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FIVE-YEAR FINANCIAL SUMMARY

Juootd

For the year ended 31 December

00120310000

2015 2014 2013 2012 2011
Ry, B'000 RMB'000 RMB'000 RMB'000 RMB'000
RuSULTS ao goooa ooooo ogoooa goooa goooa
RV NUL oo 15,264,401 14,822,772 13,070,547 10,891,363 10,143,296
GROSS PROFIT 0o 3,937,571 3,800,734 3,265,568 2,649,308 2,452,022
'yX P NS S* oo# (1,906,605) (1,837,384) (1,502,919) (1,136,887) (932,845)
FINANC. COSTS oooo (87.323) (233,071) (151,003) (146,231) (110,536)
PROFIT BLFORe TAX oooono 2,064,671 1,846,793 1,767,511 1,482,279 1,556,933
Income ta e pense ooooad (446,221) (306,435) (329,895) (251,008) (296,237)
PROFIT FOR TH YLAR oooo 1,678,450 1,540,358 1,437,616 1,231,271 1,260,696
Profit attributable to: oo0ooooo
Ov-ners of the Compan gooooo 1,621,117 1,654,024 1,449,261 1,238,322 1,260,758
Non-controlling interests ooooo (2.667)

40 IQBTRT1E 1 TR Tc O Ty 92519 495.6241 Tm) T|BTHL
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CHAIRMAN'S STATEMENT
Dogod

In 2015, China recorded a pronounced deceleration in grov-th vith
the annual pace hitting the lov-est level in a quarter of centur .
The veakening economic momentum v eighed on different valks
of life. Nevertheless, China continued to forge ahead v ith major
infrastructure projects and policies to spur the econom , v-hich vill
sustain the demand for plastic pipe and pipe fittings. Such projects
include construction of major v-ater conservation projects to ensure
safe v-ater supplies, the e ecution of  Action Plan for Water
Pollution Prevention and Controlfto reduce pollution, the building
and refurbishment of the urban underground pipeline netyvork,
including the improvement of rain absorption s stems through
the idea of ,Sponge Cit M As an authoritative leader in large-
scale industrial group specialising in building materials and interior
decoration products, China Lesso proactivel capitalised on the
favorable government policies and stead demand for infrastructure
and piping during the ear. Thus, China Lesso y-as able to fulfill the
business e pectations of management b continuing to leverage its
market leadership, brand influence, and e pertise in the field.

During the ear under reviev-, the Group's business made stead

progress in their development, market e pansion and in terms of
ke performance indicators despite the economic dov-nturn and
v-eak propert market felt b China in 2015. The Groups revenue
rose b 3.0% to RMB15,264 million in 2015 from RMB14,823
million in 2014. The gross profit increased b 3.6% to RMB3,938
million. Profit attributable to ov-ners of the Compan grevb 4.3%
to RMB1,621 million. The Board proposed a final dividend of HK13
cents per share for the ear ended in 31 December 2015.

During the ear, the Group continued to activel e pand its
business presence both in Southern China, the Group’s dominating
market, and in other regions v-ithin the countr in order to drive
overall sale. With the launched production base in the Hainan
province, the Group v-as able to further enhance market penetration
and consolidate market leadership in Southern China. The Group
has also been pressing ahead vith its plan to full automate
the production bases, vith an aim to improve overall operating
efficienc . Meanv-hile, due to a stead influ of demand for
industrial materials, the Group e panded the usage of plastic pipes
to offshore cages for aquaculture. The initial market response after
trial use v-as overv-helming.
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CHAIRMAN'’S STATEMENT (Continued)
O000OOooo

In addition, the Group continued to develop the business of Lesso
Mall, a diversified and dedicated e-commerce platform featuring
an online and offline business model. The Group believes v ith
the continuing importance placed on information technolog and
high-tech support s stems, coupled v ith increasing demands
of distributors and customers, Lesso Mall vill prove to be a
competitive business. Therefore, the Group plans on continuing its
development tov-ards this nev- business in an orderl fashion.

In the face of a persistentl v eakened econom in 2015, the Group
v-as able to rise above undershot market e pectations to achieve
grov'th. The Compan ‘s grov'th vas realised b leveraging on
its advantages such as brand heritage and e tensive distribution
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'yXe CUTIV. DIRLCTORS

Mr. Wong Luen Hei, aged 53, is the founder of the Group, the
chairman of the Compan and v-as appointed as an e ecutive
director of the Compan on 5 November 2009. He is also a director
of various companies in the Group. He is primaril responsible for
the Group’s overall strategic planning and business management.
Mr. Wong has appro imatel 19 ears of e perience in plastic
pipe operations and management. He served as the chairman in
Shunde Liansu Industrial from December 1996 to April 1999 and
vas av-arded ,Outstanding Private Entrepreneur of ShundeMb

Shunde People’s Government of Foshan in 2003. Mr. Wong has
been a member of Shunde District, Foshan Cit Committee of the
Chinese People’s Political Consultative Conference since 2003 and
a vice president of Foshan Shunde Longjiang General Chamber
of Commerce since 2006. Mr. Wong is the spouse of Ms. Zuo
Xiaoping and the brother-in-lav- of Mr. Zuo Manlun. Mr. Wong is the
founder of a trust v"hich holds the entire issued share capital of Xi Xi
Development Limited and Nev- Fortune, the controlling shareholder
of the Compan .

Mr. Zuo Manlun, aged 43, is the chief e ecutive of the Group and
v-as appointed as an e ecutive director of the Compan on 27
Februar 2010. He is also a director/general manager/supervisor
of various companies in the Group. He is primaril responsible for
the management of the dail business operations of the Group. Mr.
Zuo has appro imatel 16 ears of e perience in the plastic pipe
industr . Mr. Zuo joined the Group in December 1999 and has held
various positions in operation management since joining the Group.
Mr. Zuo v-on several av-ards including ,Outstanding Worker of the
Plastic Industr in the PRCMb China Plastics Processing Industr
Association in 2009. Mr. Zuo is the brother-in-lav- of Mr. Wong Luen
Hei and the ounger brother of Ms. Zuo Xiaoping.

Ms. Zuo Xiaoping, aged 49, is a vice president of the Group and v-as
appointed as an e ecutive director of the Compan on 27 Februar
2010. She is also a director/supervisor of various companies in the
Group. She is primaril responsible for procurement control and
logistics management of the Group. Ms. Zuo has appro imatel 19

ears of e perience in the plastic pipe industr . Ms. Zuo served as a
director of Shunde Liansu Industrial from December 1996. In 1999,
upon establishing the Group together vith Mr. Wong Luen Hei, she
held various positions in procurement. Ms. Zuo is the spouse of Mr.
Wong Luen Hei and the elder sister of Mr. Zuo Manlun.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)
DO00b000bddbOooo

'yXe CUTIVL DIRLCTORS (Continued)

Dr. Lin Shaoquan, aged 40, is a vice president of the Group and v-as
appointed as an e ecutive director of the Compan on 27 Februar
2010. He is also a director of various companies in the Group.
Dr. Lin is primaril responsible for the research and development
and overseas sales of the Group. Dr. Lin has appro imatel 13

ears of e perience in the plastic pipe industr . Dr. Lin joined the
Group in Jul 2002 and has held various positions in research and
development and overseas sales since joining the Group. Over the

ears, Dr. Lin has v-on various av-ards including ,National Ma First
Labor Medalf®b All China Federation of Trade Unions in 2006. Dr.
Lin received a doctorate degree in pol mer chemical and ph sics
from Sun Yat-sen Universit in June 2002.

Mr. Huang Guirong, aged 40, is a vice president of the Group and
v-as appointed as an e ecutive director of the Compan on 27
Februar 2010. He is also a director/general manager/supervisor of
various companies in the Group. Mr. Huang is primaril responsible
for the overall management of the factories and production facilities
of the Group and has appro imatel 19 ears of e perience in the
plastic pipe industr . Mr. Huang joined the Group in December 1999
and has held various positions in production management since
joining the Group. Prior to joining the Group, Mr. Huang served as
a deput factor manager at Foshan Cit Dongjian Plastic Materials
Factor from 1996 until 1999 and served as a deput manager of
the plastic production department of Shunde Liansu Industrial from
June 1999 to November 1999. Mr. Huang completed a programme
of marketing from Hubei Universit of Technolog from September
2001 to Jul 2005.

Mr. Luo Jianfeng, aged 44, v-as appointed as an e ecutive director
of the Compan on 2 April 2010. He is also a director/supervisor
of various companies in the Group. Mr. Luo has appro imatel
21 ears of e perience in accounting and vorked at Shunde Cit
Accounting Firm from Jul 1993 to March 1996, Guangdong

08 China Lesso Group Holdings Limited 00 0000000000



BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)
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NON-¢Xe CUTIV. DIRLCTOR

Mr. Lin Dev-ei, aged 55, vas appointed as a non-e ecutive director
of the Compan on 27 Februar 2010. Mr. Lin has appro imatel
21 ears of e perience in the legal field and vorked as a part-
time lav- er at various PRC lav firms betveen 1995 and 2001.
Since 2001, Mr. Lin had been practising as a lav- er at Guangdong
Evervin Lav Office and became a partner at the firm in 2004. Mr.
Lin v-as an arbitrator of the Guang hou Cit Arbitration Commission
in 2003.

IND'P_ND'=NT NON-X'e CUTIV DIR.CTORS

Dr. Tao Zhigang, aged 50, v-as appointed as an independent non-
e ecutive director of the Compan on 1 September 2015. Dr. Tao
is Professor of Economics and Strateg in the Facult of Business
and Economics and the director of the Institute for China and Global
Development, the Universit of Hong Kong. Prior to joining the
Universit of Hong Kong in 1998, he taught at Hong Kong Universit

of Science and Technolog from 1992 to 1998. Dr. Tao received
his B.Sc. in management science from Fudan Universit in 1986,
and PhD in economics from Princeton Universit in 1992. Dr. Tao
is currentl an independent non-e ecutive director of Huadian
Fu in Energ Corporation Limited (stock code: 816), vhich is
listed on The Stock E change. Dr. Tao is senior fellov at Tsinghua
Universit ‘s National Centre of Economic Research, senior fellov at
Tsinghua Universit 's Center for China in the World Econom , and
special-term professor at Fudan Universit School of Management.
He is also co-director of the Asia Competitiveness Program of Hong
Kong Institute of Economics and Business Strateg .

Mr. Fung Pui Cheung, aged 67, v-as appointed as an independent
non-e ecutive director of the Compan on 27 Februar 2010.
Mr. Fung is currentl practising as a sole proprietor in the name
of P C Fung & Compan , a certified public accountants firm. Mr.
Fung is a Certified Public Accountant, a fellor- member of the Hong
Kong Institute of Certified Public Accountants and a member of
The Institute of Chartered Accountants in England and Wales. Mr.
Fung obtained a master degree in arts from Antioch Universit ,
US in March 1987. Mr. Fung is currentl an independent non-
e ecutive director and a member of the audit committee of Vantage
International (Holdings) Limited (stock code: 15), vhich is listed
on the Stock E change. He is a member of the Hong Kong Inland
Revenue Department’'s Users’ Committee.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT (Continued)

ooobdddblUooo

StNIOR 4y ANAGLW ' NT

Mr. Liu Guanggen, aged 34, is a chief financial officer of the Group
and is responsible for the Group’s overall financial and accounting
affairs. Mr. Liu joined the Group in November 2008. Prior to this,
he v-orked as a finance manager in The Industrial and Commercial
Bank of China, Shunde Branch from 2004 to 2006, and v-as a sub-
branch manager of The Industrial and Commercial Bank of China,
Foshan Shunde Haiginv-an Sub-Branch from 2007 to 2008. Mr. Liu
completed a diploma in finance from Southv-estern Universit of
Finance and Economics in September 2005, a program in lav's at
Guangdong Universit of Business Studies from March 2007 to
Januar 2010. As vell as obtaining a master degree in engineering
from Chongging Universit upon the completion of courses for
the master degree in softv-are engineering (specialised in financial

Annual Report 2015 0 O
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CORPORATE GOVERNANCE REPORT
Juootgd

CORPORAT. GOVL.RNANC. PRACTICLS

China Lesso is alvya s committed to maintaining high standards
of corporate governance practices and business ethics of the
Group. The Board believes in good corporate governance practices
and business ethics vhich are essential for achieving sustainable
development, establishing investors’ confidence in the Compan

and safeguarding and enhancing the interests of the Shareholders.

In pursuit of good and high standard of corporate governance
practices, the Board reviev-s the corporate governance practices
of the Compan from time to time so as to meet the e pectations
of the Shareholders for continual improvement, compl v ith
increasingl stringent regulator requirements and fulfill its
commitment of pursuing e cellent corporate governance. In
the opinion of the directors, the Compan complied vith all the
applicable code provisions of the Code during the ear, e cept
that one of the independent non-e ecutive directors v-as unable
to attend the annual general meeting (,AGMM® of the Compan
held on 15 Ma 2015 (as provided for the Code A.6.7) due to other
business engagements.

ODcL CODw FOR ScCURITI.S TRANSACTIONS BY
IR.CTORS

The Compan has adopted the Model Code as the code governing
securities transactions b directors of the Compan . Having made
specific enquir to the directors, all of them confirmed that the

have complied v ith the required standard as set out in the Model
Code throughout the ear. The Model Code is also applicable to
other specific senior management officers of the Compan . The
directors and chief e ecutive’s interests and short positions in the
shares, underl ing shares and debentures of the Compan and its
associated corporations are disclosed in the Directors’ Report on
page 53.

BOARD

THe COJ, POSITION OF TH. BOARD

The Board currentl comprises 15 directors, including 9 e ecutive
directors, 1 non-e ecutive director and 5 independent non-
e ecutive directors. Up to the date of this report, Mr. Gao Li in has
resigned as an independent non-e ecutive director and a member
of the nomination committee of the Compan ; and Ms. Lan Fang
has been appointed as an independent non-e ecutive director and
a member of the nomination committee of the Compan , all vith
effect from 1 Januar 2015.

Dr. Tao Zhigang has been appointed as an independent non-
e ecutive director of the Compan ; Mr. Cheung Man Yu has
been appointed as a member of the remuneration committee
of the Compan ; and Dr. Bai Chongen has resigned as the
independent non-e ecutive director, member of the nomination and
remuneration committees of the Compan , all vith effect from 1
September 2015.

1 2 China Lesso Group Holdings Limited 00 0000000000
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CORPORATE GOVERNANCE REPORT (Continued)
AOOOOfooo

BOARD (Continued)

THe COJy POSITION OF THe BOARD (Continued)

Pursuant to the articles of association of the Compan (the
L Articlesi, an director appointed to fill a casual vacanc or as
an addition to the e isting directors shall hold office onl until the
ne t AGM of the Compan and shall then be eligible for re-election
at that meeting. In addition, at ever AGM of the Compan , not
less than one-third of the directors for the time being shall retire
from office b rotation provided that ever director shall be subject
to retirement b rotation at least once ever three ears. Apart
from retirement b rotation pursuant to the Articles, each non-
e ecutive director has a term of vithin three ears. Therefore, no
director vill remain in office for a term of more than three ears.
If there e ists an relationship among the members of the Board,
including financial, business, famil or other material/relevant
relationship, the disclosure has been published in the sections
headed ,Biographical Details of Directors and Senior Managementii
and ,Directors and Chief E ecutive’s Interests and Short Positions
in Shares, Underl ing Shares and Debenturesiof the Directors’
Report.

CHAIRy AN AND CHILF 'tfXe CUTIVL

To segregate the management of the Board from the dail
management and business operations of the Group effectivel , the
post of chairman and the chief e ecutive are held b Mr. Wong
Luen Hei and Mr. Zuo Manlun, respectivel . One of the important
duties of the chairman is to lead the Board to ensure the Board
alva s acts in the best interests of the Group. The chairman shall
ensure the effective operation of the Board and full perform his/
her duties and ensure all important issues are discussed at Board
meetings in a timel manner. All directors vill be consulted for an
proposed items in the agenda. The chairman has delegated the
drafting of the agenda of each Board meeting to the chief e ecutive
and the compan secretar . With the assistance of the chief
e ecutive and the compan secretar , the chairman aims to ensure
all directors are adequatel briefed on an issues being put forv-ard
at a Board meeting and receive sufficient and reliable information in
a timel manner.

NON-¢Xe CUTIVe DIRLCTORS

The non-e ecutive directors provide various e pertise and
e periences, and maintain balance of interest to safeguard the
interests of the Group and the Shareholders. The participate in
Board meetings and committee meetings and make independent
judgements on issues related to the Group's strategies,
performance, interest conflicts and management process so as to
ensure the interests of all Shareholders are properl considered.
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CORPORATE GOVERNANCE REPORT (Continued)
AOOOOfooo

BOARD (Continued)

INDLP.ND=NT NON-Xe CUTIV. DIR.CTORS

The Compan has received annual confirmations made b each of
the independent non-e ecutive directors under Rule 3.13 of the
Listing Rules regarding their independence. The Compan regarded
all independent non-e ecutive directors as independent parties in
accordance vith the terms of the independence guidelines set out
in Rule 3.13 of the Listing Rules.

DUTIL.S OF TH. BOARD

The Board shoulders the responsibilit of providing effective,
responsible and reliable leadership to the Group. The Board
e ercises its rights in management decision on the aspects of
the Compan ‘s development strateg , management structure,
investment and financing, planning, financial control and personnel
in accordance v-ith the requirements of the Code.

The Compan appointed Ernst & Young as the Compan 's
independent auditor to reviev the interim results for the si
months ended 30 June 2015 and to audit the annual results for
the ear ended 31 December 2015. The directors of the Compan
acknov-ledge their responsibilit for preparing the financial
statements of the annual report and the interim report. In preparing
the financial statements for the ear ended 31 December 2015, the
directors have selected and applied appropriate accounting policies
and have made prudent and reasonable judgements and estimates
in accordance v ith Hong Kong Financial Reporting Standards.

The declaration of reporting responsibilit issued b the e ternal
auditor of the Compan on the Compan ’s financial statements is
set out in the Independent Auditors’ Report on pages 64 to 65.

CORPORAT. GOVLRNANC. FUNCTIONS
The Board is responsible for performing corporate governance
duties including:

(@) to develop and reviev the Compan ‘s policies and practices
on corporate governance;

(b)  to reviev- and monitor the training and continuous professional
development of directors and senior management;

(c)  to reviev and monitor the Compan 's policies and practices
on compliance vith legal and regulator requirements;

(d) to develop, reviev and monitor the code of conduct and
compliance manual (if an ) applicable to emplo ees and
directors; and

(e) to reviev the Compan ‘s compliance vith Appendi 14 to
the Listing Rules (Corporate Governance Code and Corporate
Governance Report).

The Board has performed above activities during 2015.

14 China Lesso Group Holdings Limited 00 0000000000
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CORPORATE GOVERNANCE REPORT (Continued)
AOOOOfooo

BOARD (Continued)

BOARD AND G NcRAL ¥/'t' TINGS

For the ear ended 31 December 2015, the Board convened si
meetings to reviev- operating performance, funding requirement
and recent market conditions. The Board also considered and
approved the Group’'s overall strateg , audited annual results for
the ear ended 31 December 2014 and reviev-ed interim results for
the si months ended 30 June 2015.

The chairman of the Board and the chairman of the audit
committee, the nomination committee and the remuneration
committee, attended the AGM of the Compan held on 15 Ma
2015.

The table belov sets out the attendance of all members of the
Board at the meetings held in 2015:
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CORPORATE GOVERNANCE REPORT (Continued)
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BOARD (Continued)

BOARD AND G NeRAL ¥/'t' TINGS (Continued)

The Compan gives proper notices of Board meeting to the
directors and the procedure of Board meetings is in compliance
v-ith the Articles and the relevant rules and regulations. The agenda
and the relevant documents vill be provided to all directors in
a timel manner. The chairman vill give a proper briefing to all
directors on items to be put forvard at a Board meeting. To ensure
compliance v-ith the procedure of Board meetings and all applicable
rules and regulations, all directors ma gain a full understanding
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BOARD (Continued)
TRAINING AND SUPPORT FOR DIRLCTORS (Continued)

Apart from the above training offered b the Compan , based on
the training records provided to the Compan b the directors, the
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CORPORATE GOVERNANCE REPORT (Continued)
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BOARD (Continued)

COW, PANY St.CRLTARY

The compan secretar reports to the Board so as to ensure
compliance vith the procedure of the Board meeting and ensure
the Board is full briefed on all legislations, regulations and
corporate governance development and has considered their
opinions v-hen making a decision. The compan secretar is also
directl responsible for the Group’s compliance v-ith its continuing
obligations under the Listing Rules, Hong Kong Codes on Takeovers
and Mergers and Share Bu -backs, Companies Ordinance, SFO and
other applicable lavs, rules and regulations.

During the ear ended 31 December 2015, the compan secretar
has received no less than 15 hours of relevant professional training
to refresh his knov-ledge and skills.

IND'ely NIFICATION OF DIR.CTORS AND OFFICLRS

The directors and officers are indemnified under a directors’ and
officers’ liabilit insurance against an liabilit incurred b them in

1 8 China Lesso Group Holdings Limited 00 0000000000



CORPORATE GOVERNANCE REPORT (Continued)
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BOARD COWywy ITTLLS

The Board has delegated various responsibilities to certain
committees under its supervision, including the Compan s
audit committee (,Audit Committeel, remuneration committee
(,Remuneration Committeel and nomination committee
(,Nomination CommitteeBd (collectivel knov'n as ,Board
Committeesly. Board Committees can engage intermediaries to
provide professional opinions and the reasonable e penses incurred
as aresult are borne b the Compan .

AUDIT CO‘|.|‘|.| ITT

The Audit Committee comprises four members, namel Mr. Fung
Pui Cheung (chairman of the Audit Committee and independent
non-e ecutive director), Mr. Lin Dev-ei (non-e ecutive director),
Mr. Wong Kv-ok Ho Jonathan and Mr. Cheung Man Yu (both are
independent non-e ecutive directors). The major responsibilit
of the Audit Committee is to conduct independent and objective
audit of the truth and accurac of the Group’'s economic operation
and financial activities, financial policies, financial procedures,
risk management, internal control, e ternal audit, internal audit,
financial information reporting and financial data and assist the
Board in discharging its relevant duties.

The Audit Committee shall convene at least tvo meetings each
ear. In 2015, the Audit Committee convened tvyo meetings. The
attendance record of the meetings is set out on a named basis on
page 15.

The folloving is a summar the Audit

Committee during 2015:

of vork performed b

reviev of the annual report and the annual results
announcement for the ear ended 31 December 2014, vith a
recommendation to the Board for approval,

reviev- of Ernst & Young's confirmation of independence
and its report for the Audit Committee for the ear ended 31
December 2014, v-ith a recommendation to the Board for the
re-appointment of Ernst & Young at the 2015 AGM;

reviev- of continuing connected transactions;

reviev- of the Group internal audit reports;
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CORPORATE GOVERNANCE REPORT (Continued)
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BOARD CO\|.|‘|.| ITT S (Continued)

AUDIT CO‘|.|‘|.| ITT e (Continued)

20

reviev: of the interim report and the interim results
announcement for the si months ended 30 June 2015, vith a
recommendation to the Board for approval,

reviev- and approval of Ernst & Young's report for the Audit
Committee for the si months ended 30 June 2015;

consideration and approval of audit and non-audit services;

reviev- of the corporate governance report for the ear
ended 31 December 2014 and the corporate governance

China Lesso Group Holdings Limited 00 0000000000



CORPORATE GOVERNANCE REPORT (Continued)
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BOARD Co"‘l"’l ITT S (Continued)

Ridq UNLRATION COuyoly ITTe

The Remuneration Committee comprises five members, namel
Mr. Fung Pui Cheung (chairman of the Remuneration Committee
and independent non-e ecutive director), Mr. Wong Luen Hei
(e ecutive director), Mr. Zuo Manlun (e ecutive director), Mr.
Wong Kv-ok Ho Jonathan, Mr. Cheung Man Yu v-ho v as appointed
v-ith effect from 1 September 2015 and Dr. Bai Chongen v ho
v-as resigned vith effect from 1 September 2015 (all of them are
independent non-e ecutive directors).

The Remuneration Committee is mainl responsible for stud ing
and formulating the Compan 's remuneration polic and incentive
mechanism and is responsible for formulating the standards for the
appraisal of the Compan ‘s directors and senior management and
conducting appraisals.

In order to determine the level of remuneration and fees paid to
members of the Board, market rates and factors such as each
director’s v-orkload, responsibilit and job comple it are taken into
account. The folloving factors are considered vhen determining
the remuneration packages of directors and senior management:

business requirements;

individual performance and contribution to results;

compan performance and profitabilit ;

retention considerations and the potential of individuals;

changes in relevant markets, including suppl and demand
fluctuations and changes in competitive conditions; and

general economic situation.

During the reviev" process, no individual director is involved in
decisions relating to his/her ov-n remuneration.
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BOARD CO-'.IJ.I ITT S (Continued)

Ry UNLRATION COuq oy ITT e (Continued)

The Remuneration Committee shall convene at least one meeting
each ear. In 2015, the Remuneration Committee convened one
meeting, assessed the performance of the Compan 's directors
and senior management, reviev-ed their terms of service contracts.
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BOARD C0s|1‘|1 ITT S (Continued)
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CORPORATE GOVERNANCE REPORT (Continued)
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RISK ‘|.|ANAG'|_‘|.|'|_NT AND INT=RNAL CONTROL
(Continued)

The Board, through the Audit Committee, has continuousl
monitored and annuall reviev-ed the effectiveness of the Group's
risk management and internal control s stem, and is of the viev
that the e isting risk management and internal control s stem is
sufficient and effective. The reviev- covered all material aspects
vith regard to control, including financial control, operational
control and compliance control. The internal audit reports submitted
to the Audit Committee b the Group also cover aspects of
risk management and control. The Board is not avare of an
significant areas of concern vhich ma affect the Shareholders,
and believes that the Group has full complied vith the code
provisions on internal controls, including compliance vith legal
and regulator requirements, as set forth in the Code. The Board,
through the appraisal performed b the Audit Committee, reviev-ed
the adequac of resources, staff qualifications and e perience,
training programs received b the staff and budget of the Group's
accounting, internal auditing and financial reporting function at the
Board meeting. In light of the Group’s nature of business and the
recommendations on the Board’s role in risk management, the
Group has developed risk management s stem and policies, and
established a risk management project team, vhich is responsible
for the Group's risk management, to communicate and assess
the Group's risk profile and material risks, and track the progress
of mitigation plans and activities of material risks and report on
detailed e aminations of specific risks as required.

24 China Lesso Group Holdings Limited 00 0000000000
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CORPORATE GOVERNANCE REPORT (Continued)
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RISK \‘1ANAG'L"1'LNT ORGANISATION SYST‘L‘|.|
(Continued)

(A) RISK W ANAGLW'eNT STRUCTURL
Re.GULATORY ORGANISATION

The Board is responsible for the effectiveness of the
overall risk management

determine the overall objective, risk appetites and risk
tolerance for corporate risk management, and approve

26 China Lesso Group Holdings Limited 00 0000000000
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CORPORATE GOVERNANCE REPORT (Continued)
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RISK \'1ANAG'L"1'LNT ORGANISATION SYST'L‘|.|
(Continued)

(A) RISK W ANAGLW'eNT STRUCTURL (Continued)
L ADING RISK #y ANAGe ' NT ORGANISATION

Risk management project team, the leading risk
management organisation

responsible for the establishment and amendment of the
Compan ’s risk management policies and mechanisms;

formulate and submit annual risk management v-ork plan
to the Board and the Audit Committee for their reviev;

regularl collect first-hand information regarding risk
management, carr out risk assessment and discuss
major risks as faced b the Compan ; and

assess the soundness, reasonabilit and the
effectiveness in implementing the risk management
s stem, and annuall reviev the comprehensive risk
management report, risk management strategies and
da -to-da risk management solutions.

RISK ki PLyy'uNTATION ORGANISATION

'wach functional department of the Company shall accept
the coordination and monitor carried out by the risk
management project team

implement the basic process in risk management;

consider and propose decision-making standards or
mechanisms regarding major operating decisions, major
risks, major events and major business processes of the
functional department;

anal se and propose risk assessment report of the
functional department;

properl carr out risk management vork of the
functional department; and

establish a comprehensive risk management process of
the functional department.
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RISK ‘|1ANAG'L‘|.|'|_NT ORGANISATION SYST'L‘|.|
(Continued)

(A)

28

RISK 4y ANAGLW'eNT STRUCTURL (Continued)
RISK SUPPORTING ORGANISATION

Internal control team

assist the Group’s risk management v-ork, and formulate
internal control plan in accordance vith the result of risk
assessment;

centrall organise or, together vith related functional
departments, design, amend or improve internal audit
documents in accordance v ith risk management
solution;

assist the risk management project team to inspect,
e amine, evaluate and improve the implementation of
risk management in each functional departments and
operating units; and

assist the timel rectification and improvements to
e isting deficiencies of each functi