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Financial Highlights

0o
Six months ended 30 June
Oooed3000600
2015 2014
RMB’000 RMB’000
good good
(Unaudited) (Unaudited)
oooooo gooooo
Revenue oo 1,772,247 1,703,207
Gross profit oo 380,939 381,577
Profit before tax oooo 76,929 94,533
Profit for the period (Note 1) oooooootio 55,205 71,022
Profit for the period attributable to gooooooood
Owners of the parent oooooo 17,073 58,043
Non-controlling interests oooooo 38,132 12,979
Earnings per share attributable to gooooooooog
ordinary equity holders of the parent oooooag
Basic oo 0.55 cents 1.86 cents
0.550 1.860
Diluted oad 0.55 cents 1.86 cents
0.550 1.860

Note 1: Profit for the period represents profit before netting off profit for

the period attributable to non-controlling interests.

ooooooood

oo oooo0oOooOoOooooooo

30 June 31 December

2015 2014

20150 20140

60 300 120 310

RMB’000 RMB’000

good good

(Unaudited) (Audited)
ooooodo goood

Non-current assets goood 1,273,604 1,304,846
Current assets gooo 3,380,250 3,206,593
Current liabilities gooo 1,192,241 1,043,726
Net current assets ooooo 2,188,009 2,162,867
Total assets less current liabilities Ooooooooo 3,461,613 3,467,713
Non-current liabilities ooooon 100,105 101,104
Total equity oono 3,361,508 3,366,609
Attributable to: ooooooo

Owners of the parent gooooo 3,263,693 3,247,462
Non-controlling interests oooooo 97,815 119,147
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Management Discussion and Analysis
OO0O00oOoOoOoad

Progress on actions related to Mr. WU Changjiang

In order to push ahead with the Company’s investigation into
the potential impact arising from the alleged unlawful conduct
of its former chief executive officer and executive director Mr.
WU Changjiang, an external independent professional adviser
was engaged to conduct: (1) a forensic review in respect of the
purported entering into of certain pledge/guarantee agreements
and alleged 20-year licensing agreements by Mr. WU Changjiang,
and the freezing and withdrawal of funds pursuant to the alleged
agreements; and (2) a separate internal controls assessment of
the Company and its key subsidiaries, the purpose of which is
to provide the Company with an internal controls assessment in
the context of alleged unauthorised connected party transactions
that occurred at NVC China in 2013 and 2014. Please refer to the
announcement published on 19 July 2015 for the main results of
the forensic review and internal controls assessment.

Business Review

During the Period under Review, the Group entered into a
post-crisis rectification period, during which the development
strategies were adjusted and a series of internal and external
control measures were implemented to consolidate the Group’s
position in the industry. For domestic sales, the Group divided
sales organizational structure internally to provide tailor-made
services for each segmented market. The Group established
e-commerce and O20 business departments to carry out on-
line sales business. The Group established a subsidiary which is
principally engaged in household lighting appliances business to
expand its business into household lighting business sector. In
market management, the Group screened and rectified market
outlets, including closed backward outlets, pooling advantageous
resources on outlets with good results, improved single store sales
and operation efficiency. In overseas market, the Group optimized
its organizational structure internally to reduce operating costs
while sorting out its existing market channels as well as focusing on
improving the operating ability of engineering pipes. In production
management, the Group established a central planning center and
refined production office, promoted refined management, improved

NVC LIGHTING HOLDING LIMITED Interim Report 2015
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Management Discussion and Analysis

our profitability through optimization process and stringent cost
control. Meanwhile, the Group has established a risk control
department and issued a series of risk management and internal
control systems, in order to strengthen ordinary supervision and
management and ensure the sound development of the Group. For
ensuring the vitality of sustainable product innovation, the Group
launched the brand-new Leiting LED lighting products during the
Period under Review. Applying flip-chip and dual-core led, the first
batch of such products with upgraded anti-counterfeiting features
has technical, competitive and appearance advantages. Therefore,
its large-scale application will not only effectively save the cost, but
also help the Group gain more market share.

Sales and distribution

As for the NVC Brand in the PRC market, the Group maintained 36
exclusive regional distributors during the Period under Review. As
at 30 June 2015, the exclusive regional distributors of the Group
had a total of 3,437 exclusive outlets (100.0% coverage rate in
the provincial capital, 96.8% coverage rate in the prefecture-level
cities, 65.9% coverage rate in the county-level cities, and 2.3%
coverage rate in town centers), representing a decrease of 268
outlets as compared with the Corresponding Period, such decrease
was mainly due to the shutdown of some underperformed outlets
and rectification of outlets so as to utilize resources tactfully
in improving outlets’ operating efficiency. Apart from this, the
exclusive regional distributors also developed 1,521 exhibition
walls and exhibition counters, representing an increase of 241
outlets as compared with the Corresponding Period. In addition
to physical exclusive outlets, the Group also endeavored to
transform its sales into internet marketing. During the Period
under Review, the Group’s e-commerce business recorded a
significant growth. The Group will gradually extend its coverage
across the PRC. Furthermore, the Group set up a subsidiary
specializing in household lighting appliances to expand toward
the household sector. During the Period under Review, sales of
household lighting appliances reached RMB283,102,000. However,
revenue from traditional lighting products continued to decline
due to the intensified market competition and the impact of LED
lighting products. During the Period under Review, total turnover
of NVC brand products in China decreased by 3.1% from the
Corresponding Period to RMB947,780,000.
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Management Discussion and Analysis

Product research and development and design

Research and development is one of the core competitiveness of
the NVC brand. Leverage on the avant-garde layout of upstream
and downstream integration and accumulated strengths of LED
chip technologies in application area over years, the Group further
sought higher price-performance ratio of products and lower
cost of mass-manufacturing during the Period under Review.
During the Period under Review, the Group launched a massive
“Leiting Action” to supply all outlets of the forthcoming new Leiting
LED lighting products. Applying flip-chip and dual-core led, the
first batch of new Leiting series products with upgraded anti-
counterfeiting features has advanced and reliable technological,
market competitive and appearance advantages. It is anticipated
that such products will help the Group gain more market share.
Furthermore, the Group applied for 23 new patents, with 23 patents
approved and granted during the Period under Review. During the
Period under Review, the Group invested RMB23,982,000 in the
research and development projects, accounting for 1.4% of the
Group’s revenue. As at 30 June 2015, the Group had a workforce
of 254 in design and research and development.

Brand promotion

During the Period under Review, the Group utilised new
technologies and models of the Internet as its brand promotion
strategy. In traditional promotion channels, the Group carried
out the national online and offline large terminal carnival sales
campaign on May Day across over 1,300 sales outlets, which
created a positive and overwhelming terminal sales atmosphere.
In internet marketing, the Group made a deep brand promotion
mainly via WeChat, Weibo and other social media to enhance
the influence of NVC brands among young consumer groups.
Meanwhile, taking the opportunity of the FINA Diving World Series,
the Group planned a series of dream fulfilling activities named the
“Journey of Lighting up Your Dreams” and held product launches
in Middle East, which showed its strong corporate strength and
accelerated the brand globalization strategy of the Group. In June
2015, the Group was rated as the “Top 500 Valuable Brand in
China” with a brand value of RMB11.57 billion, which is the only
enterprise to receive this honor in the lighting industry of China for
three consecutive years.
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Management Discussion and Analysis
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Future Prospects HRERERE
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Looking forward, while continuing to optimize internal management,
the Group will capture external development opportunities brought
by the “One Belt, One Road” and “Internet Plus” policies and
leverage the brand’s strength, to thoroughly get through online and
offline channels, thus driving itself into a new development stage.
The sales outlets across the country are the Group’s competitive
advantages recognized by the industry. In future, the Group will
adopt both exploration and expansion strategies to fully rectify
and upgrade existing outlets and raise operational efficiency. While
continuing to extend its coverage into county-level outlets, the
Group will also aggressively build a mature engineering channel
operation team to secure engineering resources with higher

Oo0oooooooo

quality. For overseas market, in addition to intensify the cultivation
of existing mature channels, the Group will also actively identify
opportunities of appropriate merger and acquisition to explore sales

O oooogooooooono
O

channels. For other regions such as the Middle East, the Group
will focus on construction projects to build itself into a one-stop
provider of professional lighting solutions. Regarding Internet 020
business, the Group is starting its national deployment in order to
establish 020 marketing system and seize the opportunities arising
from online business, ultimately achieving retail sales growth. In
internal management, the Group has established a risk control
department to further strengthen the construction of corporate risk oooooooboooobo
management and internal control system, as well as safeguard the ooooooooooodd
interests of the shareholders, employees, distributors and suppliers OO0 0000000000 O00O0OO
while ensuring the effective and sustainable development of the

Group.
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Management Discussion and Analysis
OO0O0O0O0000

Financial Review

Revenue

Revenue represents the net amount of the invoiced value of goods
sold, after allowances for returns and trade discounts. During
the Period under Review, the turnover of the Group amounted to
RMB1,772,247,000 representing an increase of 4.1% as compared
with the Corresponding Period. Amidst the slow global economic
growth and intensified competition in the lighting industry, the
Group kept up the growth momentum of the LED lighting products
through enhancing the research and development of new LED
lighting products and technology upgrading. It also set up a
subsidiary specializing in household lighting appliances to expand
its business into the household lighting business sector, resulting
in a significant growth in sales of LED lighting products and
household lighting products. However, due to the replacement and
elimination of traditional lighting products, as well as the reduction
in capacity, market demand and selling prices, revenue derived
from major traditional lighting product lines declined in different
extent.

Revenue by product segments
The table below sets forth the revenue by product segments

(luminaire, lamp and lighting electronic products) and the growth
rate of each segment.

oo

gooo

gobobooobooooboobooboon
gobooboobobooboooon
ooooooooooonrr22470
oooooDDo41%00000000
gobobooobooboboobooo
ooooooLEbODOO0DOODODOOD
oooooLeEboobooooobDoon
gobobooobooboooboooboo
oooobOobooooooooLEbDOD
gobobooobogoobobooboon
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goooooon
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Six months ended 30 June
OO0e03000600

2015 2014
RMB’000 RMB’000 Growth rate
gooo oooo ooo
Luminaire products oooad 1,060,923 1,086,439 -2.3%
Lamp products oooad 580,272 500,564 15.9%
Lighting electronic products gooooaod 131,052 116,204 12.8%
Total oo 1,772,247 1,708,207 4.1%
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Management Discussion and Analysis

goooooon

During the Period under Review, the sales of luminaire products
decreased by 2.3%, mainly due to the slower growth rate of LED
luminaire products as it stepped into a stable development stage
and the continued decline production and prices of traditional
luminaires products resulting from its gradual replacement and
elimination. Sales of lamp products and lighting electronic products
recorded an increase of 15.9% and 12.8% respectively. The lamp
products and lighting electronic products of the Group are mainly
comprised of ODM products for famous international companies.
During the Period under Review, demand and growth in order
were stable in developed markets such as North America and
Europe, together with the subsidiaries’ centralized research and
development of LED lighting products, the Group’s sales of lamp
products and lighting electronic products increased.

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

The table below sets forth the revenue by geographical locations,
NVC brand products and non-NVC brand products and the growth
rate of each item. Our non-NVC brand products primarily consist
of ODM products.

goooooobobobbboo23%bm
ooooLebocoobooooooboon
goobooobooobooboon
goboboooobooboboon
O0O00OO0D0O0000015.9%0000
obobooot128»tnouooooon
gboooboboobobooobob
goobMOCOOOOoOoOOODOOO
goboobooobooboooon
gboooboboobobooobob
ooLebODboooooooooboooon
goooooooboo

oooooooooooooonon
oooooo

gooobobooboboooobon
goooboboooboboooon
goboooooboobobooon
goobMOOOoOO

Six months ended 30 June
OoOen3000600

2015 2014

RMB’000 RMB’000 Growth rate

gooad oooad ooo
Sales revenue from PRC ooooooooo
NVC brand oooo 947,780 978,246 -3.1%
Non-NVC brand oooogd 157,992 136,634 15.6%
Subtotal oo 1,105,772 1,114,880 -0.8%
Sales revenue from ooooooooo

international market

NVC brand oooo 190,370 210,120 -9.4%
Non-NVC brand oooog 476,105 378,207 25.9%
Subtotal oo 666,475 588,327 13.3%
Total oo 1,772,247 1,703,207 4.1%
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Management Discussion and Analysis
O000ddon

Revenue by LED lighting products and non-LED lighting products  [J[EDO OO0 00 LEDO OO 00000

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

Six months ended 30 June
goded3000600

2015 2014
RMB’000 RMB’000 Growth rate
gooad Ooooao Oooo
LED lighting products LEDOD O OO 604,264 512,144 18.0%
Non-LED lighting products OLEDOODOO 1,167,983 1,191,063 -1.9%
Total 0o 1,772,247 1,703,207 4.1%
Cost of sales oooao

Cost of sales mainly consists of the cost of raw materials, D OO0 00O O0O0OOOO0OOOOOOO
outsourced manufacturing costs, direct and indirect labor costs OO0 OO0 00000 O0OO0OO0OOO0OO
and indirect costs. Major raw materials of the Group include iron, OO0 0D OO0 00D O0OO0OOOOO0OO
aluminum and alloys, fluorescent powder, glass tubes, electronics D OO0 D OO0 00OOOOOOOOO
components and LED packaged chips. Outsourced manufacturing O LEDO OO O0OO0ODOO0OOODOOOOO
costs primarily include the cost of purchased semi-finished OO 0000000 O0OOO0O0OOO0OO
products and finished products produced by other manufacturers OO0 000D 000D O0O0OOOOOO0O
and used in the production of our products. Indirect costs primarily OO0 Q000D OO0 OO OdO0QOO0OO0OOOd
include water, electricity, depreciation and amortisation and others. OO 00000000000 OOOO0O

The table below sets forth the composition of our cost of sales:

oooooooooo 201500000
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Management Discussion an
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Six months ended 30 June
O0oed3000600

2015 2014
Percentage in Percentage in
RMB’000  revenue (%) revenue (%)
0000 00000 (%) 00o0od (%)

RMB’000
oooo
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Management Discussion and Analysis
OO0O0O0O0000

The table below shows the gross profit and gross profit
margin by product segments (luminaire, lamp and lighting
electronic products):

(1)

gooooooooooboon
gbobooooooooooon

Six months ended 30 June
OoOen3000end

2015 2014

RMB’000 (%) RMB’000 (%)

oooo (%) oooo (%)

Luminaire products oooo 254,369 24.0% 258,878 23.8%

Lamp products ooog 103,226 17.8% 103,002 20.6%
Lighting electronic oooogo

products 23,344 17.8% 19,697 17.0%

Total oo 380,939 21.5% 381,577 22.4%

During the Period under Review, gross profit margin
of luminaire products increased by 0.2% to 24.0% as
compared with the Corresponding Period, which is mainly
attributable to the gradual maturity of LED luminaire
products’ technology and rigorous cost control measures
by the Group. As a result, the gross profit margin of
LED luminaire products increased by 2.9% to 27.2% as
compared with the Corresponding Period. The gross
profit margin of household lighting products increased
by 7.5% to 27.2% as compared with the Corresponding
Period due to significant contribution by the subsidiary
specializing in household lighting appliances to the gross
profit margin of luminaire products. Gross profit margin of
lamp products decreased by 2.8% to 17.8% as compared
with the Corresponding Period, which is mainly due to
the unsaturated production capacity and decline in selling
price of fluorescent lamps. Gross profit margin of lighting
electronic products increased by 0.8% to 17.8% as
compared with the Corresponding Period, such increase
was mainly attributable to a decrease in raw material prices
and the changes in product mix.

gooboboooooooboboogo
0002%024.0%0 00000
OLEDO 000000 Uooogo
oobooooobooooboo
oLEbOD0oooooooogoo
29%0272%0 0000000
ooobobooooooboboogoo
goooobboooooooggd
ooooooooboooDgr.s%
027r2%00000000000
0028%017.8%0 00000
goooobooooooogoog
oooboboooooboogo
0000000o0oo000.8%
017.8%00000000000
goboooboooog
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(i)

Management Discussion and Analysis

The table below shows the gross profit and gross profit

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

(i) gooooboooooogogg
goooooboobobobooog
oo

Six months ended 30 June

oobeds3oubenn

2015 2014
RMB’000 (%) RMB’000 (%)
oooao (%) oooao (%)
Gross profit from gooooog
PRC sales: gooo
NVC brand oooao 222,940 23.5% 245,039 25.0%
Non-NVC brands ooooo 21,646 13.7% 19,455 14.2%
Subtotal oo 244,586 22.1% 264,494 23.7%
Gross profit from oooooo
international sales: gooo
NVC brand oooao 46,014 24.2% 46,326 22.0%
Non-NVC brands ooooo 90,339 19.0% 70,757 18.7%
Subtotal oo 136,353 20.5% 117,083 19.9%
Total aad 380,939 21.5% 381,577 22.4%

NVC LIGHTING HOLDING LIMITED Interim Report 2015
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Management Discussion and Analysis
00000000

Selling and distribution costs

Our selling and distribution costs mainly consist of freight costs,
advertising and promotion expenses, staff costs and others. Others
include office expenses, custom clearance expenses, travelling
expenses, depreciation and amortisation, insurance fees and other
miscellaneous costs.

During the Period under Review, our selling and distribution
costs were RMB152,937,000, representing a decrease of 13.0%
as compared with the Corresponding Period, which was mainly
attributable to a cut in advertising and promotion expenses and
controlled office expenses. Our selling and distribution costs as a
percentage of revenue dropped from 10.3% to 8.6%.

Administrative expenses

Our administrative expenses mainly consist of employee costs,
amortisation and depreciation, research and development cost,
office expenses and others. Others mainly include taxes, audit fees,
other professional fees, bad debt provision and other miscellaneous
items. These taxes mainly include land use tax and stamp duty in
connection with our administrative functions.

During the Period under Review, our administrative expenses
were RMB186,337,000, representing an increase of 21.9% as
compared with the Corresponding Period. The increase was mainly
attributable to the increases in staff costs and the legal consultation
fees arising from the litigations of last year. Our administrative
expenses as a percentage in revenue increased from 9.0% to
10.5%.

Other expenses
Our other expenses mainly consist of fair value losses from
derivative financial instruments, loss on sale of property, plant and

equipment and scrap materials, donations and other miscellaneous
items.

NVC LIGHTING HOLDING LIMITED Interim Report 2015
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Management Discussion and Analysis
00000000

Cash Flow and Liquidity
Cash flows

The Group met its working capital and other capital requirements
principally with the following: (i) cash generated from our operations,
and (i) short-term bank loans. The table below sets out selected
cash flow data from our consolidated statement of cash flows.

ogogogn
gooo

oboooboooooooboooooon
oooooooooDboooboo@poboon
gooooOooOomooooooooo
gooobobooobobooooboon
goooooo

Six months ended 30 June
d0e03000600

2015 2014
RMB’000 RMB’000
oood goood
Net cash flows from/(used in) oooooomooo
operating activities ooooodo 129,621 (48,581)
Net cash flows (used in)/from ooooooomoad
investing activities gooodo (240,447) 6,330
Net cash flows from/(used in) oooooomooo
financing activities oooodo 81,909 (36,194)
Net decrease in cash and oooooooooooon
cash equivalents (28,917) (78,445)
Cash and cash equivalents at 0o0oooooooo
beginning of period 796,694 1,332,035
Effect of foreign exchange rate oooooooo
changes, net 8,177 (7,678)
Cash and cash equivalents as 00o0ooooooooo
stated in the statement of ooooooood
financial position and cash flows ooo 775,954 1,245,912

As at the end of the Period under Review, the cash and bank
balances of the Group were mainly denominated in RMB, HKS,
GBP, BRL and US$. The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised
to conduct foreign exchange business.
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Liquidity
Net current assets and working capital sufficiency

The table below sets out our current assets, current liabilities and
net current assets as at the end of the Period under Review.

Management Discussion and Analysis

ooooooon

ooo
ooooooooooonnn

gobooooobooboogoobooon
gooooobooobobbog

30 June 31 December
2015 2014
20150 20140
60 300 120 310
RMB’000 RMB’000
oooo oooo
CURRENT ASSETS good
Inventories oo 596,665 689,333
Trade and bills receivables opooogooooog 1,261,980 1,218,824
Prepayments, deposits and gooooooog
other receivables ooooon 405,509 342,140
Other current assets gpooooo 28,027 34,369
Restricted bank balance and opoooooooog
short-term deposits oooo 312,115 125,233
Cash and cash equivalents oo0oooogad 775,954 796,694
Sub-total current assets oooooo 3,380,250 3,206,593
CURRENT LIABILITIES gpood
Trade and bills payables oooooooog 608,764 598,055
Other payables and accruals gooooooood 372,284 383,758
Interest-bearing loans googd 183,534 40,948
Government grants oooog 2,078 2,137
Income tax payable ooooo 23,963 18,828
Derivative financial instruments oooooo 1,618 -
Sub-total current liabilities gooooo 1,192,241 1,043,726
NET CURRENT ASSETS ooooo 2,188,009 2,162,867
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As at 30 June 2015 and 31 December 2014, the total net
current assets of the Group amounted to RMB2,188,009,000 and
RMB2,162,867,000, respectively, and the current ratio was 2.84
and 3.07, respectively. In light of our current liquidity position,
the unutilised banking facilities available to the Group and our
projected cash inflows generated from operations, the Directors
believe that we have sufficient working capital for our present
requirements and for the next 12 months.

Capital Management

The following table presents our gearing ratios as at the end of the
Period under Review.

02015060300 020140120 3100
goooboboooboboooon
2,188,0000 0 00O O2,162,8670 00
googoobogzs4gdsorogooon
goooobobobboooooooobo
gooobobooobobooooboon
goooobooobooboooboooon
obobobo120000ooon

oo

gooobobooobobooooboon
ooo

30 June 31 December
2015 2014
20150 20140
60 300 120310
RMB’000 RMB’000
oooo oooo
Interest-bearing loans gooo 183,534 40,948
Total debt oooo 183,534 40,948
Less: cash and short-term deposits gooooooog
(excluding restricted bank balance) ooooooooooon (1,033,628) (867,799)
Net debt ooo N/ADO OO N/AOO0O
Total equity attributable to owners goooooooooo
of the parent 3,263,693 3,247,462
Gearing ratio gooooo N/A OO0 NAD OO
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The primary goal of our capital management is to maintain
the stability and growth of our financial position. We regularly
review and manage our capital structure and make corresponding
adjustments, after taking into consideration changes in economic
conditions, our future capital needs, prevailing and projected
profitability and operating cash flows, projected capital expenditures
and projected strategic investment opportunities. We manage our
capital through monitoring our gearing ratio (which is calculated
as net debt divided by the total equity attributable to owners of
the parent). Net debt is the balance of interest-bearing loans less
cash and short-term deposits (excluding restricted bank balance).

Inventories

The balance of inventories represented our balance of stock of
raw materials, work in progress and finished goods as at the
end of the Period under Review. We monitor our inventories on a
regular basis. For the six months ended 30 June 2015, turnover of
average inventories (in days) (Average inventories equal inventories
at the beginning of the period plus inventories at the end of the
period (after provision for impairment of inventories), divided by
two. Turnover of average inventories (in days) equals the average
inventories divided by the cost of sales and then multiplied by 180)
was 83.2 days, while it was 87.7 days during the Corresponding
Period.

More details about the inventories are provided in note 12 to the
interim condensed consolidated financial statements on page 67
of this report.
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Trade and bills receivables

Trade receivables of the Group represent proceeds receivables
from sale of goods. Our trading terms with our customers are
mainly on credit, except for new customers where payment in
advance is normally required. The credit periods generally range
from 30 to 180 days. We seek to maintain strict control over our
outstanding receivables and have a credit control management
system to minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the aforementioned
and the fact that our trade receivables relate to a large number of
diversified customers, there is no significant concentration of credit
risk. Trade receivables are non-interest-bearing.

During the six months ended 30 June 2015, turnover of average
trade and bills receivables (in days) (Average trade and bills
receivables equal trade and bills receivables at the beginning of
the period plus trade and bills receivables at the end of the period
(before provision), divided by two. Turnover of average trade
and bills receivables (in days) equals the average trade and bills
receivables divided by revenue and then multiplied by 180) was
140.4 days, while it was 141.0 days during the Corresponding
Period.

More details about the trade and bills receivables are provided in

note 13 to the interim condensed consolidated financial statements
on page 68 to page 70 of this report.
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Trade and bills payables

During the six months ended 30 June 2015, turnover of average
trade and bills payables (in days) (Average trade and bills payables
equal trade and bills payables at the beginning of the period plus
trade and bills payables at the end of the period, divided by two.
Turnover of average trade and bills payables (in days) equals
average trade and bills payables divided by cost of sales and then
multiplied by 180) was 78.1 days, while it was 68.2 days during
the Corresponding Period.

More details about the trade and bills payables are provided in note
14 to the interim condensed consolidated financial statements on
page 71 to page 72 of this report.

coooooboon

oo20150e60300 060000000
ooooboobobooboobon
gooobooboooboboooobon
goooboboooboboooobon
oogobooooboooooboon
gooobooboooboboooobon
ooooooosogors.1tgoonOO
0e8.200

goooboboooboboooobon
oooooo71oboO0or20b00O0o0On
oooooobooi4n

Interest-bearing loans oood
30 June 2015 31 December 2014
20150 60 300 20140120310
Contractual Contractual
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
0000 (%) 000 0ooo 0000 (%) 0oo 0ooo
Current oooo
Bank loans - secured oooooooo Base*+1.90 On demand! 33,168 Base*+1.90 On demand 40,948
0000*1.90 ooooot 0000%+1.90 0oooo
5.35% 10 April 20162 27,800 -
20160 40 1002
5.35% 30 April 2016° 22,200 -
2016040 300
3.20% 3 June 2016° 100,366 -
20160 60 30°
Total 0o 183,534 40,948
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! The secured bank loan represented a GBP-dominated secured
facility amounting to GBP5,000,000 (31 December 2014:
GBP5,000,000), of which GBP3,440,000 (31 December 2014:
GBP4,291,000) had been utilised as at the end of the Period under
Review. The bank loan was secured by the pledge over certain
trade receivables amounting to RMB33,168,000 (31 December
2014: RMB40,948,000) and short-term deposits amounting
to RMB51,000,000 (31 December 2014: RMB54,100,000). In
accordance with the contract, the loan was repayable upon the
collection of the factored trade receivables and carried a floating
interest rate based on the Base plus 1.90%.

2 The secured bank loans represented a RMB-denominated secured
facility with limit amounting to RMB50,000,000 (31 December 2014:
Nil), of which RMB50,000,000 (31 December 2014: Nil) had been
utilised at the end of the Period under Review. The bank loan was
secured by the pledge over certain short-term deposits amounting
to RMB51,850,000 (31 December 2014: Nil).

8 The secured bank loan represented a RMB-denominated loan
of RMB100,366,000 (31 December 2014: Nil) in relation to the
discounting of bills receivables with the right of recourse, of which
the principal amount is RMB103,304,000 (31 December 2014:
Nil) and the deductible un-amortised interest adjustment cost is
RMB2,938,000. The bank loan was secured by the pledge over
certain short-term deposits amounting to RMB100,000,000 (31
December 2014: Nil).

“Base” means the Bank of England base rate.
As at 30 June 2015, the fair values of interest-bearing loans

approximate to their carrying amounts largely due to the short-
term maturities.
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Capital expenditure

We finance our capital expenditure from cash generated from
operations and bank loans. Our capital expenditure primarily
relates to expenditure on property, plant and equipment, prepaid
land lease payments and other intangible assets. During the
Period under Review, our capital expenditure amounted to
RMB29,429,000, mainly consist of the addition of machinery,
moulds, non-production equipment and intangible assets.

Off-balance Sheet Arrangement

We did not have any outstanding derivative financial instruments
or off-balance sheet guarantees for outstanding loans. We did
not engage in trading activities involving non-exchange traded
contracts.

Capital Commitments
The details to capital commitments are provided in note 22 to the

interim condensed consolidated financial statements on page 92
to page 94 of this report.

Management Discussion and Analysis
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Connected Transactions, Possible Connected
Transactions and Continuing Connected
Transactions

Apart from the connected transactions and possible connected
transactions as disclosed in its announcements dated 8 October
2014, 19 November 2014 and 13 May 2015, the Company
recently became aware of two Purported Guarantees as described
under “Events after the Period under Review” in note 23 to the
interim condensed consolidated financial statements. The First
Purported Guarantee was apparently entered into by Mr. WU
Changjiang, purportedly on behalf of NVC China, to guarantee
certain obligations of En Wei Xi owed to the Bank. The Second
Purported Guarantee was apparently entered into by Mr. WU
Changjiang, purportedly on behalf of NVC China, to guarantee
certain obligations of Ms. WU Lian owed to a PRC finance
company. As each of En Wei Xi and Ms. WU Lian is an associate of
Mr. WU Changjiang, our former director, and therefore a connected
person of the Company at the material time, in the event that the
First Purported Guarantee and/or the Second Purported Guarantee
is determined to be legally valid, the provision of such a guarantee
for the benefit of En Wei Xi and/or Ms. WU Lian, as applicable,
would constitute a connected transaction under the Listing Rules.
The Board would like to reiterate that the entering into of two
Purported Guarantees was not carried out with the knowledge
of the current Board. Please refer to the announcements of the
Company dated 13 August and 9 September 2015 for more details.

In addition, as described in the Company’s announcement dated
14 May 2015 and the Group’s annual report for the year ended
31 December 2014, eight letters of counter guarantee had been
issued by Wu Ji, pursuant to which Wu Ji provided counter
guarantees to NVC China in respect of its potential losses arising
from certain pledge and guarantee agreements entered into by Mr.
WU Changjiang, purportedly on behalf of NVC China. The Company
has reason to believe that Wu Ji may be an associate of Mr. WU
Changjiang, and accordingly, may potentially be a connected
person of the Company. If Wu Ji is a connected person of the
Company, then the letters of counter guarantee may constitute the
receipt by the Company of financial assistance from a connected

NVC LIGHTING HOLDING LIMITED Interim Report 2015
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person, and may therefore be connected transactions of the
Company. The letters of counter guarantee are currently referred
to in ongoing litigations in the PRC involving NVC China, and the
Board notes that the court has not yet made a determination in
relation to their legal validity and enforceability. Please refer to
the announcement of the Company dated 2 September 2015 for
more details.

During the Period under Review, the continuing connected
transactions of the Group, which were announced previously,
do not exceed the applicable annual caps disclosed in the
announcements dated 19 December 2012, 11 June 2013 and 28
August 2013, respectively.

Merger and Acquisition

The Group made no acquisition, merger or sale of subsidiaries and
associates for the Period under Review.

Use of Proceeds from the Initial Public Offering

We did not use the proceeds from the Global Offering in a manner
different from that detailed in the Prospectus of the Company
dated 7 May 2010.

Significant Investment

During the Period under Review, the Group had no significant
investment. Save as disclosed in the prospectus of the Company
dated 7 May 2010, the Group did not have any plan for significant
investment during the Period under Review.
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As disclosed in the Group’s annual report for the year ended
31 December 2014, the Group is currently a defendant in
a lawsuit brought by a PRC bank alleging that the Group
should assume guarantee liabilities (as disclosed in (a)
above, for year ended 31 December 2014) according to a
purported guarantee agreement entered into by NVC China
and the PRC bank. A court order was issued to freeze
deposits of RMB62,000,000 of NVC China. The Directors
consider that the likelihood of the Group sustaining losses
from the purported guarantee is remote and, accordingly,
have not provided for any claim arising from the litigation,
other than the related legal and other costs. For details,
please refer to the Group’s annual report for the year ended
31 December 2014.

In addition to the legal proceeding mentioned above, in
July 2015, the Group became aware that NVC China had
become a defendant in a complaint brought by a PRC bank
alleging that NVC China was jointly liable as a guarantor
for the obligations of En Wei Xi owed to the PRC bank
amounting to RMB35,497,000 plus interest thereon in
connection with an agreement with a facility amount of
RMB35,500,000. In August 2015, the Group became aware
of another complaint brought by a PRC finance company
alleging that NVC China was jointly liable as a guarantor for
obligations owed by Ms. WU Lian, who is understood to be
the spouse of Mr. WU Changjiang, to the finance company
amounting to RMB34,000,000 plus penalty interest pursuant
to several agreements in relation to a credit facility with a
maximum loan amount of RMB40,000,000 entered into
between the finance company and Ms. WU Lian.

The Group is seeking legal advice in relation to the
implications of the above complaints.
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Pledged Assets

As at 30 June 2015, in addition to the pledged assets mentioned in
note 15 to the interim condensed consolidated financial statements,
the following assets of the Group were pledged, as applicable:

(1) In accordance with several letters of bank acceptance,
deposits with carrying amounts of RMB40,666,000 (31
December 2014: Nil) were pledged for issuing bank
acceptance.

2) In accordance with several agreements for issuing
letters of guarantee, deposits with carrying amounts of
RMB8,001,000 (31 December 2014: RMB10,428,000) were
pledged.

3) The amount represented deposits with carrying amounts of
RMB1,000,000 (31 December 2014: RMB1,500,000) were
pledged for application of assets preservation.

Investment in a Subsidiary

On 26 January 2015, Huizhou NVC, a wholly-owned subsidiary
of the Group, established Zhongshan NVC with three natural
persons where Huizhou NVC holds 50% of the equity interest.
The principal activities of Zhongshan NVC comprise the research,
development, manufacture and sale of lamps, luminaries and LED
lighting products, with a registered capital of RMB15,000,000.

According to an agreement entered into between the Group and an
individual shareholder who held 4% of shareholdings of Zhongshan
NVC, the voting rights of 4% shareholdings owned by this individual
shareholder were granted to the Group.

Based on the above, Zhongshan NVC is considered as a subsidiary
of the Group.
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Employees 0o

As at 30 June 2015, the Group had approximately 8,667 120150603000 00000000
employees in total (31 December 2014: 8,414 employees). During 0O 0 8,66700 20140 120 310 0 8,414
the Period under Review, the relevant employee salary and benefit O O O0O0000000O0O0O0O0OO
expense was RMB292,726,000 (including share option expense of O 0O 00 0292,7260 00000000
RMB36,000), while our employee salary and benefit expensewas OO O003600ML 00000000
RMB267,464,000 (including share option expense of RMB127,0000 O 0O 00O OO OO 0O O267,4640 O
for the Corresponding Period. The Group will regularly review 000000000 O0OODO127000H0
remuneration and benefits of its employees according to the OO0OO0OOOO0O0O0O0O0OOOOO00OO
relevant market practice and individual performance of the OO O0O0OOOO0OOO0OOOO0OOOO
employees. In addition to basic salary, employees are entitedto OO0 0O00OO0OO0OOO0O0OOOO0OO
other benefits including social insurance contributions, employee OO0 O0000O0O0O0O0O0O0O00O0O00O
provident fund schemes, discretionary incentive and share option OOO0OOOD0O OO

schemes.

Market Risks ggoo

We are exposed to various market risks in the ordinary course 0000000000000 O0OOO

of business. Our risk management strategy aims to minimisethe OO0 0O000O0O00O0O00OCODOOOO

adverse effects of these risks to our financial results. goooboboooooooooooo
oo

Foreign currency risk good

We are exposed to transactional currency risk. Such risk arises U0 0O 0000000 OOOOOO
from sales or procurement by an operating unit in currencies U0 O0O0O0O0OO0OO0OO0OOOO0OOOO
other than its functional currency. As aresult, we are exposedto OO DO ODO0OOODODOOODODOO
fluctuations in the exchange rate between the functional currencies U OO0 000000000000
and foreign currencies. During the Period under Review, the Group OO O00O000000O0O0O0O00O0O
had entered into several forward currency contracts in placeto 000000000000 00O00O0
hedge the foreign exchange exposure, and did not experience U0 O 0000000000 0OO0O
any material difficulties or negative impacts on our operationsor OO OO0O0O00O00OO

Ooooo0oood

liquidity as a result of fluctuations on currency exchange rates.
Commodity price risk gooooo

We are exposed to fluctuations in the prices of raw materials 00O 0000000000000
which are influenced by global as well as regional supply and OO0 00000O0O0000O0O00O
demand conditions. Fluctuations in the prices of raw materials OO O0OOO00OO0OO0OO0OO0OO0OO0OO
could adversely affect our financial performance. We didnotenter OO0 0000000000000
into any commodity derivative instruments to hedge the potential OO0 0000000000000 0O0
commodity price changes. oon
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Liquidity risk

We monitor our risk of having a shortage of funds by considering
the maturity of our financial instruments, financial assets and
liabilities and projected cash flows from operations. Our goal
is to maintain a balance between continuity and flexibility of
funding through the use of bank loans and other interest-bearing
loans. Our Directors have reviewed our working capital and
capital expenditure requirements and determined that we have no
significant liquidity risk.

Credit risk

Our major credit risk arises from exposure to a substantial number
of trade and bills receivables and prepayments, deposits and
other receivables from debtors. We have policies in place to
ensure that the sales of products are made to customers with an
appropriate credit limit, and we have strict control over credit limits
of trade receivables. Our cash and short-term deposits are mainly
deposited with registered banks in China and Hong Kong. We also
have policies that limit our credit risk exposure to any financial
institutions. The carrying amounts of trade and bills receivables,
prepayments, and deposits and other receivables, cash and cash
equivalents and short-term deposits included in the consolidated
statement of financial position represent our maximum exposure
to credit risk in relation to our financial assets. We have no other
financial assets which carry significant exposure to credit risk. In
2014, we entered into a number of one-year insurance contracts
with China Export & Credit Insurance Corporation, which covered
up to 85% of uncollectible receivables from PRC sales and 90%
uncollectible receivables from international sales during the period
from 1 December 2014 to 30 November 2015 with a maximum
compensation amount of RMB32,000,000 for PRC sales and
US$30,000,000 (equivalent to approximately RMB183,570,000)
for international sales. We purchased such insurance in order to
minimise our exposure to credit risk as we expand our business.
We plan to renew such insurance contracts when they become
due.
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Interests and Short Positions of Substantial
Shareholders in the Shares and Underlying

Shares

As at 30 June 2015, so far as the Directors and chief executive
of the Company are aware, the following shareholders (other than
Directors or chief executives of the Company) had 5% or more
interests or short positions in the issued shares and underlying
shares of the Company which were recorded in the register
required to be maintained by the Company pursuant to Section

336 of the SFO:

Name of shareholder

oooo

Nature of interests

oooo

Class of shares

oooo

googd
googd

Number of
shares or
underlying
shares
god
oooooa

T

Disclosure of Interests
oo

gobgoobogd

g20160e603000 00000000
goboooboobooooobooon
goossedooooooooooon
googooobooooooooooobo
gooooboooooooooobobo
0005% 0000000000

Percentage
of the total
issued shares
gooooo
oooooo

Elec-Tech International (H.K.)
Company Limited
doododoooooooo

Elec-Tech International Co., Ltd.
goo0o0oooboobooooo

SB Asia Investment Fund Il L.P.

Schneider Electric Asia Pacific Limited

Schneider Electric Industries SAS

Schneider Electric SA

GS Direct, L.L.C.

The Goldman Sachs Group, Inc.

Beneficial owner
oooog

Interest of corporation
controlled by the
substantial shareholders

goooooooooooo

Beneficial owner
goooog

Beneficial owner
ooooo

Interest of corporation
controlled by the
substantial shareholders

ooooooooooooag

Interest of corporation
controlled by the
substantial shareholders

ooooooooooooa

Beneficial owner
ooooag

Interest of corporation
controlled by the
substantial shareholders

gooo0Ooocooooooo

Ordinary shares
goo

Ordinary shares
gon

Ordinary shares
goo

Ordinary shares
goo

Ordinary shares
goo

Ordinary shares
goo

Ordinary shares
ooo

Ordinary shares
aoo

845,746,000 (L)
(Note 1)
oooito

845,746,000 (L)
(Note 2)
oooazo

578,711,000 (L)

288,371,000 (L)

288,371,000 (L)
(Note 3)
oooso

288,371,000 (L)
(Note 3)
oooso

177,351,000 (L)

187,335,757 (L)
(Note 4)
oon4o

27.03%

27.03%

18.50%

9.22%

9.22%

9.22%

5.67%

5.99%

oooooooooo 201500000
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Notes:

T —
Disclosure of Interests

ooon

(L) represents long position.

These shares are held by Elec-Tech International (H.K.) Company
Limited. As Elec-Tech International (H.K.) Company Limited is a
wholly-owned subsidiary of Elec-Tech International Co., Ltd., Elec-
Tech International Co., Ltd. is deemed to be interested in all these
shares.

These shares are held by Schneider Electric Asia Pacific Limited.
As Schneider Electric Asia Pacific Limited is a wholly-owned
subsidiary of Schneider Electric Industries SAS, which in turn is
a wholly-owned subsidiary of Schneider Electric SA, Schneider
Electric Industries SAS and Schneider Electric SA are deemed to
be interested in these shares.

These shares are held by GS Direct, L.L.C. (177,351,000 shares),
Goldman Sachs (Asia) Finance (5,725,000 shares), Goldman
Sachs International (3,987,000 shares), Goldman Sachs Asset
Management, L.P. (272,000 shares) and Goldman, Sachs & Co.
(757 shares), respectively. As all these companies are held by The
Goldman Sachs Group, Inc. directly or indirectly, The Goldman
Sachs Group, Inc. is deemed to be interested in the shares held
by the aforesaid companies in the Company.

Save as disclosed above, as at 30 June 2015, so far as the
Directors are aware, no other person (except the Directors and

chief executives of the Company) or corporation had 5% or more

interests or short positions in the shares and underlying shares of

the Company which were recorded in the register required to be

maintained by the Company pursuant to Section 336 of the SFO.
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Disclosure of Interests
oo

Interests and Short Positions of Directors and
Chief Executives in the Shares, Underlying
Shares and Debentures

As at 30 June 2015, the interests and short positions of the
Directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
SFO) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO), or recorded
in the register required to be maintained pursuant to Section 352
of Part XV of the SFO, or which were otherwise required to be
notified to the Company and the Stock Exchange pursuant to the
provisions of the Model Code were as follows:

a. Long positions in the shares of the Company

OO
OO

gogoogobood
gooooobbbogd
U

gz20160e03000 00000 O0On
gooooboboooooooboobo
gooDoooooooxXxvooooooo
goooooboooooooooo
oooooXxvooogrosoooooo
ooooooooooboobobobooDon
goboboboooooooooobobo
OdoboOooooooobooobgXvo
ggss200ooooooooooon
gooobobooobobooobon
gooooooo

a. QoooOOO

Number of
shares or Percentage
underlying of the total
Name of Director Nature of interests Class of shares shares issued shares
goa oooooo
oooo oooo oooo ooooon oooooo
LIN Ho-Ping Beneficial owner Ordinary shares 22,274,000 (L) 0.71%
ooo 0oooo ooo (Note 1)
oooio
Note: oon
1. (L) represents long position. 1. LWooooag
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Disclosure of Interests
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Long positions in shares of our associated
corporations

As at 30 June 2015, none of the Directors or chief
executives of the Company have or are deemed to have
interests or short positions in the shares, underlying shares
or debentures of the Company’s associated corporations
(within the meaning of Part XV of the SFO) which were
notifiable to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or
deemed to have under such provisions of the SFO), or
recorded in the register required to be maintained by the
Company pursuant to Section 352 of the SFO, or which
were notifiable to the Company and the Stock Exchange
pursuant to the provisions of the Model Code.

Controlling Shareholders

During the Period under Review, the Company did not have any

controlling shareholder.

Share Option Scheme

NVC LIGHTING HOLDING LIMITED Interim Report 2015

b. 0000O00O0D0OO

gzotsde03o0booooog
goooooboooooogogg
goooooooooooogo
Xvoooooobooooooo
gooooooboobooog
ooooooooxvg orgsg
gooooboooooogoooo
goopooooooogooboooo
goooObooooooboboooo
gboooooboooboooo
googgss20nogoooonoo
gooooboooooogogd
gooooobooboo

gooogd

gooooobbobobbooogo

gogon

obooooboooooooooboon
obooobooooooobooobooon
ooooogooz2oiog4b2ro O
gooobobooboboooobon
gooboboooooobobobon
gobooboooboobooboon
gobobooobooooboboon
goboboooobgooboboon

goboooobooooobboooboo

goomooooooooooono
gooobobooobobooobon
oboooooooboobooogooon
oooobooooobooooboon
oogobooooooboooooobooon
gobooobooobooboboon
goboobooobgooboboon
gooobobooboboooobon
gioobooooooooboogon
gobobooobooooboboon
gooooo



e

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme or any other share option schemes adopted by the
Company shall not exceed 10% (the Company may refresh the
10% limit in certain conditions) of the aggregate of the shares in
issue on the listing date or 30% of the shares in issue from time
to time. The total number of shares issued and to be issued upon
exercise of the options granted to each participant under the
Share Option Scheme or any other share option scheme adopted
by the Company in any 12-month period must not exceed 1%
of the shares in issue. Any further grant of options which would
result in the number of shares issued as aforesaid exceeding
the said 1% limit requires shareholders’ prior approval with the
relevant participant and his associates abstaining from voting. At
the time of grant of the options, our Company may specify any
minimum period(s) for which an option must be held before it can
be exercised. The Share Option Scheme does not contain any
such minimum period.

The subscription price for the shares the subject of the options
shall be no less than the highest of (a) the closing price of the
shares as stated in the daily quotation sheet issued by the Stock
Exchange on the date of grant; (b) the average closing price of the
shares as stated in the daily quotation sheets issued by the Stock
Exchange for the five Stock Exchange business days immediately
preceding the date of grant; and (c) the nominal value of a share
upon its issue. The amount payable by a grantee on acceptance of
a grant of options is US$1. Life of the Share Option Scheme is the
date of the tenth anniversary of the adoption of the Share Option
Scheme. Further details of the Share Option Scheme are set out
in the prospectus of the Company dated 7 May 2010.

During the Period under Review, no option has been granted under
the Share Option Scheme.

Disclosure of Interests
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Pre-IPO Share Option Scheme

The Company adopted the pre-IPO share option scheme (the “Pre-
IPO Share Option Scheme”) approved by the Board on 15 October
2006 and amended on 23 December 2009 and 24 March 2010.
The purpose of the Pre-IPO Share Option Scheme is to assist the
Company in attracting, retaining and motivating key employees,
Directors, consultants and strategic suppliers. The aggregate
number of shares subject to the Pre-IPO Share Option Scheme
is 240,429,000 shares, representing 8.11% of the issued share
capital of the Company following the initial public offering.

Options have been granted under the Pre-IPO Share Option
Scheme and shall expire no later than 10 years from the date
the Board resolves to make the offer of options to the grantees.
Options granted to grantees under the Pre-IPO Share Option
Scheme shall vest immediately to the grantees, or vest to the
grantees at a rate not more than 25% of each such grant for each
year commencing from the date when the grantees can exercise
such options granted to them. The exercise price of these share
options was determined by the Board with reference to the market
value of the Company’s ordinary shares and the Company’s equity
value.

In the event that the Board allows a grantee to exercise an option
granted under this Pre-IPO Share Option Scheme by delivering
shares previously owned by such grantee and unless otherwise
expressly provided by the Board, any shares delivered which were
initially acquired by the grantee from the Company (upon exercise
of a share option or otherwise) must have been owned by the
grantee at least six months as at the date of delivery. The Company
will not be obligated to deliver any shares unless and until it
receives full payment of the exercise or purchase price therefore
and any related withholding obligations and any other conditions
to exercise or purchase have been satisfied. Unless otherwise
expressly provided, the Board may at any time eliminate or limit a
grantee’s ability to pay the purchase or exercise price of any option
granted under this Pre-IPO Share Option Scheme by any method
other than cash payment to the Company. The Board may take all
actions necessary to alter the method of option exercise and the
exchange and transmittal of proceeds with respect to grantees
resident in the PRC not having permanent residence in a country
other than the PRC in order to comply with applicable PRC foreign
exchange and tax regulations. Further details of the Pre-IPO Share
Option Scheme are set out in the prospectus of the Company
dated 7 May 2010.
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As at 30 June 2015, details of outstanding options granted under
the Pre-IPO Share Option Scheme are as follows:

Name of the grantee
goooo

Number of
shares
outstanding
as at

1 January 2015
020150
1010
ooooo
oooo

Relationship
with the Group
goooodo

Class of shares
gooo

Number of
shares
outstanding
as at

30 June 2015
(120150
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Corporate Governance HRERERE
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The Directors are of the opinion that, during the Period under
Review, the Company had complied with the principles and
codes provisions set out in the Code, except for Code Provision
A.2.1 which requires that the role of chairman and chief executive
officer should be separated and should not be performed by the
same person. Given that Mr. WANG Donglei assumed the roles of
both chairman and chief executive officer, the Company deviated
from this code provision. Mr. WANG Donglei is the chairman and
general manager of Elec-Tech International Co., Ltd., which is the
controlling corporation of the largest shareholder of the Company,
Elec-Tech International (H.K.) Company Limited. Mr. WANG
Donglei has many years of experience in product research and
development, manufacturing and business management. The dual
role arrangement provides strong and consistent market leadership
and is critical for efficient business planning and decision making

of the Company. As all major decisions are made in consultation gooooboooooogn

with members of the Board and its relevant committees, and gooooooooooaon
O0o0o0ooooooon

0

0

0

there are four Independent Non-executive Directors on the Board a
goooooooooooan
0

0

0

offering independent perspectives, the Board is therefore of
the view that there are adequate safeguards in place to ensure
sufficient balance of powers within the Board. The Board will also

goboooooobooo
gooobooobogooobo
gooooooobooo
gooooon

I Y e e O e Y Y Y s
OoooOooooooooooooooooOoOoQg

continue to review and monitor the practices of the Company for
the purposes of complying with the Code and maintaining a high
standard of corporate governance practices of the Company. Save

OoOoo0ooooooooooooooooooOoao

as disclosed above, the Company had fully complied with the
principles and code provisions as set out in the Code.

Model Code for Securities Transactions godddgoon

The Company has adopted the Model Code asitscode ofconduct OO OO OOO0DOOOOODOO0O
regarding directors’ securities transactions. Specific enquiry has OO0 00000000 OCDOODO
been made to all Directors, and the Directors have confirmedthat OO0 0000000000000
they had complied with all relevant requirements as setoutinthe OO ODOO0OOO0OO0OOOO0O0O0O
Model Code during the Period under Review. oooooo

Oo0Oo0oo
I Iy
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Audit Committee

The Company established an audit committee (the “Audit
Committee”) in compliance with the Listing Rules with written
terms of reference. The primary duties of the Audit Committee are
to review and supervise the financial reporting process and internal
control system of the Company. During the Period under Review,
Mr. WANG Jinsui resigned as an Independent Non-executive
Director with effect from 2 February 2015, therefore, he ceased
to be the member of Audit Committee. Mr. WANG Xuexian has
been appointed as a member of Audit Committee by the Board
on the same date. Currently, the Audit Committee consists of
three members, namely Non-executive Director Mr. LIN Ho-Ping,
Independent Non-executive Director Mr. LEE Kong Wai, Conway
and Independent Non-executive Director Mr. WANG Xuexian,
respectively. Mr. LEE Kong Wai, Conway has been appointed as
the Chairman of the Audit Committee. The Audit Committee has
reviewed and discussed the interim results for the six months
ended 30 June 2015.

Remuneration Committee

The Company established a remuneration committee (the
“Remuneration Committee”) in compliance with the Listing
Rules with written terms of reference. The primary duties of
the Remuneration Committee are to establish and review the
policy and structure of remuneration for the Directors and senior
management. During the Period under Review, Mr. WANG Jinsui
resigned as an Independent Non-executive Director with effect
from 2 February 2015, therefore, he ceased to be the Chairman
of the Remuneration Committee. Mr. WEI Hongxiong has been
appointed as the Chairman of the Remuneration Committee on
the same date. Currently, the Remuneration Committee consists
of four members, namely, Non-executive Director Mr. ZHU Hai,
Independent Non-executive Director Mr. LEE Kong Wai, Conway,
Independent Non-executive Director Ms. WU Ling and Independent
Non-executive Director Mr. WEI Hongxiong.
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Nomination Committee

The Company established a nomination committee (the “Nomination
Committee”) in compliance with the Code with written terms of
reference. The primary duties of the Nomination Committee are
to review the structure and composition of the Board, make
recommendation to the Board on the appointment, re-appointment
of Directors and succession planning for Directors and assess the
independence of Independent Non-executive Directors. Currently,
the Nomination Committee consists of three members, namely,
Executive Director Mr. WANG Donglei, Independent Non-executive
Director Mr. LEE Kong Wai, Conway and Independent Non-
executive Director Ms. WU Ling, respectively. Mr. WANG Donglei
has been appointed as the Chairman of the Nomination Committee.

Strategy and Planning Committee

The Company established a strategy and planning committee
(the “Strategy and Planning Committee”) under the Board with
written terms of reference. The primary duties of the Strategy and
Planning Committee are to propose and formulate the strategic
development plan of the Company for the Board’s consideration.
During the Period under Review, Mr. WANG Jinsui resigned as an
Independent Non-executive Director with effect from 2 February
2015, therefore, he ceased to be the member of the Strategy
and Panning Committee. Currently, the Strategy and Planning
Committee consists of three members, namely, Executive Director
Mr. WANG Donglei, Non-executive Director Mr. ZHU Hai, and
Independent Non-executive Director Ms. WU Ling, respectively.
Mr. WANG Donglei has been appointed as the Chairman of the
Strategy and Planning Committ