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Financial Highlights

Six months ended 30 June
U6 U330UREBHU

2017 2016
2017 E 2016 E
RMB’000 RMB’000
w[O A w[O A
(Unaudited) (Unaudited)
€J%2¢e- €J%2e-
Revenue x ] 1,909,663 1,762,749
Gross profit a; 552,147 456,046
Profit before tax uA;— 224,270 143,270
Profit for the period (Note 1) l,;— €eWI1 » 159,053 98,258
Profit for the period attributable to ghe¢UD&I,; —
Owners of the parent N®!1pb][ 148,157 82,140
Non-controlling interests ¢>SI1AEB 10,896 16,118
(Re-presented)
€% oo
Earnings per share attributable to N®!w-pAEBIP]
ordinary equity holders of the parent D&EP®;
Basic 21 4.53 cents 2.59 cents
453 £ 259 +
Diluted Al 3.78 cents 2.59 cents
3.78 + 259 +
Note 1:Profit for the period represents profit before netting off profit forthe Wi, | ,; —% 08 ¢>SI1ABD &I, ;
period attributable to non-controlling interests. —AY;—f
30 June 31 December
2017 2016
2017 E 2016 E
6U30U 12031 U
RMB’000 RMB’000
w[O A& w[O A&
(Unaudited) (Audited)
€J%2¢e- €32¢e-.
Non-current assets ¢t > 1,894,326 1,346,409
Current assets t * 3,394,130 3,598,264
Current liabilities t A 1,986,936 1,635,629
Net current assets t * 1,407,194 1,962,635
Total assets less current liabilities < *7t A 3,301,520 3,309,044
Non-current liabilities ¢t A 99,822 535,369
Total equity </AEB 3,201,698 2,773,675
Attributable to: ght¢UD&]j
Owners of the parent N®!1pb][ 3,120,198 2,703,481
Non-controlling interests ¢>SI1AB 81,500 70,194
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Management Discussion and Analysis

During the Period under Review, the global economy experienced
gentle recovery. The developed economies such as the U.S.,
the Eurozone and Japan rebounded in general. The economies
of China and India continued to lead the growth. The global
economic situation has been the best in recent years. However,
the board of governors of The Federal Reserve System was in
the course of gradual rate hike, the central banks of Europe and
Japan continued to maintain the easing monetary policy. Such
monetary policy differentiation of major economies has led to the
international financial market turmoil and the increasing global trade
protectionism sentiment. The risks and uncertainties of the global
economic recovery still existed.

During the Period under Review, China’s Gross Domestic Product
grew by 6.9% as compared with the Corresponding Period. The

Chinese economy was on the rise with steady performance. 2017
was the second year of China’s “13th Five-year Plan”. Various
reform projects were under construction. Various types of industrial
policy dividends were released gradually. A new round of scientific
and technological revolution and the industrial transformation have
been ready to go ahead. Following the expedited implementation
of major national projects and infrastructure investment, a new
round of energy-saving and reform requirements for the sectors
of industries, construction, traffic and so on has kept on growing.

Consequently, the lighting industry in the next generation will be
upgraded to the smart universal lighting by applying the wireless
communication technology. In the global market, with the launch

of the strategy of “One Belt, One Road”, Chinese enterprises
have also entered the strategic period of going global and the
golden period of development. According to the research, 35

countries along the route of “One Belt, One Road” have indicated
“net import” of foreign energies. It has reflected the consumption
of the environmental protection energy-saving products and
the development demand for relevant industries in the global
market (Source: Semiconductor Lighting Network). Persistent
technical upgrade and cost reduction have strengthened the

global competitiveness of China LED lighting enterprises. Orders
from overseas customers gradually increase in the PRC market
and the global LED production is shown to be transferred to the

PRC market.

M#4A ~+
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Management Discussion and Analysis
M#4A ~+

Despite the national policy support and the favorable global
economic recovery for China LED lighting enterprises, the expedited
technological development and industrial integration have led to
ever-intensified competition. On the one hand, conventional lighting
enterprises have made use of their competitive advantages to shift
to the LED lighting market. While the upstream and downstream

«<M+7 LEDkU1t8 " 7+A 85
g7¢%0B=Y » 8d(2}"”
Yieq*8A¥Y 2d)FU"¢
IfSU&&AUKkUTS8;\I)F”~
D7] LEDkiU9 dp LEDjh!*8
avyts;\l LEDzée qgb\Y

LED enterprises have utilized their technical advantages in LED DY, E-$ k9 d 8 )

chips, packing and application for gradual extension to the lighting
market, resulting in the aggravated competition in the industry
(Source: Semiconductor Lighting Network). On the other hand,
the capital market has also become a strategic place contested
by all in the LED lighting industry. More and more enterprises have
achieved leaping development with the power of capital. Capital,
technology, and scale have become important factors for the
existence and development in the industry. LED lighting enterprises
are able to seize in advance the opportunities for development in
the highly competitive environment only by means of on-going
strategic adjustment, accumulation of technologies and capital
advantages, so as to create a brand-new sustainable development
road in terms of costs, technologies, channels and scales.

The Group has famous brand, extensive sales channel networks
and solid strength in the technological research and development,
and our products has managed to seize the medium- to high-end
domestic and global markets. During the Period under Review,
the Group continued to carry on the strategy of dual-channel
development of commercial lighting and home lighting, with all-
out efforts transforming to the LED lighting product. LED lighting
products currently account for more than 70%. Through focusing
on the implementation of setting up 400 commercial lighting
engineering distributors and the establishment of the stylistic
and differentiated home lighting product systems, the Group
effectively seized each market segment. By taking advantage of

NVC LIGHTING HOLDING LIMITED Interim Report 2017
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Management Discussion and Analysis

the Internet development trend, the Group worked hand in hand
with the “Shaochaihui™* (C O) which comprises domestic and

overseas high-end housing enterprises to expedite the smart
home lighting strategic layout. As for internal management,
the Group continued to concentrate on reducing costs and

increasing efficiency, and carried out the reduction of research
and development costs, procurement costs, purchasing costs and

labor costs, which obviously improved the overall gross margin of
the Group. By building up the new enterprise culturing such as
“endeavour-oriented” and the “second pioneering management
philosophy”, the Group was infused with the endogenic momentum
for sustainable development, which finally helped to enhance the
overall performance of the Group.

Sales and distribution

During the Period under Review, as for the NVC brand in the PRC
market, the Group had 37 exclusive regional distributors. These
exclusive regional distributors had a total of 3,275 exclusive outlets
(100.0% coverage rate in the provincial capital, 94.1% coverage
rate in the prefecture-level cities, 67.3% coverage rate in the
county-level cities and 1.5% coverage rate in the town-level cities).
The exclusive outlets of the exclusive regional distributors include
commercial lighting exclusive outlets, the home lighting exclusive
outlets, and the comprehensive commercial lighting and home
lighting outlets. Apart from the exclusive outlets, the exclusive
regional distributors also had a total of 3,263 exhibition counters
and exhibition walls, with over 90% of these exhibition counters
and exhibition walls concentrated in town channels. During the
Period under Review, the Group invested more resources to
develop the town channels, resulting in an increase of 2,120
exhibition counters and exhibition walls as compared with the
Corresponding Period. In the commercial lighting sector, the
Group continued to focus on pushing ahead with the “400 Plan”
and setting up 400 key engineering project distributor teams
nationwide with the assignment of the engineering manager to
support the engineering project. The Group initiated the “Spring
Thunder Action” directly facing the requirements of customers
and obtained successfully several million-level projects including
“Xi'an Subway No. 4 Route”, “Chengdu Subway No. 7 Route”
and “CCCC Yunnan Expressway”. Meanwhile, by means of
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Management Discussion and Analysis
M#4A ~+

sponsoring the “Zhurong Award” in the national competition of
lighting designers, the Group has managed to sign strategic
cooperation agreements with Human Settlements Lighting Design
Institute Beijing Tsinghua Holdings* ( /6>[¢kU£ €&)and

others, effectively activating the resources of designers in various )Y 7S ™ O

places and building the national invisible channel. In the home
lighting sector, the Group insistently focused on “Technology +

Arts” to create the stylistic home lighting products and build the

stylistic exclusive outlets, with in-depth tapping of the potentials in
the segmented market; meanwhile, making use of the innovative
marketing model to set up the “7S” customer experience marketing

systems (including shop experience system, case experience
system, product experience system, service experience system,
visual experience system, participation experience system and
evaluation experience system) covering over 1,000 shops, which
significantly enhanced the sales capability of sales representatives.
Furthermore, market promotion activities such as the launch of the
Spring Group Buying Fair and the “Proper Replacement of Lamps”,
significantly increased the sales of home lighting product. The
turnover of the NVC brand products in China increased slightly by
1.1% from the Corresponding Period to RMB1,085,117,000 during

the Period under Review.

In respect of the NVC brand products in the international market,
the Group kept on promoting the NVC brand in the international
market with all-out efforts during the Period under Review, building
the “International Leading” lighting brand. The Group continued
to consolidate the customer relationship of the matured channels
in the UK and so on. In light of the different requirements of
customers, the research and development department and the
guality department of the Group joined together to customize the
stylistic and differentiated products, which effectively stabilized the
major customer refferentBOB6te 10Cnen properly registered, the
office in the Middle East was in normal operation to provide project
reserves and resources support for the Middle East distributors
through in-depth contact with the local market and by tapping
products demandtBODuring the Period under Review, the Group won
the tenders for major engineering projects including “Qatar Beverly
Hills” ( €' 2?27t ), “Mobil Oil Qatar Headquarters Building”
(O«i0 &'<A}}), and “Dubai Horse Racecourse” ( 0

z 6 ), contributing to the sales revenue in millions of Renminbi.

NVC LIGHTING HOLDING LIMITED Interim Report 2017
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Management Discussion and Analysis

Aiming at the development channels in Southeast Asia, the Group
released the exclusive regional distributorship in light of the local
conditions in order to secure more project orders. Currently,
the Southeast Asia region is in the preliminary stage of market
development and channel expansion, with limited contribution
to the sales revenue. During the Period under Review, the sales
revenue of NVC brand products in the international market dropped
by 2.4% from the Corresponding Period to RMB174,417,000.

In respect of non-NVC brands in the PRC and international
markets, the Group mainly supplied energy-saving lamps, energy-
saving light tubes, and accessories for famous lighting enterprises
in the form of ODM. Currently, the LED lighting products have been
dominating the market gradually. In light of the cost, technology
and scale advantages possessed by the production enterprises
in China, more and more LED lighting product orders of well-
known international lighting enterprises are transferring to China
gradually. During the Period under Review, the proportion of the
total sales revenue of non-NVC brand LED lighting products of the
Group increased persistently, coupled with the stable increase of
international orders. Consequently, the total sales revenue of non-
NVC brand products grew 27.2% from the Corresponding Period

to RMB650,129,000 during the Period under Review.

Product research, development and design

During the Period under Review, the launch of the research and
development work of the Group mainly focused on two main
streams, the development of new products and the reduction
of costs through technology. In response to the Company’s
strategic product development adjustment plan and oriented by
the market demand, the research and development platform of
the Group persistently enriches the database of new product
designs and has successfully completed the development of
66 product series of indoor luminaries and 33 product series of
outdoor luminaries mainly focusing on popular series including the
hotel series and the 400 engineering products. Furthermore, the
enhancement of the color-rendering index and the improvement
of the strobe phenomenon have been achieved through the
persistent implementation for the product reform on platformization,

M#4A ~+
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Management Discussion and Analysis
M#4A ~+

modularization, standardization, and serialization, as well as the
optimization of power supply solution platform. Through persistent
technical upgrade, structural optimization, improvement in technical
processes and so on, the Group has attained the target of reducing
the costs of the research and development of the Group. During
the Period under Review, a total of RMB27,449,000 was invested
in the research and development projects of the Group, accounting
for 1.4% of the revenue of the Group. In addition, the Group had
108 new patent applications during the Period under Review and
was granted 57 patents.

Brand promotion and honour

The Group has committed itself to the creation of No. 1 brand of
lighting solution service providers in the era of the Internet. During
the Period under Review, in the assessment of the 14th “World
Brand Summit” organized by the World Brand Lab, the Group
with a brand value of RMB20.685 billion was awarded the No.
1 brand in the lighting industry for six consecutive years. It has
showed our powerful brand strength and influence. In the Shanghai
International Commercial and Engineering Lighting Exhibition
held in April 2017, the Group together with several high-end
hotels under Marriott Hotel exhibited the real scene of 4 sets of
hotel space model rooms and 1 set of the smart lighting system.
Finally, we were honoured to have obtained the “Best Lighting

NVC LIGHTING HOLDING LIMITED Interim Report 2017



Management Discussion and Analysis

Progress of Litigation

Since December 2014, a subsidiary of the Company (the
“Subsidiary”) initiated a series of court actions in PRC against Mr.
WU Changjiang, a former director and the former chief executive
officer of the Company, and other persons in relation to a number
of pledges and guarantees entered into by Mr. WU Changjiang
purportedly on behalf of the Subsidiary, and certain counter-
guarantees provided by a PRC company. During the Period under
Review, the Subsidiary was also a co-defendant in three PRC court
actions commenced by two PRC banks and a finance company
in relation to several purported pledges and guarantees entered
into by Mr. WU Changjiang. Please refer to the Company’s 2016
annual report for details.

In relation to one of the aforementioned court actions commenced

by a PRC bank against the Subsidiary as a co-defendant, certain
funds held by the Subsidiary had been frozen by such PRC bank.
Judgement was handed down by the Chongqging Fifth Intermediate
People’s Court in April 2016, which, among other things, ordered

that the Subsidiary was jointly liable with another PRC company
for the payment of RMB60,000,000, plus interest and costs, to

such PRC bank. The Company has filed an appeal against the
First Instance Judgement with the Chongqing Higher People’s
Court. In early 2017, the Company received the judgement of the
Chongging Higher People’s Court which rejected the Subsidiary’s
appeal and upheld the former first instance judgement. Please
refer to the Company’s announcement dated 27 February 2017 for
details. The Subsidiary has filed an application for retrial of such
PRC court judgements.

In relation to one of the aforementioned court actions commenced
by another bank in China, which alleges, among others, eight
individuals/entities (the “Eight Guarantors”), including the
Subsidiary, are jointly liable as guarantors for obligations of
Chongqging En Wei Xi Industrial Development Co., Ltd.* ( E, x
% 8ieP"®!) (“En Wei Xi") owed to such bank in China,

being the sum of RMB35,497,000, plus interest. In September
2016, the Company has received a judgement of the Chongqing
First Intermediate People’s Court which held, among other things,
that the Eight Guarantors, including the Subsidiary, are jointly

M#4A ~+
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Management Discussion and Analysis
M#4A ~+

liable with En Wei Xi for the payment to such bank in China of
RMB35,497,000, plus interest and costs. The Subsidiary had
appealed against such judgement with the Chongqging Higher
People’s Court. In June 2017, the Company received the
judgement of the Chongqging Higher People’s Court dated in May
2017 which rejected Subsidiary’s appeal and upheld the first
instance judgement. Please refer to the Company’s announcement
dated 30 June 2017 for details. The Company has no present plan
of filing further legal proceedings to seek a retrial of the judgement.

In relation to the court action commenced by the PRC finance
company against the Subsidiary as a co-defendant, the PRC
finance company alleges that Mr. WU Changjiang, the Subsidiary
and two other entities are jointly liable as guarantors of the
obligations owed by Ms. WU Lian to the PRC finance company
under several agreements. The Chongqing First Intermediate
People’s Court adjudicated that the guarantors, including the
Subsidiary, are jointly liable with Ms. WU Lian for the payment to
the PRC finance company of RMB34,000,000, plus interest and
costs. The Subsidiary filed an appeal against the judgment. After
the Period under Review and the date of approval of the condensed
consolidated interim financial statements, the Company received
a judgment from the Higher People’'s Court of Chongging which
rejected the Subsidiary’s appeal and upheld the first judgment.
Please refer to the Company’s announcement dated 14 September
2017 for details.

Future Prospects

By means of the on-going innovation and the increase in value and
efficiency, various sorts of standardized governance have become
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Management Discussion and Analysis

In terms of expanding the domestic market channels, the Group
will continue to solidly implement the establishment of 400 major
engineering distributors, set up the rail transit, big space and
landscape lighting project group, construct the inter-departmental

platform comprising the product, technology and back-office

support departments, to provide the full-process support for

the engineering projects of each segmented market. Meanwhile,
the Group will gradually optimize the invisible channel system of
excellent design resources covering all parts of China, set up the
VIP Club for NVC designers, form the systematic management
platform for the invisible channels, and further consolidate the
channel advantages of the Group. In the home lighting sector,
the Group will persistently optimize and replace the disqualified
exclusive regional distributors in the second half of the year, with
the emphasis placed on developing town channel exclusive outlets,
and the focus on the Promotion Fair and the Autumn Group Buying
Fair which will directly enhance the sales volume, with the aim
to further upgrade the terminal sales capability. The Group will
also continue to optimize the incentive policy for the exclusive
regional distributors, provide the development and the support for
professional, serialized and customized products to prompt the
exclusive regional distributors to improve the product structure,
and increase the sales amount of the commercial lighting and the
home lighting products with high gross profit margin.

As for the expansion of the overseas market channels, the
Group has planned to add four exclusive outlets in Dubai, Oman,
Cambodia, and lItaly in the second half of the year. In particular,
the engineering strength of the Group will be displayed in the form
of professional engineering exhibition halls in Dubai and Oman to
create the display of the high-end brand. Meanwhile, the former
single commercial lighting exhibition model will be changed, with
the introduction of exhibition and promotion of home lighting

products. The exclusive outlet in Cambodia will be the first
overseas pilot exclusive outlet of the Group with the theme of home
lighting products. In addition, the Group has planned to add ten

more distributors or customers in Southeast Asia to enhance the

ability of channel coverage. Meanwhile, the Group will select one
to two countries in the Southeast Asia market as the major pilot
spots to vigorously develop the wholesale channels and increase
the exhibition rate of products, so as to enhance the market share

and the brand popularity.

M#4A ~+
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Management Discussion and Analysis

M#4A ~+
In terms of product management, the Group will continue to " *UM#jdl« Z1fat¥i
perform research and development work in relation to cost % O |~ *d5fd=+-0U3i0O d

reduction, persistently increase the efficiency of new product V%ibZe58-0Uj9U0cef™
development, and strengthen research and development capacity « A M # jdl« Z m« AkFEFU

in order to launch the new products into the market in a shorter S d¥# A °® ... ~ [*d G 7 .-87?
period of time. As for the internal management, the Group will pJ @ ¢ -\J@d’5¢, 0 «A A
continue to build up the inventory early warning mechanism, Y UP O % -® ... Olie-UEmMY

make reasonable arrangement for procurement and production, f\d »~G0°ft,M>dd?©°
adequately store the fundamental materials and general materials A ta i2 ed S

to avoid the inventory backlog while effectively reducing the + E ™3/ | Id vI\ eY
procurement costs, set up the special task forces to properly ..;dd+ & [* O d% | «

control the delivery time of engineering projects, and enhancethe Y ¢>ied6vpPbY-af
overall rate of order delivery, implement the system of workshop

contracts and the “Amoeba” business model, strengthen the semi-

automatic reform of the frequently used processes, and enhance

the overall production efficiency to provide powerful protection for

the stable development of the Group.
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The Group’s Main Products
l« 6 *U

Luminaire Product Segment: SefiH*U+Aj
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Batten Light Series
OVie

The Group’s Main Products
l« 6 *U

Panel Light Series
Apae

Street Light Series
YAQe

Tunnel Light Series
T8nAde

Emergency Light Series 2
#D"0Z

In-ground Light Series
}®Ade.

Emergency Light Series 1
#D"0eS
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Management Discussion and Analysis
M#4A ~+

~

Revenue V/x]

Revenue represents the net amount of the invoiced value of goods v / x ] 8 S/=JYicC

=d% O

sold, after allowances for returns and trade discounts. During § x = q+ O Y Xf« ¥, «d | «
the Period under Review, the turnover of the Group amounted _{VI/Ix]%][ O A& 1909,663w
to RMB1,909,663,000, representing an increase of 8.3% as ©dQe,#—8.3%f

compared with the Corresponding Period.

Revenue by product segments 2*U+AE+Y x ]

The table below sets forth the revenue by product segments hE 1«2*U+AERAHe " U qki
(luminaire, lamp and lighting electronic products) and the growth @ @ * (J ¢ (E + Y x ]é ¢+ AY # —

rate of each segment. f

Six months ended 30 June
U6 U330URBHU

2017

2017 E

RMB’000

w[O A

Luminaire products AH*U 1,262,710
Lamp products ~uU*U 501,662
Lighting electronic products kiece*U 145,291
Total ¥ 1,909,663

NVC LIGHTING HOLDING LIMITED Interim Report 2017

2016
2016 E
RMB’000
w[O A

1,210,405
443,105
109,239

1,762,749

Growth rate
H—

4.3%
13.2%
33.0%

8.3%



Management Discussion and Analysis
M#4A ~+

Revenue by geographical locations, NVC brand sales and non-
NVC brand sales

The table below sets forth the revenue by geographical locations, h E 12 ® # A ¢ d { Up *U q
NVC brand products and non-NVC brand products and the growth ¢ d { UP*UE+YV/x | AL
rate of each item. Our non-NVC brand products primarily consist fY # — f¢ AY ¢ d{ UPD*US®d
of ODM products. _ODM*U\Of

Six months ended 30 June
U6 U30UREHU

S e a S 5 2017 9 8 2016 7 1
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Management Discussion and Analysis
M#4A ~+

The table below sets forth our revenue from LED lighting products
and non-LED lighting products and the growth rate of each item.

2LEDki(*UqeLEDKkiI*UE+Y x]

h@E1e«2 LEDkU*Uq¢ LEDKU*
UE+Yx]¢eofY#— f

Six months ended 30 June
U6 UDURBHU

2017 2016
2017 E 2016 E
RMB’'000 RMB’000 Growth rate
w[O A w[O A #—
LED lighting products LEDku*U 1,463,148 1,176,887 24.3%
Non-LED lighting products ¢LEDkU*U 446,515 585,862 -23.8%
Total ¥ 1,909,663 1,762,749 8.3%

During the Period under Review, the sales of luminaire products
increased by 4.3%, mainly benefited from the successful
transformation of the dual-channel development model of
commercial and home lighting of the Group and the stable growth
in the sales proportion of LED lighting products. The sales of lamp
products increased by 13.2%, and the sales of lighting electronic
products increased by 33.0%. Such growths were respectively
benefited from the increase in sales volume of non-NVC brand
lamp products and non-NVC brand lighting electronic products
in the international markets. During the Period under Review, the
Group had enhanced the development of non-NVC brand lighting
products and increased the investment in market resources.
There is a steady increase in sales orders of non-NVC brand
lighting products from major international customers caused by
the ever-increasing preference of well-known international lighting
enterprises for Chinese manufacturing companies due to their
advantages in cost and scope.
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Management Discussion and Analysis

During the Period under Review, the sales of LED lighting products
increased by 24.3%, while the sales of non-LED lighting products
decreased by 23.8%, mainly attributable to the fact that the Group
grasped the favorable opportunity generated from the development
of the LED industry to generally increase the proportion of
LED lighting products through continuous enhancement in the
development of new LED lighting products and the increase of
the investment in market resources; while affected by the fierce
competition in LED lighting products, the sales and price of
traditional lighting products showed a progressive decline. The
development trends of the above two products were antagonistic.

Cost of Sales

Cost of sales mainly consists of the cost of raw materials,
outsourced manufacturing costs, direct and indirect labor costs
and indirect costs. Major raw materials of the Group include
iron, aluminum and alloys, fluorescent powder, glass tubes,
electronics components and LED packaged chips, etc. Outsourced
manufacturing costs primarily include the cost of purchased
semi-finished products and finished products produced by other
manufacturers and used in the production of our products.
Indirect costs primarily include water, electricity, depreciation
and amortisation and others. The table below sets forth the
composition of our cost of sales:

M#4A ~=
« ¥, «dEDKk U * U V [ #
243% d €ED k U * U V [ h
23.8%d6 Jl« Y LED 817
eYP;U>d-@5f v LEDk U -
USi¢9 U3]dw%Ed® LEDk
i*U&aipa LEDku*UYc¢!)

FBedAUKkU*UVZ:, oWE
h%dGkO$a %—YODTf

V/iOI

VIOId <a¢g@O0le. |

*Ole\YqeYo " O0l¢gaeVYl
\fle YO a¢ @ <>eVYy

¥-eC " jeS§"Mee*Omx-g
(LED fé f. [*O10

<® ...10j¢ [*YelBCAY
*U[*Y OUg¢sOUYOIfee
YIV\OI6 <&eeex qA

Vo liufh@E«jvV/OIY\Oj

Six months ended 30 June

2017
2017 E

Percentage in

U6 U30URBHU

2016
2016 E
Percentage in

RMB’000 revenue (%) RMB’000 revenue (%)
W[OAE &x]a7(%) wW[OA& &x]a7(%)

Raw materials a¢d 1,024,311 53.6% 707,830 40.2%
Outsourced [*O1

manufacturing costs 143,872 7.5% 415,973 23.6%

Labor costs 6°01 131,656 6.9% 127,452 7.2%

Indirect costs e YI\ 57,677 3.0% 55,448 3.1%

Total cost of sales VIOI¥ 1,357,516 71.1% 1,306,703 74.1%
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Management Discussion and Analysis
M#4A ~+

During the Period under Review, the percentage of costof sales « ¥ , «d V / O | & x ]Yd+ta
to revenue decreased from 74.1% to 71.1%, and the gross } 74.1% h % 71.1% d a ; ~ D}
profit margin increased from 25.9% to 28.9% accordingly, mainly 25.9% j° 289%dd6 Jl« 5f

due to the positive results achieved by the Group throughits 2 Y 4, 7% Ole® ... % O le | ¢

ongoing four cost-cutting strategies (namely, reducing the cost % O 1 ¢ ["% Ol ,}% OI1£D
of research and development, reducing the procurement cost,  { = O0O6d < v*UY 1o
reducing the manufacturing cost and reducing the labor cost), te 6  -¢ " putl- e® $®
including enhancing the upgrade of product technology, optimizing ... Yze; U "AL «Ae?2 ">+
structures and promotion of technological process, public E ™3, |i<‘, VZB[*M# d4

procurement and tendering, timely disposal of dead inventory, the ¢ ° O | {Qu »Sdd=+Y A a

implementation of “Amoeba” operating and strengthening lean : § f
production management, which have significantly controlled the

costs and improved the overall gross profit margin level.

Gross Profit and Gross Profit Margin a;¢a;

Gross profit is calculated as the net value of sales revenue less 3 :8V /x 1 v/ Ol Y Xf
cost of sales.

During the Period under Review, gross profit of the Group was « ¥, «dl« Y% $V/&; % [O
RMB552,147,000, representing an increase of 21.1% as compared /552,147 w ©d 0+, # — 21.1%d V
with the Corresponding Period, gross profit margin increased /[ 3 ; } 25.9% j° 289% f¢ + A
from 25.9% to 28.9%. The gross profit and gross profit marginby Y &;¢ &; j¥%hj

segments are as follows:
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M#4A ~+

The table below shows the gross profit and gross profit () h@E1e¢*U+AE€fHe U
margin by product segments (luminaire, lamp and lighting gklemeYa;qa; j
electronic):

Six months ended 30 June
U6 U30UR6HU

2017 2016
2017 E 2016 E

RMB’000 (%) RMB'000 (%)

w[O A& (%) w[O A& (%)

Luminaire products AH*0 444,898 35.2% 361,142 29.8%

Lamp products “uU*U 67,153 13.4% 71,439 16.1%
Lighting electronic kilece*U

products 40,096 27.6% 23,465 21.5%

Total ¥ 552,147 28.9% 456,046 25.9%

d{ki>pP"®! 2017E-, S



The table below shows the gross profit and gross profit (jj)

Management Discussion and Analysis
M#4A ~+

margin by geographical locations and NVC brand products
and non-NVC brand products:

Gross profit from
PRC sales:

NVC brand

Non-NVC brands

Subtotal

Gross profit from

international sales:

NVC brand
Non-NVC brands

Subtotal

Total

CTVIH]
Ya;j

d{UD

¢d{UD

7eV/*|
Y&;j

d{UbD

¢cd{UP
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Six months ended 30 June

2017
2017 E
RMB’000
w[O A

412,106
25,724

437,830

34,161
80,156

114,317

552,147

hE«jOj,eY2®@# Ag¢
d{UP*U¢e¢d{UD*UY

a,¢d; |

U6 UDURBHU

2016

2016 E
(%) RMB’000
(%) w[O A&
38.0% 318,099
19.4% 19,880
35.9% 337,979
19.6% 48,871
15.5% 69,196
16.5% 118,067
28.9% 456,046

(%)
(%)

29.6%
14.4%

27.9%

27.3%
18.6%

21.4%

25.9%



Management Discussion and Analysis

M#4A ~=
(iiiy  The table below sets forth the gross profit and gross profit h@&1LEDki*Ug¢ ¢ LED
margins of LED lighting products and non-LED lighting ku*UYa;¢sa; j
products:
Six months ended 30 June
U6 U330UREHU
2017 2016
2017 E 2016 E
RMB’000 (%) RMB’000 (%)
w[O A (%) w[O A& (%)
LED lighting products LED kG *U 455,482 31.1% 337,093 28.6%
Non-LED lighting ¢LEDkU*U
products 96,665 21.6% 118,953 20.3%
Total gross profit <a; 552,147 28.9% 456,046 25.9%

During the Period under Review, gross profit margin of
luminaire products increased from 29.8% to 35.2%, mainly
attributable to the positive results achieved by the Group
through its ongoing four cost-cutting strategies (namely,
reducing the cost of research and development, reducing
the procurement cost, reducing the manufacturing cost and

reducing the labor cost), as well as the increase in operating
price of household luminaire products. Gross profit margin
of lamp products decreased from 16.1% to 13.4%. On

the one hand, LED lamp products offered customers more
favorable price in order to seize the international market
and win the main customer orders; on the other hand,
affected by the competition with LED lamp products,

the prices of traditional lamp products continued to drop

and the manufacturing costs climbed due to unsaturated
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Management Discussion and Analysis
M#4A ~+

During the Period under Review, gross profit margin from PRC
sales increased from 27.9% to 35.9%; mainly attributable to the
benefits generated from the Group’s comprehensive cost reduction
measures, increase in prices of household products and product
structure adjustment. Gross profit margin from international sales
decreased from 21.4% to 16.5%, mainly due to the more favorable
price offered by the Group in order to seize the international market
and win the main customer orders of lamp products during the
Period under Review, as well as the obvious decrease in gross
profit margin of a subsidiary of the Group which operates in
the international markets caused by the fluctuation of the local
exchange rate.

Other Income and Gains

Our other income and gains mainly consist of rental income,
gain on sales of scrap materials, fair value gain of derivative
component of convertible bonds, gain arising from waiver of other
payable, government grants and interest income (the breakdown
of other income and gains is provided in note 5 to the condensed

consolidated interim financial statements on page 86 of this report).
We received various types of government grants in the form of tax
subsidies and incentives for research and development activities
and expansion of production capacity of energy-saving lamp.

Government subsidies are provided by relevant authorities at their
discretion, and may not be recurring in nature. During the Period
under Review, other income and gains increased significantly to
RMB69,879,000 as compared with the Corresponding Period,

which was mainly due to the effect from the fair value gain of
derivative component of convertible bonds and the gain arising
from waiver of other payable during the Period under Review.
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Management Discussion and Analysis
M#4A ~+

Selling and Distribution Costs V/i¢g VI

Our selling and distribution costs mainly consist of freight costs, ¢ AYV /¢ +V I\ <6|le
advertising and promotion expenses, staff costs and other costs Aga?2lep ~Olqgliul\d
including office expenses, custom clearance expenses, travelling < |®le élet-lex (
expenses, depreciation and amortisation, insurance fees and other AV e-"| glao-°f
miscellaneous costs.

During the Period under Review, our selling and distribution costs « ¥ , « d ¢ AY V /¢ V1IN0

were RMB192,876,000, representing an increase of 37.4% as | # —37.4%d:[ O /& 192,876 w©O d
compared with the Corresponding Period. The increase was #—0 J[TIY# deCku
mainly due to the rise in staff costs, increase in the marketing Y -3~ L 9 2a?2 g AlY

and promotion fees of terminal decorations of exclusive outlets # g ¢ 61Yj°Oc¢cf¢AY V/

for the household lighting products and rise in freight expenses. ; + VI\& <V /x]Y a7 _ 8.0%
Our selling and distribution costs as a percentage of total revenue j° 10.1% f

increased from 8.0% to 10.1%.

Administrative Expenses M # |\

Our administrative expenses mainly consist of staff costs, M # 1\ 0 <p” OleAV gz
amortisation and depreciation, research and development eWilel®I\¢glul\do

expenses, office expenses and other expenses including tax <U°e?2 lelluYS8Il\e
expenses, audit fees, other professional fees, net exchange losses O 3 & 0 X glao°fu,u°6
and other miscellaneous expenses. These taxes mainly include <~¢CAY AA"pPeYz®4

land use tax and stamp duty in connection with our administrative \ {j g™euf
functions.

During the Period under Review, our administrative expenses « ¥ , «d ¢ AY M #I\0 e+ ,6 # —
were RMB170,894,000, representing an increase of 1.9% as 1.9% d : [ O £170,894w ©d # —
compared with the Corresponding Period. The increasewasmainly 6 JO3&0Y# fCAYM#I
attributable to the increase of exchange loss. Our administrative \ & x]Y a7 _9.5% h % 8.9% f
expenses as a percentage in revenue decreased from 9.5% to

8.9%.

Other Expenses Gl
Other expenses mainly consist of losses on disposal of property, | 1|\ 6 <"AJ8e@O¢ £

plant and equipment, impairment loss of other intangible assets, @ Y& Oelili—- *Y =& O0e
donations and other miscellaneous expenses. [RNe) glao-°s Of
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Management Discussion and Analysis
M#4A ~+

Finance Costs

Finance costs represent interests on bank loans, interest expenses
on convertible bonds and other interest expenses.

Share of Results of Associates

This item represents the Group’s share of net profits or losses in
the associates during the Period under Review.

Income Tax

During the Period under Review, the Group’s income tax amounted
to RMB65,217,000.

Profit for the Period (including Profit Attributable to Non-
controlling Interests)

Due to the factors mentioned above, our net profit for the period
(including profit attributable to non-controlling interests) was
RMB159,053,000 during the Period under Review.

Exchange Differences on Translation of Foreign
Operations

During the Period under Review, our exchange differences on
translation of foreign operations were RMB9,724,000. These
exchange differences primarily arose from the translation of the
financial statements of the Company and its overseas subsidiaries
which are denominated in foreign currencies.

Profit Attributable to Owners of the Parent for the Period
Due to the factors mentioned above, profit attributable to owners of
the parent for the period was RMB148,157,000 during the Period

under Review.

Profit Attributable to Non-controlling Interests for the
Period

During the Period under Review, profit attributable to non-
controlling interests for the period was RMB10,896,000.

NVC LIGHTING HOLDING LIMITED Interim Report 2017

(A

I IN% O r>;te IpAN
180¢10;10 f

b&L ®!86
l["AH«¥,«l« "L ®Ie

PY ;—DOAY f&..Xf

Oo{u

« ¥, «d | « O {u [ O &£
65,217w O f

l,;—€ <¢>SIABD&A
0 2od«¥,«¢CAl, ;

—€ <¢>SIAEBD&A ... +% ][O
/159,053 w © f

IQ .8 *[YO3"X

«¥,«dlQ .8 *[YO3~
X% [0 A,724w0da03"Xod
Jao . £ YI®!¢l .on®
' EYIQ¢Of

N®!*P[D&YI,; —
_0j] 2od«¥, «N®!1p]
BD&YIl,;—% [O A148,157 w © f

¢>SIEBD&YI,; —

«¥, «d¢>SIEBD&YI,;
— % [ O £10,896 WO f



Cash flows

Management Discussion and Analysis

M#4A ~+

The table below sets out selected cash flow data from our h E 1} ¢AY ¥;$ -t 7 E o -

consolidated statement of cash flows.

Net cash flows generated from
operating activities

Net cash flows used in
investing activities

Net cash flows generated from
financing activities

Net (decrease)/increase in
cash and cash equivalents
Cash and cash equivalents at

beginning of period
Effect of foreign exchange rate
changes, net

Cash and cash equivalents as
stated in the statement of
financial position and cash flows

As at the end of the Period under Review, the cash and bank

oY$-tZpif

Six months ended 30 June
U6 UDURBHU

2017 2016
2017 E 2016 E
RMB’000 RMB’000
w[O A& w[O A&
¥ z 0{
$-tZ2 X 91,326 108,618
3z O\
$-tZ X (373,911) (217,653)
D z O{
$-tZ X 256,801 237,698
$—-¢%- J
€ CI# X (25,784) 128,663
R A RN/
1,160,155 917,953
O Bas X
(10,229) 8,917
81 KIE$-tZE
cOeY$-¢$- J
1,124,142 1,055,533

l«¥ , Kdl« Y$-¢ O

0
balances of the Group were mainly denominated in RMB, HK$, g0 8[O AZe¥©ed @ekE £ ¢
GBP, BRL and US$. The RMB is not freely convertible into other O © =f[ O /&~
currencies, however, under Mainland China’'s Regulations on - A f i pbdi%e7 «® Y. O M

AN

the Management of Foreign Exchanges and Administration of # @ 7 ‘¢e Oe/ O ¢ U O M# o
Settlement, Sale and Payment of Foreign Exchange Provisions, the >dl« X -@ - /Z*t .08
Group is permitted to exchange RMB for other currencies thro