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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 is covered by Hong Kong Stock Exchange's Stock Connect.
The Group provides over 10,000 types of quality products, including plastic
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 fields such 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 23 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 2,206 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

U oun

Six months ended 30 June 30June 31 December
ooed3000O0ODO 60300 120 310 Change
2019 2018 2019 2018 oo
(RMB'000) ooooooo
Revenue oo 11,137,154 10,448,302 6.6%
Gross profit oo 3,200,466 2,121,219 17.6%
Finance costs oooOo 271,492 179,961 50.9%
EBITDA oooooooo 2,281,979 1,852,431 232%
Profit before tax ooooao 1,580,927 1,299,159 21.7%
Profit for the period ogooo 1,257,390 1,005,108 25.1%
Profit attributable to owners oooooo
of the Company oooOo 1,263,701 1,041,194 21.4%
(RMB'000) goooooo
Total assets oooo 36,134,731 34,636,277 4.3%
Cash and bank deposits ooooooo 5,922,352 6,451,791 (8.2)%
Total debts® oooage 12,530,463 11,731,058 6.8%
Net debt® gooow 6,608,111 5,279,267 252%
Total equity oooo 15,598,304 15,072,865 3.5%
Share information (RMB) ooomoooo
Basic and diluted earnings per share goooooooow 0.4 0.34 20.6%
Interim dividend per share (HK cents) oooooOooooo 12 10 20.0%
Equity attributable to owners of the oo0ooooooo
Company per sharg® goooge 4.94 477 36%
Financial ratios oooo
Gearing Ratio (%) 000000 %0 445 438
Net debt to equity® (%) 000000000 'M%0 024 35.0
Interest cover' (times) ooooooO®moao 8.4 10.29
Note: ooo
(a) Represented total borrowings and debt component of convertible loans. (a) 00000o0ooooooooooog
(b) Represented total debts less cash and bank deposits. (b) J00o0o0ooooooooo
(c) Details of the calculations of the basic and diluted earnings per share of the (c) goooooooOooobooopoooooboooo
Company are set out in note 9 to condensed consolidated financial statements. goooogoeo
(d) Represented equity attributable to owners of the Company divided by the number of (d) J0o0oo0ooOo0ooUoooooOooooooo

issued Shares at the end of the reporting period.

(e) Represented net debt divided by total equity.

(f) Represented EBITDA divided by finance costs.
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MANAGEMENT DISCUSSION

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 23 advanced production bases in 16 provinces within
China 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 proactively
diversified building materials and interior decoration products, and
expanded business of environmental protection and Lesso Home, so as
to create long-term commercial synergies for the Group's overall business
while providing convenient and efficient solutions for 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 Best Supplier for Cooperation on
Batch Residential Refined Decoration Standard in Guangdong-Hong Kong-
Macao Greater Bay Area in 2019" “The Most Trusted Brand by Consumers
in 2018" “Influential Brand in China’s Interior Decoration Industry’ “Annual
Innovative Brand in China's Interior Decoration Industry’ “Preferred
Supplier of Top 500 Chinese Real Estate Development Enterprises in 2018
“China’s Top 100 Companies Award’ "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 mainland China and overseas markets,
and gave the impetus for further expansion of China Lesso’s sales network.
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MANAGEMENT DISCUSSION AND ANALYSIS
ooooood

MARKET REVIEW

In the first half of 2019, the trade dispute between China and United
States persisted. This is one of the uncertainties that continued to cloud
the prospect of the global economy. Meanwhile, China maintained
stable economic growth on the back of steady progress in the country’s
supply-side reform. During the reporting period, China pressed on with
its city-specific policies on regulating its property market and tightened
its supervision of the financing of the real estate sector in an attempt
to cool down the overheated property market. Meanwhile, the Chinese
government continued with multiple large-scale municipal projects and
urban infrastructure construction as it pursues its policies on energy
conservation and environmental protection in tandem with its ongoing
urbanisation. This resulted in a steady increase in the demand for pipes and
pipe fittings.

According to the forecast of the “Development Proposal on the China’s
Plastic Industry for the 13th Five-year Plan Period (2016-2020)" China’s
production volume of plastic pipes during that period will grow by
approximately 3% annually. By 2020, it is expected that China’s production
volume of plastic pipes will reach 16 million tonnes. In addition, under
the "Programme 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 water supply, heating, drainage and
waterlogging prevention in China. Under the Programme, China plans to
add 93,000 kilometres (“km") of new pipelines to the water supply network
and 95,000 km of new pipelines to the drainage network. The country will
also 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 add impetus to the urbanisation and regional
economic development. All these will generate enormous demand for

pipes.
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MARKET REVIEW (continued)

The rapid growth in China's demand for natural gas can also boost the
development of the pipeline industry. The “Programme for Natural Gas
Development under the 13th Five-Year Plan” stated that during the
period of the “13th Five-year Plan’ China will build 40,000 km of new
main and branch natural gas pipelines, which will result in a total length of
104,000 km in 2020. According to the “Plan for Clean Heating in Winter
in Northern China (2017-2021)" China plans to add eight new main pipes
for transmission of natural gas. After the completion of construction
and commencement of operation, the supply capacity will increase by
approximately 75 billion cubic meters per year. Meanwhile, six provinces
and cities including Beijing, Tianjin, Hebei, Shandong, Henan and Shanxi
plan to add 4,300 km of natural gas pipelines from 2017 to 2021. The
nationwide construction of infrastructure for clean heating is expected to
add impetus to the pipeline industry.

During the reporting period, the Chinese government continued to push
forward the "Action Plan for Prevention and Control of Water Pollution”
According to the requirements of the new “Law on Prevention and Control
of Water Pollution” and the related planning under the national “13th
Five-year Plan’ various local governments in China have successively
promulgated a series of pollution control policies, which will facilitate
sewage control, improve the quality of water environment, enhance
the municipal pipeline network and sewage disposal equipment, thus
generating enormous market demand for pipelines. In the “Plan for
Prevention and Control of Water Pollution in Major River Basins (2016-
2020)" the National Development and Reform Commission estimates that
investments in projects for prevention and control of water pollution in
major river basins will be around RMB700 billion in total if the objectives
of the “13th Five-year Plan” are to be met. In particular, the investment in
projects for municipal sewage disposal and the development of ancillary
facilities is estimated to be RMB316.1 billion. Meanwhile, various local
governments in China had started the pipeline network reformation plan
from which huge demand is expected.
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MANAGEMENT DISCUSSION AND ANALYSIS
ooooood

MARKET REVIEW (continued)

Last year, the State Council promulgated the “Strategic Plan for Rural
Revitalisation (2018-2022)" in which it proposed making greater effort to
construct rural infrastructure, to enhance rural water management system,
and to promote the integration of urban and rural areas. In the “Crucial
Action Plan for Pollution Control in Agriculture and Rural Areas” jointly
promulgated by the Ministry of Ecology and Environment and the Ministry
of Agriculture and Rural Affairs, it is even expressly stated that pollution
control in rural areas is of major concern, and progress need to be made in
the construction of infrastructure such as water supply system, drainage
gutter, pipeline networks for collecting and disposing of sewage. This can
add impetus to the development of pipelines.

The Chinese government put forward the “Plan for Seawater Desalination
Works Around Islands’ according to which, China intends to promote the
development, upgrade and transformation of seawater desalination works
around 100 islands in 3 to 5 years in coastal provinces and cities such
as Liaoning, Shandong, Qingdao, Zhejiang, Fujian and Hainan, actively
promoting the application of seawater desalination on larger scale. The
move to improve the marine industries was expected to enlarge the market
for plastic pipes and unveil new business opportunities for the application of
such pipes.

During the reporting period, the Chinese government continued with its
stringent regulatory measures to cool down the overheated real estate
market and its city-specific policies on regulating the property market. As a
result, growth in investment in the property sector had decelerated in the
first half of 2019, continuing the trend since last year. This, in turn, exerted
downward pressure on the growth in industry of building materials and
interior decoration. However, the country’'s consumption upgrade, further
progress in the supply-side reform, advances in the new urbanisation
and the redevelopment of old towns will bring new opportunities for the
industry.

To develop overseas markets, China has been exchanging ideas and
strengthening strategic alliances with different countries and regions for
mutual benefits. Furthermore, China took efforts to press ahead with a
large number of Sino-foreign cooperation projects, such as China-Myanmar
Economic Corridor, China-Europe Railway Express and Hambantota Port,
etc. Meanwhile, the Chinese government had spared no efforts to promote
investment in industries under the “Belt and Road Initiative” The move
can make overseas markets a driving force of Chinese companies’ growth.
Chinese companies had carried out cooperation with countries covered by
the “Belt and Road Initiative” in oil and gas projects, including infrastructure
construction. This creates massive demand for the application of pipes and
pipe fittings as well as building materials.
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RESULTS AND PERFORMANCE

The Group continued to capture the opportunities brought by national
policies and the real estate industry to consolidate the plastic piping
systems business, and actively develop the business of building materials
and interior decoration as well as the environmental protection business at
the same time, in order to broaden the revenue base for the Group. In the
first half of 2019, benefitting from the steady growth in China’s economy
and demand for infrastructure construction, China Lesso saw its revenue
increased by 6.6% to RMB11,137 million (1H2018: RMB10,448 million).
During the reporting period, gross profit rose by 17.6% to RMB3,200 million
(TH 2018: RMB 2,721 million) on the back of the Group's economies of
scale, continued expansion of production capacity of its plants and effective
strategy in procurement of raw materials. Gross profit margin reached
at 28.7% (1H 2018: 26.0%), and the net profit margin increased by 1.7
percentage points year on year to 11.3%.

The table below sets out the breakdown of revenue by business unit for the
six months ended 30 June 2019 and 2018:
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gobooooboooobooboobooooo
oooooooooooooooooooo
goOoo0ooO0ooO0ooOoOoobooooooooo
20090 0000000000000000O00
oooooobooobocoOoboboOobobOoUObOe66%
oooomm3zooozoitscooooobogono
04480 0000000000000 O0OOO
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gz2018000o0O0OO0O0O0272100000000
028.7%4120180000026.0%1100000
oboo01.70000011.3%0

Oooo0o0o0O20190020180 60300000
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Revenue % of total revenue
oo 0000 %
2019 2018 2019 2018
RMB million RMB million Change
ooopooo 0O0ooooo oo
Plastic piping systems ooopooo 10,067 9,400 7.1% 90.4% 90.0%
Building materials and interior oooooo
decoration products 512 559 2.3% 5.1% 5.3%
Others? oo¢# 498 489 1.8% 4.5% 4.7%
Total oo 11,137 10,448 6.6% 100.0% 100.0%
# “Others” includes businesses of environmental engineering and other related # 000000000 ooooooooooo

services, financial services and others.

For the six months ended 30 June 2019, the number of the Group's
independent and exclusive first-tier distributors nationwide increased
to 2,206 (1H 2018: 2,172). Southern China remained the Group's major
revenue contributing market, and revenue from Southern China and other
regions accounted for 54.5% and 45.5% (1H 2018: 54.6% and 45.4%)
respectively of the Group's total revenue.

oooooo
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MANAGEMENT DISCUSSION AND ANALYSIS
ooooood

RESULTS AND PERFORMANCE (Continued)

The table below sets out the breakdown of revenue by region for the six
months ended 30 June 2019 and 2018:

O000Oooo

ooobooozoebOz20eben 3O
gooobobooooooo

Revenue % of total revenue
oo 0000 %

2019 2018 2019 2018

RMB million RMB million Change

Region* oot gooood gooood oo
Southern China oa 6,076 5,709 6.4% 54.5% 54.6%
Southwestern China oo 1174 1,206 2.7)% 10.5% 11.5%
Central China oo 1,292 1,273 1.5% 11.6% 12.2%
Eastern China oo 658 560 17.5% 5.9% 5.4%
Northern China oo 800 686 16.5% 1.2% 6.6%
Northwestern China oo 485 3% 22.8% 4.8% 3.8%
Northeastern China oag 239 221 84% 2.2% 2.1%
Qutside China oooo M3 398 3.8% 3.1% 3.8%
Total oa 11,137 10,448 6.6% 100.0% 100.0%

Details of the scope of coverage of each region are set out in note 3 to condensed
consolidated financial statements.

Over the years, the Group reduced the pressure stemmed from rising raw
materials and production costs by means of economies of scale, production
automation and effective strategy in the procurement of raw materials,
while actively enhancing operational efficiency, optimising its product
portfolio and expanding market coverage. All these contributed to the
sustainable development and profitability of the Group.

The Group's EBITDA increased by 23.2% to RMB2,282 million during the
reporting period (1H 2018: RMB1,852 million), and the EBITDA margin
was 20.5% (1H 2018: 17.7%). Profit before tax increased by 21.7% to
RMB1,581 million (1H 2018: RMB1,299 million). Profit attributable to
owners of the Company increased by 21.4% to RMB1,264 million (1H
2018: RMB1,041 million). Basic earnings per share increased by 20.6% year
on year to RMBO0.41 (1H 2018: RMBO0.34). The effective tax rate reduced to
20.5% (1H 2018: 22.6%).
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BUSINESS REVIEW AND OUTLOOK
PLASTIC PIPING SYSTEMS

The Chinese government continued to promote various policies on energy
conservation and environmental protection such as “Switching from Coal
to Gas as Source of Energy” and "Action Plan for Prevention and Control
of Water Pollution’ and implemented the planning for piping and pipeline
networks. This has generated a stable demand for plastic pipes and pipe
fittings. For the six months ended 30 June 2019, the Group's business of
plastic piping systems maintained steady growth on the back of the steadily
increasing demand from the Chinese construction industry and the demand
from urbanisation redevelopment and the projects of rural water supply
and drainage systems construction. However, the progress of certain
construction projects of the Group's clients was affected by severe weather
in the coastal regions of Southern China during the reporting period. This
restrained the sales volume growth of plastic piping systems business.
During the reporting period, the revenue from plastic piping systems
business increased by 7.1% to RMB10,067 million (1H2018: RMB9,400
million), accounting for 90.4% of the Group’s total revenue (1H 2018:
90.0%).

The table below sets out the breakdown of revenue from plastic piping
systems by region for the six months ended 30 June 2019 and 2018:

googogod
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Revenue % of revenue
god 000 %

2019 2018 2019 2018

RMB million RMB million Change

Region oo Jooooo O0oDoooo oo
Southern China 0o 5,437 5,142 57% 54.0% 54.7%
QOther than Southern China goooooo 4,410 4,066 85% 43.8% 43.3%
Qutside China oooo 220 192 14.2% 2.2% 2.0%
Total 0o 10,067 9,400 7.1% 100.0% 100.0%
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MANAGEMENT DISCUSSION AND ANALYSIS
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BUSINESS REVIEW AND OUTLOOK (continued)
PLASTIC PIPING SYSTEMS (Continued)
The table below sets out the breakdown of revenue from plastic piping

systems business by product application for the six months ended 30 June
2019 and 2018:

00000 Oooo
0oo0o0oooooo
00O00002019002018060300000

gooooooooooobooboooooo
od

Revenue % of revenue
oo 000 %

2019 2018 2019 2018

RMB million RMB million Change

0oooO00 Oooooa oo
Water supply oo 3928 3,667 7.1% 39.0% 39.0%
Drainage oo 3,805 3,608 5.5% 37.8% 38.4%

Power supply and oooao
telecommunications ooao 1,776 1,633 87% 17.6% 17.4%
Gas transmission oooo 165 184 (10.4)% 1.7% 1.9%
QOthers? oot 393 308 27.5% 3.9% 3.3%
Total oo 10,067 9,400 7.1% 100.0% 100.0%
# “Others” includes agricultural applications, floor heating and fire services. # goooooooooooooog

The Group also continued to boost sales volume of plastic pipes and pipe
fittings such that sales volume of the plastic piping systems increased by
2.5% year on year. In terms of product materials, sales volume of PVC
products increased by 0.7% to 777,899 tonnes (1H 2018: 772,412 tonnes)
while that of non-PVC products increased by 8.9% to 231,954 tonnes (1H
2018: 213,006 tonnes). Revenue from sales of PVC products increased
by 3.8% to RMB6,355 million (1H 2018: RMB6,124 million) while that of
non-PVC products increased by 13.3% to RMB3,712 million (1H 2018:
RMB3,276 million).

The Group always determines its product price on a cost-plus basis.
During the reporting period, the Group strived to maintain its gross profit
margin at a reasonable and healthy level by effectively controlling the costs
of raw materials and production through economies of scale, massive
procurement from raw materials suppliers and other measures. As the
average cost of raw materials increased by 0.9% year on year, the Group
raised the average selling price of its plastic piping systems by 4.5% to
RMB9,969 per tonne (1H 2018: RMB9,539 per tonne). The gross profit
margin at the plastic piping systems business reached 29.4% (1H 2018:
26.8%).

China Lesso Group Holdings Limited 000000000000
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BUSINESS REVIEW AND OUTLOOK (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 2019 and 2018:
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Average selling price Sales volume Revenue
oood 00

019 018 019 18 019 018
RMB RuiB Change Tonne Tonng Change RMB million RMB million Change
o0oog ooog oo 0 0 gp o ooogooo  oooooo oo
PVC products ACOD 8170 19 30% 17189 nan 07% 6,355 6124 38%
Non-PVC products® oAcoD! 16,003 15378 41% 231,954 213006 89% 3n 3276 133%
Total oo 9969 9539 45% 1,009,853 985418 25% 10,067 9400 1%

# “Non-PVC" plastic pipes and pipe fittings mainly refer to those made of PE or PP-R. # JOoPVCOOOOODDOOOOOOPEDPPRODO

The Group actively raised the level of its automatic and smart production
and strived for full mechanisation of the production of pipe products so
as to improve the overall production capacity, quality and efficiency and
satisfy the market's demand. During the reporting period, the Group's
annual designed capacity for the production of plastic pipes and pipe fittings
expanded to 2.69 million tonnes from 2.62 million tonnes in 2018, with a
capacity utilisation rate of 80.7%.

In order to grasp the opportunity in China’s “Belt and Road Initiative’ the
Group gave its nationwide network of production bases across China full
play and actively sought prospective business partners. In May this year,
the Group signed a strategic partnership agreement with Xinjiang Ba Steel
International Trade Co., Ltd.* to jointly develop the markets of Central
Asia and Xinjiang. By leveraging Xinjiang Ba Steel International Trade Co.,
Ltd.'s* well-developed sales channels and high-quality customer base in
five Central Asian countries, the Group can sell its products to Central Asia
in the future, increase its brand awareness there and develop a new growth
driver of sales.
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BUSINESS REVIEW AND OUTLOOK (continued)
PLASTIC PIPING SYSTEMS (Continued)

The Group has been progressively expanding its production capacity
according its needs on business development. Looking ahead, the Group
will continue to enhance its core competitiveness by actively introducing
smart technology into its production plants and updating the equipment
there. It will also improve the efficiency of such intelligent plants and its
information system. Meanwhile, the Group will continue its effort to have
its production base fully automated and to further improve machinery and
ancillary facilities in its existing production base in order to raise the level
of automation and accelerate the production process. This will help expand
the production capacity and raise the production efficiency. In addition,
the Group will also continue to step up its effort to innovate and conduct
research and development, with a focus on cutting-edge technologies in
the industry of pipes and building materials. This can ensure that the Group
leads the industry in technology and provides diverse and quality products.

The scope of applications of plastic pipes and pipe fittings had been
extended because of the steady progress in China’s plan for national
development and the robust demand in the field of infrastructure
construction. This, in turn, has generated more opportunities for business.
The central government continues to invest heavily in the construction of
Xiong'an New Area and other infrastructure projects, thus boosting the
demand for plastic pipes and pipe fittings. In addition, it is believed that
progress on certain construction projects of the Group's clients will be
improved in the second half of the year when it will be free from the impact
of severe weather. 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. Overall, management
is fully confident in the future development of the plastic piping systems
business, and believes that it will continue to deliver a solid and satisfactory
business performance for the Group.
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BUSINESS REVIEW AND OUTLOOK (continued)
BUILDING MATERIALS AND INTERIOR DECORATION PRODUCTS

In the first half of 2019, the Chinese central government pressed on with
its city-specific policies on regulating China's property market. This resulted
in deceleration in the growth of commodity property sales in terms of
both value and gross floor area. However, during the reporting period,
the new type of urbanisation and projects of redevelopment of old towns
continued to boost the demand for refined decoration and redecoration,
thereby driving up the performance of the business of building materials
and interior decoration products. The business recorded a revenue of
RMB572 million, which accounted for 5.1% of the Group’s total revenue. In
the second half of 2019, the Group will seize the opportunity brought by the
new type of urbanisation and the projects of redevelopment of old towns,
maintain growth in revenue at the business of building materials and interior
decoration products, and increase the proportion of the revenue from this
business to the Group's total revenue. At the same time, the Group will step
up its effort to market its products to existing customers, actively engage
new customers and increase sales by providing diverse products. China's
ongoing new urbanisation will enable the Group's business of building
materials and interior decoration products to achieve synergy with its
businesses of other product lines. This will add impetus to the development
of the business of building materials and interior decoration products.

OTHERS
Environmental Protection Business

To grasp opportunities in the Chinese government's environmental
protection initiatives, the Group has been developing environmental
protection business in recent years. The Group actively capitalised on
municipal projects in various fields by tapping the demand for plastic
pipes and pipe fittings brought by the treatment of sewerage and river,
soil restoration, the construction of underground pipeline gallery and
sponge city and the installation of integrated water purifiers. This will
enable synergy between the Group’s environmental protection business
and its plastic piping systems business for the long term. During the
reporting period, the environmental protection business steadily developed,
and generated income of RMB151 million. In the future, the Group will
endeavour to develop a business of treating hazardous and solid wastes
and actively explore opportunities for mergers and acquisitions while
maintaining steady development of the existing environmental protection
business.
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BUSINESS REVIEW AND OUTLOOK (continued)
OTHERS (Continued)
Lesso Home

To capitalise on the Chinese government's “Belt and Road Initiative’
the Group develops a business named “Lesso Home"” with the aim of
bringing “One-Stop Specialised Market for Home Furnishing Products” to
the overseas markets. Lesso Home aims to build a multinational platform
for Chinese manufacturers of home furnishings, building materials and
other consumer products to showcase their products and facilitate the
distribution and retailing of such products. Lesso Home will also provide
ancillary services, including marketing and branding. During the reporting
period, “Lesso Home" recorded a revenue of RMB137 million.

The Group has 13 sites reserve in the United States, Canada, Australia,
Thailand, Indonesia and the United Arab Emirates. All of the lands are
located close to major metropolitan areas. The Group aims to develop
the largest one-stop showroom markets specialising in home furnishing
products on these sites in its respective local markets. Tenants will
independently operate their own showrooms, and sell their products
directly to local traders, retailers and consumers. During the reporting
period, the Group entered into a joint venture agreement with a Myanmar
property company to further expand local markets. The Group is confident
that the “Lesso Home" business will become another growth driver for the
Group in the long run.
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CAPITAL EXPENDITURE

The Group's capital expenditure for the first half of 2019 was approximately
RMB2,174 million, which was primarily used for improvement of automated
facilities in production bases, expansion of the existing production bases
and acquisition of properties in foreign countries.

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 2019, the Group had total debts (i.e. total borrowings and
debt component of convertible loans) of approximately RMB12,530 million,
of which 52.4% was denominated in US dollar, 21.6% was denominated
in HK dollar, 21.5% was denominated in RMB, 3.3% was denominated in
Australian dollar and 1.2% was denominated in Canadian dollar. Other than
the approximately US$56 million of the outstanding convertible loans at an
effective interest rate of 7.240 per annum and due in 2022, the Group's
borrowings are subject to effective interest rates ranging from 2.77% to
5.39% per annum with maturity periods ranging from within one year to
more than five years.

As at 30 June 2019, the Group’s current assets and current liabilities were
approximately RMB15,312 million and RMB 13,444 million respectively. The
Group's Current Ratio maintained at 1.14, while the Quick Ratio decreased
to 0.83 from 0.87 as at 31 December 2018. The Group's total equity
increased to approximately RMB15,598 million. The Group's Gearing Ratio
stood at a healthy level of 44.5%.

With cash and bank deposits, including restricted cash, of approximately
RMB5,922 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.
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CHARGE ON ASSETS

As at 30 June 2019, certain of the Group’s other financial assets with an
aggregate net carrying amount of approximately RMB35 million were
pledged to a bank to secure the banking facility granted, but this banking
facility has not been utilised. The secured bank loans were secured by the
concession rights of a subsidiary and personal guarantee provided by a
shareholder of that subsidiary.

CONTINGENT LIABILITIES

As at 30 June 2019, the Group did not have any significant contingent
liabilities.

HUMAN RESOURCES

As at 30 June 2019, the Group employed a total of approximately 12,100
employees including directors. Total staff costs were RMB602 million
during the reporting 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 and shares award may be distributed to employees based
on individual performance. Other benefits to employees include medical
insurance, retirement scheme and training programmes.
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SIGNIFICANT INVESTMENTS
FINANCIAL INVESTMENTS

As at 30 June 2019, the Group held long-term and short-term financial
investments of approximately RMB1,562 million (31 December 2018:
RMB1,853 million) and RMB8 million (31 December 2018: RMB47 million),
respectively. The investment portfolio comprised of 45.0% listed equity
securities (issued by PRC-based home improvement and furnishings
shopping malls operating company and PRC based environmental
companies), 16.9% listed debt securities, 2.2% listed non-cumulative
redeemable preference shares, 0.6% listed perpetual capital securities and
35.3% unlisted securities. Each of these investments has a carrying amount
accounting to less than 5% of the Group's total assets as at 30 June 2019.

During the reporting period, the Group recognised a realised disposal gain
of approximately RMB55 million, unrealised mark-to-market valuation loss
of approximately RMB107 million due to volatile global capital market and
recognised approximately RMB2 million of exchange loss on translation.
Income from the portfolio amounted to approximately RMB2 million in the
reporting period, representing interest incomes.

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 investees 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 2019, the Group's investment properties were approximately
RMB5,858 million. Increase in investment properties was mainly
attributable to the capitalisation of construction costs on certain investment
properties under development, addition of investment properties and the
translation effects during the reporting period.

Among these investment properties, the mall in Toronto, Canada are
existing properties, the malls in Long Island, US 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.
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SIGNIFICANT INVESTMENTS (Continued)
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 2018 at a consideration of
HK$974 million. Xingfa Aluminium is one of the leading aluminium profile
manufacturers in China. The Group considers Xingfa Aluminium 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 2019, Xingfa Aluminium
recorded a revenue of RMB4,955 million, and profit attributable to the
shareholders of Xingfa Aluminium was RMB237 million.

Save as disclosed above, the Group did not have any significant
investments as at 30 June 2019.
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CORPORATE GOVERNANCE AND

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 2019. 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, 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
reporting period.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as the code governing
securities transactions by directors of the Company. Having made specific
enquiry to the directors, all of them confirmed that they have complied
with the required standards as set out in the Model Code throughout the
reporting period. The Model Code is also applicable to other specific senior
management of the Company.

OTHER INFORMATION
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CORPORATE GOVERNANCE AND OTHER INFORMATION
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2019, the interests and short positions of the directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of SFO) as recorded in the register to be kept by the
Company pursuant to section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code were as
follows:

gogbogouoobooouoago
googooggod

0201906030000 0000000000O
ooo0ooO0oDO0O0ooOooOooOoogoogXxv
obooooooooooOoooooooooo
OoO0oooOooboOoOooosk2000000000
oboooooooooobooocoooooooo
obooooooooooo

Number and capacity of shares of the Company interested
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Percentage of
the issued

Interests of share capital of
Name Beneficial owner spouse Other interests Total the Company
gooo
goood
oo ooooo oooo oooo 0o oooo
Wong Luen Hei - 2,308,000 (L) © 2,122,485,000 (L) @@ 2,124,793,000 (L) 68.49%
ooo
Zuo Xiaoping 2,308,000 (L) © - 2,122,485,000 (L) 1@ 2,124,793,000 (L) 68.49%
ooo
Zuo Manlun 4,642,000 (L) - - 4,642,000 (L) 0.15%
ooo
Luo Jianfeng 1,927,000 (L) - - 1,927,000 (L) 0.06%
ooo
Note: ooo
(a) The letter “L" denotes the person'’s long position in such securities. (a) L0000 0ooooooooo
(b) These shares of the Company are held by New Fortune, which was wholly-owned by (b) goooooooo0ob000O0000o0ob00b0o

Xi Xi Development and ultimately owned by UBS Trustees (B.V.l.) Limited, as trustee
of a discretionary trust (the “Trust”), the settlor of which is Mr. Wong Luen Hei (“Mr.
Wong"). The discretionary beneficiaries of the Trust included Mr. Wong and his
family members. Both Mr. Wong and Ms. Zuo Xiaoping are taken to be interested in
the said shares of the Company held by the Trust under the SFO.

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

(d) These shares related to the same block of shares in the Company as set out in note
(b) above.

Save as disclosed above, as at 30 June 2019, none of the directors or
chief executive of the Company had any interests or short positions in
any shares, underlying shares and debentures of the Company or any of
its associated corporations that was required to be recorded pursuant to
section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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INTERESTS AND SHORT POSITIONS OF OTHER
SHAREHOLDERS PURSUANT TO SFO

As at 30 June 2019, the following persons (other than a director or chief
executive of the Company) had interests or short positions in the shares or
underlying shares of the Company as recorded in the register required to be
kept under section 336 of the SFO:
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Number of issued Percentage of the issued
Name of Shareholders Capacity ordinary shares held @ share capital of the Company
oooooo ooooooo
oooao 0o ooooogw oooooo
UBS Trustees (B.V.l.) Limited Trustee 2,122,485,000 (L) ® 68.41%
UBS Trustees (B.V.l.) Limited ooo
Xi Xi Development Interests of controlled corporation 2,122,485,000 (L) ® 68.41%
oooao oooooo
New Fortune Beneficial owner 2,122,485,000 (L) ® 68.41%
ooo ooooo
Note: ooo
(a) The letter “L" denotes the person'’s long position in such securities. (a) 0oLl oooooooooooo
(b) These shares relate to the same block of shares in the Company as those set out in (b) go0o0ooo0oooo0o0ooDOoooooooo

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 2019, 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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SHARE AWARD SCHEME

On 28 August 2018, the Company adopted a share award scheme (the
"Scheme"”) to recognise the contributions by certain eligible persons to the
Group and to offer suitable incentives to attract and retain targeted talent
and personnel for the continual operation and future development of the
Group. On 29 November 2018, a trust deed (the “Trust Deed”) was entered
into between the Company as settlor and Computershare Hong Kong
Trustees Limited as trustee (the “Trustee") in relation to the establishment
of a trust (the “Trust”). Pursuant to the rules of the Scheme, Shares will
be purchased by the Trustee from the open market out of cash contributed
by the Company, and shall not exceed HK$750 million and be held on trust
for the selected participants until such Shares are vested with the relevant
selected participants in accordance with the rules of the Scheme. The
Scheme is a discretionary scheme of the Company and shall be subject
to the administration of the Board and the Trustee in accordance with the
rules of the Scheme and the Trust Deed. The Scheme does not constitute
a share option scheme within the meaning of Chapter 17 of the Listing
Rules. The Scheme will remain in force for a period of 10 years since the
date of adoption of the Scheme. Early termination of the Scheme may be
elected by the Board, provided that such termination shall not affect any
subsisting rights of any selected participants. For details, please refer to
the announcement made by the Company on 28 August 2018. Since the
date of adoption of the Scheme and up to the date of this report, no shares
have been awarded under the Scheme. As at 30 June 2019, there were
22,991,000 shares held in the Trust under the Scheme.
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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 2019. The
maximum number of Shares issued and to be issued upon the exercise
of the options granted to any 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 any particular option shall
be the 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.

goodg

gobOzoo0b60M40mOOO0OO0mOOOO
gboooooobOoomoooobOooon
oooooooooooOoooooooooo
ooooooooooobooocoooobooooo
gbOz0o00e0900000C0OOOOOCOO
ooooooooooooooooboooooo
od

gobooboooooooob@oobooomo
O@OO0OO0OO0O00O0O0O00O000O0O0O0O0
oobooooOooooobooocOooboooOoOooo
oboboobooooooooobooobooboboo
O0O0oo0ooooooooooooo(b)
gooboboooooooboboooooooo
ooooo0M@e)oobooboooooo
gooooooooooooboooobooo
000000 OOb00o0ooobooooooon
oooboooooooo0oboOoooooooo
oooooMmooooo0o0ooo0o0o0oobo0on
goooooboooooobooboboooon
ooooooDOOooO0ooggEub @O (o
goooobooogo

oooooooooooooboboooooo
ooboooooooooobocoooooooboo
0 0003000000000 000002019060
300000000967%00001120000
ooooO0ooDbOOoo0OO00oDOobODoobOOoDOO
ooOoo0ooDOO0OboOobooooOooboooo
oooooocoooooooooOooOoooo
1%0000000000000000000
ooooobDooOoOoocoooooobooooo
oooooooooOoooooooobooooo
ooooooOoOOoO@bOOoObObOOobOoOOOon
OO0DoOO0ODOOoO0ODOOO0ODOOO0DOOO0O0OO (el
ooooOoooooooOoooOooooooo
oooocOoOooooo

Interim Report 2019 000 0O

23



CORPORATE GOVERNANCE AND OTHER INFORMATION

ooogobodgd

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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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 I.

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 1.55% 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.
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DISCLOSURE PURSUANT TO RULES 13.18 AND
13.21 OF THE LISTING RULES (continued)

()

On 6 May 2019, the Company as guarantor and its wholly-owned
subsidiary as borrower entered into a facility agreement (the
“Convertible Loan Facilities Agreement”) in relation to convertible
loan facilities in the aggregate amount of US$100 million at an interest
rate of 3% per annum with the lender. The final maturity date in
respect of each facility is the date which is 36 months after the date
of the utilisation of that facility.

Pursuant to the Convertible Loan Facilities Agreement, it is required
that as at the date of the Convertible Loan Facilities Agreement,
the date of each utilisation request and the first day of each interest
period with respect to the relevant facility, (i) the Wong Family must
beneficially own (whether directly or indirectly) in aggregate at least
51% of the issued share capital of the Company and such share
capital cannot be subject to any security or quasi-security, and (ii) the
Company must beneficially own, directly or indirectly, at least 51%
of the total number of issued shares of the borrower. Otherwise,
a failure to do so will be deemed an event of default under the
Convertible Loan Facilities Agreement.

On 30 July 2019, the Company as guarantor and its wholly-owned
subsidiary as borrower entered into a facility agreement (the “Facility
Agreement Il1") in relation to dual currency syndicated term loan
and revolving credit facilities in the equivalent amount of US$900
million at an interest rate of LIBOR/HIBOR plus 1.60% per annum
with syndicate lenders. The final maturity date under the Facility
Agreement lll is the date falling 48 months after the first utilisation
date.

Pursuant to the Facility Agreement Ill, 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 1.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The share award scheme (the “Scheme”) of the Company was adopted by
the Company on 28 August 2018. The trustee of the Scheme, pursuant to
the rules and trust deed of the Scheme, purchased on the Stock Exchange a
total of 22,991,000 shares of the Company at a total consideration of about
HK$99.98 million. Save as disclosed above, neither the Company nor any
of its subsidiaries had purchased, sold or redeemed any of the Company's
listed securities during the reporting period.

INTERIM DIVIDEND

The Board has declared an interim dividend for the six months ended
30 June 2019 of HK12 cents per share (the “Interim Dividend”) to the
Shareholders and is expected to be distributed to those entitled on Monday,
23 September 2019. A final dividend of HK20 cents per share was paid on
Monday, 17 June 2019 in respect of the year ended 31 December 2018 to
shareholders during the reporting period.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Tuesday, 10
September 2019 to Thursday, 12 September 2019, 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, Computer share 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 Monday, 9 September 2019.

EVENT AFTER THE REPORTING PERIOD

The Company and its wholly-owned subsidiary entered into the Facility
Agreement Ill, details of which are set out in paragraph (D) to the section
headed “Disclosure Pursuant to Rules 13.18 and 13.21 of the Listing
Rules”
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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
Juotbobotdoototd

|
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 30 to 85, which
comprise the condensed consolidated statement of financial position as at
30 June 2019, 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.
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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

26 August 2019
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CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Joodouogotogbotdgd

Six months ended 30 June 2019 | O 0 20190 60 300 0000

Six months ended 30 June
goed3po000nOO0

2019 2018
Note RMB'000 RMB'000
oa ooooao ooooo
(Unaudited) (Unaudited)
gooooo oooooo
REVENUE oo 4 11,137,154 10,448,302
Cost of sales oooo (7,936,688) (7,727,083)
Gross profit oo 3,200,466 2,721,219
QOther revenue, income and gains oooooooooao 4 152,182 118,828
Selling and distribution expenses goooooao (519,045) (511,197)
Administrative expenses oooo (564,424) (473,807)
Impairment losses on financial and contract assets 00ooooooooon (11,664) (4,287)
Other expenses oooa (423,651) (400,524)
Finance costs oooa 5 (271,492) (179,961)
Share of results of associates oooooooo 18,148 28,721
Share of results of joint ventures oopoooooo 407 167
PROFIT BEFORE TAX ooooo 6 1,580,927 1,299,159
Income tax expense ooooo 7 (323,537) (294,051)
PROFIT FOR THE PERIOD oooo 1,257,390 1,005,108
OTHER COMPREHENSIVE INCOME/(EXPENSE) ooooooooooag
[tems that may be reclassified subsequently to profitorloss: 0 OOO0O00OO0O0O0O0OO0OOO
Changes in fair value of debt instruments at fair value 00o0o0oOooooooooo
through other comprehensive income oo0ooooooooo 10,920 (4,501)
Share of other comprehensive income of an associate, go00ooOoOoooDoooo
net of tax doooooo (97) 601
Exchange differences on translation of foreign operations goopoooooooooo 17,346 (98,016)
28,169 (101,916)
[tems that will not to be reclassified to profit or loss: 0o0o0oooOooooooooo
Changes in fair value of equity instruments at fair value oooooooooooooao
through other comprehensive income 0ooooooooon (147,054) (346,766)
OTHER COMPREHENSIVE EXPENSEFORTHEPERIOD OO0 0000 (118,885) (448,682)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD oooooooo 1,138,505 556,426
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Six months ended 30 June
goed3po000nOO0

2019 2018
Note RMB’000 RMB'000
oo oooogo ooooo
(Unaudited) (Unaudited)
gooooo oooooo
Profit for the period attributable to: ooopoooooao
Owners of the Company oooooo 1,263,701 1,041,194
Non-controlling interests ooooo (6,311) (36,086)
1,257,390 1,005,108
Total comprehensive income for the period attributable to: goooooooooooo
Owners of the Company oooooao 1,138,130 594,605
Non-controlling interests ooooo 315 (38,179)
1,138,505 556,426
EARNINGS PER SHARE ATTRIBUTABLETOOWNERS O O0O0OO000O0O
OF THE COMPANY onooo
Basic and diluted ooooo 9 RMBO0.41 RMB0.34
ooooeso 0000340
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION
Juotdoddn

As at 30 June 2019 | 0 20190 60 300

32

30 June 31 December
60300 120 310
2019 2018
Note RMB'000 RMB'000
oo goooo goood
(Unaudited) (Audited)
gooooo gooog
NON-CURRENT ASSETS ooooo
Property, plant and equipment gooooooao 10 8,062,465 7,478,765
Prepaid land lease payments goopoooo 10 - 1,337,959
Right-of-use assets ooooo 10 1,564,556 -
Investment properties oooo " 5,858,217 4,650,423
Deposits paid for the purchase of land, goopooooboooboo
property, plant and equipment oooooao 969,183 1,731,202
Goodwill oo 365,122 363,133
QOther intangible assets ooopooo 254,882 257,787
Interests in associates ooopooooo 12 1,400,007 1,375,567
Interests in joint ventures ooopooooo 9,710 9,303
QOther financial assets oooooo 13 1,562,489 1,852,511
Loan receivables pooo 14 201,467 163,422
QOther non-current assets poooooo 401,708 360,097
Contract assets oooo 16 83,048 84,651
Deferred tax assets pooooo 90,140 88,130
Total non-current assets goooooao 20,822,994 19,752,950
CURRENT ASSETS gooo
Inventories oo 15 4,125,051 3,521,214
Contract assets oooo 16 307,034 327,219
QOther financial assets oooooo 13 8,255 47,649
Loan receivables oooo 14 335,416 355,470
Trade and bills receivables goooooooo 17 2,839,623 2,379,447
Prepayments, deposits and other receivables gooooooooboooo 18 1,774,006 1,800,477
Cash and bank deposits poooooao 19 5,922,352 6,451,791
Total current assets ooopoo 15,311,731 14,883,327
CURRENT LIABILITIES oooo
Contract liabilities goooo 16 1,250,572 1,482,994
Trade and bills payables ooooooooa 20 4,650,430 4,271,323
QOther payables and accruals 0ooDoooooooao 21 137,586 927,482
Tax payable oooo 189,049 272,780
Borrowings oo 22 6,530,047 6,144,492
Lease liabilities pooo 86,216 -
Total current liabilities oooooo 13,443,900 13,105,071
NET CURRENT ASSETS oooooao 1,867,837 1,778,256
TOTAL ASSETS LESS CURRENT LIABILITIES ooooooooo 22,690,831 21,531,206
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30 June 31 December

60300 120 310
2019 2018
Note RMB’000 RMB'000
oo goooo goooo
(Unaudited) (Audited)
gooooo goooo

NON-CURRENT LIABILITIES ooooo
Borrowings oo 22 5,617,435 5,586,566
Convertible loans ooooo 23 382,981 -
Lease liabilities oooo 118917 -
QOther long-term payables ooopooooo 108,591 109,546
Derivative financial instruments oooooo 24 6,592 6,592
Deferred tax liabilities oooooo 651,346 572,967
Deferred income oooo 206,665 182,670
Total non-current liabilities ooooooo 1,092,527 6,458,341
Net assets oooo 15,598,304 15,072,865

EQUITY 0o

Share capital oo 25 135,344 135,344
Reserves oo 15,200,743 14,667,985
Equity attributable to owners of the Company oooooooooo 15,336,087 14,803,329
Non-controlling interests ooooo 262,217 269,536
Total equity oooo 15,598,304 15,072,865

Wong Luen Hei
ooo

Director

oo

Luo Jianfeng

ooo
Director
oo
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

Jougodgod

Six months ended 30 June 2019 | 0020190 603000000

Aributabletoowmers of the Company

34

nooooooo
Shares held Fairvalue ~ Exchange  Convertible Non-
Share Share  forshare  Stattoy  Capital  Merger revaluation  flctuafion loansequity  Retained controlling
capil  premium awardscheme  resene®  resene®  resene resene resene resene profit Total  interests  Total equity
0ooo
0ooo 0000 0000 00000
00 [0ooo 00 0OOO® 0000 Qooo 0ooo 00 0000 Oooo 00 00000 Oo00
RMBOOD  RMBOOO  RMBON  RMBOW  RMBOM  RMBOOD  RMBOM  RMBOM  RMBON  RMBON  RMBUN  RMBON  RMBON
00000 00000 00000 OOOOO DOOOO D0COOOO DOOOO DOOOO DOOOO0 OOOOD OOOOC 0OODD 0000
At Jenuary 2019 omen1o10 153 1905618 - K () 555 (e (1) N 117 K 1 1713
Proftforthe period oooo - - - - - - - - - mn s (B3 12530
Otercompretensie expensefortepeied ~— DO0O0000 - - - - - - %R 105 - - (15 66% (18885
Toraoomprehersieoome forheperiod D00 00000 - - - - - - (1% 1053 - 1w 11 I 118505
Roguitionof non-cortrllng et goooooo - - - = (3360) = = - - - ) I 1) I 1
Captalcotrbuions rom nonoonrolingintgrests 0000000 - - - - - - - - - - - 380 300
Nor-zontroling inteests arisng fom opooooo
business combiation 0oooo - - - - - - - - - - - i} i}
Tranferof far value resene upon oooooopooo
the disposalof equity instruments ooooooo
atfairvalue oughother 0oooonao
comprfensie income 0ooooo - - - - - - (4904 - - 5490 - - -
Isuance ofcomertil ons e 23] 000000mMoonan - - - - - - - - 1642 - 1642 - 1642
Dvidends ecognied as disruions o oooooooooo
onnes ot ) 0maoe - - - - - - - - SO 1 I 1| - )
Sharespuchased forshareanardscheme. 00000000000 - - (25,0) - - - - - - - (85.440) - (64400
Aopropriation o tatutor esene goooooo - - - 181 - - - - - (180) - - -
At 30 une 2019 0meoeo 0
(Unauite) 0ooooo 1530 105618 (BM0F 2070 (RNF SRS (6288F  (1S6M8F 1642 1MTRME BT R0 155%3M

These reserve accounts comprise the reserves of RMB15,200,743,000 in the

condensed consolidated statement of financial position as at 30 June 2019.
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Attributable to owners of the Company

gooooooo
Fairvalie Eichange Nor-
Share Share Stautory Capital Meger — reluation  fluctuation Retaned contoling
capial premium Tesere’ Tesere” Tesere Tesene Tesere profits Total ntgrests— Totalequiy
gooo  oooo
00 0000 0000 0OOOW OOoO OO0 00 0ooo 00 00000 0O0O0O
RVB000 RvB 00 RvB 00 RVB00 RVB00 RVB00 RVB00 RVBO00 RVBO00 RVBO00 RVBO00
poooo ooooo ooOooo ooOOO OoOoOOO OOoOO OOCOO OOCOO OOCOO OOCOO Oooo;o
At January 2018 0201010 13534 1906518 1,678 064 853 5515 105103 U 95063% 13489915 %56 13783491
Proftfor the period oood - - - - - - - 1041194 1041194 (36,066) 1,005,108
Other comprehensive expense forthepeiod 00000000 - - - - - (351.267) %32 - (146,589 2099 (448,687
Totalcomprehensive incomefor e perid 00000000 - - - - - (361,267) (3 104019 594,605 (38179 56426
Capita contbutions fromoncontollng - OO D00
Interests oo - - - - - - - - - 13448 13448
Disposal of subsiciaries gooooo - - - - - - - - - 6079 6079
Dividends ecognised asdistrbutionsto 0000000000
ouners note 6] 0moog - - - - - - - (156533 (1565633 - (45653
Aoproprition o statutory reserve ooooooo - - ] - - - - (&31) - - -
At30June 2018 02080 60300
(Unaulted) oooooo 13534 1905618 16784% 8034 5915 (145564) (050 1009045 1360887 a9 139081
Note: ooo
(a) In accordance with the Company Law of PRC, each of the Company’s subsidiaries (a) jJ000d0000o0o0o00ooO0ooOoooooooo
registered in PRC is required to appropriate 10% of the annual statutory profit after 0o0o0ooooooooooooooooooo
tax (after offsetting any prior years' losses) determined in accordance with generally J00ooo000oooo0oooooo10%00
accepted accounting principles in PRC to the statutory reserve until the balance of 0000000000000 00000050%0
the reserve fund reaches 50% of its registered capital. The statutory reserve can be j0000o0o0o0oo0ooooooooooooo
utilised to offset prior years' losses or to increase capital, provided that the remaining 0000000000000 0000025%0
balance of the statutory reserve is not less than 25% of the registered capital.
(b) Capital reserve mainly represented the difference between the consideration and (b) J0o00o00O0o00O0DOoOoO0oOoOoOooOoooo

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

oooo0o0o0o0oO0oO0o0oOoOoDoOoO0
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS

Jougodgod

Six months ended 30 June 2019 | 0020190 603000000

Six months ended 30 June
goen3piCcOOO

2019 2018
Note RMB’000 RMB'000
oo goooo goood
(Unaudited) (Unaudited)
gooooo ooooog
OPERATING ACTIVITIES oooo
Profit before tax: oooooo 1,580,927 1,299,159
Adjustments for: gooooooooo
Interest income oooo 4 (47,717) (50,301)
Government grants released oooooooao (4,028) (1,896)
Gain on fair value changes of financial instrument at gooooOopooooboooo
FVTPL dooOooooon 4 (1,748) -
Gain on disposal of subsidiaries dooooooooag 4 - (36,507)
Gain on termination of right-of-use assets oooOooOoooooo 4 (5,974) -
Interest expenses oooo 5 271,492 179,961
Write-back of inventories to net realisable value, net ooopooooooooao 6 (6,716) -
Depreciation and amortisation ooooo 6 429,560 373,31
Loss on disposal of items of property, plant and 0oopooooOoboooo
equipment oag 6 10,603 4,090
(Write-back of impairment)/impairment of property, oooooooa
plant and equipment ooooooooo 6 (1,787) 22,715
Impairment of trade and bills receivables, net ooopoooooooooo 6 10,617 4,287
Impairment of prepayments ooooo 6 34,331 -
Impairment of other receivables oooooooo 6 1,047 -
Share of results of associates 0oooooooo (18,148) (28,721)
Share of results of joint ventures 0oooooooo (407) (167)
2,252,052 1,765,931
Increase in other non-current assets ooooooooo (41,611) (372)
Increase in inventories oooo (583,104) (600,614)
Decrease/(increase) in contract assets oooo0o0oOooooo 22,068 (320,185)
(Increase)/decrease in loan receivables DO0o0oooOooo (17,991) 105,844
Increase in trade and bills receivables ooooooooooo (466,780) (219,581)
Decrease/(increase) in prepayments, gooobooOoOobooooo
deposits and other receivables 0oooooo 28,131 (676,688)
(Decrease)/increase in contract liabilities DO00OoDoo0oOooo (232,512) 198,800
Increase in trade and bills payables ooooooooooo 367,370 1,533,289
(Decrease)/increase in other payables 0o0o00o0ooooooo
and accruals ooooooo (160,016) 30,813
(Decrease)/increase in other long-term payables 000000000 oooon (1,800) 3177
Increase in deferred income oooooao 28,023 44,637
Cash generated from operations ooooooo 1,193,830 1,865,051
Bank interest received ooopooo 45,746 48,261
Corporate income tax paid ooooooo (335,245) (276,848)
Net cash flows from operating activities gooooooooobooao 904,331 1,636,464
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Six months ended 30 June

oosebspunOODnO

2019 2018
Note RMB'000 RMB'000
oo goooo goooo
(Unaudited) (Unaudited)
gooooo gooooo
INVESTING ACTIVITIES oooo
Purchases of items of property, plant and equipment goooooooooDoo (811,785) (1,038,129)
Proceeds from disposal of items of property, plant and 0oooooooDooooooo
equipment oooo 11,225 44,240
Additions to right-of-use assets/prepaid land lease payments DO 0000000000000 (55,649) (70,525)
Additions to investment properties oooooo (474,592) (324,208)
Deposit for right-of-use assets ooooooo (44,242) -
Additions to other intangible assets oooooooo (2,554) (4,198)
Additions to associates oooooo (2,200) (786,885)
Acquisitions of subsidiaries oooooo (32,046) -
Purchases of other financial assets oooooooo (163,990) (731,355)
Proceeds from early redemption of convertible notes goo0oboooOoOobooo - 141,305
Proceeds from disposal of other financial assets oooooooooooa 356,643 -
Interest received from other financial assets poo0oboooooo 1,978 4,044
Contingent consideration paid for the acquisition ooooooooo
of subsidiaries oooo - (56,000
Decrease/(increase) in restricted cash 0000000 0ooooo 43,663 (286,729)
Net cash flows used in investing activities gooo0oooooooa (1,173,549) (3,108,440)
FINANCING ACTIVITIES oooo
New bank borrowings raised gooooo 3,709,624 4,232,704
Repayment of bank and other loans ooooooooo (3,402,216) (1,623,128)
Convertible loans raised ooooooo 398,103 -
Capital contributions from non-controlling interests oooooobo 3,800 13,448
Acquisition of non-controlling interests ooooooo (15,120) -
Purchase of shares for share award scheme oooobooooooo (85,440) -
Repayment of lease liabilities oooooo (41,732) -
Interest paid oooo (258,912) (171,545)
Dividends paid oooo (532,971) (456,633)
Net cash flows (used in)/from financing goooooooooooo
activities oooo (224,864) 1,994,846
NET (DECREASE)/INCREASE IN CASH AND CASH 0000000 OooOoonog
EQUIVALENTS oooo (494,082) 522,870
Cash and cash equivalents at beginning of the period 0o0ooooooooao 5,393,836 3,677,759
Effect of foreign exchange rate changes, net oooooobooooboo 8,306 (10,994)
CASH AND CASH EQUIVALENTS ATEND OF THEPERIODC OO DO D OO OODO 4,908,060 4,189,635
ANALYSIS OF BALANCES OF CASH AND oooOoooooooo
CASH EQUIVALENTS oa
Time deposits with original maturity of three monthsorless OO O000O0O0OOO0O0O0ODO
when acquired ooooooo 19 1,059 134,776
Cash and bank balances goopoooao 19 4,907,001 4,054,859
4,908,060 4,189,635
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NOTES TO CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

[]

2.1

Jodgoggod

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 26 August 2019.

BASIS OF PREPARATION

These condensed consolidated financial statements of the Group
for the six months ended 30 June 2019 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, other
financial assets and derivative financial instruments which have been
measured at fair value. These condensed consolidated financial
statements are presented in Renminbi and all values are rounded to
the nearest thousand except when otherwise indicated.

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 2018, 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 2018.

China Lesso Group Holdings Limited 000000000000
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DISCLOSURES

2.2 CHANGES IN ACCOUNTING POLICIES AND

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

financial statements.

HKFRS 16

HK(IFRIC) Interpretation 23

Amendments to HKFRS 9

Amendments to HKAS 19

Amendments to HKAS 28

Annual Improvements
2015-2017 Cycle

Leases

Uncertainty over Income Tax Treatments

Prepayment Features with Negative
Compensation
Plan Amendment, Curtailment or Settlement

Long-term Interests in Associates and Joint
Ventures

Amendments to HKFRS 3, HKFRS 11, HKAS 12
and HKAS 23

22 000000 bOODOO

goooooobooooooboooooo
oooooooboooobooobooon

oooooooo oo

0160

oboooooo Oooooooooo
oooooooo

0230

oooooooo oooooooooo
ge0oon oo

oooooo oooooooooo
g1ooo0o

oooooo ooooooooooo
0280000 oooo

ooog20bs00 obooooboosnoo
2017000 oooooooogn

ooooooboooon?
ooooooooboozs
ooooo

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.

goooooooooboobOooDbOooo
goooooobooooooooogon
goooooobobooooooooooo
goooooobooooOooboooooo
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2.2 CHANGES IN ACCOUNTING POLICIES AND

40

DISCLOSURES (Continued)
HKFRS 16

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease, HK(SIC)-Int 15 Operating
Leases — Incentives and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for all leases
under a single on-balance sheet model. Lessor accounting under
HKFRS 16 is substantially unchanged from HKAS 17. Lessors will
continue to classify leases as either operating or finance leases using
similar principles as in HKAS 17. Therefore, HKFRS 16 did not have
any financial impact on leases where the Group is the lessor.

The Group adopted HKFRS 16 using the modified retrospective
method of adoption with the date of initial application of 1 January
2019. Under this method, the standard is applied retrospectively
with the cumulative effect of initial adoption as an adjustment to the
opening balance and the comparative information for 2018 was not
restated and continues to be reported under HKAS 17.

China Lesso Group Holdings Limited 000000000000

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(a)

New definition of a lease

Under HKFRS 16, a contract is, or contains a lease if the
contract conveys a right to control the use of an identified asset
for a period of time in exchange for consideration. Control is
conveyed where the customer has both the right to obtain
substantially all of the economic benefits from use of the
identified asset and the right to direct the use of the identified
asset. The Group elected to use the transition practical
expedient allowing the standard to be applied only to contracts
that were previously identified as leases applying HKAS 17 and
HK(IFRIC)-Int 4 at the date of initial application. Contracts that
were not identified as leases under HKAS 17 and HK(IFRIC)-
Int 4 were not reassessed. Therefore, the definition of a lease
under HKFRS 16 has been applied only to contracts entered
into or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains a
lease component, the Group allocates the consideration in the
contract to each lease and non-lease component on the basis
of their stand-alone prices. A practical expedient is available to a
lessee, which the Group has adopted, not to separate non-lease
components and to account for the lease and the associated
non-lease components (e.g., property management services for
leases of properties) as a single lease component.

22 0000000 D0O0O0Oooo
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(b)

As a lessee — Leases previously classified as operating leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of leasehold
lands, plants and buildings, motor vehicles and other
equipment. As a lessee, the Group previously classified leases
as either finance leases or operating leases based on the
assessment of whether the lease transferred substantially all
the rewards and risks of ownership of assets to the Group.
Under HKFRS 16, the Group applies a single approach to
recognise and measure right-of-use assets and lease liabilities
for all leases, except for two elective exemptions for leases
of low value assets (elected on a lease by lease basis) and
short-term leases (elected by class of underlying asset).
The Group has elected not to recognise right-of-use assets
and lease liabilities for (i) leases of low-value assets (e.g.,
laptop computers and printers); and (ii) leases, that at the
commencement date, have a lease term of 12 months or less.
Instead, the Group recognises the lease payments associated
with those leases as an expense on a straight-line basis over
the lease term.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(b)

As a lessee — Leases previously classified as operating leases
(Continued)

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on
the present value of the remaining lease payments, discounted
using the incremental borrowing rate at 1 January 2019. The
Group elected to present the lease liabilities separately in the
statement of financial position.

The right-of-use assets were measured at the amount of
the lease liability, adjusted by the amount of any prepaid or
accrued lease payments relating to the lease recognised in the
statement of financial position immediately before 1 January
2019. All these assets were assessed for any impairment
based on HKAS 36 on that date. The Group elected to present
the right-of-use assets separately in the statement of financial
position.

The Group has used the following elective practical expedients
when applying HKFRS 16 at 1 January 2019:

o Applied the short-term lease exemptions to leases with a
lease term that ends within 12 months from the date of
initial application

° Used hindsight in determining the lease term where the
contract contains options to extend/terminate the lease
° Applied a single discount rate to a portfolio of leases with

reasonably similar characteristics

° Excluded initial direct costs from the measurement of the
right-of-use assets at the date of initial application
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

2.2 CHANGES IN ACCOUNTING POLICIES AND

44

DISCLOSURES (Continued)
HKFRS 16 (Continued)

(b) As alessee — Leases previously classified as operating leases
(Continued)

Impacts on transition (Continued)

The impacts arising from the adoption of HKFRS 16 as at 1
January 2019 are as follows:

22 0000000 D0O0O0Oooo

gooooooooebood

) Oooooooooooooooon
ooooo

oooooon

oz20190101000oooooo
obOO01e00000O0O0O000

Increase/(decrease)
oooooon
RMB'000
goooo
(Unaudited)
gooogd
Assets: ooo
Increase in right-of-use assets ooooooo 1,689,086
Increase in investment properties oooooo 48,080
Decrease in prepaid land lease payments ooooooooo (1,337,959)
Decrease in prepayments, deposits and other receivables 0oooooOOoOo0oooOoOooD (30,455)
Increase in total assets oooooao 368,752
Liabilities: ooo
Increase in lease liabilities and total liabilities poopooooopooo 368,752
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)

HKFRS 16 (Continued)

(b)

gooooooooebood

22 0000000 D0O0O0Oooo

As a lessee — Leases previously classified as operating leases (b)) OO00OO0OO0Oooooonooonn
(Continued) ooooo
Impacts on transition (Continued) ooooooo

The lease liabilities as at 1 January 2019 reconciled to the
operating lease arrangements as at 31 December 2018 is as

2019010100 booobooOooboo
20180 120 3100o0b00oOoood

foll :
ofows Doooo
RMB'000
ooooo
(Unaudited)
gooooo
Operating lease arrangements as at 31 December 2018 D20180 1203100000000 349,861
Weighted average incremental borrowing rate as at 1 January 2019 0 2018010 1000000000000 4.69%
Discounted operating lease arrangements at 1 January 2019 o21901010c0obobooooboo 274,752
Less: Arrangements relating to short-term leases and those leases OO0 0000000000 O 20190
with a remaining lease term ending on or before rRONODO0DOO00O00DOO
31 December 2019 aoooo (6,246)
Arrangements relating to leases of low-value assets gooooooooooooo (938)
Add:  Management service fee not included in arrangements 00 D20180 1203100000
as at 31 December 2018 00o0booooD 101,184
Lease liabilities as at 1 January 2019 201901010 00000 368,752
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(c)

Summary of new accounting policies

Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease. Right-of-use assets are measured at cost,
less any accumulated depreciation and any impairment losses,
and adjusted for any remeasurement of lease liabilities. WWhen
the right-of-use assets relate to interests in leasehold land
held as inventories, they are subsequently measured at the
lower of cost and net realisable value in accordance with
the Group's policy for inventories. The cost of right-of-use
assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or
before the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain
ownership of the leased asset at the end of the lease term, the
recognised right-of-use assets are depreciated on a straight-
line basis over the shorter of the estimated useful life and the
lease term. When a right-of-use asset meets the definition of
investment property, it is included in investment properties.
The corresponding right-of-use asset is initially measured at
cost, and subsequently measured at fair value, in accordance
with the Group’s policy for investment properties.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(c)

Summary of new accounting policies (Continued)

Lease liabilities

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option reasonably
certain to be exercised by the Group and payments of penalties
for termination of a lease, if the lease term reflects the Group
exercising the option to terminate. The variable lease payments
that do not depend on an index or a rate are recognised as
an expense in the period in which the event or condition that
triggers the payment occurs.

In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is
not readily determinable. After the commencement date, the
amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if there
is a modification, a change in future lease payments arising
from change in an index or rate, a change in the lease term, a
change in the in-substance fixed lease payments or a change in
assessment to purchase the underlying asset.

22 0000000 D0O0O0Oooo

gooooooooebood

(c)

oooooooooo

oooo

ooooocooooboooooooo
gbooobooboooboobobooo
ggoboooooooobobooogoog
gboobooboobooboooo
ooooooooobooooooo
ooooooooboooooooo
oooooooooboobooooo
ooooooooooobooooon
goooooboooobooooboo
gobooooooooooboobooo
goobooooooooooboobooo
oooooo

gboooooobooobobobobooo
gboboboobooboobooo
oooooooooooooogono
oobocooooooooooooo
ooooooooobooooooo
gooobooboooooooo
gboboooboooboooooo
gobobobooo0ooboooboooo
oboooobOooooooooo
ooooooooo

Interim Report 2019 000 0O

47



48

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(c)

Summary of new accounting policies (Continued)

Significant judgement in determining the lease term of
contracts with renewal options

The Group determines the lease term as the non-cancellable
term of the lease, together with any periods covered by an
option to extend the lease if it is reasonably certain to be
exercised, or any periods covered by an option to terminate the
lease, if it is reasonably certain not to be exercised.

The Group has the option, under some of its leases, to lease
land, plant and building for additional terms of certain years. The
Group applies judgement in evaluating whether it is reasonably
certain to exercise the option to renew. It considers all relevant
factors that create an economic incentive for it to exercise
the renewal. After the lease commencement date, the Group
reassesses the lease term if there is a significant event or
change in circumstances that is within the control of the Group
and affects its ability to exercise the option to renew.

The Group included the renewal period as part of the lease term
for leases of land due to the significance of these assets to its
operations. These leases have a short non-cancellable period
and there will be a significant negative effect on production if a
replacement is not readily available.

China Lesso Group Holdings Limited 000000000000
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

HKFRS 16 (Continued)

(c)

Summary of new accounting policies (Continued)

Amounts recognised in these condensed consolidated financial
statements

The carrying amounts of the Group's right-of-use assets and
lease liabilities, and the movement during the period are as

22 0000000 D0O0O0Oooo

gooooooooebood

(c) OO0DOO0OO0O000

oooooooooooooonn

gobooooooooooboobooo
gooobooooooog

follow:
Right-of-use assets
ooooo

Leasehold Plants Motor Other Investment Lease

lands  and buildings vehicles equipment Sub-total properties liabilities

0ooooo 00000 oo oooo oo oooo oooo

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

pgoooo 00000 bbobobobo 00000 ©bDOOOO 00000 (00000

Asat 1 January 2019 021901010 1,384,033 304179 382 492 1,689,086 48,080 368,752
Additions oo 55,649 47,303 - - 102,952 - 47,303
Depreciation expense oooao (16,557) (40,302) (19) (178) (57,112) - -
Interest expense ogooo - - - - - - 10,181
Payments 00 - - - - - - (51,913)
Termination 00 (3.224) (167,695) - - (170919) - (169,686)
Exchange realignment oooo 29 253 - - 549 831 496
As at 30 June 2019 02019060 300 1,420,197 143,738 303 318 1,564,556 48917 205133

The Group recognised rental expense from short-term leases
of RMB4,915,000, leases of low-value assets of RMB110,000
and rental income from subleasing right-of-use assets of
RMB2,075,000 for the six months ended 30 June 2019.

oo20190e60300000000
oooooooooDoooOoOooOoan
ooO0O491500000000000
oooO0oDOOoOoooooiio,0000
oooooooooOOOOO0OO0
000207500000
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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:

(i)

(ii)

(ii)

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

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

Xinjiang Uygur Autonomous Region;

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

Outside China.

China Lesso Group Holdings Limited 000000000000
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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, changes in fair value of financial instruments at FVTPL, 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, 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 2019 and 2018, no revenue
from transactions with a single external customer amounted to 10%
or more of the Group's total revenue.
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3. OPERATING SEGMENT INFORMATION 3. U00OO0O0OOooo
(Continued)
Southern  Southwestern Central Eastern Northern ~ Northwestern ~ Northeastern Outside
China China China China China China China China  Eliminations  Consolidated
oo gooo oo oo oo oooo ooog oooo oo oo

RMBI000 RMB'000 RMB000 RMBI000 RMB'000 RMB'000 RMB000 RMBI000 RMB'000 RMB'000
gpoooo  ©ooooo  OoOooC  ooOOO OOOOO  OoooO ©ooOOOO0 OOOo0O0O O©ooDOO0 D+DOCG+

Six months ended goa90603000

30 June 2019 ooag
Segment revenue: goooo
Sale of goods gooo 5840231 1,169,743 121,064 592,424 198,302 48361 238,83 319139 - 10773349
Contract revenue fromrenovation 000000000

and installation works oo 133,467 [} 8582 8644 102 295 636 - - 151,174
Income from environmental goooooo

engingering and other related gooo

services oo 85,782 3295 2308 5114 1621 109 - - - 151,214
Financial service income gooooo 15,326 116 9998 ] - - - - - 26,134
Property rentaland otherrelated OO OOO0000D

services oo 944 - - - - - - 3739 - 34,683
Revenue from exteral customers 0O O000 6,075,750 1173802 1291952 658,276 800,025 485,000 2941 412878 - 1,137,154
Intersegment revenue goooo 1,725,062 198,694 203010 128,186 189,532 9012 66,222 398475 (3,006,193) -
Total oo 1,800,812 137249 1,494,962 186,462 989,557 582,012 305,693 811,353 (3,006,193) 11,137,154
Segment results gooo 1874383 355,973 407,609 186,740 232,881 12131 62520 15,464 (62,385) 3,200,466
Reconciliations: 0oo
Interest income gooo am
(Gain on fair value changes of gooooooooo

financial instruments at goopoooooo

FVTPRL goog 1748
Exchange gain gooo 29807
Finance costs oooo (21,492)
Share of results of associates gooooooo 18,148
Share of results of jointventwes 00000000 407
Unallocated income and expenses 0O 000000 (1,445,964)

Profit before tax goooo 1580927

Other segment informatio: ~ OO 00000
Write-back of inventories tonet ~ 00000000

realisable value, net 0ooo 3380 (163) L] (8377) 215 (23) (2,084) k7] - (6,716)
Depreciation and amortisation goooo 265,842 36417 3202 843 1128 18403 9,836 22669 - 429,560
Wite-back of impairment of gooooooo

property, plant andequipment 0000 - - - - - - - (1.781) - (1.787)
Impairment of trade and bills goooooooo

receivables, net ooog 9241 3% (219) 1,064 (3,663) 64 (316) (1,889) - 10617
Impairment of prepayments gooooo 3331 - - - - - - - - 34331
Impairment of other receivables OO 000000 1,045 - - - - - - 2 - 1,041
Capital expenditure® gooot 802,336 56,791 57,635 95,766 33,467 11,585 13467 1109433 (11,462) 2174018
As at 30 June 2019 020190 60 300
Segment assets gooo 14493111 1501922 1318,692 1618,001 864,881 716,248 471,657 6,150,600 - 2,141,178

# Capital expenditure consists of additions to property, plant and equipment, # 000000000000 OOoOoooog
right-of-use assets, investment properties and other intangible assets. 0000000O0o0oooooooo
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3. OPERATING SEGMENT INFORMATION 3. D0OOO0O0OOooo

(Continued)
Southern  Southwestern Central Fastern Northen ~ Northwester Northeastern Qutside
China China China China China China China China Eliminations ~ Consolidated
oo gooo oo oo oo oooo ooog oooo oo oo
RMB000 RMB000 RMB'000 RB'000 RMB000 RMB000 RMB'000 RMB000 RMB000 RMB'000
ooooo goooo goooo ooooo ooooo goooo ooooo ooooo ooooo goooo
Six months ended goasoe0300
30 June 2018 ooo
Segment revenue: goooo
Sale of goods gooo 5,506,143 190,759 1263581 51,722 685,425 394,558 220,766 364,683 - 10,167,647
Contract revenue fromrenovation 000000000
and installation works oo 112831 B 1186 769 943 i - - - 122689
Income from environmental 0oooooo
engineering and other related gooo
services oo 64,583 14325 4450 767 - 29 - - - 84418
Financial service income gooooo 20460 m 13,582 - m - 183 - - 3,065
Property rental and otherrelated OO COOC0CODO
services oo 5570 - - - - - - 32913 - 3483
Revenue from extemal customers 000000 5,709,587 1,206,830 1272813 560,188 686,485 394,854 20949 397,5% - 10,448,302
Intersegment revenue goooo 1,833,960 226861 207,508 149337 171,192 74.8% 4970 372,356 3,089.479) -
Total oo 7543547 1432491 1480321 709525 864,277 469,749 267919 769,952 3,089.479) 10,448,302
Segment results oooo 1873613 381,574 403415 129450 216630 100,780 58,030 98,085 (540,358) 211,219
Reconciliations: ooo
Interest income gooo 50301
(Gain on disposal of subsidiaries 0000000000 36,507
Exchange loss oooo (11,423
Finance costs oooo (179.91)
Share of results of associates gooooooo B
Share of results of oint ventures D00 00000 167
Unallocated income and expenses OO 000000 (1346,372)
Profit before tax goooo 1,299,159
Other segment informatio: ~ OO 00000
Depreciation and amortisation goooo 220365 33,063 30819 3274 08 17,465 9670 1318 = KIERI
Impairment of property, plantand 00000000
equipment oo - - - 21 - - - - - 0115
Impairment of trade and bills gooooo
receivables, net goooooo - - - - - - 3626 661 = 4287
Capital expenditure® gooot 373,96 46,189 55477 7314 2948 12507 2343 36,067 [14.740) 564,456
As at 31 Decemher 2018 oasd 00
Segment assets gooo 13,235,406 1,376,886 1311875 1518197 791,056 644,194 487490 5446222 - 24,811,326
# Capital expenditure consists of additions to property, plant and equipment, # 0000D00O00OD0O00OO0OD0OO0OO0OO000O0
prepaid land lease payments, investment properties and other intangible 00000000000 O0OO0OoOOoooog

assets.
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REVENUE, OTHER REVENUE, INCOME AND 4,

GAINS

REVENUE

Set out below is the disaggregation of the Group's revenue from
contracts with customers and the reconciliation of the revenue from
contracts with customers with the amounts disclosed in the segment

information:

By revenue nature:

Six months ended 30 June 2019

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

gbooboogobbdoagod

od
gooooobooooooboooboboo
goooobobobooooooboobboo
gooooo

gooooobooo

Six months ended 30 June 2018

goaeoe00C0000 goa10603000000
Goods Services Goods Services
transferred at transferred transferred at transferred
apointin time over time Total apointin time over time Total
gooooo goooo ooooo gooooo
ooooo ooooo o0 ooooo ooooo oo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
goooo goooo goooo goooo goooo goooo
Revenue from contracts with customers: OO 0000C0000
Sale of goods gooo 10,773,349 - 10,773,349 10,167,647 - 10,167,647
Contract revenue from renovation and 0oooooooo
installation works oo - 151,774 151,774 - 122,689 122,689
Income from environmental engineering and goooooooo
other related services gooo - 151214 151214 - 84418 84418
Sub-total oo 10,773,349 302,988 11,076,337 10,167,647 207,107 10,374,754
Financial semvice income gooooo 26,134 35,065
Property rental and other related 0oooooooo
services oo 34,683 38483
Total od 11,137,154 10448,302
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REVENUE, OTHER REVENUE, INCOME AND

GAINS (Continued)

REVENUE (Continued)

By geographical locations:

oo

ooooo

gooooooo

Six months ended 30 June 2019

Six months ended 30 June 2018

4, Q00000 0bDO0OObO

goameoeopo000o goso603000000

Goods Services Goods Services

transferred at transferred transferred at transferred
apointin time over time Total a point in time over time Total

poooo poooo poooo poooo
goooo goooo ad goooo goooo ad
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
0oooo 0oooo 0oooo 0oooo 0oooo 0oooo

Revenue from contracts with customers: 0oooo0ooono

Mainland China oooo 10,394,210 302,988 10,697,198 9,802,964 207,107 10,010,071
Qutside China oooo 319139 - 319139 364,683 - 364,683
Sub-total od 10,773,349 302,988 11,076,337 10,167,647 207,107 10,374,754
Financial service income gooooo 26134 35,065
Property rental and other related services goooooooooo 34,683 36,483
Total oo 11,137,154 10,448,302
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4. REVENUE, OTHER REVENUE, INCOME AND

GAINS (Continued)

OTHER REVENUE, INCOME AND GAINS

4, Q00000 0bDO0OObO
000

gooooboood

Six months ended 30 June
gOoed3poOOnO

2019 2018
RMB'000 RMB'000
ooooao ooooo
Bank interest income oooooo 45,746 48,261
Interest income from other financial assets goooooooooo 1,91 2,040
Total interest income oooooo 41,17 50,301
Government grants and subsidies pgoooooo 22,748 20,868
(ain on fair value changes of financial instruments gooooooooooooo
at FVTPL goooooood 1,748 -
Gain on disposal of subsidiaries oooooooooo - 36,507
Gain on sale of raw materials goooooood 1919 4,282
Gain on termination of right-of-use assets ooooooooooo 5974 -
Rental income oooo 11,300 1,025
Exchange gain oooo 29,897 -
Others oo 24,819 5,845
152,182 118,828

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

goooooobooooooboooooo
goodooooooooboooboboooo
gooooobooooooooboooboboo
gooood

5. UUdgn

Six months ended 30 June
goen03pICOOO

2019 2018

RMB'000 RMB'000

ooooo goood

Interest expenses on bank and other loans gooooooooooao 262,636 179,961
Interest expenses on lease liabilities ooooooooo 10,181 -
272,817 179,961

Less: Interest capitalised ooooooo (1,325) -
271,492 179,961
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6. PROFIT BEFORE TAX

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

6. UQouonodgd

goobooooboboooooobood
goooooo

Six months ended 30 June
goed3p0OIODOO

2019 2018
RMB'000 RMB'000
ooooo goood
Cost of inventories sold oooooo 1,709,750 1,542,257
Direct cost of renovation and installation works ooooooooooo 126,194 107,900
Direct cost of environmental engineering and other related ooo0obooooDo
services oooao 94,075 36,435
Direct cost of financial services ooooobooo - 1,090
Direct cost of property rental and other related services goooooooOopoooooo 13,385 39,401
Write-back of inventories to net realisable value, net gooooooooooo (6,716) -
Depreciation of property, plant and equipment oooooooooa 366,973 354,041
Depreciation of right-of-use assets ooooooo 57,112 -
Amortisation of prepaid land lease payments goooooooo - 14,062
Amortisation of other intangible assets gooooooo 5,475 5,208
Total depreciation and amortisation poooooo 429,560 373,311
Research and development costs oooo 376,375 353,126
Loss on disposal of items of property, plant and equipment goo0ooOoOoOoboobooooo 10,603 4,090
(Write-back of impairment)/impairment of property, ooooooooooooooa
plant and equipment oo (1,787) 22,715
Gain on disposal of subsidiaries ooo0ooDooooo - (36,507)
Gain on termination of right-of-use assets ooooooooooo (5,974) -
Impairment of trade and bills receivables, net goooooooooooao 10,617 4,287
Impairment of prepayments ooooo 34,331 =
Impairment of other receivables ooooooono 1,047 =
Foreign exchanges differences, net oooooao (29,897) 11,423
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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7.

INCOME TAX EXPENSE

7.

googno

Six months ended 30 June
goen3piCcOOO

2019 2018
RMB'000 RMB'000
ooooo ooooo
Current tax onooo

PRC oad 329,819 280,755
Other jurisdictions oooooo 242 -
330,061 280,755

Qverprovision in prior years ooooooono
PRC oo (82,478) (30,145)
Deferred tax oooo 15,954 43,44
Total tax charge for the period oooooo 323,531 294,051

The Group is subject to income tax on an entity basis on profits arising
in or derived from the jurisdictions in which members of the Group
are domiciled and operate.

HONG KONG PROFITS TAX

The statutory rate of Hong Kong profits tax was 16.5% (six months
ended 30 June 2018: 16.5%) on the estimated assessable profits
arising in Hong Kong. No provision for Hong Kong profits tax was
made as the Group had no assessable profits arising in Hong Kong
during the period (six months ended 30 June 2018: 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.

China Lesso Group Holdings Limited 000000000000
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INCOME TAX EXPENSE (continued) 7. U0U0OD0OOooo

INCOME TAX FOR OTHER JURISDICTIONS goooooooooo
goooooobooooooooogo
gooooooboooooooooooo
oooooooon

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.

DIVIDENDS 8. OO
Six months ended 30 June
goen3pooOOO
2019 2018
HKS HK$'000 HKS HK$'000
0o 000 oo ooo
per share per share
0o 0o
2018 final dividend paid oo08000000201800
(2018: 2017 final dividend paid) go207000000 020 620,484 0.18 558,435
Less: Dividends for shares held forshare 0000000000000
award scheme (note 26(B)) 0000002680 0.20 (4,598) - -
615,886 558,435
Equivalent to 0ooo RMB532,987,000 RMB456,633,000

000 532,987,000C

000 456,633,000

Subsequent to the end of the reporting period, interim dividend of
HK12 cents in respect of the six months ended 30 June 2019 per
ordinary share amounting to in aggregate HK$369,531,000 has been
declared by the Board to the owners of the Company whose names
appear on the Company's register of member on 12 September
2019 (six months ended 30 June 2018: interim dividend of HK10
cents in respect of the six months ended 30 June 2018 per ordinary
share amounting to in aggregate of HK$310,242,000). The amount of
interim dividend declared for the six months ended 30 June 2019 is
calculated based on the number of issued shares, less dividends for
shares held for share award scheme, at the date of approval of these
condensed consolidated financial statements.

gooooooboooobooboo?2o0m90en
p0000000000b00ooooon2
00000 aSse9s31,0000 00020190
901200 0000000000000
gooogz2o8densonnoooOonOn
02018060 3000000000000
goo1o000000 310,242,0000 O OJ
goo0Ozo0190e030000000000
oooooboOOooOOobOO0oobDOoobooOoon
goooooOOooooooDoOoocDbOooD
oooooooon
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9. EARNINGS PER SHARE ATTRIBUTABLE TO 9. DO0ODODOOODOOOOO

OWNERS OF THE COMPANY
The calculations of basic and diluted earnings per share are based on: gooooooooooooooooon
Six months ended 30 June
ooed3p000O0OO
2019 2018
RMB'000 RMB'000
goooo ooooo
Earnings oo
Profit attributable to owners of the Company used in the gooooooOoOoboooooo
basic and diluted earnings per share calculation oooooooooo 1,263,701 1,041,194
Number of Shares
gooo
Six months ended 30 June
ooed3p000O0ODO
2019 2018
Shares oo
Weighted average number of ordinary shares in issue goooboobooooo 3,102,418,400 3,102,418,400
Weighted average number of shares held for oooooooooo
the share award scheme goooo (20,535,901) -
Adjusted weighted average number of ordinary shares of goooooooooboo
the Company in issue used in the basic and gooooooooooao
diluted earnings per share calculation oooooooo 3,081,882,499 3,102,418,400
The Group had no potentially dilutive ordinary shares in issue during go00oO0oDbDOz20190 020180 60 300
the six months ended 30 June 2019 and 2018, respectively. J0oo0DoDo0OoOooooOoOooooog
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10. PROPERTY, PLANT AND EQUIPMENT,

11.

PREPAID LAND LEASE PAYMENTS AND
RIGHT-OF-USE ASSETS

During the period, the Group purchased property, plant and
equipment with an aggregate cost of RMB968,442,000 (six months
ended 30 June 2018: RMB446,048,000) excluding property, plant and
equipment of RMB2,281,000 acquired through business combination
(six months ended 30 June 2018: Nil). During the period, property,
plant and equipment with an aggregate net carrying amount of
RMB21,828,000 (six months ended 30 June 2018: RMB53,513,000)
was disposed of by the Group.

Upfront payments for leasehold lands were classified as prepaid
land lease payments as at 31 December 2018. Upon application of
HKFRS 16, the current and non-current portion of prepaid land lease
payments amounting to RMB30,455,000 and RMB1,337,959,000
respectively were reclassified to right-of-use assets.

During the period, the additions of right-of-use assets of the Group
amounted to RMB102,952,000.

INVESTMENT PROPERTIES

During the period, the additions of investment properties of the
Group amounted to RMB1,145,851,000 (six months ended 30 June
2018: RMB113,893,000), included the additions of investment
properties derived from the subleased right-of-use assets, amounted
to RMB48,080,000 (six months ended 30 June 2018: Nil).

12. INTERESTS IN ASSOCIATES

10. D O000oOoooobooobooo

11.

googobogod

gooooooooboboooooooao
O000000oees442,000000 0O 2018
el 30000000000 446,048,000
gmoooooooooooooooon
gooooboooobez2sroeoobdooO
20180 60300 000000 mOOOO
goooooooooobooooooo
000oa0o21,828,000000 020180 60
30000000000 58,513,0000 00

g20180120310000o0o0o0OD0OO
goooooooooooboOooDbooo
oooooobotebooooooooano
gooooooboooooooooooo
30,455,0000 0 0 00O 1,337,959,0000 O
ooooooooooo

goooooboobooooooo
102,952,0000 O

goog

goooooooooooooao
1,145,851,00000 O O 20180 60 300 O
goooooobmnmgegsooobboonno
go0oooboOoooOOobO0oobDOooboooon
0 00 048,080,000000 O 20180 60
o000ooooonod

12. 00000000

30 June 31 December

60 300 120 310

2019 2018

RMB'000 RMB’000

ooooo ooooo

Share of net assets oooooo 1,221,006 1,239,394
Goodwill on acquisition ooooooo 173,001 136,173
1,400,007 1,375,567
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13. OTHER FINANCIAL ASSETS

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

13. 0000 on

30 June 31 December
60300 120 310
2019 2018
Note RMB’000 RMB'000
0o ooooo ooooo
Non-current: oooo
Debt instruments at 000000o0ooooooo (i)
FVTOCI: oooooa
Debt securities listed in Hong Kong ooooooooo 45,187 50,376
Debt securities listed in PRC goooooood 212,769 204,723
257,956 255,099
Equity instruments at ooooooooooooo
FVTOCI: oooooo
Equity securities listed in PRC ooooooooo 309,305 247573
Equity securities listed in Hong Kong ooopooooo 397,360 482,293
Non-cumulative redeemable preference shares ooooooooooo
listed in Hong Kong ooo 34,607 34,474
Perpetual capital securities listed in Hong Kong ooooooooooa 8,645 8,391
Unlisted equity securities poopoooo 499,020 770,795
1,248,937 1,543,526
Equity instruments at FVTPL: 00000DO00O0o0oOooooo (ii)
Unlisted equity securities goopoooo 55,596 53,886
1,562,489 1,852,511
Current: ooo
Debt instruments at g0oo0ooooooooa (i)
FVTOCI: oooooo
Debt securities listed in Hong Kong goopoooooo 8,255 -
Debt instruments at FVTPL gooooooooooooo - 47,649
8,255 47,649
1,570,744 1,900,160
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13. OTHER FINANCIAL ASSETS (continued)

Note:

(i) The debt securities carry fixed interest at rates ranging from 5.65% to 8.40%
(31 December 2018: 5.65% to 8.40%) per annum, payable semi-annually or
annually in arrears and will mature from January 2020 to January 2023 (31
December 2018: January 2020 to January 2023).

(ii) The equity securities contained a puttable option were classified as equity
instruments at FVTPL.

(iii) At the end of reporting period, certain of the Group’s other financial assets
with an aggregate net carrying amount of RMB34,607,000 (31 December
2018: RMB34,474,000) were pledged to a bank to secure the banking facility
granted and the Group has not utilised this banking facility (31 December

13. 00000 Oooo

ooo

(i)

(ii)

(i)

ooob0o0oO0oo0o000000005.65%
08.40%0 20180 120 310 05.65% 0
8.40% 00 0000000000000
2020010 0 20230 10 O OO 20180 12
0310020200 10020230 1003

goooooooooooooboooooo
gooooooooood

goooooooooooOoooooao
34,607,00000 20180 120 31000 0 O
344740000 0000000000000
goooooooooooooboooooo

2018: Nil). 0000000 0020180 12031000 [0
14. LOAN RECEIVABLES 14. D OO0
30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
goooo goooo
Non-current: oooo
Finance lease receivables 0o00Dooooooo 201,467 163,422
Current: ooo
Finance lease receivables 0o0oDooooooo 104,588 100,421
Factoring receivables oooooooo 332,858 334,379
Receivables from supply-chain financing services poo0obobooOobo 57,470 80,170
494,916 514,970
Less: Provision for impairment oooooo (159,500) (159,500)
335,416 355,470
536,883 518,892
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

oooggoodd

14. LOAN RECEIVABLES (continued)

(A)  FINANCE LEASE RECEIVABLES

14. O 00O Oooo

(A)

gooobobooood

Present value of

Minimum lease receivables minimum lease receivables
ooo0oooooonDao 00o0o0oooooDooo

30 June 31 December 30June 31 December
60300 120 310 60300 120 310
2019 2018 2019 2018
RMB’000 RMB'000 RMB’000 RMB'000
00000 DO0OO00O0 00000 OOoooao
Not more than 1 year ooo1o 123,517 116,208 104,588 100,421
Over 1 year but within 5 years 10oo0os000 243,558 182,104 201,467 163,422
367,075 298,312 306,055 263,843
Less: Unearned finance income poooooooo (61,020) (34,469)
Present value of minimum lease receivables 000000000000 306,055 263,843

The Group's finance lease receivables are denominated in
Renminbi. The effective interest rates of the receivables
range from 5.89% to 13.19% (31 December 2018: 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
2018: Nil).
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0005.89%0 13.19%1 20180 12
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14. LOAN RECEIVABLES (continued)

(A)

FINANCE LEASE RECEIVABLES (Continued)

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

14. O 00O Oooo

(A)

goooobooooooo

ooooooooobooooooo
oooooo

30 June 31 December

60 300 120 310

2019 2018

RMB'000 RMB'000

ooooo ooooo

Neither past due nor impaired poopoooo 306,055 263,843

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

Cash deposits from certain finance lease customers are
collected upfront based on a certain percentage of the entire
value of the lease contracts. When 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 RMB23,813,000 (31 December
2018: RMB25,613,000) has been included in "other long-term
payables” in the condensed consolidated statement of financial
position.

gobooooooooooboobooo
goobobboogooo

ooooocoooocooooooo
oooooooooboobooooo
ooooooooooobooooon
oobooooooooooooon
ooooooobooooboooboo
gooooooooboooooo
ooboooooooooooooo
00000D0 238130000 (20180

12031000 0 0 25,613,00000

gobobooooboooboboog
goooobooo
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

oooggoodd

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 540 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 7.00%
(31 December 2018: 4.00% to 6.50%) per annum.

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

14. O 00O Oooo

(B)

gooooboooo

ooooooooobooooooo
ooboooooooooooooo
obooobooooos4000O0

gobooooooooooboobooo
gooooooboooooogo
oOooooOoo0oODO4.00%0
7.00%0 20180 120 310 0 4.00%
06s0%00000ooOon

gboooooboooboobooo
gooooo

30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
goooo goooo

With a residual maturity of: ooooao
Not more than 3 months ooo3oo 33,258 65,079
QOver 3 months to 6 months 300000600 800 109,800
QOver 6 months to 12 months 6000001200 134,300 -
QOver 12 months 120000 5,000 -
Overdue oono 159,500 159,500
332,858 334,379

At the end of the reporting period, RMB159,500,000 of the
Group's factoring receivables was impaired (31 December
2018: RMB159,500,000).
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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 for each customer
is generally within 365 days.

These receivables carry interest at rates ranging from 5.40% to
10.80% per annum (31 December 2018: 5.40% to 10.80%).

Certain receivables from supply-chain financing services,
amounting to RMB57,470,000 (31 December 2018:
RMB80,170,000) are secured by certain 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. O 00O Oooo

(C)

goooboooooboo

ooooocooooooooooo
ooboooooooooooooo
oobooooobooooosesoOon

Oo00O00O00D00b5.40%0
10.80% 0 0O O 00O 20180 120 31
005.40%0 10.80%00 OO

oooooooooooooooo
57,470,00000 20180 120 3100
oooaso17o0000000OO0OOO
oooooooooo

ocobooooooooobooooono
ooooooooo

30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
goooo goooo

With a residual maturity of: poooao
Not more than 3 months ooo3oo 28,570 57,050
Over 3 months to 6 months 30000ooedOd 28,900 19,900
Over 6 months to 12 months 6000001200 - 3,220
51,410 80,170

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 2018: Nil).

An impairment analysis is performed at each reporting date by
considering the probability of default of those companies with

financial conditions, historical loss experience, coverage by letters

of credit or other forms of credit insurance. At the end of the

reporting period, the loss given default for the remaining balance of
loan receivables was not material and has no impact on the Group'’s
condensed consolidated financial statements.

cobooO0oOoooocooOooooono
ooo0o0oocOo0OO0o0o00oOd2018
01203100000

oooO0O00o0o0ooobObOOo0oooooo
ooooooob0OooO0oooOooooon
goooocoOOoOoooOoOOoOooooOoo
oo0ooooooOooooOoocoboOooo
oooooOoooOooOo0oooOOoooon
oooo
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

oooggoodd

15. INVENTORIES 15. 0O O
30 June 31 December
60300 120 310
2019 2018
RMB’000 RMB'000
ooooo ooooo
Manufacturing and trading ooooo 3,857,465 3,271,853
Property development pooo 267,586 249,361
4,125,051 3521214
(A) MANUFACTURING AND TRADING (A) DOOGQdd
30 June 31 December
60300 120 310
2019 2018
RMB’000 RMB'000
ooooo ooooo
Raw materials goo 1,645,251 1,401,893
Work in progress ooo 312,853 327,273
Finished goods ooo 1,899,361 1,542,687
3,857,465 3,271,853
(B) PROPERTY DEVELOPMENT (B) OOGOO
30 June 31 December
60300 120 310
2019 2018
RMB’000 RMB'000
goooo goooo
Property under development ooooo 267,586 249,361

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.
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16. CONTRACT ASSETS/CONTRACT LIABILITIES

16. OO0 OO0OoOogd

30 June 31 December
60300 120 310
2019 2018
RMB’000 RMB'000
ooooo ooooo
Contract assets oooo
Non-current ooo
Concession operating right ooooo 83,048 84,651
Current 0o
Renovation and installation works poooooo 236,522 258,812
Environmental engineering services oooooao 88,485 86,440
Concession operating right ooooo 3,882 3,882
328,889 349,134
Less: Impairment oooo (21,855) (21,855)
307,034 321,279
390,082 411,930
Contract liabilities oooo
Current oo
Renovation and installation works ooooooo 42,714 50,094
Environmental engineering services oooooo 20,354 22,686
Advances from customers oooo 1,187,444 1,410,214
1,250,572 1,482,994

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 the reporting period. The contract assets will be
transferred to trade and bills receivables when the rights become
unconditional, that is, when the Group issue progress billings to
customers based on the certified amount agreed with customers.

At the end of the reporting period, RMB21,855,000 (31 December
2018: RMB21,855,000) was recognised as an allowance for expected
credit losses on contract assets. The Group's trading terms and credit
policy with customers are disclosed in note 17 to the condensed
consolidated financial statements.

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.

gooooobobooooooooobboo
gbooocoodobooooboooon
gooooooooooboooooo
goodoooooooboboooooo
gooooobooooooooooboboo
oo

ooo0o0oooo0o0ao21,85500000 2018
01203100000 21,855,0000 00 0O
gooooooooooobooooo
goooobooooooooobboo
goooooontzo

goooobooooooooobboo

goooobooooooooobboo
gooooooo
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17. TRADE AND BILLS RECEIVABLES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

17. 000000000

30 June 31 December

60300 120 310

2019 2018

RMB’000 RMB'000

ooooo ooooo

Trade receivables oooooo 2,042,768 2,036,323
Bills receivable oooo 995,784 537,617
Less: Provision for impairment oooooo (198,929) (194,493)
2,839,623 2,379,447

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

Trade and bills receivables are unsecured and interest-free.
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17. TRADE AND BILLS RECEIVABLES (Continued)

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

gbodbbdidUooo

goooooooobobobobobooooo
gooooobobooooooobooobboo
goog

30 June 31 December

601300 120 310

2019 2018

RMB'000 RMB'000

ooooo goood

Not more than 3 months ooo300 1,142,350 1,326,856
QOver 3 months to 6 months 300000600 535,260 339,304
QOver 6 months to 12 months 6000001200 533,428 347,898
QOver 1 year to 2 years 1000020 574,076 314,239
QOver 2 years to 3 years 2000030 40,239 472,684
QOver 3 years 3000 14,210 8,466
2,839,623 2,379,447

The Group seeks to maintain strict control over its outstanding
receivables and has a credit control department to minimise credit
risk. Overdue balances are reviewed regularly by senior management.
In view of the aforementioned and the fact that the Group’s trade and
bills receivables relate to a large number of diversified customers,
there is no significant concentration of credit risk.

goooooocoooooooboooao
goooooooooobooocbooo
goboooooooooooboboo
goooooooooooobooobboo
goodoooooooobobobooooo
gooooo
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

18. PREPAYMENTS, DEPOSITS AND OTHER 18. D00 0O0OO0OOOOO0OOOO
RECEIVABLES
30 June 31 December
60300 120 310
2019 2018
RMB’000 RMB'000
ooooo ooooo
Prepayments ooo 1,030,379 1,048,696
Current portion of prepaid land lease payments (note) Jo00Do0O000DoOoooD - 30,455
Value-added tax recoverable oooooo 399,052 332,344
Corporate income tax recoverable oooooooo 4,055 1,188
Deposits 0o 92,785 85,743
Other receivables gooooa 101,017 131,551
Loan receivables from third parties poooooo 182,096 170,500
1,809,384 1,800,477
Less: Provision for impairment oooooo (35,378) -
1,774,006 1,800,477
The financial assets included in the above balances are unsecured, JdddooooooooooDooog
interest-free and receivable on demand. gooooodg
Note: good
Upon application of HKFRS 16, current portion of prepaid land lease payments were gooo0doo0o0oo0oOoo1e00oO0O0DUOO
reclassified to right-of-use assets. J0000000o0ooooooooon
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19. CASH AND BANK DEPOSITS

19. 000000 gd

30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
ooooao ooooo
Restricted cash: pooooao
Guarantee deposits for banking facilities goooooooooo 1,014,292 1,057,955
Cash and cash equivalents: ooooooooo
Time deposits with original maturity of three months o000 oOoOoooOooo
or less when acquired ooopooooo 1,059 8,440
Cash and bank balances ooooooo 4,907,001 5,385,396
4,908,060 5,393,836
Cash and bank deposits ooooooo 5,922,352 6,451,791

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.

20. TRADE AND BILLS PAYABLES

gooooOoooobOooboOooboooo
gooooooooooooooooao
gooooooboboooooboooooao
goooooooooobooboooobooao
goooooooooooboooooon
oo

200 000000 oOoO

30 June 31 December

60 300 120 310

2019 2018

RMB’000 RMB'000

ooooo goood

Trade payables oooooo 1,133,833 889,123
Bills payable oooo 3,516,597 3,388,200
4,650,430 4,277,323
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

20. TRADE AND BILLS PAYABLES (continued) 20 0000000 Oooo
The trade payables are interest-free and are normally settled on terms joooooooooooooooo30
of 30 to 90 days. goonno
An aging analysis of the Group's trade and bills payables at the end of goddoooooobooooooodg
reporting period, based on the invoice date, is as follows: goooooooooooog
30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
ooooao ooooo
Not more than 3 months ooo300 2,751,468 2,568,152
QOver 3 months to 6 months 3oooooeOO 1,711,987 1,527,285
QOver 6 months to 12 months 000001200 123,959 132,857
QOver 1 year to 2 years 1000020 28,194 13,300
QOver 2 years to 3 years 2000030 10,437 11,287
QOver 3 years 3000 24,385 24,442
4,650,430 4,277,323
21. OTHER PAYABLES AND ACCRUALS 21. 00000000000
30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
ooooao ooooo
Accruals oooo 66,738 75,422
Salaries and welfare payables poooooo 81,748 118,856
Other payables oooooo 589,100 733,204
731,586 927,482
The financial liabilities included in the above balances are interest-free goooooooooooooooog
and repayable on demand. ooo
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22. BORROWINGS

22. 1 [

30 June 31 December
60300 120 310
2019 2018
RMB’000 RMB'000
ooooo ooooo
Current 0o
Unsecured bank loans pgoooooo 6,146,435 5,800,738
Current portion of long term unsecured bank loans goooooooopooooo 342,188 340,568
Current portion of long term secured bank loans gooOobobooooboobooo 6,974 3,186
Secured bank loans ooooooo 34,450 -
6,530,047 6,144,492
Non-current ooa
Unsecured bank loans goooooao 280,903 280,845
Unsecured syndicated loans ooooooo 5,275,528 5,246,043
Secured bank loans poooooo 61,004 59,678
5,617,435 5,586,566
12,147,482 11,731,058
Analysed into borrowings repayable: oooooo
Within one year or on demand oooooooo 6,530,047 6,144,492
In the second year oooo 5,564,098 5,355,245
In the third to fifth years, inclusive o00o0oOO000oO0oOoDoOOon 25,532 201,462
More than five years oooo 21,805 29,859
12,147,482 11,731,058
Note: ooo
(a) The effective interest rates of the Group's borrowings range from 2.77% to (a) 0000000000 000277%0

5.39% (31 December 2018: 3.22% to 5.39%) per annum.

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

concession rights of a subsidiary and personal guarantee provided by a

shareholder of that subsidiary.

(c) At the end of the reporting period, the Group's borrowings are (c)

denominated in US dollar, HK dollar, Renminbi, Australian dollar
and Canadian dollar which are equivalent to RMB6,184,159,000
(31 December 2018: RMB6,466,723,000), RMB2,704,042,000 (31
December 2018: RMB2,477,101,000), RMB2,689,851,000 (31
December 2018: RMB2,251,568,000), RMB411,811,000 (31 December
2018: RMB364,372,000) and RMB157,619,000 (31 December 2018:
RMB171,294,000), respectively.

5.39% 0 00 20180 120 31003.22% 0
5.39% 00

go0o0oocoOo0ooOO0oOoOooOoooo
gooooOoOooOooOooOoOoooooOoon
oo

goo0oo0oOOoO0OO0OO0OO0OOOOCOOOOO
ooooooooobooboOooOooano
0000e6,184,159,00000 20180 12
031000 00 6,466,723,0000 00 0
0 0 2,704,042,00000 20180 120 31
ooooaoz2477,101,000000000
2,689,851,00000 20180 120 31000 O
0 2,251,668,0000 00 O O O 411,811,000
0020180 120 31000 0 O 364,372,000
000000 157,619,00000 20180 120
3100000 171,294,0000 OO
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

23. CONVERTIBLE LOANS

At the end of the reporting period, the convertible loans were
recognised as a debt component and equity component as follows:

23. Qoo gd

od

gooooooooboobooooo

gooooooooog
Deht Equity
component component Total
oooo gooo 00
RMB'000 RMB'000 RMB'000
ooooo ooooo ooooo
At the date of issue ooooo 381,681 16,422 398,103
Interest expense oooo 3672 - 3672
Increase in interest payable goooood (2,662) - (2,662)
Exchange realignment ooono 290 - 290
382,981 16,422 399,403
Note: ooo

(a)

(b)

On 6 May 2019, the Group’'s wholly owned subsidiary, Lesso Home
International Holding Limited (“Lesso Home International”), entered into
a convertible loan facilities agreement with ICBC International Investment
Management Limited in the aggregate principal amount of USD 100,000,000
(approximately equivalent to RMB684,025,000) (the “Convertible Loans”).
On 22 May 2019, the Group drew down USD60,000,000 (approximately
equivalent to RMB410,415,000). The maturity date is 21 May 2022.

The convertible loans contain two components, a debt and an equity
components. The initial fair value of the two components was determined
based on gross proceeds at issuance. The initial fair value less
allocated transaction costs of the debt component was estimated to be
USD55,799,000 (approximately equivalent to RMB381,681,000) as at the
issuance date of using the Monte Carlo Model and Binomial Option Pricing
Model, taking into account the terms and conditions of the convertible
loans. In subsequent periods, the debt component is measured at amortised
cost using effective interest rate method. The effective interest rate of the
debt component is 7.24% per annum. The residual amount less allocated
transaction costs representing the value of the equity component of
USD2,401,000 (approximately equivalent to RMB16,422,000), is included in
convertible loans equity reserve.

China Lesso Group Holdings Limited 000000000000

(a)

(b)

02019050600000000000
goooooooO0oooomooooo
oooooooooooooooooon
000000000000 Do100,000000
000000000 0e684,0250000 00
Ooo0O0o0moo2019050220000
0 0oeo0000000000000O000
410,415,0000 000 O O O 2022050 21
oo

goooooooooooooooooo
gooooooooooooboooboboo
gooooooooooboooooooo
gooooooboboobooooooooo
goooooooOooboooooooooo
000000000000 55,799,00000
oooooooosstestooodmoonon
gooooooo0ooooooooobooo
0000000000000 7.24%0000
goooooooOoooooooooono
2,401,0000 0000000000 16,422,000
goooooooooooo



24. DERIVATIVE FINANCIAL INSTRUMENTS

24, J0OO00Ogo

30 June 31 December

60300 120 310

2019 2018

RMB'000 RMB'000

ooooao ooooo

Put option oooo 6,592 6,592

The Group's derivative financial instruments are managed and the
performances are evaluated on fair value basis. Any changes in fair
value was recognised in profit or loss.

The fair value of the put option has been estimated using valuation
technique with unobservable inputs. Management has reviewed the
valuation result by verifying all major inputs and assumptions as well
as assessing the reasonableness of such valuation.

The Group entered into a sale and purchase agreement to acquire
70% equity interest in Jiangsu Yongbao during 2018. Pursuant to
the agreement, the minority shareholder has the right to sell the
remaining 30% equity interest to the Group after three years from the
date of acquisition.

goooooooooooboooooo
goooooooooooboooobooo
ooooooooo

gooooOoooobOooboooboooo
gooooooooooobooooooaon
gooooooboOooooooooooo
goooooocooooo

gooozosoboooooooooon
gooOoo70%0b00o0o0oooooooDo
goooooboobooooooboobboo
00oo00030%o00000

25. SHARE CAPITAL 25. (10
30 June 31 December
60300 120310
2019 2018
Authorised: gooo

20,000,000,000 (31 December 2018: 20,000,000,000) 20,000,000,000(201800 120 310 0 20,000,000,000)0 HK$1,000,000,000 HK$1,000,000,000
ordinary shares of HK$0.05 each gooookoooooo 1,000,000,000C [ 1,000,000,0000 O

Issued and fully paid: goooooo
3,102,418,400 (31 December 2018: 3,102,418,400) 3,102,418400(201800 120 310 O 3,102,418,400) 0 HK$155,120,920 HK$155,120,920
ordinary shares of HK$0.05 each gooookobooooo 155,120,920(0 [J 195,120,9200 O
Equivalent to ooo RMB135,344,000 RMB135,344,000

0001353440000 OO0 135344,0000
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

26. SHARE-BASED PAYMENTS

(A)

(B)

SHARE OPTION SCHEME

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

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

SHARE AWARD SCHEME

On 28 August 2018, the Company adopted a share award
scheme (the “Share Award Scheme”) to recognise the
contributions by certain eligible persons to the Group and to
offer suitable incentives to attract and retain targeted talent and
personnel for the continual operation and future development
of the Group.

The total amount of the funds contributed to the Scheme by
the Company shall not exceed HK$750,000,000 and the Board
of directors of the Company shall at its absolute discretions to
determine the amount of fund contributed to the Share Award
Scheme for each financial year of the Company.

The Company shall not make any further grant of award which
will result in the aggregate number of Shares underlying all
grants made pursuant to the Share Award Scheme (excluding
award shares that have been forfeited in accordance with
the Share Award Scheme) to exceed 5% of the issued share
capital of the Company without shareholders’ approval. The
total number of non-vested award shares granted to a selected
participant under the Share Award Scheme shall not exceed
1% of the total number of issued shares at all time.

During the period, 22,991,000 ordinary shares of the Group on
the Stock Exchange were purchased at a total cost (including
related transaction costs) of HK$99,980,000 (equivalent to
RMB85,440,000) for the Share Award Scheme (31 December
2018: Nil).

No shares have been awarded under the Share Award Scheme
since the adoption.

China Lesso Group Holdings Limited 000000000000
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(A)

(B)
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27. CONTINGENT LIABILITIES 27. 00 00O

At the end of the reporting period, the Group did not have any gooooooooooooooood
significant contingent liabilities (31 December 2018: Nil). 0020180 120 3100000

28. COMMITMENTS 28. 00
The Group had the following capital commitments at the end of the jooooooooooooooooon

reporting period:

30 June 31 December
60300 120 310
2019 2018
RMB'000 RMB'000
ooooao ooooo
Contracted, but not provided for: ooooooooo

Land, property, plant and equipment and pgooooooooooo
investment properties oooo 635,759 982,063
Investment in a joint venture oooooooooo 23,520 23520
659,279 1,005,583
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

oooggoodd

29. RELATED PARTY TRANSACTIONS AND
BALANCES

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

29. 0 0ooboobn

(A) DOoO0oOoOooOoOoOoOoooooO

Six months ended 30 June
goed3o00000

2019 2018
Note RMB'000 RMB'000
oo ooooao agoooo
Transactions with companies under the goooooooooooo
common control of a director: gooooa
Sales of goods and services ooooooao (i) 13,470 4,641
Rental expenses oooo (ii) 2,019 2,211
Purchase of materials oooo (iii) 6,428 5,943
Purchase of machinery and/or equipment ooooooooo (iv) 72,340 108,309
Purchase of other intangible asset 0ooooooo (iv) - 2,536
Hotel expenses gopooao (v) 2,0M 3,146
Rental expenses paid to directors ooo0ooboooo (vi) 1,126 995
Design and maintenance services ooopooooooo
from a joint venture oooao (vii) 1,800 1,800

China Lesso Group Holdings Limited 000000000000



29. RELATED PARTY TRANSACTIONS AND
BALANCES (Continued)

(A)

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

Note:

(i) Sales of goods and services 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 other 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) Properties including office premises, cafeteria, workshops,
warehouses and yacht were leased to the Group based on mutually

agreed terms.

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

29. 0000000 Oooo

(A) DOoUOOoUOOoOoOoOoOooOooOO
ooo

gooo

(i) gooo0oooooooooooog
gooo0oo0ooo0oooooooo
ooooo

(ii) ooooooooocoooOoooo

(iii) gooo0oooooooooooo
ooo

(iv) oooboboooooooooooo
goooO0oooooooooooo
ooooooooooo

(v) ooooooooooooooon

(vi) oooooooooooooooo
oooooooooooooooo

ooo

(vii) gooooooooooooooo
od
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

29. RELATED PARTY TRANSACTIONS AND 29. 000O0O0O0OO0OOo0oo
BALANCES (Continued)
(B) BALANCES WITH RELATED PARTIES (B) ODOOOOOOO
30 June 31 December
60300 120 310
2019 2018
Note RMB'000 RMB'000
oo ooooo goooo

Balances with companies underthecommon 0O 0000000 DO0O0O

control of a director arising from: ooopooooo
Deposits paid for the purchase of ooopoooooooooo (i)
machinery and/or equipment oo 172,090 109,415
Purchase of machinery and/or equipment ooooooooo (ii) 43,440 59,192
Note: ooo
(i) The balances are included in the Group’s deposits paid for the (i) oooooooooooooooo
purchase of land, property, plant and equipment. g0oooooooooo
(ii) The balances are included in the Group's other payables and accruals. (ii) Jo0o0doooooooooog
oooo
(C) COMPENSATION OF THE GROUP’'S KEY MANAGEMENT PERSONNEL (C) DoOooooooooo
Six months ended 30 June
pgoed3p0000O0O
2019 2018
RMB’000 RMB'000
ooooo ooooo
Short-term employee benefits oooooo 1,210 4194
Post-employment benefits ooooo 133 196
1,403 4,390
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30. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS

Assets measured at fair value:

30. OO0 boooood

ooooooooooo

30 June 2019
201901 60 300
Fair value hierarchy

gooooo
Level 1 Level 2 Level 3 Total
god god ood oo
RMB’000 RMB'000 RMB’000 RMB’000
goooo goooo goooo goooo
Other financial assets oooooo
Debt instruments at 0o0o0ooooooooon - 266,211 - 266,211
FVTOCI ooooo
Equity instruments at 0o0pooooOobooooo 706,665 525,282 16,990 1,248,937
FVTOCI ooooo
Equity instruments at 0oooooooo - - 55,596 55,596
FVTPL ooooo
706,665 791,493 72,586 1,570,744
31 December 2018
20180 120 310
Fair value hierarchy
gooood
Level 1 Level 2 Level 3 Total
god goo ood oo
RMB'000 RMB'000 RMB'000 RMB'000
goooo goooo goooo goooo
Other financial assets oooooo
Debt instruments at goooooooooooo - 255,099 - 255,099
FVTOCI ooooo
Equity instruments at oo00ooooOoooooo 729,866 797,665 15,995 1,543,526
FVTOCI ooooo
Debt instruments at FVTPL 00o000o0oooOoooooo - 21,000 26,649 47,649
Equity instruments at FVTPL o0ooooobOobooooo - - 53,886 53,886
729,866 1,073,764 96,530 1,900,160
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30. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (continued)

84

The movements in fair value measurements within Level 3 during the
period/year are as follows:

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
oooggoodd

30. 0000 DbO0O0O0ODOooo

gooooooboooooooboooooo
og

30 June 31 December
601300 120 310
2019 2018
RMB’000 RMB'000
goood goood
At 1 January o1010 96,530 13,577
Additions oo 970 113,976
Unrealised gain recognised in profit or loss gooobooboooboo 1,748 7,098
Disposal oo (26,925) (40,000
Exchange realignment pooo 263 1.879
Fair value at the end of period/year oooooboooo 12,586 96,530
Liabilities measured at fair value: goooboooooo
30 June 2019
201900 600 300
Fair value hierarchy
gooooo
Level 1 Level 2 Level 3 Total
ooo ooo ooo o0
RMB'000 RMB'000 RMB'000 RMB'000
goood goood ooooo ooood
Derivative financial instruments oooooo - - 6,592 6,592
31 December 2018
20180 120 310
Fair value hierarchy
oooooo
Level 1 Level 2 Level 3 Total
ooa ooa ooo oo
RMB'000 RMB'000 RMB'000 RMB'000
ooooo ooooo ooooo ooooo
Derivative financial instruments oooooo - - 6,592 6,592

During the period, there were no transfers of fair value
measurements between level 1 and level 2 (six months ended 30
June 2018: Nil) and no transfers into or out of level 3 for both financial
assets and financial liabilities (six months ended 30 June 2018: Nil).
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31.

32.

EVENT AFTER THE REPORTING PERIOD

On 30 July 2019, the Company as guarantor and its wholly-owned
subsidiary as borrower entered into a facility agreement (the “Facility
Agreement”) in relation to dual currency syndicated term loan and
revolving credit facilities in the equivalent amount of US$900,000,000
at an interest rate of LIBOR/HIBOR plus 1.60% per annum with
syndicate lenders. The final maturity date under the Facility
Agreement is the date falling 48 months after the first utilisation date.

APPROVAL OF THESE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

These interim condensed consolidated financial statements were
approved and authorised for issue by the board of directors on 26
August 2019.

31.

32.

googoo

g20190703000000000000OO0
gobooO0o00Oo0ooooboobDOoDn
goo00oooooooo,0000000000
goooooobooooooooogo
goo1lecb0ooooooooogn
gooooooboobomobooboomooon
gboobOoooboobooboooboonDod4s
ooooooo

gooobogogbooogan

oooooooooooon2019080 26
gooobboO0O0oooooog
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GLOSSARY
HpN

“Board”
gooogo

“Bv/|”
ooooooooo

“China” or "PRC"
oooo

“Code"
oooo

"Company” or “China Lesso”

gboooooooooo

“Current Ratio”
goooono

"EBITDA"
gooooooooo

"FVTOCI”

goooobooocooooooo

"FVTPL"
gboooooooobd

"Gearing Ratio”
ooooooo

"Group”
ooooo

“HK$"”
oooo

“Hong Kong” or “HK"
oooog

the board of directors of the Company
ooooono

the British Virgin Islands
goooood

the People's Republic of China, for the purpose of this report, excluding Hong Kong,

Macau and Taiwan
O00000dodooooooooboooooooooooon

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

goooobobov4ooobobooooo

China Lesso Group Holdings Limited
goooooooooono

the ratio of current assets to current liabilities
goooooooooooo

earnings before interest, taxes, depreciation and amortisation
goooooooooooooon

fair value through other comprehensive income
ooooooooooooo

fair value through profit or loss
goooooooo

the total debts divided by the sum of total debts and total equity
goooooobooooooooooonoo

the Company and its subsidiaries
ooooooooo

Hong Kong dollar, the lawful currency of Hong Kong
oooooooooa

Hong Kong Special Administrative Region of the PRC
ooooooooad
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“Listing Rules”
gooooo

“Macau”
oooo

“Model Code”

gooooo

“New Fortune”
gooogo

“pE"
O PEDO

"PP-R”
0 PP-RO

“PVC”
O pPvCO

“Quick Ratio”
goooono

"RMB”
ooooo

“SFO"

goooooooog

“Share(s)”
oooo

“Shareholder(s)"”
oooo

the Rules Governing the Listing of Securities on the Stock Exchange
goooooooo

Macau Special Administrative Region of the PRC
oooboooooo

the Model Code for Securities Transactions by Directors of Listed Issuers as set out in

Appendix 10 to the Listing Rules
gooooOo1ooooooOo0oOooooo0ooooooooag

New Fortune Star Limited, a company incorporated in the BVI
New Fortune Star Limited0 OO0 00 000000000000

polyethylene
ooad

polypropylene random
goooood

polyvinyl chloride
oooo

the ratio of current assets less inventories to current liabilities
go0o0o0oooooooooooon

Renminbi, the lawful currency of the PRC
gooooooooono

Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong
goooos57100b0o0oo0oo

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

holder(s) of the Share(s) of the Company
oooooooo
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GLOSSARY
HRN

“sq.ft.”
goood

"Stock Exchange”
goooao

“Taiwan”
gooo

“tonne(s)”
ooao

“US”
oooo

"US$”
oooo

“Xi Xi Development”
gooooad

“op
0 %0

O

square feet
oooo

The Stock Exchange of Hong Kong Limited
goooooooood

the Republic of China
oooo

a unit measuring weight, equal to 1,000 kilograms
Jo0oboOOooOooooont00000

the United States of America
ooooOood

US dollar, the lawful currency of US
gooooooooo

Xi Xi Development Limited, a company incorporated in the BVI
gooooooooooooobooooooooooon

per cent
ooad

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

* 0oo0ooo0oo0oo0ooooo0obOooooo
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BOARD OF DIRECTORS
EXECUTIVE DIRECTORS

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

Mr. Lai Zhigiang

Mr. Kong Zhaocong

Mr. Chen Guonan

Dr. Lin Shaoquan

Mr. Huang Guirong

Mr. Luo Jianfeng

Mr. Lin Dewei

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Wong Kwok Ho Jonathan

Mr. Cheung Man Yu

Ms. Lan Fang

Dr. Tao Zhigang

Mr. Cheng Dickson

AUDIT COMMITTEE
Dr. Tao Zhigang (Chairman)
Mr. Wong Kwok Ho Jonathan
Mr. Cheung Man Yu

Mr. Cheng Dickson

REMUNERATION COMMITTEE
Dr. Tao Zhigang (Chairman)

Mr. Wong Luen Hei

Mr. Zuo Manlun

Mr. Wong Kwok Ho Jonathan

Mr. Cheung Man Yu

NOMINATION COMMITTEE
Mr. Wong Luen Hei (Chairman)
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Dr. Tao Zhigang
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CORPORATE INFORMATION

0o

AUTHORISED REPRESENTATIVES ERERERE

Mr. Zuo Manlun goooao

Mr. Kwan Chi Wai Samuel goooo
REGISTERED OFFICE ERERERERE

PO Box 309, Ugland House PO Box 309, Ugland House
Grand Cayman, KY1-1104 Grand Cayman, KY1-1104
Cayman Islands Cayman Islands
HEADQUARTERS AND PRINCIPAL PLACE OF goooooooooaao
BUSINESS IN CHINA

Liansu Industrial Estate oo

Longjiang Town 00000 005283180
Shunde District ood

Foshan City ooo

Guangdong Province 528318 ooo

China goooo

PRINCIPAL PLACE OF BUSINESS INHONG KONG 0OOOOOOO0O

Unit 3, 12th Floor, Tower 2 oooo
South Seas Centre ooooo
75 Mody Road o0oo750
Tsim Sha Tsui East oooo
Kowloon, Hong Kong ooo12030
LISTING INFORMATION ooon
Listing: goooo
The Stock Exchange of Hong Kong Limited Ogo0ooooOoooooono
Stock code: ooooo
2128 2128
SHARE INFORMATION oood
As at 30 June 2019: 020190603000
Share issued 3,102,418,400 shares gooooog 3,102,418,4000
Market capitalisation HK$19,483 million oo 194.830 0 0
Board lot size 1,000 shares gooooo 1,0000
DIVIDEND 0od
Interim dividend HK12 cents per share gooo oo1200
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FINANCIAL CALENDAR

Interim results announcement:
26 August 2019

CLOSURE OF THE REGISTER OF MEMBERS:

for determining the entitlement to interim dividend from

10 to 12 September 2019 (both dates inclusive)

Payment of interim dividend:
on or around 23 September 2019

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

good
ooooooo
20190 80 260

ooDOooooooooooo
O0o0ooO0oo0oo0oooo0oD20190
sb1o01200C0 000000

goooobo
20190 9023000000

gooooooo
MaplesFS Limited

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

googooood
ooooo0ooo0O0o0oo
oo
00000001830
oooo

170 1712-17160

oogod
iPROOCOO
goooooooe9n
Oooo230d

000 (852) 2136 6185
0 O O (852) 3170 6606
0O 00 ir@lesso.com
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CORPORATE INFORMATION
good

AUDITOR

Ernst & Young
Certified Public Accountants, Hong Kong

SOLICITOR
Ropes & Gray

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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