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ABOUT THIS REPORT

This is the second corporate social responsibility report by China Lesso
Group Holdings Limited and its subsidiaries. The report systematically
explains the company's philosophy of corporate social responsibility, and
its practices and performance in fulfilling its corporate social responsibility
towards shareholders, customers, business partners, the environment,
employees and society. It also covers the company's outlook for its
endeavours to serve customers and society.

PERIOD COVERED BY THIS REPORT

This report principally covers a period from 1 January 2016 to 31 December
2016, and part of both the previous financial year and the year 2017.

SCOPE OF THIS REPORT

This report covers the performance of China Lesso Group Holdings Limited and
its domestic subsidiaries, but does not include that of its overseas subsidiaries.

DEFINITIONS

For the purposes of expression and readability, China Lesso Group Holdings
Limited ("China Lesso" or "Company"), which together with its subsidiaries,
is referred to as the "Group" or "We" in this report.

BASIS OF PREPARATION

The majority of the contents disclosed in this report is prepared according
to The Environmental, Social and Governance Reporting Guide of The
Stock Exchange of Hong Kong Limited, and the G4 Sustainability Reporting
Guidelines of Global Reporting Initiative.

DECLARATION OF THE TRUTHFULNESS,
ACCURACY AND COMPLETENESS OF THE DATA

The Company gives its assurance that the contents of this report, for which
the Company accepts full responsibility, are true, accurate and complete,
and are free of any false statements, misleading representations or material
omissions.

CURRENCY

Unless otherwise specified, the currency in which the financial data are
reported is Renminbi ("RMB").

ACCESS TO THE REPORT

This report is available in both Chinese and English. An electronic copy
of this report can be downloaded at China Lesso's website (www.lesso.
com).

Corporate Social Responsibility Report for 2016 (34t S &ETHRE

BARAIRS

TRERTEHBREBEERRERADREW
BABEMNE_NHEEERS FRRK
BTEE 2016 FHEETHRR 2R &
E%f Bk BIMMESIEOMER
FBS BE B8 URREKREER-

iSEEE

2016£E1 B1HE2016%F 12831 A
DR EF R

=

TRERET BB ERERA T REM
E/Aj NEEBINE LT

FHEHE

BTERFTANEE EARSHPEBESE
Bi=RARAE (978 [ HEESE | 5% V\TJ )
MEWBASRE [£E] 30 3]

SR
RIREFFIRBEH A NABFBIRBEBR
S (BE 22 RERFEES) BEXE
BEM2RESEFAAN (UHEEERS
REFEE GRI-G4) BHEEHEE o

R A

RREFTIRENEEEZARAATIERX
- BERENEHAREE . ABRE
BENBAEEEATERLE . REMERE
HEKXNERF

RREPEANESEMNESRRABY
VEUNES

SR
AREREPERAHE S BB

£ www.lesso.com B UL AR FRIFEDL FEER
LEBFhRe

01



China Lesso Group Holdings Limited s E BB E BB AR AT

01-17

zan  18-37

01 Q;;;; thgi Report Building a Happy Home
SH IS AAER T —
BEREZEEZR
04 Chairman's Message
W R 22 Settin g\ P enchmark for Quality
06 About Us TM Industry
B A BEER BIHTEET
09 Corporate Governance 29 agship Organization
UNCIb=E: irch and Development
09 Socially Responsible Management of Business i:t: ((‘]‘;&“.H }i\‘\ :‘I‘%Hﬁ#bf“’
== (T s = pmwy =1 55 =117 Jm.
SEEE 35 Full Support to Production
11 Communication for Corporate Social Responsibility Safety
SR P
15 Highlighted Issues of Responsibility
EEEE

52 Improving Environmental Management Systems

;I; pescl ﬁk!ﬁ

TEREERIER 62 Supporting Community Development
53 Fostering Environmental Awareness Rt EEE

7 S 70D 4R 0 o e s

HRERR R 63 Poverty Alleviation
54 Enhance the Efficiency of Resource Utilization HEER

SR IR 65 Voluntary Services

58 Reducing Waste Discharges SREEEE

PRI ROHERL

Bringing A Warm Touch To The
@ Building A Green Home Living Environment
EEREFRERE mEEEEERS

i 5059

s’ 60-65

02



Corporate Social Responsibility Report for 2016 (M¥Eit EE(FRE

i 38-43

vers 44-49

Paying Attention To Details Of Working With Business
Residents' Home Life To Ensure Partners And Residents To
Customer Satisfaction With Develop The Industry In
Services Harmony With Them
RAREEERND BHEEHLEMEEE

40 One-stop Service Platform 46  Socially Responsible Supply Chain
—IhH RS FE A HIEHAESE

41 High Standards of Service 48 Mutually Beneficial Alliance With
BERBEKF Various Businesses

R o

42 Customer Information Security AREXE

EFERRR
80  Outlook
ERK

81 ESG Performance
ESG &K

88  Honours In Achievements
HEge

Sharlngfesults of Development 92  Reader Feedback
HEEHSEERMR MERE

ae  66-79 80-92

03



China Lesso Group Holdings Limited s E BB E BB AR AT

CHAIRMAN'S
MESSAGE

The year 2016 marked the crucial moment for China's evolution into a
moderately prosperous society and the country's ongoing supply-side
reform. In the urban construction sector, underground infrastructure, sponge
cities and urban renewal are crucial to sustainable urban development,
and are thus made the three major directions of the sector's supply-side
reform. This reform has not only presented new opportunities to the piping
industry, but has also posed challenges to the endeavours in innovation,
environmental protection, safety and sustainability.

The year 2016 also marked the 30th anniversary of the establishment of
China Lesso. For the past three decades, China Lesso has been adhering
to its motto: "Link, Easy, Safe, Share and Open" and has been engaged in
transparent communication with stakeholders and joined hands with them
to create value consistently for them. China Lesso's missions to create
a relaxing life for residents and to fulfil its social responsibility have been
integral parts of the company's sustainable development and are the key to
a long-lasting business. The essence of the missions permeates all aspects
of China Lesso's business management, operation and production.

Excellent quality is the key to enhancing the residents' experience of a happy
life. We are at the forefront of the industries of building materials and home
furnishings, and have been dedicated to the upgrading of our products, the
enhancement of their quality through innovation and our products' safety
assurance through stringent control. These measures ensure that each of
our products is reliable and safe, and enable our customers to fully enjoy
happiness at home.

We serve with dedication and the needs of the people in their home lives.
Upholding the tenet that customer satisfaction is our top priority, we have been
providing customers with a one-stop convenient service and have been making
breakthroughs in this regard. To adapt to the Internet era, we have launched
LESSO MALL, LESSO HOME and other projects to make people's lives at
home convenient with our electronic and internationalized services.

Through honest communication, we work with residents to build a business
harmoniously. For mutual benefits, we communicate and work with business
partners with candour, fairness and an open mind. This has also enabled
us to share our ideas and practices with both the residents and business
partners and promote the development of the industry in harmony with all
the stakeholders.
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Green operations guarantee a better home for residents. In response to the
state's eco-friendly policies, we have implemented a well-established corporate
environmental protection system and adopted effective measures to save
energy and reduce emission so as to minimize the impact of the production and
operation activities on the environment. By fostering environmental awareness
of our employees and customers, we aim to maintain ecological harmony and
enable residents to enjoy an eco-friendly life.

We are committed to charitable causes in order to foster a compassionate
community for the residents. Contributing to the community's development
with a passion, enthusiasm and care is our way to give back to society, and
as such, we offer voluntary community service in order to promote mutually
beneficial development of the community and our company and to create a
happy home for residents.

For China Lesso, every employee is a valuable participant in creating value
for residents. Putting people first, we strive to inspire employees, in a safe and
healthy working environment, to apply their talents to create value, to improve,
to develop along with China Lesso, and to share the fruits of their efforts.

In 2016, China Lesso made inspiring achievements in production, operation,
and social responsibility with the support from all its stakeholders. | would
like to pay my respect on behalf of the Board of Directors to all employees
for the unremitting efforts that they have put into China Lesso's development
and the fulfilment of its social responsibility. | would also like to extend my
sincere thanks to our shareholders, investors, partners and customers for
their support and trust! In the future, we will continue to operate our business
prudently and responsibly so as to generate returns to all the stakeholders
while creating a relaxing life.
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ABOUT US

COMPANY OVERVIEW

China Lesso Group Holdings Limited (stock code: 2128) is a leading large-
scale industrial group that manufactures building materials and interior
decoration products in mainland China. The Company was listed on the main
board of the Stock Exchange of Hong Kong Limited (SEHK) in June 2010.
Headqguartered in Shunde, Guangdong province, the Group has 22 production
bases in 16 provinces across China, including Guangdong, Guizhou, Sichuan,
Hubei, Jiangsu, Anhui, Zhejiang, Henan, Hebei, Heilongjiang, Jilin, Shaanxi,
Xinjiang, Hainan, Yunnan and Shandong; and it has a nationwide distribution
network. The Group's products are classified into four categories, namely
plastic piping (a full range of plastic pipes and pipe fittings applied to such
fields as water supply, drainage, power supply and telecommunications, gas
transmission, floor heating, fire service and agriculture, etc.), building materials
and interior decoration products (a total solution that comprises the production
and installation of sanitary fittings and ware, integrated kitchens, systems of
doors and windows, decorative plates and fire-fighting equipment; and interior
decoration and related services), sales and distribution services (Lesso Mall,
Lesso Home and Lesso Finance) and environmental protection business
(municipal sewage, river management, soil remediation, underground piping
system, infrastructure of a sponge city and production and installation of
integrated water purification equipment, etc.).

ORGANIZATIONAL STRUCTURE
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OUR BRAND

Link / {&5& Easy / 85 Safe / &2

The letters of the logo "Lesso" represent such aspects as "Link, Easy, Safe,
Share and Open" of China Lesso's corporate culture. The corporate logo in
red symbolizes the vibrancy and sustainability of life, and reflects the vitality,
passion and prosperity of China Lesso. It also represents our employees'
tireless endeavor to build a booming business.

__________________________________________

LESSO Bs¥8

F
|
Create a relaxing life X
REEBREERERE :
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LESSO COCO

China's sizeable provider of H()'Ll-swého\d facilities and
integrated solution to interior decoration
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E-commerce platform for hardware, electrical
equipment and building materials
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Mechanical hardware, hardware tools, doors and
window hardware, sanitary ware products, licensed
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materials, security labor insurance, decorative
materials, household products, hardware, electrical
equipment and building materials
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Smart sanitary system

Sanitary ware products

Expert in sanitary materials
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of furniture, building materials and
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Send happiness home through one-stop service
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Integrated kitchens, systems of doors and windows, wooden doors,
decorative plates, water purification equipment , integrated heating system
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North America high-end materials
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High-end materials
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comprehensive environmental
protection service provider
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Environmental protection
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operation and monitoring
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CORPORATE
GOVERNANCE

The management governs the Group in compliance with the law and
regulations. It has established functioning systems for internal control and
management and anti-corruption mechanisms to ensure sustainable and
healthy development of the Group.

In China Lesso, the chief executive manages the Company based on
the decisions made by the board of directors (the "Board"). The Board
is comprised of 15 directors, including nine executive directors, one
non-executive director and five independent non-executive directors.
In order to ensure independence of the respective roles of the Board
and the management teams who are in charge of the Group's business
administration and operations, the posts of Chairman and Chief Executive
are held by different people, namely Mr. Wong Luen Hei and Mr. Zuo
Manlun respectively; and the Board established various committees under
its supervision, namely the Audit Committee, Nomination Committee and the
Remuneration Committee (Please refer to the organizational chart below).
Both the chairperson of the Audit Committee and the chairperson of the
Remuneration Committee are independent directors. For more information
about China Lesso's corporate governance, please refer to the China
Lesso's annual report for 2016.

SOCIALLY
RESPONSIBLE
MANAGEMENT OF
BUSINESS

The Group continued to improve its organization of structure and management
system for fulfiling its corporate social responsibility, thus further integrating its
commitment to corporate social responsibility into its business management
and operations.

PHILOSOPHY OF SOCIAL
RESPONSIBILITY

The Group is committed to fulfilling its corporate social responsibility and
has integrated the relevant practices into its business management and
operations. While developing its business, the Group embraces the concept
of corporate social responsibility in its business management, and as
such, it fulfils its social responsibility towards its stakeholders, thus ensuring
sustainable development of both the Group and society.
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CORPORATE ORGANIZATION
FOR FULFILLING SOCIAL
RESPONSIBILITY

The Group has been building up its corporate organization for fulfilling
its social responsibility, and has set in motion the coordination between
corporate social responsibility work units at four levels. The work units
perform their duties in five aspects, namely the culture, planning, research,
implementation and communication.

7/

HEEEREEEE
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Audit Committee

SuEEE =)
=
i
Management Committee for Social Responsibility -))
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1
1
1

Team for the Advancement of Social Responsibility (Team
Leader Deputy Team Leader, Team Members) -
TEEEEENE (BR 38K HE8)

—~~
™~
1
1
1

Social Responsibility Liaison Officer (Involvement of
employees from subsidiaries ) -
SEATEHEA (HEATREALR)

MAJOR ASPECTS OF THE
FULFILMENT OF CORPORATE
SOCIAL RESPONSIBILITY

To achieve sustainable development, the Group has formulated a feasible
strategy, incorporated it into the business development strategy, and
implemented it as a basic principle. Focusing on the areas of vital importance
to stakeholders and the Group, we have set the corresponding goals and a
detailed guide for their refinement.
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Society
b=

Environment
RIE

Employee
8T

Provide Provide Encourage and Make active Continuously Provide
customers with customers support business contributions build an eco- competitive
safe, innovative, with a one- partners and to the social friendly business working
diversified and stop convenient suppliers to environment guided by conditions,
quality products service, well- comply with beyond the the Group's respect
e s established laws, regulations scope of environmental employees,
ﬁ,ﬁé\%k{}tgi complaint and moral codes business management and promote
i%igﬂq;g system‘ and Py activities of the system employee
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TUEREARTS - 18 g, HtEDH (BTN BRFE P BT fBEET
ESCEi SHNZES 48T HE E REE R
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COMMUNICATION FOR
CORPORATE SOCIAL
RESPONSIBILITY

COMMUNICATION WITH

=H{TEE

STAKEHOLDERS MRS EE

EBESHIIBRNELEBBNSST Fla
HELNBENZHEERCEASERR
MEZRE EEBRENBERT,
BT SR S BT RERE, SRS
BHBRREEICENTFERREENE
Erh REFSARD ERMELR

The Group attributes its success to the understanding and support of
its stakeholders. Communicating with stakeholders and involving them
in the development of the Group are crucial to the latter's sustainability.
The Group has established an effective mechanism for communication
with stakeholders so it is able to consider and adopt their opinions in its
management and operation to ensure mutually beneficial, harmonious and
sustainable development.

STAKEHOLDERS' EXPECTATIONS AND FEEDBACK A 218 B 5 HA R B o] &

EERRFEFHRORA EENEEES
BREBNEE L BEFERE ERR
[EAIRIERE (RER AR 2 8EREN
EE RIEFZAERE D O ISEMZ EE
HEMER AR 8RS RE

Under the principle of mutually beneficial cooperation, the Group has set
up systems and mechanism for ensuring sustainable use of resources and
scientific planning, and involves the stakeholders in its decision-making
process and operations through effective communication. These measures
guarantee the rights of the stakeholders to be kept fully informed and
allowed to participate in the Group's development in areas in which they
have a stake. This enables the Group to maintain mutually beneficial and
harmonious relationships with its stakeholders.
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Stakeholders

Demands and expectations

Ways To give feedback

kT

EREHPE

Protect legitimate rights and interests; provide opportunities for

EEA
Employees' mailboxes, interviews
with employees, labor unions, regular
meetings, seminars, trainings, and

Employees | learning and promotion; realize personal development. "L esso News". a maaazine for internal
8T REGEHD Y BRZS RBHEE BANKESIYS B cmmmmwﬁ g
REAZREMNEER o s sy e e o
REARRIRERT BT/EHE BI5x I8 fle B
TRk 158 T (BREERSER)
Dealers Open, fair and just dealings; provide the dealers with support Website, brochures, customer surveys,
(s and do business with them with integrity. customer communication platforms
i REAFRIE RBHXR HENRE HEER L SEM BERET BEREEYA
) Open, fair and just dealings; provide the suppliers with support Buswness communications, Isupp!\er
Suppliers : ‘ . ) meetings, phone calls and interviews
B pERS acd d(\) busmess vv\jt: thim wnhﬁmtegmy. with suppliers
PSS /N7 /, IE/ y El/\ == v , R = EE o ' . N e
AFARIEAR, RS SRRE: SISE AR (RS B P
Continued improvement of the Group's profitability and core Board of directors' meetings, annual
Investors competitiveness; conservation and appreciation of asset value; | reports, announcements, shareholders'
ES prudent and steady operation of business. meetings, investors' meetings.
- AERSEERAMENNZOGRFN BREEREEE B |28 FERE A5 BEL S
R KwEESE
Well-managed production, measures to improve the ‘ o .
. L Charitable activities, employees' voluntary
environment to ensure that it is safe and healthy for people to ) . L
: o . . relief services for victims of natural
Community | live in; support to charitable causes as a way to give back to . . ‘
HE society S;_s;ste\rs, official vvebsj\t:e, annual reports.
N : an . s g e /m\x:l/ =y N iI/\\/\E\ b C B
SRR NEBE AR REBENETEE wHAn | oo oael BLSEEED 8
$¥, @ﬁ%%ﬁ mEJEE‘ EE};%EI:I
Sincere cooperation, operation with integrity, provision of Giving feedbgck by phone, mail
) ‘ : and other online means; After-sales
Customers | quality services and safe, eco-friendly products. service: Daily communication
BE | ERAF SECE REEENRENSER R2BREN et '

E

B BURRLERE
EERY - HBEERE

Environment

Energy conservation, consumption reduction, solid waste
discharge control, environmental protection and beautification

Environmental campaigns; participation
in forums on environmental protection;
publication and distribution of corporate

RIE HHEER, RITERE BEIEEMHR E=WIEE REEE | social responsibility reports.
EREIRIE BRAWEE REBEFRERE 425
EREEHESE
Follow the government policies and comply with regulations;
generate wealth, tax revenue and job opportunities; strengthen | Participation in conferences, talks,
Government | supervision at work place and production plants to ensure communications and reporting on
B safety and environmental protection. work.
HTBERER RIEE 2 M E RWAIMERS IRz E, | 28 855 B8 =2RI1FE
RERER
Interviews, visits, media conferences,
Media Disclosure and dissemination of Information official microblog and WeChat account
pHae =B SR K 28 HEEEgLRk

EHE (MIE
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IDENTIFICATION OF
SUBSTANTIVE ISSUES

Under the principle of ensuring sustainable development and involving
the stakeholders in its development, the Group has identified substantive
issues regarding state policies, corporate strategic development planning,
communication with stakeholders and trends in the industry.

* Table of Key Issues of Corporate Social Responsibility (24t & ST RS

B =R

EHERTSEERESSRAUMNFNZERHS
ZH[RA 2EERKEE PEHEERA
B EEFREESEEBRURTEER
BBRLEZHTEES HBTEESEE

e IES

Type No. Substantive Issues
a5 SRR BHEMER

GO-a Establishment of sustainable development ideas
M AR EERE S
Corporate Governance GO-b Corporate management in compliance with the law
NEaE kst
Business ethics
coc S
EN-a Establishment of environmental management regulations
RIEEEFIERER
EN-b R&D of eco-friendly products
RIREmRFE
Environmental Protection EN-C Waste discharge management
RIGRE EEEMHEE
EN-d Comprehensive utilization of resources
BiRiza A
EN-e Healthy production environment
HEEREEE
SU-a Training and support for dealers and suppliers
IR e 1 Bl B S 8
Supply Chain SU-b Mechanism for regular communication with dealers and suppliers
fHrEsE IR MM RS B R BB b
B Fair procurement
SUe | awzm
Product quality assurance
PR-a O = O gF =
ﬁ:ﬂ%&uugi
PR-b Price-performance ratio of products
EmEL
Product Responsibility PR-C Product safety
EmEt EmTl
PR-d Innovative design of products
EmRIFERE
PR-e Extension of the scope of applications of products
EmERTRE
o Contributing to community development
Responsibility Towards CO-a BRI EE
Community 5 —
ﬁ:@ﬁ1f B overty relie
coo BB
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ANALYSIS OF SUBSTANTIVE ISSUES

Through internal and external questionnaire-based surveys and data
processing, the Group has analyzed the substantive issues in respect
to corporate governance, environment, supply chain, employees and
community, from two perspectives, namely one on the importance of such
issues to China Lesso and the other one on the importance of such issues to
its stakeholders. The varying degrees of importance of these five substantive
issues have been recorded accordingly.

With the assistance of an independent consulting firm, the Group has conducted
an opinion survey on the stakeholders from two perspectives, namely one on the
importance of such issues to China Lesso and the other one on the importance
of such issues to its stakeholders. The survey evaluated how well China Lesso
had fulfilled its corporate social responsibility in five aspects, namely corporate
governance, environmental protection, performance of its products, participation
in community's development and its treatment of employees and how much
importance the stakeholders attached to such aspects as well as their expectations.

The consulting firm conducted the questionnaire-based survey of the
importance attached by investors, community, suppliers, dealers, and
government to 18 selected, important issues related to the economic,
environmental and social aspects of China Lesso's business. The data
and opinions collected were then analyzed and presented in this report.
Among the 55 stakeholders surveyed (including China Lesso's employees,
customers, suppliers, representatives of the community and investors, etc.),
53 gave valid responses.

After reviewing the survey results, the Group's management has formulated
the quantitative Key Corporate Social Responsibility Issues Matrix based on
the evaluation by the stakeholders and the scores attained by the Group
in key performance indicators. This enabled the Group to ascertain the
priority of the substantive issues. Please see the List of China Lesso's Key
Corporate Social Responsibility Issues on the previous page for details.

High

=)

v PR-a
v PR-c

R PRp @ EN-—C

1%} v CO-a
o & EN-d GOc ¥ 2 Gob
% s EN-c ® o E’\ieCO*b
it = ASU-e "GO-a
[l O
frajies
=3 A SU-c
£ g ®EN-b
g v PR
®E v PR-e

A SU-a
Low
&
Low Importance to Relevant Stakeholders Hiégh
3 HIAMA SN EERE =
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Figure: Matrix Diagram of the Priority of
Substantive Issues
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HIGHLIGHTED ISSUES
OF RESPONSIBILITY

The labour productivity of the traditional way of producing pipes has failed
to meet the increasing demand of the industry. Furthermore, labour-intensive
production with poor working condition is bad for employees' health. Aware
of the importance of full automation in pipe production, the Group started to
apply automation production technologies in 2012. From 2014 to 2016, the
Group invested heavily in automation, and realized a per capita output value
growth of 12.51% in 2015, and 4.64% in 2016. The adoption of automation
technologies has enhanced both the speed and quality of the Group's
development, and greatly reduced the labor intensity, thus providing the
employees with a healthy, safe and comfortable working environment.

ADVANCE WHOLE-PROCESS AUTOMATION
BASED ON ADVANTAGES

By adopting automated equipment throughout its entire production process
and through the improvements, research and development carried out by its
high-caliber team, the Group has basically automated its entire production
process that encompasses supply of raw materials, production, packaging,
warehousing and discharging cargoes. This has enhanced the Group's
manufacturing capacity and added impetus to its development.

Corporate Social Responsibility Report for 2016 (M¥Eit EE(FRE

SEE&E

BHREBELETIFNMESEENEER NG

WmEHREENEX£BES K MEETS
FRE R FERERE HETHNERD
BRANTZ . EEERIEEEEESS
HEREMANEEZMN 1R 2012 FHBE
BEEEESUENNER IR 2014 FE
2016 FRAAEE BIRT 2016 FAH
EERTF 1251% 2016 EABEEERTT
4.64% WS- BEMEMNEERERRNE
RETERNEREENEE BAERE
TETZH:EE AERSTRMHER =
2 FFENIIEEE.
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DEERMTIRANESD E

Small Reform That Leads to Tremendous Wealth

INKE KIS

In 2016, Lesso Storage and Logistics Center adopted auto-loading
clamp device in its forklift trucks, modified the forklift trucks, renovated
the loading area and reinforced the loading platform so that three trucks
can be parked there at the same time. The automatic loading system
has reduced the need for a huge traffic of workers, minimized the risk
of dangers, accelerated the loading process, reduced manpower and
time required for loading the cargoes, and thus enhanced the efficiency.
Meanwhile, it has also enabled the Group to ship the goods more quickly
to their destination, thus eliminating complaints from customers.

EFEEFEYRABOR 2016 F£3EBSE
I ED ST ElI.ﬂﬂﬁ?JE.L TXELHE
BREER NMEEEYEE Fz=0
ALARREE=mEE=E- Eiﬂzéiéf%\%ﬁﬁ’\]
§|]\ Eﬁ( 7L£%§EE)\/)|L.E* ﬁ@
EELZ . EEEBEARBNOKRE BT
EEMATHERR R TEEREE, B
FTRENEYRAERRINETFENM
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Central Material Supply
System
FhoR it R

Central material supply system has
been fully rolled out and employed
in the production of various pipes
(pipe fittings). The dust in the
employees' working environment is
reduced by over 90%, product pass
rate improved by 1.89% and losses
were lowered by 2.11%.

SEMHMAPRERN RS ERRSE
BIBER (&) 4£&E 2016 FEET
T/ERIBMERR T 90% AL Em
SIRRIES T 1.89% BERIEFE2.11%°

|

Automatic Pipe Fitting
Assembly Equipment
EHEERERE

Alleviates repeated physical labour
and transforms employees into
machine operators, it also facilitates
the standardization of production
processes, and boosts the
advancement of product quality.

—TEBRETAZTEERNES
FETHENABEBNRIEE 5
—HHERET EEBEREL (K
BIE ¥R T EmE SRR
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Auto Metering Formula
ErEEam

With automatic and mechanized
operation, this procedure improves
the production efficiency by over
200%, reduces the employee
exposure to raw materials by over
90%, and reduces labour intensity
by over 80%.

BRTZILFRBEEM  ERERE
2016 FAEEMEIRTT T 200% LAE
DT B TEEAR RIS 90% LA
b ERFREES ERE 80% LA Lo

megsszEs

| g o § SN EET

Automatic Pipeline
(Pipe Fitting) Packaging
Equipment
E# (E4) BEaREE

Online and offline pipeline
packaging equipment achieves
automated metering, counting, and
packaging, thereby achieving an
efficiency 5 times that of manual
packaging.

2HS|IAG LG NEME IR

BERTEHEDBEFHEE
MEER) T AT fZo

Automatic Raw Material
Unloading Equipment
EE BESHERE

Optimizes delivery of raw materials,
increases dust collection units,
alleviates repeated physical labour
and in 2016 reduced dust in the
work environment by over 85%;
beneficial for the protection of
employees' health.

BT FATRHEMXIRED 18I0 T EE
WIEEHEH ) JRiES S T EEEEE N 55
2016 FERIEHHESRED 85% LA
£ BRRE THZERRIRE

Research and Development

of New Product Supporting
Equipment

MERBERBHR

Products and automation
installations are developed side
by side. Engaging in product
development while taking into
account humanization, reduction
in labor intensity, and freeing the
hands of employees.

Euuﬁﬁ?‘“"éﬁﬂi?é@]% R B2 5
 REmFEIRIREIEE A E R
f&%iﬂﬁﬁ}; W NFRAE
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GUARANTEEING EMPLOYEES OCCUPATIONAL

HEALTH AND SAFETY REEETHERERZS

To cope with the new economic situation and changes to society, the Group THHERHFNCEL S 2R FEN
has been investments in and promoting automation of its production over EE2T EERFERESEEKIEEERD
the years. In the process, the Group has eliminated the obsolete equipment, WEH BREBERE KKBRETEIN
significantly reduced the labor intensity, and prevented accidents which SEEE B E TRBSMERZ2E

could have resulted from overwork. The adoption of advanced equipment BEEsSESERE RETANSTEME

has led to a dust-free, odor-free and noise-free working environment and MR EIBEN (=8 TEEE FEE
lowered the risk of occupational disease, thus guaranteeing the employees ETHERRRZE-

occupational health and safety.

---------------------

Work environment Improved product pass Reduction of losses

90% i | 1.89% | 211%

-
- ~
.- ~

dust reduction K X rate ¥ \ FERIBAE ,
\ BB T TIFER K \ {EEEE D At / % ;
\\\ HRpE '/, \\‘ ',' \\\ //
~ ’ ~ ’ ~ ’
\\ ’f \\ ’¢ \\ ”
. . N . N .

————————————————————

China Lesso's Centralized Raw Material Supply System

BHEE R UL R AR

China Lesso rolled out a centralized raw material supply system from 2014
to 2016 at its eight companies, including its headquarters in the Shunde and
Heshan Lesso. The centralized raw material supply system is fully used in the
production of various types of pipes and pipe fittings, including PVC water
pipes, PVC drain pipes, PVC wiring ducts and pipes. Complete with a dust
collection system, the centralized raw material supply system has enabled the
Group to realize a centralized control of its operations, centralized input of raw
materials, automatic measuring of raw materials, and conveyance of mixed
materials through pipes. The conveyance of raw materials through a system
of pipelines has reduced the effects of external factors on the raw materials,
lowered the dust in the air and the loss of raw materials, thus realizing clean
production and improving the working environment.

2014 %% 2016 FHM EELAREDRMUEEGHER GEE e S Jda
ETEEEN BUNBELIREARATE 8 RAT TREHNESR i Sl zelRe el S b A e
Hh ok 245

SEMERR PVC 47K PVC HEK - PVC Gisie S S L @ERNEM (&
) EFEe R EFHRAEAER T huinbiR2E s [REEHR
B BEREEEFE BREEHXTRETEBNBERERS 25D
FHYIREEESE REIMNEREERENSE Bl TREDNNE
HEMRERE BRTIESREE BUTEINIEES.
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PRODUCTS
BUILDING A HAPPY HOME

Em=
BHREFRIR

Manufacturing good products, creating good experiences and
enhancing the sense of happiness is the philosophy that the
Group has been exploring and adhering to over the past 30
years. In order to let the users experience a happy and easy life
at home, the Group has taken stringent measures to ensure the
safety and quality of its products and to develop and innovate
high-quality products.

iSirEm RIEIFEER RIARESER 5B 30F
RAEBRRNMETH=EE2ET EEBOTEEAA
PR=EEREE REERHER2MERELER 2
HMRSEEER RINEBEENREEZRR EMAR=
B8« R| B




Total Number of approved Total Investment of R&D and
patents technical innovation
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Dedicated to providing customers with high-quality building materials and
interior decoration products, we have developed over 10,000 types of
products in the categories of plastic piping, building materials, sales and
distribution channel service and environmental protection.

Pipeline Products
S EE O
B 1E/&Enn

We can provide a whole-series of pipeline products for water supply,
drainage, sewage discharge, power, telecommunications, gas, floor heating,
fire control and agriculture.

Channel Service
EER%E

Through LESSO MALL and LESSO HOME, we have built the business
model of "Internet+ home furnishings and building materials and hardware
+ physical mall" so as to become an industry leading channel and service
provider.

EEHIRARRRMUSESENEMRE
Em EmMRBEZZEREE EMR
B RERE RREXSEE BHi#E
10,000 £ Em ©

AR ftaaI HKEPS Y BAOBE MR
IR E R RESEENERIIEEER-

IEMERHEEESRR R BEERNIE
B+ REEM IS + BEERN | BEEL
IREBTENBEENEEELRFER -
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Building Materials and Home Furnishings

EMRE
Committed to creating a relaxing life, we provide integrated solutions ranging MR AE 28 R RIS R
from production, installation and decoration to service. P8 BIRABEBEEREF.

01 Wardrobe 06 integrated , !

KIE kitchens i
swmr |

07 Sink
EHEE H

02 Systems of doors
and windows
P&

03 Sanitary 08 Water tap I
ware products JKBERE i
BRAESR
. 7| 04 Bathtub 09 Floor heating
Uy . AT HhBE
05 Switch 10 Plastic pipes
B and pipe
fittings
SENEN

Environmental Industry
RIREZ

We build a green life for residents through
municipal sewage, river improvement, soll
restoration, underground utility tunnels,
sponge cities and integrated water purification
equipment programs.

WRHEISK TRl TIEEE T
BEER. SR —BUFKRESTE
B REZNEEEEE.

21



China Lesso Group Holdings Limited &1 ElE#28 & @iz RRE R A T

SETTING BENCHMARK FOR
QUALITY PRODUCTS IN THE
INDUSTRY

Guided by its concept of "troika" (production technigue, quality control
and assurance about product quality ) in quality management, the Group
emphasizes overall quality control and stringent control over each step in
the production process. This enables China Lesso to give customers its
assurance about the safety and quality of its products.

ESTABLISHING CLOSED-LOOP QUALITY CONTROL
SYSTEM

Group has established closed-loop system for quality management that
encompasses the management of production techniques, quality control and
assurance about the product quality. The system enables mutual supervision
and support and coordination between different divisions, and encompasses
production methods, process control and evaluation of the results in a closed
loop, thus ensuring the product quality.

ISBEER

GE=Ta

EERSTIE-EE -

R 1AY2

“EBH| N

B mfiﬁzu'gﬁuﬁéuugﬁﬁgéﬁ i
HEENE—ERGHEEIER BEREM
ERSERBEBOAEE

BEHREEEERER

SEEEY (TEHEE-4GS88 -
NEREEERER HEEE FHE)
BBEES A BEE GRVESED
ERHERER AR LB REERES -

mEEE

* CNAS Laboratory
CNAS BR=E
* Result inspection

4+ AN
Quality Management R .
N e =t * Product review
& e EmiHE
S RN
& o,
ég),,?% //’\& %
% 3
S @, B
éb S dz?p e
& iy
Sy %
o - S,
* Optimization of production
methods and processes Manufacturing
BUEETERME methods * Process inspection
*1QC \ Process Control BAERA Quality Control BRREIRER
BREMFER ST = 5 e * Production evaluation
« Scientific formula — AR
PRL SNyl Process control » QEO certification
2 QEO R&E
Closed \M)Om Control System
] HER
Notes: AR

CNAS is the abbreviation for China National Accreditation Service for Conformity
Assessment, and it is a national accreditation body established and authorized
by Certification and Accreditation Administration of the People's Republic of
China ("CNCA"). CNAS is responsible for certification and accreditation services
for laboratories and related organizations. An organization accredited by CNAS
means that it has the technical capacity to provide inspection and calibration
services in accordance with relevant certification and accreditation rules.

QEOQ is an integrated system of quality management, environmental management,
and occupational health and safety management.

22

CNAS 2 hEI &K IFEEARRBITEES (China
National Accreditation Service for Conformity
Assessment) HNEHE EHERRERIBEE
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Stay True to Quality
RsEEY0

Chen Yong, a model worker for quality assurance of the year 2015 from
our Xinjiang-based subsidiary, always carries a warehousing notebook
with her at work to keep track of each product entering the warehouse.
In case of any problems with product quality, she will immediately inform
the quality inspector and workshop shift leader so as to screen out
defective pipes and pipe fittings to ensure that 100% of the products
entering the warehouse pass the quality assurance examination. It is the
quality control personnel who stay true to quality and perform their duties
with a strong sense of responsibility like Chen Yong in their seemingly
boring and complex daily quality inspections that prevent the entry of
defective products into the warehouse. Because of them, we can provide
our customers with high quality products and build them a happy home.

SEBAEHERKERARAR 2015 F
BERBETRXILIFKESETES
BN RERBEEREENFERNS
—ERRFSARERBEUEERA
mEE BB ER S EFAR
RERBDASEBNENEHER RE
EERNENEIEER 100% E28—H
w—RNABDEEERAS ESXE
PUREREENEERBREHR A5HE
YL BEEASEE RETAE [F
Rem] NB BDREAEFEM—MS
HENEM BEERERE-

STRICT CONTROL OF PRODUCTION
TECHNIQUES AND TECHNOLOGIES TO ENSURE
CONSISTENCY IN PRODUCT QUALITY

Through centralized control of the production techniques and technologies,
the Group has prevented discrepancies in product quality resulting from
unauthorized changes to formula and process. Incoming quality control
("IQC") is first implemented to ensure that the incoming materials are
qualified and eliminate issues of quality from the source of production; the
formula is reasonably adjusted for optimization and improvement so as to
meet the requirements for high quality of the products and to reduce costs.

BEIEE T 2&m

EEETIERMEHRER BREREITE
HEh s TEEHERESNERM - BH8
BEERERR S TURREMEERSTS (4
EREA AR IR E S M AR T BEE b
TEREER B MR H{ETmEEAE
mESBEEER XeEAMRTMA

Be Extraordinary at the Most Ordinary Post

R AR,

Xiao Yongwen, a process shift leader at our Nanjing-based subsidiary,
has been starting his shift half an hour earlier every day for the past
six years. He strictly applies the workshop management regulations,
process and labor discipline, and reports the condition of production,
process, equipment and personnel to his superiors in a timely manner.
He is never picky about his duties, and always chooses the hardest task.
There are many more China Lesso employees who work hard at their
posts like Xiao Yongwen. Hardworking and persevering, they have made
extraordinary achievements in quality management.

HRBMENREETRAS IENRRN
XBANFER—ERFERIERFENE
LUIETRETE BEATERS
EEEGE TE2CE SHLES
REsm bR REEE T2 REMNA
BEBe HAREEUEAIEHRE
TEMHME MHEERNE £EE
ABEARSEE AR —EEFENEM
FEMNET MMAREZERFTEN
PR =R N EED OS & =R 32
B RIET TEEESN A TREE.
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OVERALL PRODUCT QUALITY IMPROVEMENT

Continuously improving the quality management regulations, the Group has
relied on "self-inspections, mutual inspections and spot checks" in order
raw materials, product design,

to guarantee product quality in regard to
prototyping, manufacturing and product delivery.

-Accredited Lab

AIER=E

In 2016, the China Lesso Lab successfully passed the CNAS re-
accreditation and extension review to incorporate 1,114 items/parameters
(13 extended items, 25 standard changes) for 102 product categories,
and 10 calibration standards. On one hand, the CNAS accredited lab can
monitor the raw materials and inspect each batch of products, dispense
with third-party inspections, lower the risks and guarantee product quality;
on the other hand, better evaluation items can be provided for innovation
and improvement of new products, and facilitate new product design

and development.

THRFEREE

EETETRESEESEENE WHRHA
B EmRct I £EIEMDRETSE
EERR RS TEMR BR iR =&
FIEHEEETIRG) BREREENRE-

2016 &£ EEERZIEFNEE CNAS 18
PR MEEE Han@EsReiE 102
BERIN4EER /28 (FEE 134
BEIZHEOLE)  REZEI10E &
1B CNAS Bz —HEUUSRSEFEY
BB SEMRERIGRE BERE
=FRBRBINAE RERRERIOLE,
BREREENEE B—HE ZUH
FERAIETE T E M TIF M T
REHHIER  (REFERNRT R

innovation in quality management

Security Project

PrRIEE

Phase 1 of PPR pipeline security system was launched in
June 2016, and Phase 2 for Group pipeline companies
security was completed by the end of 2016.

2016 % 6 A5 PPR EB5tA LE—H T “HIR 2016
FREHEESEEARNEMHH -
The online product security system was implemented in 3

PVC supply channel at Headquarters.
STHRVARER PVC 4HHE 3 BB —EmMBHR L&

[ —
—_—————————

Quality Management System Project

The node control in production process has been realized
and batches found noncompliant in (self and specialized)
inspections can't be warehoused.

CREBRIESESHEFINER BRRIIRE, RaEE
BRER (B BiR) ZRIRIREIARE -

Notes*

EPR: Enterprise Resource Planning is an enterprise information
management system targeting the manufacturing industry for an

—_—————————

integrated management of material, capital, and information resources.

MDM (Mobile Device Management) system is a platform technology
that allows enterprises to conduct their information management on
mobile Internet, and upgrade the tools for its information management

from traditional computers to mobile devices and even mobile apps.
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Quality Data Analysis Team

HEHERS /A

The impact performance of PVC supply and drainage pipes
and PPR pipes is statistically analyzed to identify systematic
defects, mechanical and operator defects.

# PVC %7K HOKEWM » PPR BMME RS EITRTD
I BREEMBELLEERL REER@E-

On the basis of defect improvements, analysis models in
respect of certain performance of pipeline products can be

formed.
BFELE HEMERIBO MRS TR

Quality Data Analysis Team
ERP IEE#1 MDM I8E T1E
We have optimized the EPR system, and completed the

preliminary company visit and gained an understanding in
respect of MDM system.

FeRY ERP I8 B R —RIVMELITAE,
EISENS R

ERP applied in 7 companies in 2016, 230,000 data

oA MDM RGBT HI E

packages sorted.
2016 FF ERP #T LR 7 RF N A EIBHUREHUE 23 HiEe

R

ERP E# =¥ & Rs1E] (Enterprise Resource Planning )
NEHE E—RBIEEARSTEETYEER &S
BRINEEEREN—BHEEBNPEEEEER -
MDM R 2B ERAETE (Mobile Device Management)
BT B Er¥EREEORE EREBENTER
#r o RPCESEHPSEENRERN B EHE
BERIEEEBEER APPo
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Production Quality Management Analysis Meetings

At the end of each year, the Group organizes production guality
management analysis meetings to release information on product
production and operational quality, and issue reward and punishment
announcements. These analysis meetings are to encourage the employees
to attach importance to continuous improvement of production quality in
each department and each link.

EESFFRSEMANEELESEEDT
2 BESNMEBRADZFEERLEEE
BEERN ETAERER HBETHE
SEPI SERGHEFENEEELESN
B

Product Recalling

The Group also has a mechanism to promptly recall defective products.

China Lesso's procedure for recalling defective products

SEERBERE

Customer Problem research

complaint, and confirmation Blisk EvaluEitens @ e
internal and by the QC conducted by relevant
external inspection Department departments as arranged
BERF NI RERHEEES by QC Department
SEBRISRE  HRER RS RS AREPIET

I

St HEMBRBENBRE/METEOE
F F—EBERRAGHENER-.
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Ensuring Product Quality Consistently

China Lesso supervises the production, samples the products, improves
the quality assurance and production process, and applies for patents
for quality improvement with the aim of providing customers with high
quality products. The Group also reviews its own quality assurance
capability and that of its piping manufacturing subsidiaries to ensure the
consistency of its product quality.

Quality Information Feedback Forms for Outsourced Products sent to
the Procurement Center (Unit: Form)

AREPOERIEERREEEREEHE (B 1)

120 —— 104
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2015 2016

Number of QC Group Activities (Unit: ltem)
QC/MEESEEH= (B4 1)
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80
4
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2015 2016
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Quality Improvement Projects for Economic
Development (Unit: RMB 10,000)
RESCEE BEELSEN R (B 8iT)
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Number of Number of patent
items with applications of
improvements in product quality
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From September to November 2016, the Group launched the annual
"Quality Month" event which comprises a series of activities for its
production, sales and distribution, service and other aspects of the Group's
business and the management of all its departments. Annual reviews of
the production and quality management were conducted within the Group,
and an excellent quality management practices of each company and
workshop were promoted so that they can complement each other with
their respective strengths for the purpose of making progress and overall
improvement together. During the event, 97 people were awarded the title
of Model Worker for Quality Control, 42 people were awarded the title of
Model Worker for Quality Management, 20 teams were awarded the tile of
Trustworthy Team for Quality Control, 5 workshops were awarded the title
of Model Workshop for Quality Control, and one warehouse was awarded
the title of the Group's Model Warehouse. The event helped the Group to
distill the excellent quality management experience into clear ideas about
quality control and assurance, to enhance the staff's awareness of the
importance of product quality, and to raise the standards of its product
quality consistently.

"If we produce any defective products and find that the defects have
been caused by the previous shift, we should still be held accountable.
Why? It is because | should have checked the products from the previous
shift. If | have checked them, the defective products would not have
entered the next stage of the production process. | think this is something
a quality manager must be aware of."

— Model Worker for Quality Management - Chen Jianping
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After having carried out in-depth research and analysis on the features of
the manufacturing of home decoration products and building materials,
the Group stepped up investment in the upgrading of its equipment and
replaced the old with the new one. It also developed lead-free drain pipe
processes to the advance the industry's development, to popularize lead-
free production so as to tackle the problem of lead-containing drain pipes.

EERAFRMOTEM REEEERR
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Stabilizers must be applied to the manufacturing of PVC pipes. In
traditional production processes, lead-based stabilizers are used for
their low cost and good stabilization effect. However, there is risk of
heavy metal lead precipitation, which is hazardous to the environment.
China has formulated regulations on prohibiting the use of lead-based
stabilizers in water supply systems, but such regulations on drain pipes
are yet to be introduced.

After promoting lead-free production technology for 5 consecutive
years since 2011, the Group has invested over RMB100 million in the
endeavour. Technical breakthroughs in lead-free large diameter PVC-U
pipes and pipe fittings have finally been made. The Group has taken
the lead in realizing the economies of scale for the production of whole-
series lead-free PVC-U drain pipes and pipe fittings in China.

Lead-free pipeline manufacturing is an important issue concerning
environmental safety and life safety of consumers, and is an area of
focus concerning the sustainable development of the industry. Upholding
the principles of health, safety, energy conservation and hazard-free
environments, the Group has pioneered the exploration and application
of lead-free pipeline formulae. Ultimately, calcium-zinc stabilizers have
been fully applied in our products, so that we can provide consumers
with better and safer products, thus providing them with a green home.

The lead-free formula for PVC-U pipes and pipe fittings has
demonstrated China Lesso's strong technological capability which
enables the Company to play a leading role in the formulation of
regulations and standards of lead-free PVC-U products. China Lesso is
now directing and participating in the formulation and revision of relevant
state standards.

"As early as 2015, European countries enforced the regulation that
requires drain pipes to be lead-free. However, China has yet to follow
in Europe's footsteps. We hope to make the PVC-U drain pipes
manufacturing industry eco-friendly by leading the formulation of the
standards for the industry."

—Song Keming, Director of Quality and Process Management Center,
China Lesso
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BUILDING A FLAGSHIP
ORGANIZATION FOR RESEARCH
AND DEVELOPMENT THROUGH
INNOVATION

Having built an excellent research and development team, the Group
remained at the forefront of the industry by stepping up investment in
innovation, research and development of building materials and interior
decoration products. The move ensured that it possessed the most
advanced technologies in the industry and was capable to provide people
with a diverse range of high-quality products.

TREMENDOUS STRENGTH IN RESEARCH AND
DEVELOPMENT

The Group always attaches importance to the training of its staff. It Group
has integrated the criteria for excellent performance into the staff training
programme and improve and innovate in its management system. For
instance, it has founded China Lesso Research Institute, which cooperates
with domestic and international colleges, universities, and research institutes
in building leading R&D platforms.

China Lesso Research Institute

The Group has been maintaining the world's most advanced R&D capability
to develop and innovate in its products and production technologies. The
Group has established an internationally and domestically leading research
institute, China Lesso Research Institute. The research institute is equipped
with advanced research equipment imported from Germany, the United
States, Denmark, Switzerland and Japan, and is dedicated to the research
and development of the latest technologies to maintain its leading position in
the industry.

R&D and Industrialization Project for Termite
Resistant Composite Protective Polyethylene
(PE) Gas Pipeline
[MMEBEaHERZE (P
- s R EZEL ] HE

E) MREMIE

Awarded the First and Third Place of Science and Technology Award for
Guangdong Association of Light Industry
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R&D and Industrialization
Project for Spherical Valve for
Sub-high pressure PE Gas
Pipeline
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Research Platforms
MEIFTA

Postdoctoral Scientific Research
Station
National Enterprise Technology
Center

® CNAS Accredited Lab
e Guangdong Plastic Pipeline

Engineering Technology R&D
Center

TEEERF LIRS
BIZRABEEFERATHO

CNAS BIRZBAI ERE
BERAENEE TR
FEAAL

BB

Research Achievements
R R

® National Torch Plan Project
® National Industry Research

Achievement Promotion Project
Guangdong Popular Brand
Project and Government Green
Procurement List

o FEZRNIEEIER
o EZRITEMKMREEER
o EREREERNBIHEIRE
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Attaching Great Importance to The Fostering of Talent

The Group attaches great importance to the fostering of talent, and as such, it
has developed a scientific system for evaluating talents' performance, and has
improved the strategy-oriented performance management model. The Group
has been cultivating its talents by assigning them to specific projects.

o ———
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Cooperation with Colleges and Universities

HESREF

Engaged with group of internationally renowned university
experts, and established strategic technical partnerships
with Shenzhen University, Guangdong University of
Technology, and South China University of Technology.

—MEBEKMBENREER BRYIKE B
RIHFARBMERETE T BERMERNRATSERR

China Lesso Research Institute

Staffed with approximately 1,000 researchers, the Group
has built an R&D team of professionals with masters and
doctorates degrees, intermediate and senior engineers,
and resident consultants and experts.
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Research Honors
Rpgs

® National High-tech Enterprise
China Strong Enterprise of Proprietary
Scientific Innovation
o Quality Award of Guangdong Provincial
Government
e Industrialization Demonstration Base of
the Ministry of Construction
Guangdong Innovative Enterprise
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R&D Team Building
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ACCELERATING COMMERCIALIZATION OF R&D
RESULTS

Dedicated to the research and development of building materials and interior
decoration products, the Group has achieved breakthroughs in development
of products and technologies through cooperation with many different parties.
Many of China Lesso's products have won well-known accolades both
domestically and internationally, and as such the Group has set a benchmark
against which the industry's progress in this endeavor can be measured.

Patented Technologies

At the end of 2016, The Group has owned for over 1,500 patents, some
of those still being processed, and 1,267 patents have been granted to
China Lesso. The Group has directed or participated in the formulation of 29
international, state and industry standards, 3 of which have been formulated
and implemented.

JIIPEIDEES = Hed
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m Utility Patent
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Supporting Research and Development of Emerging
Industries R A A

SESERTIMEEENER BOREGES
EMEBERANEE THRBAESEKLEF
BEFED LE—SREEEEEERRE-

Concerned with the development of emerging industries, the Group is
dedicated to the development of utility tunnel for piping systems, and has
developed many new products such as an all-plastic water platform to

further expand into the offshore pipeline industry.

Further Reading—Ultility Tunnel

SRR E— AR E R

A Utility tunnel is an urban underground tunnel that integrates the pipelines
for transmission of electricity and gas, telecommunications, heat supply,
water supply and drainage. The utility tunnels are operated with specialized
access panels, hoisting holes and monitoring systems and are planned,
designed, constructed and managed as a unified system. As part of the
urban structure, the utility tunnels function like a "lifeline" of a city.

CGEEREENTI TRE—ERER
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China Lesso is committed to the development of piping systems for
comprehensive utility tunnels that encompass piping for water supply,
recycled water, drainage and the transmission of natural gas, fire service
as well as cable sleeves for transmission of electrical power and cable
cases for telecommunications.

EERNIRGLEBEERANFEE
BERK BEKEERS HKEd
R RRREERMR BHEEFRR
BENEBEEEEERM BEBEHEER
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Further Reading—~Plastic Water Platforms
JE(RRE—K LA

All water platforms are physical platforms floating on the water designed
to carry a certain weight. They can be used as floating docks, and used
to support ship berthing and operations at sea. Traditional water platforms
employ oil buckets, foam cylinders and pontoons as a floating body,
connected with stainless steel tubes or a wooden board framework.
These water platforms have a short service life, poor stability and wind
resistance, and pollute the environment.

KEFERERFAKE L BJLUER
—EEENYERFES WLABMFZEHE
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BEFEOFR2BERK TR —TEH
HDPE E#{F2Fe8, BMEREM . HERM
BRI RBISEK LAFRSAER T a . BE
MEFERE EreEGK A REMEESUA
BEapEE 2K EFaR—E85E
EIRBEDR ZeAR FRBEE RRMW
REVK EFERS FHAITERK EEETFS
B bmE

Our proprietary new all-plastic water platform is designed with HDPE
pipes as its floating body and is composed of framework and anchor
systems for operations or recreation at sea. Instead of pontoons, the
pipes are used for better construction of medium and large-sized
operational or recreational platforms. This widely applicable, eco-
friendly and durable water platform system offers comfort, strong storm
resistance, safety and reliability, and is groundbreaking in China's water
piping platform systems.
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All-plastic water platform
LK EFRE

Water Surface Water Surface
Construction Platforms === =--=--o--o i Houses and Stages
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Waterside Platforms 7&’7‘? App||\c/\72tc(;nrspll°;r£r|;2\asnc % _____ Sightseeing Platforms
BKES = B rae

2K LV EREAEE

Floating Docks Swimming Pools

TFENHEIE REARBEXD
Our proprietary water platform and aquaculture cage projects involve the EEEFWEHRK LEFEREERBREE
development of anchor system which is composed of a tension buffer B 8#FRNEHHBEHESEKRHEAN
anchor and multi-form cement anchor stone, and recreational foam spaces. HERA KBEEXREELENE HibE
Specifically, the offshore aquaculture cage system was recognized as a BEREBESN 2016 FF 9 BB T E
technological achievement in Guangdong Province in September 2016. It is HERENRET B ZERESE E
now widely applied in Hainan Province, Guangxi Province and Fujian Province. A BESEHERELR.
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Huge Economic Benefits

A,
=

This huge cage can deliver a high output which is suitable for large-scale production
and corporate operation. It can be placed far offshore, and the cage enjoys good
water quality, high survival rates, and delivers high quality seafood products.
PEREERN EE5 BoRfEEERE CEWEF. =R B, BIER
= AREER. BENEEREES

ERFZmRE
Long Service Life

This marine culture cage is made of high-density and high-tenacity HDPE materials,
our offshore aquaculture cages can resist typhoons up to grade 12 and withstand
water temperatures as low as -50 ‘C . With a service life of over 15 years, these
cages are perfect for deep-sea aquaculture.
EEEERARREESERESHMERN HDPE #8: Bl 12 R AIEZETR
50 CHIMER, [FAEmaE 15 F L BEREEE.

Eco-friendly & Pollution-free

BR TR

HDPE cages deliver possess strong anti-corrosion properties and is free of
pollutants.

EFEEEMEIRA HOPEME ASEL SR EBRBIRITEMAES]

Maritime Space Expansion
wREF=E

With strong storm resistance ability and a long service life, the HDPE cages are
suitable for deep-sea aquaculture free of land-borne pollution. They can further
transfer the aquaculture pressure of coastal waters and help to expand the
aquaculture waters.

HDPE RN EFEEEEEANARSR. FASH RIS, AEBSERMER
SROREEE, ME—SEBIIDSENEERD, BEREEEE,
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FULL SUPPORT TO
PRODUCTION SAFETY

The Group regards production safety as an important contributor to the high
quality of its products, and as such, it has been raising the standards of the
management for production safety. It adopts production safety system in
each department and workshop to ensure that the Group provides a safe
place for work.

CEASELESSLY IMPROVE SYSTEM FOR SAFETY AT
WORK

The Group advocates safety at work throughout its production and its
employees' working life. It has established and improved a system for work
safety management and regulations on safety at operation. It has also
strengthened the dynamic control and management of the entire process
of production, and has formulated management system and guidelines
for safety at work to ensure occupational health and stem dangers at their
sources. The Group has established the Safety Supervision Department and
Safety Committee which jointly undertake work to ensure safety at work.

ENREZEEE
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Manager of Safety Supervision Department
R BRERER TR

m5R A

Headquarters Safety Supervisors
REPLZEE

EMBBENNERERATR

Heshan Branch Safety Supervisors
BULBEEEERERATRES

Shaanxi Branch Safety Supervisors
PREMBEEXERAALHE

Wuhan Branch Safety Supervisors
HERRER (HE) BRAERES

Notes*

Safety supervisors were assigned to companies above above by the safety
supervision department, and inspectors were also assigned to other subsidiaries
by the Group.

Yunnan Branch Safety Supervisors

Guiyang Branch Safety Supervisors
BERERE (B5) BRAAR

Sichuan Branch Safety Supervisors
W) IEEEXESRAELERE

Nanjing Branch Safety Supervisors
MR EEEGRATREE

Henan Branch Safety Supervisors
TR EBESRATREE

Hebei Branch Safety Supervisors
IR EESRARRES

Shandong Branch Safety Supervisors
LR EEEXSRAATERE

Hainan Branch Safety Supervisors
BB EEEGRAARES

=2 g
M EADHARBISREREE EMHEAT
MERRHKES
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The Group assigned safety supervisors to subsidiaries to handle all safety
related duties and report the safety conditions of subsidiaries on a monthly
basis, and to implement a two-way management system; any accident in
the subsidiaries should be immediately reported to the headquarters by the
safety supervisors, and the headquarters require the relevant subsidiaries to
investigate the case and decide on the best way to handle the accident. At
subsidiaries where accidents occur, remedial measures must be taken within
a certain time limit. In case of failure to make such corrections, the manager
of the subsidiary concerned will be held responsible. This vertical integration
of the supervision and management of safety at work effectively guarantees
transparency of disclosure of information about safety issues and prompt
responses and actions from the Group in the supervision and management
of safety at work.
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Implementing standardized safety management, the Group has been
actively promoting Operational Health and Safety (OHS) certification. As
an enterprise with its production safety meeting the national standards,
the Group has been actively promoting the standardization of safety
management work in the industries of home decoration products and
building materials. It has also improved its work safety management
system and raised the standards of it. The move has enhanced its

EEETR2RREAER HBEED
(HRBERRZ2BADRE FR2
BZ2EERENEE BRESHEY
REEXLZ2RENARERIF <&
Z2EEER B5 T2EEKE
RAZ2EEEN -

performance in work safety management.

Fire Safety Experience Center

RHGRERE

We have partnered up with the government to set up a Fire
Safety Experience Center. Our employees together with the
public can learn how to identify fire extinguishers, escape skills,
and enhance safety awareness.

% R BT AR B S R =2 ERh e e LIS RO 8
BETR2MEHE FSHAE—B 7 ANBEBNRER
NEREER S AERIFTE B ZEEH-

Police-enterprise Joint-action System

ZErHEESR

Now staffed by 100 people, the police-enterprise joint-action
system has been included in the government safety joint-action
system. In case of an emergency, the system will be instantly
activated. The police-enterprise joint-action mobility can be
improved, and the system can immediately protect corporate
safety.
ERECHBEME —BEHRA BEEMATERZ2HB RS
SHE SRR LB S B R EE), ERMHEEER £
—HRERERE
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Mini Fire Station

B E B

We have worked with local government to establish a mini
fire station and clarify eachothers respective responsibilities.
In case of an accident, the safety equipment from the mini
fire station can be used to minimize the safety hazards.
BEMBISEIERIMENELL RS HRE —BR4EEK
A LUBIBHMALEP AL ER PRk = peigRaRE
ER{Fe

Safety Skill Training

RS

Thorough safety skill training is provided to specific workshops.
Training materials are re-prepared on the basis of work duties,
and provided to other companies free of charge. We further
work with the fire department and fire brigade to give special
fire safety skill training to personnel in the Production and
Warehousing Departments.
FRBESEEIS R LRSI TE REBMUA
B SEFRARSIENS WA IS R ER R EM AT
BRBFERR HREABREEES SESBSEPIFTEA
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China Lesso actively organizes safety activities such as Work Safety Month
and Training in Skill in Ensuring Safety, and has established an emergency
management plan, fire safety practice centers, and "mini-fire stations" to
instill awareness of work safety in the whole Group. The Group has also
shared its knowledge about work safety and its experience in work safety
management with its suppliers and communities so as to foster awareness
of work safety.

EERTAS [ZeEER] R Rk
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Safety Education and Training
REHBEI

To further improve the training in work safety management and
to enhance the awareness of work safety and related skills of the
employees, China Lesso has engaged Minnesota Mining and
Manufacturing (3M) and Guangdong Work Injury Rehabilitation Center
to conduct work safety education and training. The sessions were about
work safety, work injury prevention, respiratory protection and hearing
protection, and the staff were instructed either through video or at the site
of work. Employees have been given opportunities to try on protective
clothing and use fire equipment. These measures have helped to spread
the concept of work safety and establish a corporate culture that values
work safety.

RE—SIEEER2EESEETT
16 RITETR2EHNRZERKEE FE
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Performance in Safety Management Performance in Safety Management
2016 Z2EHIBE 2015 R EIBEN
1 Death( 1l ) 1 6 6 Accidents( /&) 0 Death( %1 ) 69 Accidents( /X )
Work Related Death  Industrial Accidents Work Related Death Industrial Accidents
R TIETAE throughout the Year E T AEL throughout the Year

2F THEEWHE 2F TIESMEE

OPatient( 181 1 00 % 0 Patient( 1 ) 1 00 %

Occupational Disease New employee physical Occupational Disease  New employee physical
Patients examination rate Patients examination rate
BEREm AR ABREIREE BERTRAH ABRSIRE

Notes* pe 0

The number of industrial accidents significantly increased because the scope
of statistics was widened

ErstHEER WIEEREEEREEM
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SERVICES

PAYING ATTENTION TO
DETAILS OF RESIDENTS'
HOME LIFE TO ENSURE
CUSTOMER SATISFACTION
WITH SERVICES

R¥5 =
BB EIEL

Upholding the tenet of customer satisfaction, we have
enhanced our service platform to provide customers with a
one-stop convenient service, and have established a means
of smooth communication with customers to make home life
more convenient for them.

[EFRERARE | REENERETR HIREEL
RBES AEFPRMH-MNERRE BULEBENER
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Customer Valid Complaints

Satisfaction \ Received
EEmaE \2 BIEGULHR
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96.32. ] 19

Complaints due to the disclorure of
Consumer Private Information

RREHEERLMERRFNHE

Complaint
s
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ONE-STOP SERVICE PLATFORM

We aim to provide customers with a thoughtful, one-stop sales service and
relaxing, comfortable shopping experience.

PROCEDURES FOR FULL SERVICE

To provide a more convenient service, we constantly improve our systems
for communication with customers and for order placement systems. The
Group has enhanced the procedures for making reservations for loading
the products on customers' vehicles and has also enabled the customers
to confirm the receipt of goods by signing electronically through a mobile
phone APP in the order placement system. More information is also available

—UATUIRBS A

EEREFPRHEMLOTEN —WBIAHER
B ISRRETENEER.

EEERBRIE

RTRMEERERH RAFBTERER
BB TERRA BHTROESREZ
BRBEREF TERRFHAPP ETEF
HWrER TETERFHEMESHER
HEFER EEFASHIERREMR LA
Bl ERNEEESN-

in the order placement system for customers' reference. These moves to
enhance the information system for communication with customers have
raised the efficiency of information transmission.

Flowchart of the service in the piping business
BEERRBRIE

______________________________________________________

4 N
! \
! * Product enquiry * Product introduction !
Pre-sales oo » o Emh EmNE :
==:0) I+ Design |
1 -:Lru:-+ 1
1 aXB 1
1 1
\ 1
e _ 7’
72 N
’ \
1 1
Sales | |
e B % ' = The Customer Service Center helps customers handle and follow up orders :
i ERPOEEGBBIHEE PG ERERE :
| |
\ /
e - 7’
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After-sales ) ) ) ) )
s  Professional engineering technical service teams support subsequent

\

1

1

1

. N . . 1
product installation, maintenance and repair. :
1

1

1

1

- -

HEXENTREIRBERREEREENRE . HEENEE

______________________________________________________

The Full Service of the Business of Building Materials and Home Decoration Products
EMREEBN2IBZRE

Decoration &
Design

AL
HHERG

Product
Selection

EmiElE

After-sales
Service

ERRHE

After-sales
Installation
ErRE

Pre-sales Purchase

Site Installation
RiGRE

Enquiry Guidance
FIEAE] EREEY
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HIGH STANDARDS OF SERVICE  [BE BRHKF

Adhering to its motto: "Market-oriented and customer-centered" the Group EERKRERE D HiEAER IEEAFN) ]
has a well-established feedback system for direct communication with HERBERE 2EAZFRHEEDRE I
customers. The move enables the Group to provide customers with full BUSRENEEREES BEREEREE.

quality service.

QUALITY FULL SERVICE SIEBE IR

The Group devotes itself to providing a more convenient service for EFENAEPRHBEENRSS 2016
customers. Therefore, we enhanced the procedures for service, order £ HPEURERE TEXEES BEFE
placement platform, and customer information system in 2016 to offer a BESKE FREEESLS FAEEE F
better service, user-friendly platform, and more effective transmission of BEEESM

information.

Providing Quality Service with Care, Patience, Enthusiasm, Professionalism and Sincere
and Clear communication

[=0"H] BERBEESE

We keep on learning and distilling our experiences into clear concepts BOREEECR . REE ., RARE
so as to improve the standards of service. In 2016, the Group's Ko 2016 £ BERTIEAEEREB

customer service personnel distilled their experience into the concept of EPRELEPREN =0 "H ) Z85
"providing quality service with care, patience, enthusiasm, professionalism BB Mty BOSEFEEYIER
and sincere and clear communication so as to make their shopping FRRSEERRESS, Pl [HEREER

experience enjoyable". We have been gaining recognition from more and BB BEREEEANEN ] BRRE
more customers for our high standard services. The increasing customer =5 BfINREKESRMkMEES

satisfaction in turn inspires us to enhance customer experience with even B BEEmARENIRHE—S BN
better service. VB BEREAEE Bk
FEEDBACK MECHANISM V1 [ BE
To gain an insight into customer experience and provide customers with BRABMREFERBSN AEFIRMHBE
targeted, quality and comfortable services, we actively communicate with B~ BEFONRYE RMABEBEESE
our customers and strengthen customer service management through B AEGERUERERE BEEEA W
phone interviews, satisfaction assessment and information dissemination. REFS BHEESHFABEBEEFBE

Call Interview Interviews include: bill follow-up, shipment arrangements, product handling, product display,

B ahoh sk new product or product improvement, supporting suggestions and expectations
FRAREE: BEHBIRRE BETH EREN ERE~ FERIEEERIYE
BRENEEREE

Satisfaction
Grading Enhance service level through customer minitoring
mRERES IEREF BB BRECE

Active
Communication Promptly release corporate information via official website, WeChat and other network resources

EEEE MNAER MEFESIRBERIREEERRER
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The Group has a well-established system for handling complaints and
collecting feedbacks. Customers can call the 24-hour hotline or fill in the
forms for complaints and feedbacks and then send them to the customer
service center, which will follow up the complaints with communication with
the relevant departments for remedial actions. The customer service centre
will follow up the remedial actions with assessments based on customer
feedback.

Comparison of customer satisfaction in 2015 and 2016
2015-2016 FEFmaES

ERATENRFREES - EPTLUERE
BT 24 N\ BREIESRFNRE B
RRBERETARENERR - EEZRF
OERRREZFPNRGR SHEESRE
FIBL I EESERMIRER S

100.00% 97.00% ——-— 96.32%

80.00%

60.00%

40.00%

20.00%

0.00%

2015 2016

Notes*

The scope of statistics on customer satisfaction was widened in 2016

CUSTOMER
INFORMATION SECURITY

Attaching great importance to customer privacy, the Group has established
rigorous procedures to prevent the leak about customers' privacy and personal
information
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Mechanism for Protecting User Privacy

Data Security
e

Cyber Security
e

ERP chess Control
ERP FaI Rl

* Provide mirroring and
two-way guarantee
for data storage and

» Safe gateway
» Deployment of a security gateway.
* Branch companies must access

networking . i .
internal business systems via
* Implement a weekly full Proprietary Network System or
backup of production VPN,

database via third-party
backup software NBU

c FREMKEXTES R
REBEFHBGEALR

(RE& o

- B NBU =513 8088
HEEREHRSBSER
S8 4 N\ REEE
e

s BEREME-

o PN PCR—RERSHE-

* DRBEHEARBEBRGBEER
VPN A

N.B.:

NBU: most widely used enterprise-level backup management software
provided by VERITAS.

PC: Personal Computer

VPN: Virtual Private Network allows enterprises to establish a safe WAN
business on the basis of low-cost shared infrastructure and same strategy
provided by private network.

EPR: Enterprise Resource Planning is a manufascturing industry enterprise
information management system designed for integrating the management of
material, capital, and information resources.

SAP: System Applications and Products are the software provided by SAP for
enterprise management.

OA: Office Automation is a new form of office operation that combines
modern office operation with computer technology.

The integration of ERP systems has further standardized the procedures.
Storage, continued protection of data and backup functions of the ERP
system helps to prevent the risk of data loss and data leakage that may
result from faults, thus guaranteeing data security. In 2016, the Group did
not receive any complaints about customer personal information leakage.

« Strictly follow relevant regulations and
procedures

* "SAP User Authorization Management
Regulations" and "SAP System Change
Management"

e Submit applications for level-by-level
approval

* Users must submit system change
applications via OA for level-by-level
approval before implementation.

o BSETEESERRIZ

o (SAP FERHEEIEEE) & (SAP R4t
BEEIE) o

o ERHERFEM o

c FREHFHERFETH BB 0ARK
B, BERREM TSl

E:

NBU: 2 VERITAS A8l N EXERED EE
i cREIER EREENEDEEHNE.
PC: B AEES

VPN: Virtual Private Network ( E#RAGL) |
RECHETEERKENIEBERRE FUER
ANBERENERRBEIL —BLEer WAN (B
A4S ) o

ERP: Enterprise Resource Planning ({EZE&R
HE) R BIEERLETEETNEEE
EERNEEERER —BUEENEEER
EHRG o

PO

SAP: System Applications and Products (
ETERRAR)  RSAPRAINER %
EEMAENHREERE-

OA: Office Automation (#tABEIML) 2R
AN BTSRRI —TEM RPN

ERP Z4H— B TIEERIZEERES, ERP
R SuREERE . BHEIEEn
LLBE o R S f s SR O B = Ak E AL IR

REHEZS 2016 F EEESEESE
SEEE BB IRRISEMG -
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PARTNERS

WORKING WITH
BUSINESS PARTNERS
AND RESIDENTS TO
DEVELOP THE INDUSTRY
IN HARMONY WITH THEM

PR
BB E LR ES

Guided by the concept of mutually beneficial cooperation, the
Group has been actively working with its business partners to
create a harmonious and healthy industry environment and has
built a socially responsible supply chain and mutually beneficial
alliance with various types of businesses so as to work together
for healthy development and creation of value.

EEFFRSIFHERES BRESSIFBAHEFEIENE
RENITERS TEHEMHER BEHREXE =
BIFBHHEFRENE RISEE.




subject to Economic ,
d Environmental Penalties

SRR e RIRSE RS
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SOCIALLY RESPONSIBLE
SUPPLY CHAIN

In the principle of fair procurement, the Group has further advanced its
partnerships with suppliers and launched mutually beneficial programs
of cooperation with suppliers. We have established long-term, stable
partnerships with most of our suppliers. As at the end of 2016, we had a
total of 2,561 suppliers.

YT T S
150 8- --=-=-mmmmm- -
229 ™ ---------

Suppliers by Region
4st = es S ER R B
94% ----------

LS

Southern China
#rg

. Central China
b

North China
il

. East China

R
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The number of suppliers in 2015 and 2016
2015-2016 FHEFHEH L

3,000 2561

2,500 2,264

2,000

1,500

1,000

500

0
2015 2016

The Group has formulated the Approach to Supplier Management, by which EFFITER (HESSEINL)  REBESE

it manages the supply chain. It conducts interviews with the suppliers and 450, FoPEIE E 2R S AN IR AT A
appraisals of their performance regularly. In 2016, the suppliers had to meet SHETHEESE 2016 5 HMEMHEE
the Group's further requirements for environmental protection. BRERFRIEE T EE—FHNEK

Supplier Management Flowchart
HEREEMRE

Standard Review Evaluation Improvement Cooperation
e EER BEE] SO &1E

Follow internal Review the suppliers' Evaluate by supplier Promptly notify Maintain long-term
supplier management  environmental performance and suspend non- partnerships with
regulations of the protection evaluation form. compliance suppliers highly rated suppliers
Group performance BB R ARG whilst pending HR L ER S
BEEBERIEAETE  and implement KT rectification. FERRERPREEN
B E responsible HRANZEEHERE SIERIE

procurement P R RS ENITIRES -

ERBEFERRES REEEY

FHENESEER &

BETXE
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MUTUALLY BENEFICIAL
ALLIANCE WITH VARIOUS
BUSINESSES

The Group manages its relationships with business partners with an open mind
and fairness. It has established a mechanism for regular communication with
the business partners to foster its alliance with various businesses.

COMMUNICATION WITH BUSINESS PARTNERS

The Group has been communicating frequently with its international business
partners since it launched LESSO HOME as part of its drive to globalize
its sales and distribution channel. In 2016, its business partners from the
United States and Canada visited China Lesso, thus effectively facilitating
the implementation of China Lesso's overseas projects, and laying the solid
foundations for their mutually beneficial cooperation.

WORKING TOGETHER FOR COMMON GROWTH

The Group values its every business partner throughout the value chain
of its business and wishes to share the fruits of their joint endeavours. In
2016, China Lesso actively helped its dealers diversify their operations and
encouraged them to increase investment in supply chain management and
information technology. This has enabled China Lesso and its business
partners to gear up for the growing trend of “Internet Plus", paving the way
for their sustainable development.

HmEXE

EBLIFEBHOE AR EESEY
FEF HESEBHRIIBRAEEES
BB AR

aERHIEE

ER—ERBEEEAERHEE B3
EBEREKZ RIE B URERE T 2 BN ERE
BERESEEEBE 2016 F RBEE
B MEXS OB hREBESE
IR BRUBEEESIEENER K2
BHEERERIT TR EEAR

BFHEEME

EEALEEE—UEEERE HAFE
HFHEZ=EE 2016 F HMFHBSISLHE
AETHEE s IaEEREREERILR
A~ BRE [EBE+] MEERBERRES
HEESBHEFEREERIE-

The "Furniture Mall" Concept Gave Support To The Business Partners In the

Transformation and Upgrading of Their Businesses
[ZRE] BSPNEERHFERTAR

The Group is open-minded when it comes to the sharing of its ideas
with the business partners. In response to China Lesso's "Furniture Mall"
concept, Lihuaxing, our quality dealer in Huizhou, has actively increased
the number of product categories available for sales, thus diversifying
from piping into electrical products and hardware accessories. Lihuaxing,
which partnered with us in 2016, increased investment in its information
management system and standardized its supply chain management.
It also extended the scope of its services. As a result, Lihuaxing has
extended its distribution channel from the conventional offline outlets
to e-commerce. The move has earned it further recognition from the
customers and accelerated the transformation and upgrading of its
business.

LB LB O BB ER 0 = /R
MEE 2 EEERMNBEABELHER
HEE ZRE] RBMFET FE
EFGIREE, AREEER (B8
(B RRIBREWHER D2RMSE
BREERER HREZITHEE 2016 F
FZEEEBPIENSIE MAERAER
BN REH RS, WiEARGEHE
ORI EE—R T & ﬁ%’%ﬁ_ﬁiﬁﬁJ%?
ﬁ%% ﬁﬂ’]i@'@“’ L__LF E.Jgﬁwu
DIER T 2ERIEERUTHAR o
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EBHIBHRIEETEERNES LK
B OERERST DEEEEBS BORER

The Group has been proactively advancing the industry's development, and
innovating with an open mind. It has also been sharing its ideas in order to

foster the healthy development of the furnishing industry.

CASE
=6

From May to July, 2016, China Lesso and Home 163 (home.163.
com) jointly held the "Happy Home" design competition. About 2,000
design works of products for home and bathroom were received
from domestic and international design firms, industrial enterprises
and freelance designers. Fifty-six winning designs were selected by a
vote and the review by experts. The competition also reflects people's
pursuit of a beautiful and happy life, and crystalizes the Group's brand
concept, philosophy and practices.

The "Happiness with the Right Attitude" design competition was
organized by China Lesso with the aim of meeting consumer demand
for home design, of creating better products and user experience,
of discovering high-caliber home designers, and of promoting the
prosperous and healthy development of China's home furnishing
industry.

—Zuo Manlun, Executive Director & Chief Executive of China Lesso

BT RER

20165 BE7 B HMEESREH
M [=18 - R REARE FEU
ERERE=HENEAER LENRF
RHEE HWRIRBE AR
T EHARGAENSEFG
2000 thtpr WRMERKRENERTH
R 56 HERE o EENIFREAFIAENE
KREFE=REENREE ESHEHMME
ESRRMERNER-
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HERETENEETEREERE
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ENVIRONMENT
BUILDING A GREEN HOME

RIER
T EE G RE

Committed to environmental protection throughout its entire
operation, the Group has attached great importance to energy
conservation and emission reduction and has launched related
programs to develop itself into an eco-friendly business so as
to reduce the impact of its business on living environment and
to build green homes for the residents.

SESETOREER2BETHNRERE SEERILET
BRI BAORTEREREFEME
BEARERBHEERRENZE WEEEGERE-
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IMPROVING ENVIRONMENTAL
MANAGEMENT SYSTEMS

While strictly adhering to all relevant environmental laws and regulations,
the Group has established an environmental management department
and system. The waste discharge and resource utilization have been
standardized, and relevant departments have been assigned to implement
pollutant disposal controls and environmental protection measures.

Mold R&D Administration and Human
Resources Center

TEEADERHL

Center
TR B AR

Inspection of general waste
and domestic wastewater
discharge and other
environmental operational
control conditions, and

Take consideration to the
reduction of influential
factors to environmental/
safety during the process of

waste disposal

product manufacture and W eI
design planned management of
EERSHBEEERLE water resources
mAEREREEBRESR —RREEEEY) RS AKHER

NERER e BRE REMEREETESERN

BRERKFEROREEE

In 2016, the Group fully adopted the QEO (Quality, Environment and
Occupational Health) certification model, and urged its member enterprises
to fulfill social responsibility by carrying out management reviews and internal
audits. Continued improvement of the Group's environmental management
system has been advanced to ensure the achievement of environmental
goals throughout the operation.

3 Companies
BR)

QEO Certified

B8 QEO A&

CERTIFICATION OF

Yunnan Lesso, Shandong Lesso CHINA LESSO IN 2016

and Xingzhan Plastics are newly
certified by QEO.

WMIREREHENRERERAT
R BRI BEXER AR 8B
TEREREBIRAT 3 ZHES QEO
EREERE

2016 FE EH QEO R &
B
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Technological Management

Center
R EEE

Energy management
system and hazardous

BRREBRRKERESE

HEEEER

%@EWEG@%%&E@EE’ELIT

SOHBORSEEMPIRR REEEY

ﬁmﬁéﬁmﬁﬁmﬂhmﬁﬁﬂﬁzﬁﬁ
FUHE S TR REBE N B o

Production and

Manufacturing Center
ARSI

Planned management
of electric resources and
statistical management
of water and electricity

consumption
%ﬁéﬁﬁ%%ﬁﬁmm%
E@;/\ED+

2016 & EELEFA QEO (52 BE-
BREEREE) —BERE J ﬁéﬁéﬁ FIE==N
NEL BESHENERBETLEEE
ﬁiﬂ%@ﬁaﬁ%ﬁ%%ﬁ‘]}i”sﬂﬁlﬁ 1R[EIE
EBREPREEENSER

17 Companies
(17 =)

Supervisory Review

B BB

Seventeen companies passed
Supervisory review.
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FOSTERING ENVIRONMENTAL
AWARENESS

In response to various environmental activities, the Group has created
slogans for environmental protection and energy conservation, and set
up educational courses and training sessions. Green Office Program has
been gradually integrated into the working life to enhance the employees'
awareness of resource conservation and environmental protection.

EERSRESH

SEEBLESERREE BERFRR
HREE R URFRERRGERFE
i BEReMARALERE LUETTE
TERDHLY RREERR-

A Day for Environmental Cause
BRIEARASEEE

On June 5, 2016, Guangzhou EP Environmental Engineering Ltd.
organized 50 employees to participate in the Going Green for Water
Control in Southern Guangdong Environmental Welfare Day. As one of
the top ten spokesmen for water control action in South Guangdong,
the Company sent a 51-member team to the 2nd Guangzhou Haizhu
National Wetland Park under the theme of Lasting Green and Energizing
Run. Aiming to improve environmental conditions and advance eco-
development, the Company called on people from all walks of life to
contribute to the creation of a green city.

2016 F 6 A58 ENTREFREILERFRERAR (UTHE
Ehe) AR50 BB 8T 28 [MEERK KBRTT] — [N « A
BEASHSEES BRSNS [MEAKASTH+ARSAL
B 51 ADB2ERRE [GEeEE EAHRunl — F_EEMNS
KERRMARRRBIEE - EliURRRSEFHHBET [
EREES HIKEERRE| NEE SRNTREBSARITERE
HhERAOE-

Energy Conservation Education Campaign
RS EHE

In response to the call of the government, the Group released energy
conservation publications in 2016. Posters for a Smart and Joyful
Energy-saving in Longjiang were posted on the bulletin boards of
workshops, factories, and at the headquarters, and was also released on
the Group's OA system. Focusing on small acts of energy conservation
at work and in life, the poster encouraged people to save energy when
using computers, lightings and air-conditioners, and when consuming
food and water. It also encouraged them to use public transport. The
energy conservation education campaign is aimed at enhancing the
environmental awareness among the employees and customers.

2016 F EEBEBLOEBFNRE RESOERSEEY TR
ERESEMNEER (S8R £=6k) HrEEsR IR
£B OA RSN [EEAE | BHZER BREFR LIEMNEFEF
HEBRHEGRETE BORREECAER . BB =/ A%
REMAKEDENESY DBEZRA S TNBEENRERERSH
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ENHANCING THE EFFICIENCY OF
RESOURCE UTILIZATION

In accordance with high standards of energy utilization, the Group has
adopted comprehensive management measures, implemented efficient
energy management strategies and technical innovations to enhance
the efficient use of resources. As a result, remarkable results in energy
conservation and emission reduction have been achieved.

ENERGY UTILIZATION

The primary energy resources used by the Group are electricity, gasoline,
diesel oil, natural gas and lubricating oil, with electricity taking up over 95%.
Through strengthening the management of energy consumption throughout the
operation, the Group has rolled out a comprehensive management and control
system to effectively improve the overall efficiency of energy utilization.

China Lesso's Energy Utilization in 2015 and in 2016
2015 F K 2016 FEERERERBER

Type of Energy

Electricity

Gasoline
BERTESE BEE i

RIT&EIRER N

EERASERNERERERE (HIRE
EEFENFELE REGEEREE
BB SRR E R R A BT RIFT 2 IR
FERERNED MG mEE -

REIRER

EEEREEEIEEER UH ol X
KRR BB MNER HAEBEE 95%
PlEe @i EL Bt atdgn HH
EREESHEERERE BRURTEIRN
EemmyaE-

Natural Gas
KAR

Lubricating Oil
fiEshi=Dit

Unit (10,000 kW - h) (Ton) (Ton) (10,000 m?) (Ton)
BN (BTRE) (08 ) (B ) (mg)
/2*8“1%“2 é;gg e 77,051 662 631 496 1,622
28]%“2 éi;cg AU 65,565 1,453 297 N/A N/A
PROMOTING ENERGY CONSERVATION AND
EMISSION REDUCTION {EXERDBEIRIHE

Continuously advancing clean production, the Group has reduced electrical
energy consumption through a solar power generation program, and has
achieved comprehensive technical transformations of energy conservation
according to the characteristics of its energy consumption. Multiple no-cost/
low-cost plans have been implemented to improve energy conservation,
emission reduction and efficiency.

China Lesso attained remarkable results in energy conservation and
emission reduction in 2016, and received a number of recognitions in
February 2017 at the Review of Enterprises for their Consistent Clean
Production in Guangdong Province for 2016.
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Energy Conservation and Emission Reduction

B REIRHE

Solar Power
Generation
YN LS

The EPC model was adopted to put

the solar power generation project into
operation, saving 10,826,600 kW - h

of electricity and RMB 8,472,800 in
electricity, and reducing the emissions by
10830.01 tons of carbon dioxide a year.

FASEEREENER REKBLE
BE FETFE41,086206 BTRE
FERNRDEBNER 847.28 Bt AR
TSUBREERL 10,830.01 ME /

Energy-saving
Server
COEE B

The motors of 17 injection molding
machines in the accessories
workshop were upgraded

with electro-hydraulic servo control
systems, saving 728,100 kW - h
of electricity and RMB 567,900

in electricity, and reducing the
emissions of carbon dioxide by
72.59 tons per year.

HEHER 17 S ERBHETER

Energy-efficient
Lamps

HREEIE

The 1,500 energy-efficient lamps

in the Headquarters were replaced

in batches with LED energy-efficient
mining lamps. In 2016, 715,000 kW - h
of electricity was saved, equivalent to a
saving of RMB 572,000.

DHS BB 150 HREBEEBRR
LEDHiRe LHEE FHAABENH
715 BFTEE 18 57.2 87T

Energy Conservation
and Emission
Reduction
B0 BE R HE R R

Solar power generation on the

rooftop of the headquarters

& EFTA IR G E A
FHE 7281 BTRE X FHHEEHE
56.79 &rv > 72.59 MET Sk

Rated as one of National Second Batch of Demonstration Enterprise of Industrial Power Demand
Side Management by the Ministry of Industry and Information Technology
WITENESNWEE [T BB ERAEES MR

Over fulfiled the Energy Conservation Assessment Indexes of Key Energy Consumers of Foshan
City and Shunde District for 2 Consecutives Years

BEETF [BER ] BT RIEERE T EN B AR HREEEZE

Passed the acceptance inspection of Demonstration Project of Hong Kong SAR Cleaner
Production Partners Recognition Scheme
BRT [EEENEREERMHEREEE ] R

Awarded Guangdong-Hong Kong Cleaner Production Partner Label by Environmental Protection
Department of Hong Kong, Economic & Information Department of Guangdong Province,
Environmental Protection Department of Guangdong Province

EEREERRE ERELER 2RRBSHOEEN [2E5REERMEN] &8

st

Injection molding machine server

Conversion to LED lighting in

the headquarters
#RED Led B0E&E

BT EIEAIREEIEE

transformation Program
EEEHEARMUEIER
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CONSERVATION OF WATER M7 KE R
Well aware of the impact of water consumption on the environment and the EEERKEREEEEENTEZLUNE

necessity for water conservation, the Group advocates the recycling of water HKIKEBRBENEME IBENKERBEER A
for further use and employs various water-saving technologies. The results N FEAR FE B 8 K AT B KPR AL AR

of water conservation, cost reduction and efficiency improvement have FER T

been continuously enhanced. For instance, of the 2,747,154 tons of water 2016 FEEBREKES 2,747,154 M
consumed in 2016 for production and cooling towers, 414,390 tons (15.8%) TERARERNMRBERR REFER
was recycled water. % BEBAKES 414,390 B8 (HAEFEK

£ 15.8%°

4 N
1 \
. Total water consumed in 2016: Recycled water consumed in 2016: |
1 1
. 2,747,154 ons 414,390 ons ;
L2016 EHEEIKE 2,747,154 I 2016 F/EEAKE 414,390 ME :
! HRFE = !
l K Ik E :
¢ Total water consumed in 2015: & = Recycled water consumped in 2015:
1 1
v 153,100 tons 79,600 tons !
| 2015 S4EFEKER 153,100 0 2015 GAEEFAKE 79,600 H
\\ ________________________________________________________________________________________ ’II
Note: Since the scope of statistics on total water consumed was widened in B 2016 FHFTHER K QFEKERE
2016, the increase in total water consumed in 2016 was significant. Bhn

e N e N

Upgrade living facilities for improved

water saving Use of circulating cooling water

ASERB SUERIK RBNKIEERER
\ J Water Consumption - J
Reduction
( ) [EKETRIBHE e ~

Agricultural irrigation with treated )
sewage Rainwater full-cycle management
ST IR R R MKEERFERRNKeERHBHEE
\ J _ J

Use of recycled, cooling water Water-saving irrigation
RANEERKIER Hi7KEERE
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The drainage system of the Area C of the headquarters is composed of a
rainwater collection and drainage system, and a domestic wastewater and
rainwater recycling system. It is designed and constructed on the principles
of infiltration, precipitation, storage, cleansing, utilization and drainage. The
sponge city and the eco-cleansing and recycling system are systems for
recycling domestic wastewater and rainwater. The wastewater collected
from employee canteens and toilets are treated and then transferred along
with rainwater to the "efficient purifiers" consisting of wetland ditches and
cleansing lakes for purification and treatment. The domestic wastewater and
rainwater thus purified are then classified into four grades according to the
water quality and can be used for greening and cooling spray in production
accordingly. In this way, the domestic wastewater and rainwater are
effectively recycled and reused, thus ensuring the effective and efficient use
of water resources and significantly minimizing the hazards of wastewater
discharge to the environment.

LB C ERHPKRGE AMKBERR RGN EE S KRRKE
BRERGMEIBOMEMN RENERDERE (2 B & F B #)
HRA - BT RRERBNERRGREFT KRN ERRS
BT REN SRR IOETWEREE BRKEE—F
EALVE RIBERCRMAERIFIORBERN [ SRR ETFL
BRIE FERRATEIS/KERK LK ENERMIEKEZRE TTH
REERL EFEBENERRS B8R T EE5KSEEREF B RFEKX
SEMBAPER RETKEREBIZNEE FBEERET BEXKH
WHRBHNREE
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REDUCING WASTE
DISCHARGES

Paying attention to the impact of production and the wastes which were
generated in the process on the living environment, the Group has adopted
specific waste treatment measures to reduce hazardous gases and deliver
solid wastes to qualified third-party waste treatment companies in order to
minimize environmental damage.

GAS EMISSION REDUCTION

Conducting real-time monitoring of major air pollutants, the Group has
deployed specialized filter units and pulse jet fitter bag system for waste
gas and dust treatment. There were no hazardous gases generated during
operation, but air pollutants and greenhouse gases are generated from
energy consumption in operational activities.

China Lesso's Gas Emissions and Emission Reductions in 2016
2016 FEEREHNSEREE

(2R RE Z= YD BYHRRK

EREREEEEPELENBEEZYIEHE
EEERBENNTE REAEERNEES
AR MEERENEL LBRBEEENSE
= HERR R ETRE

RESRAF

EERHETETRISRYETRIRER IR
BEENBBEEMNMRINEIRERGRIE
EERNERTNE ELBRPESHRE
SREEL TBERAREFITIEERRE
=R RIRERE

[CES Em|§3|9ns Nitrous Oxide Sulfur Dioxide  Greenhouse Gas NIUOU.S QX|de Sulfur.D|.o><|de Greenhq@e
and Emission L o o Emission Emission Gas Emission
: Emissions Emissions Emissions : : :
Reduction o o - - Reduction Reduction Reduction
pu— =gy ansEaE ZSR m 2 R He = - — = N e = A
REEHEELR iy = . E=R et ZEm AR
H= BHEE BHEE BHEE
Unit (Kg) (Kg) (Ton) (Kg) (Kg) (Ton)
B (F5) (F3=) =R g (F32) (F3e) ME S A B
Usage
— 20,301 4,796 250,481 191 153 667
fEARE

TREATMENT OF SOLID INDUSTRIAL WASTE

Solid industrial waste generated during operation are primarily internally
classified solidified substances and packaging materials, which are then
handed over to qualified waste treatment service providers for recycling.
In 2016, the Group successfully passed the third-party QEO solid waste
management system review.
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Treatment of Solid Wastes

Treatment of Non-hazardous Wastes
EEBRZEYNRERS

SRR R B

Treatment of Hazardous Wastes
EEBEYNRERSE

Non-hazardous wastes are primarily construction,
greening and kitchen wastes. While paper, cartons
and glass packaging are recycled by qualified
recyclers, greening wastes are directly reused for
landscaping, and kitchen wastes are partially reused
as slops.

FTEEREN . BURIRUREFREFE HRE
B REEFUURERESYRAENEWEET
BRI ARk EEBREMNGAL BEFERAIRED
SIEEHKEWOE T B A

Primarily generated from raw material production
processes; hazardous waste includes carbonized
materials from the conversion molding machines,
packaging, and liquid wastes from code spraying
solvent, all of which has an average treatment rate
of 98%.

BEEENATFEEEMNAEEBREEN B
EIRREBLIR BRMEBEEYESRIE A
EENER THEREZE 8%

In 2016, 3,100 tons of hazard-free wastes were generated, and 1,736 2016 FEBEEEEYELESES 3,100 M
photocopier drums and 1,638 toner cartridges were consumed. Our M EEEHENRIA 1,736 %1 1,6381E:
recycling of the plastics and used oil generated from operation have EEBREPHESNER . BERHERIKE

effectively reduced waste discharges.

Wastes Generated by China Lesso
2016 FEEBEZEDEWIER

Plastics (Ton) Used Oil (Ton) Used Qil Barrels (Ton)

B () EEHH (1) EEHAE (1)

Amount Recycled in 2016

2016 FEK=E 33,128.88

B BRIREERMHHRE -

Used Tinplate Cans
(Ton)
EEEIRE (M)

64.78 108.86 135.44

Amount Recycled in 2015

2015 EEME 2:970.00

10.57 4.90 192.00
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BRINGING A WARM
TOUCH TO THE LIVING
ENVIRONMENT

HER
RERELERS

Guided by the public service concept of giving back to the
community, the Group has made full use of its advantages to
respond to the demands of residents. Actively involved in public
service programs and poverty relief efforts, we are committed to
showing care and compassion to society and bringing a warm
touch to the community, thus working with residents to build a
happy home for them. In 2016, the Group donated twice as
much to charitable causes as it did in 2015.

EFEEALUREAQEHENARES TOBEESE
HE|EFEEBHEFNK BBEAMTAZEXEGREK
1 ORFEOLSEEEBTEE . BEAE LF
EHEZERE - 2016 FARBIRAL A 2015 FHRmRF o




Welfare Activities Volunteers Welfare Investment
N A BRTS NS IN

1 2 >A;tivities 1 45 S\e;zple 341 %I\/TI_::MO,OOO
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UPPORTING COMMUNITY

DEVELOPMENT

For community development, the Group has brought into play its strengths
to service the community residents, and has supported the development of

nati

RBHRER

EREBRBEERR EHESEDRY
HEER REISEREESRRENES

ional sports to promote a sense of well-being. SEtaRke

CASE

=6

In certain villages of Ningxia, drinking water is still transported over BEMEID ENRAKDBEFEERER

hills and crests by vehicles, donkeys or manpower. Labor resources
are heavily fettered. The relatively high alkalinity of the water also has
an adverse effect on the population's health. Concerned with social
development and people's livelihood, China Lesso donated RMB1
million worth of piping materials to the "drinking water-to-home"
program, and resolved the difficulty of water transportation for the local
residents. As a large industrial group engaged in the businesses of home
decoration products and building materials with a specialization in piping
manufacturing, China Lesso enabled six villages in Pengyang County,
Ningxia to gain access to tap water, thus helping the people there resolve
the difficulty in obtaining drinking water and protecting their health with
the ensured supply of safe drinking tap water in the community.

= \ \\\ =] |l.l' //
= b3 \ i ! ;
\ L ! j/

B BEOEHNET L BEEKE
BAE BERGSTELHLER BE
BEEKEARE REBRSHEE £
—EREELHERNEREEXTARY
Zo MEBHBFEEICZEREMAR
AERIE MRMERETEE 1008
EMQKAﬁIE EYE BIRE
HRREBRBUKENRE BE (5
EEEEAROTENALEYRE
EXEE TEBESEESEES,
BERTHENZEEZ 56 ENERE
AB K fBREERBUKEHE—
EENREME RETHEZE2NE
FOKMRE BiEEEM-

= /{/ o

BX 430/ 4 AEfTEE L?ﬁﬂlﬁfﬁ

W fERGEES FERERARRTR.S
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POVERTY ALLEVIATION

Taking advantage of its resources, China Lesso cares about vulnerable
groups and is committed to improving the infrastructure and educational
conditions in poverty-stricken areas. While launching public benefit
programs and fulfilling its social responsibility towards the community, we
also appeal to the public to join our efforts to build a harmonious society.

CARING FOR SANITATION WORKERS

To share happiness with the residents, the Group shows its care for
sanitation workers with concrete actions and allows these hardworking
people to feel the care from all walks of life.

‘H{fﬁ\m K]

EBTONEES B HBMEPFAEEIE
ODEORNEEREERRENAETE
B, EEE0 YJERSTHEST WEHE
BHREMEL BENETE.

EEREIA

SHRFHEEH==EHNES BRER
NEOBEBRETAMBLEE EXSHR
BIEABYERZIMESRINRERE -

An Environmental Campaign -- Sanitation Worker Programs

BEASER

* On 14 July 2016, China Lesso, China Green Foundation and the
Beautiful Shenzhen Foundation jointly launched the Road Angel Care
Movement and donated 10,000 "happiness bags", which are worth
RMB1 million, to sanitation workers as a gesture of respect, warmth,
care, and compassion for them in the community.

"It is all corporate citizens' responsibility to contribute to a harmonious
society and charitable causes. In the future, China Lesso will continue to
give back to society by initiating more charitable activities."

—Kong Zhaocong, Executive Director & Vice President of
China Lesso

* On 8 July 2016, China Lesso and China Green Foundation
launched the Five Yuan Happiness Alliance charitable event. The
event called for a donation of RMB5 from each person to the care
foundation dedicated to helping the sanitation workers. It was an
appeal to society to care about the sanitation workers as part of China
Lesso's drive to build a beautiful home.

2016 F 7 B 14 B BB ZE BB A%
HwEENEBRIAZESSHEE
BT SRS 217 [ B XEAETE]
AEREIABRBEE 10BN B
BE=RE LUBKRTEREUREXE
CEHERE HEHSHEBRERPE-

[EREEMBELS EARFE LM
HEENER 2E—REEEENESE
rREEBENSEEZ— KK HMEE
Z AR REISET SN SER o |

— BB B ST E SRR AR FLIKER

RSB ETEGHUESE 2016 E 7 B
SHIEXRKS [AT=EEE| BERE
B R EADES BB 5 T mB
MITHEEFAEES USERITERE
BREBEXE BREMSSRERET
AR HEEEETRE-
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VOLUNTARY SERVICES SEEE TEES

The Group encourages employees to participate in charitable activities and EESRFE T UEEREN AN S HEARS
organizes poverty relief and public service campaign to help those in need g BIEEHEERMARSEEEE 1B
S0 as to benefit the community. BOVEAREZENOAM SR ERR

| »)
RB RS WERAR06EEHEEEN S

v MEEERES | ERER) EAEREAEWRS AR E
FHEERRERRRSLR HITMA AR D E | &R
T E SN S e g EIARBERRAHLE
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Gender of employees
BTHRIERE

Female 2 . 9 24

Academic background
of employees
ETE2RERE

High school graduate or lower
Hih sch 5,636

(j:sgge graduates 1 : 9 8 3

Undergraduates

Postgraduates and above
BEROLL 103



Corporate Social Responsibility Report for 2016 (E2Ext & E(THRE

‘ PRODUCTS Emf H SERVICES BR## H PARTNERS #4£5 H ENVIRONMENTE%%%H SOCIETY #&R EMPLOYEES BT/

Age of employees
BT FRERE

Aged under 30
© 0 mRUT

Aged 31-50
® 31-50 5%

P Aged over 51
51 mRLLE

Grade of employees
B THBEE

) General employees
EEET

e Junior management
HEERE

e Middle management
rEEEE

e Senior management
SEEEE
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PROTECTING EMPLOYEES'
RIGHTS AND INTERESTS

In accordance with the Labor Laws and other regulations, the Group has
developed a well-established employee insurance system because it respects
and protects employees' rights and interests. Through building equal and
harmonious relationships with employees, we provide remuneration, welfare,
and a healthy and safe working environment for them.

The Group adopts an employment policy that shows its belief in openness
and equal opportunity. China Lesso protects the labor rights of employees as
required by law and adheres to the principle of equal employment opportunity.
In the process, the Group strives to eliminate employment discrimination and
continues to enhance the fair and legal employment environment.

Respect for human rights: As required by the state, China Lesso opposes
forced and child labor, and never discriminates against employees on
grounds of race, religion, skin color, nationality, gender or age.

Regulated employment: In strict accordance with the state laws and regulations,
China Lesso enters into a labor contract with every employee.

We have formulated the China Lesso Remuneration Management Regulations,
and implemented the uniform occupational pension system and supplementary
medical insurance system accordingly. Continuously improving the multi-layer,
multi-dimension and all-round employee insurance system, we have a social
insurance coverage rate of 100% every year.

Providing employees with competitive remuneration and guaranteed
benefits, China Lesso encourages its employees to be enterprising and
innovative, thus enhancing their sense of belonging.

Attaching great importance to the occupational health and safety of
employees, the Group has established and improved its occupational health
management system in strict accordance with the Law of Occupational
Disease Prevention and Control and the Law of Work Safety. Occupational
health guidance meetings and work safety drills are conducted regularly to
minimize risks of problems in occupational health and safety, and to provide
employees with a healthy and safe working environment.

70
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The Group has set up a Labor Union for employees to allow them to voice
their psychological demands, and holds regular seminars for employees to
resolve any such issues. Physical examinations for employees are regularly
conducted. In 2016, China Lesso conducted physical examinations for
100% of its employees, and sent 80 employees for specialized examinations
for occupational diseases.

EERITSEBME T ROIBFK BFEHHRETEXS #HE)
MEE T OEBERZ BFEGETEHRE 20165 E£ESTRRE
E100% EEFEFIFIR AR 80 Ao

The Group has been proactively implementing production safety policy EHEBEREE (225 — EhAE] 22
according to its motto: "safety first with emphasis on prevention". It has been HERS VEHIFZEBHEITIE TR
committed to ensuring production safety by holding work safety training TR2FHERE BEZEEGHEERE,
sessions and seminars on awareness of production safety regularly. SHEHPPBLZEERR
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CARING ABOUT EMPLOYEES'
DEVELOPMENT

Through a comprehensive employee training system, China Lesso has
gradually enhanced the competency of its employees. A system for
promotion has been established and opportunities for development have
been provided to support and promote employees' career development and
individual development. Internal selections and promotions of employees are
conducted based on job requirements and job descriptions.

Attaching importance to joint development of both the Group and its
employees, China Lesso has established Lesso College, formulated annual
training plans and a comprehensive training system that includes training
for new employees and training in professional skills to help employees
advance to senior management. The system for comprehensive and
personalized training serves as a platform that supports the employees'
professional self-development.

We provide training of new employees, elementary training and training in
professional skills to quickly enhance the overall competency of employee at
grass-roots level and meet their demand for self-improvement.

* Training of new employees

Training of new employees includes such aspects as the history of China
Lesso, corporate culture, business concepts, organizational structure, rules
and regulations, general knowledge about product quality, awareness of
safety, education about fire prevention and QEO knowledge, etc.;

* Elementary training

Training of new employees and workers at the production line in product
knowledge, work procedures, job specifications, operating procedures,
quality, charity, 6SK, energy conservation, emission reduction, and safety;

* Training in professional skills

Intensive professional training for employees to enhance their abilities and
performance so as to enable them to meet increasingly higher requirements
at work.
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Attaching great importance to the enhancement of the competitiveness EEFERAASTHET N HEBEp L
of its talents, the Group's Lesso College has cooperated with the METRESEETRNARE FEEEE
South China University of Technology in providing adult education. The BETEREAEEN UL2ERESKESET
academic education of employees has been continuously improved to BEYWREGKE RAEBTERERN &
comprehensively enhance the overall cultural competency and educational BETEABEREERE HERHXRE
background of the employees, help them realize personal value and career HRE: BEAEEROHE TEREEFNN
development and achieve long-term growth during their employment SRR FEETEFEY (BEETH
with the Group. Meanwhile, opportunities for learning have been provided Eo

for enterprising employees to inspire self-initiated learning and promote
employees' development.
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The Group organizes annual specialized training sessions for senior, middle EESETHEAHESE FE EEE
and junior management. Tengjian Series of Training can serve as an BEHEIEE ERRSE B EIEet
example. It includes Sujian training programme for the junior management, HUBRNEESEAS Bl « hES
Tengjian training programme for the middle management and Yujian training IEA/%\ (]  SESEAE [BUE]
programme for the senior management. Corresponding programs are FREEINIER, LAEERNGER EBHEF
further provided to help enhance their management ideas and skills. EERETHNEEE MR

Sujian training programme
[28f% ] RFUEE3I

Targeting junior management, primarily workshop shift leaders, focusing
on resolving foundation-level issues.
HEEESE USHIERAE EEMIAEEEERAE

Tengjian training programme
i R b |

Employee Training Targeting middle management and focusing on skill enhancement and
BT resolving management issues.
SHERESE SERATEES IR BEREIEmENSESEHE.

Yujian training programme
B ] 50553

Targeting senior management and focusing on action learning and leadership.
HESESE UaBHElE. EEhREo

LESSOBt® | Bt
2016%F (EF<GHEBASRSHMARED

In 2016, the average number of training hours per employee was 36 hours, 2016 FE T IS 36 /NEF/ A
which represented a 50% increase from 2015, HEEL 2015 EF Y EZN B SEEIN 50%©
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Table: Training Hours and Training Coverage by Category
x: DRSS RS IEER

Employee Training Data Employee Training Coverage Training Hours Per

B T8

(%) Employee
BTEIBE=E /% BT AI9EEIpERT / B

Female
15.11
i 5 36
By Gender
MR
Male
22
Bt % *
Senior Management
or 1 24
SEEEE 2319
Middle Management
43.66 48
rEEEE
By Employee Type Junior Management 24.83 36
BETEES HEEEE '
General Employees
i 17.44 36
Accumulative number of training programmes that have 103 proarammes
been developed ':1)03?, Fg
RETREEEIIRE /Y
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PROMOTION AND DEVELOPMENT

The Group gives adequate training and opportunities for development to
employees at all levels, and provides college graduates and technicians with
multiple channels for promotion.

Multi-dimensional Promotion Channels

EETHRE

Multi-dimensional

: promotion paths

Technical path SHETHEE
HEEE

This path was designed
to enhance the skills of
technical staff, starting from
apprentices or technicians
and gradually advancing to
senior engineers
REEMECENE TRTFE
ERBEE WMAESETIHERT
BEERSRIIEN

STEERE

EESHARBREL BTYEIHRDR
REREEE ARBEMFEERIFIETZ
METTRE BRFER—RIEEIIERIEE
B T&5{IRF -

Management path
SEEE

Management path for college
graduates, starting from
assistants and advancing to
directors, vice presidents and
CEO.
ARBELHEEBBE ARA
B, RESFEEE- BIRK
K CEO %

Employee Skill Competition

B TIRAELEE

On 12 April 2016, the Group held the annual Job Skill Competition
featuring such categories as feeding of materials by mixing workers,
manual pipe packaging, automatic packaging machine operation,
SAP system operation, code spraying and cooperation, maintenance,
tube rolling, and injection molding machine operation. Covering all
the posts within the Group, the competition was aimed to standardize
the knowledge and skills of each post. By reviewing the employees'
skills, this open competition showed recognition of the devoted and
skilled employees in the team. While employees' rights and interests
were protected, an atmosphere of mutual learning and mutual growth
amongst the employees was created.

2016 F 4B 120 EBERRTEE [HAKERLE] FE
BHNEEEFEBEN TR FEREQE . BBOEMRE SAPR
MR ERRIRFE EE RERIBRERFS BHETEESE
MO SAERECHREUS BN KELRAEULR
RENANERE TG BRI MAEELSNE TEEKSE
—HRIMET RIETEIEDZNERARIITESHEESE  £E
BERNRA-
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In 2016, the Group appoints employees to the positions of reserve 2016 FRRIRT T BB EE T &R

workshop directors through selection, which comprises application, EENEEBHEARKRE ERNSBR B
qualification review, examination in knowledge about practical operation, BIERI SRR E R A RRNRE TR
and notification of results. No complaints were received from employees BEBEARIER ETHEREFHE
regarding the promotion and appointment. This open and transparent WEMIERR BRTEEBBETA
process is demonstrates China Lesso's fair and just employment system. ENTERNE T EE#E o
Organizing Announcement
Registration NS
HBRERE
Qualification On-Site
Review Selection

ERREZ RIZIER
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China Lesso cares about the work and life of all its employees, and is
dedicated to creating a harmonious and comfortable working environment
and organizing a wide range of activities for the employees. These efforts are
meant to meet the employees' demand at work and in life, to strike a balance
between work and life, and enhance their sense of belonging and well-being.

The Group has established multiple channels for communication with
employees so that it can learn about and respond to the employees'
problems, especially those of their benefits and life. Internal exchanges
have been initiated with the aim of achieving an overall improvement.

Transmission
of suggestions

throughout the Suggestion mail box
organizational structure EEERIE
FIREEEERES

Monthly (quarterly)

Employee Communication
exchanges Channels Departmental
BE (ZE) : feedback
ﬁffﬁ =l ] :E8

Year-end appraisal Suggestion
meetings communication
FRTLE meetings
EREeg

Concerned about poverty-stricken employees, the Group has always
been ready to learn about employees' problems and help them resolve
these problems.

PEIB BN A B TANSHIEET @ TIE
B AOREET T EHETR BEAM
EBUEEETEE ShmEETEIE
MEFLNBER REE T TFNEETE
RITETREREFRE-

SERTEARA TEENRE HERT
B EES A TEUHENBEETEE
RENEE 2ERENIDTEE 2R
EHRIET o

EEMTREET REFERESETER
NEhE, HHEEEHNE THEBHEEF
EERE VYEHMETHAERELE.
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On 20 January 2016, China Lesso's Labor Union visited various
poverty-stricken employees to thank them for their contribution to the
development of their districts and towns and gave them some money
as financial assistance. Gratuity fund, New Year Gift Bag and New Year
blessings were also sent to such employees. The new year greetings to
the employees were meant to inspire them to overcome difficulties and
to let the employees feel the warmth from the China Lesso family.

201651 B 20 B REHBIAEHE HERHPEHNER
B TSR RES THES TR X LTRSS FrEXE
BRHENRE FENBBREETHR T RREENER ZER
TRZE BB E S —AARERRE

To create a relaxing working environment, enrich the social life of the EEBFEEE T BNORABETEESENT
employees, promote their mutual understanding and cultivate a team spiri, fERs RYEETMERETE REBTL
the Group organizes a wide range of recreational and sports activities ZHENEEEMR Birth s E X BIENS
regularly. During these activities, employees can relax their body and mind, H CHAGEEZYNXERS F8T
and have a stronger sense of cohesion and belonging. BEE0 ERETHERNRER-

We visit the employees and send greetings to them during holidays, hold EHANETESEMN AETHEAD
birthday parties for them, and organize gala dinners for them to celebrate the SEIAIBE PRS- ERNTEMEE
May 4 Movement, Mid-Autumn Festival, Christmas and New Year's Day. SEE
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OUTLOOK

As a leading large-scale industrial group that manufactures building
materials and interior decoration products in mainland China, China Lesso
always reflects on and practices the concept of "Create a relaxing life".
It provides customers with products and services of higher price-to-
performance ratios, and creates a comfortable, quality home life. Currently,
China's industries of building materials and interior decoration products
are undergoing profound changes and being restructured and upgraded.
China Lesso will continue to attach importance to its products' quality
and development as always, and will press ahead with its strategies for
developing international markets. It will also continue to help society solve its
problems, listen to the voices from all walks of life and share the results of
the development with all the stakeholders.

As the support from all sections of society is crucial to our achievements
over the past three decades, we will continue to give back to the community
by making steady progress in our business and undertaking socially
responsible initiatives.

Products

Services

REPEHURBRRER BURBTE

Cooperation
SRR RRUE B o

underground utility tunnels.

Environment

TEANTREEERER FEE

EESS

FREANAERMREER DEBEHR
REBEZENMRT 1 REEBERELE)
HES RAEFRUESESSUHENNER
ﬁ%% HIESE SEERELE B

v HEEM REEEAEERZ WL
m%ﬁ¥ EETHRCEMBITELR-
HFI— M AENEREmNEERHE
BiF [EHE] NEREREE Fmg
HAMEE BERSEONES BE
FEEERES T $$Eﬁ%°

&6 30 FRMMEMERAFLEEAN
BAF RERR RFAE—WEE L
BNEENERASFENTESEHRES-

Through attaching a higher importance to product quality and development, we will continue to
provide users with green, healthy, and quality products in the spirit of environmental protection.

ENERERNESENR SHEEREEM SEABPREGERRSEENER

Greater efforts will be given to advance all-round service system development, optimize service
platforms, and establish rapid customer communication systems.

S ENNESIBERERE P BB o

We will implement the international development strategy for globalization, forge stronger
partnerships with stakeholders, and build a win-win industrial circle.

By [EdE] NERERREE RUASERDSFRE ITEtmEXE-

Establish a long-term system of communication with suppliers.

Advance the cooperative development of emerging industries in regards to sponge cities and
AIMEEEERT - th TERSHMEEENSIEREE

While improving our environmental management system, we will adopt energy-saving and emission
reduction measures in production and operation, and develop green and eco-friendly products.

BEELEEERBEREN RERERRER

In maximizing China Lesso's strengths and resources, we will play our part in resolving social
issues to support common development with the community.

BENFELEEEERSEDHEER SHBRMEHE REEEEMELELRER.

In implementing the strategy of diversified talents, we will focus on training lower-level employees,
improve employee promotion methods, and help them fully realize their self value. Improve internal
a and external employee training structures and increase efforts for continued education.

BERSTASHE BUEEEEET
&8 T RINPE s SR E I D E
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ESG PERFORMANCE ESG %&3%%

ENVIRONMENTAL PERFORMANCE IRIEER
Scope of Indicator Indicator Performance
feiZEnE IEIEXRE

Aspect A1: Emissions

[EmE A1: HERBUD

Information on the policies and compliance with relevant laws and regulations that have a
significant impact on the issuer relating to air and greenhouse gas emissions, discharges
into water and land, and generation of hazardous and nonhazardous waste.
BHBERMEERBHAC AR T HIHS BERBEEEMNELESY: (o) BEk & (b)
BOHETABEATENERAERIRAINER -

Disclosed in "Improving

Environmental Management

Systems"
[ERIEEEEER] hiKE

KPIAT.1 The types of emissions and respective emissions data.
BRI RE A1.1 HERDIESE M AE B HER & ) o

Disclosed in "Gas Emission
Reduction"

Greenhouse gas emissions in total (in tonnes) and, where| [5af2iRHE] =
appropriate, intensity (e.g. per unit of production volume,

KPI'A1.2

. per facility).
ER %E/ bgj%A’|2 S e = = N A 3 \
PEREEL REEERE (LUEE) R (WEm) 2 (bl
BESEM SERMEE) o
Total hazardous waste produced (in tonnes) and, where
KPI A13 appropriate, intensity(e.g. per unit of production volume,
N per facility).
WIRERIERE A1.3 - e e N o
RSt FELEERENEE (LORE) R (MER) B (m
LSESBEMN - SERME) o Disclosed in "Treatment Solid
Industrial Waste"
Total nonhazardous waste produced (in tonnes) and, [EBSEZYNES ] FIEE

where appropriate, intensity (e.g. per unit of production
volume, per facility).

FrEAEESEEDRE (LETE) R (0ER) ZE (W
LBESEN - SER0tE) -

KPI A1.4
BAEMIER A1.4

Description of measures to mitigate emissions and results|Disclosed in "Promoting Energy

KPI'A1.5 ) ) L .
BRI RISIE Al 5 achieved. Conservation and Emission Reduction
a oo R BRI E T X ET SRR © [MEEENRERHE | PiE

Description of how hazardous and non-hazardous

KPI A1.6 wastes are handled, reduction initiatives and results Disclosed in "Treatment of Solid
gaggzg%ﬁb@ A6 achieved. Industrial Waste"
IR A BAEBEERBEZEEMNS L REEESNREER | [EREZEVNES ] FiEE
PSR
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Aspect A2: Resource Utilization

[EmE A2: ERER

Policies on the efficient use of resources, including energy, water and other raw

materials.

BRERER (SFEER

KREMER) BB

Disclosed in "Enhancing the
Efficiency of Resource Utilization"
HEFtREREANE | PIRE

KPI A2.1
RISEARIER A2.1

Direct and/or indirect total energy consumption by type
(e.g. electricity, gas or oil) (in 1,000 KWH) and intensity
(e.g. per unit of production volume, per facility).
RERASNEER NEEER (NE. KIH) 85
2 (UTFETEREE) RBE (MUEE=SEL- 5§18
RiEstE) o

Disclosed in "Energy Utilization"
[82IR(EF | HiREE

Water consumption in total and intensity (e.g. per unit of

Disclosed in "Conservation of

KPI' A2.2 : 0 f
RIS AEISHE A2 production volume, per facility). Water
PR A BROKBREE (NMASEREN SERMEHNE) o | [WEKER HHE
. - o Disclosed in "Promoting Energy
KPI A2.3 E)eeszir;patlwco;ie?:‘eznergy use efficiency initiatives and Conservation and Emission
BRAERUEIZE A2.3 N s \ Reduction"
RALIR(E ARG BI RS ME o)
RRERE e 5T &I SR BT 1S AR [REEAETEE ) RS
Description of whether there is any issue in sourcing
KPI A2.4 water that is fit for purpose, water efficiency initiatives Disclosed in "Conservation of
E%fﬁﬁi;?ﬁﬁﬁ A4 and results achieved. Water"
PR e FARKREVE AR LA BEIERE R RKS ST | [WEKER] PR
BN PSR R
Total packaging materials (in tonnes) used for finished
KPI A2.5 Zro?itéztsl:nd with reference to per unit produced where Disclosed in "Solid Industrial Waste”
BISRAURIE A25 ppicabe. [EBEEEEMNRE | hRE

SpimATAB MRS (LIEFTE) &
EEBMIGE-

(anEA )

Aspect A3: Environment and Natural Resources

[EME A3: IRIREXAEIR

Policies on minimizing the issuer's significant impact on the environment and natural

resources.

BT ABRERRRERENEA S ERBER-

KP| A3.1
BEMIETE A3

Description of the significant impacts of activities on the

environment and natural resources and the actions taken

to manage them.

}‘* RERFHERBERIXAEGRENENFE K EIRNEE
B ENTE -

Disclosed in "Treatment of Solid
Industrial Waste" and "Fostering
Environmental Awareness"

[EEEYNEE] &k [EE88RE
RERH | PIKE
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SOCIAL PERFORMANCE

Scope of Indicator
SIZEsE

Indicator Performance
EEESE

Aspect B1: Employment

BEB1: EE

Information on the policies and compliance with relevant laws and regulations that have
a significant impact on the issuer relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.

BRI RE . BEEET TERE- RE ESHE 2l RERUREMS
BB (a) R K (b) EFEHBTAGEAZENEMEREIRAINER -

Disclosed in "Protecting Employees'
Rights and Interests"
[MREEE TR | PIEEE

Total number of employees by gender, employment
type, age group and geographical region.

RIER S fRELEE . FRVER MBS DR ERE

KPI B1.1
R4S B1.1

Disclosed in the opening of
"Employees”
[ETHR] BREPKRE

Employee turnover rate by gender, age group and
geographical region.
MRl FEARRI R EEISBIR B

KPI'B1.2
RISAAUER B1.2

Male/Female: 23.46 (%)/22.02(%)
8B /3 23.46 (%) /22.02 (%)

Aged under 30/Aged 30~50/Aged
over 50: 32.26 (%) /16.81 (%)
17.94 (%)

30 LA /30 583 50 5% /50 s A _E:
32,26 (%) /16.81 (%) /7.94 (%)

South China/Central China/North
China/East China/Southwest China/
Northwest China/Northeast China/
Hong Kong, Macau, Taiwan &
Other Countries: 18.72 (%) /19.44
(%) /22,33 (%) /50.92 (%)
/126.33 (%) /21.36 (%) /23.33 (%)
/19.05 (%)
g/ R/ HE]L / 3R/ AR / 7
b/ 5L /BRERINE 1872 (%)
/19.44 (%) /22.33 (%) /50.92 (%)
/126.33 (%) /21.36 (%) /23.33 (%)
/19.05 (%)
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Aspect B2: Health and Safety
[EE B2: BREZSE

Information on policies and their compliance with relevant laws and regulations that

have a significant impact on the issuer, in regards to the provision of a safe working

environment and protection of employees from occupational hazards.

EHRHZETFREEREEREEEHELLEN: (o) BER, K (b) BTFHETARE
HENEEEENROARER

Disclosed in "Occupational Health

and Safety"
[BERERETS) FikE

KPI B2.1 Number and rate of work-related fatalities. 1/0.05 (%)
BOSRSSUEIE B2.1 B T {ERMATIE T BIA B LR o 05 (%
%P%Eig@b,@ B2.2 Lost days due to work injury. 220 (Days)
R e RIEEETIEREC 220 (X)

Description of occupational health and safety measures
adopted, how they are implemented and monitored.
RPN R R o, DIRBERRITRER
Fike

KPI B2.3
BERAERIRIR B2.3

Disclosed in "Occupational Health

and Safety"
[RERREZS) PIE

Aspect B3: Development and Training
[EmE B3: #EREI

Policies on improving employees' knowledge and skills for fulfilling work duties.
Description of training activities.

Note: Training refers to vocational training including internal and external programs paid
by the employer.

ERRAREBETIFRENNBREENER mAREINES -

A EIIEEEE TeERREMENRINIER.

Disclosed in "Caring about
Employees' Development"
(BB T#EE| higE

The percentage of employees trained by gender and
employee category (e.g. senior management, middle

Disclosed in "Caring about

KPI B3.1 ' "
B SR IS B B3 management, etc.). N Employees' Development
- S ERIREELSER (NESREEE, PREEES) [BEET R PRKE
BoNZIRETD -
Th ining h I I
e average training hours completed per employee by Disclosed in "Caring about

KPI B3.2 gender and employee category. Emblovees' Development”
B IS 2 B3.2 BRI REEERES SERERATIN T oy P

%ﬁ[o

[REETIER] PiKkE
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Aspect B4: Labour Standards
[Em B4: &SI #H|

Information on the policies and compliance with relevant laws and regulations that

have a significant impact on the issuer relating to preventing child and forced labour.

BEMIEETIEE T (a) BER: & (b) EFHBITABEACENEMEER

RO ER

Disclosed in "Protecting Employees'
Rights and Interests"
[MREE TR FiRE

KPI B4.1
RIS TR B4

Description of measures to review employment
practices to avoid child and forced labour.
AR RIEAINEE OB R E T KA 8 T o

Disclosed in "Equal Employment
Opportunity"
[ SR PikE

KPI B4.2
RRIERIEE B4.2

Description of steps taken to eliminate such
practices when discovered.
HATEERIER B RS ERERIBERATIRIA L
BRo

Disclosed in "Equal Employment
Opportunity"
[FERE] PHRE

Aspect B5: Supply Chain Management

[EH B5: fitiEEEE

Policies on managing environmental and social risks of the supply chain.

EEHEENRERMSRRER -

Disclosed in "Socially Responsible
Supply Chain"
[SEMERE] PR

KPI B5.1
RIS B5.1

Number of suppliers by geographical region.
BEE S HERHE -

Disclosed in "Socially Responsible
Supply Chain"
[EEALAESE ) i

KPI B5.2
RISEARUELR B5.2

Description of practices relating to engaging
suppliers, number of suppliers where the
practices are being implemented, how they are
implemented and monitored.

R BRI RMERNES, mHEITERIEMN
HIEREE - LIRBRIEAINTRERTE

Disclosed in "Socially Responsible
Supply Chain"
[EfEALFESE ) hifeE
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Aspect B6: Product Responsibility
[EE B6: EMEE

Information on the policies and compliance with relevant laws and regulations that
have a significant impact on the issuer relating to health and safety, advertising,
labeling and privacy matters relating to products and services provided and methods

of redress.

BRFMREERTRBNRRERZS ES EREABSEEURBRITER: (a) BEE

(o) BFHETABE

HOMEREE AR PIRE R o

Disclosed in the opening of "Products"
[EmRE] BREPIKE

KPI B6.1
RS AIE1E B6.1

Percentage of total products sold or shipped
subject to recalls for safety and health reasons.
EEN D EXEDEET Rz RE BIR mmm/aEl)
Epaysdd

Disclosed in "High Standards of
Service"
[MBERIIKE] PiEE

KPI B6.2
RiEAE IS B6.2

Number of products and service related
complaints received and how they are dealt with.

EREHNERRRBHRFHEUREHTTE-.

Disclosed in "High Standards of
Service"

[BERMBKE] PIKE

KPI B6.3
RISEARIETR B6.3

Description of practices relating to observing and
protecting intellectual property rights.
TR B A S AR PER 58 B EE R RO IE Al

Disclosed in the opening of "Products”
[EmkE] HRPEE

KPI B6.4
RiEAEIE1E B6.4

Description of quality assurance process and
recall procedures.
A E SR TEIBREREREIKRER -

Disclosed in "Product Recalling"

[ERBE] s

KPI B6.5
RISARIETR B6.5

Description of consumer data protection and privacy
policies, how they are implemented and monitored.
HREE EEIRRERAEECR DURERERITRE
RJ3ike

Disclosed in "Customer Information
Security"
[EFEERZE| higE
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Aspect B7: Anti-corruption
BB B7: REi5

Information on the policies and compliance with relevant laws and regulations that
have a significant impact on the issuer relating to bribery, extortion, fraud and money

laundering.

BRI LIRS B3R EEERERER: (o) BER & (b) BFHBETABEALEN

TREEERIRBIBE R

Disclosed in "Corporate Governance"
[NERIE| higE

Aspect B8: Community Investment
[EE B8: #HERE

Policies on community engagement to understand the needs of the communities
where the issuer operates and to ensure its activities take into consideration the

communities' interests.

BRLMEZSER T REEMEHEFTENRREER S E B EF BB

Disclosed in the opening of "Society"
[MEF] HEPEE

KPI B8.1
R4S B8.T

Focus areas of contribution (e.g. education,
environmental concerns, labour needs, health,
culture, sport).
SIEAEE (UHE BESFEE - STEKR #E-
X~ #BE) o

Disclosed in "Supporting Community
Development ", "Poverty Alleviation"
and "Voluntary Services"

[REAERERE] « [HFAER] &k [&
FEEEED | hIKEE

KPI B8.2
RIEAEIE1R B8.2

Resources allocated (e.g. money or time) to the
focus areas.

AESIEBMBAER (WEEE) -

Disclosed in the opening of "Society"
&) FRETRE
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HONOURS IN
ACHIEVEMENTS

HONOURS WON FOR ENVIRONMENTAL

ENDEAVOURS

Award Winner
FEHEEE (Y

Guangzhou EP
Environmental

Engineering Ltd.
BENHIRIRRE TR
BIRAF

Honours

REWR

Certificate of National AAA Credit Level
Enterprise
BRCEEBSRES (AAA)

BEXRE

Presented by
AEIFEE (Y

China Association of Environmental
Protection Industry
FRERREFREEERS

Guangzhou EP
Environmental

Engineering Ltd.
BEMNHERIRRE TIZRE b
BIRAF

Certificate of Backbone Enterprise of
Guangdong Environmental Protection
Industry in the 12th Five-year Plan
Period

[+2H] ERERBEFEEESHEE

g

=28

Guangdong Association of
Environmental Protection Industry
BERBERRREEXHS

Certificate and Medal (Acrylic Prize) of
Honorary President of Foshan Shunde

Foshan Shunde District Association of

China Lesso District Association of Environmental ) .
" ) Environmental Protection
HEEE Protection BT IEREEEREGS
BUDEEERRRRERSEESRES o s
ps&ig
) Certificate of China Environmental CEC (Beijing) Certification Center Co.,
China Lesso )
ch 2B Labeling Ltd.
FRBRIESERRBES RS (JhR) REPOERLAE
. China First-choice Brand of Green Paihang.360.com & Chinabidding.com.
China Lesso Buildings 2016 cn
h E 22 J

2016 FEFEEEE RS

HEEEHATE PEREERERE
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HONOURS WON FOR WORK SAFETY

Award Winner
BB

Shenzhen Qianhai Lesso
Commercial Factoring Co.,
Ltd.
YR E B E B EREER

AR

Honours
EETER

Best Risk Control Commercial Factoring
Enterprise 2016
2016 FE [mERE] BERERE

Corporate Social Responsibility Report for 2016 (¥4 S ETHRE

i
a
e
[

Presented by
FRIFEE(U

Organizing Committee for the Annual Meeting of
China Commercial Factoring Industry
PERERECEFSESS

Nanjing Lesso Technology
Industry Co., Ltd.
P REER BEGRAT

Certificate of Level Ill Standardization of
Work Safety
R EGEN=HFEE

Nanjing Work Safety Administration
BERMREHEEES

Lesso Technology
Development (Wuhan) Co.,
Ltd.

BERER (R2) B8R
N

Advanced Unit of Work Safety 2015
2015 FERSEESESEN

Cihui Sub-district Working Committee of CPC
Dongxihu District Committee & Cihui Sub-district
Office of Dongxihu District People's Government
PHEFHEEERSH LIRSS RABEARBY
EEABHEE
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HONOURS WON FOR CONTRIBUTION TO SOCIETY (e

Award Winner
‘g

Yunnan Lesso Technology
Development Co., Ltd.
B ERRERERAT

Honours

SEER

Yunnan Best Employee 2016
2016 ZFiFfEE

I

Presented by
PEEZ AL

Yunnan Enterprise Federation/Yunnan Entrepreneur
Association
EHACEHE T/ TRACEREE

Sichuan Lesso Technology
Industrial Co., Ltd.
POl BRI BB IR AT

A Credit Level Enterprise of Labour
Protection, Law Compliance and Integrity
BERETEME A RBE

Deyang Labour Supervision Detachment
BB BRI K

Sichuan Lesso Technology
Industrial Co., Ltd.
o) B BRI B E B IR AT

Advanced Grassroots Party Organization
2015
2015 FESEREBARM

CPC Deyang Economic and Technological
Development Zone Committee
PHEEHEARNHEERZESS

China Lesso Bronze Medal of Lasting Care Foshan Shunde District Longjiang Charity Foundation
B 2R HISME BLOXKFHEE BUDIEEERIZES
China Lesso al?ji(l:\/lgrsi;;hamtable Enterprise 2016 Shanghai United Media Group
4 w 3 EEE

FER 2016 G REIEEE 2K S BEEEE

: Bronze Medal of Excellent Volunteer Communist Youth League Shunde District Committee &
China Lesso ) o L )
ch 2B Service Organization Shunde District Volunteers (Voluntary Workers) Federation

BFEETREEMEAE

HEEEEERES . ERRTHE

(BIIMEE) Bog
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HONOURS WON FOR PRODUCT QUALITY

Corporate Social Responsibility Report for 2016 (M¥Eit EE(FRE

-
AA

R

= ko
HEBE K=

e
\
I

Award Winner Honours Presented by
EREE (U SREWER AAFFER{U
M it of Chi
China Lesso igzggiatig?c?f rQLLJJ;;itt;Iningion China Association of Quality Inspection
N BERBHE
e S ERERG QA & R TSR
China Lesso /:Ai?ztwggclztrtei;irljtlznal Standard Product Standardization Administration of China
ﬁ REENSEBEEES
R R E R ISR EREAE
The Fifth Institute of Electronics of the Ministry of
China Lesso Certificate for the Assessment of Two Industry and Information (CEPREI) & Guangzhou
e Fusion Management Systems CEPREI Certification Center Service Co., Ltd.
MRS EERBRTERS TEEERUATEFEOART ENEERERORSER
NS
) Top Ten China Plastic Enterprises of China National Light Industry Council & China Plastics
China Lesso : : L
o R Light Industry Processing Industry Association
RS TR TR b FEETEHAE . RRENINTIIERS
China Lesso igcs)ggiell\t/:s?tc?? erJ;;ittfllcncsgzjtion China Association of Quality Inspection
N BERRHE
e O SRR OARYRREE | DR ReD
China Lesso Certificate of AAA Credit Level Enterprise | China Plastics Processing Industry Association
Fh B 2R PEGSHERBE AAA REERIN T TERS
Certificate of Council Member of
China Lesso Guangdong Association of Quality Guangdong Association of Quality Inspection
AR Bt 2B Inspection BREEERRRS
EREAESRRBEBRENIE
Certificate of Guangdong Famous Brand
China Lesso Product (Popular Star on the Internet) Guangdong Excellent Quality Brand Research
o R 2015 Academy
2015 FEREREER (FEARZE) | ERSUEERERR
REFBE
) Guangdong Adopting International Administration of Quality and Technology Supervision
china Lesso Standard Product Marking PE of Guangdong Province
B 2R 9 gdong

ERERAERREERRIEE (PE) BN

EREESENEES
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READER FEEDBACK iEa R

Dear Madam / Sir, BEWNE

Thanks for taking time out to read this report. We look forward '“1@' muQT,U\E’\EFEEPE%u,ﬁMWE’J%E": i
to receiving your opinions and suggestions so as to improve the FEAPEERNRENTORBEEL, EHE
compilation of the report and to enhance our performance in the ?ﬂﬂFﬁ?—infEﬁl EREHFI AR FEETTE
fulfilment of corporate social responsibility. FHo

1. To which type of stakeholders do you belong?
AN BMER AR A &N S0 7

[] Government BT [1 Investor &&#E [] Employee T [] Customer £F [] Supplier #tfERS
[ Academic/Research Institute 2345 / RIpFH#HE [] Peer @17 ["1 Community and the Public #LE AR

[1 Welfare Group/NGO &F E 82 / JEB 4% [ Media g8 [] Others (Please specify) Eft (35£88)

2. YOL Ir opinion on this report:
| DL\EZK“&/;.:

Structure of the Report @K 451#
[ Very Good 1BF [ Good &7 [ Acceptable —#& [] Bad &= [7] Very Bad 1Rz

Information Disclosure 15 B &

[ Very Good 1B%F [] Good &4F [T Acceptable —#& [[] Bad &2 [[] Very Bad B2

Layout Design MRTVEEET
[] Very Good 1B [] Good &7 [ Acceptable —f& [[] Bad &2 [] Very Bad 1B

Readability aI &4
[ Very Good 1R%F [] Good 47 [T Acceptable —f& [[] Bad &= [] Very Bad 1Rz

Overall Evaluation #8823H&

[ Very Good 1B%F [] Good 47 [T Acceptable —#& [[] Bad &2 [[] Very Bad 1R

3. Which part(s) of this report that you find most useful to you? (2 Options Most)
BEEERTEGENEE? (AE21E)

[7] Chairman's Message =R E B [ Corporate Governance AEAIE

[] Highlighted Issues of Responsibility Z=1FEHEE [] Socially Responsible Management of Business E1F&
[] Products E&RHE [] Services BR¥#SRs [] Partners B4£55 [] Environment B155

[] Society it &k [[] Employees ET 7

4. Do you have any other comments or suggestions regarding our Corporate Social Responsibility Report or
performance? Please feel free to email your feedback to China Lesso's CSR mailbox: csr@lesso.com.
BHEBEMOIMZEEREIEEERE EEMERRIES? Ko LUBBH E B2 CSR ZMEME csr@lesso.com KRBT
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") LESSO Bx

Unit 3, 12th Floor, Tower 2, South Seas Centre, 75 Mody Road
Tsim Sha Tsui East, Kowloon, Hong Kong
EBNERDARIEME 75 REF O E 12183 E

o (852) 2712 8405

(852) 2714 7022

L1 www.lesso.com
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