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

The Group has 22 advanced production bases in 16 provinces, namely
Guangdong, Guizhou, Sichuan, Hubei, Jiangsu, Anhui, Zhejiang, Henan,
Hebei, Jilin, Shaanxi, Xinjiang, Hainan, Yunnan, Shandong and Hunan. The
Group has established a nationwide sales network and has also developed
long-term strategic partnerships with 2,172 independent and exclusive
first-tier distributors to provide quality and comprehensive products as well
as professional services for customers.
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FINANCIAL
HIGHLIGHTS

MBRE

Six months ended 30 June 30June 31 December
HZ6A3N0AILEAER 68308 124318 Change
2018 2017 2018 2017 25
(RMB’000) (AR®F )
Revenue WA 10,448,302 8,977,047 16.4%
Gross profit EF 2,721,219 2,461,304 10.6%
Finance costs BB AR 179,961 98,957 81.9%
EBITDA B ST AT & 1,852,431 1,637,999 13.1%
Profit before tax B4 750 B 4 1,299,159 1224674 6.1%
Profit for the period Hi R F 1,005,108 950,673 57%
Profit attributable to owners of VN/NEIE 2= DN il
the Company 1,041,194 971,042 7.2%
(RMB'000) (AR®F )
Total assets EERS 32,268,356 27,973,625 15.4%
Cash and bank deposits BE RRITER 5,250,975 4,452,370 17.9%
Total debts® BT EER 11,009,977 8,319,375 32.3%
Net debt® BT HERY 5,759,002 3,867,005 48.9%
Total equity Wezsmsm 13,902,811 13,783 491 0.9%
Share information (RMB) BRAER (ARY)
Basic and diluted earnings per share®  FRREAR R EERF O 0.34 031 9.7%
Interim dividend per share (HK cents) FRFEBERE CB) 10 -
Equity attributable to owners of FRAREHEE AEGER
the Company per share 439 4.35 0.9%
Financial ratios B #Lh =
Gearing Ratio (%) BEAGEE (%) 44.2 376
Net debt to equity® (%) BB FEHERL EO(%) M4 28.1
Interest cover (times) FEBF e (1F) 10.29 16.55
Note: s -
(a) Represented total borrowings. (a) BB REHE -

(b) Represented total debts less cash and bank deposits.

(c) Details of the calculations of the basic and diluted earnings per share of the

Company are set out in note 9 to condensed consolidated financial statements.

(d) Represented net debt divided by total equity.

(e) Represented EBITDA divided by finance costs.

China Lesso Group Holdings Limited A BRI %8 &= @35 iR A BR A 7)

b) EEBRFRRESRRITER -

(© ARXBEEBREAREEAN 2 EFLREHR

EUBRAME

() IEEBFERIAER B

()  IEMREMITHAI B FIFRABEKA



MANAGEMENT DISCUSSION

AND ANALYSIS
BEENWE DT

CORPORATE OVERVIEW

China Lesso is a leading large-scale industrial group which produces
building materials and interior decoration products in mainland China. The
Group established 22 advanced production bases in 16 regions within
China and foreign countries to support a nationwide sales network. The
Group strives to refine its strategic planning and sales network, offering
a comprehensive range of diverse industrial products and quality sales
services.

The Group continued to reinforce its leading position in the Chinese
market, especially in Southern China, on the strength of its quality
products, advanced technologies in research and development and a wide
sales network. In recent years, the Group has been actively developing
business in other local markets and overseas markets. While steadily
upgrading the core business of plastic piping systems, the Group has
also expanded the business of building materials and interior decoration
products, including systems of doors and windows, sanitary ware products
and integrated kitchens, thereby providing all-in-one solution that includes
cost-effective building materials, interior decoration products and services
for its customers.

The brand name LESSO of China Lesso represents the key elements
of the Group's corporate culture: "Link, Easiness, Safety, Sharing and
Openness”, and demonstrates its commitment to “Creating a Relaxing
Life for Dwellers”. Since it was established over 30 years ago, China
Lesso has been consistently consolidating its strong brand position and
reputation, and has received quality accreditations from many national
and professional institutions, including “The Most Trusted Brand by
Consumers in 2018",
Industry”,
Industry”, “Award for Craftsmanship in China’s Interior Decoration
Industry for 2017", “Award for
Benchmark Company in Quality Manufacturing in Foshan”, and “Top 10
Companies Award in China’s Light Industry and Plastics Industry”. The
Group's leading brand position reflects its strong capabilities to conduct
product research and development and to ensure excellent product quality.

This has laid a foundation for the Group's strong business presence in

“Influential Brand in China’s Interior Decoration
“Annual Innovative Brand in China’s Interior Decoration

“China’s Top 100 Companies Award”,

mainland China and overseas markets, and gave the impetus to the further
expansion of China Lesso’s sales network.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EIRE S Em M o T o)

MARKET REVIEW

In the first half of 2018, the global economy continued to be clouded by a
number of uncertainties as protectionism reared its head and geopolitical
risks increased. Meanwhile, the Chinese government tightened its
regulation of the country's overheated property market in an attempt to
cool it. During the period under review, the Chinese government continued
to press on with its policies on energy conservation and environmental
protection, and speeded up multiple large-scale municipal projects and
urban infrastructure construction. This drove up the demand for pipes and
pipe fittings consistently.

During the period under review, various local governments in China
continued to implement the “Action Plan for Prevention and Control of
Water Pollution”. For example, the Shanghai Municipal Government
issued the “"Assessment Requirements for Implementing the Action
Plan for Prevention and Control of Water Pollution in Shanghai (on a Trial
Basis)” in March 2018. In the same month, the Guangdong Provincial
Government also sought opinions on the “Implementation of Water
Pollution Prevention and Control in Guangdong Province for 2018" in order
to speed up the improvement of water environment and water quality
and meet the annual targets of water pollution prevention and control on
schedule. The move added impetus to the replacement of local pipeline
networks, thus increasing the demand for the output of the pipeline
industry. According to data from the Ministry of Environmental Protection,
the “Action Plan for Prevention and Control of Water Pollution” will require
a total investment of about RMB4.6 trillion, and the increased investment
in pollutant treatment is estimated to be able to add about RMB1.9 trillion
to the output value of the environmental protection industry.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EIREF R Mo T o)

MARKET REVIEW (continued)

According to the forecast of the “Development Proposal on the PRC's
Plastic Industry for the 13th Five-year Plan Period (2016-2021)", China’s
production volume of plastic pipes during the period of “The 13th Five-
year Plan” will maintain at an annual growth rate of approximately 3%. In
2020, it is expected that China’s production volume of plastic pipes will
reach 16 million tonnes. In addition, under “The Program for Construction
of the National Urban Municipal Infrastructure of the 13th Five-year Plan”,
targets have been set for the development of the facilities for national
water supply, heating, drainage and waterlogging prevention. Under the
Program, China plans to add 93,000 kilometres (“km") of new pipelines
to the water supply network, 95,000 km of new pipelines to the drainage
network, replace 23,000 km of old pipelines of the drainage network,
add 41,000 km of new pipelines to the centralised heating network, build
137,000 km of new gas pipelines, and construct 112,400 km of urban
rainwater pipelines during the period of “The 13th Five-year Plan”. These
large-scale infrastructure projects will give momentum to the new mode
of urbanisation and regional economic development, and will generate
enormous demand for pipes, thus benefiting the industry.

The “Program for Developing National Marine Economy under the 13th
Five-year Plan” was introduced by the Chinese government to adjust
and improve the traditional marine industries, promote comprehensive,
regional development of the marine industries primarily in the form of
marine ranch construction, vigorously develop the aquaculture in sea water
in a healthy manner and support the deep-water aquaculture cage that can
withstand winds and waves. All these measures are aimed at sustainable
development in the marine fishery industry. The move to improve the
marine industries is expected to enlarge the plastic pipe market and
present new opportunities for expanding the scope of the applications of

pipes.

At the 5th Plenary Session of the 16th Central Committee, the government
announced the “Beautiful Rural Villages Programme” which was aimed at
promoting the modernisation of agriculture and construction of a new type
of rural villages. The programme entails the improvement of the ecology
of the rural villages, environment protection and pollutant treatment. In
addition, the state also indicated that it would foster the development of
high-quality agriculture in the future so as to revitalise the rural villages.
To attain this goal, the government will actively develop the infrastructure
of the backward rural areas including facilities for water supply, power
supply, gas supply, drainage ditches, sewage collection network and
sewage treatment facilities, etc. Under such policy, urban and rural areas
can become more integrated.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EIRE S Em M o T o)

MARKET REVIEW (continued)

China’s natural gas transmission industry has been developing rapidly.
The construction of West-East Gas Pipeline Project, Sichuan-East Gas
Pipeline Project and other projects of the same type have been in full
swing under the state's energy policies. According to the “Clean Winter
Heating Plan for Northern China (2017-2021)", there are currently a total
of sixteen main pipes in six provinces and cities including Beijing, Tianjin,
Hebei, Shandong, Henan and Shanxi, with a total gas transmission volume
of approximately 94 billion cubic meters per year. From 2017 to 2021,
China plans to add eight main pipes. After the completion of construction
and commencement of operation, the supply capacity will increase by
approximately 75 billion cubic meters per year. In addition, there are
currently about 13,000 km of branch pipes in six provinces and cities, with
a plan to add 4,300 km from 2017 to 2021. These demonstrate the huge
room for development in the pipe construction market.

The Chinese government adhered to the principle of “housing is for living
in, not for speculation” and stressed that the fundamentals of the real
estate market regulation remained unchanged. The Chinese government
continued with its regulation of the real estate industry to curb property
speculation. It adopted a series of measures to stabilise housing prices,
restrain rent increases, make the property sector deleverage, minimise
risks, restructure the industry and manage the market's expectations.
These regulatory policies have slowed the growth of investment in real
estate, which, in turn, resulted in a sluggish market for building materials
and interior decoration in the first half of 2018. However, on the back
of the further progress in the restructuring of the supply side and the
advances in the new mode of urbanisation, the second-hand homes which
have been completed for less than five years and the redecoration of
other types of homes in core cities will present a new opportunity for the
industry of building materials and interior decoration.

In terms of the development of overseas market, China and the countries
covered by its “Belt and Road Initiative” continued to cooperate in
infrastructure construction and establish more close trade relations on
one hand. The Chinese government also continued to increase its support
to various industries on the other hand, thus resulting overseas market
became as new business growth driver for Chinese companies. Many
countries and regions covered by the “Belt and Road Initiative” are still in
the early stages of urbanisation. This implies huge room for infrastructure
construction, hence massive demand for piping systems, building
materials, hard ware and electrical equipment.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

IR E & Mo AT o)

RESULTS AND PERFORMANCE

The plastic piping systems business is the mainstay operation of
China Lesso. During the period under review, the Group has actively
capitalised on the various infrastructure and public projects initiated by
the government, and continued to develop its plastic piping systems
business to maintain its steady growth. The Group also steadily developed
its building materials and environmental protection business. In the first
half of 2018, China Lesso’s revenue increased by 16.4% year on year
to RMB10,448 million (1H 2017: RMB8,977 million). On the back of the
Group’s economies of scale, expanded production capacity and effective
cost control, the gross profit rose by 10.6% year on year to RMB2,721
million (1H 2017: RMB2,461 million). Gross profit margin remained at a
healthy level of 26.0% (1H 2017: 27.4%).

The table below sets out the breakdown of revenue by business unit for
the six months ended 30 June 2018 and 2017:

RERR

BHEBRFER ERTEBMBHEEES -
EIEHAR AEEERIEERTSEEEZRLR
HIEE  RHEBEZHEBRREL %
BREFFBER AN AEETBSERE
MFIRIRER - 2018 F L F - PEB LA
REENMN16.4% 2 AREE104.4818 7T (20175
E¥FARBEL77TET) - AR AEEKNR
RAE S - MR EE BE IR FH AN Sk A 2 il
FEHIEFEN10.6% = AR 2721187 (2017
FLEEF: ARB2461E8T) MEMKES
PMEREKFE 2 26.0% (2017 5 FH4F 1 27.4%) o

TR E E20184F & 2017F6 A30H 1E7R
&l A W AIZ 2758 D W EFIs -

Revenue % of total revenue
WA U A %
2018 2018 2017
RMB million RMB million Change
ARBBERT AREBIHETL 25
Plastic piping systems BHEBRR 9,400 17.0% 90.0% 89.5%
Building Materials and Interior MR EE R
Decoration Products 559 0.2)% 5.3% 6.3%
Others? H# 489 29.0% 4.7% 42%
Total et 10,448 16.4% 100.0% 100.0%
# “Others” includes businesses of environmental engineering and other related # [Efb] BERETRELREMAEBRE  mR%

services, financial services and others.

For the six months ended 30 June 2018, the number of the Group's
independent and exclusive first-tier distributors nationwide increased
to 2,172 (1H 2017: 2,150). Southern China remained the Group’s major
revenue contributor, and revenue from Southern China and other regions
accounted for 54.6% and 45.4% respectively (1H 2017: 58.1% and 41.9%)
of the Group’s total revenue.

REMERESE -

HZE2018F6 A0 R IEAMEA AEER2H
EHHNBIBR - SFCHEEREEE21724
(20174 34 :216504%) - EEMIBEE R
AEEMNETEMYS  REEFHEREMHEE
I AME AN EE LA 5D B 5 54.6% % 45.4%
(20174F £ ¥4 1 58.1% K% 41.9%) ©
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

EIRE S Em M o T o)

RESULTS AND PERFORMANCE (continued)

The table below sets out the breakdown of revenue by region for the six
months ended 30 June 2018 and 2017:

¥EXRE @

TR EE20184F & 2017F6 A30H 1ER
& B U AR & B 5 By 15

Revenue % of total revenue
WA RN %

2018 2017 2018 2017

RMB million RMB million Change

Region’ Hl ARBEEBRT ARBEETL #g
Southern China = 5,709 5215 95% 54.6% 58.1%
Southwestern China [iile] 1,206 860 402% 11.5% 9.6%
Central China b 1213 906 40.5% 12.2% 10.1%
Eastern China ER 560 624 (10.2)% 5.4% 6.9%
Northern China ESd 686 584 17.6% 6.6% 6.5%
Northwestern China [liisld 395 299 31.9% 3.8% 3.3%
Northeastern China E§ld 1 179 23.6% 2.1% 2.0%
Qutside China F IR S 398 310 28.0% 3.8% 35%
Total et 10,448 8,977 16.4% 100.0% 100.0%

# Details of the scope of coverage of each region are set out in note 3B to condensed

consolidated financial statements.

Over the years, the Group reduced the pressure which stemmed from
rising raw materials and production costs by means of economies of scale,
production automation and by increasing the utilisation rate of production
facilities. Meanwhile, the Group actively enhanced operational efficiency,
optimised its product portfolio and expanded market coverage, which
contributed to the sustainable development and profitability of the Group.

The Group's EBITDA increased by 13.1% year on year to RMB1,852
million during the period under review (1H 2017: RMB1,638 million), and
the EBITDA ratio was 17.7% (1H 2017: 18.2%). Profit before tax increased
by 6.1% year on year to RMB1,299 million (1H 2017: RMB1,225 million).
Profit attributable to owners of the Company increased by 7.2% year on
year to RMB1,041 million (1H 2017: RMB971 million). Basic earnings per
share increased by 9.7% year on year to RMB0.34 (1H 2017: RMB0.31).
The effective tax rate stayed at 22.6% (1H 2017: 22.4%).
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

IR E & Mo AT o)

BUSINESS REVIEW
PLASTIC PIPING SYSTEMS

The plastic piping systems business is the mainstay operation of the
Group. The Chinese government continued to promote municipal projects
and infrastructure construction, and carried out many infrastructure
projects to propel healthy economic growth. This led to steady growth in
demand for plastic pipes and pipe fittings. During the period under review,
the Group actively capitalised on the various infrastructure and public
projects initiated by the government, and boosted sales volume of plastic
pipes and pipe fittings, thus attaining steady growth in the business.

The table below sets out the breakdown of revenue from plastic piping
systems business by product application for the six months ended 30 June
2018 and 2017:

£330
BREERG

PREBRAGETBEAKRENTEXE -7 E
BFHEESHTRIERERER SR
EEHBNRERERFERR HBEHEER
EHRBRENTRER - BEHAAR  ~&E
EREEBRNSRERMRAERE  BORS
PHEBREMNERHEE SREBREE
fRigx -

TREHEE2018F % 2017F6 A30H 1L~
ERABREBEEREBBRAIRERERE S W

ERCE

Revenue % of revenue
A A %

2018 2017 2018 2017

RMB million RMB million Change

ARBEERL ARBEER #g
Water supply ok 3,667 3,087 18.8% 39.0% 38.4%
Drainage HEK 3,608 3133 15.2% 38.4% 39.0%

Power supply and BHHEE KA

telecommunications 1,633 1,431 14.1% 17.8% 17.8%
Gas transmission IR R E 184 135 35.7% 1.9% 1.7%
QOthers? Hib? 308 252 22.6% 3.3% 3.1%
Total #st 9,400 8,038 17.0% 100.0% 100.0%

# “Others” includes agricultural applications, floor heating and fire services.

During the period under review, the revenue from the plastic piping
systems business increased by 17.0% year on year to RMB9,400 million
(TH 2017: RMB8,038 million), and accounted for 90.0% of the Group's
total revenue (1H 2017: 89.5%).

[HAs ] BEER - & RED -

REIBEER - BREERFEFRARFE
N17.0% = AR 94.0018 5T (2017 F L4 ¢
ARM80.3818 L)  (h K BB AKI0.0%
(2017F ¥4 : 89.5%) °
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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BUSINESS REVIEW (continued)
PLASTIC PIPING SYSTEMS (Continued)

The table below sets out the breakdown of revenue from plastic piping
systems by region for the six months ended 30 June 2018 and 2017:

E3-9E1)-E4E )
WREE RS ()

TREFHEH Z=2018F £ 2017F6 A308 1E<
& B8R EE R FW AR R E DS

Revenue % of revenue
WA WA %

2018 2017 2018 2017

RMB million RMB million Change

Region & ARBEERL ARBEET L)
Southern China =4 5142 4,630 11.1% 54.7% 57.6%
Other than Southern China AN R 4,066 3,272 24.3% 43.3% 40.7%
Outside China H B AN 192 136 41.0% 2.0% 1.7%
Total wmEr 9,400 8,038 17.0% 100.0% 100.0%

During the period under review, sales volume of the plastic piping systems
increased by 13.3% vyear on year. In terms of product materials, sales
volume of PVC products increased by 10.0% year on year to 772,412
tonnes (1H 2017: 702,115 tonnes), while that of non-PVC products
increased by 27.0% vyear on year to 213,006 tonnes (1H 2017: 167,766
tonnes). Revenue from sales of PVC products increased by 14.3% year on
year to RMB6,124 million (1H 2017: RMB5,357 million) while that of non-
PVC products increased by 22.2% year on year to RMB3,276 million (1H
2017: RMB2,681 million).

As the average cost of raw materials increased by 6.5% year on year in
the first half of 2018, the Group lifted the average selling price of its plastic
piping systems by 3.2% year on year to RMB9,539 per tonne (1H 2017:
RMB9,240 per tonne). The gross profit margin at this business reached
26.8% (1H 2017: 29.1%). The Group strived to maintain its gross profit
margin at a reasonable and stable level by effectively reducing the costs
of raw materials and production through economies of scale, massive
procurement from raw material suppliers and other measures.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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BUSINESS REVIEW (continued)
PLASTIC PIPING SYSTEMS (Continued)
The table below sets out the breakdown of average selling price, sales

volume, and revenue from plastic piping systems business by product
material for the six months ended 30 June 2018 and 2017:

¥ E B @)
MR EERLS (E)
TRESH E20184F %2017F6 A30H £~

BAZREEEREBRES DB SN T
08 B RIA DB

Average selling price Sales volume Revenue
THER #8 WA
018 01 018 0 018 017
RMB R\B Change Tonne Tomne Change RMB million AMB million Change
ARETR ARET 29 lﬁ I £5 \R¥EER AREEER 29
PVC products PLER 1929 1609 39% mum 102115 100% 6,124 5,357 14.3%
NnPCpodity  EPCER 15378 15980 3% 213006 167,76 0% 3% 2881 1%
Total @ 9539 9240 32% 985,418 869,881 133% 9,400 8038 170%
# “Non-PVC" plastic pipes and pipe fittings mainly refer to those made of PE or # [FEPVCIZ R EBREMHEEEPESPP-RE -
PP-R.
BUILDING MATERIALS AND INTERIOR DECORATION PRODUCTS EMREER

In the first half of 2018, the central government emphasised that the
fundamentals of real estate regulations would remain unchanged, and
specific regulations were implemented to restrain the increases in housing
prices, thus exerting downward pressure on the growth in the real estate
market. The growth rates of floor area sold and sales value of national
commercial housing continued to decline. During the period under review,
the Group's business of building materials and interior decoration products
continued to be under pressure due to external unfavourable factors.
The business generated income of RMB559 million (1H 2017: RMB560
million), accounting for 5.3% of the Group’s total revenue. However,
the continued progress of China’s new mode of urbanisation will enable
synergy between the Group's business of building materials and interior
decoration products and its other existing product lines. This can lead to
steady development again of the business of building materials and interior
decoration products.

2018 F ¥ F  FREBFAFFHERILER
T MBERESHEEFIZUIIERE ERRE -
FEHEMEIE 2EAEAEHETRE R
EEERBETE - LBEHAN  LHINETF
EETE AEBZEMREEMEBIFERE -
ZEBWR A ARES59EIT (2017 F LFF -
ARBESB0ETT) " MEAEEBKAKSI% -
SRT » 52 A H B 3T AU 4R SE (L A AR T AR
REBMNEMREEREBHEEAMBENE
MIREIBIGFEBE - EFHSZEBBEER -
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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BUSINESS REVIEW (continued)
ENVIRONMENTAL PROTECTION

To cope with the Chinese government’'s environmental protection
initiatives, the Group is actively expanding its environmental protection
business. During the period under review, the Group actively capitalised
on municipal projects in various fields, including those of municipal
sewerage system, river treatment, soil restoration, underground pipeline
utility tunnel, sponge city, installation of integrated water purifiers. All
these projects drove up the demand for plastic pipes and pipe fittings. This
will enable the Group's environmental business to achieve synergy with
its business of plastic piping systems in the long run. The Group aspires
to become a one-stop environmental protection service provider and to
enable people to live eco-friendly lives.

LESSO HOME

To capitalise on the “Belt and Road Initiative”, the Group promoted
a business line named “Lesso Home" with the mode of “One-Stop
Specialised Market for Home Furnishing Products” to the overseas
markets. Lesso Home aims to build a multinational platform for Chinese
home furnishings and building materials manufacturers to showcase their
products and facilitate the distribution and retailing of such products.
Lesso Home will also provide ancillary services, including marketing and
branding.

The Group has 12 site reserves in the United States, Canada, Australia,
Thailand and United Arab Emirates. All of the sites are located within
close proximity to major metropolitan areas. The Group aims to develop
these sites into the largest one-stop showroom markets specialised for
home furnishing products in its respective local market. Tenants will
independently operate their own showrooms, and sell their products
directly to local traders, retailers and consumers.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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BUSINESS REVIEW (continued)
CAPITAL EXPENDITURE

The Group's capital expenditure for the first half of 2018 was
approximately RMB564 million, which was primarily used for improvement
of automated facilities in production bases and expansion of the existing
production bases.

The Group continued to further its progress in automatic production and
smart production, and strived for fully mechanised production lines for
pipe products, so as to improve overall production capacity, quality and
efficiency. During the period under review, the Group's annual designed
capacity for the production of plastic pipes and pipe fittings increased to
2.53 million tonnes from 2.40 million tonnes in 2017, while the capacity
utilisation rate during the period reached 82.9%.

INVESTMENT IN ASSOCIATES

Given the increasing trend in using aluminium profiles as major
construction materials in the PRC, the Group acquired a 26.28% equity
interest in Xingfa Aluminium Holdings Limited (“Xingfa Aluminium™),
the issued shares of which is listed on the Stock Exchange in April 2018
at a consideration of HK$974 million. Xingfa Aluminium is one of the
leading aluminium profile manufacturers in China. The Group considers
the acquisition not only serves as a valuable investment with sustainable
returns, but also as a good strategic investment. With extensive experience
in the business of construction materials and industrial materials, Xingfa
Aluminium has established various kinds of sales channels and a diverse
customer base. The acquisition may create long-term commercial
synergies with the Group's businesses to broaden its sales channels and
expand its customer base, and enrich the Group's already comprehensive
portfolio of products and services. This can facilitate the Group's business
diversification and reinforce its market leadership. In the first half of 2018,
Xingfa Aluminium as the associate of China Lesso recorded a revenue of
RMB4,044 million, and profit attributable to the shareholders of Xingfa
Aluminium was RMB178 million.

E3-9E1)-E4E )
aEERBY

AEBE2018F LEFNEAHALR/OARE
564 T2ANBELEEEMNBE IR
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EREETFERZAERML LIRS ERE:
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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STRATEGIES FOR THE FUTURE

Looking ahead to the second half of 2018, the macro environment will
continue to be affected by uncertainties. The global economic outlook will
become increasingly uncertain, and businesses will face more challenges.
The Group remains cautious about the prospect of its business and will try
to make steady progress in the future. It will do so by actively capitalising
on the government policies which can favour the kind of businesses that
it is engaged in. The Group will implement the following measures to
achieve sustainable business development in the future.

CENTRALISE AUTOMATED AND INTELLIGENT PRODUCTION AND IMPROVE
PRODUCTION EFFICIENCY

The Group has been expanding its production capacity in line with
business development and actual needs to meet market demand. In the
future, the Group will actively develop intelligent factories and upgrade
facilities to enhance the efficiency of intelligent and computerised facilities,
and continue to press on with the full automation of production bases, and
further improve the mechanical equipment and their auxiliary facilities in
existing production bases so as to raise the level of automation, accelerate
production, expand production capacity and increase production efficiency.

FOCUS ON PRODUCT TECHNOLOGY RESEARCH AND DEVELOPMENT AND
IMPROVE PRODUCT QUALITY

China’s pipe and building materials industry is undergoing such profound
changes as restructuring and upgrading. Therefore, the Group will
vigorously enhance its competitiveness in research and development of
products and technologies, accelerate the transformation and upgrading
of its business, and develop market networks. The Group has a first-
rate team for research and development, and will continue to step up
innovation and increase its investment in research and development. It will
focus on the research and development of the technologies in the pipe and
building material industries, so as to maintain a technological leadership in
the industry and provide diverse, high-quality products.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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STRATEGIES FOR THE FUTURE (continued)

GRASP THE OPPORTUNITIES AND DEVELOP THE ENVIRONMENTAL PROTECTION
BUSINESS

The Chinese government will continue to implement a series of
environmental protection policies which present many opportunities for
the environmental protection industry. The Group will actively grasp such
opportunities by forming public-private partnerships, enhancing its own
technology, operation and quality, and fostering new growth drivers so as
to achieve synergy between its environmental protection business and
other businesses, and diversify its source of income.

ADOPT BLUE-OCEAN STRATEGY AND WIDEN THE PRODUCTS" SCOPE OF
APPLICATIONS

China’s steady progress in its plan for development has led to robust
demand for piping systems in the field of infrastructure construction. As
a market leader, the Group will strive to expand the scope of applications
of plastic pipes and pipe fittings to increase product sales, thereby
maintaining its market leadership. The Group will continue to steadily
develop the “Lesso Home" business in response to change in global
market conditions.

FINANCIAL POSITION

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

As at 30 June 2018, the Group had total debts (i.e. total borrowings) of
approximately RMB11,010 million, of which 52.4% was denominated in
US dollar, 23.4% was denominated in HK dollar, 17.7% was denominated
in Renminbi, 4.7% was denominated in Australian dollar and 1.8% was
denominated in Canadian dollar. The Group’s borrowings are subject to
effective interest rates ranging from 2.83% to 5.32% per annum with

maturity periods ranging from within one year to more than five years.

As at 30 June 2018, the Group's current assets and current liabilities were
approximately RMB14,759 million and RMB11,972 million respectively.
The Group's Current Ratio decreased to 1.23 from 1.50 as at 31 December
2017, while the Quick Ratio decreased to 0.91 from 1.10 as at 31
December 2017. The Group's total equity increased to approximately
RMB13,903 million. The Group's Gearing Ratio stood at a healthy level of
44.2%.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)
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FINANCIAL POSITION (continued)

With cash and bank deposits, including restricted cash, of approximately
RMB5,251 million as well as unutilised banking facilities, the Board
considers that the Group has sufficient working capital for its operation
and future development.

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

CHARGE ON ASSETS

As at 30 June 2018, certain of the Group's other financial assets with
an aggregate net carrying amount of approximately RMB34 million were
pledged to a bank to secure the banking facility granted, but this banking
facility has not been utilised. The secured bank loans are secured by the
concession rights of a subsidiary and personal guarantee provided by a
shareholder of that subsidiary.

SIGNIFICANT INVESTMENTS
FINANCIAL INVESTMENTS

As at 30 June 2018, the Group held long-term and short-term financial
investments of approximately RMB1,680 million (31 December 2017:
RMB1,582 million) and RMB300 million (31 December 2017: nil),
respectively. The investment portfolio comprised of 58.9% listed equity
securities (issued by PRC-based home improvement and furnishings
shopping malls operating company and PRC-based environmental
companies), 2.5% listed debt securities, 1.7% listed non-cumulative
redeemable preference shares, 0.4% listed perpetual capital securities,
21.3% unlisted securities, and 15.2% short-term bank principal protected
structured deposits. Each of these investments has a carrying amount
accounting to less than 5% of the Group's total assets as at 30 June 2018.

During the reporting period, the Group recognised a net unrealised mark-
to-market valuation loss of approximately RMB351 million due to volatile
global capital market and recognised approximately RMB17 million of
translation effects, which had no impact on the profit or loss and cash
flows of the Group. Income from the portfolio amounted to approximately
RMB2 million in the reporting period represented interest income.
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SIGNIFICANT INVESTMENTS (continued)
FINANCIAL INVESTMENTS (Continued)

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

INVESTMENT PROPERTIES

As at 30 June 2018, the Group's investment properties were
approximately RMB4,109 million. Increase in investment properties was
mainly attributable to the capitalisation of construction costs on certain
investment properties under development and netting off the translation
effects during the reporting period.

Among these investment properties, the malls in Toronto, Canada are
existing properties, the malls in Long Island, USA and in Auburn district of
Sydney, Australia are under refurbishment and the lands in Thailand and
China are under development. Other properties are under rezoning or at
the planning stage of development.

Save as disclosed above, the Group did not have any significant
investments as at 30 June 2018.

CONTINGENT LIABILITIES

As at 30 June 2018, the Group did not have any significant contingent
liabilities.

HUMAN RESOURCES

As at 30 June 2018, the Group employed a total of approximately 10,800
employees including directors. Total staff costs were RMB401 million
during the period. The Group ensures that the remuneration packages for
employees are determined based on their work performance, professional
experience and the prevailing industry practice. Discretionary year-end
bonus may be paid to employees based on individual performance. Other
benefits to employees include medical insurance, retirement scheme and
training programmes.
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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 2018. Such
condensed consolidated financial statements have not been audited but
have been reviewed by the independent auditor of the Company, Ernst &
Young, in accordance with Hong Kong Standard on Review Engagements
2410 "Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants.

CORPORATE GOVERNANCE PRACTICES

China Lesso is always committed to maintaining high standards of
corporate governance practices and business ethics of the Group. The
Board believes in good corporate governance practices and business ethics
which are essential for achieving sustainable development, establishing
investors' confidence in the Company and safeguarding and enhancing the
interests of the Shareholders.

In pursuit of good and high standards of corporate governance practices,
the Board reviews the corporate governance practices of the Company
from time to time so as to meet the expectations of the Shareholders
for continual improvement, comply with increasingly stringent regulatory
requirements and fulfill its commitment of pursuing excellent corporate
governance. In the opinion of the directors, the Company complied with
all the applicable code provisions of the Code during the period, except
that an independent non-executive director was unable to attend the
annual general meeting (“AGM") of the Company held on 25 May 2018 (as
provided for the Code A.6.7) due to other business engagements.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as the code governing
securities transactions by directors of the Company. Having made specific
enquiry to the directors, all of them confirmed that they have complied
with the required standards as set out in the Model Code throughout
the period. The Model Code is also applicable to other specific senior
management of the Company.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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DIRECTORS’ AND CHIEF EXECUTIVE'S EERTHAZARSG HEBER
INTERESTS AND SHORT POSITIONS IN SHARES, @ RERZEFNERZRAXE
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2018, the interests and short positions of the directors and A 2018F 6 5308 * A AR EE R{THAHP
the chief executive of the Company in the shares, underlying shares and ~ ZANA &) i EE (@] 4886 B (B35 M B S 15615
debentures of the Company or any of its associated corporations (within ~ XVEE A H E &) B - FHEE D K EREE &
the meaning of Part XV of SFO) as recorded in the register to be kept by A RIEFE H KB E GG FE 352 AR AR A
the Company pursuant to section 352 of the SFO or as otherwise notified  FEME LML - HIRBIEZESTR BB
to the Company and the Stock Exchange pursuant to the Model Code ~ AR MEZATHEREIABNT ¢

were as follows:

Number and capacity of shares of the Company interested®

EAREERAEARME
Percentage of
the issued share
Beneficial Interests of capital of the
Name owner spouse Other interests Total Company
F N
2RITREAN
®H BERERA (TR EE Hib gz ay Batt
Wong Luen Hei - 2,308,000 (L)@ 2,122,485,000 (L) e 2,124,793,000 (L) 68.49%
=HE
Zuo Xiaoping 2,308,000 (L)@ - 2,122,485,000 (L) ©'@ 2,124,793,000 (L) 68.49%
LR
Zuo Manlun 4,642,000 (L) - - 4,642,000 (L) 0.15%
L
Luo Jianfeng 1,927,000 (L) - - 1,927,000 (L) 0.06%
REE
Note: B EE -
(a) The letter “L" denotes the person’s long position in such securities. (a) FEILIEZALTRZEZSFNGTAE ©
(b) These shares of the Company are held by New Fortune, which was wholly-owned (b) ZEARNBRMNBENEEMTFTHE - ZRA A HAR
by Xi Xi Development and ultimately owned by UBS Trustees (B.V.l.) Limited, as HEE2EHWA - W H&HKHUBS Trustees (B.V.1)
trustee of a discretionary trust (the “Trust”), the settlor of which is Mr. Wong Luen Limited fEA— B2 (55T ([Z1a7T] - EEERE
Hei (“Mr. Wong"). The discretionary beneficiaries of the Trust included Mr. Wong ([EXE])BEBERFA)NEEAES - %
and his family members. Both Mr. Wong and Ms. Zuo Xiaoping are taken to be EAN2ECGEIEABEETLEREREKEKE -
interested in the said shares of the Company held by the Trust under the SFO. REBFBFLHEGD SEERTEFZLHR

RNZEFEMFAEN LA DRI P A -

(c) Ms. Zuo Xiaoping is directly holding 2,308,000 shares of the Company. Mr. Wong (c) FEEF L HE AN R F)H9 2,308,000 A% f% 19
is the spouse of Ms. Zuo Xiaoping, and therefore Mr. Wong is deemed to be BEEEABLESZLMEMG  FARIEES MK
interested in such shares of the Company in which Ms. Zuo Xiaoping is interested G ELEREAREEFT LT HENZSE
by virtue of the SFO. RNF A R s o

(d) These shares related to the same block of shares in the Company as set out in (d) ZERMELE XL TR — AR R KRGS
note (b) above. W o

Save as disclosed above, as at 30 June 2018, none of the directors or B E X E &SN - 12018F6 A30H * A
chief executive of the Company had any interests or short positions in &% %53 17 B 42 #4887 2N A &) 5 H (F {a] 48 Bk
any shares, underlying shares and debentures of the Company or any of  SEBEEM ARG - BEERG REEBPHEEET
its associated corporations that was required to be recorded pursuant to AR5 B 5 K HA S (015 362 I6BH N &2 M
section 352 of the SFO, or as otherwise notified to the Company and the  StIRIEIZ <P RIZE B AR A ) R ey s
Stock Exchange pursuant to the Model Code. KRB o
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INTERESTS AND SHORT POSITIONS OF OTHER
SHAREHOLDERS PURSUANT TO SFO

As at 30 June 2018, 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:

REZFRPERAEAR R
BalXE

201846 A30H « AR AR 48 ik 1
FHREREFS M EKROIEIB6KRETFE
B MARENESESARNAL (RRRE
HERITHRBERIN T

Number of issued Percentage of the issued
Name of Shareholders Capacity ordinary shares held @  share capital of the Company
BENS#&T EERARBRIT
BREE &5 EEBEREE @ BRANE D
UBS Trustees (B.V.l.) Limited Trustee 2,122,485,000 (L) © 68.41%
UBS Trustees (B.V.l.) Limited BEFEA
Xi Xi Development Interests of controlled corporation 2,122,485,000 (L) ® 68.41%
EEE XEEEER
New Fortune Beneficial owner 2,122,485,000 (L) © 68.41%
MEE EREAA
Note: BT -
(a) The letter “L" denotes the person’s long position in such securities. (a) FEILIEZALRZEBFNTE ©
(b) These shares relate to the same block of shares in the Company as those set out in (b) ZEBRMBEELEXES RITHRAH NS - 18

note (b) in 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 2018, the directors of the Company
were not aware of any person or corporation (other than the directors and
chief executive of the Company) who had any interests or short positions
in any shares or underlying shares of the Company as recorded in the
register required to be kept under section 336 of the SFO.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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SHARE OPTION SCHEME

A share option scheme (the “Share Option Scheme”) was conditionally
approved by resolutions of the Shareholders on 14 May 2010 (the
"Adoption Date") for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the Group's
operations and the summary of terms of such Share Option Scheme are
disclosed in the Company's prospectus dated 9 June 2010. No share
options have been granted under the Share Option Scheme since its
adoption.

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

The total number of Shares which may be issued upon exercise of all
options to be granted under the Share Option Scheme and any other
schemes of the Group shall not in aggregate exceed 300,000,000 Shares,
representing 9.67% of the issued Shares as at 30 June 2018. The
maximum number of Shares issued and to be issued upon the exercise
of the options granted to any on Eligible Persons (including exercised
and outstanding options) in any 12-month period share not exceed 1%
of the issued share capital of the Company from time to time. There is
no minimum period for which an option must be held before it can be
exercised. The subscription price in respect of the any particular option
shall be price as the Board may in its discretion determine at the time of
grant of the relevant option but the subscription price shall not be less
than whichever is the highest of: (a) the nominal value of a Share; (b) the
closing price of a Share as stated in the Stock Exchange's daily quotations
sheet on the offer date; and (c) the average closing price of a Share as
stated in the Stock Exchange's daily quotations sheet for the five business
days immediately preceding the offer date.

fBRRERTE

R 2010F5 A14 8 (R B H]) R B 15
friE—EERER S ((ERERE)) B
HE LB AREEKRNEEEHERNEGE
BeEE MzERBREASNETIBEERAR
ANEBHAE2010F6 AOBMBRERANFE -
NN A AR SRR AE AT 8 LA SR B IR MR 3% 5T &
BB E -

BRETENAEBZEA(ARERALDE
@ AEBERKEARNEMPTES &
BoREETR BE EBRBURCMNE
fES ERNEZRIFRBEE HEHREA
SEEMKELAZBIERFRIIENES
O REBETAXERRNEZTRRIESE (B
REIFNTES) O XEEEMNKE QR
EEHKRAERR  AKREEAKEARNE
mH R HER @ AKEERNKBERTNE
FER- ZBHEEBH BFFRLRH K
BE REIRER: ORAEEEMKE AR
RERET AR REREMIRHEMHR
B BEFLHMRBEOALHER : Ko £
il (a) Z (o) BRFTALE A LBV A o

R IE AR AR ST 8 R AN BT ] H b 51 8197 A9
FEBREETEMI FETHNRMDEBE &
H 7158 H 300,000,000 f% B {5 © 157220184 6
A30BHBETRMNIN.67% - FEEM+ AR -
TERTEANEGERALTZBRIE(REEBTE
N ARITEMBRE) BREBETRETFHITZH
SROEE  THBHARRTRFDBITRA
Z 1% o BIEREBRERAIITE A AT AR
MHR AW EERENREBEEEHESS
EROEEERESNBSET  HRBETS
BERUTEEN&SE - (@RHEE: b &K
REYHABREBLZ T ARERROWRTE
R BEZHAHAMEEBROREA
BRBRERARHFHIRTE -
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SHARE OPTION SCHEME (continued)

The Share Option Scheme shall be valid and effective for a period of 10
years commencing on the Adoption Date. An offer of the grant of a share
option shall remain open for acceptance by the Eligible Person concerned
for a period of 28 days from the date of the Board approving the grant
of the share options (the “Offer Date”) provided that no such grant of
an option may be accepted after the expiry of the effective period of the
Share Option Scheme. An option shall be deemed to have been granted
and accepted by the Eligible Person and to have taken effect when the
duplicate offer letter comprising acceptance of the offer of the Option duly
signed by the grantee together with a remittance in favour of the Company
of HK$1 by way of consideration for the grant thereof is received by the
Company on or before the date upon which an offer of an option must be
accepted by the relevant Eligible Person, being a date not later than 28
days after the Offer Date. Such remittance shall in no circumstances be
refundable.

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. New Fortune (the
"“Controlling Shareholder”, being a company holding approximately 68.41%
of the issued share capital of the Company, and is ultimately held by the
trust the founder of which is Mr. Wong Luen Hei, and the beneficiaries of
which include Mr. Wong Luen Hei and his family) has entered into a deed
of non-competition in favour of the Group with Mr. Wong Luen Hei dated
14 May 2010 (the “Deed of Non-Competition”).

The directors are of the view that the Group’s measures adopted by the
Company in respect of the enforceability of the Deed of Non-Competition
are adequate to safeguard the effectiveness of the non-competition
undertakings. The independent non-executive directors have reviewed the
compliance of the Deed of Non-Competition. Based on the confirmation
from the Controlling Shareholder, the independent non-executive directors
are of the view that the Deed of Non-Competition has been complied with
and has been effectively enforced.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (continued)
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DISCLOSURE PURSUANT TO RULES 13.18 AND
13.21 OF THE LISTING RULES

(A)

On 11 August 2016, the Company as guarantor and its wholly-
owned subsidiary as borrower entered into a facility agreement (the
"Facility Agreement ") in relation to syndicated term loan facilities in
the amount of US$600 million at an interest rate of LIBOR plus 1.85%
per annum with syndicate lenders which were independent financial
institutions. The loan made thereunder is repayable 42 months after
the same has been made.

Pursuant to the Facility Agreement |, Mr. Wong Luen Hei and his
family (collectively, the “Wong Family"”) shall collectively maintain,
directly or indirectly, at least 51% of beneficial shareholding interest
in the issued share capital of the Company, carrying at least 51% of
the voting rights, free from any security. Otherwise, a failure to do
so will be deemed an event of default under the Facility Agreement |.

On 15 August 2017, the Company as guarantor (the “Guarantor”)
and its wholly-owned subsidiary as borrower (the “Borrower”)
entered into a facility agreement (the "“Facility Agreement [l") in
relation to syndicated term loan facilities in the amount of HK$800
million at an interest rate of HIBOR plus 1.565% per annum with
syndicate lenders (the “Facility”). The loan made thereunder is
repayable 36 months after the same has been made.

On 22 September 2017, the Guarantor and the Borrower entered
into a syndication and amendment agreement in relation to the
Facility Agreement Il (the “Amendment Agreement”). Pursuant
to the Amendment Agreement, the number of syndicate lenders
have increased and the total commitment under the Facility has
increased to HK$1,350 million. Save for the aforesaid amendment
and supplement, all other major terms of the Facility Agreement Il
remain in full force and effect.

Pursuant to the Facility Agreement |l (as amended by the
Amendment Agreement), the Wong Family shall collectively
maintain, directly or indirectly, at least 51% of beneficial shareholding
interest in the issued share capital of the Company, carrying at
least 51% of the voting rights, free from any security. Otherwise, a
failure to do so will be deemed an event of default under the Facility
Agreement II.

BELETHEBIZE13.181& % % 13.21
HRIELNEE

(A)
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CHANGE IN COMPOSITION OF BOARD AND
BOARD COMMITTEES

(A)

Mr. Lin Dewei, a non-executive director of the Company, has been
re-designated as an executive director of the Company and resigned
as member of the Company's audit committee with effect from 11
July 2018.

Mr. Fung Pui Cheung has resigned as an independent non-executive
director of the Company (as well as chairman and member of each
of the Company’s audit committee and remuneration committee,
and a member of the Company’s nomination committee) with effect
from 11 July 2018.

Mr. Cheng Dickson has been appointed as an independent non-
executive director of the Company and a member of the Company's
audit committee with effect from 11 July 2018.

Dr. Tao Zhigang, an independent non-executive director of the
Company has been appointed as chairman and member of each of
the Company's audit committee and remuneration committee, and a
member of the Company’s nomination committee with effect from
11 July 2018.

EVENTS AFTER THE REPORTING PERIOD

On 28 August 2018, a share award scheme has been approved by the
Board. Further details of the share award scheme has been set out in the

related announcement of the Company dated 28 August 2018.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

For the six months ended 30 June 2018, the Company or any of its
subsidiaries did not purchase, sell or redeem any of the Company's listed

securities.
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INTERIM DIVIDEND

The Board has declared an interim dividend for the six months ended
30 June 2018 of HK10 cents per share (the “Interim Dividend”) to the
Shareholders and is expected to be distributed to those entitled on Friday,
28 September 2018. A final dividend of HK18 cents per share was paid
on Wednesday, 13 June 2018 in respect of the year ended 31 December
2017 to shareholders during the reporting period.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Friday, 14
September 2018 to Tuesday, 18 September 2018, both dates inclusive.
During this period, no transfer of shares of the Company will be registered.
In order to be eligible to receive the Interim Dividend, unregistered
holders of shares of the Company should ensure that all transfer forms
accompanied by the relevant share certificates must be lodged with the
Company's branch share registrar, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong, for registration no later than
4:30 p.m. on Thursday, 13 September 2018.

hHEIRE
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
EHGESMBBRRNFARE

|
EY=x

To the board of directors of China Lesso Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the accompanying condensed consolidated financial
statements of China Lesso Group Holdings Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages 28 to 75, which
comprise the condensed consolidated statement of financial position as at
30 June 2018, and the related condensed consolidated statement of profit
or loss and other comprehensive income, the condensed consolidated
statement of changes in equity and the condensed consolidated statement
of cash flows for the six months then ended and explanatory notes. The
Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited require the preparation of a report on financial information
to be in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 “Interim Financial Reporting” (“HKAS 34") issued
by the Hong Kong Institute of Certified Public Accountants (the “HKICPA").

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.

26 China Lesso Group Holdings Limited A BRI %8 &= @35 iR A BR A 7)
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

B4R B SRR ER RS

(%)

SCOPE OF REVIEW

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

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

28 August 2018
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CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FHGeREEREMEERER

Six months ended 30 June 2018 | %= 20184 6 A 30 H 1L/~ & A

Six months ended 30 June

HZE6ANALAMEA
2018 2017
Note RMB'000 RMB'000
(3= AR TR ARETT
(Unaudited) (Unaudited)
(REER) (REEER)
REVENUE WA 3A 10,448,302 8,977,047
Cost of sales SHE RN (7,727,083) (6,515,743)
Gross profit EH 2,721,219 2,461,304
Other revenue, income and gains HpA - e kA= 4 118,828 82,504
Selling and distribution expenses HEERDHEAY (511,197) (459,483)
Administrative expenses THAX (473,807 (442,264)
Other expenses Hippx (404,811) (318,683)
Finance costs & AR 5 (179,961) (98,957)
Share of results of associates DIEHENFER 28,721 -
Share of results of joint ventures DEEECEER 167 253
PROFIT BEFORE TAX BREBL AR R 6 1,299,159 1,224,674
Income tax expense FERMAX 7 (294,051) (274,001)
PROFIT FOR THE PERIOD BraF 1,005,108 950,673
OTHER COMPREHENSIVE INCOME/(EXPENSE) Hiv2HEKE (%)
Items that may be reclassified subsequently to profitor loss; E & AJaE EF iR B =18 /IER ¢
Available-for-sale investments: AHEHERE
Changes in fair value RAEEEZE - (158,107)
Reclassification adjustment for gains on disposal HERSMNEENFEAR - (1,143)
Changes in fair value of debt instruments at fair value BARBEFALMEEKZER
through other comprehensive income BRELANRABEEZ S (4,501) -
Share of other comprehensive income of an associate, DiE—HEBEARMEMEE
net of tax Wi (BiE%5) 601 -
Exchange differences on translation of foreign operations T EIMNERRELHE R =58 (98,016) 141,335
(101,916) (17,915)
Items that will not to be reclassified to profit or loss: HE T eEBEREENER
Changes in fair value of equity instruments at fair value BAAEEFALMBEZERER
through other comprehensive income BRATAMNRAEEZS (346,766) -
OTHER COMPREHENSIVE EXPENSE FORTHE PERIOD My EttZ2EBE X (448,682) (17,915)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD HRE2EREEE 556,426 932,758
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (continued)

BRGEBREEMNEMEEERER @
Six months ended 30 June 2018 | #Z 201846 A 30 H 1L /<& A

Six months ended 30 June

BZ6A30HLAEA
2018 2017
Note RMB'000 RMB'000
(3= AR TR ARETFT
(Unaudited) (Unaudited)
(REER) (REEER)
Profit for the period attributable to: VAR BEME B A& F)
Owners of the Company E/NEIE 2SN 1,041,194 971,042
Non-controlling interests FEE bR (36,086) (20,369)
1,005,108 950,673
Total comprehensive income for the period attributable to: ~ JA N FEEEIA 2 Mzt 40 58 -
Owners of the Company RABHE A 594,605 950,248
Non-controlling interests FEfE bl (38179) (17,490)
556,426 932,758
EARNINGS PER SHARE ATTRIBUTABLE TO OWNERS  ARA R #EH AL
OF THE COMPANY BREF
Basic and diluted EXAREE 9 RMB0.34 RMBO0.31

ARH¥034T ARBL3I T
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As at 30 June 2018 | 7201846 A 30 H

CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

30 June 31 December
68308 12A31H
2018 2017
Note RMB’000 RMB'000
B E AR¥TR AREFT
(Unaudited) (Audited)
(REBER) (&%)
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ER S 10 7171787 7,156,134
Prepaid land lease payments B L AER 10 1,249,751 1,266,216
Investment properties REME 11 4,108,927 4,038,900
Deposits paid for the purchase of land, property, BELTH WX BER
plant and equipment REMEZ RS 1,778,226 1,024,497
Goodwill [EES 85,309 85,309
Other intangible assets HEpEREE 171,320 172,332
Interests in associates REE DRI R 12 899,440 41324
Interests in joint ventures NEERENER 9,187 9,024
Available-for-sale investments AHHERE 13A = 1,582,208
Other financial assets Hih o &g E 138 1,679,581 -
Loan receivables FE IR 14 208,182 228,710
Other non-current assets HindEmBEE 706 150,591
Contract assets BHEE 168 70,813 -
Deferred tax assets BEEFRBEE 76,522 69,908
Total non-current assets FEMBEERE 17,509,757 15,825,153
CURRENT ASSETS RBEE
Inventories rE 15 3,816,215 3,221,742
Amounts due from customers for contract work EWEFPHALITIZEZIE 16A = 269,239
Contract assets BHEE 168 570,868 -
Other financial assets Hih o piEE 138 300,000 -
Loan receivables JE U FEFR 14 475,890 561,206
Trade and bills receivables B S RWHIEREE 17 2,230,763 2,024,608
Prepayments, deposits and other receivables BRR - e REMERFIE 18 2,113,888 1,613,307
Cash and bank deposits Be RBITER 19 5,250,975 4,452,370
Total current assets TEAERT 14,758,599 12,148,472
CURRENT LIABILITIES REBEE
Amounts due to customers for contract work ENEPHALHTIIZZIE 16A = 101,555
Contract liabilities BHBE 168 1,420,524 -
Trade and bills payables EC) R ES 20 4,515,668 3,021,085
Other payables and accruals Hip AR ERTE A 21 550,250 1,892,922
Tax payable JE 718 154,744 180,973
Borrowings N 22 5,331,026 2,877,256
Total current liabilities mE B R 11,972,212 8,073,791
NET CURRENT ASSETS RBEETFE 2,786,387 4,074,681
TOTAL ASSETS LESS CURRENT LIABILITIES EEAERREBAE 20,296,144 19,899,834
NON-CURRENT LIABILITIES FRBES
Borrowings EE 2 5,678,951 5,442,119
Other long-term payables HihREIE R 50E 39,749 92,572
Deferred tax liabilities ERERIBAE 494,880 444,640
Deferred income EIEW = 179,753 137,012
Total non-current liabilities FnBEEeE 6,393,333 6,116,343
Net assets BEEFE 13,902,811 13,783,491

30

China Lesso Group Holdings Limited A BRI %8 &= @35 iR A BR A 7)



CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

AR 4R & AR R &K (@)

As at 30 June 2018 | 72201846 H30H

30 June 31 December
6A308 ANA
2018 2017
Note RMB’000 RMB'000
i AR¥FR ARBFT
(Unaudited) (Audited)
(REBER) (&%)

EQUITY Ei
Share capital PR 23 135,344 135,344
Reserves fEH 13,492,543 13,354,571
Equity attributable to owners of the Company RAREAR NEERER 13,627,887 13,489,915
Non-controlling interests TSRS 274,924 293576
Total equity ERAH 13,902,811 13,783,491

Wong Luen Hei
EBE
Director

EE

Luo Jianfeng
ERIE

Director

BF
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

FHGREEREE R

Six months ended 30 June 2018 | &= 201846 A 30 A 1L/~ & A

Attributable to owners of the Company
ROTEEARE
Fairvalue  Exchange Non-
Share Share  Statutory Capital Merger  revaluation  fluctuation  Retained controlling Total
capital  premium  reserve®  reserve® Teserve Teserve Teserve profits Total interests equity
MEE Ex
Ra RBEE iEREY EAREY  GHRE  ERRE RERE  RERW B¢ FEYEE BREE
AMBO00  RMBOOD  RMBOO0  RMBOD0  RMBOO0  AMBOO0  AMBTOOD  RMBO0  RMBOOD  RMBO0  RMBUON0
AE®TL ARBTR ARETR ARMTR ARETn ARETr ARBTRL ARETR ARETR ARETR ARET:R
At January 2018 RNBEIEIA 135,34 1,905,618 1,678,064 8534 5515 205103 4802 9506335 13489915 23516 13783491
Profit fr theperiod Byl - - - - - - -0 10MAM (508 1005108
(thr comprefensive expense BRAHEE
forthe period Fix - - - - - [BE) 2 - (w65 (2099) (a6
Tota comprehensiv ncome BR2Ela
for the period ag - - - - - (361.267) (95322) 1041194 594,605 (38179) 556,426
Captal contibution from R
nanartrolng interests il - - - - - - - - - 138 1348
Disposal of subsidaries HENBAF - - - - - - - - - 6019 6019
Dividends recognisedasdistibutions 0~ #6372 A& A ARED
owners te ) RE(hite) - - - - - - - (meE3  (dG66n) - (e
Aopropriaton tostatutory reserve BBy - - 4] - - - - (831) - - -
At30 June 2018 RBEGANA
(Unaudied] (R&21%) 1534 1008618 1678495 85 SEIF (USSR (G0SNF  00046F LGS IMSM 13902801
# These reserve accounts comprise the reserves of RMB13,492,543,000 in the # ZERERENN 201846 A30H B E TS

condensed consolidated statement of financial position as at 30 June 2018.

o ZR R R AR B8 13,492,643,000 7T ©

gY
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)
RS AEREBE )
Six months ended 30 June 2018 | #Z 201846 A 30 H 1L /<& A

Attrbutable to owners o the Company

ALEHEAER
Fairvalue ~ Bxchange Non-
Share Share Statutory Capial Merger — revaluation ~~ fluctuation Retained controling Total
capital premium Tesene? resene? Tesene Tesene Tesene profts Total nterests equity

RREE Ex
BE RbEE iEEY AAREY  oFEE  EGERE  RIRR KRR Bt FEIRE  BEEE
RUBOD  RVBOD  RWBOID  RVBON  RWBOID  RVBOD  AVBID  RMBOD  RVBOD  RWBOI RO
ARBTTL ARRTR ARETR ARRTR ARETT ARETRL ARMTR ARBTRL ARMTR ARETL ARETR

At 1 January 2017 RIOEIAIE B3 168 1398 5250 5515 K 1 N 1 O 1 I - K/
Profit fr the period Byl - - - - - - - W mw %9 %067
(thr comprefensive expense BRAHEE

forthe period e - - - - - () 134 - (o 2079 (17915
Tota compeensive ncome BR2ENE

forthe peiod ek - - - - N 1 VAR (a0 %
Aoquiston of ron-contling merest B3I BIIERS - - - 391 - - - - 3313 (6013 270
Capital contrbutons from FiEHES

non-controling nterests il - - - - - - - - - B3R 8%
Dividends recognised asdisibutions 0~ #6372 AR A AN

ones note 6 R (Frite) - - - - - - - s ) -
Aopropriaton to statutory reserve BBy - - 23 - - - - (2439 - - -
At30.June 2017 RITEGANA

(Unauited) (%E87) 153 196618 139008 83563 BES (B0 (069 eI MM 3K 1208373

Note: e

(a) In accordance with the Company Law of PRC, each of the Company’s subsidiaries (a) REFBEARE  AARKRPEFMOSHEHEL

registered in PRC is required to appropriate 10% of the annual statutory profit AIABBBREFRARS T RAUNEETNFEEETE
after tax (after offsetting any prior years' losses) determined in accordance with BRBEREN (EHREMRBTFEEEEL)M10%
generally accepted accounting principles in PRC to the statutory reserve until the EETRHE EERBoESENEZMEARN
balance of the reserve fund reaches 50% of its registered capital. The statutory 50% ALk A ERH A ARIEHEBTFERBEL
reserve can be utilised to offset prior years’ losses or to increase capital, provided BE METRENRTERIEIRTMER
that the remaining balance of the statutory reserve is not less than 25% of the #)25% °

registered capital.
(b) Capital reserve mainly represented the difference between the consideration and (b) BAREXIEZREABRREIFEHERORERE

the book value of the share of the net assets acquired in respect of the acquisition BB FEEREE MHZEHE -
of non-controlling interests.
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BHGERERER

Six months ended 30 June 2018 | &= 201846 A 30 A 1L/~ & A

CONDENSED CONSOLIDATED STATEMENT OF
CASH FLOWS

Six months ended 30 June

BZ6H30HILAEA
2018 2017
Note RMB’000 RMB’000
i AR TR ARBFT
(Unaudited) (Unaudited)
(REER) (REEER)
OPERATING ACTIVITIES ReEED
Profit before tax: BRELATR R - 1,299,159 1,224,674
Adjustments for: BUATHBEEL AR
Interest income F B W 4 (50,301) (42,527)
Government grants released B ANBRITE (1,896) (7,609)
Gain on disposal of available-for-sale investments HEHEEREMENR 4 - (1,070)
Gain on disposal of held-to-maturity investments HEREEIHREMEHE 4 - (3,378)
Gain on disposal of subsidiaries HEWB QARG 4 (36,507) -
Interest expenses MERAX 5 179,961 98,957
Write-back of inventories to net realisable value, net BEFEZNERFEFE 6 - (1,997)
Depreciation and amortisation e RE#H 6 373,311 314,368
Loss on disposal of items of property, plant and HEWE BELEEEEN
equipment B8 6 4,090 7,588
Impairment of property, plant and equipment M - BE MEERE 6 2,115 3,848
Loss on fair value changes of derivative financial TESRMTIAAREER
instruments EEE 6 = 4,988
Impairment of trade receivables, net B 5 WS IERE T8 6 4,287 -
Share of results of associates DMEBE AR EE (28,721) -
Share of results of joint ventures DA EDEEE (167) (253)
1,765,931 1,597,589
Increase in other non-current assets HibIEmen &=L (372) (21,569)
Increase in inventorigs FEEn (600,614) (310,044)
Increase in amounts due from customers for contract work ~ JEU R B &)4 4] T2 RUEE AN = (161,823)
Increase in contract assets BHEELMN (320,185) -
Decrease/(increase) in loan receivables FEUE FUR D, (5 hn) 105,344 (35,173)
(Increase)/decrease in trade and bills B SRR ERE
receivables (gm),/m (219,581) 45,531
(Increase)/decrease in prepayments, deposits and B Re REMEK
other receivables FIBEM),mD (676,688) 15,009
Increase in amounts due to customers for contract work [ERE PR & TIRFIEL M - 121,460
Increase in contract liabilities BRI BEEM 198,800 -
Increase/|decrease) in trade and bills payables E S EMNFEBRERE M (RD) 1,533,289 (229,091)
Increase/|decrease) in other payables and EEMZEREBREN
accruals CRA) 30813 (79,705)
Increase in other long-term payables H b £ B FE A SRIEIE N 3171 1,800
Increase in deferred income BTz LN 44,631 33,035
Cash generated from operations KeEENE: 1,865,051 977,019
Bank interest received BUERITHE 48,261 36,840
Corporate income tax paid B ERER (276,848) (176,421)
Net cash flows from operating activities RETBMEHREREFHE 1,636,464 837,438
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

Pavan =1 =~ = =
BHLAERERER @
Six months ended 30 June 2018 | B Z 20184 6 A 30 A 1L 7<1& A

Six months ended 30 June

BZ6H30HILAEA
2018 2017
Note RMB’000 RMB’000
i AR TR ARBFT
(Unaudited) (Unaudited)
(REER) (RIEERZ)
INVESTING ACTIVITIES REED
Purchases of items of property, plant and equipment BEWE BELXEER (1,038,129) (716,546)
Proceeds from disposal of items of property, RELENE  BERSEEERN
plant and equipment FT1S 3R 44,240 14,547
Additions to prepaid land lease payments B TSN (70,525) (2,379)
Additions to investment properties BEYEIL N (324,208) (1,104,872)
Additions to other intangible assets Hth & E SN (4.198) (2,381)
Additions to associates Bk A RIIE AN (786,885) -
Purchases of available-for-sale investments BEUHLERE - (873,877)
Proceeds from disposal of available-for-sale investments HEHLEREMSEHE - 30,800
Purchases of held-to-maturity investments REFHZIEMIRE - (6,931)
Proceeds from disposal of held-to-maturity investments HEREEEBREMSEHRE - 35,207
Purchases of other financial assets REHMERMEE (731,355) -
Proceeds from early redemption of convertible notes REELE MR ERAERIA 141,305 -
Interest received from other financial assets BEWEMEREERNFE 4,044 -
Interest received from available-for-sale investments BRATEHEERERNFE - 3358
Interest received from held-to-maturity investments BEUHEAEEIHRENT S - 3,357
Contingent consideration paid for the acquisition of BT U B2 R A sk A
subsidiaries KRE (56,000) (32,000)
Increase in restricted cash IR I3RS 1 (286,729) (10,450)
Net cash flows used in investing activities REZYMARSREFE (3,108,440) (2,662,167)
FINANCING ACTIVITIES MEEH
New bank borrowings raised I RITIER 4,232,704 6,314,939
Repayment of bank and other loans BEBITREMER (1,623,128) (3,551,476)
Capital contributions from non-controlling interests FEHEELE 13,448 28,931
Acquisition of non-controlling interests B FE T il 2 - (2,700)
Interest paid BAFIE (171,545) (87,014)
Dividends paid BRERE (456,633) (411,288)
Net cash flows from in financing activities METBAMEREREFHE 1,994,846 2,291,392
NET INCREASE IN CASH AND CASH EQUIVALENTS HeRBSEEYEMER 522,870 466,663
Cash and cash equivalents at beginning of the period HOWRe RALEED 3,677,759 3,070,458
Effect of foreign exchange rate changes, net INEER B BH T ETE (10,994) (5,356)
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD iR R & R R & ZEY 4,189,635 3,531,765
ANALYSIS OF BALANCES OF CASH AND BeRBSEEBYNELR
CASH EQUIVALENTS i
Time deposits with original maturity of three months or THER(FREHRA=1EA%
less when acquired LATF) 19 134,776 27,608
Cash and bank balances B KRS 19 4,054,859 3,504,157
4,189,635 3,531,765
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NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

AR S MR

36

2.1

CORPORATE AND GROUP INFORMATION

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

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

These condensed consolidated financial statements were approved
and authorised for issue by the Board on 28 August 2018.

BASIS OF PREPARATION

These condensed consolidated financial statements of the Group
for the six months ended 30 June 2018 have been prepared in
accordance with the applicable disclosure requirements of Appendix
16 to the Listing Rules and Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants. They have been prepared under
the historical cost convention, except for investment properties
and other financial assets which have been measured at fair value.
These condensed consolidated financial statements are presented in
Renminbi and all values are rounded to the nearest thousand except
when otherwise indicated.

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 2017, except
for the adoption of new and revised Hong Kong Financial Reporting
Standards (“HKFRSs") (which also include Hong Kong Accounting
Standards (“HKASs") and Interpretations) as disclosed in note 2.2
below.

These condensed consolidated financial statements do not include
all information and disclosures required in the Group's annual
consolidated financial statements, and should be read in conjunction
with the Group's annual consolidated financial statements for the
year ended 31 December 2017.

China Lesso Group Holdings Limited A BRI %8 &= @35 iR A BR A 7)

1.

2.1

AAREEER

AR B/ —HRHAEFSEMRINER
DA HEMPEE R EEE MR
AP HisE [ RRERED -

AEETBUEEEREEEMREER
RUEEERLZETE  RETEREMA
BIRT R RB MY EHEE M HEMIARE
AR5 -

W EBREE B HREN201848 A28
AEZ=e & RIRETE-

mREX

AREEEZE2018F 6 A30H 1L/~ A &Y
G BA 4R & BT 75 3R 3R TO AR & £ 48 AU BT 8%
1 ER B ERERESGTAI AR
BB B G 2RI E 34 5% [ HAB 15 3R
HIRE - A BHMTRERE LR AERE
HIRAABEAENRENEREMSF
BERIN - REERLZAETBREIAAR
W2 BREEBEERAIN TEEBEHEARE
EnELNTTE -

AEASEVBRRNIREAEEHE
2017F 12 AT BILFEMFEL A FI5
HREMEAERNETECR kiR EER
g MM T XM T 22MEE  CHEBH
R RS ET B A RS ER ([ B A
WEREA]  MBREEALHEL((ES

FETER ) MR BRI o

AEBEAVBRERT TBERERALE
EBFEREMBRESEIN—NER RIE
BEIE EEASEBE2017F12A31
ALFENFELEEMBHRE —H6E -



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

R AR & B 75 R BT o o)

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

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

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customers

HK(IFRIC) Interpretation 22 Foreign Currency Transactions and

Advance Consideration

Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts

Amendments to HKAS 40 Transfers of Investment Property

Annual improvements Amendments to HKFRS 1 and HKAS 28

2014-2016 Cycle

Other than as further explained below, the application of these new
and revised standards in the current period has had no material
impact on the Group’s financial performance and positions for the
current and prior periods and/or on the disclosures set out in these
condensed consolidated financial statements.

HKFRS 15

HKFRS 15 supersedes HKAS 11 Construction Contracts, HKAS 18
Revenue and related interpretations and it applies to all revenue
arising from contracts with customers, unless those contracts are
in the scope of other standards. The new standard establishes a
five-step model to account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at an amount
that reflects the consideration to which an entity expects to be
entitled in exchange for transferring goods or services to a customer.

The standard requires entities to exercise judgement, taking into
consideration all relevant facts and circumstances when applying each
step of the model to contracts with their customers. The standard
also specifies the accounting for the incremental costs of obtaining a
contract and the costs directly related to fulfilling a contract.

2 B BRRRESHED

AEBRAHENEREEMBERRAE
IRIER TFIHTR] AR IERT R

EEMBREEN £RIA

F95
BAVBREEN REARPAHNHEA
£ 155
BE(BERBBHRE IEXFRBEHRE
REZEE)
BEFE2%
ERPBREEN URNHAEENTH
EVEACHIEN REMAERE
BAUBREERN  BHERBRELEL
FARBRTA FOREMTAN
BARYBREER
FARRBREYD
—HER

BREEERFI0R BRERRENE
IR

FENE2014FE BHERBRELEL
2016 FE F1HRE AL
F285FIEFI A

BT CE— MBS RAMEERZE
Fa] MR E AT R RIS AN SR B B HA BB 14 1
B B R IR Rt e, ok 851 7 A S A
FAMBERRZBBLBEEMNEATE -

BEMBREERE5R

ERAMBHREENF RN BEES
HEUFNRELAL BAEGERSE
18U ARHRARE BEEANKA
BEPAHNMABRA  EZFANOBNE
ARG ERIERIN - FTEANET — @R F
BELNLERRE TP AHNKA - RiZ
FRMBERMEENF 155 - WA REE

REBEAR LR ATFERE RIRE
MmAERESHRESERER

ZENBREBNEAZRESSENE
FAHWBEZEMARBEERIBRIAE
BT - ZERITRAT AR S HHYIEE K
AREBITENBERBBORANERE
I o

o
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
IRAAR & B 15 3k MY o ()

38

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 15 (Continued)

The Group adopted HKFRS 15 using the modified retrospective
method of adoption and it elected to apply that method only to those
contracts that were not completed at the date of initial application.

The comparative information for each of the primary financial

statements would be presented based on the requirements of
HKAS 11, HKAS 18 and related interpretations.

The effect of the adoption of HKFRS 15 are further explained as
below.

(a)

(b)

Rendering of environmental engineering services

The Group has environmental engineering business activity in
providing design, survey and construction services, which are
sold bundled together in one contract. Prior to the adoption of
HKFRS 15, contract consideration was recognised as revenue
over the percentage of completion. Upon the adoption
of HKFRS 15, the Group assessed that there are three
performance obligations from design, survey and construction
respectively because the promises to provide those services
are capable of being distinct and separately identifiable. The
contract consideration has then been allocated to each of
the services based on their stand-alone selling prices and
recognise as revenue over time under HKFRS 15.

Contract assets and contract liabilities

Upon entering into a contract with a customer, the Group
obtains rights to receive consideration from the customer and
assumes performance obligations to transfer goods or provide
services to the customers. The combination of those rights
and performance obligations gives rise to a net asset or a net
liability depending on the relationship between the remaining
rights and the performance obligations.

The excess of cumulative revenue recognised in profit or loss
over the cumulative billings to customers is recognised as
contract assets. Contract assets are rights to consideration in
exchange for goods or services that the Group has transferred
to a customer when that right is conditional on something
other than the passage of time.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

N
FlEﬁ %/\E\Ejﬂ&#&ﬁﬁ{Tﬂf(zm
2.2 CHANGES IN ACCOUNTING POLICIES AND SRR IREEEEE @
DISCLOSURES (continued)
HKFRS 15 (Continued) BEMBREERE 155 (F)
(b)  Contract assets and contract liabilities (Continued) (b) BHEERESABE(E)
The excess of cumulative billings to customers over the RN RFPIREHBLENE ﬁEqu’]?i
cumulative revenue recognised in profit or loss is recognised AR S ERAEENERE
as contract liabilities. Contract liabilities are obligations to Z’]E1,\7%$EIF?§)5$§'“EWHX
transfer goods or services to customer for which the Group REFERETEFRESBENERK
has received consideration, or for which an amount of R#HIE A -
consideration is due from the customer.
Upon the adoption of HKFRS 15, the Group's receivables REME B 5 ERIE 155%1% -
arising from concession operating right represented contracts AEBRABSTEEEMEENER
assets under HKFRS 15. Accordingly, they are reclassified RIBABAEVBRELENE 15K T
to contract assets from other non-current assets and HAENEE -BHb i EREMmIER
prepayments, deposits and other receivables for the current BEEMRENR Ze REMmE
portion. WHEHN RS EHHDEEEL
Advance receipt is normally required for sales to independent AEBBEREBLOHEENHEE
distributors. Prior to the adoption of HKFRS 15, deferred ZRIERTFEW R - RIRA BB 15
revenue arose from advance receipt was recognised in HEERFE159RAT - 2R AT
the statement of financial position within other payables ﬁiﬂ&)\ﬁ’\ﬁﬁ%ﬁﬁxﬁﬁﬁ’ﬂﬁﬂﬁgﬁ
and accruals. Upon the adoption of HKFRS 15, the Group RIBNEABARER NEANEE
reclassified it to contract liabilities from other payable and Eﬁi‘%i&%ﬁ—ﬁ‘] 15518 « AE B
accruals. HtEMmENRERETERAEN
/\;FEE/\QOE{E o
(c)  Presentation and disclosure requirements HKAS 34.114 (c) SIHMRFEFEHTEESTERE

As required for the condensed consolidated financial
statements, the Group disaggregated revenue recognised
from contracts with customers into categories that depict
how the nature, amount, timing and uncertainty of revenue
and cash flows are affected by economic factors. The Group
also disclosed information about the relationship between the
disclosure of disaggregated revenue and revenue information
disclosed for each reportable segment. Refer to note 3A for
the disclosure of disaggregated revenue.

34.1145%

RIBEHAZEMBRRORE K
SEEREEFEHONBRILAS
FafilRARReRENEE -
R B R A E A R
AT ENsH AEETRESR
B 4 B2 WA 9 9 B2 % T HE ) &
RENWAERBEERNOER - 58
WADPFE IR - FLEIMIEE3A -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
IRAAR & B 15 3k MY o ()

2.2 CHANGES IN ACCOUNTING POLICIES AND

40

DISCLOSURES (Continued)
HKFRS 9

HKFRS 9 Financial Instruments replaces HKAS 39 Financial
Instruments: Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing together two aspects
of the accounting for financial instruments: classification and
measurement and impairment.

The Group has applied the transition provision set out in HKFRS
9, i.e. applied the classification and measurement requirements
(including impairment) retrospectively to instruments that have not
been derecognised as at 1 January 2018 (date of initial application)
and has not applied the requirements to instruments that have
already been derecognised as at 1 January 2018. There is no
difference between carrying amounts as at 31 December 2017 and
the carryings as at 1 January 2018 that should be recognised in the
opening retained profits and other components of equity, without
restating comparative information.

(i) Classification and measurement

Under HKFRS 9, debt financial instruments are subsequently
measured at amortised cost or fair value through other
comprehensive income (“FVTOCI"). The classification is based
on two criteria: the Group's business model for managing the
assets; and whether the instruments’ contractual cash flows
represent ‘solely payments of principal and interest’ on the
principal amount outstanding (the “SPPI criterion”).

The new classification and measurement of the Group's debt
instruments are as follows:

- Debt instruments at amortised cost for financial assets
that are held within a business model with the objective
to hold the financial assets in order to collect contractual
cash flows that meet the SPPI criterion. This category
includes the Group's loan receivables, trade and bills
receivables, contract assets and financial assets included
in prepayments, deposits and other receivables.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

FlEﬁ ;Z\/r\ﬂ\l/zl\ Eﬁ U&#& i‘% BH uf (&)
2.2 CHANGES IN ACCOUNTING POLICIES AND SRR IREEEEE @
DISCLOSURES (Continued)
HKFRS 9 (Continued) ERMKRELEAFIN (H)
(i) Classification and measurement (Continued) (i) DRI E(E)

Debt instruments at FVTOCI, with gains or losses
recycled to profit or loss on derecognition. Financial
assets in this category are the Group’'s quoted debt
instruments that meet the SPPI criterion and are held
within a business model both to collect cash flows
and to sell. Under HKAS 39, the Group's quoted debt
instruments were classified as available-for-sale (“AFS")
financial assets.

Financial assets at fair value through profit or loss
("FVTPL") include debt instruments whose cash flow
characteristics fail the SPPI criterion or are not held
within a business model whose objective is either
to collect contractual cash flows, or to both collect
contractual cash flows and sell.

Other financial assets are classified and subsequently
measured, as follows:

Equity instruments at FVTOCI, with no recycling of
gains or losses to profit or loss on derecognition. This
category only includes equity instruments, which the
Group intends to hold for the foreseeable future and
which the Group has irrevocably elected to so classify
upon initial recognition or transition. The Group classified
its unquoted equity instruments as equity instruments
at FVTOCI are not subject to an impairment assessment
under HKFRS 9. Both unquoted equity instruments
and quoted equity instruments are measured at
fair value, and fair value changes are recognised in
other comprehensive income (“OCI"”) and will not
be reclassified to profit or loss. Under HKAS 39, the
Group’s unquoted equity instruments were measured at
cost less impairment loss under which were recognised
in profit or loss.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 9 (Continued)

(i)

(ii)

Classification and measurement (Continued)

The assessment of the Group's business model was made
as of initial application, 1 January 2018, and then applied
retrospectively to those financial assets that were not
derecognised before 1 January 2018. The assessment of
whether contractual cash flows on debt instruments are
solely comprised of principal and interest was made based
on the facts and circumstances as at the initial recognition of
the assets. The Group selected not to adjust the comparative
information as at 31 December 2017 and recognised no
transition adjustments, against the opening balance of equity as
at 1 January 2018.

The accounting for the Group's financial liabilities remains
largely the same as it was under HKAS 39.

Impairment

The adoption of HKFRS 9 has fundamentally changed the
Group's accounting for impairment losses for financial assets
by replacing HKAS 39's incurred loss approach with a forward-
looking expected credit loss (“ECL") approach. HKFRS 9
requires the Group to record an allowance for ECLs for all
loans and other debt financial assets not held at FVTPL.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

FlEﬁ ;Z\/r\ﬂ\l/zl\ Eﬁﬂ#& i‘% BH uf (&)
2.2 CHANGES IN ACCOUNTING POLICIES AND FTHRRBEEESEH m
DISCLOSURES (Continued)
HKFRS 9 (Continued) ERUKREEREINR (E)
(i) Impairment (Continued) (i) JEE (&)

ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive. The shortfall
is then discounted at an approximation to the asset’s original
effective interest rate. Lifetime ECL represents the ECL that
will result from all possible default events over the expected
life of the relevant instrument. In contrast, 12-month ECL
represents the portion of lifetime ECL that is expected to
result from default events that are possible within 12 months
after the reporting date. Assessment are done based on the
Group's historical credit loss experience, adjusted for factors
that are specific to the debtors, general economic conditions
and an assessment of both the current conditions at the
reporting date as well as the forecast of future conditions.

As at 30 June 2018, the Group has applied the simplified
approach and recorded lifetime ECLs on trade receivables
and contract assets, and general approach and recorded
12-month ECLs on other financial assets, loan receivables
and financial assets included in prepayments, deposits and
other receivables. The Group determined that there are no
significant financial impact arising from these changes.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
F'Eﬁ %‘i/m\/ﬁﬁﬂﬂﬁlﬁ&%ﬁﬁ DE(ZE

3A. DISAGGREGATION OF REVENUE 3A. KA D

BHRAEEE D

By revenue nature:

Six months ended 30 June 2018
BZNBEGANALAEA

Six months ended 30 June 2017
HENF6ANALAEAR

44

Goods Services Goods Services
transferred at transferred transfered at transferred
apointin time over time Total apointin time over time Total
RE-KE  BREES RE-BE  EREED ‘
BENER  EENER gt EEmER ERORB At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARBTR  ARETR  ARETT  ARETR  ARETR
Revenue from contracts with customers: ~ REZEFAHMEA :
Sale of goods HEEM 10,167,647 - 10,167,647 8,820,887 - 8,820,867
Contract revenue from renovation and EERTEIRAN
installation works WA - 122,689 122,689 - 75,319 75,319
Income from environmental engineeringand ~ SRE T12 R K 40
other related services Rl - 84,418 84,418 - 60,835 60,835
10,167,647 27,107 10,374,754 8,620,887 136,164 895705
Financial sevice income SRRBNE 35,065 199%
Property rental and other related senvices NERERAEBRSE 33,483 -
Total aif 10,448,302 8977047
By geographical locations: BihBENEE S
Six months ended 30 June 2018 Six months ended 30 June 2017
BZ08E6ANALAEA HENEGANALAEA
Goods Services Goods Services
transferred at transferred transfered at transferred
a point in time over time Total a point in time over time Total
RE-BE  BREEE RE-BE  RREES
BENER  EENER gt EEmER  HBORE CH
RMB'000 RMB'000 RMB'000 RMB‘000 RMB'000 RIMB'000
ARETR  ARETR  AR¥Tn  ARETT  ARETT  ARETR
Revenue from contracts with customers: ~ REZFAHHKA :
Mainland China PEIAH, 9,802,964 200,101 10,010,071 8510152 136,164 8,646,316
Outside China EEIN 364,683 - 364,683 310735 - 310735
10,167,647 27,107 10,374,754 8,620,887 136,164 895705
Financial service income SRBRBYE 35,065 19.9%
Property rental and other related services WERE REAMERRE 3483 -
Total At 10,448,302 8977007
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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3B. OPERATING SEGMENT INFORMATION

The Group is principally engaged in the manufacture and sale of

building materials and interior decoration products; the provision

of renovation and installation works, environmental engineering

and other related services, financial services and property rental

and other related services. For management purposes, the

Group's businesses are organised by geographical areas based on
the location of the customers and assets are attributable to the
geographical unit based on the location of the assets. The Group has
eight reportable operating segments as follows:

(iii)

(iv)

(vi)

(vii)

(viii)

Southern China, including Guangdong Province, Guangxi
Zhuang Autonomous Region, Hunan Province, Fujian Province
and Hainan Province;
Southwestern China, including Chongging Municipality,
Sichuan Province, Guizhou Province, Yunnan Province and
Xizang (Tibet) Autonomous Region;

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

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

Northern China,
Municipality, Hebei Province, Shandong Province,

including Beijing Municipality, Tianjin
Inner
Mongolia Autonomous Region and Shanxi Province;

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

Xinjiang Uygur Autonomous Region;

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

Outside China.
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(iii)

(iv)

(vi)

(vii)

(viii)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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3B. OPERATING SEGMENT INFORMATION

(Continued)

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

Segment assets exclude interests in associates, interests in joint
ventures, available-for-sale investments, other financial assets,
deferred tax assets, cash and bank deposits and other unallocated
head office and corporate assets as these assets are managed on a
group basis.

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

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

During the six months ended 30 June 2018 and 2017, 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)
AR B85 R M et )

LS

3B. OPERATING SEGMENT INFORMATION 3B. KREHHBER @)
(Continued)
Southern ~ Southwestern Central Eastern Northern ~ Northwestern ~ Northeastern Outside
China China China China China China China China  Eliminations  Consolidated
2 FELE #h #7 314 FiHE RIHE FEEH i | g8
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARETR AR%TR ARETR ARETR ARETR AR%TR ARETR ARETR ARETx
Six months ended HZNBF6ANAL
30 June 2018 ~MER
Segment revenue: AU
Sale of goods HEER 5,506,143 1,190,759 1,253,591 551,722 685,425 394,558 220,766 364,683 - 10,167,647
Contact revenue from renovation B RZETRAH
and installation works WA 12831 i 1,186 7699 % 1 - - - 122689
Income from environmental RETEREMER
engineeringand other related  FRASMES
senvices 64,583 14325 4454 167 - 29 - - - 84,418
Financial senvice income SRREBEYE 20460 s} 13582 - 117 - 183 - - 35,065
Property rental and other related 1 F 7 E R E AR
senice R 5510 - - - - - - 2913 - 38483
Revenue from extemal customers M S PUTA 5,709,587 1,205,830 1212813 560,188 686,485 304,854 20949 3975% - 10,448,302
Intersegment revenue PHERA 1,833,960 226,661 207,508 149331 1117192 14,895 46,970 312,35 (3,089,479) -
Total At 1,543,547 1432891 1480321 109,525 864211 469,749 267919 769,952 (3,089,479) 10,448,302
Segment results APEE 1873613 381,574 403,415 129450 216,630 100,780 58,030 98,085 (540,358) 271,19
Reconciliations 85
Interest income Y 50,301
Gain on disposal of subsidiaries 1 &M B A EFTERIR 36,507
Exchange loss EHEE 11423)
Finance costs BERA (179.961)
Share of esultsof associates D EBERAEE B
Share of esults ofjointventures~ HEAELEEE 167
Unallocated income and expenses K A Bz R X (1,346372)
Profitbefore tax el 1299159
Other segmentinformation: 15 &R :
Depreciation endamortisation 78 BE 3% B3 2819 am 1% 1465 950 737 - maN
Impairment of property, plantand 1% ~ 5 Je iR
equipment HE - - - 015 - - - - - 015
Impairment of trade receivables, net & 5 EWHE R EF & - - - - - - 3626 661 - 4281
Capital expenditure’ ERRRY 323,966 46,189 55411 EALY) 29,485 12521 238 36,067 (14,740) 564,456
As at 30 June 2018 HOBEEA0A
Segment assets AHEE 13572,19% 1,416,542 142152 954,135 881411 629,953 464,347 4711879 - 24,052,651
# Capital expenditure consists of additions to property, plant and equipment, # BARAIBRERNEME BEREE B
prepaid land lease payments, investment properties and other intangible MHiHER - REMEREMERLEE -

assets.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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3B. OPERATING SEGMENT INFORMATION 28
(Continued)
Southen~ Southwestem Central Fastem Northem~ Northwesten ~ Northeastem Qutside
China China China China China China China China Eliminations Consolidated
B EEE #h Ed E31e REiLE RiLE PES gl 5a
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARETT ARETRT ARETR ARETT ARETR ARETRT ARETR ARETR
Six months ended BEMF6ANAL
30 June 2017 ~MER
Segment revenue: ABYA
Sale of goods HEER 501244 857,179 901,923 622,274 580,450 297,364 178718 310,735 - 8,620,887
Contract revenue from renovation B RZETERAH
and installation works WA 12185 - - - 3164 - - - - 75319
Income from environmental RETEREMER
engineering and other related  FRAS M
senvices 50,587 2648 4188 1479 - 1901 32 - - 60,835
Financial senvice income SRREBEYE 199% - - - - 1999
Revenue from extemal customers ~ SMERR B UL 521499 859,827 906,111 623,753 583,614 299,265 178750 310,73 - 8977047
Intersegment revenue SHERA 1302439 188,163 198,783 124179 121103 63,985 35,629 3322 2,367,502)
Total At 6517431 1,047,990 1,104,894 747,93 047 363,250 14319 643,956 2,367,502) 8977047
Segment results PIEIES 1812618 253,126 295,059 118238 182473 77659 49,985 51,384 (379,238) 2,461,304
Reconcliations: HE
Interest income e ks 057
Ganondisposal of available- ~ HEFHHERE
for-sale inestments gk 1070
Gain on disposal of held- HERBEIBRE
to-maturity investments FrfERI% 3378
Eichange gain ERHE 3809
Finance costs BARK (98,957
lossonfairvalue changesof ~~ STESBTIENARE
derivative financial instruments ?@JE%T” 4988)
Share of resultof a ot venture AEREEE 53
Unallocated income and expenses 5& P E RE X (1,183722)
Proft before tax B ATE R 1224674
Other segmentinformation: 12 &R :
Witebackof inentories tonet ~ ABFEEUERFE
realisable value, net et - - - - - - - (1997) - (1.997)
Depreciation and amortisation 7 & [ 88 173,704 30982 31.3% 138% 0202 17,608 953 AL - 314,368
Impairment of property, plentand ~ #13E ~ % Je s
equipment HE - - - 388 - 3808
Capital expenditure’ B! 242,968 464% 28,061 64,208 186% 9743 3684 1,101,230 (15,487) 1499597
As at 31 December 2017 ROnERENA
Segment assets AHEE 11826219 1,308,387 1292621 1003422 752991 597,638 421,762 4,609,691 - 21818791
# Capital expenditure consists of additions to property, plant and equipment, # EARTBREAEVE HMENEZE 7B
prepaid land lease payments, investment properties and other intangible T ER  REMEREMERLEE -

assets.

48

China Lesso Group Holdings Limited A BRI %8 &= @35 iR A BR A 7)



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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4. OTHER REVENUE, INCOME AND GAINS 4. HMWA - WEBERFF
Six months ended 30 June
BZ6H30ALAEA

2018 2017
RMB’000 RMB'000
AR¥TR ARETT
Bank interest income RITF B U 48,261 36,840
Interest income from available-for-sale investments L ERE T B - 4,072
Interest income from held-to-maturity investments BEZIHEENF B WE - 1,615
Interest income from other financial assets Hib &g EERF S 2,040 -
Total interest income TS5 50,301 42,521
Government grants and subsidies IS #63 Bh K 47 B 20,368 16,193
Gain on disposal of available-for-sale investments HETHDEREMNSHa - 1,070
Gain on disposal of held-to-maturity investments HEFAZIERE MG = 3378
Gain on disposal of subsidiaries HEMB QRSN 36,507 -
Gain on sale of raw materials SHERM B ETEF &= 4,282 3.274
Exchange gain 0 5 A 5 - 3,809
Others HAh 6,870 12,253
118,828 82,504

BRI B 8 B B SR BT M 4 T bt
EHEARBMETHREDOES - L@
B S B R B R R
AR -

Government grants and subsidies mainly represent 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.

5. FINANCE COSTS 5. EERA
Six months ended 30 June
BZ6H30ALAEA
2018 2017
RMB’000 RMB'000
AR TR AREFT
Interest expenses on bank and other loans RITREMEFOF SMZ 179,961 100,241
Less: Interest capitalised p =N )N - (1,284)
179,961 98,957
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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6. PROFIT BEFORE TAX

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

BR Bt Al 28 7

AL BB ADEM T E R GEA) T
P B IRIR R

Six months ended 30 June
HBZ6A30ALNKEA
2018 2017
RMB'000 RMB'000
AR TR ARBFT
Cost of inventories sold BEFERA 7,542,251 6,411,454
Direct cost of renovation and installation works HERTHRIRBEERA 107,900 70,109
Direct cost of environmental engineering and RIFTE R EMARE IR
other related services BEMKAE 36,435 35,669
Direct cost of financial services SRRBEEKA 1,090 508
Direct cost of property rental and other related services MERE R EMBERBEEZERA 39,401 -
Write-back of inventories to net realisable value, net BEFEZNERFETE - (1,997)
Depreciation e 354,041 292,382
Amortisation of prepaid land lease payments B TSR 14,062 13,226
Amortisation of other intangible assets Hofth T & A 8 5,208 8,760
Total depreciation and amortisation FEREHET 373,311 314,368
Research and development costs T B8 K AR 353,126 294,487
Loss on disposal of items of property, plant and equipment HEWE HFERERREEBNEE 4,090 7,588
Impairment of property, plant and equipment M - R RSZERE 2,115 3,848
Loss on fair value changes of derivative financial instruments ~ $TA &R T A AR BEZEER - 4,988
Gain on disposal of subsidiaries HEMHB QRS (36,507) -
Impairment of trade receivables, net B 5 W IR B F 4,281 -
Foreign exchanges differences, net P& 5= BHE 11423 (3,809)
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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7.

INCOME TAX EXPENSE

7. FREBIAX

Six months ended 30 June

BZE6A30HLAER
2018 2017
RMB'000 RMB'000
AR®T AREETTT
Current tax BIERFR I
PRC H 280,755 239,233
Overprovision in prior years BEFEREEE
PRC + (30,145) (24,852)
Deferred tax BIERIA 43441 59,620
Total tax charge for the period HINTE AR 294,051 274,001
The Group is subject to income tax on an entity basis on profits REEBERAEBKE RGN TR RE S
arising in or derived from the jurisdictions in which members of the FRTER) Bl AR 1@ P EE A SR e 1S a PR &
Group are domiciled and operate. EHNFTISH
HONG KONG PROFITS TAX EBFEHR
The statutory rate of Hong Kong profits tax was 16.5% (six months BBMNEH DR BERBEENGTER
ended 30 June 2017: 16.5%) on the estimated assessable profits BoaH o LUEERE165% (%Zi2017¢
arising in Hong Kong. No provision for Hong Kong profits tax was 6RA30HLEAMEA :16.5% )5t & - ER

made as the Group had no assessable profits arising in Hong Kong
during the period (six months ended 30 June 2017: Nil).

PRC CORPORATE INCOME TAX

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

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

INCOME TAX FOR OTHER JURISDICTIONS
The Group's tax provision in respect of other jurisdictions has

been calculated at the applicable tax rates in accordance with the
prevailing practices of the jurisdictions in which the Group operates.

N2 (B PR BRI I SR AT BB E AR AT ] JE AR AR
A R RN HA R BB RS R
(B E2017F6 A30HIE/NAA : £) o

HEREREH
25 B AR A5 W 18 B e FE AR BUs A1 - A

HEANBREE LR RBEREMSEE %
BRAR R E T B A EENPTS TR -

AEBETHREMMBRARAMEHME T
BEMCEER WEX15%HESR
EMSHE -

Hi A AR E 2 8B R
AEBFLEMBIAER ZHABBCRIE

AEBREXBHMEZRDERRBRITED
HEA R RETH o
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
F'Eﬁ %‘Tﬂ\l/ﬂ\/ﬁﬁﬂ&#&%ﬁﬁ DE(Z“

8. DIVIDENDS 8. KA
Six months ended 30 June
HZ6A0BLEAER
2018 2017
HKS HK$'000 HKS HK$'000
B THT o TAT
per share per share
gk 5k
2017 final dividend paid BT 2017 FRHBRE
2017: 2016 final dividend (20174 - B 2016%F
paid) RERS) 0.18 558,435 0.15 465,363
Equivalent to FER RMBA456,633,000 RMB411,288,000
A R % 456,633,000 7T AR 411,288,000 7T
Subsequent to the end of the reporting period, interim dividend of RIERE  EELHEZE2018F6 8
HK10 cents in respect of the six months ended 30 June 2018 per 0B EANEAERFEHRKE SR L B
ordinary share amounting to in aggregate HK$310,242,000 has been 10738114 5310,242,000 7 7T F 722018 &
declared by the Board to the owners of the Company whose names 9 A 18 B E&AAR AR R A M A AR B %
appear on the Company’s register of member on 18 September BA(EHZE2017F6 A30B1EAEA - ) -

2018 (six months ended 30 June 2017: Nil).

9. EARNINGS PER SHARE ATTRIBUTABLE TO 9. ARRFEEAELBREF

OWNERS OF THE COMPANY
The calculations of basic and diluted earnings per share are based on: BBEATSEFEGRERNREERA -
Six months ended 30 June
BZE6A30HL~EAR
2018 2017
RMB'000 RMB'000
AR TR ARBFT
Earnings 2
Profit attributable to owners of the Company used in the HESRERREERTERIN
basic and diluted earnings per share calculation KRR ARG 1,011,194 971,042
Number of Shares
BHEE
Six months ended 30 June
HBE6ANHLEAEAR
2018 2017
Shares M 12
Weighted average number of ordinary shares of HEERERAREERE
the Company in issue used in the basic and FAEMAAREETE AR
diluted earnings per share calculation ANAETI9 2 3,102,418,400 3,102,418,400
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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10.

11.

EARNINGS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE COMPANY (continued)

The weighted average number of shares used to calculate the basic
earnings per share for the six months ended 30 June 2018 includes
3,102,418,400 ordinary shares in issue as at 31 December 2017 (six
months ended 30 June 2017: 3,102,418,400 ordinary shares in issue
as at 31 December 2016).

The Group had no potentially dilutive ordinary shares in issue during
the six months ended 30 June 2018 and 2017, respectively.

PROPERTY, PLANT AND EQUIPMENT AND
PREPAID LAND LEASE PAYMENTS

During the period, the Group purchased property, plant and
equipment with an aggregate cost of RMB446,048,000 (six months
ended 30 June 2017: RMB422,187,000). During the period, property,
plant and equipment with an aggregate net carrying amount of
RMB53,513,000 (six months ended 30 June 2017: RMB22,135,000)
was disposed of by the Group.

During the period, the additions of prepaid land lease payments of
the Group amounted to RMB300,000 (six months ended 30 June
2017: RMB36,585,000).

INVESTMENT PROPERTIES

During the period, the additions of investment properties of the
Group amounted to RMB113,893,000 (six months ended 30 June
2017: RMB1,039,152,000).

9.

10.

11.

ERAHEBEAEEEBRER
()

A EHZ2018F6 43008 Ik <
&AM IRERBFARMDINETFS
g BER2017F12A31BEETH
3,102,418,400 J& & i@ % (Bl = 20176 A
30HIE/NEA  R2016F 12 A31HE 3
1TH93,102,418,400 X 3@ A%) ©

D RIAE Z=20184F Kk 2017F 6 A30H 1
NEA  AEBUECHTHEEEEY
AR o

ME - BERRBNANSL
b B K

A - AEBERBEYE BELEE
B 48R AN B A R ¥ 446,048,000 7T (&
£2017F6A30HIENEARA: AR®
422,187,0007T) « i - AEE HEY
¥ BELIENLEEFEAARE
53,513,000 7 (H 201746 A30H 1k~
&7 : AR#22,135,0007T) °

HA - REBRERNLHEETEAR

#300,0007C (B £201796 A30 8 1F /<
@A : AR¥36,5850007T) °

REWMR

R AEEFREREDEEARE
113,893,000 (#, £2017F 6 A30H 1t
NEA - AR 1,039,152,0007T) ©
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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12. INTERESTS IN ASSOCIATES 12. REE QRN RER

30 June 31 December

68308 12H31H

2018 2017

RMB’000 RMB'000

AR¥TR AREF T

Share of net assets DEEEFE 799,374 41,324
Goodwill on acquisition WHEEERNEE 100,066 -
899,440 41,324

BN REBERBYFE = INEERRE
TRE AR A A ([EEEIRE]) 26.28% B %
e 4R (B 5973,553,00078 7T (K AR

During the period, the Group acquired 26.28% equity interest
of Xinfa Aluminium Holdings Limited (“Xinfa Aluminium”) from
independent third parties at total consideration of HK$973,553,000

(approximate to RMB778,885,000).

13A. AVAILABLE-FOR-SALE INVESTMENTS

778,885,000 7T) °©

PBAHEHHERE

30 June 31 December
6830H 12A31H
2018 2017
Note RMB’000 RMB'000
= AR TR ARETT
Listed investments: EFHRE -
Debt securities listed in Hong Kong REB ETERE? (i) = 7,935
Equity securities listed in PRC WA B E R E 5 - 412,318
Equity securities listed in Hong Kong RNEBETRAES - 1,095,840
Non-cumulative redeemable preference shares NEBEMERFTER
listed in Hong Kong BB - 33,635
Perpetual capital securities listed in Hong Kong REBLTKAERES - 8,403
- 1,558,131
Unlisted investments: ELHIRE
Equity securities N (i) = 24,077
- 1,582,208
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13A. AVAILABLE-FOR-SALE INVESTMENTS BATHBERE @

(Continued)

Note:

(i)

(ii)

(iii)

(iv)

The debt securities carried fixed interest at rates ranging from 6.35% to
7.00% per annum, payable semi-annually in arrears and will mature from
January 2020 to March 2020.

The unlisted equity securities were issued by private entities established
in PRC. They were measured at cost less any impairment losses as at 31
December 2017 because the range of reasonable fair value estimates was
so significant that the directors were of the opinion that their fair values
cannot be measured reliably.

At 31 December 2017, certain of the Group's available-for-sale investments
with an aggregate net carrying amount of RMB33,635,000 were pledged to
a bank to secure the banking facility granted and the Group has not utilised
this banking facility.

Upon the adoption the HKFRS 9, the Group has reclassified the available-
for-sale investments to other financial assets.

13B. OTHER FINANCIAL ASSETS

B AE -

(i)

(ii)

(iii)

(iv)

EHEFHFOFNBIREEFNEN T6.35%
£7.00% s E - F¥F XA R R2020F
1 AZE 202043 A 55 -

FEEMRAZES ZHNRBERK LML
BET -BREAEMNQ /ufﬁﬁfﬁﬁﬁﬁl
AR BEERAEAAEBEEETSHETZ -
R2017F12 831 8 » ZFHE TR AR
R EBETE -

R2017F12 831 A - AEBLAKEEFES
AR #33,635,000 L E FAIEEERE
CREITEFEABRRITRENER
BASEMESALRITHME -

REMBEBM B RS EREIRRE  ARE
ERAIHEEREEN D AELMEREE

13B. Ht & @& E

30 June 31 December
6H30H 12H31H
2018 2017
Note RMB'000 RMB'000
i AR TR AREETT
Non-current: ¥R :
Debt instruments at BARBEFAEMEZE
FVTOCH: WHRAHEBIE: (i)
Debt securities listed in Hong Kong REBETERE 49,305 -
Equity instruments at BARBEFAEMEZE
FVTOCH: WA TA - (i)
Equity securities listed in PRC PP B _E R AN EE S 235,740 -
Equity securities listed in Hong Kong REB L TRAES 930,463 -
Non-cumulative redeemable preference shares REE ETIERETAIED
listed in Hong Kong Bk 33,587 -
Perpetual capital securities listed in Hong Kong REB LMK AERES 8,142 -
Unlisted equity securities FLETRAE S 422,344 -
1,630,276 -
1,679,581 -
Current: e
Financial asset at BANEBF ABE
FVTPL HEREE 300,000 -
1,979,581 -
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13B. OTHER FINANCIAL ASSETS (continued)

Note:

(i) The debt securities carry fixed interest at rates ranging from 5.65% to
7.25% per annum, payable semi-annually in arrears and will mature from
January 2020 to January 2023. These debt securities were reclassified from
available-for-sale investments to debt instruments at FVTOCI.

(ii) The Group elected to present in OCI for the fair value changes of all its

equity instruments previously classified as available-for-sale investments.
These instruments are not held for trading and not expected to be sold
in the foreseeable future. At the date of initial application of HKFRS 9,
RMB1,574,273,000 were reclassified from available-for-sale investments to
equity instruments at FVTOCI, of which RMB24,077,000 related to unquoted
equity investments previously measure at cost less impairment under HKAS
39. No fair value change related to those investments previously carried at
cost less impairment was adjusted to equity instruments at FVTOCI and
FVTOCI reserve as at 1 January 2018. No fair value change relating to those
investments accumulated in FVTOCI reserve as at 30 June 2018.

(iii) At the end of the reporting period, certain of the Group’s other financial
assets with an aggregate net carrying amount of RMB33,587,000 were
pledged to a bank to secure the banking facility granted, and the Group has

not utilised this banking facility as at 30 June 2018.
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13B. Ht &€& E ;)

MiEE

(i)

(ii)

(iii)

EREHFOF BIRETEFFENT565%
£7.25% 1 E - B¥F XA RBR2020F
1AE2023F1 AR - ZEEBKBEHLEA
HEEREEFDEERANBEFNFAE
2 EREEE T -

AEBEEREMEZEAKEPEVRAH
HAHEERENMEREAIANAR
BEEZH ZSTAVIHFBFEEE BHE
HAERARBERLE -RNBRERAEE
M mELEAFIRER HAIREHERE
EFHEERAABESALMEE RS
MR T A A AR1,574,273,0007T + &
PAEBEABRIBEE S ST ERIFE 395 LK
AMBAESENFE ETREREAAR
#24,077,0007T > 7201851 A1 8 » &
BERALAEAANNBRFBETENREHD
REEZHAZARAANEES AR MBS
EREHEORATERZAAEE; ALK
ZE M EE - N2018F6 A30H - B &
2R BBRAABE ARt 2 E RS
BHRRENARBEEZE -

RRERR  AEEBEEFEAARE
33,687,000 T #) & T H fth @ Bt & & B 4R
TEREAERRITRENERREAER
BEAEEN FAZRTTRLE ©
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14. LOAN RECEIVABLES 14. BEYER

30 June 31 December
6H30H 124318
2018 2017
RMB’000 RMB'000
AR TR AREFT

Non-current: FRE
Finance lease receivables BMERSRBEEYE 208,182 228710

Current: wE -

Finance lease receivables B & SRR R W e 106,682 109,677
Factoring receivables RIE R 7% & Wk 312,208 321,929
Receivables from supply-chain financing services P B R & AR 7S FE W FR 57,000 129,600
475,890 561,206
684,072 789,916

(A)  FINANCE LEASE RECEIVABLES

(A) @MEHERBEWRR

Present value of minimum

Minimum lease receivables lease receivables

B {5 10 B AR 75 e Wk OR BEAERKERRERE

30 June 31 December 30 June 31 December
6H30H 12A31H 6A30H 12HA31H
2018 2017 2018 2017
RMB’000 RMB’000 RMB'000 RMB'000
ARBTR ARBTT AR¥TR ARETR
Not more than 1 year E2E:S 126,587 117,912 106,682 109,677
Over 1 year but within 5 years TEAESFAR 229,496 272,151 208,182 228710
356,083 390,063 314,864 338,387
Less: Unearned finance income B ARERBERE (41,219 (51,676
Present value of minimum lease HERERBERIE
receivables HE 314,864 338,387

The Group's finance lease receivables are denominated in
Renminbi. The effective interest rates of the receivables
range from 5.89% to 12.70% (31 December 2017: 5.89% to
12.70%) per annum. There are no unguaranteed residual value
of assets leased under finance leases and no contingent rent
arrangement that needed to be recognised (31 December
2017: Nil).

REBHELE T E RIS EUGRIEIUA R
FHE R EWRIEMERFFEN T 5.89%
Z=12.70% (20179128318 : 5.89% &
12.70%) - B REREEERRIE
REHEE NECWETERIATE
ZHE(2017512 A31 8 : )
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14. LOAN RECEIVABLES (continued)

(A)

China Lesso Group Holdings Limited F1E

FINANCE LEASE RECEIVABLES (Continued)

The following is a credit quality analysis of these finance lease
receivables:

14. EYER @

(A)

& AH AR W (D

AT R EHE RS EWHBENRE
EEEN:

30 June 31 December

6H30H 12H318

2018 2017

RMB'000 RMB'000

AR¥FR ARBTFT

Neither past due nor impaired KBEAMARE 314,864 338,387
The receivables are secured by assets leased under finance ZEWHRIELREAHEERENRES

leases and cash deposits (where applicable).

Cash deposits from certain finance lease customers are
collected upfront based on a certain percentage of the entire
value of the lease contracts. When the lease contract expires
and all related liabilities and obligations are fulfilled by the
customer, the cash deposit will be returned in full. The balance
of the cash deposit can also be used to settle any outstanding
lease receivables for the corresponding lease contract. The
collected cash deposit of RMB25,613,000 (31 December
2017: RMB22,164,000) has been included in "
term payables”
financial position.

other long-
in the condensed consolidated statement of

sk SERR e ENG|

€
we (WER) ERER

ETRENERBEEFESRSED
ERHESHN2MEENETEY
LR WER - REES D E RN K
BEFETMBHBRETIREBLE -
%ﬁ%ﬁ%%@ HiRE - Rexk

EHRMAUAREERERES
mm&ﬁmxwmmﬂ 5 R 75 FE
WSRIE - REGRRERE BB ARAE R
K E K B E A 5 EE%AEM
25,613,000 7T (2017412 A31 H
AR #22,164,0007T) &) 2 WHLIR
%E -



NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

FlEﬁ %/ﬁ\é!\ Eﬁﬂ’k#& 2% BH uf (%)

14. LOAN RECEIVABLES (continued)
(B)  FACTORING RECEIVABLES

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

Factoring receivables are secured by receivables and/or
commercial bills originally owned by the customers. These
receivables carry interest at rates ranging from 4.00% to 6.50%
(31 December 2017: 4.50% to 6.00%) per annum.

The maturity profile of the factoring receivables at the end of
the reporting period is as follows:

14. EYER @
(B) RIE A5 FE WK E

7R 5 [ O AR 3R AR 75 MR IE SR B [
TEARRERERSE RTERE
FrERHR MR R365 KA °

REREERZBEBUNERRARS
BENEWRER S EEEZIR
oz SRBHRBIZN T4.00% =
6.50% B & F & (2017512 A 31
B 450%Z6.00%)aT 8 °

EHR RERBEKFIAZ
xJ,HHIa/RZZD"F-

30 June 31 December
6H30H 12A31H
2018 2017
RMB'000 RMB'000
AR¥TR ARBFT

With a residual maturity of: iw ER AR
Not more than 3 months TER3MEA 118,900 44,700
Over 3 months to 6 months 3MERAEEGEAR 122,229 125,000
QOver 6 months to 12 months 618 A EZE121E A 71,019 152,229
312,208 321,929

At the end of the reporting period, none of the Group's
factoring receivables was either past due or impaired (31
December 2017: Nil).

RBESR  AEENRERSE
s R T8 8 4 e HR SRR E (2017 12
A318 ) -
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14. LOAN RECEIVABLES (continued)

(C)

RECEIVABLES FROM SUPPLY-CHAIN FINANCING SERVICES

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

These receivables carry interest at rates ranging from 5.40%
10 7.20% (31 December 2017: 5.40% to 7.20%) per annum.

Certain receivables from supply-chain financing services
amounting to RMB10,600,000 (31 December 2017:
RMB50,000,000) are secured by certain equity interests of
companies and personal guarantees.

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

14. EYER @

(C) ftrEgEE & iR e W IH

N ER 8 ) {7 5 Rt A AR % B ML RR
KA RTE AR E R E R
B RTEEPHNERAR KN
F30E180KA

ZERWKFEZNF540%E
7.20% B F F = (2017 F 12 A 31
B :540%%7.20%) st 2 °

ETHEERE RS ERFIES &L
A R #10,600,000 7T (2017F 12 A
318 : AR#¥50,000,0005T) * bA
AT REIMERE R EABRERR -

KSR - HEEEE R &K
R ZBBBERMT

30 June 31 December
68308 12H31H
2018 2017
RMB’000 RMB’000
AR¥TR ARETT

With a residual maturity of: w B EARR
Not more than 3 months NER3EA 32,300 95,600
Over 3 months to 6 months 3SEALEEGEA 24,700 34,000
57,000 129,600

At the end of the reporting period, none of the Group's
receivables from supply-chain financing services was either
past due or impaired (31 December 2017: Nil).

The directors believe that no provision for impairment is necessary
for loan receivables (31 December 2017: Nil) as no ECLs is expected
to arise from all possible default event within twelve months after
the reporting date, after taking into consideration of the Group's
historical credit loss experience and credit risk factors specific to the
debtors.
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REERR  ANEBMEEERE
AR 75 |9 JE Uk 3B £ 8 B SR B
(20174128318 : #&) -

KEEAREANEL FEEBBEERRER
ANBEEEERREREZ E5RE - H
RRRE BB+ —EARFAATELD
EHEHTEEATRREERE  BitH
B IEM S R R E R (2017F 12 A
318 : 4E) -
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15. INVENTORIES 15. &
30 June 31 December
6H30H 12H31H
2018 2017
RMB'000 RMB'000
AR¥TR ARETT
Manufacturing and trading BERES 3,694,200 3,099,969
Property development MEER 122,015 127,773
3,816,215 3,221,742
(A) MANUFACTURING AND TRADING A HRERES
30 June 31 December
6830H 12A31H
2018 2017
RMB'000 RMB'000
AR TR ARBFT
Raw materials R 1,648,522 1,445,320
Work in progress FER 301,238 297,190
Finished goods EM & 1,744,440 1,357,459
3,694,200 3,099,969
(B) PROPERTY DEVELOPMENT (B) WIEXE
30 June 31 December
6A30H 12A31H
2018 2017
RMB'000 RMB'000
AR¥TR ARETT
Property under development BERPME 122,015 127,773

The property under development is expected to be completed
and available for sale in more than twelve months after the
end of the reporting period.

ZERTOERBARBBERRZR
ToEAZERIL A HHE -
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16A. AMOUNTS DUE FROM/TO CUSTOMERS FOR

16A. EW, NEFMEHNIERK

CONTRACT WORK b |
30 June 31 December
6A30H 12H31H
2018 2017
RMB'000 RMB'000
AR¥TR ARETT
Contracts in progress at the end of the reporting period RIEHRZEEEHN
Contract costs incurred plus recognised profits less S EEERNMAME BREHM
recognised losses to date HEEREE - 1,292,781
Less: Progress billings W EERTE - (1,125,097)
- 167,684
Analysed for reporting purposes as: HRBREBEWAIA
Amounts due from customers for contract work ENEFRE 4 TIRFE - 269,239
Amounts due to customers for contract work [EREPHELHIIENIE - (101,555)
- 167,684
Note: Upon the adoption of HKFRS 15, the Group has reclassified the amounts Mzt - RIRARBBUBREERF155% A&

due from/to contract customers for contract work to contract assets/
liabilities.
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16B. CONTRACT ASSETS/CONTRACT LIABILITIES

16B. SHNEE EGHNEE

30 June 31 December
6H30H 12H31H
2018 2017
RMB’000 RMB'000
AR¥TR ARETT
Contract assets EHEE
Non-current FETRED
Concession operating right iR g 70,813 -
Current mE
Renovation and installation works RERTRETRE 455,025 -
Environmental engineering services RIRTIERH 111,961 -
Concession operating right Rt L 3,882 -
570,868 -
641,681 -
Contract liabilities BHER
Current nE
Renovation and installation works HERTERIR 271,082 -
Environmental engineering services RIZRTRERH 22,715 -
Advances from customers HEBN 1,120,667 -
1,420,524 -

The Group's contract assets represent the Group's rights to
consideration for work completed but not yet billed to customers at
the end of reporting period. The contract assets will be transferred
to trade receivables when the rights become unconditional, that is,
when the Group issues progress billings to customers based on
certified amount agreed with customer.

The Group's contract liabilities represent the Group’s obligations to
transfer goods or services to customers for which the Group has
received consideration, or for which an amount of consideration is

due from the customers.

AEENENEERASERRSHARE
STELERARMES TIZKEREHER -
BN SEGTE  ANEERES
BEE SRR Eﬂ$‘$l§7§ﬁéﬁ\%}5
BENZEERATPELEESE -

AEENSHABREARERNTPEEALR
SEHEWRBRREIRESEPRESENE
RO EE
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17. TRADE AND BILLS RECEIVABLES 17. ESENAREREE

30 June 31 December

6H30H 124318

2018 2017

RMB’000 RMB'000

AR TR AREFT

Trade receivables 2 5 W FIE 2,306,035 1,981,994

Bills receivable MR & 74,076 187,675
Less: Provision for impairment W ORE RS (149,348) (145,061)
2,230,763 2,024,608

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.
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B EARTIEARD FHEFRER 2
REERRETHEM - AEEEFHR -
ISR R EEPMEE - A EEE
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RET—R—EAKZEANERHR (20
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BETRENEHAHR - BRI HEEER
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17. TRADE AND BILLS RECEIVABLES (continued) 17. ESEWRREREE @
Trade and bills receivables are unsecured and interest-free. BORWHEREBEYAERERREE
An aging analysis of the Group's trade and bills receivables at the RBERR ~EEMNESRBRBERE
end of the reporting period, based on the invoice date and net of BRI E B I MR A E R 8 BRI o AT 10
provisions, is as follows: N

30 June 31 December

683008 12H31H

2018 2017

RMB'000 RMB'000

AR¥TR ARETT

Not more than 3 months %R 3MEA 931,907 1,083,621

Over 3 months to 6 months 3MEAUEEGMEA 343,846 438,828

Over 6 months to 12 months 618 AA EZE121E A 633,279 248,608

Over 1 year to 2 years TFEAEE2F 210,479 173,230

Over 2 years to 3 years 2FAEEIF 87,373 90,318

Over 3 years 3ELF 23879 10,003

2,230,763 2,024,608

The Group seeks to maintain strict control over its outstanding $¢I§5K731§§1&T Bl EL fiw R (B3R FE MROE -
receivables and has a credit control department to minimise Wk EEEEFEPFIUEEREEERR -
credit risk. Overdue balances are reviewed regularly by senior ERERETHEEOHES ERUE
management. In view of the aforementioned and the fact that the Frit R A B8 E 5 EUGRIEER % T [F
Group's trade receivables relate to a large number of diversified EFEFEW ARVESEFEREERR -

customers, there is no significant concentration of credit risk.
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18. PREPAYMENTS, DEPOSITS AND OTHER

18. MM - BEREMEBURK

RECEIVABLES b= |
30 June 31 December
68308 12H31H
2018 2017
RMB'000 RMB'000
AR¥ TR ARBFT
Prepayments B 1,488,672 1,020,050
Current-portion of prepaid land lease payments B LB ERTE D 21,263 21,153
Value-added tax recoverable FEMILED 283,276 259,512
Corporate income tax recoverable FIEMEEMER 191 182
Deposits e 62,632 78,380
Receivable from early redemption of convertible notes RERFEE A RRERERAR - 145,508
Short-term loan receivables FENE BB 142,806 -
Other receivables Hfth FE U GRIA 109,048 82,522
2,113,888 1,613,307

Except for the short-term loan receivables, which is interest-bearing

at 6.00% per annum, the financial assets included in the above
balances are unsecured, interest-free and receivable on demand.

19. CASH AND BANK DEPOSITS

B e 2 R B R (B 126.00% 7120 9
bli#EHREENEREENERR 8
K AR E KUK

19. RERBITER

30 June 31 December
6830H 12H31H
2018 2017
RMB'000 RMB'000
AR TR AREFT
Restricted cash: XEHIRS
Guarantee deposits for banking facilities ERRTRENEREZSE 1,061,340 774,611
Cash and cash equivalents: RekBReSEY:
Time deposits with original maturity of three months THER(FREHR A=Ak
or less when acquired PATR) 134,776 102,539
Cash and bank balances B RRITEHS 4,054,859 3,575,220
4,189,635 3,677,759
Cash and bank deposits Be RIEITER 5,250,975 4,452,370

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short-term time deposits are made for varying periods
between one day and twelve months and earn interest at the

respective short-term time deposit rates. The bank balances and

restricted cash are deposited with creditworthy banks with no recent

history of default.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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20. TRADE AND BILLS PAYABLES

30 June 31 December

6A30H 12HA31H

2018 2017

RMB’000 RMB'000

AR¥TR ARETT

Trade payables B 5 ENFIA 930,624 918,375
Bills payable T R 3,585,044 2,102,710
4,515,668 3,021,085

The trade payables are interest-free and are normally settled on
terms of 30 to 90 days.

An aging analysis of the Group's trade and bills payables at the end
of reporting period, based on the invoice date, is as follows:

BHRERMNFRBENRE BEHREBTES
30HZE90A °

RBERR  AEENEFRNFEARRE
TE??%%E%@E’\JEEDWZZDT :

30 June 31 December

6H30H 12H31H

2018 2017

RMB'000 RMB'000

AR¥TR ARETT

Not more than 3 months TER3MEA 2,822,311 1,914,118
Over 3 months to 6 months 3MERAEEGIEA 1,619,026 357,082
Over 6 months to 12 months 6EAAEZ12(EA 21,164 702,632
QOver 1 year to 2 years TFENEZ2F 22,043 20,587
Over 2 years to 3 years 2F FEIF 7,709 5,465
Over 3 years IENE 2315 21,201
4,515,668 3,021,085
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
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21. OTHER PAYABLES AND ACCRUALS HihESRIERETER
30 June 31 December
6H30H 12H31H
2018 2017
RMB’000 RMB'000
AR¥TR AREF T
Advances from customers (note) KPR (M) - 1,120,169
Accruals et E A 78,388 63933
Salaries and welfare payables BN TE& K& F 74,446 125,988
Other payables H A e 5008 397,416 582,832
550,250 1,892,922
The financial liabilities included in the above balances are interest- Gt EN SR BEN R E RIZEK
free and repayable on demand. BN o
Note: Upon the adoption of HKFRS 15, advances from customers were Mzt - RERMBE BB IHMEERFERE P
reclassified to contract liabilities. BREHOHEEANEE -
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

.
FlEﬁ /Zn/ \é!\ Eﬁﬂ’k#& 2% BH uf (&)
22. BORROWINGS 22. B

30 June 31 December
68308 12H31H
2018 2017
RMB'000 RMB'000
AR¥TR ARETT

Current &
Unsecured bank loans EIR A ff'x”%%/h\ 5,258,719 2,698,795
Current portion of long term unsecured bank loans REEIEBRITERORE LD 71,534 70,624
Current portion of long term secured bank loans REGEA fﬂ KRB D 3 -
Secured bank loans BEMBTER - 105,500
Secured other loans BEAEMER = 2,337
5,331,026 2,877,256

Non-current FRE
Unsecured bank loans EXBRITER 605,964 422,168
Unsecured syndicated loans Ediii §Ef§ 3 5,039,460 4,988,151
Secured bank loans BERBFITER 33521 19,800
Loans from non-controlling interests FEFE I Eféf b - 12,000
5,678,951 5,442,119
11,009,977 8,319,375

Analysed into borrowings repayable: BEEEN

Within one year or on demand —i MR E K 5,331,026 2,877,256
In the second year —FR 329,853 338,236
In the third to fifth years, inclusive E-FEERAFN(BEERMF) 5,330,447 5,092,722
More than five years ,/aﬁéﬁﬁ 18,651 11,161
11,009,977 8,319,375
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22. BORROWINGS (Continued)

22. B @

Note: B 5

(a) The effective interest rates of the Group's borrowings range from 2.83% to (a) TEBBRZEBRFNENF2.83% %
5.32% (31 December 2017: 1.60% to 6.00%) per annum. 5.32% 1% (2017412 A31H : 1.60% &

6.00%) °

(b) At the end of reporting period, the secured bank loans are secured by the (b) RBMEHR BEBRITERDIUNBR

concession rights of a subsidiary and personal guarantee provided by a AINETEERERRE —BRENMEA
shareholder of that subsidiary. AR -
At 31 December 2017, the secured bank loans are secured by: (i) the B2017%F12A831H BEFRTERTD
concession rights of a subsidiary and personal guarantee provided by a (B RRMSTEEERE—EBRE
shareholder of that subsidiary; (i) certain commercial bills received by the EAER: (VA EBRRZERERY R
Group during its provision of factoring services; and (iii) certain receivables WRIHE TRERE  Rii)a THrE@E
from supply-chain financing services. & AR 75 FE WG IE /4R ©

(c) The loans from non-controlling interests were unsecured, interest-free and (c) SEEBI S E R AEER 28 RMN2019
would mature in September 2019. During the period, the loans from non- FOREE - A - SEEBIEEERE L E
controlling interests were disposed through the disposal of the subsidiary of AEEMHBARLE -
the Group.

(d) At the end of the reporting period, the Group's borrowings denominated (d) RIEBR REBUNET B A
in US dollar, HK dollar, Renminbi, Australian dollar and Canadian R BT EkmMstENERYNEE
dollar which are equivalent to RMB5,769,201,000 (31 December R AR®5,769,201,0007T (2017 %12
2017: RMB5,213,421,000), RMB2,574,846,000 (31 December A31A: AR¥5,213,421,0007T) * A
2017: RMB1,254,263,000), RMB1,952,834,000 (31 December R #2,674,846,0007T (2017412 A 31
2017: RMB1,108,835,000), RMB515,806,000 (31 December 2017: H: AR#1,254,263,0007T) * AR
RMB537,423,000) and RMB197,290,000 (31 December 2017: 1,952,834,0007C (2017412 A31H : AR
RMB205,433,000), respectively. #1,108,835,0007t) * A K ¥ 515,806,000

7t (2017512 A31 B : AR 537,423,000
7t) & AR #197,290,000 7T (2017412 A
318 : AR 205,433,0007T) °
23. SHARE CAPITAL 23. IR
30 June 31 December
6A30A 12A31H
2018 2017
Authorised: EE
20,000,000,000 (31 December 2017: 20,000,000,000) 20,000,000,000 (20174 12 A 31 B : 20,000,000,000) A%
ordinary shares of HK$0.05 each SREEIGETHEBR HKS$1,000,000,000% 7z HK$1,000,000,0007% 7T
Issued and fully paid: BETRAR
3,102,418,400 (31 December 2017: 3,102,418,400) 3,102,418,400 (2017412 A 31 H : 3,102,418,400) f&
ordinary shares of HK$0.05 each SREEIGETHEBR HK$155120920 8 ¢ HK$155,120320 4 7T
Equivalent to ZER RMB135,344,000 RMB135,344,000
AR#135384000T AR 135,344,000 7T
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24. SHARE OPTION SCHEME 24. [BRESTE
A share option scheme was adopted by the Company on 14 May R2010F5 A 148 « BE & 2E) ¥ AR
2010 (the “Share Option Scheme”) for the purpose of providing FEMRINEEIEL BERIMABRBEA -
incentives and rewards to eligible participants who contribute to the RARRM—IEEREE ([ERES
success of the Group's operations. gl]) -
No share options have been granted under the Share Option NN T BB RT SIS - I AR
Scheme since its adoption. AT IR D R -
25. CONTINGENT LIABILITIES 25. AEE
At the end of the reporting period, the Group did not have any RBEBR - FEEBWEEMERKLAE
significant contingent liabilities (31 December 2017: Nil). E(20174F 12 A31H : &) -
26. COMMITMENTS 26. HEIE

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

RBERR - AEEHREATEARE

30 June 31 December
6830H 12H31H
2018 2017
RMB'000 RMB'000
ARBT R ARETT
Contracted, but not provided for; ERHERECES{EE

Land, property, plant and equipment and T WE - RERBREMN
investment properties Tﬁ B 965,327 636,381
Investment in a joint venture R—EEELENERE 23,520 23,520
988,847 659,901
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27. RELATED PARTY TRANSACTIONS AND 27. BB A TR RE
BALANCES
(A) THE GROUP'S MATERIAL TRANSACTIONS WITH RELATED PARTIES (A) BAXREEHEBALIZEARS
DURING THE PERIOD
Six months ended 30 June
HZ6H30HLAEA
2018 2017
Note RMB'000 RMB'000
(i3 AR®T R ARBFT
Transactions with companies under the REMERT —ESEHH
common control of a director; NGRS
Sale of goods HEEMm (i) 4,641 1,126
Rental expenses ez (ii) 221 1,991
Purchase of materials HEME (iii) 5,943 1,996
Purchase of machinery and/or equipment  #REEHEER K 53R (iv) 108,309 45529
Purchase of intangible assets REEVEE (iv) 2,536 -
Hotel expenses B s & A (v) 3,146 -
Agency services from companies under the A% — I Z FIEHIHN LA A (vi)
control of a director FTiR (e (I AR 75 - 2,093
Rental expenses paid to directors BEESE Rz (vii) 995 822
Design and maintenance services from BECERURMBIR (viii)
ajoint venture HAE RS 1,800 1,800
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27. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(A)

THE GROUP'S MATERIAL TRANSACTIONS WITH RELATED PARTIES
DURING THE PERIOD (Continued)

Note:

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

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

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

(iv) Purchase of machinery, equipment and intangible assets from
related companies were made with reference to the prices and
conditions offered by the related companies to their third-party

customers.
(v) Hotel expenses were based on mutually agreed terms.
(vi) Agency services were provided by related companies based on

mutually agreed terms.

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

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

27. A TR F RE 8@

(A)

HAFTEHEABAT ZERRS
(%)

P RE -

0] M ARHEE RO UAREER
E=NEPRLMNERRKMT RS
FRHETT ©

(i)  AEFAXRETRENGKTE

(i) MR IRE T E B IR BB R
AIEEE -

iv)  HE RBNEVEENKS2EZH
BARAE =% FLOERR
I EMBIB AREE

v JEIEBBIRE S R E

(i) BEEE A B TR EE JT 5 E B R UR
IR -

i) PMEEERAZE RE -EM[- A
BE R RE - TR 77 1 E RO R
FTARKH -

(vii) & D ZETIIRE T 15 TE BY IR AR
AR5 o
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27. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

27. A TR F RE 8@

(B) BALANCES WITH RELATED PARTIES (B) EEEEEAN T z#&R
30 June 31 December
6830H 12H31H
2018 2017
Note RMB’000 RMB'000
= AR¥TR ARETT
Balances with companies under the common A % [ #£[F5% — 1 & F4EHIK
control of a director arising from: NEMEERIRE
Deposits paid for the purchase of EEMIS R, LR EAT T (i)
machinery and/or equipment Ee 142,066 92,660
Purchase of machinery and/or equipment  $REBHER R 5k (ii) 83,676 31,454
Note: BT
(i) The balances are included in the Group’s deposits paid for the (i) HERFALRKEBE L - W
purchase of land, property, plant and equipment. BB RREMZANRS -
(ii) The balances are included in the Group's other payables and (ii) ERRET AR EE A E B RIE R
accruals. &R -
(C)  COMPENSATION OF THE GROUP'S KEY MANAGEMENT PERSONNEL € AEEIEEEASTH

Six months ended 30 June

BZ6H30ALAEA
2018 2017
RMB’000 RMB'000
AR¥TR ARETT
Short-term employee benefits MEEERA 4,194 4,364
Post-employment benefits BIREIEF 196 200
4,390 4,564
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28. FAIR VALUE MEASUREMENTS OF

28. TRITENAAREBETE

FINANCIAL INSTRUMENTS
Fair value of the financial instruments that are measured at fair EARBENAENESRITAN B :
value:
30 June 2018
201856 H30H
Fair value hierarchy
DAREBEERE
Level 1 Level 2 Level 3 Total
E—& EZR FE=R @it
RMB'000 RMB'000 RMB'000 RMB'000
AR¥®TR AR®BTR AR¥Trn AR%®Tx
Other financial assets Hith e mEE
Debt instruments at BAAREBFAEMEZEKE
FVTOCI MEBIA - 49,305 - 49,305
Equity instruments at BARBEFAEMEZENRE
FVTOCI MEATA 1,166,203 41,729 422,344 1,630,276
Financial assets at BAREBF AEE
FVTPL RS RE E - 300,000 - 300,000
1,166,203 391,034 422,344 1,979,581
31 December 2017
2017412 A318
Fair value hierarchy
NABEERE
Level 1 Level 2 Level 3 Total
E—& ER - Bt
RMB'000 RMB'000 RMB’000 RMB'000
ARBTT AREBTT ARETT ARETT
Available-for-sale investments A ERE
Listed investments FHRE 1,508,158 49,973 - 1,558,131
During the period, there were no transfers between level 1 and HRN BeBRITAEAABEFEMNS

level 2 (six months ended 30 June 2017: Nil) and no transfers into
or out of level 3 for the fair value measurements of the financial

instruments (six months ended 30 June 2017: Nil).

29. EVENT AFTER THE REPORTING PERIOD

On 28 August 2018, a share award scheme has been approved by

FMEF_HzETETMNSE(EHZ
20176 A30B IENEA - &) B &

AR EHE =R (B =2017F6A30H

ERMEA - &) -

29. BREMRER

M2018F8 A28 EF @it & — B

the Board. Further details of the share award scheme have been set D EEENETE - BRI EE TSI NE—F
out in the related announcement of the Company dated 28 August HBEEHIRARFHEA2018F8 A
2018. 28 BB A S o
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GLOSSARY

76

“Board”
[EEg]

"BVI"
[(REERRES]

“China” or "PRC"

[

"Code"
[<FAI]

"Company” or “China Lesso”

[ARRR e[ B ]

“Current Ratio”
et = |

"EBITDA”"
'R 875 7 5 A 28 )

"Gearing Ratio”

[EEREE]

"Group”
[RE&EHE ]

“"HK$"
[t

“Hong Kong” or “HK"
(&%

“Listing Rules”

[ LAl

“Macau”

&P ]

“"Model Code”

[&Es7 Al

“New Fortune”

(%= 2

the board of directors of the Company

ARREFEG

the British Virgin Islands
REBERRAS

the People’s Republic of China, for the purpose of this report, excluding Hong Kong,
Macau and Taiwan
hEARKNE  RABETE  UFREES AP REY

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

ETRRAIMER 4B M R ER TR

China Lesso Group Holdings Limited
PRI EE TR AR A A

the ratio of current assets to current liabilities

HEVAER AR E B Ee R

earnings before interest, taxes, depreciation and amortisation

MERAE - BiIR - B REHATR N

the total debts divided by the sum of total debts and total equity
REBEERNEGEEN L ERBENER

the Company and its subsidiaries
RAE KA B AT

Hong Kong dollar, the lawful currency of Hong Kong

BREEEER BT

Hong Kong Special Administrative Region of the PRC
PEEFBSRIITEHER

the Rules Governing the Listing of Securities on the Stock Exchange
Bt FTEE S E MR Al

Macau Special Administrative Region of the PRC
P EDRPIE RIFTE R

the Model Code for Securities Transactions by Directors of Listed Issuers as set out
in Appendix 10 to the Listing Rules
ETRAIMTER10FTE ) E M BEITTAEFTETE SR HIR%ESFR

New Fortune Star Limited, a company incorporated in the BVI
New Fortune Star Limited * —E R ABER RS EMAILZ A A
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GLOSSARY (continued)

FA= ()

“PE"
[PEJ

"PP-R"
[PP-R)

“pvC”
[PVC]

“Quick Ratio”
[3RB) L |

“RMB”
AR

“SFO"
[58 75 R B E 1)

"Share(s)”
[ A& ]

“Shareholder(s)"”
[Ag =]

"“Stock Exchange”
[ B8 22 7 |

“Taiwan"

“tonne(s)”

[T |

“Ug
[£E ]

"US$”
E

“Xi Xi Development”

polyethylene
B&

polypropylene random
EHRREBRBRRG

polyvinyl chloride
BEE

the ratio of current assets less inventories to current liabilities

MBEERFEBRURBRENLE

Renminbi, the lawful currency of the PRC

TEZEEREE-ARY

Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong
BREDIE 7 BREF LB EDI

share(s) of a nominal value of HK$0.05 each in the capital of the Company
RATRRAH FAE(E0.058 T8I IR 7

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

The Stock Exchange of Hong Kong Limited
BERBMARGMBRAT]

the Republic of China
PERE

a unit measuring weight, equal to 1,000 kilograms
EEBEREN - BERN1,0002/T

the United States of America
EHMBEREH

US dollar, the lawful currency of US

EXBZEEEE X

Xi Xi Development Limited, a company incorporated in the BVI

[PRX R FRERABRAF  —HAREBERRESEMKIZAFA
“%" per cent

[% ] Bt

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

* 3R Bk P SRR (IR E) (B (A -
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CORPORATE
INFORMATION

ANCI-EE

BOARD OF DIRECTORS BExg
EXECUTIVE DIRECTORS HITES

Mr. Wong Luen Hei (Chairman) EHELEE(EE)
Mr. Zuo Manlun (Chief executive) It S (TTIB A8 )
Ms. Zuo Xiaoping EEFLZ T

Mr. Lai Zhigiang FEER ST

Mr. Kong Zhaocong FLICHERSE A

Mr. Chen Guonan FREIRE %5 4

Dr. Lin Shaoquan M2 EL

Mr. Huang Guirong BEREE

Mr. Luo Jianfeng gl te

Mr. Lin Dewei W&
INDEPENDENT NON-EXECUTIVE DIRECTORS BIAFHTES
Mr. Wong Kwok Ho Jonathan FRExEE

Mr. Cheung Man Yu RN TFEE

Ms. Lan Fang WALt

Dr. Tao Zhigang b 5 S =+

Mr. Cheng Dickson B 38 32 5T A
AUDIT COMMITTEE ERZEE®
Dr. Tao Zhigang (Chairman) ENE L (EE)
Mr. Wong Kwok Ho Jonathan FREZ%EE

Mr. Cheung Man Yu RN TFEAE

Mr. Cheng Dickson B 5 2 5 A
REMUNERATION COMMITTEE FMEEE
Dr. Tao Zhigang (Chairman) mERE L (FE)
Mr. Wong Luen Hei EEELE

Mr. Zuo Manlun Emtm e

Mr. Wong Kwok Ho Jonathan TESEE

Mr. Cheung Man Yu RXFEE
NOMINATION COMMITTEE REZE®
Mr. Wong Luen Hei (Chairman) BB E (FE)
Mr. Zuo Manlun it

Mr. Wong Kwok Ho Jonathan TRz EE

Ms. Lan Fang Mzt

Dr. Tao Zhigang b A+

COMPANY SECRETARY NEWE
Mr. Kwan Chi Wai Samuel HEEEE
AUTHORISED REPRESENTATIVES EERR
Mr. Zuo Manlun ot

Mr. Kwan Chi Wai Samuel BEELE
REGISTERED OFFICE HMREE

PO Box 309, Ugland House PO Box 309, Ugland House
Grand Cayman, KY1-1104 Grand Cayman, KY1-1104
Cayman Islands Cayman Islands
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CORPORATE INFORMATION (continued)
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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 2018:
3,102,418,400 shares

Market capitalisation as at 30 June 2018:
HK$15,450 million

DIVIDEND

Interim dividend per share for the six months ended 30 June 2018:
HK10 cents per ordinary share

FINANCIAL CALENDAR

Interim results announcement:
28 August 2018

Closure of the register of members for determining the entitlement to
interim dividend:
from 14 to 18 September 2018 (both dates inclusive)

Payment of interim dividend:
on or around 28 September 2018

FEARREEE X I

F

ERAE (H4R - 528318)
Gl

g7 &

BEIL4A

B28 T34

ERTEERMH

B NEE
ST
JEEHb 38 75 %%
B AL
F_FE12IE3E

&
L -
EBHARFHERAA

R An AR5 -
2128

B 12 &
ST EEEL
1,000 A%

M2018FE6 A0 HBE HTHRMHEE :
3,102,418,400 &

M 201846 A30HME :
154 5088 7T

R E
HZE201856 A30 8 1H/NE A T ERK S :
BB 1035

%A
MEIEENE
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CORPORATE INFORMATION (continued)
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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
iPR Ogilvy & Mather

23rd Floor, The Centre

99 Queen's Road, Central, Hong Kong
Tel: (852) 2136 6185

Fax: (852) 3170 6606

Email: ir@lesso.com

AUDITOR

Ernst & Young
Certified Public Accountants, Hong Kong

SOLICITOR
K&L Gates

PRINCIPAL BANKERS

Agricultural Bank of China Limited

Bank of China (Hong Kong) Limited

China Merchants Bank Co., Ltd.

CTBC Bank Co., 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
Sumitomo Mitsui Banking Corporation

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

WEBSITE

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

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

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

Reliance should not be placed on these forward-looking statements, which reflect only the
views of the directors and management of China Lesso as at the date of this report only.
The Company undertakes no obligation to publicly revise these forward-looking statements
to reflect events or circumstances that arise after publication of this report.
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Unit 3, 12th Floor, Tower 2, South Seas Centre, 75 Mody Road
Tsim Sha Tsui East, Kowloon, Hong Kong
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