated.

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 2012,
except for the adoption of the new and revised Hong Kong
Financial Reporting Standards (“HKFRSs") (which also include
Hong Kong Accounting Standards (“HKASs") and Interpretations)
and the accounting policy for construction contracts 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 2012.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ERRAR & B Rk M 5T o)
30 June 2013
2013476 4304

2.2 CHANGES IN ACCOUNTING POLICIES AND 2.2 €:tHERIEE

DISCLOSURES

The Group has applied the following new and revised HKFRSs

for the first time for the current period’s condensed consolidated

financial statements.

HKFRS 1 Amendments

HKFRS 7 Amendments

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 10, HKFRS 11 and
HKFRS 12 Amendments

HKFRS 13

HKAS 1 Amendments

HKAS 19 (2011)

HKAS 27 (2011)

HKAS 28 (2011)

HK(IFRIC)-Int 20

Annual Improvements
2009-2011 Cycle

Amendments to HKFRS 1 -
Government Loans

Amendments to HKFRS 7 -
Offsetting Financial Assets and
Financial Liabilities

Consolidated Financial Statements

Joint Arrangements

Disclosure of Interests in Other
Entities

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12 -
Transition Guidance

Fair Value Measurement

Amendments to HKAS1 —
Presentation of Items of Other
Comprehensive Income

Employee Benefits

Separate Financial Statements

Investments in Associates and
Joint Ventures

Stripping Costs in the Production
Phase of a Surface Mine

Amendments to a number of
HKFRSs issued in June 2012

Except as described below, the application of these new and
revised HKFRSs 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.

HRE

AEBENRGRGAMBHRRAERER TS
R MIERT BB ImEER

BRMBRELER BEVBREEE19E
FIRIEETAR BRI — HfFE
BRMBRELER] BEPEREERETHR
FIRIBETAR BRI — i &

ERTHEE

BEAVISIREELR HFAEYBHRE
F109%

BRMBHRELER AELH
F119R

BRMBRELER] EERAMERZ #r
F125%

BRMBWMELR BEWBWREERZEI0
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WIS s 2E A FNHERB BV BRE
FNHRRES BB 25R IS RT A
B i 22 — BEES
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BEEFHER 1EE#EF
F1952(20114F)

AR EHLER BB IRE
F2757(20114F)

BB SR RIBENFIRE ELFE
F285R(2011%F) ZKE

A (BRMG®R XS LEE R FIFR

EEARERE

22N
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

5 A7

B4R A ISR M 5T )

30 June 2013
201356 A30H

2.2 CHANGES IN ACCOUNTING POLICIES AND

32

DISCLOSURES (Continued)

AMENDMENTS TO HKAS 1 - PRESENTATION OF ITEMS OF
OTHER COMPREHENSIVE INCOME

The amendments to HKAS 1 introduce new terminology for
statement of comprehensive income and income statement.
Under the amendments to HKAS 1, a
comprehensive income” is renamed as a “statement of profit

“statement of

or loss and other comprehensive income” and an “income
statement” is renamed as a “statement of profit or loss”. The
amendments to HKAS 1 retain the option to present profit or loss
and other comprehensive income in either a single statement
or in two separate but consecutive statements. However, the
amendments to HKAS 1 require items of other comprehensive
income to be grouped into two categories: (a) items that will not
be reclassified subsequently to profit or loss; and (b) items that
may be reclassified subsequently to profit or loss when specific
conditions are met. Income tax on items of other comprehensive
income is required to be allocated on the same basis — the
amendments do not change the option to present items of
other comprehensive income either before tax or net of tax. The
amendments have been applied retrospectively, and hence the
statement of comprehensive income has been renamed and the
presentation of items of other comprehensive income has been
modified to reflect the changes. Other than the above mentioned
presentation changes, the application of the amendments to
HKAS 1 does not result in any impact on profit or loss, other
comprehensive income and total comprehensive income.

In addition, the Group has applied the accounting policy for its
construction contracts during the period.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
F'Eﬁ %T‘Tﬂ\/m\/ﬁ%} ?&%Bﬁ uf’ii

30 June 2013
201356 A30H

2.2 CHANGES IN ACCOUNTING POLICIES AND

B BREBRESEE S @

DISCLOSURES (continued)

CONSTRUCTION CONTRACTS

Contract revenue comprises the agreed contract amount and
appropriate amounts from variation orders, claims and incentive
payments. Contract costs incurred comprise direct materials,
the costs of subcontracting, direct labour and an appropriate
proportion of variable and fixed construction overheads.

When the outcome of a construction contract can be estimated
reliably, contract revenue from a fixed price construction
contract is recognised on the percentage of completion method,
measured by reference to the proportion of contract costs
incurred for work performed to date relative to the estimated
total cost of the relevant contract, except where this would
not be representative of the stage of completion. Variations in
contract work, claims and incentive payments are included to the
extent that the amount can be measured reliably and its receipt is
considered probable.

Where the outcome of a construction contract cannot be
estimated reliably, contract revenue is recognised to the extent
of contract costs incurred that is probable will be recoverable.
Contract costs are recognised as expenses in the period in which
they are incurred.

When it is probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as an expense
immediately.

Where contract costs incurred to date plus recognised profits
less recognised losses exceed progress billings, the surplus
is treated as amounts due from customers for contract work.
Where progress billings exceed contract costs incurred to date
plus recognised profits less recognised losses, the surplus is
treated as amounts due to customers for contract work.
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30 June 2013
201356 A30H

3.

34

OPERATING SEGMENT INFORMATION

The Group is principally engaged in the manufacture and sale of
plastic pipes and pipe fittings. 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 unit based on the location of the assets. The
Group has eight reportable operating segments as follows:

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

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

(i) Central China, including Hubei Province, Jiangxi Province
and Henan Province;

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

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

(vi)  Northwestern China, including Shaanxi Province, Ningxia
Hui Autonomous Region, Qinghai Province, Gansu Province

and Xinjiang Uygur Autonomous Region;

(vii)  Northeastern China, including Liaoning Province, Jilin
Province and Heilongjiang Province; and

(viii)  Outside China.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RA4E A SRR I 5T ()
30 June 2013
201396 A30H

3.

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 exchange differences, finance costs, interest income,
gain on early redemption of held-to-maturity investments, gain
on disposal of available-for-sale investments, gain on repurchase
of the Senior Notes, 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, held-to-
maturity investments, 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 both in the PRC and foreign countries.

During the six months ended 30 June 2013 and 2012, 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)

HIRARA BT RA M F )

30 June 2013

201346 A30H
Southern  Southwestern Central Eastern Northern  Northwestern  Northeastern Outside
China China China China China China China China  Eliminations  Consolidated
2y FEEME E R By FEIME  RIBE  REES ik &4
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETR ARETR ARMTR ARMTr ARETR ARETn ARETR ARETR
(Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REER) (REER) (REBR) (ROBK) (REBR) (REER) (REER)  (REBR)  (REER)  (REER)
Six months ended BZ03E6R%A
30 June 2013 IEAEA
Segment revenue: AHBA
Sales to external customers  SMVE S & 3414193 616193 562693 284386 381298 195943 115173 106,133 - 5676012
Intersegment sales HEEHE 537,389 119025 178,807 34,285 70,929 43507 35769 152,905  (1,172,616) -
3,951,582 735218 741,500 318,671 452,221 239,450 150,942 259,038  (1,172,616) 5,676,012
Revenue from construction ~ TI244)
contracts WA 16,211 - - - - - - - - 16,211
Total &t 3,967,793 735218 741,500 318,671 452,221 239,450 150,942 259,038  (1,172,616) 5,692,223
Segment results IR 1,007,951 174,332 204,285 75410 11172 53,839 30,433 39,244 (210812) 1,491,854
Reconciliations: i
Exchange gain E A& 24,309
Finance costs BERK (75,870)
Interestincome FladE 36,604
Gain on early redemption o~ FEIEREEER
held-to-maturity RHHRE
investments FiEfE 1594
Share of profitof a joint M—HaEtE
venture prayil 214
Unallocated income and FORMER
expenses ik (638,367)
Profit hefore tax BRI _ s |
Othersegment information: ~~ E 4 HER
Depreciation and amortisation 7% /2 8 87,165 15,813 20,827 8,846 13,849 12,239 1,779 3,251 - 173,769
Impairment of trade BARUNERE
receivables, net 8 10,725 - - - 6,023 - - 1327 - 18,075
Write-down of inventories ~ HiBUFEZAER
to net realisable value FE 3463 - - - - - - - - 3,463
Capital expenditure? UGy 434,538 61,237 67,691 136,309 47,089 35,125 19,973 6,883 (15,090) 793,755
As at 30 June 2013 201356 R 30A
Segment assets AHEE 4,763,638 726,118 929,116 518,831 519,899 615,876 553,141 171,908 - 8798527
# Capital expenditure consists of additions of property, plant and # BRRSZBEAEYE  WENKEE - B L

equipment, prepaid land lease payments and other intangible assets.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

B ARAR & ISR M ak o)
30 June 2013
201346 A30H
3. OPERATING SEGMENT INFORMATION 3. &&o9IER @)
(Continued)
Southem  Southwestern Central Eastem Northern  Northwestem ~ Northeastern Qutside
China China China China China China China China  Eliminations ~ Consolidated
iy AEME 2 ER By FEME  RIME  RER) itic )
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETn ARETn ARETr ARETT ARETR ARETR ARETR
(Unudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) (Unaudited)  (Unaudited)  (Unaudited) (Unaudited)
(REgk) (REER) (REBR)  (REBR) (REBR) (REBR) (REER) (REER) (REER)  (REER
Six months ended BENIE6R3A
30 June 2012 LE~fER
Segment revenue: AHBA
Salesto extemal customers  SMFESHE 3,086,604 37 138300 w10 316,79 117620 79705 63181 - 4818683
Intersegment sales PHEEE 44947 99962 126,566 27,084 74876 17,765 39292 59319 (689,831) -
Total A 3531551 574,354 564,366 269,191 391,670 135,385 118,997 122,500 (889,831) 4818683
Segment results r%E 916,361 136,805 174381 56,313 88976 23630 9938 18491 (177,188) 1,247,701
Reconciliations: -
Exchange loss EiEE (5,130)
Finance costs BEMA (69,220)
Interestincome il 217
Gain on disposal of EARNE
available-for-sale REME
investments Filg 14710
Gainonrepurchase ofthe  EEIEEZ 4
Senior Notes pilksy 425
Share of profit of  joint HME-HAELE
venture gl 116
Unallocated income and APRMER
expenses X (481,450)
Profit hefore tax BRBATE ) M
Other segmentinformation: {45 H&H :
Depreciation and amortisation 7% /% 8 54,105 1291 16,585 6,111 11569 5321 7069 149 - 113547
Impairment of trade BHRYGERE
receivables, net it 340 - - - - - - - - 341
Capital expenditure? Y 187476 60,771 62,116 8726 nm 129,856 31,848 10845 (10,270) 809,590
As at 31 December 2012 H02E12831A
Segment assets (Audited) 7 EE(LEH) 4,086,718 616,238 839473 33N 535,307 533904 520,106 17447 - 7562910
# Capital expenditure consists of additions of property, plant and # BARZBEREYE  BERERE - BT
equipment, prepaid land lease payments and other intangible assets. HERREMEREE -
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30 June 2013
201356 A30H

Revenue, which is also the Group's turnover, represents the

net invoiced value of goods sold, after allowances for returns

and trade discounts (net of value-added tax, if any), and an

appropriate proportion of contract revenue from construction

contracts during the period.

An analysis of the Group's revenue, other revenue, income and

gains is as follows:

WA RAREREERE  BHAHEEERN
BREEFR  SHRERERESITNENEG
BEWRIE))  RIRAHNZAHKRAREE

B o

REBRBA - ERA - e R Mmoo

T

Six months ended 30 June

HZE6A308 1L~EA
2013 2012
213F 2124
RMB'000 RMB'000
AR¥ETRT ARETTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Revenue WA
Sale of goods HEER 5,676,012 4,818,683
Revenue from construction contracts TRAHKA 16,211 -
5,692,223 4,818,683
Other revenue, income and gains Hpl A ~ W R FlE
Bank interest income RITH B 12710 20,909
Interest income from held-to-maturity investments AR EPRERNF B 23,894 1,270
Total interest income S BRE 36,604 2,179
Government grants and subsidies R4 B S A B 5,234 4,496
Gain on sale of raw materials HERMERFIE 833 891
Gain on early redemption of held-to-maturity HIRRB A E IR E
investments FiSHlz 1,594 -
Gain on disposal of available-for-sale investments HE R EREMEN R = 14,710
Gain on repurchase of the Senior Notes BEBARBNTIZR - 4,259
Dividend income % B zs _ )
Exchange gain 0 5 & 24,309 -
QOthers Eith 10,238 5,828
78,812 52,795

Government grants and subsidies mainly represented funding

received from government authorities to support certain of

the Group’s research and development activities. There are no

unfulfilled conditions or contingencies related to these grants and

subsidies.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

R4 & B RS R MY 5 ()

30 June 2013

201346 A30H
5. FINANCE COSTS 5. BERAK
Six months ended 30 June
HZ6H30HLEREAR
2013 2012
2013F 20124
RMB’000 RMB’000
AR®TR ARBFT
(Unaudited) (Unaudited)
(REER) (REEZ)
Interest on: IATEIBHFE
Bank loans PATER 1,874 1479
The Senior Notes BHER 67,996 67,74
75,870 69,220
6. PROFIT BEFORE TAX 6. PBRBIANRF
The Group's profit before tax is arrived at after charging/(crediting): NEBERBRE AR R (GTA) To&
TRIBEY
Six months ended 30 June
BZE6A0BLAEA
2013 2012
2013F 2012
RMB’000 RMB’000
AR¥T R ARETT
(Unaudited) (Unaudited)
(REER) (REEZ)
Cost of inventories sold BEFERAE 4,183,437 3,570,976
Direct cost of construction work TREENRAK 13,469 -
Depreciation e 163,220 107,516
Amortisation of prepaid land lease payments Taff AR E S i 9136 5,602
Amortisation of other intangible assets HAb R & Ay 1413 429
Total depreciation and amortisation WEN#ERE 173,769 113,547
Research and development costs? T B R AN 124,353 93,705
Gain on disposal of items of land, HELH - BfbEEERE
other intangible assets, property, LE N
plant and equipment B HlE (8,690) (822)
Gain from a bargain purchase BEWEMEHR (157) -
Equity-settled share option expense LAHX*E%ZE’JHEHXTE 53 5,197 14,092
Write-down of inventories to net realisable value WRFEEERFE 3463 -
Impairment of trade receivables, net* B 5 fE Wk IaR (B A 18,075 3411
Foreign exchange differences, net PE N EEFE (24,309) 5,130
# Research and development costs and the impairment of trade # HEKARRE ZEEGRIERE TR R IBS A0
receivables, net are included in the “other expenses” in profit or loss. [Ep] -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

B4R & B 75 ik M ot o)

30 June 2013

201346 A30H
7. INCOME TAX EXPENSE 7. FiSFiBX
Six months ended 30 June
HZ6H30HLEREAR
2013 2012
2013F 20124
RMB’000 RMB’000
AR¥TR ARBFT
(Unaudited) (Unaudited)
(REBER) (REEZ)
Current—Hong Kong BIE— & 5,801 383
Current—PRC BIE— R
Charge for the period HAHIE 151,947 129,660
Overprovision in the prior year BEFERERE (26,798) (26,074)
130,950 103,969
Deferred JRIT 31,731 31,297
Total tax charge for the period HNIEEEE 162,681 135,266
The Group is subject to income tax on an entity basis on profits AEBAGRAEEKE RAIR T EREE T
arising in or derived from the jurisdictions in which members of R REERTE A SRS B IR EEBEEY
the Group are domiciled and operate. TS HL ©
HONG KONG PROFITS TAX ERNEH
Hong Kong profits tax has been provided at the rate of 16.5% on BEMNESHDREMESREAEESEENE
the estimated assessable profits arising in Hong Kong for both FTERR TR AR SR AR BB B (A )% -
periods, if any, after offsetting the tax loss brought forward. THE16.5% B4 -
PRC CORPORATE INCOME TAX FERSEREHR
The Group's income tax provision in respect of its operations in AEBEREBERENBEANEREER - LA
Mainland China has been calculated at the applicable tax rates RN AERE  REREMAEE  HERN
on the taxable profits for both periods, based on the existing KA E B A S TSR B -
legislation, interpretations and practices in respect thereof.
8. DIVIDENDS 8. RE
During the period, a final dividend of HK12 cents per share in HR - ARFHEZE2012F12A31 8 1EF
respect of the year ended 31 December 2012 (six months ended ERARABIHEBEATREI N KBRS
30 June 2012: HK12 cents per share in respect of the year B A% 0 1278 (B 2 20126 A30 8 1E /<&
ended 31 December 2011) was declared and paid to the owners B MEZE201MF1283MBLEFERNS
of the Company. The aggregate amount of the final dividend BRAR 1278 0) - BIAE IR R XA REIAR
declared and paid in the period amounted to HK$365,263,000 B 4858 5365,263,000 BT (HHESERAR
(approximately RMB293,818,000 equivalent) (six months ended 5 293,818,000 7T ) (# £2012% 6 A30H It
30 June 2012: HK$361,180,000 (approximately RMB293,834,000 JNEA 361,180,000 o (H9HER AR
equivalent)). 293,834,0007T)) °
The Board does not recommend the payment of an interim BT RIKNEZE2013F6 A308 1L/~ fE A
dividend for the six months ended 30 June 2013 (six months R HEARR B (B 22012F6 A30H LA A -
ended 30 June 2012: Nil). ) o
40 China Lesso Group Holdings Limited = Bl %3 &= @12 A A R A &)



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

MARER A AT @

30 June 2013

201346 H30H

9. EARNINGS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY

The calculations of basic and diluted earnings per share are based

RATFFEREABREZSRER

REAT SR ESRERREERF) -

on:
Six months ended 30 June
HZ6A30A L <{EA
2013 2012
20135 2125
RMB'000 RMB'000
AR¥TR AREFT
(Unaudited) (Unaudited)
(REEEZ) (REEZ)
Earnings 27
Profit attributable to owners of the Company used in FEEREAREERAERDN
the basic and diluted earnings per share calculation KARHEA AEE T 682,734 600,185
Number of Shares
RBEE
Six months ended 30 June
BZ6H308 LAER
2013 2012
2013F 20126
Shares 12
Weighted average number of ordinary shares of the Company 5T& &M EARZE I B4R R
inissue used in the basic earnings per share calculation BRTE B NETIHH 3,042,444,790 3,008,285,255
Effect of dilution — weighted average number of ordinary BEEE — TR IET S
shares: share options e 43,223,592 61,013,523
3,085,668,382 3,069,298,778

The weighted average number of shares used to calculate the
basic earnings per share for the six months ended 30 June
2013 includes 3,033,602,350 ordinary shares in issue as at 31
December 2012 (six months ended 30 June 2012: 3,005,906,950
ordinary shares in issue as at 31 December 2011) and 8,842,440
shares (six months ended 30 June 2012: 2,378,305 shares)
derived from the weighted average number of 10,576,100
ordinary shares (six months ended 30 June 2012: 5,005,500
ordinary shares) issued upon the exercise of share options.

The calculation of the diluted earnings per share amounts is
based on the profit for the period attributable to owners of the
Company. The weighted average number of ordinary shares used
in the calculation is the number of ordinary shares in issue during
the period, as used in the basic earnings per share calculation,
and the weighted average number of ordinary shares assumed
to have been issued at no consideration on the deemed exercise
or conversion of all dilutive potential ordinary shares into ordinary
shares.

FLAGTE#E Z=2013F6 A30 8 I/~ 1E A&
EARBFIH MO MEFHE - BiER2012412
A31HE 377#93,033,602,350% & @A (B =
20126 A30H LE/XE A : M2011F12H31H
B 2417 #93,005,906,950 B% & 3/ A% ) K2 77 {# B %
12 E1THY10,576, 10008 @A (B £201246
A30H [E7<{E A : 5,005,5004% & @A ) & hniE
Fgr - 808,842,440/ B 15 (B Z=201256 A
308 IE/N1AA : 2,378,306 8% )

FREERNBEDREARRRHESE ARIGEH
MIEMEE - sHEMAN SRR INEF IR
HIRE BT T BREE (B B RERAEF
FRERERR) - RERRABBEEEE B
BT EB R ST RRMATRERTHE
BRNRETFI9RR
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R RRAR & BT RS aR I 5T ()
30 June 2013
2013476 4304

10.

11.

12.

42

PROPERTY, PLANT AND EQUIPMENT 10.

During the period, the Group acquired property, plant and
equipment with an aggregate cost of RMB727,128,000 (six
months ended 30 June 2012: RMB497,471,000). During the
period, property, plant and equipment with an aggregate net
carrying amount of RMB8,942,000 (six months ended 30 June
2012: RMB1,173,000) was disposed of by the Group.

HELD-TO-MATURITY INVESTMENTS 11.

M - BERRE

BN AEERBEDE - BEREHENERR
A AR727,128,0007T (HE201296 A30H
IEXER  AR#497,471,0007T) » HIA - A&
EEHENE  BELERHENEREFEAA
R#8,942,0007t (2201246 A30H 1L/~ A
A+ AR#1,173,0007T) °

FREIHRE

As at As at
30 June 2013 31 December 2012
R2013F6H30A  R20126F 124318

RMB'000 RMB'000
AR¥T T AREFT
(Unaudited) (Audited)
(REER) (&%)
Listed debt securities FEERES 275,599 288,690
Less: Amounts with maturity of less than one year B RBEER FEBA DR —FH
shown under current assets A (22,191) (9,684)
Amounts shown under non-current assets e EEE N IE 247,808 279,006

The held-to-maturity investments represented debt securities
listed on the Singapore Exchange Securities Trading Limited.
These securities carry fixed interest at 9.00% to 13.75% (31
December 2012: 9.00% to 13.75%) per annum, payable semi-
annually in arrears, and will mature from November 2013 to April
2018 (31 December 2012: November 2013 to April 2016).

BEEHHEEBRIINEELFZZMERR
A ETHEBES - ZEFHFOMNBIREE
FEFRY.00%ZE13.75% (2012412 A31 8 :
9.00% £13.75% )it & - BEF I - BR
2013F 11 AE2018%F4 A EIH3 (201246 12 A31
A : 2013F 11 AE2016F44) »

INVENTORIES 12. 7&
As at As at
30 June 2013 31 December 2012
201356 A30H 720126128318
RMB’000 RMB’000
AR%TR AREFT
(Unaudited) (Audited)
(REER) (&%)
Raw materials BiE 1,056,765 885,211
Work in progress EEMD 131,376 78,784
Finished goods ER S 1,049,389 802,138
2,243,530 1,766,133

As at 30 June 2013, certain of the Group's inventories with an
aggregate net carrying amount of RMB2,725,000 (31 December
2012: RMB26,332,000) were pledged to secure the Group's bank
loans.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

MARER A AT @

30 June 2013

201346 H30H

13. TRADE AND BILLS RECEIVABLES

13. EZRUFREREE

As at As at
30 June 2013 31 December 2012
R2013F6H30A  R20126F12A318

RMB'000 RMB'000

AR¥T T AREFT

(Unaudited) (Audited)

(REER) (=)

Trade receivables B 5 FENGRIA 851,011 779,354
Bills receivable FEW R 113,106 243,265
Less: Provision for impairment wORERE (31,160) (13,085)
932,957 1,009,534

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.

Included in the Group's trade receivables are the trade balances
due from a company under the common control of a director of
RMB7,479,000 (31 December 2012: Nil) which are repayable on
similar credit terms offered to the Group’s major customers and
are classified in the age band of within 3 months below.

AEENTIEEP AT ENMAE LD HE
TARTRARY BHMERERN ABFER
AN TRERFT - REBARF TR - WK K&
HEFPHMBEE  AIRERBIDHEBNESF
FHRRENTAEEERRE T R —EAK
ZEANERMR(NEES) - AEELES—
AEDHEBEEPR TRENEHBHR - @5I3F
DHEAEFPHERBREFENIERME - AL
EHEARTIIAINEES) » H/ER - ek
RHIEPHHE —RIEMUENTARNRE
BREHANEE - AKELELDRE - G
HIZ PR EAHR -

S RWFIRRE RS REEARRE

AEEEZERFEFRBERRR —MER
TMNEEEHNARNESEHRARE
7,479,0007C (2012412 A31H : ) - 254
BZEBEEFEREERFEZERP ZIKZUE
A BRENTRIEARZERKEE -
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BEEEES:

I ==

15 R M )

30 June 2013
201356 A30H

13. TRADE AND BILLS RECEIVABLES (continued)

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
provisions, is as follows:

13.

EZEWE

REPSELAT )

RIMEMK - ARENEZRUHRALERZ
HEAMIINRBEEHRORROTNT

As at As at

30 June 2013 31 December 2012

201356 A30H 2012412 8318

RMB’000 RMB'000

AR¥T T ARBFT

(Unaudited) (Audited)

(REER) (&%)

Within 3 months MEAR 666,966 632,975
410 6 months 4761E A 151,423 179,554
7to 12 months T212(8 A 78,370 159,689
1to 2 years 1229 30,534 33,724
2to 3 years 223F 4,698 2,705
Over 3years IFF 966 887
932,957 1,009,534

During the period, the Group discounted bills receivable with
an aggregate carrying amount of RMB19,182,000 to a bank for
cash proceeds of RMB18,863,000. If the bills receivable are not
paid at maturity, the bank has the right to request the Group to
pay the unsettled balance. As the Group has not transferred the
significant risks and rewards, including default risk, relating to
such bills receivable, it continues to recognise the full carrying
amount of the bills receivable and has recognised the cash
received on the transfer as an unsecured bank loan.

At the end of the reporting period, the carrying amount of
the bills receivable that have been transferred but have not
been derecognised and the carrying amount of the associated
liability amounted to RMB19,182,000 (31 December 2012:
RMB152,084,000), respectively.

China Lesso Group Holdings Limited /1 BIH B £ B2 AE B R A 7]

A
#£19,182,000 7T A fE Uk 2= 1%
AR ¥518,863,0007T ° fiM#% 5 MEUEIEN 2 H
AR - RITEEERARNEE A REN
BREE - ARAEBWEEEFAZSRERER
WEZRBEER(BDEFEERERR)  AEEHEE
BERYMEREWEEMNEREE - WEERRZ
ERWMAR S AERRIRITER -

CAREEE-RRITHREEARLE/AR

 BEMBHRER

RBEER  BEBANARIEERNER
%‘%%ﬁiﬂﬁ@fﬁ&m%ﬁ%ﬁm&mﬁnEIJZ%/\E
#19,182,0007C (2012412 A31H : AR
152,084,0007T) °



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

R RRAR & BT RS aR I 5T ()
30 June 2013
2013476 4304

14. PREPAYMENTS, DEPOSITS AND OTHER 14. YR » & R EMEWRIE
RECEIVABLES

As at As at
30 June 2013 31 December 2012
R2013E6A0A  R2012F12A318

RMB’000 RMB’000
ARETT AREFT
(Unaudited) (Audited)
(REEZ) (B&EZ)
Prepayments SELRE N 320,329 231,262
Current portion of prepaid land lease payments TBf L E AR EN L 21,0M 20,664
Value-added tax recoverable ERFILETR 160,325 109,581
Corporate income tax recoverable FFEIMBEMER 9,721 13,157
Deposits e 14,848 10,953
Other receivables Hh IR 37,595 19,610
563,889 405,227
The financial assets included in the above balances are iR eENeREEDEER 2R RE
unsecured, interest-free and have no fixed terms of repayment. B EERE -
15. CASH AND BANK DEPOSITS 15. HERBITER
As at As at
30 June 2013 31 December 2012
20136308 120126 12A318
RMB’000 RMB’000
ARETR ARETT
(Unaudited) (Audited)
(REBER) (BFE%)
Restricted cash SIREER S 626,624 335,142
Time deposits with original maturity of more than three EHES(RE R SR
months when acquired =faR) 3813 -
Cash and cash equivalents ReRIBEEEY 1,165,785 1,587,183
1,796,222 1,922,325
The restricted cash represented bank deposits used for banking ZRFHIRESEARCEAHRTHRERIERELD
facilities utilised and as performance bonds. IRERIRITITIN
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RERRER A MR R T )

30 June 2013
201356 A30H

16. TRADE AND BILLS PAYABLES 16. EZENRERERE
As at As at
30 June 2013 31 December 2012
R2013E6H30R 720126 12H31H
RMB'000 RMB'000
AR¥T R ARETT
(Unaudited) (Audited)
(REEEZ) (&&= %)
Trade payables B S IERNTIA 298174 375,488
Bills payable RES 416,945 136,566
715119 512,054
The trade payables are interest-free. The average credit period ESRNFIENRE - B 5RENTHE A
for trade purchases is 30 to 90 days. R A30%E90H °
An aged analysis of the Group's trade and bills payables at the R ERR  AEBNE S EMNFERERE
end of the reporting period, based on the invoice date, is as BEHBMERRITAT ¢
follows:
As at As at
30 June 2013 31 December 2012
201356 A30H 7201246128318
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Audited)
(REER) (&%)
Within 3 months MEAA 439,983 483,943
410 6 months 4761E A 21,328 23520
7to 12 months 12128 A 1,386 1,542
1to 2 years 1226 2312 2,562
2t0 3 years 2E3F 104 299
Over 3 years 3FEMA L 6 188
75119 512,054

406 China Lesso Group Holdings Limited /1 BIH# 8 £ B2 AE B R A 7]



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

5 A7

Rara W RERMEE

30 June 2013
201356 A30H

o
T (&)

17. OTHER PAYABLES AND ACCRUALS HihENFIERETEH
As at As at
30 June 2013 31 December 2012
R2013F6H308 720126 12H31H
Notes RMB’000 RMB’000
FsE AR¥T T ARETT
(Unaudited) (Audited)
(REEEZ) (&%)
Advances from customers BE#HZ 449,967 487,192
Accruals fEzTE A 11,676 34,688
Salaries and welfare payables B T& KEF 35,709 76,926
Cash retention TR ERER 21 10,000 -
Contingent consideration arrangement SARBREE 21 7,586 -
Other payables HihfE IR 338,279 233,582
883,217 832,388

The financial liabilities included in the above balances are interest-

BB RNeRa B % 8 KEREER

free and have no fixed terms of repayment. B o
18. BANK LOANS AND OTHER BORROWINGS 18. (RITER R HMER
As at As at
30 June 2013 31 December 2012
201364308 20126124318
Maturity RMB'000 Maturity RMB'000
Z|8A AR¥TR )il =! AREFT
(Unaudited) (Audited)
(REBER) (g==%)
Current TE

Secured bank loans HEFRITER 2013 2125 2013 26,332
Unsecured bank loans EIRIRRITER 2013-2014 506,512 2013 569,467
509,237 595,799

Non-current E19 )
Unsecured bank loans IR ITER 2014-2015 564,931 2015 42,873
The Senior Notes BEER 2016 1,562,196 2016 1,585,910
2121127 1,628,783
2,636,364 2,224,582
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30 June 2013

201346 H30H

18. BANK LOANS AND OTHER BORROWINGS

(Continued)

Notes:

(a)

(c)

The effective interest rates on the Group's bank loans range from 1.21%
10 5.60% (31 December 2012: 1.33% to 5.50%) per annum.

As at 30 June 2013, the secured bank loans are secured by the pledge
of the Group's inventories with an aggregate net carrying amount of
RMB2,725,000 (31 December 2012: RMB26,332,000).

The Senior Notes are listed on the Singapore Exchange Securities
Trading Limited. They carry interest at 7.875% per annum (effective
interest rate at 8.63% per annum), payable semi-annually in arrears
on 13 May and 13 November, and will mature on 13 May 2016 unless
redeemed earlier. The Company can at its option redeem all or a portion
of the Senior Notes at any time prior to the maturity date in accordance
with the purchase agreement.

The Senior Notes are guaranteed by certain of the Company’s
subsidiaries and secured by a first-priority fixed charge over the shares
of those subsidiaries providing such guarantee.

The outstanding principal amount of the Senior Notes was
US$258,880,000 as at 30 June 2013 (31 December 2012:
US$258,880,000).

18. RITERK

H A& X ()

(@) AEBRTERZERFNENT121% E
5.60% T2 (20124E12A318 - 1.33%55.50%) o

(b)  7M2013F6A30R  BEMRITERBBE R
REBREFAEBERARK2,72500T2FE
(20124 12A31H + AK#26,332,00070) (FHH ©

() BEZBRIMEELFRSAERAR LM - F
BIRFHET 875% 1 H (BRFH*E/8.63%)
WHEA13E &1 A13EEEFINM » BrIETRA]
fE0 - BAREEN2016F5 8130 EH - AAF]
A EITREREIE BT AEEREREE HEE
6] 2 EPek E B K o

BARBERARTETHERRRELNZER
HRENMBRRNBRD AF—EEETHE -

MN2013F6HA30H  BARBHAREELS
#8 /5 258,880,000 = JT (2012 4 12 A 31 H
258,880,000 7T) °

19. SHARE CAPITAL 19. BRZA
As at As at
30 June 2013 31 December 2012
201356 A30H 2012812 318
(Unaudited) (Audited)
(REER) (&%)
Authorised: EE
20,000,000,000 (31 December 2012: 20,000,000,000(20125F12 311
20,000,000,000) ordinary shares 20,000,000,000) F5- 45 R T 1 HK$1,000,000000  HK$1,000,000,000
of HK$0.05 each 0.05/8 LR LB 1,000,000,000% 7T 1,000,000,0007% 7T
Issued and fully paid: BRTRER
3,044,178,450 (31 December 2012: 3,044,178,450(20124F12 4318 -
3,033,602,350) ordinary shares 3,033,602,350) & AR 1B HK$152,208,923 HK$151,680,118
of HK$0.05 each 0.05/8 TR LBk 152,208,923/ 7T 151,680,118/ 7T
Equivalent to ZER RMB133,081,000 RMB132,660,000
AR#133,081,0000T A X#132,660,000C

48

Pursuant to the exercise of the share options at the exercise

price

of HK$1.82 each granted by the Company, the Company

issued a total of 10,576,100 ordinary shares of HK$0.05 each for
a total cash consideration, before expenses, of approximately
HK$19,249,000 (approximately RMB15,534,000 equivalent)
during the period. The shares issued during the period rank
pari passu in all respects with the then existing shares of the
Company.

China Lesso Group Holdings Limited = Bl %3 &= @12 A A R A &)

BBRITEESREMI. eziﬁﬁﬁﬁﬂaw‘
AIREHMBRE  AAQa Hﬂm%m,\
10,576,1000% & A% 1 {E0.057%8 7T /) & 8 %
WeMRECRETHIZ)4119,249, ooo,%rn(iﬁﬁb%
AR#15,534,0007T) ° ;2 ERENEITIRMNIE
BEHEERQRERRFRNDZHE RS o



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

REIRRER A R R M T )

30 June 2013

201346 A30H
20. SHARE OPTION SCHEME 20. FEARFESTE
On 14 May 2010, the Company adopted a share option scheme 201055 148 - A RE) K& 22 AN S & 8
(the “Share Option Scheme”) and a pre-initial public offering KB EVEH BRI A ERLEA » KAFER
share option scheme (the “Pre-IPO Share Option Scheme”) IR AT E (ARSI D) R—BE R
for the purpose of providing incentives and rewards to eligible NABEERETE([BRA A AREERER
participants who contribute to the success of the Group's RESE]) -
operations.
SHARE OPTION SCHEME B RESTE
No share options have been granted under the Share Option RN ERANERESTEILAZK - WEBIEZE
Scheme since its adoption. B D BB AR E -
PRE-IPO SHARE OPTION SCHEME BRABMBREAERESTS
The following share options were outstanding under the Pre-IPO BN B AEREnBERETSIE T RTT
Share Option Scheme during the period: FRBARESHT T -
Exercise price Number of options
BRITEE BREHA
HKS$ per share ‘000
BT T4
At 1 January 2013 R2013F1 718 1.82 77,888
Exercised during the period BT 182 (10,576)
Lapsed/forfeited during the period ARk, R IR 182 (369)
At 30 June 2013 7201356 4305 1.82 66,943
The weighted average share price at the date of exercise for EARATE B R AR RN T 60 B R Y A P39 iR (B
share options exercised during the period was HK$5.75 per AR IE5. 7578 7T °
share.
The exercise prices and exercise periods of the share options MR2013F6 A30H  MATTHEHEBRENITE
outstanding at 30 June 2013 are as follows: BRITEAEES AT
Number of options Exercise price Exercise period
BREZE BRITERE 1TREHAR
‘000 HKS per share
T BT
5,779 1.82 23 June 2011 to 22 June 2014
201146 A23H £20145F6 5220
17,871 1.82 23 June 2012 to 22 June 2014
201246 A 23H £201496 A 228
43,287 1.82 23 June 2013 to 22 June 2014
20136 A23H £201456 5228
66,943

2013 Interim Report Bk & 49
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ERRAR & B Rk M 5T o)
30 June 2013
2013476 4304

On 15 January 2013 and 22 April 2013, the Group entered into
the sale and purchase agreements to acquire 100% equity
interests in Guangdong Lesso Valve Co., Ltd.* (“Lesso Valve")
at a cash consideration of RMB116,000,000 and Fengyang Chiao
Yue New Construction Material Co., Ltd.* ("Chiao Yue") at a
cash consideration of RMB5,000,000 and the shareholders’ loans
payable by Chiao Yue for RMB131,149,000, respectively.

Lesso Valve is principally engaged in the manufacture and
sale of valve products. Chiao Yue is principally engaged in the
manufacture and sale of calcium silicate board, a kind of new
environmental building material. Chiao Yue is renamed as
Anhui Lesso Chiao Yue New Construction Material Co., Ltd.*
subsequent to its acquisition by the Group. The acquisitions allow
the Group to expand its production lines on the valve supply for
the Group's water supply-related pipe projects and on the other
home building material products.

The Group assumed the control of Lesso Valve and Chiao Yue on
31 January 2013 and 30 April 2013 respectively. The respective
fair values of the identifiable assets and liabilities of Lesso Valve
and Chiao Yue acquired at the dates of control assumed by the
Group are as follows:

R20134%1 81658 %2013F4 52280 » K&£E
DRI EEM#AKBEREBHEPIERA
AI([BE2ERAPT D EI100% A HER - MEREA
AR#116,000,0007T * LA K Uk EEBIRS 54 # T
EMBERAG(EHR]EI100% KA ER - Re
REA ARES,000,0007T X B B IR E R
AE#131,149,0007C °

BRI T ENEMPIERBERBERT -
B EENE—EMARREM RIS RAE
ERHERT - BHEARBRBRRAREK
BEEBAIEMBR AR - ZFWEER
SEEEREASMKEREERBEWAFHREZ
HERMEMRERMER I EELR °

AEE D RIFR201341 A31H K%20139F4 A30
AESHBBREPIREBHIESE - RASLE
BSEHIEC A > BB BREPREBHES
AR EERBEQAFENT ¢

Lesso Valve Chiao Yue Total

Bt AR P fB¥ ko]

RMB'000 RMB'000 RMB'000

AREFTT ARETTT ARETIT

Property, plant and equipment ME - R NERE 35517 109,015 144,532
Prepaid land lease payments B LA ER 32,194 6,610 38,804
Inventories 78 22,987 11,755 34,742
Trade receivables B 5 FEUGRIE 29 1,777 2,069
Prepayments and other receivables TERTR R M U IR 2411 16,011 38,422
Cash and cash equivalents HEeNIREEEY 4,154 220 4,374
Trade payables B FENFIE (602) (2,272) (2,874)
Other payables and accruals HA e FRIE MBS B (796) (6,967) (7,763)
Total identifiable net assets at fair value AHEREEFEEE(EATE) 116,157 136,149 252,306
Cash He 116,000 118,563 234,563
Cash retention (Note (a)) TR B (FiFHa)) - 10,000 10,000
Contingent consideration arrangement (Note (b)) sk AFS(EZBE (K H(b)) - 7,586 7,586
Total consideration REBE 116,000 136,149 252,149
Gain from a bargain purchase HBUWEERREAES 157 - 157
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FIEﬁ %$é/\ ﬁ’%%&%ﬁﬁufﬁa/

30 June 2013
201356 A30H

21. BUSINESS COMBINATIONS (continued)

21. EH S

The gain from a bargain purchase of RMB157,000 arising from
the acquisition of Lesso Valve has been recognised in profit
or loss and included in the “other expenses” to offset the
acquisition-related costs mentioned below.

Acquisition-related costs incurred in relation to the acquisitions
of Lesso Valve of RMB619,000 and Chiao Yue of RMB2,580,000
have been excluded from the cost of acquisition and have been
recongnised directly as an expense in the period and included in
the "“other expenses” in profit or loss.

The aggregate fair values of the trade receivables and other
receivables as at the dates of control assumed by the Group
amounted to RMB2,069,000 and RMB38,422,000, respectively,
which approximate to the gross contractual amounts of those
corresponding balances acquired by the Group. At the dates of
control assumed by the Group, the management considered
that the contractual cash flows not expected to be collected is
insignificant.

An analysis of the cash flows in respect of the acquisitions of
subsidiaries is as follows:

BUWEHLE2RPNZERBEMSGENEARE
157,000t 2 M E R I TR E AR JIAK
SN SR B M B AR -

LUK BB B EB R P R B AR T 5 Bl EE A 9 U BB 4B
AN AR #:619,0007T K A R #2,580,0007TE,
WHIBR BB A2 BEERENEEER
BRI R BEH EaEL R -

RASERGZHEZA  BEHERUHEAR
HttBRKBEBNRAFEBEI N RARE

2,069,0007T & A R #38,422,0007T © AL E

WEZEHEAHRNENSEEAERS - KK

EENGBEHEZB SEERABHEXK
BINAHEEREWTEK

ERABBEHRBARNERELRESNNAT -

RMB’000

ARETT

Cash consideration paid BENBRSRE 234,563
Cash and cash equivalents acquired BWER S RBSEEY (4,374)
Net outflow of cash and cash equivalents included in investing activities % &;EEBIEME S RIS EEYR T F5E 230,189

Since their acquisitions, these subsidiaries contributed
RMB7,928,000 to the Group's revenue and recognised a profit of
RMB398,000 in profit or loss for the six months ended 30 June
2013.

Had the combination taken place at the beginning of the period,
the Group's revenue for the six months ended 30 June 2013
and the Group's profit for the six months ended 30 June 2013
would have been RMB5,700,302,000 and RMB669,791,000
respectively.

BUEBIAR - ZEH B AR AREERA B
AER#7,928,0007T © WHE E2013%6H30H
LE7NE A ey s A RERR a1 A R #5398,0007T °

Wz a R B v#ETT - AREBEZE2013F6
A308 1E/N1E A /KA KA LB E E2013
F6A30HERNERNEFED A AARE
5,700,302,0007T & A R #669,791,0007T °
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30 June 2013
201346 A30H
21. BUSINESS COMBINATIONS (continued) 21. ¥ &6t
Notes: BffsE -
(a) The cash retention will be paid when the related building ownership @) BENEFBEES ZHYT - RAREG 4}9%‘5%&
certificates of the plants and the land use rights certificates of the HSZE%JP‘I%m%iﬂ&ii‘%ﬁiim1iﬁﬁ$gﬁﬁ¢§
lands acquired are obtained with the assistance from the vendor. The - ZEBMERERERGAMBRRKOH M
amount has been included in the “other payables and accruals” on the FENFIAREER IR

22.

23.

24.

52

condensed consolidated statement of financial position.

(b) The contingent consideration will only be paid if certain government (b) EX%EEEEE/;EZW%T ’ 54\2014%3)%? H
subsidies are obtained with the assistance from the vendor on or before RIART - EHX@EFBZH%?EEH%E@ﬁN ° ffﬁ
31 March 2014. The amount has been included in the “other payables %,EE?%%%E}% BN R A E AL RE R FIR
and accruals” on the condensed consolidated statement of financial KEERTEMIN -
position.
==
CONTINGENT LIABILITIES 22. HAREE
As at 30 June 2013, the Group did not have any significant 7201356 A308 » AEEMH AR EAKA
contingent liabilities (31 December 2012: Nil). BE(2012F12A31H : #) o
PLEDGE OF ASSETS 23. EEEHR
Details of the Group's bank loans and other borrowings which MAKEEERANARERITRER LA MG
are secured by the Group's assets are included in note 18 to REFFS ﬁﬁ’\g?ﬁﬁlm/\ﬁﬁkiﬁﬁw £18 o
condensed consolidated financial statements.
COMMITMENTS 24. EiE
The Group had the following capital commitments at the end of RIBER - NREAATEAFRE

the reporting period:

As at As at
30 June 2013 31 December 2012
R2013F6H30A  R2012612A318

RMB’000 RMB'000
AR¥TR ARETT
(Unaudited) (Audited)
(RBEXK) (&%)
Contracted, but not provided for: BATAVE AR A -
Land, property, plant and equipment i WE - BEME 353,189 320,969
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AR S SRR M om)

30 June 2013
201356 A30H

25. RELATED PARTY TRANSACTIONS AND 25. Bl A XX B N EEER
BALANCES
(A) THE GROUP’'S MATERIAL TRANSACTIONS WITH (A) HALREEEBEBALTZEARS
RELATED PARTIES DURING THE PERIOD
Six months ended 30 June
HZ6A0AL~EA
2013 2012
2013F 2124
Notes RMB’000 RMB’000
fifE ARETRT AREFT
(Unaudited) (Unaudited)
(REEEZ) (REEZ)
Transactions with companies under the RERHFZ I ESEHIN
common control of a director: NAMR G
Sales of goods HEE M (i) 6,392 -
Provision of utilities R YNEES 3 (ii - 2,585
Consumption of utilities NS (ii) 2,957 787
Rental income ikl ey (iii = a2
Rental expenses HEM% (i) 1,658 553
Purchases of materials FREME (iv) 3812 2,002
Purchases of equipment RS (v) 17,193 25,689
Licensing trademarks BT (vi) 250 365
Licensing patents Sl (vi) 1 17
Acquisition cost for Lesso Valve SEERPT 2 W (vii) 116,000 -
Agency services from companies RE—EFEHNZRE AT
under the control of a director PR ta RIZARTE (viii) 2,064 2,670
Rental expenses paid to directors REFYINHESFEE (ix) 1,615 2,168
Design and maintenance services BB ERENR R
from a joint venture RERE (x) 1,161 -
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RS A MR Mt a

30 June 2013
201356 A30H

25. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(A) THE GROUP’'S MATERIAL TRANSACTIONS WITH
RELATED PARTIES DURING THE PERIOD (CONTINUED)

Notes:

(i)

(ii)

(i)

(iv)

(vi)

(vii)

(viii)

(ix)

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

Utilities were provided to/by related companies at cost.

Rental income/expenses were based on mutually agreed terms.

Purchases of materials from related companies were made
based on mutually agreed terms.

Purchases of equipment from related companies were made
with reference to the prices and conditions offered by the
related companies to their third-party customers.

Licensing trademarks and patents to related companies were
conducted based on mutually agreed terms.

The consideration was agreed after arm’s length negotiations
with reference to the fair value of net assets of Lesso Valve at
approximately RMB116,500,000 as at 31 December 2012, as
assessed by Savills Valuation and Professional Services Limited,
an independent professional valuer. For details, please refer
to the Company’s announcement on connected transaction in
relation to acquisition of entire equity interest of Lesso Valve
dated 15 January 2013.

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

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

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

(B) BALANCES WITH RELATED PARTIES
In addition to the balances with a related party as disclosed
in note 13 to condensed consolidated financial statements,
included in the Group's deposits paid for the purchase
of land, property, plant and equipment are deposits
of RMB23,730,000 (31 December 2012: Nil) paid to a
company under the common control of a director.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

BRRER & WS Mk et ()
30 June 2013
2013463308

25. RELATED PARTY TRANSACTIONS AND 25. @@BA TR FZ RESR @
BALANCES (Continued)

(C) COMPENSATION OF THE GROUP'S KEY MANAGEMENT (C) FEEXEEEASHMH
PERSONNEL

Six months ended 30 June

BZ6A308 L~MEA
2013 2012
20135 20126
RMB'000 RMB'000
AR%TR AREFTT
(Unaudited) (Unaudited)
(RBEXK) (REEER)
Short-term employees benefits REMEEEH 3,062 2,831
Post-employment benefits RREER 139 107
Equity-settled share option expense VAR 45 5 OB AR R 2 1,181 2,776
4372 5,714

26. FAIR VALUE MEASUREMENTS OF 26. €T ANAYENE
FINANCIAL INSTRUMENTS

Except as the detailed in the following table, the carrying BTN RATRFALE SN - NEE IR ER AR A
amounts of the Group's financial instruments recorded at Z*Aﬁﬁﬁ#&ﬁﬁﬂkﬂﬁﬂﬁﬁmﬁlﬂﬂﬁﬁfﬁiﬁﬁ
amortised cost in these condensed consolidated financial AFERE

statements approximate their fair values:

As at 30 June 2013 As at 31 December 2012
R20135F6H30H 720124123316
Carrying Fair Carrying Fair
amount value amount value
IREE DA HREE AYE
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T R AR¥T R ARETT AREFT
(Unaudited) (Unaudited) (Audited) (Audited)
(REEER) (REER) (BE%) (BE%)
Financial asset LREE
Held-to-maturity instruments BEZRERE 275,599 286,542 288,690 316,582
Financial liability =N
Bank loans and other borrowings ~ $R{/TE R R E b EHK
~The Senior Notes —BARE 1,562,196 1,600,554 1,585,910 1,706,766
The fair values are based on the quoted market price provided by NEEDRBEEIRBLTETISER M ERER
a leading global financial market data provider. HE TS MEETE °
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GLOSSARY

"Board” the board of directors of the Company

[EEg] ¥ ARLREFE

“China” or "PRC" the People’s Republic of China, for the purpose of this interim report, excluding
Hong Kong, Macau and Taiwan

[ ] B HEARAME  RAGEHREMS @ WHNREES  RFIREE

"Code" the Corporate Governance Code as set out in Appendix 14 to the Listing Rules

[<raJ ¥ EmRAMS4pmE Rt EE R<RE

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

[ARAR] k] A EEEE ¥ PEEEEEERERAR*

"EBITDA" earnings before interest, taxes, depreciation and amortisation

[ SR #E AT R ) B OFE  BiE - e AT

"Group” the Company and its subsidiaries

[ g ¥ ERRAIRENEBRR

"HK$" Hong Kong dollar, the lawful currency of Hong Kong

(%7l B BBEOEEEB BT

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

[&#] ¥ PREEBSIITTHR

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange

[ ErmR Al B EXRFTES EmARA

“Macau” Macao Special Administrative Region of the PRC

[P ] ¥ PEIRFIERITTEER

“Model Code” the Model Code for Securities Transactions by Directors of Listed Issuers as set
out in Appendix 10 to the Listing Rules

[1R2E<FA ¥ ETRAIMISR0PTEE) ET AR EEHITRE SR HHIEEFRI

“New Fortune” New Fortune Star Limited

B #&  New Fortune Star Limited

"PE"” Polyethylene

[PE] B BIM

516) China Lesso Group Holdings Limited = Bl %3 &= @12 A A R A &)



GLOSSARY (Continued)

Al (1)

“PP-R"
[PP-R]

“Prospectus”
[HBRER]
"PVC”

[PVC]

"RMB”
[AR®]

"Senior Notes”

[BERRE]

“Shareholder(s)"”
A& ]

“SFO"
[ &% M S 5 )

"Stock Exchange”

[ B 22 FFr

“Taiwan”

"

“tonne(s)

[T |

s
3=

"US$”
=

nop
[%]

Polypropylene random
ERHEBRERERG

the Company'’s prospectus dated 9 June 2010
RARIBEIA201066 A9R MR ER

Polyvinyl chloride
RELW

Renminbi, the lawful currency of the PRC

REEEEE - AR

US$300 million 7.875% senior notes due 2016 issued by the Company
KRR EITN20165 2 HRN3(EETT7.875% B ERIE

holder(s) of the share(s) of the Company

EAYNCIESESE DN

Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong
BBEDIEST BE R KB

The Stock Exchange of Hong Kong Limited
BERBER AR AT

the Republic of China
hEERE

a unit measuring weight, equal to 1,000 kilograms
SEEESHENM - BFMN1,00007

the United States of America
FEFIERE RE

US dollar, the lawful currency of US

XBZEEEE-XTT

per cent.
Bkt

* The English or Chinese translations in this interim report, where indicated, * AR ER SR A A R S SRR (Q0RERR) BRI -

denote for identification purposes only.
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CORPORATE INFORMATION

NAEER

BOARD OF DIRECTORS
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
Dr. Bai Chongen

Mr. Fung Pui Cheung

Mr. Wong Kwok Ho Jonathan

Mr. Cheung Man Yu

Mr. Gao Lixin

AUDIT COMMITTEE

Mr. Fung Pui Cheung (Chairman)
Mr. Wong Kwok Ho Jonathan
Mr. Lin Dewei

Mr. Cheung Man Yu

REMUNERATION COMMITTEE
Mr. Fung Pui Cheung (Chairman)

Mr. Wong Luen Hei

Mr. Zuo Manlun

Dr. Bai Chongen

Mr. Wong Kwok Ho Jonathan

NOMINATION COMMITTEE
Mr. Wong Luen Hei (Chairman)

Mr. Zuo Manlun

Dr. Bai Chongen

Mr. Fung Pui Cheung

Mr. Wong Kwok Ho Jonathan

Mr. Gao Lixin
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CORPORATE INFORMATION (Continued)

NRER @)

COMPANY SECRETARY
Mr. Kwan Chi Wai Samuel

AUTHORISED REPRESENTATIVES
Mr. Zuo Manlun
Mr. Kwan Chi Wai Samuel

REGISTERED OFFICE
PO Box 309, Ugland House
Grand Cayman, KY1-1104
Cayman Islands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN CHINA

Liansu Industrial Estate
Longjiang Town

Shunde District

Foshan City

Guangdong Province 528318
China

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Unit 3, 12th Floor, Tower 2

South Seas Centre

75 Mody Road

Tsim Sha Tsui East

Kowloon, Hong Kong

LISTING INFORMATION
Listing:
The Stock Exchange of Hong Kong Limited

Stock code:
2128

SHARE INFORMATION

Board lot size:
1,000 shares

Share issued as at 30 June 2013:
3,044,178,450 shares

Market capitalisation as at 30 June 2013:
HK$12,055 million

DEWE
RIS

EEAR
e
RIS

TSR

PO Box 309, Ugland House
Grand Cayman, KY1-1104
Cayman Islands

PEAEBREEERBE

A EY

EHRE (84 : 528318)
il

B2 [

BETHE

98 T %4

BREIEERMRE

BB

SPEERED

3B 7555

EEAF L

F 12183 F

EHER

TR
BRABERSFERAT

RIS -
2128

BROER

SFEEH -

1,0000%

R2013F6 A30B BT MHEA -
3,044,178,4500%
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CORPORATE INFORMATION (Continued)

NalErR )

FINANCIAL CALENDAR

Interim results announcement:
19 August 2013

PRINCIPAL SHARE REGISTRAR
MaplesFS Limited

PO Box 1093

Queensgate House

Grand Cayman, KY1-1102

Cayman Islands

BRANCH SHARE REGISTRAR
Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen's Road East, Wanchai

Hong Kong

INVESTOR RELATIONS

Porda Havas International Finance Communications Group
Tel: (852) 3150 6788
Fax: (852) 3150 6728
Email: ir@lesso.com

AUDITOR

Ernst & Young
Certified Public Accountants, Hong Kong

SOLICITOR
K&L Gates

PRINCIPAL BANKERS

Agricultural Bank of China Limited
China Construction Bank Corporation
China Merchants Bank Co., Ltd.

B B
GRS VN
2013484 19H

R3iEFEEERE
MaplesFS Limited

PO Box 1093
Queensgate House
Grand Cayman, KY1-1102
Cayman Islands

BRHBBFEERLRDE
BERPREFESFELERAT
aBE

B 2fE KB R 183%:
AR
17#1712-1716
REEBEZE

BRI SR E
%% 1 (852) 3150 6788
{5H : (852) 3150 6728
BH : ir@lesso.com

3 4
RGBT
BB

(e

SEVILIES

T EFERBRIT
FERERTRHERAT
FERRBTRHERAT
BRRIRGERAT

PEEERERITRNDARRREENTT
LB RN R RRITRNDER A
BARITARAR

PR TERTCEEM BRAR

TR TERITRMNBER AR
BILEABERITENERATDNBEDIT
BRLSESRITERDA

Chinatrust Commercial Bank, Ltd., Hong Kong Branch
Foshan Shunde Rural Commercial Bank Company Limited
Hang Seng Bank Limited

Industrial and Commercial Bank of China (Asia) Limited
Industrial and Commercial Bank of China Limited

Taipei Fubon Commercial Bank Co., Ltd., Hong Kong Branch
The Hongkong and Shanghai Banking Corporation Limited

WEBSITE bl

http://www.lesso.com http://www.lesso.com
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Forward-looking statements

This interim 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
business, industry 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 interim 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 interim report.

L=
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Unit 3, 12th Floor, Tower 2, South Seas Centre, 75 Mody Road
Tsim Sha Tsui East, Kowloon, Hong Kong
BB NERDIARIPEMIBE755EFEPOE ZE12#E3E
. (852)27128405
(852) 27147022
[ wwwlesso.com
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