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ABOUT THIS REPORT

This is the third 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 endeavors to serve customers and society.

PERIOD COVERED BY THIS REPORT

This report principally covers a period from 1 January 2017 to 31 December 2017,
and part of both the previous financial year and the year 2018.

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 and its subsidiaries" are referred to as "China Lesso", "Group", "Company"
or "We" in this report.

BASIS OF PREPARATION
Environmental, Social and Governance Reporting Guide of The Stock Exchange of

Hong Kong Limited
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).
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CHAIRMAN'S MESSAGE

My sincere thanks for your continued care and support for China Lesso. In
2017, China Lesso answered the call of the State to seize the developmental
opportunities brought by the implementation of important national strategies
such as the "Belt and Road", rural prosperity and green development, as well
as the promotion of national key plans such as underground piping systems,
sponge cities and water pollution controls, and achieved sound development
for the Group while actively performing its social responsibilities, serving society
with better products, more diversified services, sincere cooperation, greener
operations and passion for charitable causes, and strived to realize sustainable
development for the Group and society.

Quality products to build you a quality home. In order to meet the needs of
customers, we strictly control product quality, focus on safe production, build
a powerful innovative platform and scientific research team, develop emerging
products to satisfy the demands of both the market and customers, and strive to
provide general customers with diversified and high-quality building materials and
home furnishings for comfortable living.

Considerate services to create a quality life. Upholding the tenet that customer
satisfaction is our top priority, we integrate multiple resources from The Mall industry,
create a channel combining the online display of products with offline experience
and services of the physical mall, and provide more families all over the world with
considerate one-stop services. We actively protect customers' legitimate rights and
interests, to put a satisfied smile on every customer's face.

Through win-win cooperation, we work with you to build a harmonious business.
We actively promote the supply chain to improve its performance capability,
implement supplier management, motivate contractor performance, establish
a platform for multiple communication and cooperation, build cooperative
relationships with governments, enterprises, colleges and universities as well
as international entities, and boost mutual growth and prosperity between the
upstream and the downstream of the industrial chain.
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CHAIRMAN'S MESSAGE
EERMH

Green development to defend the environment. We relentlessly perfect
environmental management, implement green operations, endeavor to lower the
consumption of energy and resources during production and operation, and speed
up the construction of an eco-friendly enterprise, to contribute to the construction
of a beautiful China.

Committed to charitable causes to sincerely give back to the society. While
striving for our own development, we repay society through poverty alleviation,
voluntary services, support for educational causes and other charitable activities to
spread kindness and generosity to all residents, develop a warm and harmonious
atmosphere, and make great efforts to contribute to social harmony.

Care and love, growing and developing together. We respect every employee,
endeavor to protect employees' rights and interests, provide a healthier and safer
environment to work in, and build an extensive platform for employees, actively
balance the professional and personal lives of employees, achieve shared growth
between the employee and the Group, and assist employees to realize their
personal values.

China Lesso's development is inseparable from your support and understanding.
In 2018 we will continue our efforts, walk together with you side by side and build a
relaxing life for home builders with quality Lesso products!
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ABOUT US

COMPANY OVERVIEW

China Lesso Group Holdings Limited (stock code: 2128) is a large-scale industrial
group that manufactures building materials and interior decoration products in
China. The Company was listed on the main board of the Stock Exchange of Hong
Kong Limited (SEHK) in June 2010. Headquartered 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, Jilin,
Shaanxi, Xinjiang, Hainan, Yunnan, Shandong and Hunan; and it has a nationwide
distribution network. The Group's products are classified into four categories,
namely plastic pipes (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 comprehensive solution that comprises the design,
production and installation of sanitary fittings and ware, integrated kitchens,
integrated doors and windows, decorative plates, fire-fighting equipment and
hygienic materials; and interior decoration and related services), 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.) and sales and
distribution services (Lesso Home).

CORPORATE CULTURE

Principal Philosophy
FEER

LESSO links the past to
the future
HHERIRTE * BIERR

Brand Confidence
sk (E{m

Create a relaxing life

BEEHREREE CORPORATE

CULTURE
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Corporate Objectives
EEAR

Revitalize the Chinese
industry and build a world-
leading business
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Business Spirit
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Entrepreneurship,
innovation, scientific
management, perfectionism
FIRIERR > SKRERIF ° RSB

Ea)ingz 4l

DR

PEBEERIZERARAT (RO :
2128) BRHYBIAMEMREEERER N
2010 6 BEEBMAXZFAARAE) (B
3ZFR) EMRET o ERAREAINERIER
TEREER ~ M ~ EO)1] ~ 5836 ~ TR ~ 2
AL~ AR~ RI3E S EHAM O BREE S AREE
B~ B~ IR~ HEE 16 BE %R
2 EEEEM > BHEABEEEEDHE
o EREXRDAMAEGIRGE > BEE
EIEE (ARt K - BikBES ~ EHi@
&~ &~ iR ~ HI REEFEENE
RIEERENER ~ BMRE (8%
KBRS« BREERE - BREFIE - £8HiR
M HBBMREEMRE > IRaTRRE
MR~ £E - ZRIRFBOBERR
HE) IRFEE CFRMBUSK AR
A N TIEEE TS ER BRI
—BEFAREFER) - REERF (7
EERIRRZR) MAEFIRIRE

.

.

EEXIE

Business Strategy
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Taking quality as the lifeline,
leading with technology
and aiming for customer

satisfaction
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BRAND ARCHITECTURE

Link/ {5 Easy/ 85% Safe/ 2% Share/ A& Open/ R

"Lesso" represents 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

OurBrands FET &k
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Plastic pipes, valves, AL ~ BP9 Integrated kitchens, integrated wardrobes, | EERRRTE - EERRACIE -
sanitary ware products, IKBERTA ~ BREEE ~ water purification equipment, wooden doors, PRI « ERAFT -
sealant, fire-fighting equipment, | SHBH3EH  ISEETAARRE systems of doors and windows, | PIEAME SRR
offshore aquaculture cages decorative plates, integrated heating system ERHEZRG

o O

GZEP Furniture, building materials. | {RE -~ B ~
Environmental protection | IB{RE43 ceramics, sanitary products, | g ~ &4
consultation, {OIEIT . BE S accessories, lighting, | OB R

environmental assessment,

design, construction, ML~ EiE cupboard, hardware, 118 ~ B
operation and monitoring | 1% curtain, etc. | fams

LESSOICOCO LESSORX 28

Mass production of !
interior decoration | {FEARIERETEIE
equipment i

Steel-plastic composite pipes, HHBEAE -
galvanized pipes LS

Sanitary ware products BAZEA

LESSORAE

Sanitary materials e
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CORPORATE GOVERNANCE

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. In 2017,
China Lesso held 8 board meetings.

As a responsible company, we absolutely do not allow any form of corruption and
bribery. The Group has whistle-blowing policies, procedures and reporting channels.
All employees are welcome to report any suspected misconduct. In 2017, neither the
Group nor its employees were prosecuted for corruption.

Board of Directors Audit Committee
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Risk Management Project Team

2R BZEEE

Nomination Committee
REEEE

Chief Executive

(Executive Director)
HITESRITBHER

Remuneration Committee
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Executive Director
BITES

ElREREE A

Internal Audit Department
AEER

Internal Control Centre
PIERRIL

Corporate Social Responsibility

Committee
TEHEREEELEE
\ \
Information
President Office Management Centre
Customer Service\Centre - EESERN
BRI Procurement Centre Brand Management Centre
Administration and Human BB T E AR E IR
Sales Centre
SR Eesources_ Cfantre Corporate Planning
TRERANERFD Departmen
ERIER
Accounting Research Institute Production and
Management Centre B3R Manufacturing Centre
MEEERD Module R&D Centre EEREHD
A
Financial Resources lity M o
Management Centre Quali Zgaln;g;?;; N entre Storage and Logistics Centre
- = AY N
HLEERD FREEEET BRI

Organization structure
SRAHREE




SOCIAL RESPONSIBILITY MANAGEMENT OF BUSINESS
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SOCIAL RESPONSIBILITY
MANAGEMENT OF BUSINESS

Taking the establishment of a perfect social responsibility management system as the
basis for managing and promoting the performance of its corporate social responsibility,
the Group has gradually established a relatively sound social responsibility management
system starting with organizational structure, capacity building and the like.

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 ideas 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.

CORPORATE ORGANIZATION FOR FULFILLING SOCIAL
RESPONSIBILITY

In order to further promote the management of corporate social responsibility,
the Group has been building and improving its corporate organization for fulfilling
its corporate social responsibility and has moved forward with the coordination
between corporate social responsibility work units at four levels and assured the
orderly performance of its corporate social responsibility.
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Audit The Audit Committee is the top decision-making body of the Group in regards to social
Committee responsibility, the primary duty of which is to propose social responsibility goals.
& BZEET EREZEEAEEMTEERSRAENE  TEAEFEEEUTEEEER
()
§
& , Management ) ) ) ) )
IS . The Management Committee comprises the director, deputy director and committee
é"g Committee members, and is responsible for the proposal and approval of social responsibility plans.
for Social Responsibilit
g,{é‘() o= p = Y BEZEGHIE - BITEKREZEAMN > B EEERYNEIEMNEM
S
© Advancement Team The Advancement Team comprises team leaders, deputy team leaders and team
vanceme €a members to be responsible for the implementation of social responsibility plans and
for Social Responsibility advancement of related projects.
HEREREVE

EEVERBER  BER > UBSHEE A SENERERMEETE

The Officers are nominated by subsidiaries and responsible for the
collection of social responsibility related information.

HEMBAREEET2N > AECXHFEEEMEIRETF

Corporate Organization for Fulfilling Social Responsibility

HEREAMRE

.09.



2017 CORPORATE SOCIAL RESPONSIBILITY REPORT SOCIAL RESPONSIBILITY MANAGEMENT OF BUSINESS
2017 FEEMEEERSE RIEEE

MAJOR ASPECTS OF THE FULFILMENT OF CORPORATE
SOCIAL RESPONSIBILITY

Taking sustainable development as the key goal for business development, the
Group has formed six domains of social responsibility implementation covering
products, services, employees, partners, society and environment. The Group has
also responded to the demands of stakeholders, established a good corporate
image and promoted a steady advancement of the Group's business through
provision of high-quality products, one-stop convenient service, creation of a
supply chain for mutual benefit and win-win cooperation, social and charitable
activities, environmental protection, employee care and other actions.

Product E& Service BRFS

Provide customers with a
one-stop convenient service,
wellestablished complaint system
and protection of customer
privacy

Provide customers with safe,
innovative, diversified and
quality products

AERREZ2  BIH - Zxt

SHEENER
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Society &

Environment 1&i%

Make active contributions to Continuously build an ecofriendly

HESEFETHERE
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Business Partner Ea3E5{¥

Encourage and support business
partners and suppliers to comply
with laws, regulations and moral
codes

EREE SR HMEREER
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Employee ET

Provide competitive working

the social beyond the scope of
business activities of the Group
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business guided by the Group's
environmental management
system
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BB IR R PR3

conditions, respect employees, and
promote employee development
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COMMUNICATION FOR CORPORATE

SOCIAL RESPONSIBILITY

The Group has established a mechanism for regular communication and understands
the demands of different stakeholders through multiple channels and methods to offer
important reference information for the sustainable development of the Group.

COMMUNICATION WITH STAKEHOLDERS

Stakeholders

FaEtERAA

Employees
BT

Partners
TR

Investor

REE

Community
HE

Customers
B

Environment
IRIR

Government

U

Expectations and Demands

HASZBER

Protection of legitimate rights and interests

| RIEAAER

Promotion of employees' growth and development

| REBTIREREE

Caring about employee livelihoods

| AEBIAEE

Establishment of a fair and transparent industrial chain
| WEAT - ERAEEE

Win-win cooperation

| SR

{ Return and growth

| DIREER

. Risk control

EHIER

| Corporate governance standards

| ATAIBIRE

| Charitable activities

| BEAEES

Employees' voluntary relief services
| BITEREEE

Support for educational causes

.  ERBEEE

Strict quality management

| BiEEEERE

Improvement of product and service

| Poverty alleviation

| BREER

Promotion of community development
| (REMEEE

Voluntary service

| SFRERARTS

| Product quality guarantee
| REBEREE

Provision of quality service
| IRHEER

Honest operation

Energy saving and emission reduction
| RS

Environmental protection
R

STEHE

AFRERREEEEREESE -

M= ABRE 5 BE

Communication and Feedback Methods

BEaApEsN

Improvement of the remuneration and benefit system
| SEEHFNERIHIE

Smoothing of career path

Visit to employees in need

| AR T

Implementation of responsible procurement

| BRSNS

Implementation of technical exchange and cooperation
| R STE

i Regular disclosure of business information
| EEHRBAEEEE

Shareholder, Investor and Board meetings
| BKERAE - REEGH  E5Y

Steady and solid operation

| AR

FeEEmiRT

Safeguard the security of customer information
| RERFERZR

i Development of environmental protection business
| BRIRRERS

Green production and operation

| BREEEEE

Reduction in waste emission

LR EEEYIHER

{ Operation in compliance with laws and regulations

| s ERsE

Support economic, green and sustainable development
| R  ATRHERE

Tax compliance

| fRORIRIR

Active response to national policies
| REIBEERRECR
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COMMUNICATION FOR CORPORATE SOCIAL RESPONSIBILITY

ANALYSIS OF SUBSTANTIVE ISSUES

In order to further improve this Report's pertinence and substantiality, the Group
has surveyed internal and external stakeholders and selected substantive issues
from the two perspectives of "the importance of such issues relating to China
Lesso's business development" and "the importance of such issues relating to the
stakeholders" and disclosed the key points thereof in this Report and responded to
the demands of every stakeholder.

Identification of issues

bl

Identify important issues relating
to the Group's sustainable
development, study the focal
concerns of stakeholders, and
reconcile the system to identify
34issues from 7 perspectives

Survey and Selection
RRRnn B

Survey internal and external
stakeholders through
questionnaires and select issues
from the two perspectives of
their importance to the Group's
business development and their
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Review and Confirmation

BEIXTED

Response to Issues
[ElfE=RE

Review the selection and
analysis results through internal
management and external
experts

Prepare and implement action
plans for substantive issues, and
disclose the key points of the 23
issues selected in this Report

£ EHREFRTU

importance to the stakeholders
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The Importance for China Lesso's Business Development
HAEHESEERNESRE

Substantive Issues Selected BEH 4% EERISELE R

No. Substantive Issues Identified
R AR B E SRR

! Sustainable development strategy and management
| B EER SR 28

i Compliant Operations &%

i Product quality EREE

Product and technology innovation Ef#

27 Protection of intellectual property rights {REXN8ERE

afe production guarantee RIEZ24EE

29 Provision of quality service 1R{HBERTES

30 | Safeguarding customer privacy &/FABEFATR

: Credible operatio




HIGHLIGHTED ISSUES OF RESPONSIBILITY
HEHE

HIGHLIGHTED ISSUES OF
RESPONSIBILITY: FULL RANGE
LEAD-FREE LEADS THE INDUSTRY IN
GREEN DEVELOPMENT

Lead-free pipeline manufacturing is an important issue concerning environmental
safety and personal safety of consumers and is an area of focus concerning the
sustainable development of the industry. China has issued regulations against the
use of lead-based stabilizers in water supply systems, but such regulations on drain
pipes are yet to be introduced. Limited by technical capacity, cost control and other
factors, most Chinese pipe manufacturers continue to use lead-based stabilizers,
which are hidden threats to the environment and human health.

China Lesso responded to the call of the government for environmental protection,
took the lead in carrying out technical studies on lead-free drain pipes and their
mass production, and finally achieved the mass production of lead-free PVC pipes,
pipe fittings and section bars.

Resolutely working to tackle the problem of lead-containing drain pipes

While achieving the mass production of PVC-U water supply pipes and pipe fittings,
the Group has set its vision further afield and gradually promoted the study on
lead-free drain pipes. In 2011, the Group formally initiated the study on lead-free
drain pipes and ultimately invested five years and over RMB 100 million in tackling
the difficulties faced by lead-free drain pipes.

Poor thermal stability during
production
EEPREEMNE

Poor production stability
TEBEMTS

Difficulties in Developing
Lead-free Drain Pipes
HokEESECEE

Additive precipitation
BhEIT

Narrow processing window etc.
MIEOEE

Countermeasures
BRIRTETE
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Optimize formulation system
BIEEREAER

Improve equipment
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Adjust process parameters
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HIGHLIGHTED ISSUES OF RESPONSIBILITY
HEHE

The integration of production, education and scientific research
advances the standardization of lead-free pipes

Focusing on scientific research and innovation, the Group has successively set
up international standard research institutes, national enterprise technology
centers, national accredited labs, postdoctoral scientific research stations and
other R&D platforms to support lead-free policies. By establishing its postdoctoral
scientific research station, the Group has enhanced cooperation with key domestic
colleges and universities to train post-doctorates, promote in-depth integration
of production, education and scientific research, provide lead-free pipes with
personnel and technical support, which offers the Group a technical base for its
role as the pioneer in the preparation of the regulations and standards concerning
PVC-U lead-free products, and further advance the lead-free standardization of the
pipeline industry.

Become the model to lead the industry in green development

As the largest and top-selling plastic pipe manufacturer in China, the Group has
been exploring the application of lead-free substitutive stabilizers and ultimately
replaced lead with calcium-zinc stabilizers, thereby becoming the sole enterprise in
the whole industry at present which has realized lead-free production. The Group
not only provides the pipeline industry with consultation and support in terms of
lead-free technologies, but our active innovation plays a leading and exemplary
role in the whole industry, boosts broader applications for lead-free products and
continues to lead the industry in developing environmental protection.

Q: Why de lead-free pipes need promoting?

A: The addition of stabilizers during the pipe production is
to inhibit the decomposition of PVC, so as to improve the
thermal stability of mixtures and the dispersibility of fillers
during production, while promoting better plasticization in
mixtures. In traditional production processes, lead-based
stabilizers are mostly used. During product use (such as
water supply pipes), the lead contained in the stabilizers
will gradually transform to lead vapor and spread to the
air or separate in soil and water, which will pollute the
environment and become a severe hazard to human health.
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Closely following the pace of the times, the Group has quickened its transformation and
upgrades, focused on state-of-the-art technologies in the home furnishings and building
materials industries, comprehensively promoted the competitiveness of product and
technological R&D, and created diverse and high-quality products to create relaxing
and comfortable quality life as well as a healthy and safe living space for thousands of
families, and strived to enhance every resident's happy experiences.

EE AR AARTE ° INREEFHE ° B RKERM ERRADEHA ° 275 MR A E mB il
WHRERF > FTEZTE s emBENER > ATEREITEERERENMmELEE * BHRE
RZENERTER ° BHEWNE—IEEN=EMEE

Atotal of 1,758 Atotal investment of RMB641.354 i 826 safe production
approved million in R&D and technical i inspections throughout
patents innovation the year

REETE R R A BRI A SEHREZELEERS

1 75815 04,135.4.- | 826-
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MAKING QUALITY PRODUCTS

Product quality is the foothold for an enterprise to survive. Aiming to meet
customer demands, the Group has continuously improved its quality management
system, drafted strict standards, controlled quality at every level, and provided
general users with diversified and high-quality building materials and home
furnishings based on its professional manufacturing facilities, rigorous process
standards as well as strict quality reviews and controls.

PROVIDING DIVERSIFIED PRODUCTS

Guided by customer demands, the Group has developed and formed a layout
for diversified brands and products to provide a vast number of consumers with
products and services in the domains of plastic piping, building materials and
home furnishings, environmental protection industry, channels and services, and
strived to improve residents' living experience.

EREERtREFNIRZE - EEE
FERERHE  FETESHEEERR
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WEERS - BENTEEE - BEMNE
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Pipe Industry
BEEE

We provide a whole series of
products of diameters from 16
mm to 2,400 mm, with extensive
application in water supply,
drainage and sewage discharge,
power, telecommunications, gas,
floor heating, fire control and
agriculture etc.

RO 16 F 2,400 2K R
ENRRIER  BZERARG
K ~BEKEES ~ BAIEE R
R ~ THRBL R R A

Building Materials and
Home Furnishings

BMREEE

We provide integrated solutions
to create a relaxing home life
ranging from design, production,
installation, decoration and
service.

RHEMR  £E - RE K
#EI R — RN EM K ER
RBR IERRERERE -

Environmental Industry

IRREE

This domain comprises the
control and treatment of waste
water and exhaust fumes, disposal
of solid wastes, disposal and
treatment of hazardous wastes,
soil restoration, environmental
monitoring, technical consultation
services, professional operation of
environmental protection facilities,
marine environmental protection,
environmental protection
investments, and research and
development, etc.

BIEREKAE  BERAE B
PEEERYIERIE « BIRERYE
BRE - TIREE RIEA
BAisE MRS - RIRRIEFFE
EiE - BEFRR  RERER
HRZUhR s LRt

Channel Service

REBMRTS

Through the consolidation of
the mall resources, we have
initiated LESSO HOME, a global
sales platform integrating home
furnishings, building materials
and hardware.

SEZREER’ ITEAENIR
KzxR ERXEEM AR
R—EMNEIKEETSE o



CREATE A RELAXING
LIFE WITH EXCELLENT
QUALITY

SHME BIEEREE

HE VA
IBILITIES
Hn EREEEE
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BHERY RAMEFEE

ENHANCING QUALITY CONTROL

Taking the lead in passing and implementing ISO 9001 Quality Management
System, the Group continued to improve its own system that encompasses "process
management, quality management and quality assessment management", and
integrated ISO 14001 Environmental Management System, OHSAS 18001 and ISO
50001 Energy Management System, achieved high-performance and explored and

COOPERATION GREEN DEVELOPMENT
O A CO

implemented a management system which integrates three-systems, standardized
quality control, and improved its capability to manage quality and safety.

Innovation in Quality Management

Security Project

FhaEE

Quality Management

System Project
HEEERRER

US SOCIETY
SABETTER

E
B SIS S

MICEHEEE

EETEEHEMITERERLBEBBEMNER
ISO9001 EIFEEEERER > F~HE:E

ITEER - -E5EE-REE8E NE
EEIEIER * 1150 14001 IRIEEIEFER
OHSAS 18001 B2 f2EZ 2 1SO 50001
FEREERARES  RRLBITEHE
HWE=RARA—RBLEERR > REEEE
B RACGENZEEEES -
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ERP and MDM Projects
TEERASERM
BERESEER

The Group has completed anti-counterfeit
measures for pipeline products. Customers,
once follow our official WeChat account,
are able to scan a product's security code
to view its production date and other
basic information to effectively distinguish
between authentic and counterfeit
products.

EEBETEMEMERNMAIIE ERRE
RITEEMEAR * EERERMRIEIAT
DUERFIEREAREE - EEBHE BB
BIEmRER

The quality management system has
realized standardized and unified control,
paperless product inspection and
automatically-generated results, solved
responsibility issues which arise during
the management process, used data to
monitor and assess quality, found gaps
which exist in quality control and improve
accordingly.

HEEEARERTRER—CES - ER
mEREAR(C - BREBE > BRTEEBIE
NWEEHE RSB EEETEE RN
B’ WHEEERFENEREL TR -

Enterprise Resource Planning (ERP) and
Mobile Device Management (MDM) systems
have been put into use; the next step is
to control and analyze all product data
to lay a foundation for automation and
Intelligence.

EEERE (ERP) MBERHEEIE (MDM)
AMEERAER > TP REMEERDN
HIRETEE 2% #E®  SHEEHERE
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On November 17, the Group was awarded the "Foshan Model Enterprise for Quality Manufacture", which is the "Oscar" of economics in Foshan
11 B 17 B’ EEREGLLE MRtk AE— MBLESRERTERE)
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OPTIMIZING PRODUCT QUALITY

The Group continues improving the quality management system, gave play to
the supportive role of big data, increased investment in automation, conducted
product innovation and R&D, strictly controlled the quality of every procedure,
adhered to the Group’s quality commitment and standards, and assured customers
of an enjoyable quality life with peace of mind.

Promoting Automation and Assuring Product Quality
In 2017, the Group focused on automation; the automation of equipment which

impacts product quality and using automation to conduct fine management,
further stabilized the process source thereby assuring product quality.

Pipe Automatic Casing Machine

The automatic casing machines for pipes developed by the Group realizes the
complete automation of installing, separating and casing of dn75 and 110 pipes,

which is beneficial for standardized production and lays a foundation for product
quality improvement.

Automatic Casing Machine
BEEERE

BtEREE
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LIFE WITH EXCELLENT SERVICE TO ACHIEVE INCREASES THE VALUE OF CALLS FOR BUILDING ECO-
QUALITY ABETTER LIFE RESPONSIBILITIES
SHmE WREREE BERY BMEFEE BIEHE EHRETEE

FRIENDLY HOMES

CREATE A RELAXING HIGH STANDARDS OF WIN-WIN COOPERATION GREEN DEVELOPMENT
BREERE HBREERE

Product Quality Test Equipment

The Group has developed detectors to test sockets of PVC drain pipe fittings,
the external diameter of PP-R pipes online, introduced equipment to inspect
the appearance of PP-R pipes online and equipment to test the airtightness of
aluminum plastic tubes, and reserved relevant interfaces to collect data of products
in the era of "Internet+".

Pipe Socket Test External Diameter Offline Test

B EOR SME BRI

Automatic Packaging for All Pipe Series

Basic packaging has been automated in the production of all pipe series. The Group
hopes to improve employees’ technical capacity so that they can transfer from
completely manual packaging to operation by technical equipment.

EMBRACES ABETTER AND SHARING
DEVELOPMENTAL RESULTS
MEET HEZRMR

FUTURE

AHARMONIOUS SOCIETY CARING FOR EMPLOYEES
HEME BEHERFRR

EmEBRARE

EEMEPVCHIKEHAORERARK
%~ PP-REMEMIMEBRME ~ PP-R
EMBHARINERRRE > SIAPP-REM
TEARSNRIRBIRE « SR EREMWAE
R MLABERED KERER (B
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Appearance Online Test

SMBRTE AR

BRIINEMEKBFT

EHEENSRIEMEBLEEREM
BREHL BRUBEIMENSHEK
FEMRMENRERFEE  BAGR

HE -

Online automatic packer
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The Group has developed fully automatic butt welding machines for gas ball valves BIBEREE - B8t - £EESZEZM
thanks to the coordination of departments such as Product R&D, Automation WS > BIRMRAIKEZ B HZEIRERN
and Production. The accuracy of welding pressure is controlled at £0.05 MPa, to B2 0 IRBBE B EEHITE £0.05 JKbg
ensure the satisfactory production process of gas ball valves in accordance with REBMRIKENEETEED G5+ BRH
G5+ system requirements. The new machines adopt two-way simultaneous fully EXXR o IFHERRER2EHIEESM Fr
automatic welding technologies. All production data and process parameters are BEESR TE2MEHERBRLE
recorded in auto-generated reports and are saved automatically, rendering the %> BEEAEWE -

process of manufacture traceable.

N

Cm Stricter inspection on raw materials and harsher QA
nsaREMEMER > BRICE 2R

The Quality Management Department with Wuhan Subsidiary has applied stricter inspection on raw materials. They adopted
a new model where warehouse keepers are invited to join a group via information platform whereby the Department may
collect the information of incoming materials and request that the materials should only be warehoused upon passing
inspection. In terms of test results, workshop leaders quickly learn the quality of raw materials through the information group
and make adjustments based on the quality of the materials or report to headquarter management without delay. With this
mode of operation, the test cycle is shortened dramatically - generally, regular sampling test results can be delivered within
24 hours. In 2017, this mode of operation won the award of "Group Quality Control Benchmark".

HEESEEMMARMENER  ELFEFER > MBREATE > B8R EME » REEBERER ° A
EXRBAEGHREBABEAE - TRAERTE > EREEEAENFMFEREMENEEER > REEEGRERIEY
AR YK ERBEIRERR - BEEFENARANEEIRABE  —RERBRGERSE 24 /MR > 13 2017
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CREATE A RELAXING
LIFE WITH EXCELLENT
QUALITY

SHmE BREREE

HIGH STANDARDS OF
SERVICE TO ACHIEVE
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BERY BMEFEE

ABETTERLIFE

INCREASES THE VALUE OF
RESPONSIBILITIES

WIN-WIN COOPERATION
BIEHG

| EREEEE

= Production Quality Management Analysis Meetings

The Group holds quality management analysis meetings regularly, and initiated
Quality Lesso campaign and educates employees to prioritize quality. The Group
ensures the enhancement of quality management at every level, regards quality as
the key to success, and comprehensively implements quality management.

YAl

= Procedure for Recalling Defective Products

With a mechanism to promptly recall defective products, the Group continued
enhancing the supervision and management of quality and safety of products
and solved the problem without delay to protect consumers' health and safety

effectively.

CARING FOR EMPLOYEES
AND SHARING
DEVELOPMENTAL RESULTS
MEET HEZRMR

CALLS FOR BUILDING ECO-
FRIENDLY HOMES
GERRE HELERE

EMBRACES ABETTER
FUTURE

GREEN DEVELOPMENT
HEME BEHERFRR

AHARMONIOUS SOCIETY

cEEEEEESNE

ERSEAREETEEEAME U TR
BHEBHR) AT BRESNEHH

EoEwnas—(I8T1 EET?TiE%i“ﬁﬁJJD
REEEE > UESAIURE > 1T
HEEEIE -

w

*n

‘s*"f:’?ifs.ﬁw"’

§ ¢

ﬁ, z
mﬁﬁm

» EmARIRRE

EETEISENEREERENEEEE
HRAARER $—RKEMEELERS
R RRRE » AR REHEE R EEN

ZE o

Identify major

Confirm problems

Trace problematic products
EEMEER

Product recall

= quality problems + sppges
YREAERNE e
Customer Problem research

complaint, internal
and external

and confirmation by
the QC Department

TRTE B EE i

Conduct risk evaluations
EITRRET(G

Risk evaluations to be
conducted by relevant

inspection d : ; d
RESHNELTH feperiment o e
BREH - P8 5 RFER yRmRep 2
I E RS .
o FE AR RIS
TS
Problematic product The QC Department Notify the customers to recall problematic products; the
destruction plan supervises the quantity, Commerce Department, Customer Service Department,
preparation as organized by storage, incoming and Engineering Technology Service Department work
=== the QC Department + outgoing of products recalled + together to coordinate customer relations o
HR % B R AR 480 5 T B SR R RE HmEREERWERNEE BHEREWMEESR > BH - TR - TIEXMR
EmBAEE c3 O diy BE R R PR %

China Lesso's procedure for recalling defective products
EEERBERE
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= Ensuring Product Quality s REEREE
140
. . 122
Number of projects with improvements 120
in quality or process (Unit: Item) 104
100
BHENERRIZHUETERHE (841 18) a0
60 53
40
Number of patent applications on
product quality improvement (Unit: Item) 20
0
HRAESNEFEmENSE (81 IE) 2015 & 2016 &£ 2017 &

A

100 140

9%
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80
20 100
60 o

50
40 60
30 40

2
20

10
0 0

2015 & 2016 & 2017 &

Quality Improvement Projects for Economic Development (Unit: RMB 10,000)

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

BIFEPLOEMIMNEEREEESDIMENE (B R

122
104
53

2015 & 2016 & 2017 4

Number of QC Group Activities (Unit: Item)

EMUER BTN (81 Bn)

QC/MEEBREYE (811 1H)

INNOVATION DRIVES DEVELOPMENT

Innovation drives development, and science and technology lead the future.
Giving full play to the leading role of scientific and technological innovation, China
Lesso has driven the innovation of cutting-edge technologies and product R&D
with market demands, continued perfecting the system of science and technology
innovation, strived to improve innovative capabilities, attached importance to
the training of scientific research talents, built a powerful technology R&D team,
promoted the commercialization of scientific and technological achievements, set
up a special intellectual property team to prevent violation of intellectual property
rights and led the technical progress of the industry.

IMPROVING INNOVATION AND R&D ABILITIES

By continuously improving the scientific research management system and
platform, creating a sound atmosphere for scientific and technological innovation,
and enhancing the management of the scientific research system, R&D of key
projects, training of scientific research talent and other aspects, the Group has laid
a solid foundation for the improvement of innovation and R&D capabilities.
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HIGH STANDARDS OF
SERVICE TO ACHIEVE
ABETTERLIFE

LIFE WITH EXCELLENT
QUALITY

CREATE A RELAXING
SHmE WREREE

Improving the scientific
research system

STEERIMIER

BERY BMEFEE

WIN-WIN COOPERATION GREEN DEVELOPMENT

INCREASES THE VALUE OF CALLS FOR BUILDING ECO-
RESPONSIBILITIES FRIENDLY HOMES
BIEHE EHRETEE BERRE HELERE

Promoting key projects
HENERIER

CARING FOR EMPLOYEES
AND SHARING
DEVELOPMENTAL RESULTS
MEET HEZRMR

EMBRACES ABETTER
FUTURE

AHARMONIOUS SOCIETY
HEME BEHERFRR

Enhancing talent training
nsBAZ &

By continuously improving the scientific
research management system, the Group
has implemented integrated management
and R&D platforms such as National
Enterprise Technology Centre, Postdoctoral
Scientific Research Station, CNAS
Accredited Lab and Guangdong Plastic
Pipeline Engineering Technology R&D
Centre.

EETERMEEGE > SH—RtEE - B
BEIRDERERMTRC ETERB TR
CNAS BB EEE « EREBHEETRE
BAMTEAZERSE RO FRETE o

In 2017, the Group focused on the research
and development of projects such as
sponge cities, underground pipe galleries,
ventilation systems, floating platforms
and offshore aquaculture cages, increased
investments in automation, improved
the level of automated manufacturing,
and realized automated and intelligent
production.

2017 FEBESEHMAEMITERMT « HTER
BB - RARS K EFEREFEBEEME
ZIER ° MABEBCRELERANE * 127+
BHEMCRIEKT  BIREBMCEAEE -

The Group attaches great importance to
the fostering of scientific and technological
innovative talent, therefore provides
employees with technical training,
comprehensive quality training and other
training via Lesso College. The Group has
trained more interdisciplinary talents in
technologies and management, satisfied
the demands of globalized technicians, and
improved the incentive mechanism for talent
to ignite employees' passion for innovation.

EEEREURAM A I5E * BIBHEBESER
AETREAMNE SR RERIE 158
BERMMATERAEAT  mERIRERM
ABRFER * WANAAA SEIES] > B ET
BUFRERS -

28 projects have been undertaken including the National
Torch Plan Project, National Spark Plan Project, Science
and Technology Planning Project of Guangdong Province,
Special Project on Key Science and Technology of
Guangdong Province and municipal and district-level
science and technology projects
&&FI?W&’E%*' EE ~ EIRENEEIER ~ BERER
KEEIEE « BRAEARKEEATERRKRIERH
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28.

30 provincial, municipal
and district-level prizes
for progress in science
and technology have

been won.
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ENHANCING THE R&D OF EMERGING PRODUCTS

In response to the call of the State in respect to environmental protection, the
Group insisted on scientific and technological innovation oriented by market
demands, comprehensively promoted the R&D of new eco-friendly products,
improved performance in R&D, promotion and standard formulation regarding
such products as rainwater management systems for sponge cities, and greatly

improved the Group’ s scientific research level.

Sponge City
BRI

By adopting advanced foreign design concepts and production
processes, Lesso Rainwater Management System for Sponge Cities
improves product design and broadens its application based on
the status of domestic deployment. We have also conducted in-
depth research into the pre-treatment of rainwater and purification
applications and developed new products such as plastic
inspection chambers and PE pipes for greening and irrigation.

BB T RK EIEAMRENESNTEREES « RIFTE R
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™ Utility Tunnel
RS ERR

The Group has developed PVC-C cable conduits for underground utility
tunnel with an HDT capped at 93°C , which means it can adapt to high-
temperature environments. Being flexible, tough, and enduring, it
offers effective safety protection for the safe installation of wires and
cables within the piping system.

SRR TERA PVC-C BEEE ° AARE 93 MKERNNET
RE  AERSRIRE > BREGRLEYT - FHERMEL « RS
FHE D HERNEREENZEHH IR AL 2EER -




LIFE WITH EXCELLENT SERVICE TO ACHIEVE
QUALITY ABETTER LIFE
SHmE WREREE BERE B EFLETE

INCREASES THE VALUE OF CALLS FOR BUILDING ECO- EMBRACES ABETTER AND SHARING
RESPONSIBILITIES FRIENDLY HOMES DEVELOPMENTAL RESULTS
BIEHE ERETEE GERRE HELERE MEST HZHEMR

FUTURE

CREATE A RELAXING HIGH STANDARDS OF Wi
HEME BEHERFRR

WIN COOPERATION GREEN DEVELOPMENT A HARMONIOUS SOCIETY CARING FOR EMPLOYEES

Ventilation System

Y

The Group has not only developed a ventilation and purification
system for residential real estate, commercial buildings and
public buildings, but a specifically designed system with filtration,
purification, disinfection, sterilization, deodorization and
improvement in humidity and temperature, paving a new way for
ventilation applications for cultivation throughout China.

EENMERETRANRACETE - BEER - AHSMEREANTEA
BERG  EHEMREAFESEFE OHERE  FRR - MEBRRE
IRIGIVETEGFTT R R ° R PAHE BN EIE RS -

Floating Platform and Offshore Aquaculture

KEFEREFERE

The Group has established a cage cultivation research institute and introduced upgraded products in the fields of pontoon systems, HDPE
cages and floating platforms. For example, the pontoon system introduces safety guardrails that can be assembled and added where it is
needed and 490 Gen 2 HDPE water platforms to further satisfy market demands.

S BEFEETEMRIERN ° £ F B A4 ~ HDPE 487 K EFEEHFEERARER © FIINEL ZBRATEDEE « ML 2EHER ° 490 FEN
FEZR HDPEKEFZE  BE—P RMEMBRK
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DRIVING TECHNICAL PROGRESS OF THE INDUSTRY

The Group has always maintained the world's most advanced R&D capabilities
for continuous development and innovation, attached importance to the
timely commercialization of scientific and technological achievements, actively
participated in the establishment of standards, led the technical innovation and
development of the industry, and played a role in the promotion and demonstration
of the overall level of science and technology of the Chinese building materials and
home furnishings industry..

HETERMED

SRR UR D 2IKEIRER L8R ERRT
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The Group has participated in the draft
and revision of 44 national, industrial
and local standards, national collective
drawings and other standards

The Group has been awarded the Second
Prize for Scientific and Technological
Progress in Guangdong Province 2017
and the Third Prize for Scientific and
Technological Progress by China National

SEHBHBR - 17F - MHRERER
BEESRENHIET T/

Light Industry Council 2017.

R§ 2017 FEMRERBRATE ST

44,

including 23 national standards, 5 national
standard collective design drawings, 12
industrial standards, 2 local standards and
2 association standards.
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HAEZRRE  BEAXRERSESE

2 3 A total of 1,758 patents approved
| | throughout the year.

1TERE MBHRE  BERE SEREER4EE)

12.

1,758.
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1,800

1,600 1,539

1,400 1,391
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1,000
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267 165 202

2016 & 2017

Design Patents . Invention Patents . Utility Patents
SRR R BAMEER

Approved Patents  ZHEEF| (Unit: Item) (B84 : 18)

(M The Group tackled the difficulties in developing lead-free PVC pipes, leading
the industry in developing towards green and environmental protection.

EEW PVC EERINEHE © S| RTEMRBRRERE

N

On July 19, 2017, the Ministry of Housing and Urban-Rural Development’s Centre for the Development and Promotion of
Science and Technology convened a meeting to assess scientific and technological achievements of "lead-free PVC pipes,
pipe fittings and section bars" developed by China Lesso, and believed that this project had achieved mass production
and full range of various lead-free PVC pipes, pipe fittings and section bars had reached an internationally advanced level
and played a leading role in the sustainable and healthy development of the pipeline industry.

2017 7 B 19 B’ FRABMER B EREED LA FETEBEMEN MERnRRlE (PVC) EMEREEM]
BHRRMEE ° SBAZEEARRE - 2RIBIRTRE PVCEM - EFREMERNEME > EFIRERTEKT > B
BREETEANEREERARSIEFR -
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ENSURING PRODUCTION SAFETY

Through sincere implementation of national safe working requirements and relevant
laws and regulations, the Group has been engaging in the creation of a "safe enterprise",
adhered to its philosophy in "safety first, prevention is paramount, comprehensive
control and management", consolidated safety management, promoted the
establishment of a safe production system, conducted safety supervisions and
inspections, improved the level of production safety, and assured employee safety, to
lay a solid foundation for the building of a safety-based enterprise.

IMPROVING SAFETY MANAGEMENT

The Group has established a Safety Supervision Department and Safety Committee
to fulfil all safety responsibilities, improved a system for work safety management
and regulations on safety during operation, raised the standards of work safety
management, and gave full support to production safety.

Work Related Deaths in 2017
(Unit: Patient)

Occupational Disease Patients
2015 - 2017 (Unit: Patient)

2015-2017 FEHEZERE R A
(E8{iL : )

2017 FRTETAH
(B3 : )

A
250
200
166
150
100
69
50
0
2015 & 2016 £

Industrial Accidents throughout the Year (Unit: Time)

2ETHERHUE (B RN)

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

RELZEEE

EEREERMEERRZE TRERNE
R BBREE TTREXE AIRES
By 1425 — BhAT RaREl
Hit FEZEER HEZE2EERR
B ARZEEERDS > RAXEEE
K RIEETZE > #2BEAEZE2E
TEREFTREER -

i
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SRR LERPIRZES  RIEEER
2RI TEZREEEERANZER
IR ERIE > RAREEEETEKT &2
HWIREZZEE -

100.

New Employee Physical Examination

Rate 2015 - 2017 (Unit: %)

2015-2017 FEAREREIG=R
(B8{iL : %)
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TAKING ACTIONS TO ENSURE SAFETY

EENBEERZERE  IRHZEEHE
WEARETZE2EDL > EREGERZEE
EABKH R2EERS - Z2AEMK
BER REEERECETIERES
REFEWERREN - B BAKEE
MREET - FRREIAZE > TEE
BEBRESESN BREMZEFHREE
R ERK o

In enhancing safety supervision at every level, the Group assigned safety supervisors
in subsidiaries to handle all safety related duties, especially the identification of
hidden dangers and supervision of corrective actions with a focus on staffing for
safety management, safe production site, establishment of the organizational
structure for safety and promotion of standardized safe production etc. At the same
time, we have taken all kinds of measures to ensure the safety of our employees,
customers and constructors, continued strengthening our capacity to ensure safety,
effectively prevented safety accidents, and thus reduced the loss of life and property.

Conducted 826 production safety

Conducted lectures regularly on fire control,
organize emergency drills and strengthen
the capacity to handle emergencies.

Added automated equipment, reduced
hidden dangers and ensured employees
work safely.

TE AR RH B R e SR HH G FE =R AR
1R SRR SR B R RIRE EAE ST

EINBEERE * R

Assisted customers in product weighing
checks and minimized the occurrences
of products being overloaded.

Improved the management system for
outsourced workers, strengthened safety
training and assessment, and enhanced
their safety awareness.

HYpERETERB
HIERAEE o

EiRE > H EmiB TEIRASHIEEGE > MAREE

iz WRIMRABR2EH o
- 4~

A

gl ~

Fire Drill Site SHBS/E&RIRZ

inspections throughout the year.

2FERRZEEERSE

326.

Identified 6,023 hidden dangers.
HIERIERE

o, 023.

Rectification rate reached 95.10%

e

95.10.

93 lectures on fire control attended
by 5,326 employees throughout
the year.

EFERREHEE

Department Chief Supervisors conduct bi-annual BFBESFFET R
safety inspections, while Managers and Directors ZERE; KB TEE
are responsible for monthly safety inspections. BET—RLEERE °

93.

Shift Leaders conduct weekly inspections to find HERSBETZRRER
hidden safety hazards. B o
Employees patrol their posts and report any BISXHEIHNEME

TRE BRMEEKRR L
Ry o

problems found to the superior for prompt
rectification.

Organized 43 fire emergency drills.

BHEHFE SRR

BERE

Safety Supervision at Every Level Z“&EE

43.
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PROMOTING CORPORATE CULTURE THAT VALUES WORK

SAFETY

In enhancing the construction of safety culture, the Group has provided
production safety training with a focus on the creation of a "safe enterprise",
encouraged employees to develop safe working habits, improved employees'
safety awareness, devoted more effort to safety publications and education,
actively promoted a corporate culture that values work safety, and created a great

atmosphere for work safety.

Production Safety Training
ZEREEE

FEREXEt

EENRZEXICER Bk TTREE)
Bl BMEZZ2EEREN BHERET
ZETRBE BRABIRMENEEZ M
REZZEEHE BEEEZEXX’ &
ERENZE2FE -

Safety Culture Construction
ZE2XEER

While continuously enhancing employee safety training, the Group
has implemented a three-tier mechanism for training management:
the first tier refers to training in factories, especially the training
of new employees on safety knowledge; the second tier is the
publication and implementation of safety knowledge before and
after work towards employees within the workshop shift; and the
third tier emphasizes employee safety issues at the site of operation,
improvement in employees' safety awareness, and development of
safety concepts amongst employees. This three-tier mechanism lays
a solid foundation for safe production. In 2017, 10,357 participants
attended 405 production safety training courses.

EEFEMRETNZ2E > BIT=RISIEEES | —REMRE
A R E TRy 2 MBS ; 2 EMITAER 8 THATITES
EHREE ; ZREETEREMIRMFRZLEMENH  fABTIXE
B BABIZRER AXELERTREER - 2017 F ° H#H
REZEEEEEI 40515 > BHEAS 10,357 AR -

In order to embed safety culture into everyday routine, the Group
fostered a safety culture by hanging banners and organizing quiz
competitions in lieu of training to test every employee's knowledge
about safety laws and regulations and other activities, and instilled
employees with the mindset that "l will and | need to work safely".
At the same time, the Group has actively built bases for safe
enterprise, provided employees and social members with safety
skill training by building a safe production experience center, fire
safety experience center etc., and worked with all sectors of society
to create a great atmosphere for safety culture.

EEEEZ2X(CEnER » EEZa2EFE B EEEE
PMEELEFRERNAUBREREEHE > RE HE22 R
222 WBBESABALC - FE > SEBEGRIZTREZEREM > 8
BERRETERRR HNREEREZFES > HETNHEARR
HE2REE A EERABEERFNZE2ERE -

Production Safety Training %24 EHgZ3l
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J

Cm A fire safety experience center is established to promote safety culture
TEHMRERREEE  BRZEXIE

Jointly established by Public Security and Fire Control Institution of Longjiang Town, Shunde District, Foshan and China
Lesso, the Longjiang Fire Safety Experience Center is a comprehensive experience-oriented educational base imparting
basic fire safety knowledge and enabling the public to learn various safety skills and knowledge through the interactive
experience of receiving reality stimulation training that encompasses "four capabilities" of fire safety as the core. In 2017,
the Fire Safety Experience Centre has received 9,929 visitors in total.

EELHhZ2RRERERAFUTIEEEIRIEAZENB TR EEEN—EE k22N H  JliRe 2t
BRUGSHEEN  RETELNHEBZE2MNH ° LUEHZ2 EREN) REBSERIIGAZL BHEARER
EHXBRI2ESEREMH - L2REE < 2017 &£’ JHIHZ2RBR2VEHER 9,929 AN EHRER -

The Fire Safety Awareness Month is held
BITHNRZEEBRAES

:

On November 9, 2017, the "119" Fire Safety Month of Longjiang Town, Shunde District, Foshan was held in LESSO. China
Lesso invited student representatives from Longjiang Lihai High School to take part in a safety knowledge interactive game
and fire-fighting skills competition and visit the fire-warning and fire-fighting exhibition facilities, fire safety experience
center and high-altitude rescue drills. In cooperation with various fire control and safety educational activities held by the
local government, we have enhanced the public's fire safety awareness and ability to handle emergencies.

201711 B9 B BUTIREEREIHE 1191 BHMZEEERESHEMESRT > DEMBERFR IESTENELE
RERSRLENREHES  2ENEHNARRE  HNZEEREURSEENER  BRL S EMBTEMNE
BHPER - Z2HEED  BRAMSEATREVENZ 2R REEHEHED -
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Upholding the tenet of "customer satisfaction first", the Group has improved one-stop
service processes, attached importance to the protection of customers' legitimate rights
and interests, and created a truly comfortable and high-quality home life for residents.

ERGREFA TUERREARE] NRFER  FETE—WUARBME > TEHEERR
GiiEm’ EERRERETE amENREEE -

97.93% 21 Valid Service 0 Complaints due to the
Customer Complaints Disclosure of Private
Satisfaction Received Customer Information
ERREE R IR A I FREE P RETAIRER T

97.93.  21. O
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PROVISION OF A ONE-STOP SERVICE

The Group integrates multiple resources from the pan-home industry, broadens a
channel offering diversified services and combines online products with experience
and services from physical malls. Thereby devotedly provides more family users all
over the world with quality products and one-stop considerate services.

PROCEDURES FOR FULL SERVICE

In continuously improving its service procedures, the Group has built a team
offering professional services, promptly responded to customer demands,
controlled every procedure, ensured the quality of products and services, and
strived to offer customers a quality service experience.

Pre-Sale Services
SRR

B ~ IRATENEFIRE  RIZE2RIZRT -

Sales Services
& PR

We promptly answer customer's questions on
usage and installation, offer corrections to system
design errors, and assign engineers to offer
complete guidance at construction sites and help
install municipal products.

REREZRRRGER - 2RI
EHE HRARARLOERET
5 BT HERSFELERE
B TIRE5 Ik T2 2458 o

We provide customers with comprehensive services including
product performance inquiries, stock, orders, lead time, delivery
time, notification for goods collection, and bidding, etc.

BEPRERMEEEREAELN  BERF BB 7]

B RE

We have established a mechanism for filing
engineering projects, call or visit customers in
person on a weekly basis to obtain feedback, satisfy
customer demands for products, promptly solve
problem in installation and pipe-usage and respond
to customers' requirements rapidly and accurately.

BIUTREAEGRERKT > 58
TSN ERETEER LR
REMAERERTER BERE
ERBIERFENME  REERE
BREERER-

e —iuhTCARTS

EFEAZRETENSZHER RS
TRFBRE  BELEMBTRNETERE
AR MRFRES  UELERRE
KEZREEAETEREER  RH—
IETCRE AR

BT RIZ

EEAETEREMZ  TEEERBE
B REREERERER BELH RE
ERNRBEHE  BHRZTRREMHELN

After-Sale Services
EBIRHE
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CHANNEL OFFERING DIVERSIFIED SERVICES

In speeding the upgrade of the industry, the Group has linked the upstream and
downstream of production and marketing with the brand of LESSO, integrated
purchase, supply and sales, continued improving the networks and traditional
channels for primary dealers, and expanded channels offering diversified services
including online "product choice + service" and offline "product experience + one-
stop service". The Group has more than 22 production bases for pipes and building
materials throughout the country, expanded its sales network throughout the
whole country, work with 2,155 quality primary dealers and over 10,000 secondary
dealers, and extended its dealership channels to villages and towns, so as to

provide more consumers with convenient and quality service.

LESSO HOME
FHIREKZ K

ZiRFRE

EMMNREZEFAR > B RS A A
BLETRENTE  E£X - H R —58
HETES AR HEREHRRERERE
%@ﬁtféaﬁ%+W¥JﬁﬁTfé
mBsEs + —A RS ML TR RE
EEE ELMEWT%I%Eﬁﬂzzﬁi
EEHM HEMKHREE2E %5 2,155
REE—REHBN EBR _RE&HE
TIRREIME—4R > UEAELHEER
HERE - BEMIRTS o

el

LESSO HOME - CHINA HEADQUARTERS

FARIRKZ 5 - PEIEEE

In response to the "Belt and Road Initiative", we have initiated a
new business "LESSO HOME", taken the lead in introducing a new
mode of retail, a "one-stop exhibition hall and professional home
furnishings mall", to overseas markets as a transnational platform
for Chinese home furnishing and building material manufacturers
to display products and promote distribution and retail, and offered
supportive services such as marketing and brand promotion.

AMEER (—F—8) 8% KABEMER IEHRKZR)
Sl T—uEEREREER WEEEXBEETBINTS > AHE
KEREMEESEUBETE  UBTRHER  BEESHERTE
W TIH R S E SR ERT o

LESSO HOME - CHINA HEADQUARTERS is an expo and trade center
for home furnishings, facilitating both wholesale and retail. It partly
serves as a large comprehensive mall featuring various home
furnishings and building materials that cater to a healthy home,
smart life, conference and exhibition, entertainment and leisure
and other special features, providing customers with a one-stop
shopping experience.

AHRKZ R PEERESEUMTEENERCRERREEERE
ONEX—EXES TR MERERE B24E - S3RE - B%
REEHSHEEBNARZHERMIEE MALL > ZHEERM—IS
AREREMBEYRFREE -

) cis =6 |

On October 1, 2017, LESSO HOME - HOME FURNISHINGS
AND BUILDING MATERIAL LIFESTYLE MALL officially opened
for business in Foshan. As the Group’s leading global
project, LESSO HOME’ s LIFE MALL OF HOME FURNISHINGS
AND BUILDING MATERIALS covers a total floor area of
over 300,000 square meters and serves as a global one-
stop platform integrating purchase, exhibition and sales.
With various home furnishings such as building materials,
furniture, lightings, curtains, hardware, smart appliances
and nursing products for the aged people, we are committed
to offering consumers quality, high-end, modern and
internationalized home service experience.

EJKE’J%?ELME% Mall > #8222 EAE 30 ZBTHK
wmEHE

2017 10 B 1 B> EHIRKZ R « KERMAEE MALL EHBLLIERFX - (FAEEE THRHIRKZ REKREBITE
BURAERKERBRIETE > HERLEM « RA - B
BB BENESZZREATE > ROHHEETRES -

LESSO HOME - HOME FURNISHINGS AND BUILDING MATERIAL LIFESTYLE MALL
offers brand new experience of home service

BAHRKZ R « KEEMETE MALL ITE R B RS HIRER

e
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SAFEGUARDING CUSTOMER RIGHTS
AND INTERESTS

Taking customer satisfaction as its goal, the Group has carried out surveys to
get a comprehensive understanding of customer comments on products and
services, continued improving complaint channels and disposal mechanisms,
treated customers' opinions appropriately, implemented prompt improvements
and feedback, gave full support to customers' legitimate rights and interests, and
ultimately won the trust of customers.

RESPONDING TO CUSTOMER DEMANDS

The Group has established a strict procedure to handle customer complaints,
treated and handled customers' complaints and suggestions seriously and
appropriately, solved problems reported by customers rapidly through multiple
channels to the customer’s satisfaction, and provided customers with a truly
reliable service.

The customer service
center will follow complaints
through the whole handling
procedure.

FRERBHORIZRER PR

Summarize Report customer

each departments opinions to
comments and relevant departments
feedback to promptly for
customers until they consultation and
are satisfied. follow-up.

RABHMER > RET
B BEEERWEMALE

KBRS FIREE P
ER - HmiRiE

Complaint Handling Procedure % F &R FZ

MEEER P Em

EEUERREABRR HERRER W
BERL tEHERERHEMERTH
HE A ERFREMEERS > 2
EREEAER S RENETRE 27
REEZRRGEER * RISEFHEHE -

&% R ERK
EERERENESRREITRE B
FRREEEEFRFER  BASERE
PRESRAE S RENNE  BREA A
1k HIEAR R RESERIRES o

21 Valid Service
Complaints Received

RERN IRFSH A WRER

21.

100% Compliant
Response Rate

FRgHROER

100.
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PROTECTING CUSTOMERS' PRIVACY

Paying great importance to customer privacy, the Group continues perfecting
the mechanism for this end, enhancing prevention of customer privacy leaks,
standardizing ERP system integrated procedures, and ensured the safety of all data
types. In 2017, no disclosure of customer information and related complaints have
been found.

WINING CUSTOMER SATISFACTION

The Group conducts customer satisfaction surveys regularly, including telephone
interviews with customers monthly, assessing the satisfaction with customer
service staff on a quarterly basis and summarizing the feedback in an analysis
report to understand the quality of every product and service, and make
improvements accordingly.

A
100
97
96.32
95
90
2015 & 2016 4

Customer Satisfaction (Unit: %)
FRMEE (BfL: %)

U

Cm Provision of after-sales services to Dhaka, Bengal
Az INTERIR SRR

R AR

EESEERTPNBENLRZE ) TS
ZRRIAREMRS] > MRPIEE FEMLR
Bk > RE ERP RIK—FRERIZ  (RIE
BIEHEEE < 2017 FREERFREMNR
BEM hRRERRRS

mISERWE

EERFHRTPMEERET  BAHT
RETERFRDN BEEETERAEN
MEBED > BRTZHANRES > UEE
BRREEM  REBENVEE > At
PE RS o

97.93

2017

In February, 2017, China Lesso assigned engineers to Dhaka, Bengal to offer one-week after-sales service for the
installation of PE water supply pipes supplied by the Group to DWASA. In spite of the site’s harsh environment, our
engineers welded the pipes multiple times and constantly recorded the welding conditions of the products, showing
their professionalism in every procedure. The after-sales service offered by our engineers on this occasion not only meets
customer’s short-term demands, but effectively helps customers solve construction obstacles, exhibiting China Lesso's
high standards of service and winning customer approval, which is advantageous for the promotion of the Lesso band in
overseas markets.

2017 %2 B ° HEBEHEFIKE T2EMESDINAERT ° sEBMEEGEFRKSER (DWASA) PE 4KEMRIETE
TRAR—ENNERRT - TREMER DMNESHIRE ° SRIBFEFIRFE  IRZTHRERNIERER  8—@iEF
MBTHERKF - EREBRBAMETEFENEERZLATR > ESSUEDT AR T ETHRE ° R8I H P EHE
SKTPRRE ° RISEPRIENE ° AR R EINTHEREN -
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Facing the new development trend of multi-industrial collaboration, ecosphere
construction and globalized competition, the Group upholds the concepts of mutual
benefit and win-win cooperation, urges the supply chain to actively improve its
capabilities, establishes a platform for cooperation and communication, achieves
broader win-win cooperation with partners, and boosts mutual growth and prosperity
between the upstream.and downstream of the industrial chain.

HHERES  ERERE  EXMERFLERTES > EETEEFNHFNSRES ° 1B
HEEHERIEA RS  BEEZSLSFXATE AR HERERZNER ° Bk
BEXE RN R - HEZE o

0 economic, social and
environmental penalties received

30% Local by suppliers throughout the Year
4,275 suppliers Sourcing Rate SERFEERICE 11F  RIF
HEEHE AHAEERFER FHEESIHE

o1V

4,275
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CREATINGASOCIALLY RESPONSIBLE  #TiES{H{HtrEHE
SUPPLY CHAIN

In guaranteeing suppliers’ basic rights and interests, the Group has improved EEBRRERERELAER  FETS

supply chain management, encouraged suppliers to perform their social HIEEEIE > ShEHHErRTHEE
responsibilities, assisted dealers improve competitiveness, and strived for a bright, 11 ERREEREABREEN > RRITER
transparent and socially responsible supply chain. 7t~ BIANSEEHERE o
ENHANCING SUPPLIER MANAGEMENT hnsaftrEr &I

Adhering to Sunshine Purchase, the Group has improved the Approach to Supplier EFERFEARE > == (HEFEIENR
Management, comprehensively standardized the management of every procedure E) O EERSRRESIRGEE > UQ
for bidding and tendering, protected suppliers' legitimate rights and interests as B~ A s RIEAMEEHERNG AR
well as the Group's business reputation in an open, fair and impartial manner. mAMEENEEEE -

- o

South China Central China North China
Ete) ZErh Bl

2,139 423 372

Supplier & Supplier & Supplier &

East China Northwest China
EH [icpln
Supplier & Supplier X

Southwest China Northeast China ongrons e,
aiwan and Other Countries
L I BRER B
Supplier 2 Supplier =X Supplier &

Number of Suppliers by Region (Unit: Supplier)
e DNHERHE (B R)
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2015 & 2016 & 2017 &

Number of Suppliers (Unit: Supplier)
MIEEHE (B R)

Review the suppliers' environmental
protection performance and
implement responsible procurement

ZRMEHERFRESENEERR
EEEERE

Promptly notify and suspend
noncompliance suppliers whilst
pending rectification

B ERIHAER BRI RE 5
HE

Standard

1RE

Follow internal supplier management

regulations of the Group

BEER B EEGE

IMPROVING THE SUPPLY CHAIN'S COMPETITIVENESS

Taking win-win cooperation as the starting point, the Group has maintained a long-
term cooperation with highly-rated and reputable dealers, actively assisted dealers
improve their competitiveness, enhanced communication, conducted all kinds of
training, achieved mutual growth and development in conjunction with dealers,
and worked collaboratively to promote improved competitiveness in socially

responsible supply chains.

Evaluation

P

Cooperation

afE

Review

R

Improvement
P

Maintain long-term partnerships with
highly rated suppliers

Evaluate by supplier performance
evaluation form

BB M AEN T RETE HIHERSNEERRFRAEEN
ATERIA

Supplier Management Flowchart
HEmEIERE

REFAHHIESERE

ERUASEERALER > B0 8S
EERFNEHBRFRARESFRF
RIS > RIEE B E R A G TS
IsRBIERR  MERSEE > BREL
HEHERRERE  HEKBMHUEREES
EHF IR o
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WORKING TOGETHERFORWIN-WIN  #EFHEZERE
COOPERATION AND DEVELOPMENT

Attaching importance to the favorable interaction between the "circle of friends", £EEWR THRE] BHENRUEES > &
the Group actively sought in-depth and crossover cooperation with stakeholders, MEREAFZHBL FE - BREE B

provided momentum for the Group's transformation, upgraded and developed BIEAEH BRNDE > AEEENHE
through complementary advantages and resource sharing, and achieved mutually BEIFIAELE T BN HZEAAERE
beneficial cooperation with stakeholders. B o

In response to the "Belt and Road Initiative", the Group has created
a globalized channel, integrated multiple resources from the pan-
household industry, connected the channels of online and offline
markets, and established an open, multi-dimensional and solid
cooperation for economy and trade by virtue of LESSO HOME.
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Cm The first LESSO HOME project initiated in Australia
ERAFCREI2KEE MAHIRIK) BE

On June 8, 2017, the LESSO HOME project initiated by China Lesso was introduced to Australia, the Greenacre Mall, a large

display room of home furnishings and building materials was established in Sydney, providing Australian builders and

decoration companies with all manner of quality and inexpensive Chinese commodities through more than 60 resident
manufacturers. This project contributes to the trade relationship between Australia and China.
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LESSO HOME is setting up malls and servic e networks in the U.S., Canada, Australia, the UAE, Thailand, India, Indonesia and other

countries.
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In cooperation with the upstream and downstream enterprises of

the industrial chain and other enterprises from different sectors, the ' I l l
Group has consolidated the development of the traditional industry
and advanced the emerging "Internet+" industry, creating a mutually t J_

beneficial industrial ecosphere.
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Cm Strategic cooperation with Chinese Academy of Sciences
and Shanghai Math Earth loT Technology Co., Ltd.
BrhEIpR « _EiEFRS Y AR REIE S

On August 24, 2017, China Lesso entered into
a strategic cooperation agreement with the
Chinese Academy of Sciences and Shanghai
Math Earth loT Technology Co., Ltd. to offer
products and supporting services for the layout
of intelligent pipe networks, further improve
the operational efficiency of the whole project
with advanced concepts and professional
products and services, reduce the operating
costs, and create bigger commercial and social
value for all parties involved.
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Cooperative enterprises at present include Guangzhou Hengda Material Equipment Co., Ltd., Poly Real Estate, R&F Properties, China
Railway Construction and Kaisa Group, etc.
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4 Having in-depth cooperation with scientific research institutes,
’ ‘ colleges and universities in tackling scientific and technological
difficulties and training sci