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Company Overview

TSAKER CHEMICAL GROUP LIMITED, together with its
subsidiaries, is the world’s largest producer of a number of fine
chemicals that function as critical dye and pigment intermediates.
In 2015, we successfully made headway in production of certain
intermediates for agricultural chemicals and became one of the
world’s major producers. Our production scale of DSD Acid,
a dye intermediate, ranked first in the world and accounted
for approximately 57.4% of the world’s market share. We also
ranked first in the world for the production of DMSS, a pigment
intermediate, and accounted for approximately 27.4% of the
world’s market share. We also ranked second in the world for
the production of another pigment intermediate, DMAS, which
accounted for approximately 21.7% of the world’s market share by
production volume in 2014. On 17 March 2016, we completed the
assets leasing of Phase Il Dongao Chemicals and have become
one of the three largest mononitrotoluene producers in the world.

Dye intermediates are essential derivatives of petroleum products
that after further processing would transform into finished dyes.
DSD Acid and other dye intermediates we produced are the core
dye intermediates, without any comparable substitutes, for the
production of OBA, a chemical that is commonly used to brighten
or whiten paper and textile. OBA is also the core ingredient,
without any comparable substitutes, for the production of dyes for
paper and textile, and fluorescent whitening agents for plastics
and consumer goods. OBA is most likely to be found in daily used
paper, textile, detergents and cosmetics.

Pigment intermediates are essential derivatives of petroleum
products manufactured through a series of chemical reactions
using upstream materials like benzene, toluene and other aromatic
hydrocarbons, and are important raw materials for the production
of pigments, which are materials that change the color of reflected
or transmitted light as a result of wavelength-selective absorption.
DMSS, DATA and other pigment intermediates we produced are
basic material for producing high-end paint pigments for building
and automobile applications, photosensitive polymer, light color
stabilizers, pesticides, bactericide, plastics, pharmaceuticals and
food additives.
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Mononitrotoluene, including PNT, ONT and MNT, are produced
simultaneously during the nitrification of toluene. For PNT, the
major application is for DSD Acid production while for ONT, its
primary application is production of OT, a majority of which is
used to produce agricultural chemicals, particularly for herbicides.
Since an increasing number of individual farms are expected to be
replaced by large-scale modern farms, the usage of agricultural
chemicals is expected to have a substantial increase. ONT can
also be applied in other industries such as the dye and pigment
industry and pharmaceutical industry.

Our owned production facilities are mainly located in Dongguang,
Hebei Province, the PRC and our leased Dongao Production Plant
is located in Dongying, Shandong Province, the PRC. We are
also preparing to construct a new production plant in Dongying,
Shandong Province, the PRC.
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REGISTERED OFFICE
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For the year ended 31 December

BE+-A=1+—HLEE

MBRE
Financial Highlights

2015 2014
—E-HF —EF-0F
RMB’000 RMB’000
AR®TR ARBTT
(Audited) (Audited)
(RER) (RER)

REVENUE Wz
GROSS PROFIT EF
PROFIT FOR THE YEAR FREA
Profit attributable to: FEARER]

Owners of the parent BAREEA

Earnings per share attributable to

ordinary equity holders of the parent: BihER2R
— Basic and diluted - EARREE

For the year ended 31 December 2015, revenue of the Group
amounted to approximately RMB875.7 million, representing a
decrease of approximately RMB21.8 million or 2.4% comparing
with that in the same period of 2014.

For the year ended 31 December 2015, gross profit of the Group
amounted to approximately RMB269.8 million, representing a
decrease of approximately RMB72.4 million or 21.2% comparing
with that in the same period of 2014.

For the year ended 31 December 2015, net profit of the Group
amounted to approximately RMB102.3 million, representing a
decrease of approximately RMB69.2 million or 40.3% comparing
with that in the same period of 2014.

For the year ended 31 December 2015, profit attributable to
owners of the parent of the Group amounted to approximately
RMB102.3 million, representing a decrease of approximately
RMB42.6 million or 29.4% comparing with that in the same period
of 2014.

For the year ended 31 December 2015, basic and diluted earnings
per share of the Group amounted to approximately RMBO0.23,
representing a decrease of approximately RMB0.16 or 41.0%
comparing with that in the same period of 2014.

The Board recommended the declaration of a final dividend of
RMBO0.062 per share, subject to the Shareholders’ approval at the
annual general meeting.

BRAAEBRESEBA

875,711 897,477
269,769 342,235
102,258 171,514
102,258 144,859

AR#RVB) NG
0.237¢ 0.395¢
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Four-Year Financial Summary

Operating results - Summary

Turnover

Gross profit

PROFIT FOR THE YEAR

Profit attributable to:
Owners of the parent

Balance sheet - Summary

Non-current assets
Current assets

Total assets

Current liabilities
Non-current liabilities
Net assets

Financial ratio

Gross profit margin

Net profit margin

Return on equity!

Current ratio®

Debt asset ratio®

Inventory turnover days®

Trade receivables turnover days®®
Trade payables turnover days®
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2015
—E-1f
RMB’000
ARBTR

875,711
269,769
102,258

102,258

593,697
863,539
1,457,236

606,792
8,356
842,088

For the year ended 31 December
BZt-A=1-HLEE

2014 2013 2012
= -z =%-=
RMB'000 RMB'000 RMB000
ARBT R ARBTR ARBTR
807477 863,969 830,161
342,235 257,033 235,958
171,514 132,988 128,689
144,859 109,440 103,459
383,346 267,029 255,017
321,142 483,577 586,214
704,488 750,606 841,21
359,806 396,187 416,035
37,83 28,931 37,252
306,846 325,488 388,004
38.1% 29.8% 284%
19.1% 15.4% 15.5%
54.2% 37.3% 35.6%
089 122 141
36.4% 409% 65.3%
49 51 49
44 4 46
2 58 38
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Four-Year Financial Summary

Notes:

(1)

(2)

(3)

4)

(5)

(6)

Return on equity is derived by dividing net profit by total equity,
where total equity is the average beginning and ending balances
of total equity for the given period.

Current ratio is derived by dividing current assets by current
liabilities at the end of a given period.

Net debt to equity ratio is calculated at interest-bearing loans
and other financial liabilities at the end of the period divided by
the total equity.

Inventory turnover days for a certain period is derived by dividing
the average inventory (the arithmetic mean of the opening and
closing balance of inventory of a given period) by cost of sales
and multiplied by the number of days in the relevant period.

Trade receivables turnover days for a certain period is derived
by dividing the average trade receivables (the arithmetic mean of
the opening and closing balance of trade receivables of a given
period) by revenue and multiplied by the number of days in the
relevant period.

Trade payables turnover days for a certain period is derived by
dividing the average trade payables (the arithmetic mean of the
opening and closing balance of trade payables of a given period)
by cost of sales and multiplied by the number of days in the
relevant period.
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Chairman’s Report

Dear Shareholders:

On behalf of the Board, | am pleased to report the results of the
Group for the year ended 31 December 2015.

As a world-leading manufacturer of dye intermediates, pigment
intermediates and mononitrotoluene, we constantly enhance our
competitiveness to maintain our leading position in the market. In
2015, we fulfilled two major strategies and laid sound foundations
for our further growth. The first one is the successful listing on
the Main Board of the Stock Exchange. Through this platform
with international access, we enhanced our brand and its visibility
and further strengthened our business as we are able to capture
more business opportunities. In addition, we fulfilled the strategic
goal of reorganizing our product layout in the upper and lower
stream by introducing the manufacturing of the upstream product
mononitrotoluene, which enabled us to gain a larger share in the
agricultural chemical intermediate market.

To expand product layout to capture huge demand in
China’s consumer goods market

Our production of DSD Acid, a dye intermediate, and DMSS, a
pigment intermediate, ranks first in the world, which accounted
for approximately 57.4% and 27.4% of the world’s market share
respectively in 2014. These and other pigment intermediates of
ours such as DMAS and DATA are used as consumer goods
with high growth rate such as paper bleach, dyes for textile and
pigments for cosmetics and pharmaceuticals as well as car
paintings. With our major market China entering into a crucial
period of its economic transformation and the accelerated
urbanization, people have higher demand for consumer goods.
In 2015, while the growth of the GDP of China recorded a slower
pace, the consumer price index (CPI) rose by 1.4%" and the
disposable income per capita by 7.4%", reaching RMB21,966.
These figures show that, although the economy is sliding, the
consumer demand and consumption ability of the Chinese people
are still strong, which provide impetus for continuous growth
to the market of dye intermediates, pigment intermediates and
agricultural chemical intermediates.
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In order to capture the huge demand in the consumer goods
market of China and further reinforce our leading position in the
industry, we executed the strategy of reorganizing our product
layout in the upper and lower stream. Since January 2015,
we have leased the Phase | Dongao Chemicals from Dongao
Production Plant in Shandong to produce the new product
mononitrotoluene, which is an upstream product of DSD Acid.
Through chemical processes, PNT, ONT and MNT can be
produced from mononitrotoluene, where PNT is a necessary raw
material for DSD Acid, ONT and OT are important agricultural
chemical intermediates for herbicide. By virtue of the production
of mononitrotoluene, we not only secured the supply and stable
price of the upstream raw material for DSD Acid but also further
expanded our product portfolio to the agricultural chemical
intermediates ONT and OT and enlarged the market share thereof.

BUSINESS REVIEW

The raw materials of our major products pigment intermediates
and dye intermediates are derivatives of petroleum. In 2015, the
crude oil price decreased over 35.0%?2, while the selling price of
our key product DSD Acid dropped by 22.1%, which is less than
the dropping percentage of crude oil. It shows our bargaining
power in the market. The sales momentum of the main products
stayed at a healthy level, where the sales of DMSS and DATA
increased by 30.6% and 8.3% as compared with last year to 1,670
tonnes and 988 tonnes due to our increased efforts in sales and
marketing and quality enhancement, and the sales of DSD Acid
remained stable at 33,304 tonnes as compared with last year.
Despite such increases in sales, revenue derived therefrom was
offset by the lowered selling prices and our revenue for 2015
decreased by 2.4% as compared with last year to RMB875.7
million. For the year ended 31 December 2015, we recorded listing
expenses of approximately RMB19.7 million, which, coupling
with the higher operating cost of the Dongao Production Plant
due to the preparations for mononitrotoluene production, our
profit attributable to owners of the parent decreased by 29.4%
to RMB102.3 million and net profit attributable to owners of the
parent decreased by 7.4 percentage points to 11.7% for the period,
whereas basic and diluted earnings per share were RMB0.23.

FERE
Chairman’s Report

ATHIETEEERMENREAEFERRE
—SZEERMONTENT BAR=-ZF
—EFBERALTHERESHERE - 1
“E-HF-AR KMESLRFREK
EWRBEEI -8 £EFER—HERF
Ko —WHEREZDSDBZ LHER &
{EEBREAERPNT » ONTRMNT « PNTE
L EDSDENEZRME > MONTROT
AlAEEERREEANEETREREE -
FEREE—HERR  BMEIHREDSD
B0 LR R E  BEHEK  I#E
—SEHERAEZEEPBEONTR
OT > LMERMHE -

E £ 40] ]

rEENFTEER -BERATERBRER
RAERBNEME AR BITER-
R-ZZE—HEF AHEKBLTER
35.0%% ZMEZEmMDSDEZHE
EBRTABETH221%  AMEMTE
EREXRTHANEEERETHRNEE
D ZOBREMPANEREDRSLE—
EEEED  RPANEZEERIERTE
REEDRE Hdh SEREFFEMNH
ERTEHEEBRAEBNURRERFA
DMSSKDATAMEE 2 AlIE Ltk £ F
30.6% % 8.3% * ¥ 1,670Mi &2 988 - ™
DSDEAHI S EE 533,304 1 - B K F[F
ki BEXTZERWHES LA B8
EERTHAEEEKS  EFFEER
—E-HAFNRERLETHR24%ZEAER
WIS TEEL - HE-_ZE—HFET=A
=+—HLEFE BRASELTERANA
ARB197TEET - MEREBRRER
EEE—HERRZAREEREARS
BATRBEAEABGERBEZFRELL T®
204%ZEARM1023EET §AFE
BAEGSHEARERRLL TH7.41M8
BOBE11.7% SREARBERF L
AAR®E0.237T

TSAKER CHEMICAL GROUP LIMITED
KECBREERRAF

11



ER®E

Chairman’s Report

CONTINUOUS RESEARCH AND DEVELOPMENT
AND PRODUCT OPTIMIZATION

Furthermore, we are in a better position than our competitors
in producing quality and competitive products to meet industry
demands as our production and research and development
technologies have been in a leading position in the industry. Our
production bases in Hebei and Shandong, China carry out internal
research and development and constantly upgrade the production
process. Since our establishment, we have insisted on research
and development by ourselves and upgrade of production process
to keep our production costs at a lower level. At present, our
production bases have capabilities at the highest levels across the
world.

GOOD CORPORATE GOVERNANCE AND MULTI-
CHANNEL COMMUNICATION

We have endeavoured to maximize our Shareholders’ value.
Since our listing, we executed our corporate governance policies
strictly and sought to comply with the relevant provisions of the
Corporate Governance Code and Corporate Governance Report
as set out in Appendix 14 to the Listing Rules, ensuring that all
decisions were made on the principles of trust and fairness and
in an open and transparent manner, so as to protect the interests
of all Shareholders. We value the importance of corporate
governance and will continue to review and monitor our corporate
governance practices to ensure the compliance with the Corporate
Governance Code.

We have proactive policies to receive valuable opinions and
suggestions from Shareholders and investors. Through our capital
market department, we maintain our investor relations by regular
and irregular interactions with investment institutions to ensure
prompt communication and understanding. We also publish our
significant business progress and events through press releases
and announcements in accordance with laws and regulations
and on our website to ensure our latest information, messages
and reports are available for inspection and perusal for the
Shareholders and investors in time.
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TO ASSUME CORPORATE SOCIAL
RESPONSIBILITY

We put emphasis on corporate social responsibilities and have
been, and intend to, remain committed to environmental, health
and safety protection in all of our business activities and gratefully
embraced our social responsibilities. We have all permits, licenses
and approvals relating to environmental and safety production in
all material respects. In addition, we have obtained and maintained
Quality Management System 1SO9001:2008, Environmental
Management System 1SO14001:2004 and Occupational
Health Safety Management System GB/T28001-2011 for our
management systems.

With staff members’ growth and development as our consistent
concern, we secure talents to satisfy the middle to long-term
strategic development of our personnel structure and hierarchy
through continuous nurturing mechanisms. In addition to
staff members, we are also concerned with their families. By
establishing good corporate culture and a system designated for
the well-being of staff members which are conducive to their sense
of belonging, we make continuous optimisation and innovations to
offer a variety of benefits to each and every staff member.

We will continue to adhere to our business principles of providing
chemicals of high quality and specifications to customers globally
and promoting social responsibility. We believe that our relentless
pursuit of these goals will lead to sustainable growth, solidify
our leadership and create long-term value for our Shareholders,
employees and communities.
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OUTLOOK AND STRATEGY

In early 2016, crude oil stayed at a low level following the lift of
Iran’s crude oil export ban. However, as such level was among
the historically lows, it was expected that oil price would remain
stable and gradually recover. According to Morgan Stanley?, oil
price will hover at the current level in 2016 due to the over-supply
of crude oil. The expectation that oil price will have a gradual
recovery by the end of 2016 from the current USD30 per barrel
to approximately USD70 per barrel in 2018 will likely lead to a
progressive rally in prices of our dye intermediates and pigment
intermediates in the long run. Furthermore, our product integration
strategy executed in 2015 will manifest its effect in 2016. With a
higher volume of our new products put into the market, we expect
to have a larger market share and higher sales to offset the
pressure of the low oil price on our profits to a certain extent.

Phase | of Dongao Chemicals commenced its operation at full
capacity in the end of 2015, and the sales of agricultural chemical
intermediates such as ONT and OT met expectations from the
fourth quarter to the first quarter of the following year, which
were traditional sales peak seasons. As at 17 March 2016,
Phase Il Dongao Chemicals commenced production. Since
then, the production capacity of mononitrotoluene increases
from 40,000 tonnes to 80,000 tonnes. We expected that in
2016, the revenue of agricultural chemical intermediates section
will increase significantly because of lower production cost as
of effective production scale. We expect the consumption of
our major products DSD Acid, DMSS and DMAS to maintain a
steady growth from 2014 to 2019 with CAGRs of 5.7%, 4.9%
and 4.1% respectively. Furthermore, in order to lower the risk
of concentrated production and further enhance our production
techniques of existing products through modification, we are
constructing a new production plant in Dongying, Shandong
Province in 2015 which will be constructed in three phases and
will be expected to adopt our new proprietary techniques in the
production of DSD Acid. The new plant is expected to complete by
the end of June in 2016 and will help to enhance our production
efficiency, environmental standards and further capacity
expansion.
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At the same time, China’s economy is undergoing a crucial period
of its transformation into an era of consumption, which will drive
up the demand for dye intermediates and pigment intermediates.
The total retail consumption is expected to increase from RMB23.8
trillion in 2013 to RMB45 to 50 trillion by 20204 Furthermore,
as people in China are now more concerned with consumption
relating to health, education and culture, it is expected there will be
a steady growth in sales of fast growing consumer goods applying
the intermediates such as paper, dyes for pharmaceuticals, paint
for vehicles and cosmetics, and the sales of our products will be
driven up.

Based in China, while benefiting from the huge market demand
in the country, we will pay close attention to measures rolled
out by the Chinese government to promote the environmental
industry. The government has been strengthening regulation of
industry segments, which eliminated certain participants not up to
standards. In order to maintain the competitiveness and market
share of our products, we will, in addition to increasing production
and enhancing relevant techniques, conduct continuous research
and development of dye, pigment and agricultural chemical
intermediates and upgrade of production techniques. In 2014, our
research and development centre in Beijing, which is designated
for developing new products, came into operation. We will continue
putting more resources into product development and production
enhancement through, among others, upgrading production
facilities to enhance efficiency and save energy, recycling,
emission reduction, cost reduction and measures for sustainable
development.

In addition to the key market of China, we will also place emphasis
on overseas market. In 2015, approximately 43.8% of our
sales revenue was derived from other countries such as India,
Germany, Japan and the US. According to the forecasts from the
International Monetary Fund World Economic Outlook published
in January 2016, it is estimated that the economy will continue
growing at a rate of 3.4% and 3.6% for 2016 and 2017 respectively,
mainly supported by a probable recovery of economies currently
sluggish such as Brazil and Russia and the moderate upturn
in developed countries. Particularly, the United States, one of
our main export destinations, is expected to maintain its strong
economic activities in general on the back of more upbeat housing
and labour markets and the loose monetary policy. With the
promising economic outlook in overseas markets, we will capture
opportunities to develop such markets to increase our sales
revenue in 2016.
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Looking forward, we will continue our strategy of product
reorganization and extension along the supply chain to develop
more sources of income and enlarge our international market
share. Moreover, we will actively seek quality partners in mergers
or even acquisitions to further diversify our product portfolio and
enhance the overall capacity. In 2016 and 2017, we will develop
new dye intermediate products and raise our brand’s visibility so as
to build higher economies of scale and secure continuous return
and development.
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On behalf of the Board, | would like to extend my heartfelt gratitude
to our Shareholders, business partners and the society for their
support and all staff members for their dedication.

Chairman and Chief Executive Officer,
GEYi,
29 March 2016

! Based on the passage of “Steadily Improved National Economy
in 2015” issued by The National Bureau of Statistics of the PRC,
it shows that the consumer price index (CPI) rose by 1.4%. The
disposable income per capita reached RMB 21,966 throughout
the year, representing a nominal increase of 8.9% as compared
with last year and a real increase of 7.4% as net of price effect.

2 The crude oil price dropped by over 35.0% in 2015 based on the
report of Routers dated on 31 December 2015.

3 According to the report of the Daily Telegraph dated on 5
February 2016, the American investment bank Morgan Stanley
forecasted that the crude oil price will gradually increase in
2016, from USD30 per barrel to approximately USD70 per barrel
in 2018.

4 Chi Fulin, the president of China Institute for Reform and
Development and a vice president of China Society of Economic
Reform, indicated in an article published on www.chinareform.
org.cn in 2014 that it was his estimation that the total retail
consumption would increase from RMB23.8 trillion for 2013 to
RMB45 to 50 trillion by 2020.
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BUSINESS REVIEW

The Group is the world’s largest producer of a number of
fine chemicals that function as dye intermediates, pigment
intermediates and agricultural chemical intermediates. The main
products of dye intermediates and pigment intermediates include
DSD Acid, DMSS and DATA, which are primarily applied as
brightening agents for the end products of life consumables such
as paper and textile, bleach for detergents, pharmaceuticals
and food additives and paint pigments. The main products of
agricultural chemical intermediates are ONT and OT, which are the
principal raw materials for herbicides and pharmaceuticals. The
Group’s products have a wide range of end applications, resulting
in a stable and vast demand.

Currently the Group’s sales network covers the Asian, European
and American regions, such as the PRC, Japan, ltaly and the
United States. For the year ended 31 December 2015, the major
customers of the Group were international chemicals producers
and the top five largest customers of the Group accounted for a
total of approximately 46.8% of the revenue of the Group for the
year (2014: 40.9%). As the nature and quality of the intermediates
directly affect the colour of end products, the Group’s products
cannot be easily replaced once they have entered into the supply
chain of international chemicals producers. Accordingly, the Group
has maintained good business relationship with its customers by
virtue of the consistently high quality of its products.
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PERFORMANCE REVIEW E 4 ] ]
Segment information DEBELE
2015 (audited) DMSS and DSD Acid
other pigment and other dye Mononitrotoluene,
intermediates intermediates OT and others
20155 (KER) DMSS & DSDE K —THERE Total
HfttERmE  HARRTERE SR ERREM EEE
Revenue (RMB'000) KA AREF ) 185,527 552,079 138,105 875,711
Cost of sales (RMB'000) BAARETT) 119,308 361,670 124,964 605,942
Sales volume (Tonnes) HEHS (W) 5,690 33,304 16,453 55,447
Gross profit margin (%) EFE (%) 35.7% 34.5% 9.5% 30.8%
Average unit selling price B TIEE
(RMB/Tonne) ON=-94 ) 32,606 16,577 8,394 15,794
2014 (audited) DMSS and DSD Acid
other pigment and other dye  Mononitrotoluene,
intermediates intermediates OT and others
20145 (E&R) DMSS & DSD#K —HERR. Total
HitpERimE  HARNTER SR RRREM k]
Revenue (RMB'000) KA ARETFR) 185,043 712,434 - 897 477
Cost of sales (RMB'000) BA(ARET ) 123,988 431,254 - 555,242
Sales volume (Tonnes) HEHS (W) 5415 33,498 - 38,913
Gross profit margin (%) EFRIZ (%) 33.0% 39.5% - 38.1%
Average unit selling price BEUTIEER
(RMB/Tonne) (AR /m) 34,172 21,268 - 23,064
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During the Review Year, the Group’s total revenue decreased by
approximately 2.4% to RMB875.7 million, mainly due to the lower
average selling prices of its products. The Group’s products are
crude oil derivatives, and the prices of key raw materials declined
as crude oil price plunged. In order to sustain the profitability along
the upstream and downstream industry chain, maintain a healthy
development of the industry and enhance the competitiveness
of the Group’s products, the Group lowered the average selling
prices of its products. However, sales volume of the main products
of the Group recorded a strong performance during the Review
Year. Among the Group’s main products, sales volume of DSD
Acid remained almost at the same level and represented a slight
decrease of 194 tonnes compared with the same period in 2014;
sales volume of DMSS and DATA recorded significant increases,
by approximately 30.6% and 8.3%, respectively, year-on-year to
1,670 tonnes and 988 tonnes, respectively.

Due to the lower average selling prices of the Group’s products
and the fact that the new products launched by the Group during
the year 2015 were still in a preliminary stage which has higher
production costs and lower gross profit, the overall gross profit
and gross profit margin was slightly affected. The Group’s gross
profit in 2015 was approximately RMB269.8 million, representing a
decrease of approximately 21.2% compared with the same period
in 2014, and the gross profit margin fell by 7.3 percentage points
to 30.8%.

On the other hand, the Group also recorded a decline in net profit,
mainly due to the following four reasons:

(1) Plunge in crude oil price led to the decline in raw material
prices. In order to sustain the profitability along the upstream
and downstream industry chain, the Group took the initiative
to lower the prices of its products, which had an adverse
effect on its overall gross profit margin;

(2) The production facilities (“Phase | Dongao Chemicals”)
with annual production capacity of (a) 40,000 tonnes of
mononitrotoluene (consisting of PNT, ONT and MNT) and
of (b) 6,000 tonnes of NMP were leased from Dongao
Chemicals since January 2015, and therefore, additional
costs and expenses were incurred for the initial production
and market development of such new products of the
Group, which had an adverse effect on the gross profit of
Mononitrotoluene, OT and other segment;
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(4)

Two major explosion accidents occurred in the PRC in the
second half of 2015. Later, the General Office of the People’s
Government of Shandong Province on 1 September 2015
issued the Circular regarding the Explosion Accident at
Shandong Bingyuan Chemicals Co., Ltd. on 31 August 2015
(Lu Zheng Ban Fa Ming Dian [2015] No. 65) (B8R ILER
BRLEERAT 831 BIESHNBER) (BBHEASE
[2015] 6535 )), ordering all hazardous chemicals construction
projects in Shandong Province to stop trial production
without exception. Subsequently, the Office of People’s
Government of Shandong Province and Shandong Province
Administration of Work Safety on 23 October 2015 jointly
issued the Circular on Further Strengthening the Safety
Management of Trial Production of Chemical Construction
Project (Lu An Ban Ming Dian [2015] No. 9) ({B@RE—%
Rt TEREERAEERHREEENBL) (BZMHAS
[2015] 93%) ), slowing down the acceptance and approval
for trial production of hazardous chemicals construction
projects. This has delayed the approval progress for
the additional production facilities of Phase |l Dongao
Chemicals, which the Group has a priority to lease. As such,
Phase Il Dongao Chemicals was unable to commence
production during the year 2015, delaying the production
of additional 40,000 tonnes of mononitrotoluene. However,
initial costs, such as administrative and personnel expenses,
were recorded during the year, imposing pressure on the
Group’s gross profit; and

One-off expenses of approximately RMB19.7 million were
incurred for Listing, causing administrative expenses to
rise. Due to a number of factors, the Group recorded
profit attributable to owners of the parent of approximately
RMB102.3 million in 2015, representing a decrease
of approximately 29.4% compared with approximately
RMB144.9 million in 2014. Excluding the one-off Listing
expenses, adjusted net profit would amount to approximately
RMB121.0 million, representing a decrease of approximately
19.5% from the same period last year.
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DSD Acid and other dye intermediates — accounting for
63.0% of total revenue (2014: 79.4%)

DSDE K Ehr g — (h &
A63.0% (ZE—MF :79.4%)

For the year ended BZE 2015 2014 Change
31 December +TZA=t+—HLEFE —E-HF —E-mEF =X(d
Revenue (RMB million) WA (AREBET) 552.1 712.4 -22.5%
Sales volume (Tonne) SHES (HE) 33,304 33,498 -0.6%
Gross profit margin ER=E 34.5% 39.5% -5.0 percentage
points
(EERE

Average unit selling price BV ERE
(RMB/Tonne) (AR, ) 16,577 21,268 22.1%

The Group is the world’s largest manufacturer of DSD Acid. DSD
Acid is mainly used in the production of optical brightening agents
(OBA), and its end applications include brightening elements of
bleach for textile, brightening of paper and detergents. During the
Review Year, the Group’s products continued to be benefited from
the stable demand of OBA by paper and detergents, and sales
volume of DSD Acid and other dye intermediates remained stable.

During the Review Year, as a result of lower average selling
prices, DSD Acid and other dye intermediates contributed to the
Group’s revenue of approximately RMB552.1 million, representing
a decrease of approximately 22.5% compared with the same
period last year, while revenue from this segment accounted for
approximately 63.0% (2014: 79.4%) of total revenue. Due to lower
average selling prices, gross profit from the segment decreased
by approximately 32.3% to approximately RMB190.4 million,
while gross profit margin dropped by 5.0 percentage points to
approximately 34.5% from approximately 39.5% in 2014. Benefit
from our strong bargaining power and high-quality products, we
were still able to maintain a relatively high gross profit margin.

AEBAZRERWDSDEEER - DSD
BrEEANEEXZXIEAE (OBA) &
HEAZHEBSEA  HREAFEREA
RTPHNEARSSE - OEERN AEEE
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22.5% > MAREB AL EE IR AL63.0%
(ZZE—MF :79.4%) c HRAFHEET
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DMSS and other pigment intermediates — accounting for
21.2% of total revenue (2014: 20.6%)

DMSS Kk HzER A EEE —(hE R
A21.2% (ZE—M4F : 20.6%)

For the year ended BZE 2015 2014 Change
31 December 12B31ALFE Z=T—HF —E-mEF 21t
Revenue (RMB million) BAANREBERT) 185.5 185.0 0.3%
Sales volume (Tonne) HES () 5,690 5,415 51%
Gross profit margin ER=E 35.7% 33.0% 2.7 percentage
points
(EERaE

Average unit selling price BUTFHER
(RMB/Tonne) (AR¥T, W) 32,606 34,172 -4.6%

The Group is the world’s largest DMSS manufacturer and
seller. Meanwhile, the Group is also the world’s second largest
manufacturer of other major pigment intermediates such as
DMAS and DIPS. DMSS and other pigment intermediates have
wide applications, which are mainly used in printing ink, food
additives, and high-performance pigments such as automotive
paints and coatings. As high performance pigments outperform
ordinary pigments in various areas including heat resistance and
light resistance, it is expected that the market demand for high
performance pigments will gradually increase, and the Group’s
pigment intermediates segment will also benefit from it.

For the year, the Group actively explored DMSS and DATA
market. Having benefited from lower costs and the depreciation
of the RMB, the Group provided customers with favourable
commercial terms and was able to attract overseas buyers to
capture more market share. Under the adverse market condition
that the selling price decreased by approximately 4.6%, through
improving the sales volume and expanding the market share, the
revenue of DMSS and other pigment intermediates segment of the
Group has been increased. Overall gross profit from this segment
rose by approximately 8.5% to approximately RMB61.1 million.
Gross profit margin from the segment increased by 2.7 percentage
points to approximately 35.7%.
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Mononitrotoluene, OT and others — accounting for 15.8% of
total revenue (2014: 0)

—HERRX OTRHM —(FEERA
15.8% (ZZE—MF : 0)

For the year ended BZE 2015 2014 Change
31 December 122A31BLEEE —E—-HF —E-NF 21t
Revenue (RMB million) BAANREBET) 138.1 - -
Sales volume (Tonnes) tHE= () 16,453 - -
Gross profit margin ER=E 9.5% - -
Average unit selling price BAFHERE

(RMB/Tonne) (AR¥ETT W) 8,394 - -

In order to further enrich its product portfolio, the Group actively
implemented its upstream and downstream product integration
strategy during 2015. Since January 2015, the Group has leased
Phase | Dongao Chemicals to produce mononitrotoluene, and
began production in February 2015.

Mononitrotoluene generates three chemical materials
simultaneously through chemical process, namely PNT, ONT and
MNT. PNT is a major raw material for DSD Acid production. After
achieving its own production of mononitrotoluene, the Group is
able to control the upstream supply of raw materials. In addition,
ONT and OT are important intermediates in the production of
herbicides, and the production of mononitrotoluene will further
expand the Group’s portfolio of downstream products and provide
new sources of revenue. The Group expects that the continuous
growth of the demand for herbicides will promote the rapid
development and growth of the segment.

During the Review Year, through a period of operation and
technical upgrades, the Group further developed the market of
ONT and OT products and expanded its market share. Meanwhile,
the research and development department of the Group also
carried out technical upgrade in terms of production technology,
thereby reducing production costs, improving product quality and
further enhancing the market competitiveness of the Group’s
products. In the fourth quarter of 2015, the capacity utilization rate
of mononitrotoluene increased to 80% with 100% sales/production
ratio. This segment contributed revenue of approximately
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RMB138.1 million to the Group, accounting for approximately
15.8% of total revenue. Gross profit from the segment amounted
to approximately RMB13.1 million and gross profit margin was
9.5%. Mononitrotoluene, OT and other products had lower gross
profit margins compared with the Group’s other products, as this
segment was in an early business development stage, intense
market competition as well as higher initial production costs.

EXPORT

In 2015, the export revenue of the Group amounted to
approximately RMB383.5 million, representing a decrease of
approximately RMB89.8 million or 19.0% as compared to the
export revenue of approximately RMB473.3 million in 2014, mainly
due to the decrease in average sales price of DSD Acid and other
dye intermediates.

In 2015, the export revenue attributed approximately 43.8%
to the total revenue, representing a decline as compared to
approximately 52.7% in 2014, mainly because the revenue of
mononitrotoluene, OT and other new products amounting to
approximately RMB138.1 million was all derived from domestic
sales in 2015.

RESEARCH AND DEVELOPMENT

The Group will continue to place emphasis on and devote more
resources into the Group’s research and development activities. In
2015, with regard to new product development, the Group actively
sought cooperation with downstream manufacturers to develop
new products to respond to movements in market demand and
new demand for intermediates arising from downstream products.
Synthesis procedures were completed for two new products and
pilot testing had been completed for two new products. Regarding
to improving existing products, the Group made use of the
advantage possessed by its Hebei Dye and Pigment Intermediates
Engineering Technology Research Centre (Gidt & 24 E2EEH
R RE T2 iTRZE Fh/0y) and completed 20 engineering technical
modification projects in relation to enhancing technical standards,
energy saving and promotion of environmental protection.
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Particularly, the production technology of TCCBM, DATA and
other products had been improved, which will be implemented in
the Group’s production in 2016 and is expected to further reduce
production costs. Further research was made on subsequent
processing of by-products of DSD Acid to increase their
commercial value. Technical adjustments were made to systems
of Phase | Dongao Chemicals to solve issues identified during the
trial operation.

As at 31 December 2015, the application for three patents had
been completed, and such patented technologies are expected
to save energy, increase utilisation rate and reduce costs during
production when implemented. In the future, the Company will
continue to increase its efforts on research and development
to develop and accumulate new technologies and focus on
creating and implementing clean production technologies. The
Company believes that its strength in this respect will ensure the
competitiveness of its products in the market and secure forces
which can propel its further growth and development.

OUTLOOK

The business environment was full of challenges in 2015. To cope
with the plunge in crude oil price, the Group took the initiative
to lower its product prices to maintain its competitiveness. The
management believes that there is a low likelihood that the price
of crude oil will further decline sharply, but expects it to rebound
and stabilize in 2016. In general, under the Group’s cost-plus
pricing model, the increase in crude oil price will result in the
gradual increase in the prices of the Group’s products, and thus
improve the profitability of these products. On the other hand, the
accelerated urbanisation in the PRC drove up the demand for daily
consumer goods and provided new growth drivers for each of the
business segments of the Group.

The Directors expect that the consumption of the Group’s various
products will rise steadily in the coming years. Among which the
global market consumption of DSD Acid is expected to increase to
69,000 tonnes by 2019 at a CAGR of 5.7%. For other segments,
the global market consumption of DMSS and DMAS will grow at
a CAGR of 4.9% and 4.1%, respectively, in the next four years,
showing sustained and stable growth potential. To seize market
opportunities, the Group will actively implement the following four
strategies:
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First, in order to enhance and upgrade its existing production
process, the Group is actively developing hydrogenation
technology to produce DSD Acid. Compared to the existing iron
powder reduction technology, hydrogenation technology is more
environment-friendly and in compliance with the national industry
development trend. In view of this, the Group started to build a new
plant in three phases in Dongying, Shandong Province in 2015.
The construction of the first phase with a capacity of 20,000 tonnes
of DSD Acid is expected to complete in the first half of 2016. The
Group will upgrade its current production technology based on the
future demand of the market and the policy changes of the industry
as and when appropriate.

At the same time, the Group will further enhance the capacity of its
key products. The downstream product of pigment intermediates
DMAS is mainly used for food yellow colours, agricultural-used
chemicals and food additives. The Group’s annual designed
production capacity of DMAS is expected to be increased to 4,500
tonnes from the existing 1,500 tonnes. The additional production
capacity is expected to be commenced in the fourth quarter of
2016 and make significant contributions to the revenue of the
Group. On the other hand, in order to implement its upstream
and downstream integration strategy, the Group began its own
production of mononitrotoluene in early 2015. The Phase | Dongao
Chemicals has commenced production, with an annual designed
production capacity of 40,000 tonnes of mononitrotoluene, and
the Phase Il Dongao Chemicals commenced production in March
2016, with an additional annual designed capacity of 40,000
tonnes of mononitrotoluene. The enlarged annual designed
production capacity of 80,000 tonnes of mononitrotoluene is
expected to meet 80% of the Group’s demand for PNT, a raw
material for DSD Acid. This would not only reduce external
purchases of PNT raw material, but also can effectively control the
supply and demand of PNT, making the production of DSD Acid
more stable.
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In addition to upgrading production process and increasing
production volume, the Group will also increase investment in new
products. As the production of ONT and OT will bring an additional
source of revenue and diversify business risks of the Group, in
the coming year, the Group will strengthen the bargaining power,
discourse right and the market share of ONT and OT. Meanwhile,
the Group is conducting a research on the large-scale production
of CDMA, a new pigment intermediate, which is mainly used in the
production of pigment yellow 83 and can be widely applied in the
colouring of plastic materials such as PVC. With the strong market
demand for the light resistance and heat resistance of pigments,
the Group expects CDMA, which is used in high performance
pigments, to benefit from it and become a new growth driver for the
Group in the future.

To further consolidate the market position of each segment, the
Group will explore mergers and acquisitions in the market with
great potential to pursue the Group’s long-term goals of upstream
and downstream expansion. Looking ahead, the management of
the Company has full confidence in the future prospects of the
Group and believes that greater returns can be created for the
Company and the Shareholders in the coming year.

FINANCIAL REVIEW

Revenue and gross profit

In 2015, the revenue and gross profit amounted to approximately
RMB875.7 million and approximately RMB269.8 million,
respectively, representing a decrease of approximately RMB21.8
million and approximately RMB72.4 million or 2.4% and 21.2%
from approximately RMB897.5 million and approximately
RMB342.2 million, respectively, in 2014. In 2015, the gross profit
margin of the Group was 30.8%, as compared to 38.1% in 2014.
The decrease in the Group’s gross profit margin was mainly due
to the continuous decrease in raw materials price which affected
the average sales price and the profit of DSD Acid and other dye
intermediates, and a lower gross profit margin of new products
such as ONT/OT and NMP.
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Net Profit and Net Profit Margin

In 2015, the net profit of the Group was approximately RMB102.3
million, representing a decrease of approximately RMB69.2 million
or 40.3% as compared to approximately RMB171.5 million for
2014. In 2015, the net profit margin of the Group was 11.7%, as
opposed to 19.1% for 2014.

In 2015, the net profit attributable to owners of the parent of
the Group was approximately RMB102.3 million, representing
a decrease of approximately RMB42.6 million or 29.4% as
compared to approximately RMB144.9 million for 2014. In 2015,
the net profit attributable to owners of the parent of the Group was
11.7%, as opposed to 16.1% for 2014.

In 2015, the net profit attributable to owners of the parent of
the Group (before charging listing expenses of approximately
RMB19.7 million to administrative expenses) was approximately
RMB121.0 million, representing a decrease of approximately
RMB29.3 million or 19.5% as compared to approximately
RMB150.3 million for 2014 (before charging listing expenses of
approximately RMB7.6 million to administrative expenses).

OTHER INCOME AND GAINS

In 2015, other income and gains of the Group amounted to
approximately RMB18.7 million, representing an increase of
approximately RMB2.8 million as compared to approximately
RMB15.9 million for 2014, mainly due to a grant of RMB3.5 million
received from the government of Hebei Province and Cangzhou of
the PRC in 2015 as an incentive for the successful Listing.

Selling and distribution expenses

In 2015, selling and distribution expenses amounted to
approximately RMB34.1 million, representing an increase of
approximately RMB8.8 million as compared to approximately
RMB25.3 million in 2014. The increase in selling and distribution
expenses was mainly due to the increase in the transportation
fees, packaging fees and handling fees caused by the additional
sales of the new products such as ONT/OT and NMP. In 2015,
selling expenses represented 3.9% of the Group’s revenue (2014:
2.8%).
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ADMINISTRATIVE EXPENSES

In 2015, administrative expenses amounted to approximately
RMB93.9 million, representing an increase of approximately
RMB4.2 million as compared to approximately RMB89.7 million
for 2014. The increase in administrative expenses was mainly
due to Listing expenses of approximately RMB19.7 million being
recognised during 2015 (2014: approximately RMB7.6 million).
In 2015, administrative expenses represented approximately
10.7% of the Group’s turnover (2014: approximately 10.0%),
whereas administrative expenses after excluding such Listing
fees represented approximately 8.5% of the Group’s turnover
(2014: approximately 9.1%). Furthermore, since Tsaker Beijing
was in early operation in 2014, the research and development
expenses were higher due to the one-off expenditures of research
materials, glass containers and small devices and equipment,
therefore, there was a decrease of approximately RMB4.0 million
in relevant expenses for 2015 than 2014. Through strong internal
management, the Group also reduced its expenses for traveling,
vehicle use and hospitality by approximately RMB3.6 million from
2014.

FINANCE COSTS

In 2015, finance costs amounted to approximately RMB7.3
million, representing a decrease of approximately RMB4.3 million
as compared to approximately RMB11.6 million in 2014, mainly
attributable to the increase of capitalisation of interest expenses
to the additional construction projects and the decrease in the
interest rate of bank loans.

OTHER EXPENSES

In 2015, other expenses of the Group was approximately RMB1.2
million, representing a decrease of approximately RMB3.3 million
as compared to approximately RMB4.5 million for 2014, mainly
due to loss on fixed assets disposal amounting to approximately
RMBO0.24 million for 2015 as opposed to approximately RMB2.6
million for 2014.
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EXCHANGE LOSS

In 2015, exchange loss of the Group amounted to approximately
RMB4.2 million, representing an increase of approximately
RMB3.4 million as compared to approximately RMBO0.8 million for
2014, mainly due to the weakened RMB against USD. As at 31
December 2015, exchange loss of approximately RMB8.4 million
was incurred for offshore RMB time deposits of RMB300.0 million.

INCOME TAX EXPENSES

The PRC subsidiaries of the Group are generally subject to the EIT
at a rate of 25%.

In 2015, income tax expenses amounted to approximately
RMB45.5 million, representing a decrease of approximately
RMB9.2 million as compared to approximately RMB54.7 million
in 2014, mainly attributable to the decrease in taxable profit, and
partially set off by the deferred income tax.

CASH FLOWS

In 2015, the Group generated net cash flow from operating
activities of approximately RMB39.3 million, representing a
decrease of approximately RMB248.0 million as compared to
approximately RMB287.3 million in 2014, primarily due to (i) the
decrease in sales price of DSD Acid and other dye intermediates
and DMSS and other pigment intermediates in 2015, leading to
a decrease in the cash inflow; whereas the decrease of the raw
material price, partially offset the decrease in the cash inflow,
so the net cash inflow decreased by approximately RMB117.2
million; (ii) Tsaker Dongying officially commenced operation since
February 2015, and the higher costs in operating and market
exploring at the initial stage, the cash outflow increased by
approximately RMB93.5 million compared to that in 2014; (iii) the
Group’s EIT is paid by quarterly in advance and settled annually. In
2015, the Group paid additional amount for the annual settlement
occurred in 2014, which was RMB15.6 million more than that
in 2014, as well as the additional prepaid EIT in the amount of
approximately RMB13.6 million; and (iv) the listing fees recorded
under the administrative expenses, amounting to approximately
RMB19.7 million in 2015 (2014: approximately RMB7.6 million).
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In 2015, the Group’s net cash flows used in investment activities
was approximately RMB214.0 million, representing an increase
of approximately RMB93.2 million as compared to approximately
RMB120.8 million in 2014, primarily as a result of payment of the
construction of new production plant and purchase of machines
and equipment by Tsaker Dongying amounting to approximately
RMB114.2 million, payment of land premium of approximately
RMB32.8 million in 2015.

In 2015, the Group generated net cash flows from financing
activities of approximately RMB266.7 million, representing an
increase of approximately RMB359.1 million as compared to
the net cash flow used in financing activities of approximately
RMB92.4 million in 2014, mainly because (i) in 2015 the
net proceeds increased by approximately RMB244.1 million
compared to that in 2014; (i) in 2015, the bank loans, other loans
and domestic loans under overseas guarantee decreased by
approximately RMB19.8 million compared to that in 2014; (iii)
in 2015, an increase in related party settlement amounted to
approximately RMB26.2 million compared with 2014; and (iv) the
dividend payment of approximately RMB31.0 million in 2014.

LIQUIDITY AND CAPITAL STRUCTURE

In 2015, the daily working capital of the Group was primarily
derived from internally generated cash flow from operations and
bank borrowings. As at 31 December 2015, the Group had (i)
cash and cash equivalents of approximately RMB192.9 million,
in which approximately 138.8 million was denominated in RMB
and approximately 54.1 million in other currencies (USD and
HKD) (31 December 2014: approximately RMB95.5 million, in
which approximately 16.7 million was denominated in RMB and
approximately 78.8 million in other currencies (USD and HKD)); (ii)
restricted cash of RMB300.5 million; and (iii) interest-bearing bank
borrowings of approximately RMB317.3 million with interest rate
of 4.35%-8.40% per annum (31 December 2014: approximately
RMB81.0 million with interest rate of 5.88%-8.10% per annum),
denominated in RMB and repayable within one year.
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In 2015, the Group did not use any risk hedging instrument or have
any borrowing or hedge in its foreign currency investment.

GEARING RATIO

As at 31 December 2015, the Group'’s gearing ratio was 37.7% as
compared to 36.4% as at 31 December 2014, which is calculated
at interest-bearing loans and other financial liabilities at the end of
the period divided by the total equity.

CURRENT ASSETS

As at 31 December 2015, total current assets of the Group
amounted to approximately RMB863.5 million (as at 31 December
2014: approximately RMB321.1 million), primarily consisting of
inventories of approximately RMB77.9 million (as at 31 December
2014: approximately RMB60.4 million), trade and bill receivables
of approximately RMB234.3 million (as at 31 December 2014:
approximately RMB147.7 million), prepayments, deposits and
other receivables of approximately RMB44.2 million (as at 31
December 2014: approximately RMB17.1 million), cash and
cash equivalents of approximately RMB192.9 million (as at 31
December 2014: approximately RMB95.5 million) and restricted
cash of approximately RMB300.5 million (as at 31 December
2014: approximately RMBO0.5 million).

INVENTORIES

Inventories of the Group mainly include raw materials, work-in-
progress and finished products. The turnover days for inventories
decreased from 49 days for 2014 to 42 days for 2015, mainly due
to the improved turnover rate resulting from enhanced ordinary
management of inventory levels and proper arrangements for
procurement, production, sales and stocks.
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TRADE RECEIVABLES AND BILLS

2 55 TR W R IR R PR M R 4

31 December 31 December

2015 2014

—E-fF —E—-mF

+=A=+—H +=A=+—H

RMB’000 RMB’ 000

ARET T AREET T

Trade receivables B2 EWFIE 163,184 115,097
Notes receivables EWEE 71,080 32,566
234,264 147,663

As at 31 December 2015, trade receivables and bills of the Group
significantly increased as compared to those of last year, mainly
due to credit periods of approximately 60 days extended to
customers to enlarge the market share of new ONT/OT and NMP
products, which were longer than those for other products.

The turnover days for trade receivables and bills increased from 44
days for 2014 to 58 days for 2015.

As at 15 March 2016, approximately RMB140.1 million or 85.8% of
the trade receivables outstanding as at 31 December 2015 were
settled.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

As at 31 December 2015, prepayments, deposits and other
receivables of the Group significantly increased as compared
with last year to approximately RMB44.2 million in aggregate,
mainly due to the prepaid corporate income tax of approximately
RMB13.8 million and the increase of approximately RMB12.9
million in prepaid construction costs of Tsaker Dongying.
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CURRENT LIABILITIES

As at 31 December 2015, total current liabilities of the Group
amounted to approximately RMB606.8 million (as at 31 December
2014: approximately RMB359.8 million), primarily consisting
of trade payables of approximately RMB193.1 million (as at
31 December 2014: approximately RMB149.1 million), other
payables and accruals of approximately RMB96.4 million (as at 31
December 2014: approximately RMB107.3 million) and interest-
bearing bank borrowings of approximately RMB317.3 million (as at
31 December 2014: approximately RMB81.0 million).

TRADE PAYABLES

The turnover days for trade payables increased from 92 days
in 2014 to 103 days in 2015, mainly due to the increase of
approximately RMB30.8 million in construction costs included in
trade payables of Tsaker Dongying as at 31 December 2015 as
compared to 31 December 2014. As construction costs are paid
based on progress of the project, the credit periods of construction
costs payable are longer than those of ordinary trade payables.

OTHER PAYABLES AND ACCRUALS

As at 31 December 2015, other payables and accruals of the
Group amounted to approximately RMB96.4 million in aggregate,
representing a decrease of approximately RMB10.9 million as
compared to those of last year, mainly due to amounts due to
related parties fully settled in the first half of 2015.

PLEDGE OF ASSETS

As at 31 December 2015, certain of the Group’s buildings, lands
and deposit account with a net carrying amount of approximately
RMB336.97 million (31 December 2014: approximately RMB62.4
million) were pledged to secure bank loans granted to the Group.
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MATERIAL ACQUISITIONS AND DISPOSALS

Save for the acquisitions and/or disposals during the
reorganisation of the Group for Listing, the details of which are
set out in the Prospectus, there were no material acquisitions and
disposals of the Group, its associated companies or joint ventures
for the year ended 31 December 2015.

According to the Assets Leasing Agreement signed on 17 March
2016 with Dongao Chemical, Tsaker Dongying has the first right
of refusal to purchase the leasing assets. Based on the strategic
and business development, the Group is cautiously considering to
acquire the entire assets of Dongao Chemicals.

SUBSIDIARIES NEWLY ESTABLISHED

On 21 September 2015, Tsaker Beijing established a 100% owned
subsidiary, Tsaker Investment, the registered capital of which
amounted to RMB30 million. The scope of business of Tsaker
Investment includes investment management and consultancy
and assets management.

On 4 December 2015, Tsaker Investment established, and held
30% of, Tibet Winshare Equity Investment Co., Ltd. (Fa3 3 8T IR AE
REHBMR AT jointly with Winshare Investment Co., Ltd. (3%
EHBR2A T )and Lhasa Hinthai Investment Co., Ltd. (P (EEFRIRE
BBR2AA)) with registered capital amounting to RMB1 million. The
scope of business of Tibet Winshare Equity Investment Co., Ltd.
(PR BT RRAERE B PR A F)) includes investment management,
equity investment, investment consultancy (excluding finance
and brokerage), financial advisory and consultancy for corporate
assets reorganization, mergers and acquisitions.

On 25 December 2015, Tsaker Investment, jointly with Tibet
Winshare Equity Investment Co., Ltd. (AR XEHRERESE
FRAF) and Winshare Investment Co., Ltd (XHREERL
7]), established Tibet Winshare Equity Venture Capital Fund
Partnership (Limited Partnership) (AR XEHAIZREESE
B2 (BRE%)). Tsaker Investment is the limited partner
committed with RMB30.0 million. The scope of business of Tibet
Winshare Equity Venture Capital Fund Partnership (Limited
Partnership) (AR X HAIXREESEB L E(BRER))
includes investment management, equity investment, investment
consultancy (excluding finance and brokerage), financial advisory
and consultancy for corporate assets reorganization, mergers and
acquisitions.
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SIGNIFICANT INVESTMENTS

For the year ended 31 December 2015, the Group did not hold any
significant investments.

CONTINGENT LIABILITIES

For the year ended 31 December 2015, the Group did not have any
significant contingent liabilities.

EVENT AFTER THE REVIEW PERIOD

On 17 March 2016, Tsaker Dongying entered into an assets
leasing agreement with Dongao Chemicals in relation to the lease
of production equipment for production of an additional 40,000
tonnes of mononitrotoluene (consisting of PNT, ONT and MNT)
and the operation commenced on the same date. For details,
please refer to the announcement of the Company dated 17 March
2016.

FOREIGN EXCHANGE RISK

The foreign exchange risk refers to the risk of loss caused by
fluctuation in exchange rate. The foreign exchange risk of the
Group is mainly related to its operating activities. Along with the
continuous expansion of the export business scale, the operation
of the Group may be affected by the future fluctuation in exchange
rate. The Group is actively monitoring the impact of change in
currency exchange rates on the Group.

The Group currently does not have in place any hedging policy
for foreign currency. However, the Board will remain alert to any
relevant risk and, if necessary, consider hedging any potential
material foreign exchange risk.
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EMPLOYEES AND REMUNERATION POLICIES

The Group has established its human resources policies and
procedures with a view to deploying the incentives and rewards
of the remuneration system which include a wide range of training
and personal development programs to the employees.

In 2015, the Group, aiming to systematically achieve excellence
in personnel management in line with the philosophy of the
Company, established Tsaker Chemical Leadership Building
Centre (KRB EENIZEEFRTP L) to offer online and offline
training. Under the model of key qualities and competence for
the management as established by the Company, a training
system divided into three stages, namely self-management, work
management and personnel management, was implemented; to
raise the staff awareness of safety and environmental protection
and new national regulations and requirements relating to safety
and environmental protection. The Group also organised relevant
training to facilitate prompt deficiency identification and active
measures for mitigating relevant risks and strengthening relevant
management. In addition, online training on supplier management
modules was provided to employees.

The remuneration package offered to the staff was in line with their
duties and the prevailing market terms. Staff benefits, including
pension, medical coverage, provident funds, etc., are also
provided to employees of the Group.

As at 31 December 2015, the Group had 1,437 employees (2014:
1,500).

For the year ended 31 December 2015, the total staff costs of
the Group (including salaries, bonuses, social insurances and
provident funds) amounted to approximately RMB99.1 million
(2014: RMB90.3 million).
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APPLICATION OF PROCEEDS FROM THE
LISTING

Trading of the shares of the Company on the Stock Exchange
commenced on 3 July 2015. The net proceeds from Listing
amounted to approximately RMB378.8 million. The proceeds are
used as the purposes disclosed in the Prospectus.

For the year ended 31 December 2015, the proceeds of
approximately RMB37.1 million, RMB87.1 million, RMB12.4 million
and RMB8.1 million have been used as the additional working
capital, to expand capacity, develop new products and pay the rent
of Phase | Dongao Chemicals, respectively.

REASONS FOR THE DELAYED REGULATORY
APPROVAL IN RELATION TO THE PRODUCTION
PLANT OF PHASE 1l DONGAO CHEMICALS

In the second half of 2015, the PRC suffered the exceptionally
serious “8¢12” fires and explosions at Tianjin Port and “831”
massive explosions of Shandong Dongying Binyuan Chemical
Co., Ltd. (lWEREREBRILEHER AT ), which caused heavy
casualty and property damage.

Following the “8¢31” explosions, the Shandong government office
issued an emergency Circular in relation to “8¢31” Explosions of
Shandong Dongying Binyuan Chemical Co., Ltd. (Lu Zheng Ban
Fa Ming Dian [2015] No. 65) ({ERIL BRI BER AT [8.31]
BIFEMMBR) (BB E(2015)65%5))on 1 September
2015, requiring that all trial operation of construction projects
involving hazardous chemicals within Shandong be halted and that
preventions be made against risks through comprehensive risk
evaluation and review. On 23 October 2015, the safety committee
office of the Shandong government and the Shandong Province
Administration of Work Safety jointly issued the Notice in relation
to Further Strengthening Safety Management of Trial Operation of
Construction Projects involving Chemicals (Lu An Ban Ming Dian
[2015] No. 9) KEERE—F MR TRRBEREERHRZEE
BB (BZPAE(2015)95%)), requiring comprehensive
safety risk review and better trial operation proposals and that trial
operation of construction projects involving hazardous chemicals
be started in stages and in batches.
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Tsaker Dongying planned to lease the Phase Il Dongao Chemicals
before the end of 2015, which would have increased the designed
annual production capacity for mononitrotoluene from the
current 40,000 tonnes to 80,000 tonnes by such time. Following
the above explosions, however, the Shandong government
has delayed the evaluation and approval of trial operation of
construction projects involving hazardous chemicals and required
all governmental agencies and companies in the province to carry
out comprehensive safe production checks.

Dongao Chemicals consistently fulfilled requirements regarding
reporting and announcing by the Shandong government by
strengthening safe production management and carrying out
comprehensive review and rectification of safety risks in strict
compliance with relevant laws and regulations and requirements
on chemicals safety management in order to prevent any incident.
Dongao Chemicals actively cooperated with regulatory authorities
in their inspections and further improved and standardised the trial
operation proposal for Phase Il Dongao Chemicals, which had not
yet been leased from Dongao Chemicals. It also comprehensively
reviewed the trial run of all equipment, facilities, appliances
and devices and put in place all-round safety management and
contingency plans which distributed relevant duties to every
position and staff member. On 23 February 2016, regulatory
approval on the trial operation of Phase Il Dongao Chemicals was
obtained. On 17 March 2016, Tsaker Dongying entered into an
assets leasing agreement with Dongao Chemicals. The operation
commenced on the same date and has remained normal as at the
Date of this Annual Report.
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Directors and Senior Management

DIRECTORS

Executive Directors

Mr. GE Yi, aged 34, is an executive Director, the Chief Executive
Officer and the Chairman of our Company, responsible for overall
business strategy and major business decisions of our Group.
Mr. Ge joined us in February 2007 and was promoted to the vice-
president and president in December 2011 and August 2012
respectively. Mr. Ge is also a director of Tsaker Cangzhou.

Mr. Ge has a thorough understanding of our business,
development, management, customers and products. Mr.
Ge has been substantially involved in our operation, general
management and administrative affairs since he has joined our
Group in 2007 and has accumulated extensive experience in the
chemicals production business. He was principally responsible for
our strategies planning, corporate development and concluding
business decisions, together with our senior management, during
his tenure as the vice-president of our Group. One of the business
decisions that Mr. Ge concluded includes the development of
DATA, a downstream product of DMSS that has become one of
our principal products and enhanced our profitability as a whole.
In 2012, he further assumed the responsibility for our overall
business strategy and major business decision as president
of our Group. Our Board believes that the continuation of the
existing practice of Mr. Ge’s dual role leadership is beneficial to
our Group taking into account our current scope of business and
development.

With Mr. Ge’s extensive experience, our Board believes that
vesting the two roles in the same person provides our Company
with strong and consistent leadership, and facilitates effective
business planning, implementation and execution of our business
decisions and strategies, and is beneficial to the business
prospects and management of our Group.
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Under the leadership of Mr. Ge, our Board works effectively and
performs its responsibilities with all key and appropriate issues
discussed in a timely manner. In addition, as all major decisions
are made in consultation with members of our Board and relevant
Board committees, and there are three independent non-executive
Directors on our Board offering independent perspectives, our
Board is therefore of the view that there are adequate safeguards
in place to ensure sufficient balance of powers and authorities
between our Board and the management of our Company and that
it is in the best interest of our Group to have Mr. Ge taking up both
roles for effective management and business development. Our
Directors consider that the deviation of the said provision A.2.1
is appropriate in such circumstance. To maintain a high standard
of corporate governance practices of our Company, our Board
shall nevertheless review the effectiveness of the structure and
composition of our Board from time to time in light of prevailing
circumstances.

Mr. Ge obtained a master’s degree in International Business
Management for China from Middlesex University in the United
Kingdom in February 2007 and completed studies in chemical
engineering from Tianjin University in the PRC in July 2004.

Mr. DUAN Weidong, aged 42, is an executive Director and the
Vice-President (Manufacturing Operations) of our Company,
being responsible for operations management and day-to-day
operation of our Group. Mr. Duan is also a director of each of
Tsaker Cangzhou, Tsaker Dongguang and Tsaker Dongying,
the production director of each of Tsaker Cangzhou, Tsaker
Dongguang and Tsaker Dongying and the legal representative of
each of Tsaker Dongguang and Tsaker Dongying. Mr. Duan has
almost 20 years of experience in the chemical industry. He joined
our Group in December 1997 and has served on various positions
within our Group. In addition, Mr. Duan was a member of the
National Technical Committee 134 on Dyestuff of Standardisation
Administration of China (2EIZEHEE/LFEMZEE) from May
2009 to May 2014.
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Mr. Duan completed two years’ education in Chemical Engineering
at the Beijing University of Chemical Technology in the PRC in July
1995. In April 2006, Mr. Duan was awarded the second prize of the
Tianjin City Improvement of Science and Technology Award (K32
TR i # 25 #8) by the People’s Government of Tianjin. In May
2010, Mr. Duan was awarded the qualification to set, revise and
review the industry standards of GB/T1.1-2009 and GB/T20000.2-
2009. In August 2012, Mr. Duan was awarded the title of “Senior
Engineer” (E# T#2EM) by The Title Reform Leading Group Office
of Hebei Province (At BB EEE/NA).

Ms. DONG Zhongmei, aged 46, is an executive Director and the
Vice-President (Sales) of our Company. Ms. Dong has over 20
years of experience in the chemical industry. She joined our Group
in December 1997 and has served on various positions within
our Group. She has been working as the Vice President (Sales)
since April 2014. In April 1999, Ms. Dong was awarded the Best
Salesperson of the Industrial System in 1998 (— L ANFFET
¥ RS BEHERT) by the Economy and Trade Committee of
Hebei Province (At BEEZHZEZEE). Ms. Dong completed
studies in Economic Law through distance learning from Hebei
University of Economics and Business in the PRC in July 2001.

Ms. JIN Ping, aged 39, is an executive Director and the Vice-
President (Research & Development in Technology) of our
Company, being responsible for the overall technological research
and development of our Group. Ms. Jin is also a director of Tsaker
Beijing since its incorporation. Prior to joining our Group in April
2006, Ms. Jin worked at Chengdu Municipal Pharmaceutical
Factory IV Division Il (FXEFTZLZEFUB — 2 ) (currently known
as Chengdu Beite Pharmaceutical Co., Ltd. (R EMZ 452 ER A
Al), which is principally engaged in research and development,
production and sale of pharmaceutical and healthcare products,
from July 1996 to August 2003, including serving as a team
leader of the research and development centre (A LEBRES
R4 ). Ms. Jin joined our Group in April 2006 and has served
various positions in our Group. Ms. Jin obtained a master’s
degree in Biomedical Engineering from Tianjin University in
the PRC in March 2006 andcompleted a three-year diploma
course in Industrial Analysis from Southwest China Institute of
Technology (currently known as Southwest University of Science
and Technology) in the PRC in July 1998. In addition, Ms. Jin was
awarded the title of “Petrochemical Engineer” (f3m{t T Ti2E) in
May 2011.
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Directors and Senior Management

Non-executive Directors

Mr. XIAO Yongzheng, aged 43, is a non-executive Director of
our Company. He is responsible for providing advice on corporate
governance and internal control matters. Mr. Xiao is also a director
of Transfar and a general vice-president of Transfar Holding Group
Co., Ltd. (B{LI=IREBAR QA (“Transfar Holding”) (being the
indirect holding company of Transfar). Prior to joining our Group
in March 2015, Mr. Xiao was responsible for valuation work in
China Construction Bank from July 1995 to February 2000, and
subsequently worked in the Investment Management Department
of D’Long International Strategic Investment Company from June
2000 to June 2004. Mr. Xiao joined Shanghai Wanye Enterprises
Co., Ltd. In November 2006, being responsible for operation
management and subsequently became a departmental director at
Shanghai Wanye Enterprises Co., Ltd. until July 2009.

Mr. Xiao obtained a degree in Master of Business Administration
(International) from The University of Hong Kong in October 2002,
and a bachelor's degree in Mining Engineering (L&) from
Central South Institute of Technology (L% ) in the PRC in
June 1995.

Mr. FONTAINE Alain Vincent, aged 61, is a non-executive
Director of our Company. He is responsible for providing advice on
corporate governance and internal control matters. He has been a
member of the advisory board of Ocean Equity Partners Fund L.P.
(the entity which controls Wider Pacific) since September 2012.

Mr. Fontaine serves as an executive director of Hong Kong
Venture Capital and Private Equity Association. In 2000, he
founded Investel Asia, a venture capital and private equity
firm and served as its managing director from January 2004 to
December 2006. He was the chief executive officer of Newcom
LLC from January 2007 to September 2008. Prior to joining our
Group in April 2015, Mr. Fontaine served various positions within
the BCE Inc. group, the largest communications company in
Canada, including Bell Canada, Bell Ardis and Tata Cellular, for
approximately 16 years of his career.
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Directors and Senior Management

Mr. Fontaine obtained a bachelor’s degree in Electrical
Engineering from the University of Sherbrooke in Canada in June
1979. He has been a member of the Order of Engineers of Québec
since January 1980.

Independent Non-executive Directors

Mr. HO Kenneth Kai Chung, aged 50, is an independent
non-executive Director of our Company, being responsible
for overseeing the management of our Group independently.
Between January 2014 and March 2015, Mr. Ho served as a
managing director of Munsun Asset Management (Asia) Ltd.
Since November 2013, Mr. Ho became an independent non-
executive director of TK Group (Holdings) Limited (stock code:
2283) and an independent non-executive director of BBI Life
SciencesCorporation (stock code: 1035) from October 2014
onwards. From August 2015, Mr Ho became the CFO and joint
company secretary for Greentown Service Group Co. Ltd. Mr. Ho
previously worked in various international financial institutions,
such as a senior research analyst of Credit Lyonnais Securities
(Asia) Limited from September 1996 to February 1999, and a vice
president in the Research Department of Institutional Equities,
Asia Pacific Department of JP Morgan from February 1999 to
October 2004. Mr. Ho served various positions in HSBC, such
as the Head of China Value and Growth Research in CIBM
Research Asia of HSBC Markets (Asia) Limited in September
2004, Head of China Research of HSBC (Securities Business)
Beijing Representative Office in June 2008, and Hong Kong China
equity sales director of HSBC in January 2011. He was also an
independent non-executive director of Evershine Group Holdings
Limited (formerly known as TLT Lottotainment Group Limited)
(stock code: 8022) from November 2013 to April 2014.

Mr. Ho received a Master of Commerce degree, specialising in
Finance from the University of New South Wales in Australia
in April 1991, and a bachelor’'s degree in Economics from the
University of Sydney in Australia in May 1988. He was awarded as
Chartered Financial Analyst by the Institute of Chartered Financial
Analysts in September 1998, and has been a CFA charterholder
and a member of the Association for Investment Management and
Research since January 1999.
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Mr. ZHU Lin, aged 42, is an independent non-executive Director of
our Company, being responsible for overseeing the management
of our Group independently. Mr. Zhu is also a partner of Beijing
Legendhouse CPAs (It EEEFTEIEHFT) and a director
of Beijing Run Qin Consulting Co. Ltd. (tZHEEEHAERA
A]). Prior to joining our Group in March 2015, Mr. Zhu was a
senior manager at the mergers and acquisitions department of
PricewaterhouseCoopers Consulting (Shenzhen) Co., Ltd. (Beijing
Branch) (E#EKEZ#A (RY)BRATLTES 27 ) from October
2003 to November 2005. Mr. Zhu obtained a bachelor's degree
in Overseas Financial Accounting (25t & /NS E5TEF1L)
from Central Institute of Finance and Banking (currently known
as Central University of Finance and Economics) in the PRC in
June 1995. Mr. Zhu has been a member of the Chinese Institute of
Certified Public Accountants since February 2000.

Mr. YU Miao, aged 39, is an independent non-executive Director of
our Company, being responsible for overseeing the management
of our Group independently. Mr. Yu is also a partner of Global
Law Office. Prior to joining our Group in March 2015, Mr. Yu was
a partner of Global Law Office from March 2006 to June 2010,
and subsequently a partner of Norton Rose (Asia) LLP from June
2010 to June 2011. Mr. Yu returned to Global Law Office as a
partner in July 2011 and has been a partner there since then. Mr.
Yu obtained a postgraduate diploma in International Law from
The University of Nottingham in the United Kingdom in December
2001, and a bachelor’s degree in Economic Law from Heilongjiang
University in the PRC in July 1999. Mr. Yu was qualified as a
lawyer in the PRC in March 2000.

SENIOR MANAGEMENT

Mr. GE Yi is an executive Director, the Chief Executive Officer
and the Chairman of our Company. For details about Mr. Ge’s
background, see “Directors” under this section.

Mr. DUAN Weidong is an executive Director and the Vice-
President (Manufacturing Operations) of our Company. For details
about Mr. Duan’s background, see “Directors” under this section.
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Ms. DONG Zhongmei is an executive Director and the Vice-
President (Sales & Procurement) of our Company. For details
about Ms. Dong’s background, see “Directors” under this section.

Ms. JIN Ping is an executive Director and the Vice-President
(Research & Development in Technology) of our Company. For
details about Ms. Jin’s background, see “Directors” under this
section.

Mr. SHI Qiang, aged 60, is the Chief Engineer of our Company,
being responsible for the strategic development of our Group. Prior
to joining our Group in April 2004, Mr. Shi worked in the Chemical
Research Institute of Inner Mongolia Autonomous Region (A
ZHEAE{LIHIERR) (the “Research Institute”) from January
1986 to March 2004 and served various positions, including the
director of the design office of the Research Institute. Before that,
Mr. Shi worked at the Inner Mongolia Yellow River Construction
Bureau Share Limited Corporation (AR H &1 TIRERMADBER D
Al) (formerly known as Inner Mongolia Yellow River Construction
Bureau (REXHESAITFZR) prior to its reform in 2000), a provider
of hydropower engineering services in Inner Mongolia, the PRC,
from January 1982 to December 1985. Mr. Shi has approximately
30 years of experience in the chemical industry. Mr. Shi joined our
Group in April 2004 and has served various positions in our Group.
Mr. Shi obtained a bachelor's degree in chemical engineering
from Tianjin University in May 1982. In August 1994, Mr. Shi
was awarded the title of “Senior Engineer’ (&% LF2E0) by the
Office of Leading Group for Professional Title Reform of the Inner
Mongolia Autonomous Region (AEH BABERMEMEEE NE
PWAE), and in October 2012, Mr. Shi was awarded the title of
“Energy Manager” (BEJREIEET ) by the Development and Reform
Commission of Hebei Province.
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Mr. BAI Kun, aged 39, is the Chief Financial Officer of our
Company, being responsible for the financial operations of our
Group. Mr. Bai is also the sole director of Tsaker Hong Kong. Mr.
Bai joined our Group in September 2014 as the Chief Financial
Officer. His work experience includes being a manager at the
Tianjin branch of PricewaterhouseCoopers (% k& X & 5TH
EXAERATRESDFT) from September 2002 to February 2010
and the financial controller of Tianjin Walkman Biomaterial Co.,
Ltd, which is principally engaged in the development, manufacture
and marketing of medical devices in the PRC, from February
2010 to August 2014. Mr. Bai is a Certified Public Accountant of
China. Mr. Bai obtained a master’s degree in Technoeconomics
and Management in March 2002 and a bachelor’'s degree in
Technoeconomics in July 1999 from Tianjin University.

JOINT COMPANY SECRETARIES

Ms. WANG Yanling (£ &%), aged 36, is one of the joint company
secretaries of our Company. Ms. Wang has a background of
legal experience. Ms. Wang joined our Group in July 2014 as
a secretary of the board of our Group and the legal consultant.
Prior to joining our Group, Ms. Wang worked as a legal manager
of Risun Holdings Co., Ltd. (JBIBIZEAARAF]) from July 2010
to July 2014, a practicing solicitor of Beijing Hanwei Law Firm
(b mTEEZEENEHAT) from July 2008 to July 2010 and was a
legal executive of Beijing Taiming Law Firm (1t Z=E12ES
F&AT) from July 2003 to July 2005. Ms. Wang was conferred the
occupational qualification of law by the Ministry of Justice of the
PRC in February 2007. Ms. Wang obtained a master’s degree in
International Business Law from VU University Amsterdam in June
2013, a master’s degree in Laws from Liaoning University in June
2008 and a bachelor’s degree in Arts from Hebei Normal University
in September 2003.
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Directors’ Report

The Board is pleased to announce the Directors’ Report and the
audited consolidated financial statements of the Group for the year
ended 31 December 2015.

CORPORATE INFORMATION AND LISTING

The Company is a limited liability company incorporated in the
Cayman lIslands on 29 October 2014. Shares of the Company
were listed on the Stock Exchange from 3 July 2015.

PRINCIPAL BUSINESS

The Company is primarily engaged in the manufacturing
and selling of dye intermediates, pigment intermediates
mononitrotoluene, ONT, and others. Analysis on the principal
business of the Group for the year ended 31 December 2015 is set
out in note 4 to the consolidated financial statements.

RESULTS

Results of the Group for the year ended 31 December 2015 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 102 of this annual report.

FINAL DIVIDEND

The Board recommends a final dividend of RMB0.062 per
ordinary share for the year ended 31 December 2015. Such final
dividend is subject to approval of the Shareholders at the annual
general meeting to be held on 17 June 2016 and will be paid to
shareholders on 8 July 2016 whose names appear on the register
of members of the Company on 27 June 2016.
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BUSINESS REVIEW

Over the past year, the global economic recovery remained
slow, with low international oil price and profound changes in
China’s economic growth pattern and structure in its key stage of
transformation. In face of challenges in the external environment,
the staff members of the Group remained in unity and showed
great responsibility in their own duties, which saved the Group’s
sales performance from being materially affected and the Group
maintained sound profitability and financial position.

During the fourth quarter of 2015 and the first quarter of 2016,
which were traditional sales peak seasons, sales and selling prices
of new ONT and OT agricultural chemical intermediates have
significantly improved, and the sales performance met expectation
of the management of the Group. The strategy of the Group to
control ONT and OT agricultural chemical intermediates through
increasing supply of the upper-stream raw material PNT was
beginning to show its effect. The pleasing performance of new
businesses proved the excellent and successful management
experience and capability of the Group in the acquisition and
operations, which have laid sound foundations for external
acquisitions and mergers in the future.

As always, the Group will continuously develop premium chemical
products on an environmental friendly basis to meet the market
needs for quality products, and closely observe the development
trend of the market in the future to research and develop products
to meet the future development needs in the industry.

The Group will maintain careful review and thorough examination
of current expenses and use of resources and be active in
improving internal management to effectively control and reduce
operating costs and create greater value for Shareholders.
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Directors’ Report

Environment Policy and Performance

We focus on environmental, health and safety protection. As
we became a fast-growing and a leading producer of dye and
pigment intermediates, we have developed production processes
that comply with all applicable national and local standards
in environmental, health and safety protection in all material
respects. We also believe that implementing and maintaining our
advanced development of our environmental, health and safety
protection measures serve as a competitive strength. Producers
that do not meet the local environmental, health and safety
protection standards may incur losses and fines imposed by the
local government.

For the year ended 31 December 2015, we were subject to
inspections organized by the local government from time to
time and we had not received any notifications or warnings and
had not been subject to any fines or penalties in relation to any
breach of any applicable environmental, health and safety laws
or regulations that could have a material adverse effect on our
operation. For the year ended 31 December 2015, we had not
lost any order from our customers due to environmental, health
and safety concerns. We believe that our awareness of the
environmental, health and safety issues and dedication to their
protection makes us a leader in this area from an early stage.

Integrating environmental protection is a part of our operating
philosophy. Our technological improvements were made with
a view towards complying or strengthening our environmental,
health and safety protection measures. Producers that are unable
to meet the environmental, health and safety standards of the local
government and the downstream customers would incur a higher
cost for fines and remediation and might not be competitive in the
industry in the long run.

The Company has set up the “Environmental Protection
Administrative System” to implement the discharge of the duties of
the person in charge and staff of every level and every department,
and confirm the disposal treatment and standard of sewage,
waste gas and waste. We have also set up the “Accountability
system for Tsaker Chemical”’ to enhance the awareness of safety
and environment to all our employees and mitigate and root out
any neglect, leading employees to fulfill their responsibility with
lofty professionalism and to ensure the quality of work, so that a
standardised management can be implemented.
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The Company put much values on corporate social
responsibilities, focusing on environmental protection, safety
and health, and continues to be committed to ensuring that the
business activities of the Group are in line with the relevant
environmental and safety supervisory requirements. We have
already obtained Quality Management System ISO9001,
Environmental Management System ISO14001 and Occupational
Health Safety Management System GB/T 28001-2011 for our
management system.

In compliance with related laws and regulations

The Company always places focus on strict compliance with
applicable laws and regulations, including the non-compliance
incidents as disclosed in the Prospectus, setting up and improving
the existing administrative system, enhancing the daily operation
and supervision, adopting effective measures to avoid and reduce
risks and violation of rules. The following are some of the primary
laws and regulations applicable to our Group in PRC.

Laws of the PRC on Work Safety

In the second half of 2015, China suffered the exceptionally
serious “8<12” fires and explosions at Tianjin Port and “8-31”
massive explosions of Shandong Dongying Binyuan Chemical
Co., Ltd. (LEREEERILEBEBRAF), which inflicted heavy
casualty and property damage to the country and its people.

As such, our Group immediately commenced comprehensive
safety production inspection on Dongguang Production Plants,
Dongao production plants and Dongying Production Plant and
conducted thorough investigations on safety loopholes. Control
on safety production are strengthened by adopting feasible
preventive measures. We ensure to put in place various safety
production systems, measures and responsibilities as well as the
effectiveness of relevant contingency plans.
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The Environmental Protection Law, the Law on the Prevention and
Treatment of Water Pollution and the Law on the Prevention and
Treatment of Solid Waste Pollution

The latest communique of the Fifth Plenary Session of the 18th
Communist Party of China Central Committee proposed that
enhancing the effort on environmental protection as to increase
the environmental quality as the core, implementing the strictest
environmental protection system to thoroughly realised the plan of
prevention and treatment of air, water and soil contamination and
the vertical administrative system of monitoring the executability of
environmental institutions ranked below province.

To effectively monitor the measures we have adopted for impact
reduction by our operation to the environment, our production
facilities have already been installed pollution control equipment
such as monitoring equipment on generators to control and
record the gas pollutants and the emission level of sewage and
solid waste. We has also set up a series of internal policies and
plans for environmental risks avoidance to ensure the compliance
with the applicable state, industrial and local standard laws,
regulations and policy requirements, including reports on the
gas pollutants, the emission level of sewage and solid waste
and regular assessment on such emission level to the local
safety and environmental department (Environmental Protection
Bureau of Dongguang County, Work Safety Supervisory Bureau
of Dongguang County, Environmental Protection Bureau of
Hehou district, Dongying City, Work Safety Supervisory Bureau
of Hehou district, Dongying City and Administrative Committee
of Hehou Blue Economic Development Zone). We constantly
strengthen the development of clean production technologies
to satisfy the increasing standard of environmental protection.
Where any applicable emission standards are sidetracked, we
will investigation the cause and adopt corresponding corrective
measures. Furthermore, our emission of sewage and solid waste
and air pollutants is subject to the monitor of above-mentioned
safety and environmental department.

ANNUAL REPORT 2015
2015 FFEERE

RIFREL ~ KOTREEE  REEEY
JTRIB A%

TEAEET N \ETREESERIREE
SREH  MARBRENE  URSE
BEER/RL  BITREBHNERRRES
B RABRAR K TESEMET
B8 BTEATRAREBENIRE
HEEIE -

RBEMEERMAMRANERUEERD
EPNEEEFHRENTE  RANE
EREE ZESRETREP NN 2 EH
AR R B LRSI R LR BES RY
JBE 7K I [E] BE R SR M 9 HE UK F o FAFIIR
E—RIBRBRFERBRNADBERR S
DRETERER - TERBLEEE
BERARBRNAE  BERMIRZE
REBESHPI(RAEBERE - RABZE
LEEER REMIOBRRR - RE
TIONBEZE2EEEER - WOEREHR
MEEEEZES)ERRESRY - B
7K K% [E] B8 /B 22 4] 69 R UK 7 B E B AT A4 =2
ZHHKF - RATEMRBEREETE
et LURE R SRS HNRERE © MR
MEREAREEEAEREENER - &
s AE R E KA SRR A A EFEHE o
BESh - FRAPIBE D B K I [E] B8 BE SR M B BE TR
RESRYNZ Ll 22 RIBE P
HYEREE o



The Regulations on the Control of Foreign Exchange

Gain generated from the exporting business of the Company
represents a relatively large proportion of the total revenue for
the year and is denominated and settled in USD. Along with the
constant promotion of internationalizing RMB, we are not only
closely monitoring the fluctuation of foreign currency, but also
strictly in compliance with the regulations on the control of foreign
exchange in foreign exchange filing registration, foreign exchange
settlement, foreign exchange operating activities and foreign
exchange investing activities.

The Foreign Trade Law

The Company has corresponding internal export business
management system and operation procedures in place, and
promptly conducts filing registration to export department. We
engage in trade activities that are in compliance with law and abide
by the trade order. In order to maintain fair market competition,
we do not engage in improper competition behaviors such as
selling at an improperly low price, tendering in collusion, issuing
false advertisement, involving in bribery. For exporting, the
Company also seriously studies and strictly complies the laws
and regulations of the export destination countries, such as the
anti-dumping law in India, product liability laws and regulations in
Germany and product safety and liability laws and regulations in
the US.

The Labour Law

The Company developed and improved its internal rules and
regulations to safeguard the rights of its employees, including
labour safety and health system. The Company stringently
implemented national protocols and standards on labour safety
and health, conduct labour safety and health education for
employees, prevent labour accidents and reduce occupational
hazards.
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Social Insurance and Housing Provident Funds

The Company strictly complied with the PRC laws, rules and
regulations, including the Social Insurance Law, the Regulations
on Unemployment Insurance, the Regulations on Work Injury
Insurance and the Regulations on the Administration of Housing
Provident Fund. We make contributions to social insurance in
full and on time including pension insurance, medical insurance,
work injury insurance, unemployment insurance and maternity
insurance as well as housing provident fund. For the year ended
31 December 2015, the Company did not receive any penalty from
relevant administrative department.

For the underpaid Social Security Insurance Fund contributions
due to some of the employees enrolled directly to the New Rural
Cooperative Medical Scheme (¥72& Rk ) as disclosed in the
Prospectus, to the extent practicable, the Company has liaised
with such employees and made sufficient provisions in relation to
the non-compliance.

In light of, including but not limited to, the above-mentioned primary
law and regulations, our internal control department is responsible
for monitoring from time to time our compliance with and abidance
by the applicable laws and regulations and other relevant PRC
laws and regulations as well as supervising the implementation
of necessary measures. We have also appointed one internal
legal adviser in responsible for overseeing updates on the PRC
laws and regulations applicable to our business operation, and
advising us on compliance matters. In addition, we plan to provide
our Directors, senior management and employees involved with
continuing training development programs and updates regarding
the relevant PRC laws and regulations on a regular basis to
proactively identify any concerns and issues relating to potential
non-compliance for risks reduction.
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IMPORTANT RELATIONSHIP WITH
STAKEHOLDERS

Customers: We have built strong, long-standing relationships
with our major customers, established a strong customer base
and have become the key supplier to our major customers. We
have passed a number of qualification and certification processes
required by our customers to establish our stable customer
base. We have had relationships with our major customers for
approximately nine years on average. We believe these long-
term relationships enable us to establish and maintain market
leadership in the dye and pigment intermediates industry.

During the Review Year, we attend industry conferences to solicit
new potential customers and maintain relationships with existing
customers. To further enhance our business relationship with our
customers, our sales team pays visits to our major customers
from time to time to conduct customer surveys to understand
their evolving needs and obtain feedback on the quality of our
products. We are dedicated to providing quality customer services.
We endeavor to supply our products to our customers in a timely
manner. We have also provided after-sales services such as
paying site visits to our major customers from time to time and
conducted customer surveys in order to understand their evolving
needs and resolve their concerns.

For the year ended 31 December 2015, we have capitalized on
the existing resources of Dongao Chemicals, including staff, sales
network, customer base of domestic herbicide manufacturers and
customer relationships to actively expand new customer network
and has successfully taken up the market share of ONT/OT.

Suppliers: We choose our suppliers of raw materials mainly based
on the price and quality of raw materials offered by different
suppliers. We issue purchase orders to our suppliers typically on a
monthly basis that set out the quantities, prices and specifications
of the products purchase, delivery arrangement, credit terms and
the quality examination procedures at arms’ length negotiations
between the parties based on normal commercial terms.
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For the year ended 31 December 2015, we were able to obtain
raw materials from our suppliers on terms and quality acceptable
to us and we had not experienced any material disruption to
the supply of any raw materials required for our production or
experienced any difficulty in sourcing alternative suppliers for such
raw materials. In addition, we believe the relationship between us
and our major suppliers has been and will continue to be good and
stable. All of our domestic purchases are paid in Renminbi. All of
our foreign purchases are paid in USD.

Stakeholders of new business: We commenced the production of
PNT, ONT, MNT and OT since February 2015. For the year ended
31 December 2015, our strategy to control markets of our ONT and
OT product lines through enlarging supply of the upper-stream raw
material PNT was beginning to show its effect.

EMPLOYEES: In addition to competitive salaries, we provide
employees supplementary compensation benefits, such as free
shift dormitories, free shuttle bus transportation, and food and
beverage allowance. In addition, we value our employees and
provide them with continuing education, in-service training and
encourage their career development through accumulating on-the-
job experience. For the employees of our subsidiaries that operate
in the PRC, we are requested to make contributions to various
government sponsored employee benefit funds, including social
insurance fund, basic pension insurance fund and unemployment,
maternity and work related insurance funds in accordance with
applicable PRC laws and regulations.

For the year ended 31 December 2015, there have been no labor
disputes or strikes at any of our production facilities. Our current
relationship with our employees and the labor unions are good and
are based on mutual support and respect.

RISK FACTORS

Risks and uncertainties can affect the Group’s businesses, and
financial conditions, operational results or growth prospects
leading to a divergence from the expected or historical results.
Key risk factors affecting the Group are outlined below. In dealing
with these risk factors, the Group remains in touch with our
stakeholders with the aim of understanding and addressing their
concerns.
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Global economy and macroeconomic conditions

Any adverse change in the global economic downturn, geo-
political tensions, international low oil price, the PRC’s economic,
political and social conditions, as well as governmental policies
may affect our sales, resulting in pressure on the prices, volume
and margins achieved or achievable in the future. A decline in
demand or a shift to lower value end products with a lower demand
for our products resulting from deteriorating economic condition
may adversely affect our business, financial condition, results of
operations and prospects.

In this regard, we will actively gain understanding of changes in
domestic and overseas markets to promptly grasp information of
industries in the upper and lower stream in relation to our products
and adopt strategies to ensure steady growth in our profits. We
will maintain good cooperative relationships with major clients by
providing them with products highly functional and of consistent
quality. In addition, we will establish an enriched product structure
and portfolio to diversify the risk of production concentrate. Our
products are sold all over the world to avoid regional economy
fluctuations. We keep developing new customers to lower the
dependence of one single customer.

Foreign exchange risk

The foreign exchange risk refers to the risk of loss caused by
fluctuation in exchange rate. The foreign exchange risk of the
Group is mainly related to its exporting activities. Along with the
continuous expansion of the export business scale, the operation
of the Group may be affected by the future fluctuation in exchange
rate.

In view of this, the Group reset the exporting price every quarter
to avoid the risk of foreign exchange fluctuation, and concentrated
purchase in China to lower the foreign exchange risk. The Group
will actively monitor the impact of change in currency exchange
rates on the Group and, while taking into account the nature of its
business, adopt measures based on scientific identification and
effective balance to control relevant risk in order to avoid material
loss.
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For the year ended 31 December 2015, the Group neither drew up
any hedging policy, nor adopted any hedging instruments.

We are exposed to risks associated with fluctuations in
prices of raw materials and supply

The prices of raw materials that we depend on may be affected
by a number of factors, including market supply and demand,
changes in PRC import duties, PRC and global economic condition
and changes to the PRC or international environmental and
regulatory requirements. The prices of our raw materials are to a
certain extent related to the price of crude oil. Fluctuations in oil
prices may affect the prices of toluene, an upstream raw material
of PNT, which, in turn, may also affect the prices of PNT. Any
significant increases in the cost of our raw materials may increase
our cost of sales and negatively affect our profit margin and, more
generally, our business, financial condition, results of operations
and prospects. A reduction in, or lack of availability of, raw
materials or interruptions in the supply chain, may also impact our
profitability to the extent that we are required to pay higher prices
for, or are unable to secure adequate supplies of the necessary
raw materials.

In this regard, we choose our suppliers of raw materials based
on the price and quality of raw materials offered by different
qualified suppliers. We purchase the critical raw materials from
several suppliers to avoid possible risk of relying on one single
supplier. We issue purchase orders to our suppliers typically
on a monthly basis that set out the quantities, prices and
specifications of products purchase, delivery arrangement, credit
terms and the quality examination procedures at arms’ length
negotiations between the parties based on normal commercial
terms. Furthermore, we attach importance to maintaining good
relationships with major suppliers to ensure we can secure
sufficient supply of raw materials of stable quality in a timely
manner and avoid any adverse effect of reduction in, or lack of
availability of, raw materials or interruptions in the supply chain. In
response to price changes of raw materials, we seek to adjust the
prices at which we sell our products to pass any increase in our
costs to our customers to maintain our margins.
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Expansion into new markets presents increased risks

The competitive conditions and customer preferences of new
markets may be different from our existing markets. As a result,
our future operation in these markets may be less successful than
those in the DSD Acid and DMSS markets. Customers in these
new markets might not be familiar with our brand and we may need
to build up brand awareness with greater effort than we originally
planned. We may find it more difficult in new market to hire, train
and retain qualified employees. This may have material adverse
effect on our business, financial condition, results of operations
and prospects.

In this regard, we will strengthen preliminary research and
commercial feasibility analysis in relation to new markets, increase
research and development of new products, technology and
techniques and hire experienced staff to fulfil our development
plan for the future.

After one year of production, for the year ended at 31 December
2015, we have capitalised on the existing resources of Dongao
Chemicals, including in-depth knowledge of products and
operation of the production plants from its staff, sales network,
customer base of domestic herbicide manufacturers and customer
relationships to implement our strategy to control markets of our
ONT and OT product lines through increasing supply of the upper-
stream raw material PNT was beginning to show its effect, which
has laid sound foundations for our further business expansion as
well as external acquisitions and mergers in the future.
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We experience seasonal fluctuations

We experience seasonal fluctuations in our business and results
of operations. Sales of our products and our production activities
are generally slower during the first quarter of each year as a
result of the Chinese New Year holidays in the first quarter, where
many of the consumer product manufacturers stop production.
Furthermore, large quantity of herbicide is typically produced
ahead of the farming seasons for use during the farming seasons.
As a result, demand for agricultural chemical intermediates
such as ONT and OT, a raw material of certain herbicide, also
correspond to this seasonal trend. Failure to manage seasonality
in our business may cause our revenue and financial condition to
be adversely affected.

In this regard, we make reasonable arrangements for the
production and sales of products based on their respective
market demand to cope with our exposure to seasonal fluctuation.
For agricultural chemical intermediates such as ONT and OT,
we conduct meticulous analysis and research on the seasonal
demand for our products in various regions or countries and make
active moves in developing domestic and overseas markets to
mitigate the impact of seasonal factors. In addition, we carefully
monitor and control the fluctuation in our working capital arising
from seasonal movements of revenue so as to take timely and
effective action and provide our business with stable and adequate
cash for operations.

ANALYSIS OF FINANCIAL KEY PERFORMANCE
INDICATORS

Please see the section headed “Management Discussion and
Analysis” on pages 27 to 34 of this annual report for details.

OUTLOOK

Please see the section headed “Management Discussion and
Analysis” on pages 25 to 27 of this annual report for details.

EVENTS AFTER THE REPORTING PERIOD
Please see the section headed “Management Discussion and

Analysis” on page 36 of this annual report for details.
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FINANCIAL OVERVIEW

The highlight of results and assets and liabilities of the Group for
the last four financial years are set out on page 8 of this annual
report. This highlight does not constitute part of the audited
consolidated financial statements.

APPLICATION OF PROCEEDS FROM THE
LISTING

Please see the section headed “Management’s Discussion and
Analysis” on page 38 of this annual report for details.

MAJOR CUSTOMERS AND SUPPLIERS

Major customers

For the year ended 31 December 2015, the turnover attributable
to the top five customers of the Group accounted for 46.8% (2014:
40.9%) of its total revenue, and the turnover attributable to its
largest single customer accounted for 10.2% of its total revenue
(2014: 11.7%).

Major suppliers

For the year ended 31 December 2015, the turnover attributable
to the top five suppliers of the Group accounted for 46.7% (2014:
45.2%) of its total purchases, and the turnover attributable to its
largest single supplier accounted for 22.5% of its total purchases
(2014: 15.4%) for the year.

During the Reporting Period, none of the Directors or any of their
close associates or any Shareholders (who to the knowledge of
the Directors own more than 5% of the Company’s share capital in
issue) had an interest in any of the Group’s top five customers or
suppliers.

PROPERTY, PLANT AND EQUIPMENT

Details of changes in property, plant and equipment of the
Company and the Group for the year ended 31 December 2015
are set out in note 14 to the consolidated financial statements.
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RESERVES

Details of changes in reserves of the Company and the Group for
the year ended 31 December 2015 are set out in the consolidated
statement of changes in equity on page 105.

DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company’s reserves available for
distribution amounted to RMB593.0 million (as at 31 December
2014: RMB214.9 million).

BANK AND OTHER BORROWINGS

Details of bank and other borrowings of the Company and the
Group for the year ended 31 December 2015 are set out in note 23
to the consolidated financial statements.

DIRECTORS

The Directors are as follows from the Listing Date to the Date of
this Annual Report:

Executive Directors:
Mr. GE Yi

Mr. DUAN Weidong
Ms. DONG Zhongmei
Ms. JIN Ping

Non-executive Directors:

Mr. XIAO Yongzheng
Mr. FONTAINE Alain Vincent

Independent Non-executive Directors:
Mr. HO Kenneth Kai Chung

Mr. ZHU Lin
Mr. YU Miao
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Pursuant to Article 16.2 of the Articles of Association, any Director
appointed to fill a casual vacancy or as an addition to the Board
may hold office only until the next following annual general meeting
of the Company and may then be eligible for re-election at that
meeting. As such, Mr. GE Yi, Mr. DUAN Weidong, Ms. DONG
Zhongmei, Ms. JIN Ping, Mr. XIAO Yongzheng, Mr. FONTAINE
Alain Vincent, Mr. HO Kenneth Kai Chung, Mr. ZHU Lin and Mr.
YU Miao will hold office as directors until and will be eligible for re-
election at the annual general meeting.

Biographical details of the Directors to be re-elected at the annual
general meeting will be contained in the circular dated 21 April
2016 to the Shareholders.

DIRECTORS AND SENIOR MANAGEMENT

Biographical details of the Directors and senior management are
set out on pages 40 to 47 hereof.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received the confirmation from each of
the independent non-executive Directors in respect of their
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all independent non-executive Directors are
independent.

DIRECTORS’ SERVICE CONTRACTS AND
LETTERS OF APPOINTMENT

Each of the executive Directors has entered into a service contract
with the Company for a term of three years commencing on 3 July
2015 which is subject to renewal upon mutual agreement.

Each of the non-executive Directors and independent non-
executive Directors has signed a letter of appointment with the
Company for a term of three years with effect from the date of
appointment to 3 July 2015 which is subject to renewal upon
mutual agreement.
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Save as disclosed above, none of the Directors has entered into
any service contract with the Group which is not determinable
within one year without payment of compensation (other than
statutory compensation).

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF
SIGNIFICANCE

For the year ended 31 December 2015, none of the Directors
and their connected entities (as defined in the Companies
Ordinance) has, whether directly or indirectly, a material interest
in any transactions, arrangements and contracts to which the
Company or its holding company or any of its subsidiaries or fellow
subsidiaries is a party which is material to the business of the
Group.

Details of the contracts of significance entered into between the
Group with its controlling shareholders or subsidiaries have been
disclosed in the section of “continuing connected transactions” in
the Directors’ Report in this annual report.

MANAGEMENT CONTRACTS

During the Reporting Period, no contracts concerning the
management and administration of the whole or any substantial
part of the businesses of the Company were entered into or
existed.

EMOLUMENT POLICY

The Remuneration Committee is set up for reviewing the Group’s
emolument policy and structure for all remuneration of the
Directors and senior management of the Group, with regard to the
Group’s operating results, individual performance and comparable
market practices.

Details of the remuneration of Directors and the five highest paid
individuals for the Reporting Period are set out in note 8 to the
consolidated financial statements.
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PENSION SCHEMES

Details of pension schemes of the Group are set out in note 2.4 to
the consolidated financial statement.

CHANGES TO INFORMATION OF DIRECTORS

Details of changes to any of the information in relation to any
Director during the Reporting Period required to be disclosed
pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) of the
Listing Rules are set out in the section headed “Directors and
Senior Management” contained herein.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 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 or its
associated corporations (as defined in Part XV of the Securities
and Futures Ordinance (the“SFQO”)) 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 and
short positions which they were taken or deemed to have under
such provisions of the SFO), or were required, pursuant to Section
352 of the SFO, to be entered in the register referred to therein,
or were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code, are set out as follows:

(i) Interestin the Company

Name of Director Nature of interest

Number of Shares held
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Notes:
1. The Letter “L” denotes long position in the shares.

2. As at 31 December 2015, the number of issued Shares of
the Company were 501,125,000 shares.

(i) Interest in associated corporations

Name of associated

Name of Director corporation

Nature of interest

1. [HRIEZRDFHER -

2. RZIE—EHE+ZBA=+-—8-
ARAABCBITROZEAE A
501,125,000 B& °

(i) FEBEE 2R

Percentage
of interest in
the corporation

REEz R
EEEE MHEEEER ERME BABE DL
GEYi Cavalli ™ Beneficial owner 100.00%
xX BEREEA

Save as disclosed above, as at 31 December 2015, none
of the Directors or chief executives of the Company had
any interests or short positions in the Shares or underlying
Shares or debentures of the Company or any of its
associated corporations (as defined in 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 and short positions which
they were taken or deemed to have under such provisions
of the SFO), or were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein, or
were required to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

Notes:

1. Cavalli is wholly-owned by Mr. Ge Yi, an executive
Director. For the purpose of Part XV of the SFO, Mr. Ge Yi
is deemed to be interested in the Shares held by Cavalli.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

No arrangement has been made by the Company or any of its
subsidiaries for any Director to acquire benefits by means of the
acquisition of Shares in or debentures of the Company or any
other body corporate, and no rights to any share capital or debt
securities of the Company or any other body corporate were
granted to any Director or their respective spouse or children under
18 years of age, nor were any such rights exercised during the
Reporting Period.

SUBSTANTIAL SHAREHOLDERS’ INTEREST
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2015, to the knowledge of the Directors, the
following persons (other than the Directors or chief executives of
the Company) had an interest or a short position in the Shares
or underlying Shares of the Company which were required to be
disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO and recorded in the register of the Company
maintained under Section 336 of the SFO:
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Approximate

Capacity/Nature percentage
Name of Shareholder of interest Number of securities  of shareholding ©
RERERE B9 RntE E5HE REBNEILL ©
Cavalli® Beneficial owner 333,904,000 (L)™ 66.63%
BREEA (#FR)
Qi Lin®@ Interest of spouse 333,904,000 (L) 66.63%
i B (###&)
Asian Equity Special Opportunities Beneficial owner 25,031,000 (L) 5.01%
Portfolio Master Fund Limited BEREEA (FR)
RAYS Capital Partners Limited®  Investment manager 28,739,500 (L) 6.03%
REKE (##2&)
Ruan David Ching-chi® Interest in a controlled 30,226,500 (L) 6.03%
corporation
REZHEEER (#FR)
Yip Yok Tak Amy ©® Interest in a controlled 30,226,500 (L) 6.03%
corporation
BENEO REZZFEEERS (##&)
Ocean Equity Partners Fund Il Interest in a controlled 30,596,000 (L) 6.11%
GP Limited ® corporation
REEFEEER (###&)
Ocean Equity Partners Interest in a controlled 30,596,000 (L) 6.11%
Fund Il L.P.® corporation
SESEEER (#FR)
Ocean Equity Partners Interest in a controlled 30,596,000 (L) 6.11%
Fund GP Limited @ corporation
SEHEEER (##&)
Ocean Equity Partners Interest in a controlled 30,596,000 (L) 6.11%

Fund L.P. ®
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Capacity/Nature
Name of Shareholder of interest
BERERE B1ip REEMNE

Number of securities
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Approximate
percentage
of shareholding ©

Wider Pacific Limited

Winshare Hongtai (Shenzhen)

Beneficial owner

ERBEEA

Beneficial owner

Investment Partnership
(Limited Partnership)

NERZ (R RESREE BEREBA

(BRER)

Notes:

Q)

(2)

3)

4)

(5)

The letter “L” denotes long position in the shares.

The 333,904,000 shares are held by Cavalli, which is wholly-
owned by Mr. Ge Yi. Ms. Qi Lin, as the spouse of Mr. Ge Yi, is
deemed to be interested in these 333,904,000 shares under the
SFO.

Each of Mr. Ruan David Ching-chi and Ms. Yip Yok Tak Amy
owns 50% interests in RAYS Capital Partners Limited, hence
each of them is deemed to be interested in 30,226,500 shares.

Ocean Equity Partners Fund L.P. and Ocean Equity Partners
Fund Il L.P. directly own 66% and 34% interests in Wider
Pacific Limited respectively. Ocean Equity Partners Fund Il GP
Limited in turn owns 100% interests in Ocean Equity Partners
Fund Il L.P., hence Ocean Equity Partners Fund Il GP Limited
is deemed to be interested in these 30,596,000 shares. Ocean
Equity Partners Fund GP Limited in turn owns 100% interests in
Ocean Equity Partners Fund L.P., hence Ocean Equity Partners
Fund GP is deemed to be interested in these 30,596,000 shares.

As at 31 December 2015, the number of issued Shares of the
Company were 501,125,000 shares.

BHEE BESANES L ©
30,596,000 (L) 6.11%
(&)
42,002,000 (L) 8.38%

FyEE -

M

2)

(3)

4)

(%)

[HR | EZROPHEE -

333,904,000/ {3 HCavallifH + Cavalli
HERNALEZEHEE REIFHZRPE
R XRREEZHRBEMRZTHRS
A% 333,904,000 BRIk D P HEEE R ©

Ruan David Ching-chit £ R EHN B+
% BHMRAYS Capital Partners Limited#
B50% R Bl RESBHRBEAR
30,226,500 IR 7 P A A o

Ocean Equity Partners Fund L.P. &
Ocean Equity Partners Fund Il L.P. %
BIE B Wider Pacific Limited #5 66%
¥ 34% %% - Ocean Equity Partners
Fund Il GP Limited #% Ocean Equity
Partners Fund Il L.P. {92 3% - B
Itk » Ocean Equity Partners Fund Il GP
Limited #% 13 & M 5% 2 30,596,000 A% A%
AR ° Ocean Equity Partners
Fund GP Limited# 7% Ocean Equity
Partners Fund L.P. 2% At -
Ocean Equity Partners Fund GP#18 &
430,596,000 BRI R EE R ©
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Save as disclosed above, as at 31 December 2015, the Directors
have not been aware of any person (other than the Directors
or chief executives of the Company) who had interests or short
positions in the Shares or underlying Shares of the Company
which would be required to be disclosed under the provisions of
Divisions 2 and 3 of Part XV of the SFO or to be recorded in the
register maintained under Section 336 of the SFO.

SHARE OPTION SCHEME

The Group did not have any share option scheme for the year
ended 31 December 2015.

DEBENTURES ISSUED

The Company did not issue any debentures for the year ended 31
December 2015.

EQUITY-LINKED AGREEMENT

For the year ended 31 December 2015, no equity-linked
agreements that will or may result in the Company issuing shares
or that require the Company to enter into any agreements that will
or may result in the Company issuing shares were entered into by
the Company or subsisted as at the end of the year.

SHARE CAPITAL

Details of changes in the share capital of the Company for the
Review Year are set out in note 27 to the consolidated financial
statements.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

The Company and its subsidiaries had not purchased, sold or
redeemed any of the Company’s listed securities for the year
ended 31 December 2015.

PRE-EMPTIVE RIGHT

There are no provisions for pre-emptive rights under the Articles
of Association or the laws of the Cayman Islands that would oblige
the Company to offer new shares on a pro rata basis to the existing
Shareholders.
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UNDERTAKINGS OF NON-COMPETITION

Our Controlling Shareholders have entered into the Deed of Non-
competition in favor of our Company (for itself and as trustee for
the benefit of each of its subsidiaries), under which our Controlling
Shareholders have undertaken to our Company that they will not,
and will procure that none of their respective associates (other than
members of our Group) will, directly or indirectly (including through
any body corporate, partnership, joint venture or other contractual
arrangement) or as principal or agent, either on any of their own
account or with each other or in conjunction with or on behalf of
any person, firm or company or through any entities (except in or
through any members of our Group),

. carry on, engage, participate or hold any right or interest in
or render any services to or otherwise be involved in any
business which is in competition, directly or indirectly, with
or is likely to be in competition, directly or indirectly, with
our business, whether as a Shareholder, Director, officer,
partner, agent, lender, employee, consultant or otherwise,
and whether for profit, reward or otherwise; and

. take any action which interferes with or disrupts or may
interfere with or disrupt our Business including, but not
limited to, solicitation of any of the then current customers,
suppliers or employees from any members of our Group.

Please refer to the Prospectus for details of the undertaking of non-
competition.

The Company has received the annual confirmation from the
Controlling Shareholders in respect of their compliance during the
Reporting Period with the non-competition undertakings under the
Deed of Non-competition issued to the Company in 2015.

The independent non-executive Directors have reviewed the
compliance with the non-competition undertakings during the
Reporting Period based on data and the confirmation provided or
given by the Controlling Shareholders, and are satisfied that the
Controlling Shareholders have complied with the non-competition.

EESRE
Directors’ Report

AR BREE

BERBRERARQAT (ARG RBKHERBF
BMERZEAN) BZBATLABFR
BBt ZERBRREOADEEE IS
BEERSEEANBHEA(REEKER
BIRRSN) EER B (BEREBEMEE
EREE CELERAMESEARE) H
EREBAFIREBEABTHHAR » HEF
FRAREMAL  EEXERATREBEM
BER(BRIAEBAEEEFAKE QTR
SN EITETIEE -

e LURR-EE SHABE-&%
AREA-ERARBE - ER
FEHMHHET B SHEEM
HEXBEEAHERFRTERT
MEZSFEERETMENRER
FHEREEARBEIUEMET K
ESEP THEAR/NE @R
FHAM R

s KRHEMNTEIYHITETEN
HRBEMNEBNTE  SBFER
RABEEAAEERELTAER
MEF - HEBRES -

BRTHRFERENTE  F2REBRHS
=,

=

RRT)EWEE R R B SR EM
CETIHRFRANFERIES B3
E-hFEERRRCETEOELD
BT 33 s ) FT Y & TGS ©

Il
E I &

a

BT EFE RSB R RS
REATHBBRER - BUTHFRE
WSR2 ETER - LHEERER
BB FRERS -

TSAKER CHEMICAL GROUP LIMITED
HECBREERRAF

7



EEEHE

Directors’ Report

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

As at 31 December 2015, no Director or any of their associates
had any interests in any business which competed or was likely
to compete, either directly or indirectly, with the business of the
Group.

CONTINUING CONNECTED TRANSACTIONS

For the year ended 31 December 2015, the Group had the
following continuing connected transactions:

1. Property Leasing Agreement

On 8 June 2015, Tsaker Beijing entered into a property
leasing agreement (the “Property Leasing Agreement”) with
Huage Holdings, pursuant to which Huage Holdings agreed
to lease to Tsaker Beijing certain portion of the premises
situated at 6th Floor, Building A, Jiahui International Center,
No.14 Jigingli, Chaoyang District, Beijing, the PRC with a
gross floor area of approximately 473 sq.m. (the “Premises”)
for use as our office for a term commencing on the Listing
Date and ending on 31 December 2017 at an annual rent
of RMB1,578,000 (including utilities and management fees)
for each of the three years ending 31 December 2017. The
annual rent are in line with the prevailing market rate.

The actual annual rent (inclusive of utility charges and
management fee) is RMB789,000 for the year ended 31
December 2015.
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The rental payable by Tsaker Beijing under the Property
Leasing Agreement was determined with reference to (i)
the rentable area to be leased to Tsaker Beijing under the
Property Leasing Agreement; (ii) the prevailing market rent
for similar premises in the same building of the Premises; (iii)
the historical utilities and management fees paid by Huage
Holdings in respect of the Premises.

Tsaker Beijing is an indirect wholly-owned subsidiary.
Mr. Ge Yi, a Director and a Controlling Shareholder, is a
connected person of the Company. As Mr. Ge Yi and his
father, Mr. Ge Jianhua is hold 100% interest of Huage
Holdings, Huage Holdings is a connected person of the
Company for the purposes of Chapter 14A of the Listing
Rules. Hence, the property leasing agreement constitutes a
continuing connected transacton for the Company.

Assets Leasing Agreement

On 15 January 2015, Tsaker Dongying entered into the
Assets Leasing Agreement with Dongao Chemicals (and
subsequently on 8 April 2015, both parties entered into
a supplemental agreement), pursuant to which Dongao
Chemicals agreed to lease to Tsaker Dongying the Dongao
Production Plant, in relation to the production of, among
others, PNT, ONT, MNT, OT and NMP, for a term of three
years commencing on 15 January 2015 and expiring on 14
January 2018 at an annual rent of RMB16,200,000. The
production capacity of our Dongao Production Plant includes
40,000 tonnes of mononitrotoluene (PNT/ONT/MNT) and
6,000 tonnes of NMP under the Assets Leasing Agreement
and an additional 40,000 tonnes of mononitrotoluene under
the option for the leasing of the Additional Assets. Pursuant
to the Assets Leasing Agreement, our Group has the right
to give notice to Dongao Chemicals if we intend to continue
the lease of our Dongao Production Plant upon expiry of the
Assets Leasing Agreement at the existing or a comparable
market rental. Additionally, our Group has the first right of
refusal on purchasing the leasing of the Additional Assets,
and a further agreement in such connection shall be entered
into between the parties at the then prevailing market rental
to be determined with reference to an asset valuation by a
certified asset valuer.
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Furthermore, pursuant to the Assets Leasing Agreement,
our Group has an option to purchase our Dongao Production
Plant and Additional Assets from Dongao Chemicals at a
prevailing market price to be negotiated and determined with
reference to an asset valuation by a certified asset valuer.
Our Group also has the right of first refusal to acquire our
Dongao Production Plant and the Additional Assets at the
market price to be determined with reference to an asset
valuation by a certified asset valuer in the event that Dongao
Chemicals opts to sell such assets to a third party.

There were no historical transaction amounts for the three
years ended 31 December 2014. The actual transaction
amount for the year ended 31 December 2015 was
RMB15,525,000.

The rental payable by Tsaker Dongying under the Assets
Leasing Agreement was determined with reference to
(i) the valuation as at 30 September 2014 issued by an
independent valuer; and (ii) the arm’s length negotiation
between the parties.

Tsaker Dongying is an indirect wholly-owned subsidiary.
Dongao Chemicals is a direct wholly-owned subsidiary of
Huage Holdings. Mr. Ge Yi, a Director and a Controlling
Shareholder, and his father, Mr. Ge Jianhua together
indirectly hold 100% interest of Dongao Chemicals. As such,
Dongao Chemicals is a connected person of the Company
for the purposes of Chapter 14A of the Listing Rules. Hence,
the assets leasing agreement constitutes a continuing
connected transaction for the Company.
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If the transactions under the above Property Leasing
Agreement and Assets Leasing Agreement are aggregated
in accordance with Rules 14A.81 to 14A.83 of the Listing
Rules, each of the applicable percentage ratios (other
than the profits ratio) for the aggregated transactions is
expected to be more than 0.1% but less than 5% on an
annual basis, the aggregated transactions are subject to the
reporting, annual review and announcement requirements
in the absence of a waiver but exempt from the circular and
independent Shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Framework Purchase Agreement on Iron Powder

Tsaker Dongguang entered into a framework purchase
agreement (the “Framework Purchase Agreement on Iron
Powder”) with Yijia Iron Powder on 8 June 2015, pursuant
to which Yijia lron Powder agreed to supply iron powder
to us for a term of three years commencing on the date
of the Framework Purchase Agreement on Iron Powder
and is subject to renewal. Iron powder is a raw material for
producing DSD Acid.

The price for the iron powder to be supplied by Yijia Iron
Powder to us under the Framework Purchase Agreement on
Iron Powder will be determined with reference to the price
at which comparable types of iron powder that are sold by
independent suppliers under normal commercial terms in the
ordinary course of business and such price shall be no less
favourable than is available from independent suppliers. Our
Group will seek quotations from at least two independent
third parties offering the same or comparable products to
determine on the fairness and reasonableness of the price
and to decide if the price is comparable to or more favourable
than those offered by independent third parties for the same
or comparable products.

EEEWRE
Directors’ Report

tEEHEHBEREEHRED
RETHWXZERE LmHAE
14A81 1R ZE 14A 83 IKEHIETE - M
EHFERZNBZEREILE(FR
BIEGNR) REFEREEHEEDRE
B0.1%1EBDHR5% > AIGHETERS
EXBBENEBERTEETERER
e FEERRASWRE  HEE
HeBFLmRAETMAZETH
AR RER I RRMENRE o

HHERBE DR

FRERAR-_Z-—HRFAANBH
REHED T LERBE R ([ #ED
BERBEEWHZR]D Bt EE8H
REEEFMEEEY  REVER
BEHEARREBERAM=F A7
EE - M REEDSDEIRME o

RREDREBEEVERBEDGZS
BEMAKEEDOES K228
VHEFREEXREBREFR R
BRFERHENTE L BRARNE
MEREET  BEEBERETER
ARBYHEFRENER A&
EXsSREIWMBEHBRIATLL
EmiE Y E =T WREUREEZ
BERREATARE  WREZER
BBVE=LHERNATLER
RENEEESHEERERF -

TSAKER CHEMICAL GROUP LIMITED

FEICBEERRATF



EEEHE

Directors’ Report

For the year ended 31 December 2015, the aggregate
purchase price of the iron powder the Group purchased from
Yijia Iron Powder was approximately RMB36,881,000.

Yijia Iron Powder is directly and wholly owned by the younger
brother of Mr. Ge Jianhua and Mr. Ge Jianyong, uncle of Mr.
Ge Yi. As such, the framework purchase agreement on iron
powder constitutes the continuing connected transaction for
the Company.

During the Reporting Period, the independent non-executive
Directors reviewed the above continuing connected
transactions and confirmed such transactions have been
entered into:

(i) in the ordinary and usual course of business of the
Group;

(i)  on normal commercial terms or better; and

(iii) according to the agreement governing them on terms
that are fair and reasonable and in the interests of the
Shareholders as a whole.

The auditor of the Company has performed certain
established reviewing procedures on the above continuing
connected transactions of the Group entered into during
the year ended 31 December 2015, and confirms such
transactions:

(1) have been approved by the Board;

(2) were, in all material respects, in accordance with the
pricing policies of the Group if the transactions involve
the provision of goods or services by the Group;

(3) were entered into, in all material respects, in
accordance with the relevant agreement governing the
transactions; and

(4) have not exceeded the total cap as disclosed in the
Prospectus.
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The related-party transactions set out in note 32 to the
consolidated financial statements of this annual report
constitute connected transactions or continuing connected
transactions as defined and were in compliance with
disclosure requirements under Chapter 14A of the Listing
Rules.

Save as disclosed herein, the Company did not have any
discloseable connected transaction or continuing connected
transaction pursuant to provisions in relation to connected
transactions under Chapter 14A of the Listing Rules for the
year ended 31 December 2015.

MATERIAL LITIGATION

For the year ended 31 December 2015, the Company has not
been involved in any material litigation or arbitration. To the best
knowledge of the Directors, there is no material litigation or claim
pending or threatened against the Company.

PERMITTED INDEMNITY PROVISIONS

Pursuant to article 34.1 of the Articles of Association, every
Director, auditor or other officer of the Company shall be entitled
to be indemnified out of the assets of the Company against all
actions, costs, charges, losses, damages and expenses incurred
or sustained by him as a Director, auditor or other officer of the
Company by reason of any act done, concurred in or omitted
in or about the execution of their duty or supposed duty in their
respective offices or trusts, except such (if any) as they shall incur
or sustain through their own fraud or dishonesty. Every Director,
auditor or other officer of the Company is therefore entitled to
be indemnified subject to the Company Law or other relevant
regulations for the year ended 31 December 2015.
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AUDIT COMMITTEE

The Audit Committee has reviewed with the management and
the external auditor of the Company the accounting principles
and practices adopted by and the audited consolidated financial
statements of the Group for the year ended 31 December 2015.

CORPORATE GOVERNANCE CODE

The Company is committed to maintaining a high standard of
corporate governance practices. Information of the corporate
governance practices adopted by the Company is set out in the
section headed “Report of Corporate Governance” on pages 80 to
99 of this annual report for details.

PUBLIC FLOAT

Based on information publicly available to the Company and to the
best knowledge of the Directors, at least 25% of the Company’s
total issued shares, being the minimum percentage of public float
as prescribed by the Stock Exchange and under the Listing Rules,
was held by the public at all times during the Reporting Period and
as at the Date of this Annual Report.

AUDITOR

Ernst & Young has been appointed as auditor of the Company for
the year ended 31 December 2015. Ernst & Young has audited
the accompanying financial statements which were prepared in
accordance with Hong Kong Financial Reporting Standards.

Ernst & Young is required to retire in the forthcoming annual
general meeting, and is eligible and offers itself for re-election. A
resolution for the re-appointment of Ernst & Young as the auditor
of the Company will be proposed at the annual general meeting.
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CLOSURE OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from
15 June 2016 to 17 June 2016, both days inclusive, in order to
determine the identity of the Shareholders who are entitled to
attend the AGM, during which period no share transfers will be
registered. To be eligible to attend the AGM, all properly completed
transfer forms accompanied by the relevant share certificates
must be lodged for registration with the Company’s branch share
registrar in Hong Kong, Tricor Investor Services Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong, not
later than 4:30 p.m. on 14 June 2016, no later than 4:30 p.m. on
14 June 2016.

The register of members of the Company will also be closed from
23 June 2016 to 27 June 2016, both days inclusive, in order to
determine the entitlement of the Shareholders to receive the final
dividend, during which period no share transfers will be registered.
To qualify for the final dividend, all properly completed transfer
forms accompanied by the relevant share certificates must be
lodged for registration with the Company’s branch share registrar
in Hong Kong, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong, not later
than 4:30 p.m. on 22 June 2016.

By order of the Board
GEYi
Chairman and Chief Executive Officer

Beijing, the PRC, 29 March 2016
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Report of Corporate Governance

The Board is pleased to present the corporate governance report
of the Company for the period from Listing Date to 31 December
2015.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard
of corporate governance to safeguard the interests of its
shareholders and enhance its value and accountability. The
Company has adopted the corporate governance code and
corporate governance report under Appendix 14 to the Listing
Rules as its own corporate governance code. The Company has
been in compliance with all applicable code provisions under the
corporate governance code throughout the Reporting Period,
except for code provision A.2.1 which stipulates that the roles of
chairman and chief executive should be separate and should not
be performed by the same individual. The Company will continue
to review and monitor its corporate governance practices in order
to ensure the compliance with the corporate governance code.

THE BOARD

Responsibilities

The Board is responsible for the overall leadership of the Group,
oversees the Group’s strategic decisions and monitors business
and performance. The Board has delegated the authority
and responsibility for day-to-day management and operation
of the Group to the senior management of the Group. To
oversee particular aspects of the Company’s affairs, the Board
has established three Board committees, including the Audit
Committee, the Remuneration Committee and the Nomination
Committee. The Board has delegated to the Board committees
responsibilities as set out in their respective terms of reference.

All Directors shall ensure that they carry out their duties in good
faith, in compliance with applicable laws and regulations, and in the
interests of the Company and the Shareholders at all times.

The Company has arranged appropriate insurance cover in
respect of liability arising from legal action against its Directors,
and will conduct annual review on such insurance cover.
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Board Composition

During the Reporting Period, the Board comprised four executive
Directors, two non-executive Directors and three independent non-
executive Directors as set out below:

Executive Directors:

Mr. GE Yi (Chairman and Chief Executive Officer)
(appointed on 29 October 2014)

Mr. DUAN Weidong (Vice President)
(appointed on 5 March 2015)

Ms. DONG Zhongmei (Vice President)
(appointed on 5 March 2015)

Ms. JIN Ping (Vice President)
(appointed on 5 March 2015)

Non-executive Directors:

Mr. XIAO Yongzheng
(appointed on 5 March 2015)

Mr. FONTAINE Alain Vincent
(appointed on 3 April 2015)

Independent Non-executive Directors:
Mr. HO Kenneth Kai Chung
(appointed on 5 March 2015)
Mr. ZHU Lin
(appointed on 5 March 2015)
Mr. YU Miao
(appointed on 5 March 2015)
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The biographies of the Directors are set out in the section headed
“Directors and Senior Management” of this annual report.
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During the Reporting Period, the Board met the requirements
of Rules 3.10(1) and 3.10(2) of the Listing Rules relating to
the appointment of at least three independent non-executive
directors with at least one possessing appropriate professional
qualifications or accounting or related financial management
expertise.
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The Company has also complied with Rule 3.10A of the Listing
Rules, which relates to the appointment of independent non-
executive directors representing at least one-third of the Board.

Each of the independent non-executive Directors has confirmed
his independence pursuant to Rule 3.13 of the Listing Rules and
the Company considers each of them to be independent.

Save as disclosed in the biographies of the Directors as set out
in the section headed “Directors and Senior Management” of this
annual report, none of the Directors has any personal relationship
(including financial, business, family or other material/relevant
relationship) with any other Director or any chief executive.

All Directors, including independent non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and expertise to the Board for its efficient and effective
functioning. Independent non-executive Directors are invited to
serve on the Audit Committee, the Remuneration Committee and
the Nomination Committee.

As regards the corporate governance code provision requiring
directors to disclose the number and nature of offices held in public
companies or organisations and other significant commitments
as well as their identity and the time involved to the issuer, the
Directors have agreed to disclose their commitments to the
Company in a timely manner.

INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

Any newly appointed Director would be provided with necessary
induction and information to ensure that he/she has a proper
understanding of the Company’s operations and businesses as
well as his/her responsibilities under relevant statutes, laws, rules
and regulations. The Company also arranges regular seminars to
provide Directors with updates on latest development and changes
in the Listing Rules and other relevant legal and regulatory
requirements from time to time. The Directors are also provided
with regular updates on the Company’s performance, position and
prospects to enable the Board as a whole and each Director to
discharge their duties.
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All Directors are encouraged to participate in continuous

professional development to develop and refresh their knowledge

and skills. From time to time, the joint company secretaries of the

Company update and provide the Directors with written training

materials in relation to their roles, functions and duties.

A summary of training received by the Directors for the Reporting

Period according to the records provided by the Directors is as

follows:

ARASBERESETHEEERRE
BUBREREFENBRIEEE o &A0Q A
FARMETKENRREHUEBESA
& BeERBENEEEINTE -

REESREHNEN  REEHR - ES
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Nature of Continuous
Professional Development

Name of Director EEgE HESERRAENE
Executive Directors HITES
Mr. GE Yi xXXEE A /B, C
Mr. DUAN Weidong BEREE A B
Ms. DONG Zhongmei Bt A B
Ms. JIN Ping BE¥uzt A /B, C
Non-executive Directors FHITES
Mr. XIAO Yongzheng EEN 2 A B
Mr. FONTAINE Alain Vincent FONTAINE Alain Vincent &4 B,C
Independent Non-executive BIFHITES
Directors
Mr. HO Kenneth Kai Chung Rk B % A, B
Mr. ZHU Lin RFREE B, C
Mr. YU Miao TR E B
Notes: FEE -
A:  attending seminars and/or conferences and/or forums and/or Al HEWMEER BEBERAHE
briefings k/SEHRE
B: reading materials on various topics, including corporate B: MEZEEANZBNME  ZEEED
governance matters, directors’ duties and responsibilities, XER EEWE LmRBRHEME
Listing Rules and other relevant laws BESEGI
C:  participating in training provided by law firms and that relating to C: ZMEmMmAriRMmEI - BEAREKE

the business of the Company

BRI

TSAKER CHEMICAL GROUP LIMITED
FECBEKERRAA



EEERRE

Report of Corporate Governance

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

In accordance with the code provision A.2.1 of the Corporate
Governance Code, the roles of chairman and chief executive
should be separate and should not be performed by the same
individual. The Company deviates from the code provision A.2.1
because Mr. Ge Yi performs both the roles of the chairman and the
chief executive officer of the Company. Since Mr. Ge Yi has been
with the Group for many years, he has a thorough understanding
in our business, management, customers and products. With his
extensive experience in business operation and management,
the Board believes that vesting the two roles in the same person
provides the Company with strong and consistent leadership and
facilitates effective implementation and execution of our business
decisions and strategies, and is beneficial to the business
prospects and management of the Company.

Under the leadership of Mr. Ge Yi, the Board works effectively and
performs its responsibilities with all key and appropriate issues
discussed in a timely manner. In addition, as all major decisions
are made in consultation with members of the Board and relevant
Board committees, and there are three independent non-executive
Directors on the Board offering independent perspectives, the
Board is therefore of the view that there are adequate safeguards
in place to ensure sufficient balance of powers and authorities
between the Board and the management of the Company. To
maintain a high standard of corporate governance practices of the
Company, the Board shall nevertheless review the effectiveness
of the structure and composition of the Board from time to time in
light of prevailing circumstances.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Each of the executive Directors has entered into a service contract
with the Company for a term of three years commencing on 3 July
2015, renewable upon mutual agreement.

Each of the non-executive Directors and the independent non-
executive Directors has entered into a letter of appointment with
the Company for a term commencing on the date of appointment
and ending on the date falling on three years after 3 July 2015,
renewable upon mutual agreement.
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Save as disclosed above, no Director has entered into a service
contract with the Group which is not determinable within one
year without payment of compensation (other than statutory
compensation).

In accordance with the Articles of Association, each of the
Directors is subject to retirement by rotation at least once every
three years and any new Director appointed to fill a causal vacancy
shall submit himself/herself for election by shareholders at the first
general meeting of the Company after his/her appointment and
new Director appointed as an addition to the Board shall submit
himself/herself for re-election by shareholders at the next following
general meeting of the Company after his/her appointment.

The procedures and process of appointment, re-election and
removal of Directors are set out in the Articles of Association. The
Nomination Committee is responsible for reviewing the Board
composition and making recommendations to the Board on the
appointment or re-election of Directors and succession planning
for Directors.

BOARD MEETINGS

The Company will adopt the practice of holding Board meetings
regularly, at least four times a year, and at approximately quarterly
intervals. Notices of no less than fourteen days are given for all
regular board meetings to provide all Directors with an opportunity
to attend and include matters in the agenda for a regular meeting.

For other Board meetings and Board Committee meetings,
reasonable notice is generally given by the Company. The agenda
and accompanying board papers are dispatched to the Directors or
committee members at least three days before the Board meetings
or Board Committee meetings to ensure that the Directors have
sufficient time to review the papers and be adequately prepared
for the meetings or Board Committee meetings. When Directors or
committee members are unable to attend a meeting, they will be
advised of the matters to be discussed and given an opportunity
to make their views known to the Chairman prior to the meeting.
Minutes of meetings shall be kept by the joint company secretaries
with copies circulated to all Directors for information and records.
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Minutes of the Board meetings and Board Committee meetings are
recorded in sufficient detail on the matters considered by the Board
and the Board Committees and the decisions reached, including
any concerns raised by the Directors. Draft minutes of each Board
meeting and Board Committee meeting are/will be sent to the
Directors for comments within a reasonable time after the date on
which the meeting is held. The minutes of the Board meetings are
open for inspection by the Directors.

During the period from the Listing Date to 31 December 2015,
two Board meetings and no general meeting was held, and the
attendance of the individual Directors at these meetings is set out
in the table below:

ESEERREEEERNERLHREH
BURESENESSZEEMERNS
HRAEFHRE  BREESREHNER
BE RESEEENESSEEEER
NEBRCHRERRE BENERETR
MEERERNTEEEES  UHREZ
B -ETESRNSRLCHEARMUMEE
=EH -

BEmHEHPZE-_Z—AF+=-A=+—H
R EEEHET2RESEEENRK
EERBRRAE  ERESHEESSS
BURBRRAENERENT X

Actual attendance at Board meetings/
Number of Board meetings

Directors BEx EHEEEERY EEERH
Executive Directors BITES
Mr. Ge Yi XKEE 2/2
Mr. Duan Weidong BREREE 2/2
Ms. Dong Zhongmei 37V Sy odun 2/2
Ms. Jin Ping BE¥u+ 2/2
Non-executive Directors FHITES
Mr. Xiao Yongzheng HEREE 2/2
Mr. FONTAINE Alain Vincent FONTAINE Alain Vincent 54 2/2
Independent non-executive BUFHTES

Directors
Mr. Ho Kenneth Kai Chung AR LE 2/2
Mr. Zhu Lin KREREE 2/2
Mr. Yu Miao FEEE 2/2

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code of
conduct regarding Directors’ securities transactions. Specific
enquiry has been made to all the Directors and each of the
Directors has confirmed that he/she complied with the Model Code
throughout the Reporting Period.
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During the year, the Company also adopted its own code of
conduct regarding employees’ securities transactions on terms
no less exacting than the standard set out in the Model Code for
the compliance by its relevant employees who are likely to be in
possession of unpublished inside information of the Company in
respect of their dealings in the Company’s securities.

DELEGATION BY THE BOARD

The Board reserves for its decision on all major matters of
the Company, including: approval and monitoring of all policy
matters, overall strategies and budgets, internal control and
risk management systems, material transactions (in particular
those that may involve conflict of interests), financial information,
appointment of Directors and other significant financial and
operational matters. Directors could have recourse to seek
independent professional advice in performing their duties at the
Company’s expense. Directors are encouraged to access and to
consult with the Company’s senior management independently.

The daily management, administration and operation of the Group
are delegated to the senior management. The delegated functions
and responsibilities are periodically reviewed by the Board.
Approval has to be obtained from the Board prior to any significant
transactions entered into by the management.

CORPORATE GOVERNANCE FUNCTION

The Board recognizes that corporate governance should be
the collective responsibility of Directors and their corporate
governance duties include:

(a) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(b) to review and monitor the training and continuous professional
development of Directors and senior management;

(c) to develop, review and monitor the code of conduct and
compliance manual applicable to employees and Directors;

RAEER » A2 ADCRM—ELEHR
TERNEEFFTRENESESRS
MESAHTE UETEREAATN
RABAREENESMEAEEERAD
AwH o

Exgnie

ESEHADAMAERASERERE
B eE HEREE-VERXSEE B
BEBMEAE A¥EZREREER
BBEARG (BRRAURESNRER
) UBEE ZERESREMEIEY
BREESEH EERETHRERERT
SRBUBESR > EAAARQFRIE -
RETEEBOARTDSREEBETE

s
RE o

FEENHEEE  THREER TR
EEEAE EFSEHRAIRERRE
KBS  EEELENEARZAIAR
GESSHE-

EERTAMAE

EEERA CEERERESHARE

f RENLEELRAERRE

(a) BMARERAQXTNEBTEERE
ERETHAZBERESR

(b) MAREREERSREEEZE
IRFEEEER

(c) HE -BIREZEANEERE
EZRITRERERFM

TSAKER CHEMICAL GROUP LIMITED
KECBREERRAF

87



EEERRE

Report of Corporate Governance

(d) to develop and review the Company’s policies and practices
on corporate governance and making recommendations to
the Board and report to the Board on matters;

(e) toreview the Company’s compliance with the CG Code and
disclosure in the corporate governance report; and

(f)  to review and monitor the Company’s compliance with the
Company’s whistleblowing policy.

BOARD COMMITTEES

Audit Committee

The Audit Committee comprise three members, namely Mr. Zhu
Lin (chairman), Mr. Xiao Yongzheng and Mr. Yu Miao, of which Mr.
Zhu Lin and Mr. Yu Miao are independent non-executive Directors
and Mr. Xiao Yongzheng is a non-executive Director.

The main duties and responsibilities of the Audit Committee are as
follows:

1. to be primarily responsible for making recommendations to
the Board on the appointment, reappointment and removal
of the external auditor, and to approve the remuneration and
terms of engagement of the external auditor, and to deal with
any questions of its resignation or dismissal;

2. to monitor the integrity of the Company’s financial statements
and annual report and accounts, half-year report and, if the

preparation of publication, quarterly reports, and to review
significant financial reporting judgments contained in them;

3. inreviewing these reports mentioned above before
submission to the Board, focusing particularly on:

(iy  any changes in accounting policies and practices;

(i)  major judgmental areas;
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(iii)  significant adjustments resulting from the audit;

(iv) the Group’s going concern assumption and any
qualifications;

(v) compliance with accounting standards; and

(vi) compliance with the Listing Rules and legal
requirements in relation to financial reporting;

4.  to review the Company’s financial controls, internal control
and risk management systems and to audit any significant
connected transaction, so as to ensure that management
has performed its duty to establish an effective internal
control system;

5. to discuss the risk management and internal control
system with management to ensure that management
has performed its duty to have an effective system. This
discussion should include the adequacy of resources, staff
qualifications and experience, training programmes and
budget of the Company’s accounting and financial reporting
function;

6. to develop and review the Company'’s policies and practices
on corporate governance and make recommendations to the
Board;

7. toreview and monitor the training and continuous
professional development of directors and senior
management, and the Company’s policies and practices on
compliance with legal and regulatory requirements; and

8. to review the Company’s compliance with the code and
disclosure in the corporate governance report.

The written terms of reference of the Audit Committee are available
on the websites of the Stock Exchange and the Company for
inspection.
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During the period from the Listing Date to 31 December 2015, BEtmARE—ZE—AE+=-A=+—8H
the Audit Committee held a total of two meetings to discuss and HE BEREEEHET2RAEREES
consider the following: BEUFRRZEEUATREA

. it reviewed the annual results of the Company and its EZHAQABREMB QRN EHE

subsidiaries for this financial year and the auditor’s report
prepared by the external auditor on accounting matters and
the major findings during the audit;

. it reviewed the interim results of the Company and its
subsidiaries for the period ended 30 June 2015; and

. it reviewed the financial reporting system, compliance
procedures, internal controls (including the adequacy of
resources, staff qualifications and experience, training
programme and budget of the Company’s accounting and
financial reporting function), risk management system and
procedures and the re-appointment of external auditor. The
Board did not have separate opinion on any recommendation
and suggestion by the Audit Committee in relation to the
selection, appointment, retirement or removal of external
auditor.

ENEFEE URBNELHE
HEFSEERERBRETHNERE
BFTRENELERS

EHARARENBLAREE R
—HEERNB=ZtTHILEZPHESE
53

HMBRHRAG 8RBT AR
EZ(BEARXRAEH RYEHRN
FEENER  BF - BIIRER
HERBRR) BEBREERASKRE
FF BA K% 4B 58 S HE A BB A HH AR AT o
ESEYERBELZESHE
B2 RE RESRRIMEZEE
EHBOEAERRE -

The attendance of members of the Audit Committee at the SEREESHEHESENBRERT
meetings are set out in the following table: x:

Actual attendance/Required attendance

Name of Directors BN BHEREEHERE

Mr. Zhu Lin RIFREE 2/2

Mr. Xiao Yongzheng HBEERAE 2/2

Mr. Yu Miao FEEE 2/2
NOMINATION COMMITTEE REEE®

The Nomination Committee currently comprise three members, REZESRBH=ZEREAR  IXKX
namely Mr. Ge Yi (chairman), Mr. Ho Kenneth Kai Chung and FHE(ERE) - ARMEEERRREE B
Mr. Zhu Lin, of which Mr. Ge Yi is an executive Director and Mr. PRREEABITES  MARBELER
Ho Kenneth Kai Chung and Mr. Zhu Lin are independent non- KEEEUBBIIIBITES -

executive Directors.
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AARREZEENTERSEMNT ¢

The main duties and responsibilities of the Nomination Committee
of the Company are as follows:

to analyse the standards and procedures for selection
of Directors and senior management appointed by the
Board; review the structure, size, composition and diversity
(including without limitation, gender, age, cultural and
educational background, ethnicity, professional experience,
skills, knowledge and length of service) of the Board at least
annually and make recommendations on any proposed
changes to the Board to complement the Company’s
corporate strategy;

to determine the policy for the nomination of Directors,
identify individuals suitably qualified to become members
of the Board and may select individuals nominated
for directorship. In identifying suitable individuals, the
Committee shall consider individuals on merit and against
the objective criteria, with due regard for the benefits of
diversity on the Board;

to assess the independence of the independent non-
executive Directors;

to review the Board Diversity Policy, as appropriate, and
review the measurable objectives that the Board has set for
implementing the Board Diversity Policy, and the progress on
achieving the objectives; and make disclosure of its review
results in the Corporate Governance Report annually;

to assess and review the candidates for director and senior
management to be potentially appointed by the Board,
make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for
directors, in particular the chairman and the chief executive
officer, taking into the Company’s corporate strategy and the
mix of skills, knowledge, experience and diversity needed in
the future; and

to examine the assessment standards for Directors and
senior management appointed by the Board, conduct the
relevant assessments and make recommendations to the
Board.
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The Nomination Committee will assess the candidate or incumbent
on criteria such as integrity, experience, skill and ability to commit
time and effort to carry out the duties and responsibilities. The
recommendations of the Nomination Committee will then be put
to the Board for decision. The written terms of reference of the
Nomination Committee are available on the websites of the Stock
Exchange and the Company.

The Company believes that the diversity of Board composition
has many benefits to the performance of the Company. As
such, the Company has adopted the Board Diversity Policy to
ensure in designing the Board’s composition, board diversity
will be considered from a number of aspects, including but not
limited to age, cultural and educational background, professional
experience, skills and knowledge. All Board appointments will be
based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity on
the Board. The Board Diversity Policy is summarised as follows:

PURPOSE: aim to set out the approach to achieve diversity on the
Board.

POLICY STATEMENT: With a view to achieving a sustainable
and balanced development, the Company sees increasing
diversity at the Board level as an essential element in
supporting the attainment of its strategic objectives and its
sustainable development. All Board appointments will be based
on meritocracy, and candidates will be considered against
appropriate criteria, having due regard for the benefits of diversity
on the Board.

IMPLEMENTATION: The Company is committed to selecting the
best person for the role. Selection of candidates will be based on a
range of diversity perspectives, including but not limited to gender,
age, cultural background and ethnicity, in addition to educational
background, professional experience, skills, knowledge and
length of service. The ultimate decision will be based on merit and
contribution that the selected candidates will bring to the Board.
The Board’s composition (including gender, age, length of service)
will be disclosed in the Corporate Governance Report annually.
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During the period from the Listing Date to 31 December 2015, the
Nomination Committee held one meeting to discuss and consider
the following:

it reviewed the structure, size and composition (including the
skills, knowledge and experience) of the Board and make
recommendations on any necessary changes to the Board;

it reviewed that the roles of the chairman and the chief
executive officer of the Company are held by the same
person, and believes that vesting the two roles in the same
person provides the Company with strong and consistent
leadership and facilitates effective implementation and
execution of our business decisions and strategies, and is
beneficial to the business prospects and management of the
Company; and

it reviewed the Board Diversity Policy.

The attendance of members of the Nomination Committee at the
meetings are set out in the following table:

BEHHEME-_Z-—AF+ZA=+
BB REZEEHBTIRNRERESE
SRUNWREEATAER ¢

I 1m

1. BHESS2RE - ABRAK(E
EReE - AEAER)  UHREFAFT
BECSBNESSRHES

2. BHEERTHRAEAZMEBVLAR
—AEENRE RAWMEBRNCH
B—AEESEAQARZEERE—
B UEREERWIITEBRER
R BARAKRARNEBAERE
B, &

3. EHEFIREZTILHE-

BEREZEEREHEZSERNEREH
RT&:

Actual attendance/Required attendance

Directors '2x CHERE EHERE
Mr. Ge Yi XKLL 11
Mr. Ho Kenneth Kai Chung ARk E % 11
Mr. Zhu Lin KFREE 11

REMUNERATION COMMITTEE

FHERS

The Remuneration Committee comprise three members, namely
Mr. Yu Miao (chairman), Mr. Xiao Yongzheng and Mr. Ho Kenneth
Kai Chung, of which Mr. Yu Miao and Mr. Ho Kenneth Kai Chung
are independent non-executive Directors and Mr. Xiao Yongzheng

is a non-executive Director.
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The main duties and responsibilities of the Remuneration
Committee are as follows:

to make recommendations to the Board on the Company’s
policy and structure for all directors and senior management
remuneration and on the establishment of a formal and
transparent procedure for developing remuneration
policy according to standards including salaries paid
by comparable companies, time commitment and
responsibilities concerned, and employment terms of other
positions within the Company and its subsidiaries;

to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives;

to make recommendations to the Board on the remuneration
packages of individual executive Directors and senior
management, including benefits in kind, pension rights
and compensation payments, including any compensation
payable for loss or termination of their office or appointment;

to make recommendations to the Board on the remuneration
of non-executive Directors;

to consider salaries paid by comparable companies, time
commitment and responsibility and employment conditions
elsewhere in the Group;

to review and approve compensation payable to executive
Directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive for
the Company;

to review and approve compensation arrangements relating
to dismissal or removal of directors for misconduct to ensure
that they are consistent with contractual terms and are
otherwise reasonable and appropriate; and

to ensure that no director or any of his associates is involved
in deciding his own remuneration.
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The written terms of reference of the Remuneration Committee
are available on the websites of the Stock Exchange and the
Company.

During the Reporting Period, the Remuneration Committee held
one meeting to discuss and consider the following:

1. it reviewed the remuneration packages of Directors and
senior management; and

2. itreviewed the employee remuneration policies and
structure.

The attendance of members of the Remuneration Committee at
the meetings are set out in the following table:

FHEESENEEREEEREIIRA
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2. FEHATEIFMBEERRERS -

EFHEEEREHEZSERNERE
RT&:

Actual attendance/Required attendance

Name of Directors EEgE EHERYEHERE
Mr. Yu Miao TREE 11
Mr. Xiao Yongzheng HBEEREE 1/1
Mr. Ho Kenneth Kai Chung AIRAREE 1/1
REMUNERATION OF DIRECTORS AND SENIOR EERERETEEROTFM

MANAGEMENT

The remuneration of Directors and senior management of the
Company (whose biographies are set out in pages 40 to 47 of this
annual report) during the Reporting Period fall under the following
bands:

RBEHR  BEESRALTANSHER
B(RE2BERENAFREIOEEEL7
B)HMESSREAIOT -

Number of individuals

Band of remuneration (RMB) &% (AR#ET) AE
RMB1,000,000 to 1,500,000 1,000,000 £ 1,500,000 1
RMBO to 1,000,000 0% 1,000,000 11
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DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL REPORTING IN RESPECT OF
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the period from the Listing
Date to 31 December 2015 which give a true and fair view of the
affairs of the Company and the Group and of the Group’s results
and cash flows.

The management has provided to the Board such explanation
and information as are necessary to enable the Board to carry out
an informed assessment of the Company’s financial statements,
which are put to the Board for approval. The Company provides
all members of the Board with monthly updates on the Company’s
performance, positions and prospects.

The Directors were not aware of any material uncertainties relating
to events or conditions which may cast significant doubt upon the
Group’s ability to continue as a going concern.

The statement by the independent auditors regarding their
reporting responsibilities on the consolidated financial statements
of the Company is set out in the Independent Auditor's Report on
page 100 of this annual report.

INTERNAL CONTROL

The Board acknowledges that it is the responsibility of the Board
to maintain an adequate internal control system to safeguard
shareholder investments and the assets of the Company and
review the effectiveness of such system on an annual basis.

The Group’s internal control team plays a major role in monitoring
the internal governance of the Company. The major tasks of the
internal control team are regulating and reviewing the financial
condition and internal control of the Company and conducting
comprehensive audits of all branches and subsidiaries of the
Company on a regular basis.

The Board has conducted a review of the effectiveness of the
internal control system of the Group and considered the internal
control system to be effective and adequate.
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AUDITOR’S REMUNERATION

The remuneration of the auditor in respect of the audit and non-

B REMEN &

REBARELTEHREE-2 -0 F

audit services provided to the Company for the period from the +TZA=+—H BB EARL T RENZ
Listing Date to 31 December 2015 is as follows: YR FREBRBE2BAMSHIIMT ¢
Amount
]
(RMB)
Type of services PR 7 %8 51 (AR¥T)
Audit services BE R 3,000,000
Non-audit services in relation  BIRFLIE M
to taxation consulting I ZBRTE 170,000
Total st 3,170,000
COMPANY SECRETARIES YNGIETE
Ms. Wang Yanling, one of the joint company secretaries of the FURLZTHBRATNHELATARE -
Company, is responsible for advising the Board on corporate ERGCEEREENESSREESR il]f
governance matters and ensuring that the Board policy and BREBRESENBEREREF BARZE
procedures, and the applicable laws, rules and regulations are # - HAIRER -

followed.

In order to uphold good corporate governance and ensure
compliance with the Listing Rules and applicable Hong Kong laws,
the Company also engages Ms. LEUNG Suet Lun of TMF Hong
Kong Limited (a company secretarial service provider) as the other
joint company secretary to assist Ms. Wang Yanling to discharge
her duties as one of the joint company secretaries of the Company.
Ms. Wang Yanling is the primary contact person of the Company.

For the year ended 31 December 2015, Ms. Wang Yanling and
Ms. LEUNG Suet Lun have undertaken no less than 15 hours of
relevant professional training respectively in compliance with Rule
3.29 of the Listing Rules.

REFREFNEEERABRYTS LHR
AIREREBEE  ARANERRERS
BERQB (RAMERBREME) RER
LEARRANE —UBEIARAWE 1
B ESIR LT EITRIERA QAR Q AU
ENRE  FTURZTARAINETER
A e

BE-Z-AF+-RA=t—HLFE"
ITURZEIRRERLITEHELTHRE
E3.20RET T O R15 N RHBBEE RS
Bl
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
understanding of the Group’s business, performance and
strategies. The Company also recognises the importance of timely
and non-selective disclosure of information on the Company,
which will enable shareholders and investors to make the informed
investment decisions.

The annual general meetings of the Company provide opportunity
for shareholders to communicate directly with the Directors.
The Chairman of the Company and the chairmen of the Board
Committees of the Company will attend the annual general
meetings to answer shareholders’ questions. The external auditor
will also attend the annual general meetings to answer questions
about the conduct of the audit, the preparation and content of the
auditor’s report, the accounting policies and auditor independence.

To promote effective communication, the Company adopts a
Shareholders’ communication policy which aims at establishing a
two-way relationship and communication between the Company
and its shareholders and maintains a website at http://www.tsaker.
com/html/english/brand.htm, where the up-to-date information on
the Company’s business operations and developments, financial
information, corporate governance practices and other information
are available for public access.

SHAREHOLDERS’ RIGHTS

To safeguard the Shareholders’ interests and rights, a separate
resolution will be proposed for each issue at general meetings,
including the election of individual directors.

All resolutions put forward at general meetings will be voted on by
poll pursuant to the Listing Rules and the poll results will be posted
on the websites of the Company and the Stock Exchange in a
timely manner after each general meeting.

ANNUAL REPORT 2015
2015 FFEERE

BERFHBERKREERRFR

ARARE  BRERNWBRBBHMER
EEBAREREEBBASENER
REARKBHFFER - AR AP RERE
HEFREMMBEADTENUAHSRRE
REEFEHABRERENERM -

AABBRRBFASRHARREESHE
BENKE - ARAETERARARES
EREEIRBHERREFASEHER
RIZR - RHMTEEERRBFAS
WHERRAETITE RBEMBENRER
AR B ERRRLBABIMENE
A o

RREREBYWER  NARKMRRBA
B BEZEVADRHERRNEERE
RE® - WRBER (http://www.tsaker.
com/html/english/brand.htm) * Z" AT &
REEH B EREEEREERBROEN
ik VKEIE  CEETRERAREME
B UEARALER

BSR4 F

ARERRNVFAZRER  RAFAERR
RAELREBR (BEERELNES) R

SBWIREE -

RBERASLRENAERBREREL
MRAAUKRESRETRR  REERS
REBRRAEBTERERARARER
FRAguaTIZ -



TEERKRE

Report of Corporate Governance

CONVENING AN EXTRAORDINARY GENERAL
MEETING AND PUTTING FORWARD PROPOSALS

According to the Articles of Association, shareholders may put
forward proposals for consideration at general meetings of the
Company. Any one or more member(s) of the Company holding
at the date of deposit of the requisition not less than one-tenth
of the paid up capital of the Company carrying the right of voting
at general meetings of the Company shall at all times have the
right, by written requisition to the Board or any one of the joint
company secretaries of the Company to require an extraordinary
general meeting to be called by the Board for the transaction of
any business specified in such requisition; and such meeting shall
be held within two months after the deposit of such requisition.
If within 21 days of such deposit the Board fails to proceed to
convene such meeting the requisitionist(s) himself (themselves)
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the
Board to convene such general meeting shall be reimbursed to the
requisitionist(s) by the Company.

PROCEDURES FOR PUTTING FORWARD
PROPOSALS AT GENERAL MEETINGS

There are no provisions allowing shareholders to propose
new resolutions at the general meetings under the Cayman
Islands Companies Law. However, shareholders who wish to
propose resolutions may follow Article 12.3 of the Articles of
Association for requisitioning an extraordinary general meeting
and including a resolution at such meeting. The requirements
and procedures are set out in the section headed “CONVENING
AN EXTRAORDINARY GENERAL MEETING AND PUTTING
FORWARD PROPOSALS” in this annual report.

ENQUIRIES TO THE BOARD

Shareholders who intend to put forward their enquiries about the
Company to the Board could send their enquiries to the capital
market department of the Company at its headquarters through
email at ir@tasker.com.

CHANGE IN CONSTITUTIONAL DOCUMENTS

The Company adopted on 12 June 2015 the revised and restated
Articles of Association, with effect from the Listing Date.
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Independent Auditors’ Report

To the shareholders of Tsaker Chemical Group Limited
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tsaker
Chemical Group Limited (the “Company”) and its subsidiaries
set out on pages 102 to 179, which comprise the consolidated
statement of financial position as at 31 December 2015, and the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. Our report is made solely
to you, as a body and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements
are free from material misstatement.
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Independent Auditors’ Report

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditors consider internal control relevant to the entity’s
preparation of consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the financial position of the Company and
its subsidiaries as at 31 December 2015, and of their financial
performance and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been
properly prepared in compliance with the disclosure requirements
of the Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong
29 March 2016
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Consolidated Statement of Profit or Loss and Other
Comprehensive Income

2015 2014
—®B-HF —B-0NF
Notes RMB’000 RMB’000
bEE ARET T ARBT T

REVENUE Y= 5 875,711 897,477
Cost of sales SHEMA (605,942) (555,242)
Gross profit EF 269,769 342,235
Other income and gains HA A R W 5 18,732 15,894
Selling and distribution expenses &R 2 #H5I % (34,076) (25,289)
Administrative expenses THEX (93,912) (89,675)
Other expenses Hibpx (1,234) (4,534)
Finance costs B IE R A 6 (7,327) (11,634)
Exchange losses, net ENEIEFE (4,244) (763)
PROFIT BEFORE TAX BRB AR A 7 147,708 226,234
Income tax expense FrSmiB 10 (45,450) (54,720)
PROFIT FOR THE YEAR FRNEF 102,258 171,514
OTHER COMPREHENSIVE HitZ2EKRA

INCOME
Other comprehensive income to  #SREZFREEHFLEE

be reclassified to profit or loss BEEMEEmRA

in subsequent periods:
Exchange differences on BMEINEIZEFEIVEE =R

translation of foreign operations 23,528 1,008
TOTAL COMPREHENSIVE FRAEZEBAEE

INCOME FOR THE YEAR 125,786 172,522
Profit attributable to: THIA AR

Owners of the parent B RREBA 102,258 144,859

Non-controlling interests FEiER R = 26,655

102,258 171,514

Total comprehensive income TH AT EWS

attributable to: ZHUWAZEE :

Owners of the parent BAREBA 125,786 145,867

Non-controlling interests IR - 26,655

125,786 172,522

EARNINGS PER SHARE FRREE AENL

ATTRIBUTABLE TO OWNERS BREF
OF THE PARENT

Basic and diluted HEAREE
(expressed in RMB per share) (RERARBIIT) 13
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Consolidated Statement of Financial Position
BE-E—HF+-HA=+—HLEE

Notes
ok

NON-CURRENT ASSETS IRBEE
Property, plant and equipment M - BERRE 14
Prepaid land lease payments FEfT T IR EFRIE 15
Deferred tax assets EERIEEE 25
Other non-current assets HMFEREBEE
Total non-current assets FREEELRE
CURRENT ASSETS MENEE
Inventories A= 16
Trade receivables g 5 EWFIE 17
Notes receivables W ERE 18
Prepayments and other FENFIER H W RRIE

receivables 19
Prepaid income tax FASFRSH 10
Restricted cash ZRIRE 20
Cash and cash equivalents RERBESEEY 20
Total current assets RBEEHAE
CURRENT LIABILITIES REEE
Trade payables B S REATIR 21
Other payables and accruals HittE N RIERETERA 22
Interest-bearing bank borrowings 3+ ESRITIERR 23
Income tax payable B REH 10
Total current liabilities nBAEARE
NET CURRENT ASSETS/ BRBEE (8F)

(LIABILITIES)
TOTAL ASSETS LESS REERADEME

CURRENT LIABILITIES
NON-CURRENT LIABILITIES FREBEE
Deferred income IEFEUT A 24
Deferred tax liabilities EERIEEE 25
Other financial liability HitemaE 26
Total non-current liabilities ERBaEEEE
Net assets EEFE

Year ended 31 December 2015

2015 2014
—E-FRF —E—E
RMB’000 RMB’000
ARBT T AREET T
504,540 323,743
64,718 35,486
24,425 24,092
14 25
593,697 383,346
77,872 60,383
163,184 115,097
71,080 32,566
44,209 17,111
13,805 -
300,516 514
192,873 95,471
863,539 321,142
193,094 149,144
96,378 107,256
317,320 81,000
= 22,406
606,792 359,806
256,747 (38,664)
850,444 344,682
6,806 7,221
1,550 -

= 30,615

8,356 37,836
842,088 306,846

TSAKER CHEMICAL GROUP LIMITED
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Consolidated Statement of Financial Position

2015 2014

—E-HF —E-mEF

Notes RMB’000 RMB’000
Hrat AR¥TR ARBTR

EQUITY e

Equity attributable to owners BAREEAELER
of the parent

Share capital B 27 30,649 6

Reserves ] 28 811,439 306,840

Total equity R 842,088 306,846

m ANNUAL REPORT 2015
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Consolidated Statement of Changes in Equity

BE_Z—HF+-A=+—HLEE
Year ended 31 December 2015

Attributable to owners of the parent

BAGEAAEE
Safety
Share Share Capital  production Statutory  Translation Retained
capital premium reserve fund reserve reserve profits Total
Bk ROEE  EARE ZREEES iERE 0 ERRE  REEA it
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
ARBTR  ARBTT  ARETR ARETR  AREfr  ARETR  ARMTR  ARETR
At1 January 2015 W-E-1E-B-H 214911 (315,467) 334,594 306,346
Profitfor the year ERgH 102,258 102,258
Other comprehensive ~ FREM2EHRA :
income for the year:
Exchange differences ~ £ENEEH
on tranlation of MERZE
foreign operations
Total comprehensive ~ ERZEARALE
income for the year 102,258 125,786
Issue of shares (note 27) E{TRA (Mzk27) - 409,456
Transfertostatutory ~ ERZETHE
reserve (12,961)
Appropriation to safety ~ EAR24EES
production fund (6,111)
At31December 2015 RZE-%E
TZA=1-H 503,724 (315,467)¢ 33,345 56,842 25215 47,780¢ 842,088

TSAKER CHEMICAL GROUP LIMITED
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Consolidated Statement of Changes in Equity

Attributable to owners of the parent

BRAEENER
Safety Non-
Share Share Captal ~ producion ~ Statutory ~ Translation ~ Refained controlling
capital premium reserve fund feserve Teserve profits Total inferests Total
Re RiEE  EARE 224EEE fRRE ENRE  RERH At ERER ait
RMBOOO ~ RMBOO0  RWBOO0  RMBOOO ~ RMBOOO  RMBOOO  RWBOO0  RMBOOO  RMBOOO  RMBO0O
ARETR  ARBTR  ARMTRL  ARETR  ARRTR  ARMTR ARETR  ARETR  ARETR ARETR
At1 January 2014 H-5-mE-3-5 - - (137,600) 21,681 25032 679 35,976 275,688 49,800 325488
Proftor the year Emil - - - - - S 7 Y %665 115U
Othercomprehensive ~ EREHAENA
income for the year:
Exchange diferences  AEJEZHM
on ranslafion of EfZE
foreign operations - - - - - 1,008 - 1,008 - 1,008
Total comprehensive ~ ER2ANAEE
income for the year - - - - - 1,008 144,859 145,867 26,65 172,522
Capital contrbution from 3R & Cavality
Huage Holdngsand 532 (Rist13(5))
Cavalli(note 13 5)) - - 44766 - - - - 44,766 7167 51,933
Dividend disrbutons ~ HFEXERR
fo Huage Holdngs and ~ £3rAAS
Huage Cangzhou (K&13(6))
(note 13 (6)) - - - - - - (151839)  (151839)  (47848)  (199,687)
Consideration paidto ~ EHHEAT
the then sharehalders ~ EEREAIRE
of the subsidaries (HEH3()
(note 13(7)) - - (1423 - - - - RNy (BT (t1s)
Issue of shares note 27) 7R (Hik2r) 6 2491 (80.210) - - - - -1
Translrtostaioy ~ ERZETHE
reserve - - - - 18,849 - (18,849) - - -
Appropriaion o safety  FAZ2EEES
production fund - - - 5593 - - (5,993) - - -
At3t December 2014 N=F-IE
t2B=1-4 6 491 (54677 a2 43881 1687 334504 306846 - 306,846

These reserve accounts comprise the consolidated reserves
of RMB811,439,000 and RMB306,840,000 in the consolidated
statement of financial position as at 31 December 2015 and 31

December 2014, respectively.
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Consolidated Statement of Cash Flows
BE_Z—HF+-A=+—HLEE

Year ended 31 December 2015

2015 2014
—E-HF —E—-MmF
Notes RMB’000 RMB’000
braF ARBT T ARBT T
CASH FLOWS FROM RETBHABRSRE
OPERATING ACTIVITIES
Profit before tax: BRELAT SR - 147,708 226,234
Adjustments for: B THISEELFE
Finance costs B A 6 7,327 11,634
Interest income FEWA 5 (2,547) (277)
Loss on disposal of items of HEME BMERSEE
property, plant and equipment HE WEE 7 - 2,485
Depreciation e 14 31,494 31,419
Amortisation of prepaid land FEAT T b T & TR 8
lease payments 7 3,497 584
Amortisation of other non-current ~ E {1 3E R EE E #6
assets 10 12
Amortisation of deferred income ~ IEFEUZ A 85 (1,297) (920)
Recovery of assets written off W= E E R 7 (3,443) -
Impairment of property, plant WE - BERZERE
and equipment 7 - 4,590
Impairment of inventory FERE 7 1,197 -
183,946 275,761
Decrease/(increase) in inventories 1Z&E 4 (#&10) (18,686) 29,050
Decrease/(increase) in trade and B 5 EWFER EWZE
notes receivables EA (1) (83,157) 19,678
Increase in prepayments and FENFIE R H R RRIE
other receivables &N (16,935) (4,303)
Increase in trade payables B S ARG M 4,758 19,252
Increase in other payables Hitt BN RIERETER
and accruals 0 54,657 3,488
Increase in restricted cash FIRIE LM (2) (2)
Cash generated from operations K& ELWIEE 124,581 342,924
Interest received [ELEISS 2,547 277
Interest paid [EEEEIES (7,379) (9,226)
Income tax paid [EERIZIEES (80,444) (46,631)
Net cash flows from operating RETHBRESREFH
activities 287,344

TSAKER CHEMICAL GROUP LIMITED 407
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Consolidated Statement of Cash Flows

2015

—E-—REF

Notes RMB’000
Kt ARET T

CASH FLOWS FROM INVESTING R&EEEFIERERE

ACTIVITIES

Purchases of items of property,

plant and equipment
Purchase of prepaid land
lease payment

Proceeds on disposal of items of
property, plant and equipment
Proceeds from governments grants

BEWE  BERRBER

BERAMLHEERE

HEMZE - BERRE
B S R0R
BB FrSRRIE

(184,505)
(32,729)

2,317
882

Net cash flows used in investing

activities

REZHTARSREFHE

(214,035)

CASH FLOWS FROM

FINANCING ACTIVITIES
Funding from related parties

Funding to related parties

Consideration paid to the then
shareholders of the subsidiaries

Proceeds from bank loans

Increase in time deposits for

bank loans
Repayment of bank loans
Repayment of employees
borrowings

Dividend paid to Huage Chemical

(Cangzhou) Co., Ltd.

Proceeds from issue of shares
Proceeds from other financial

liability

BRETBMERSRE

REBHENES
HTREBINES
BAHBA RS
RERE
fﬁﬁﬁ Fﬁ?%?i
AWEBRITHERK
EHH’T?- i“iJD
BIZIRIT
f?sflzﬁ,safan

BERILER CAM) BRAT

XATHRE
?éﬁﬂxfﬁﬁﬁ?%?k
Hitv BB EMERE

17,337
(65,808)

412,320
(300,000)

(176,000)

378,841

Net cash flows from financing

activities

BMEFDAERENEFHE

266,690

NET INCREASE IN CASH AND

CASH EQUIVALENTS

Cash and cash equivalents at

beginning of year

Effect of foreign exchange rate

changes, net

RERREEE YR MNFEHE

FUNRERREEED

EXSBHFLE

20

CASH AND CASH EQUIVALENTS £ RBEE€RIEEZEY

AT END OF YEAR

192,873

ANNUAL REPORT 2015
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2014
—E-ImEF
RMB’000
ARBTT

(111,419)

(12,435)
645
2,450

(120,759)

323,813
(346,102)

(152,190)
171,000

(214,831)
(8,415)

(30,968)
134,707

30,615

(92,371)

74,214
21,113
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Notes to Financial Statements

CORPORATE AND GROUP INFORMATION

The Company is a limited liability company incorporated in
the Cayman Islands. The registered office of the Company
is located at P.O. Box 472, 2nd Floor, Harbour Place, 103
South Church Street, George Town, Grand Cayman, KY1-
1106, Cayman Islands.

The Company is an investment holding company. During
year 2015, the Company’s subsidiaries were involved in the
following principal activities:

. manufacture and sale of pigment intermediates
. manufacture and sale of dye intermediates
. manufacture and sale of mononitrotoluene (comprising

para-nitrotoluene (“PNT”), ortho-nitrotoluene (“ONT”),
meta-nitrotoluene (“MNT”)) as well as ortho-toluidine
(“OT”) and others.

In the opinion of the Directors, the ultimate holding company
and parent of the Company is Cavali Enterprises Inc., a
company registered in British Virgin Islands and controlled by
Mr. Ge Yi (“Mr. Ge”).

LFRFREFIH

ARAR—FERHEEHEEMAT
WERART o A B M S E i
H{VAP.O. Box 472, 2nd Floor,
Harbour Place, 103 South Church
Street, George Town, Grand
Cayman KY1-1106, Cayman
Islands °

RARAB-—RREZRRAF - R
Z-0FR - AREANHBAFE
BERBUTES :

e HBERTEEMNEENBEE
o RHPEEMNEENBEE

e —HEFX(BEHWHAR
KIPNTD -~ # 8 & B X
(TONTH) Ak B EF K
(TMNT)) ~ BEREER(OTL
REMNEEMEE

BEERR FRARRAERLAR
/2 8 A Cavalli Enterprises Inc. -
—XREBEZESTEMHNATR
BEHXREE(TXREEDEZERID
a o
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Notes to Financial Statements

1. CORPORATE AND GROUP INFORMATION 1.
(CONTINUED)

AFRFEEAF ()

HEMBELRNEY

Information about subsidiaries

RATMBARWFERRIIWMT

Particulars of the Company’s subsidiaries are as follows:

Place and date of Issued ordinary/
incorporation/ registered share Percentage of equity
Name establishment capital interest attributable to
HRAL/ BT the Company Principal activities
NRER HItHRAH EER/GMER  KAAEERERSE 0 IEER
Direct Indirect
E# [5}:3
% %
Tsaker Chemical (Hongkong) Hong Kong HK$34,174,000 100 - Investment holding and chemical
Co., Limited 2 September 2010 sale
YRILZ(BE)BRAA EE 34,174,000 7 REERAERHE
“Z-ZEAACH
Tsaker Chemical (Cangzhou) Hebei, People’s Republic of RMB125,000,000 - 100 Chemical production and sale
Co,, Limited China (‘PRC’) tEREENHE
YEIE(RN BRAF 23 September 2005
EARAAE (e ) AR #125,000,0007
b4
“ZRRFARCTER
Tsaker Chemical (Dongguang) Hebei, PRC RMB66,000,000 - 100 Chemical production and sale
Co., Limited 7 May 2013 BREENHEE
YELE(Rt)BRAT hELTIE ARH66,000,000 70
“Z-=FRfRtH
Tsaker Chemical (Dongying) Shandong, PRC RMB30,000,000 - 100 Chemical production and sale
Co,, Limited 20 May 2014 tEREENHE
YR8 (RE)BRAT REILR AR 30,000,007
“E-MERA=TH
Tsaker Technology (Beijing) Beijing, PRC RMB40,000,000 - 100 Internal technical Support and
Co., Limited 17 October 2013 chemical sale
PERR (AR BRLF HELR AR 40,000,000 70 AR ENEREE
“E-ZETATLA
Tsaker (Beijing) Investment Beijing, PRC RMB30,000,000 - 100 Investment Holding
Co,, Limited 21 September 2015 REER
R (L7 REERERAA HELR AR 30,000,000 7
“E-RFAACT-H
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Notes to Financial Statements

CORPORATE AND GROUP INFORMATION
(CONTINUED)

Information about a joint venture

Particulars of the joint venture are as follows:

LFIRFREEH (B)

BEE—RHEEARANER

BELRNFBEERIIMT

Place and date of Issued ordinary/
incorporation/ registered share Percentage of equity
Name establishment capital interest attributable to
HMRL/ 2R the Company Principal activities
PGS RUHER A LER/EMER  RAAEERERSL IEEH
Direct Indirect
ER B
% %
Tibet Wen Xuan Tibet, PRC RMB1,000,000 - 30 Investment holding
Investment Co., Ltd 4 December 2015 RERR
BENHRERESRAT" HERE ARE1,000,0007
“E-IF+ZARA

The registered capitals had not been paid by the year ended
31 December 2015.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) (which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Companies
Ordinance. They have been prepared under the historical
cost convention, presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousands except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2015. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and
has the ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group the
current ability to direct the relevant activities of the investee).

* BE-Z-AF+-A=+—-HL
FEMAINEMER -

21 REEHE

KU BBERDIREEBSHAAE
((ERESMAS ) EMNEEY
BHRELZN(TEBYBRESER D
(BREEBYBHEER  BBEF
EARZEE)  BBEARSTRAR
DREARPIBBEERFER - BHHK
EREEERAEOARAEMAL - A
ARBTARRED 25 MEFAHR
EERYRBREREONTM - E
SHEFEHERN o

REMBBRREELAQRARANE
AA(ABRIAEEDEE-Z
—hF+TZA=t-HLFENE
BHRzR WEBLRRAEHARAERE
FEEEFcER(BEERTE
B MASEEANEERSH
REHSNERFT I ZEFEEL
H THEABBHEREHEINE
D (ASAEERBEANEEREY
SHEBEHNREEN) XEERE
e
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BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (continued)

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(a) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control described in
the accounting policy for subsidiaries below. A change in the
ownership interest of a subsidiary, without a loss of control,
is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises
(i) the assets (including goodwill) and liabilities of the
subsidiary, (ii) the carrying amount of any non-controlling
interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any investment
retained and (iii) any resulting surplus or deficit in profit
or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified to
profit or loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly disposed
of the related assets or liabilities.
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Notes to Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following revised standards for
the first time for the current year’s financial statements.

Amendments to HKAS 19 Defined Benefit Plans: Employee
Contributions
Annual Improvements to HKFRSs 2010-2012 Cycle

Annual Improvements to HKFRSs 2011-2013 Cycle

Other than as explained below regarding the impact of
Annual Improvements to HKFRSs 2010-2012 Cycle and
Annual Improvements to HKFRSs 2011-2013 Cycle,
the adoption of the above revised standards has had no
significant financial effect on these financial statements.

(@)

The Annual Improvements to HKFRSs 2010-2012
Cycle issued in January 2014 sets out amendments to
a number of HKFRSs. Details of the amendments that
are effective for the current year are as follows:

HKFRS 8 Operating Segments: Clarifies that
an entity must disclose the judgments made by
management in applying the aggregation criteria
in HKFRS 8, including a brief description of
operating segments that have been aggregated
and the economic characteristics used to
assess whether the segments are similar. The
amendments also clarify that a reconciliation is
reported to the chief operating decision maker.
The amendments have had no impact on the
Group.

HKAS 16 Property, Plant and Equipment
and HKAS 38 Intangible Assets: Clarifies
the treatment of gross carrying amount and
accumulated depreciation or amortisation of
revalued items of property, plant and equipment
and intangible assets. The amendments have
had no impact on the Group as the Group
does not apply the revaluation model for the
measurement of these assets.
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2.2

CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (CONTINUED)

(@)

(b)

(continued)

HKAS 24 Related Party Disclosures: Clarifies
that a management entity (i.e., an entity that
provides key management personnel services) is
a related party subject to related party disclosure
requirements. In addition, an entity that uses a
management entity is required to disclose the
expenses incurred for management services.
The amendment has had no impact on the Group
as the Group does not receive any management
services from other entities.

The Annual Improvements to HKFRSs 2011-2013

Cycle issued in January 2014 sets out amendments to
a number of HKFRSs. Details of the amendments that
are effective for the current year are as follows:

HKFRS 3 Business Combinations: Clarifies that
joint arrangements but not joint ventures are
outside the scope of HKFRS 3 and the scope
exception applies only to the accounting in the
financial statements of the joint arrangement
itself. The amendment is applied prospectively.
The amendment has had no impact on the Group
as the Company is not a joint arrangement and
the Group did not pay registered capital to any
joint arrangement during the year.

HKFRS 13 Fair Value Measurement: Clarifies
that the portfolio exception in HKFRS 13 can be
applied not only to financial assets and financial
liabilities, but also to other contracts within the
scope of HKFRS 9 or HKAS 39 as applicable.
The amendment is applied prospectively from the
beginning of the annual period in which HKFRS
13 was initially applied. The amendment has had
no impact on the Group as the Group does not
apply the portfolio exception in HKFRS 13.
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Notes to Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

(b)

(continued)

HKAS 40 Investment Property: Clarifies that
HKFRS 3, instead of the description of ancillary
services in HKAS 40 which differentiates
between investment property and owner-
occupied property, is used to determine if
the transaction is a purchase of an asset or
a business combination. The amendment
is applied prospectively for acquisitions of
investment properties. The amendment has had
no impact on the Group as the Group does not
hold any investment property.

In addition, the Company has adopted the amendments to
the Listing Rules issued by the Stock Exchange relating to
the disclosure of financial information with reference to the
Companies Ordinance during the current financial year. The
main impact to the financial statements is on the presentation
and disclosure of certain information in the financial
statements.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in

these financial statements.

HKFRS 9
Amendments to HKFRS 10
and HKAS 28 (2011)

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28
(2011)

Amendments to HKFRS 11

HKFRS 14

HKFRS 15

Amendments to HKAS 1

Amendments to HKAS 16

and HKAS 38

Amendments to HKAS 16
and HKAS 41

Amendments to HKAS 27 (2011)

Financial Instruments?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture'

Investment Entities: Applying

the Consolidation
Exception'

Accounting for Acquisitions
of Interests in Joint
Operations'

Regulatory Deferral Accounts®

Revenue from Contracts with
Customers?

Disclosure Initiative'
Clarification of Acceptable
Methods of Depreciation

and Amortisation'

Agriculture: Bearer Plants'

Equity Method in Separate

Financial Statements'
Annual Improvements Amendments to a number of
2012-2014 Cycle HKFRSs!
! Effective for annual periods beginning on or after 1 January
2016
2 Effective for annual periods beginning on or after 1 January
2018

8 Effective for an entity that first adopts HKFRSs for its annual
financial statements beginning on or after 1 January 2016 and
therefore is not applicable to the Group
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Notes to Financial Statements

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(CONTINUED)

Further information about those HKFRSs that are expected
to be applicable to the Group is as follows:

In September 2014, the HKICPA issued the final
version of HKFRS 9, bringing together all phases of the
financial instruments project to replace HKAS 39 and all
previous versions of HKFRS 9. The standard introduces
new requirements for classification and measurement,
impairment and hedge accounting. The Group expects to
adopt HKFRS 9 from 1 January 2018. The Group is currently
assessing the impact of the standard.

The amendments to HKFRS 10 and HKAS 28 (2011)
address an inconsistency between the requirements in
HKFRS 10 and in HKAS 28 (2011) in dealing with the
sale or contribution of assets between an investor and its
associate or joint venture. The amendments require a full
recognition of a gain or loss when the sale or contribution of
assets between an investor and its associate or joint venture
constitutes a business. For a transaction involving assets
that do not constitute a business, a gain or loss resulting
from the transaction is recognised in the investor’s profit or
loss only to the extent of the unrelated investor’s interest
in that associate or joint venture. The amendments are to
be applied prospectively. The Group expects to adopt the
amendments from 1 January 2016.

The amendments to HKFRS 11 require that an acquirer
of an interest in a joint operation in which the activity of
the joint operation constitutes a business must apply the
relevant principles for business combinations in HKFRS 3.
The amendments also clarify that a previously held interest
in a joint operation is not remeasured on the acquisition of
an additional interest in the same joint operation while joint
control is retained. In addition, a scope exclusion has been
added to HKFRS 11 to specify that the amendments do
not apply when the parties sharing joint control, including
the reporting entity, are under common control of the same
ultimate controlling party. The amendments apply to both
the acquisition of the initial interest in a joint operation and
the acquisition of any additional interests in the same joint
operation. The amendments are not expected to have any
impact on the financial position or performance of the Group
upon adoption on 1 January 2016.
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2.3

ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(CONTINUED)

HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that
reflects the consideration to which an entity expects to
be entitled in exchange for transferring goods or services
to a customer. The principles in HKFRS 15 provide a
more structured approach for measuring and recognising
revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements,
including disaggregation of total revenue, information
about performance obligations, changes in contract asset
and liability account balances between periods and key
judgements and estimates. The standard will supersede all
current revenue recognition requirements under HKFRSs.
In September 2015, the HKICPA issued an amendment to
HKFRS 15 regarding a one-year deferral of the mandatory
effective date of HKFRS 15 to 1 January 2018. The Group
expects to adopt HKFRS 15 on 1 January 2018 and is
currently assessing the impact of HKFRS 15 upon adoption.

Amendments to HKAS 1 include narrow-focus improvements
in respect of the presentation and disclosure in financial
statements. The amendments clarify:

i) the materiality requirements in HKAS 1;

i)  that specific line items in the statement of profit or
loss and the statement of financial position may be
disaggregated;

i)  that entities have flexibility as to the order in which they
present the notes to financial statements; and

iv) that the share of other comprehensive income of
associates and joint ventures accounted for using the
equity method must be presented in aggregate as a
single line item, and classified between those items
that will or will not be subsequently reclassified to profit
or loss.
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ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
(CONTINUED)

Furthermore, the amendments clarify the requirements
that apply when additional subtotals are presented in the
statement of financial position and the statement of profit or
loss. The Group expects to adopt the amendments from 1
January 2016. The amendments are not expected to have
any significant impact on the Group’s financial statements.

Amendments to HKAS 16 and HKAS 38 clarify the principle
in HKAS 16 and HKAS 38 that revenue reflects a pattern
of economic benefits that are generated from operating
a business (of which the asset is part) rather than the
economic benefits that are consumed through the use of the
asset. As a result, a revenue-based method cannot be used
to depreciate property, plant and equipment and may only
be used in very limited circumstances to amortise intangible
assets. The amendments are to be applied prospectively.
The amendments are not expected to have any impact on
the financial position or performance of the Group upon
adoption on 1 January 2016 as the Group has not used a
revenue-based method for the calculation of depreciation of
its non-current assets.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Fair value measurement

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset or
liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by the
Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use
when pricing the asset or liability, assuming that market
participants act in their economic best interest.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.

All assets and liabilities for which fair value is measured
or disclosed in the financial information are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest
level input that is significant to the fair value measurement is
observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest
level input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the financial
information on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting
period.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories and financial assets), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the
higher of the asset’s or cash-generating unit's value in use
and its fair value less costs of disposal, and is determined
for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which
the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss
is charged to profit or loss in the period in which it arises in
those expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to profit or
loss in the period in which it arises.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)

Related parties

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person’s
family and that person:

(@)
(ii)

(iif)

or

has control or joint control over the Group;
has significant influence over the Group; or

is a member of the key management personnel of
the Group or of a parent of the Group;

(b) the party is an entity where any of the following
conditions applies:

()
(ii)

(iif)
(iv)

(v)

(vi)
(vii)

(viii)

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the
same third party;

one entity is a joint venture of a third entity and
the other entity is an associate of the third entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity); and

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property,
plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to profit or loss in
the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalised in the carrying amount of the asset
as a replacement. Where significant parts of property, plant
and equipment are required to be replaced at intervals,
the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Buildings 5%
Machines and equipment 9% to 19%
Office equipment 18% to 32%
Motor vehicles 9% to 24%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Property, plant and equipment and depreciation (continued)

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in profit or loss in the year the asset
is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Construction in progress represents buildings, machinery
and equipment under construction or installation, which
are stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction
and capitalised borrowing costs on related borrowed funds
during the period of construction. Construction in progress is
reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.

Research and development costs

All research costs are charged to profit or loss as incurred.

Leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessee,
rentals payable under operating leases net of any incentives
received from the lessor are charged to profit or loss on the
straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.

ANNUAL REPORT 2015
2015 FFEERE

2.4 FEEHBREE(E®)

M - BERRBRITE (&)

—EYX  BERRB(BENSE
RZEMEREBD) REHEHMETH
ERASIHEFTBELEEEN S -
ERILER NEERXRLBRFE
HEHEARBEIEBERER 2
FABRENREBEEEZHERSR
R HREREE S -

HEIRDEEERAZEBRESD
T EERRE HIEEA
R EE B AR WEIFTE - AR
BRIBNEERARERIER
BEERNESRCLBERSN  TK
RERAE ERIREFIEEY
X HMERRBENEEDIE -

s A

FEMRRAEREERBEEN
% o

HE

HEADREEEREENBAE
DEBEARBNEESGIIEEER
ERE - AKERABEA  RIE
HEHENEANESHNBRELEEA
WEHHEMNEEENREERNRAE
HHREERBHANR -

HEHEETHRNLHHEETNIR
MERRAIIR HEREEHR
RNIREREERR -



BB R

Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as
financial assets at fair value through profit or loss, loans and
receivables and available-for-sale financial investments,
or as derivatives designated as hedging instruments in an
effective hedge, as appropriate. When financial assets are
recognised initially, they are measured at fair value plus
transaction costs that are attributable to the acquisition of
the financial assets, except in the case of financial assets
recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial assets
that require delivery of assets within the period generally
established by regulation or convention in the market place.

Subsequent measurement

The subsequent measurement of financial assets depends
on their classification.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or
costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in other
income and gains in profit or loss. The loss arising from
impairment is recognised in profit or loss in finance costs for
loans and in administrative expenses for receivables.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated
statement of financial position) when:

. the rights to receive cash flows from the asset have
expired; or

. the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation
to pay the received cash flows in full without material
delay to a third party under a “pass-through” arrangement;
and either (a) the Group has transferred substantially
all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all
the risks and rewards of the asset, but has transferred
control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained
the risk and rewards of ownership of the asset. When it has
neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset,
the Group continues to recognise the transferred asset to
the extent of the Group’s continuing involvement. In that
case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to

repay.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset
or a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a group
of debtors is experiencing significant financial difficulty,
default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is
a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that
correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually for
financial assets that are individually significant, or collectively
for financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred).
The present value of the estimated future cash flows is
discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial
recognition).

2.4 FEEHBREAE(E)

TREERME

FEEREREHAFEEEEE
BESBEr-HTREES —4ES
BMEEHBERNE BERNSHEIAZ
EERBE-BERZESMH BF
AESHHTSEATZEREER
ZHETHMEERRMGHREESREE

FER AHBRRE - REEE
JEREEBAS -—HEBALKEE
BEAMBRE  EXRIEEFEH
REMNR  WETESHERET
HMEEARIBESIBE TG
SAARRBEERBAATEZRD (F
WMERHE R B Rz I A EAM R 2
28) -

BHELAS Rz 2 HEE

HREZEBERATRNESMEE -
AEEEEEBFEENEANE
REEACFERENRR > HHF
AEFENEANEREERTRR
BERETR - MAKEEE@EG S
FEEREEEFENETSR - A
FREETHRAEXN &5t A —
AEERBRBBEENEREE
HEMERE T o B RME B ERE
AMENEE  MARBEBRES®ER
FEESER - ATSFAHBRE
EFHE ©

ERANEMRESESHRREER
HEAMGFARRERE (TRER
AEENRREERBR) REZEZE
AFE- A RRETRERERS
REEFREBREFN R (NEREREFE
ENERRAR) TR -

TSAKER CHEMICAL GROUP LIMITED

FEICBEERRATF

127



P BER R

Notes to Financial Statements

24

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised in
profit or loss. Interest income continues to be accrued on the
reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring
the impairment loss. Loans and receivables together with
any associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has
been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the
previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off is
later recovered, the recovery is credited to other expenses in
profit or loss.

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings, net of directly
attributable transaction costs.

The Group’s financial liabilities include trade and other
payables, interest-bearing bank and other financial liability.

Subsequent measurement

The subsequent measurement of financial liabilities depends
on their classification as follows:
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Financial liabilities (continued)
Loans and borrowings

After initial recognition, interest-bearing bank loans and
borrowings from employees are subsequently measured
at amortised cost, using the effective interest rate method
unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses
are recognised in profit or loss when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are
an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in profit
or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial position
if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities
simultaneously.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the weighted average basis
and, in the case of work in progress and finished goods,
comprises direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based on
estimated selling prices less any estimated costs to be
incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash,
are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end
of the reporting period of the future expenditures expected
to be required to settle the obligation. The increase in the
discounted present value amount arising from the passage
of time is included in finance costs in profit or loss.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the
reporting period, taking into consideration interpretations
and practices prevailing in the countries in which the Group
operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

. when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of the
reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, the carryforward of unused tax credits and
unused tax losses can be utilised, except:

. when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not
a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

. in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse
in the foreseeable future and taxable profit will be
available against which the temporary differences can
be utilised.

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed
at the end of each reporting period and are recognised to
the extent that it has become probable that sufficient taxable
profit will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is realised or the liability is settled, based on tax rates (and
tax laws) that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with.

When the grant relates to an expense item, it is recognised
as income on a systematic basis over the periods that the
costs, which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited
to a deferred income account and is released to profit or loss
as other income over the expected useful life of the relevant
asset by equal annual instalments.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(a) from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(b) from processing services, when processing services
are rendered and when it is probable that the economic
benefits associated with such services will flow to the
Group; and

(c) interestincome, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of
the financial asset.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Pension scheme

Employees of the Group’s subsidiaries in the Mainland
China are members of the state-sponsored pension
scheme operated by the Mainland China government. The
subsidiaries are required to contribute a certain percentage
of payroll costs to the retirement benefit scheme to fund
the benefits. The only obligation of the Group with respect
to the retirement benefit scheme is to make the required
contributions. The contributions are charged to profit or loss
as they become payable.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when the assets are substantially ready for
their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing
costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Foreign currencies

These Financial Statements are presented in RMB. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each entity
are measured using that functional currency. The functional
currency of the Company is US dollars. Foreign currency
transactions recorded by the entities in the Group are
initially recorded using their respective functional currency
rates prevailing at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are
translated at the functional currency rates of exchange ruling
at the end of the reporting period. Differences arising on
settlement or translation of monetary items are recognised in
profit or loss.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Foreign currencies (continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation
of a non-monetary item measured at fair value is treated
in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the
item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).

The functional currencies of certain entities within the
Group are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities
are translated into RMB at the exchange rates prevailing at
the end of the reporting period and their statements of profit
or loss are translated into RMB at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the translation
reserve. On disposal of a foreign operation, the component
of other comprehensive income relating to that particular
foreign operation is recognised in profit or loss.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment
to the carrying amounts of the assets or liabilities affected in
the future.

Estimates and judgements are continually evaluated and
are based on historical experiences and other factors,
including expectations of future events that are believed to
be reasonable under the circumstances.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

Deferred tax assets

Deferred tax assets are recognised for all deductible
temporary differences and unused tax losses to the extent
that it is probable that future taxable profit will be available
against which the deductible temporary differences or tax
losses can be utilised. Management estimation is required
to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future
taxable profits together with tax planning strategies.

Impairment provision of receivables

A provision for impairment of trade and other receivables
is established when there is objective evidence that the
Group will not be able to collect all amounts due according
to the original terms of the receivables. Significant financial
difficulties of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation, and default or
delinquency in payments are considered indicators that a
trade receivable is impaired. The amount of the provision
is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted
at the original effective interest rate. Cash flows relating to
trade and other receivables are discounted if the effect of
discounting is material. The carrying amount of the asset
is reduced through the use of an allowance account and
the amount of the loss is recognised in the consolidated
statements of comprehensive income. When a trade and
other receivable is uncollectible, it is written off against
the allowance account for trade and other receivables.
Subsequent recoveries of amounts previously written off
are recognised as income in profit or loss. The impairment
is subject to management’'s assessment at the end of the
reporting period, and hence, the provision amount is subject
to uncertainty.
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Notes to Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Property, plant and equipment-recoverable amount

In accordance with the Group’s accounting policy, each
asset or cash-generating unit is evaluated every reporting
period to determine whether there are any indications of
impairment. If any such indication exists, an estimate of
recoverable amount is performed and an impairment loss is
recognised to the extent that the carrying amount exceeds
the recoverable amount. The recoverable amount of an asset
or cash-generating group of assets is measured at the higher
of fair value less costs of disposal and value in use.

Fair value is determined as the amount that would be
obtained from the sale of the asset in an arm’s length
transaction between knowledgeable and willing parties.

Value in use is generally determined as the present value of
the estimated future cash flows of those expected to arise
from the continued use of the asset in its present form and
its eventual disposal. Present values are determined using
a risk-adjusted pre-tax discount rate appropriate to the risks
inherent in the asset. Future cash flow estimates are based
on expected production and sales volumes, selling prices
(considering current and historical prices, price trends and
related factors) and operating costs. This policy requires
management to make these estimates and assumptions
which are subject to risk and uncertainty; hence there is a
possibility that changes in circumstances will alter these
projections, which may impact on the recoverable amount of
the assets. In such circumstances, some or all of the carrying
value of the assets may be impaired and the impairment
would be charged against profit or loss.

Property, plant and equipment-estimated useful lives and the
residual values

The Group’s management determines the estimated useful
lives and residual values (if applicable) and consequently
related depreciation/amortisation charges for its property,
plant and equipment. These estimates are based on the
historical experience of the actual useful lives of property,
plant and equipment of similar nature and functions.
Management will increase the depreciation/amortisation
charge where useful lives are less than previously estimated
lives, and it will write off or write down technically obsolete or
non-strategic assets that have been abandoned or sold.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Property, plant and equipment-estimated useful lives and the
residual values (continued)

Actual economic lives may differ from estimated useful
lives and actual residual values may differ from estimated
residual values. Periodic review could result in a change
in depreciable lives and residual values and therefore in
depreciation/amortisation expense in future periods.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and has three
reportable operating segments as follows:

(a) the pigment intermediates segment produces pigment
intermediates products for use in the production of
pigment;

(b) the dye intermediates segment produces dye
intermediates products for use in the production of dye
related products; and

(c) Mononitrotoluene, OT and others segment produces
PNT, ONT, MNT, OT and others.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated mainly based on
reportable segment profit/(loss), which is a measure of
adjusted profit/(loss) before tax. The adjusted profit/(loss)
before tax is measured consistently with the Group’s profit
before tax except the profit or loss for the corporate are
excluded from such measurement.

The measurement of segment assets and liabilities are same
as total assets and total liabilities for consolidated statement
of financial position, excluding assets and liabilities related to
the corporate.
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OPERATING SEGMENT INFORMATION 4. EESBEHEE)

(CONTINUED)

Year ended 31 December 2015

BEE-Z2-RF+-A=t—-HL

FE
Pigment Dye Mononitrotoluene,
Intermediates Intermediates ~ OT and others Consolidated
—HERX-
et FRGERE  BRERRAM e
RMB’000 RMB’000 RMB’000 RMB’000

AREFR AREFR ARETR ARETR

Segment revenue: DI
Revenues from external customers REMIZEHNR 185,527 552,079 138,105 875,711
Intersegment sales AHEHE 93,337 204,584 30,501 328,422
278,864 756,663 168,606 1,204,133

Reconciliation: o
Elimination of intersegment sales AREHEHH (328,422)
Revenue from continuing operations BELEEREENS 875,711
Segment results PHEE 45,536 161,268 (12,771) 194,033
Reconciliation %
Elimination of intersegment transactions 2 #5/E% 5 ¥4 (569)
Corporate and other unallocated PERAMASEET

expenses (45,756)
Proft before tax BRBLATR R 147,708
Segment assets PREE 426,194 1,048,927 78,881 1,554,002
Reconciliation %
Elimination of intersegment receivables A bR IE $E (646,594)
Corporate and other unallocated assets ¥R EMKIEEE 549,821

Elimination of unrealised profit
in inventory

RERFERNHE

Total assets

7
EENE 1,457,236

Segment liabilities TR 364,977 590,715 91,517 1,047,209
Reconciliation %
Elimination of intersegment payables AEEEATEE (646,594)
Corporate and other unallocated PERAMAIEEE

liabilties 214,533
Tt siss
Other segment information At HER
Impairment losses recognised in profit RERAERNES

and loss for trade receivables ERRERESE - = 1,197 1,197
Depreciation and amortisation RERHEH 9,935 20,332 635 30,902
Capital expenditure BARY 13,934 28,017 190,802 232,753
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OPERATING SEGMENT INFORMATION

4. BESFBEH(E)

(CONTINUED)
Year ended 31 December 2014 BE-Z-WFE+ZA=+—HIL
FE
Pigment Dye
Intermediates Intermediates Consolidated
BRI FR PR 28
RMB’000 RMB’000 RMB’000
ARET T ARET T ARETT
Segment revenue: DI
Revenues from external customers REIMIEFHIKE 185,043 712,434 897,477
Segment results DEEE 13,393 233,810 247,203
Reconciliation: Hik:
Elimination of intersegment transactions 7S8R 5 44 2,314
Corporate and other unallocated expenses ¥Rk H ik 2 Ef% (23,283)
Profit before tax BRBLADRR 226,234
Segment assets PHEE 217,593 479,069 696,662
Reconciliation %
Elimination of intersegment receivables 2SRRI FEUR B 85 (177,451)
Corporate and other unallocated assets ~ R¥EREMRIBEE 185,710
Elimination of unrealised profit in inventory ~ KERF&HFIE (433)
Total assets BELE 704,488
Segment liabilities AHEE 243,481 261,006 504,487
Reconciliation 5%
Elimination of intersegment payables P HEEATEEH (177,451)
Corporate and other unallocated liabilites ~ ¥R Etk A EEE 70,606
Total liabilities SEAE 397,642
Other segment information HttpHER
Impairment losses recognised in profitand ~ FMB% ATERIMLE -
loss for property, plant and equipment RERREREESE 4,590 - 4,590
Depreciation and amortisation TER#H 9,357 21,577 30,934
Capital expenditure EXRY 72,896 54,930 127,826
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OPERATING SEGMENT INFORMATION
(CONTINUED)

Geographical information

(a) Revenue from external customers

4.

Mainland China F B K
India ENE
Germany =EE
United States E3E
Taiwan =P
Indonesia EE e
Spain (B
Brazil B
Japan SN
Italy BEARF
Turkey TEHH
Korea EE
Other countries HMBER

BESWBEHE])
3R R
(a) REIBEFHKEG
2015 2014
—E-RE —B[E
RMB’000 RMB’000
AR®T ARET T
492,256 424,135
119,076 120,465
55,440 82,964
51,295 76,118
31,735 61,283
42,503 52,040
20,995 27,170
16,414 14,844
15,730 14,324
20,996 7,654
4,017 7,939
2,284 3,096
2,970 5,445
875,711 897,477

Revenue information above is based on the locations

of the customers.

The Group’s non-current assets are substantially

located in Mainland China.

(b) Information of major customers

In 2015, revenue of approximately RMB89,108,000
was derived from sales by the dye intermediates

segment to a single customer.

In 2014, revenue of approximately RMB145,647,000
was derived from sales by the dye intermediates
segment to a group of entities under the control of
Mr. Ge Yi. In addition, revenue of approximately
RMB108,389,000 was derived from sales by the dye

intermediates segment to a single customer.

(b)

L EERTREEF A
UERS -

AEENFABEEBRIND
AR B REE ©

IBEFER

RZZFE-HF WARS
89,108,000 T Ky Uz 2k B
TEESAE - BEFEE -

RZE—OF > ZRPHEE
SEE—HEE (TR EE
BH)EEELERBZOARE
145,647,000 7T ° Lt o F R
FREBIHENE-—RTFHEEE
4+ A K ¥ 108,389,000
T o
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5. REVENUE, OTHER INCOME AND GAINS 5. W& Rt ARKES
Revenue represents the net invoiced value of goods sold, KBEFAMEEREHIREE R
after allowances for returns and trade discounts during the BREEFNENEZEEFEE -
year.
An analysis of revenue, other income and gains is as follows: Wiz s EWARKESWOT :
2015 2014
—E-HEF —Z2-ImF
RMB’000 RMB’000

AR®TR ARBETT

Revenue g
Sale of goods HEEm 875,711 848,273
Processing income T = 49,204
875,711 897,477
Other income and gains Hiblg A R i
Bank interest income RITRE WA 277
Government grants* B B 920
Sale of materials and scrap SHEM B EER 13,890
Others Hib 807
15,894
894,443 913,371
* Government grants included subsidies granted by * BAEHEERRENAZEEE
governmental units to support qualified research programs KRR EmBEENERERD
and rewards for the Listing, which is recognised as income HEEn® REEERELEH
during the period when such expense were incurred and B MHER B BERR/RA « BUF
the conditions for the grants were fulfilled. Government WM T ERESERRPEEEH
grants also included grants that are related to qualified long- KB - BB BRI 18RS
lived assets and such grants were deferred and released to EENERAEAFHREAEM
profit or loss as other income over the expected useful life T AIBE - ZERmBS I EM
of the relevant asset. There are no unfulfilled conditions on HEMARERIGENRAEIE o

contingencies attached to the grants.
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6. FINANCE COSTS 6.

An analysis of finance costs is as follows:

Interest on bank loans RITEFFE
Other financial cost H B g AR

W BAMERE

Less: Interest capitalised

BERE

MBRADFET ¢
2015 2014
—EB-_fHE —T-mE
RMB’000 RMB’000
ARET ARYET T
8,788 9,244
5,644 6,103
(7,105) (3,713)
11,634

The weighted-average interest rate of capitalisation for the
year ended 31 December 2015 is 6.41% (for the year ended
31 December 2014: 7.70%).
7. PROFIT BEFORE TAX 7.

The Group’s profit before tax is arrived at after charging:

BE-Z-AF+-A=t—-HL
FEEACSHENMEFGR R
R6.41% (BE=-Z—HMFE+=A
=+—HLFE :7.70%) °

xR AR F

REBMHOBRBADE R T EMBRAT
BIEEH -

Notes

BfaE

Cost of inventories sold

Depreciation

Research and development costs

Minimum lease payments under
operating leases for land,
buildings and machineries

Amortisation of land lease
payments

Auditors’ remuneration

Employee benefit expense
(excluding directors’ and chief
executive’s remuneration
(note 8)):
Wages, salaries and welfare
Pension scheme contributions

Exchange losses, net

Impairment of property, plant
and equipment

Loss on disposal of items of
property, plant and equipment

Write-down of inventories to net
realisable value

Recovery of impairment of
trade receivables

BEFEEHRAK
e 14
TN
KEHET L -
BFREEEN
BRIEAENR
T i FRE SRR 8
15
% 2 B & B
EERABX
(TBEEESER
FETHAEW
N (FFEE8) )
IE - FehkER
BIREFTEMERR
[E 5 &5 18 4R
WE - BMERRERE
HEWE  BER

1678 B WA
FEMAE TRRFE

14

W m sz AR E AR
2 8 5 EWIR 17

2015 2014
— —Z2-mF
RMB’000 RMB'000
ARBTR AR®ETT
605,942 555,242
31,494 31,419
15,136 19,382
15,525 163
3,497 584
4,165 2,413
66,246

24,044

763

4,590

2,485

1,197 -

(3,443) -

TSAKER CHEMICAL GROUP LIMITED
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EFRIETHAENFHM
REMUNERATION
Directors’ and chief executive’s remuneration for the year, RAFERE EHHAR - 2a1EH5
disclosed pursuant to the Listing Rules, section 383(1)(a), %383(1)(a)~ (b) > (c) R () RAF
(b), (c) and (f) of the Companies Ordinance and Part 2 of (RBRESFZER) ROIE2WRE
the Companies (Disclosure of Information about Benefits of FEECESEREIETHRAEHMN
Directors) Regulation, is as follows: HyWOT :
Group
AEE
2015 2014
—E-HF —ZE-ImF
RMB’000 RMB’000

AR®TR ARBETT

Fees EH -
Other emoluments: Hph & -
Salaries, allowances and e EZUREYER
benefits in kind 634
Performance related bonuses* RIRTEAL™ -
Pension scheme contributions EBIREFFEIHERR 57
691
691
* Certain executive directors of the Company are entitled to * RABBETHITESTERRER
bonus payments which are determined as a percentage of the SERHERANE-—EEILHE
profit after tax of the Group. ZABAL ©
(@) Independent non-executive directors (a) BUFHITES
The fees paid to independent non-executive directors FRENBYUFHTEEZE
during the year were as follows: AESIMT :
2015 2014
—E-hE —E—F
RMB’000 RMB’000
AR®T ARBT T
Mr. Ho Kenneth Kai Chung" IRUE R E M -
Mr. Zhu Lin® RERFEED -
Mr. Yu Miao®™ TEREED -
(1) Appointed as independent non-executive directors of (1) R-ZEBE-AE=-ARAAEZEIAER
the Company on 5 March 2015. AEBULFHITES -
There were no other emoluments payable to the RER TEENBIYIHTES
independent non-executive directors during the year HWEMME (ZZ—0E : #) o
(2014: Nil).
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DIRECTORS’ AND CHIEF EXECUTIVFE’S
REMUNERATION (CONTINUED)

(b) Executive directors, non-executive directors

Fees
ik
2015 “E-RE RMB'000
ARETR
Executive director: #Es:
Mr. Ge Yi A%l
Mr. Duan Weidong @ BERAE
Ms. Dong Zhongmei @ ERgate
Mr. Shi Qiang © RBEED
Ms. Jin Ping @ ERyredd

Non-executive director: FHTEE
Mr. Xiao Yongzheng @ BERELY
Mr. Fontaine Alain Vincent®  Fontaine Alain Vincent

g

Total a3t

Salaries,
allowances and
henefits in kind

#4 2RR
ENilE
RMB’000

ARETT

EFEREFETHASNHTH (&)

(b) HITESKFHTES

Performance  Pension scheme
related bonuses contributions Total
Bihe
FRRA SRS st
RMB’000 RMB'000 RMB’000

ARETR ARBTR ARETR

TSAKER CHEMICAL GROUP LIMITED
HELCBRERRAT
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERIETHRARMTME)
REMUNERATION (CONTINUED)

(b) Executive directors, non-executive directors (b) HMITESKRIATES
(continued)

Salaries,
allowances and Performance  Pension scheme
Fees  henefitsinkind  related bonuses contributions Total
4 BER il
ik ENils FERA HE 558 @t
2014 “E-PF RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

AEETT ARETR ARETR ARETR ARETR

Executive director: YirEs:
Mr. Ge Yi® Al - - - - -
Mr. Duan Weidong BEREEY - 124 - 19 143
Ms. Dong Zhongmei @ Eredd - 147 - 19 166
Mr. Shi Qiang © R4 - 232 - - 232
Ms. Jin Ping @ ERarend - 131 - 19 150
- 634 - 57 691
Non-executive director: FHAEE:
Mr. Xiao Yongzheng BERALEY - - - - -
Mr. Fontaine Alain Vincent®  Fontaine Alain Vincent
bl - - - - -
Total st - 634 - 57 691
(1) Mr.Ge Yi was appointed as the sole director on 29 (1) XREERZZE-—WE+A=1+h
October 2014, and as an executive director of the FEZEAR—E= IR -F
Company on 5 March 2015. —hE=ZRRAARERREKATH
TE=E -
(2) Appointed as directors of the Company on 5 March 2) RZBE-—HFE=-AHBEZIAR
2015. AFES °
(3) Appointed as directors of the Company on 5 March B) RZBE-—HFE=-AHBEZIAR
2015 and resigned on 3 April 2015. AAIEBWR -_ZT—RFNA=H
BHE ©
(4)  Appointed as directors of the Company on 3 April 2015. 4) MN-ZE-—AFETNA=HEZEAXRN
AEES -
There was no arrangement under which a director RERN BEFTNESRESRE
waived or agreed to waive any remuneration during the WEEMHHZH -

year.
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9. FIVE HIGHEST PAID EMPLOYEES 9. LEERSFHMES
The five highest paid employees during the year included RERTERSTFHEERE=S
three directors (2014: four directors), details of the EE(ZE—NF:NFEE) &
remuneration for the year of the remaining two (2014: FARATEENGHTME(ZE—NT
one) highest paid employees who are non-director of the F B ERSFMEERFEANE
Company are as follows: BB T

2015 2014

—E—FEF —ZT—-F

RMB’000 RMB’000

AR®TR ARBETT

Salaries, allowances and e RMREBEYRNGZ
benefits in kind 126
Performance related bonuses RIBIEA (WAE)
(if any) -
Pension scheme contributions BINEEHEIHERR 19
145
The number of non-director highest paid employees whose HFHNFUTHEENEEERSH
remuneration fell within the following band is as follows: BNEEN AT :
Number of employee EE A
2015 2014
—E-RfF —=2-mEF
Nil to RMB1,000,000 ZZ AR 1,000,000 T -
RMB1,000,000 to RMB1,500,000 A EKE# 1,000,000 t&
AFR# 1,500,000 T 1
1
10. INCOME TAX 10. FRife#
Cayman Islands HERS
Under the current income tax laws of the Cayman Islands, RIEBESEHENRTHAEBRHR L &
the Company is not subject to tax on any income or capital N BB AR AEE AU &
gain. mBLE o
Hong Kong BB
Under the current income tax laws of Hong Kong, companies RIESBBITHERE ATEAR
are subject to Hong Kong profits tax at 16.5% on assessable EEEBELEDREEBNERT &
profits arising in or derived from Hong Kong. FIR16.5% B R MM EBRIBH -

TSAKER CHEMICAL GROUP LIMITED
HELCBRERRAT
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10. INCOME TAX (CONTINUED) 10. FF{S# ()

PRC I

BE-ZZNF-A—HHKB  TE
HOEEMBHRBMER25% - RNAH
B9 Fh [ 1 B] B 1R 25% BY TR R
MAREH (BBREERI)

Effective from 1 January 2008, the PRC'’s statutory income
tax rate is 25%. The Company’s PRC subsidiaries are
subject to income tax at 25% unless otherwise specified.

RETEEERSHERMBRER
RER  RERMRER=-ZEN
F-A-BERKRELENRERR
MEEEBDIRKKREEFFENS% HE

Pursuant to the PRC Corporate Income Tax Law and related
laws and regulations, Tsaker Cangzhou withholds corporate
income tax at the rate of 5% when it distributes dividends
to Tsaker Hong Kong in respect of earnings generated

commencing from 1 January 2008. EFBH -

2015 2014

—E-FHEF —=—pE

RMB’000 RMB’000

AR¥T T AREET T

Current — PRC BIHA — B

Charge for the year FAZH 68,190
Deferred IERE (13,470)
Total tax charge for the year FRKIBX B 54,720

BRAPE (AR KD HE QB
FEih ) K E B R E B BRBL AT A E
RSB ER X BRERBRITEN

Reconciliation of the tax expense applicable to profit before
tax at the statutory rate for the PRC, in which the majority of
the Company’s subsidiaries are domiciled to the tax expense

at the effective tax rate, is as follows: MR EIRAOT -
2015 2014
—E-RHE —E-{EF
RMB’000 RMB’000
AR¥ET T AREET T
Profit before tax RRBE AR A 147,708 226,234
Tax at the statutory income AT B HB R (25%)
tax rate (25%) FTEMEIE 36,927 56,559
Tax loss not recognised RERNBEEE 4,015 -
The effect of different tax rate BHEEZENTE 60 -
Non-deductible expenses NGRS 4,312 477
Income not subject to tax BERB AU A (380) -
Additional deduction of research  #ff 2% B A E At 158
and development costs (1,034) (2,316)
Withholding tax FEINF 1,550 -
Total income tax expense FiSHip X %8 45,450 54,720
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ARRANGEMENTS WITH CHINA CHEM CO.,
LTD.

The Group entered into various arrangements with China
Chem Co., Ltd. (“China Chem”), an unrelated party, for
sale of products, processing services and purchase of raw
materials. Based on these arrangements, China Chem is
considered as the agent for and on behalf of the Group in the
respective sale, purchase and processing transactions.

In the sale and processing arrangements, the Group has
latitude in establishing prices, and the primary responsibility
for providing the goods/services to the customer, bears
inventory risk during shipment, and credit risk for the
amount receivable from end customers. Accordingly, the
Group recognises revenue from sale of products, and from
processing services, based on the respective amounts
billed to end customers. Under all the above-mentioned
arrangements, China Chem provides certain administrative
work and financing service (on improving the Group’s
working capital management) in return for service and
interest charges, respectively. The financing service under
arrangements of sale of products and processing services
is related to expediting settlement of receivables while the
financing service under arrangement of purchase of raw
materials is related to delaying settlement of payables.
The service charges paid on administrative work relating
to sale of products or processing service form part of
selling and distribution expenses of the Group while those
relating to purchase of raw materials are considered as part
of purchase cost of the related raw materials. Financing
charges are recognised during the year ended 31 December
2015 and 2014 as other finance cost in profit or loss.

DIVIDEND

The directors recommend a final dividend at RMBO0.062 per
ordinary share in respect of the year ended 31 December
2015. The dividend was not recognised as a liability as at the
end of the reporting period.

11.

12.

BighiE (R RGARLE
kg

AEHEPHEES (X)) RDAE
RAR(THgHEE ()] —&
FEABL)MEEER  MIRBER
BERMBTLZHEZH - REZ
E2H PRANEE (LX) REE
HE - BERNIXRZFHREARE
SENREARKCKAEENRE -

HHEERMIZHS  AEEATR
EE%JETT*% HIZEHRARRAEF

HERRE  EMEPRER

HBﬁ&EHELIHﬁ i & P Y B8 WK

HAEGEERR - Bt AEER
BRRREFRHEBENEESE
BARBHEER R KRB MITRE
Has - RIEEFMB LMZHE - il
HEE (L) BHETITHRIER
BERT (FESAEEEELESE
B)UD R EBRERAEKRE - 85
EEMRNIBBEZHFETHRE
RBERERBUKENIKER
mBERM B ZHRT B E R
RIEERENFIANRXKAERR - 5
FHREEERAMIRBNITHT
X NNREREEK A KB
HERDHEAXN -2 MEE
ELJEM*W%EEE’\JLI&EEU?&?E%WEE

R BB E AN — ° BB W
BRBE-Z EE&—q o £

T-A=+T—-RLEFEIRIB/E
PR EMBERA o

Bz 2

BE-Z-AF+ZRA=t—-HL

$F‘ ESEBRBRRIREESR
EZRERARYE0.0627T - REI KRR

BEPRERREE -

TSAKER CHEMICAL GROUP LIMITED

FEICBEERRAF



B E R

Notes to Financial Statements

13.

EARNINGS PER SHARE ATTRIBUTABLE TO
OWNERS OF THE PARENT

The calculation of basic and diluted earnings per share
attributable to ordinary equity holders of the parent is based
on the following data:

13. BARBAARESERET

BARERESHEARGESRE
AREEBANTDENUATRETE ¢

2015 2014
—E—FHEF —E—UF

Earnings ZR

Profit for the period attributable HRBAREERER

102,258 144,859

to ordinary equity holders BB AELER

of the parent (RMB’000) (AR®FT)
Shares ROEAR :
Weighted average number of ARTESRERREE

ordinary shares in issue during BRI B IR INE 19 8L

the year used in the basic (Fh=)
and diluted earnings per
share calculation ('000)

437,290 375,000

Earnings per share BRER

Basic and diluted (RMB) HARMEE (AREET)

0.39

Weighted average number of ordinary shares in issue
during the year used in the basic and diluted earnings per
share calculation for the year ended 31 December 2014 has
been retrospectively adjusted to reflect the 100,000 shares
in issue at 30 June 2015 and 374,900,000 shares of the
Company capitalization issue upon the listing on 3 July 2015.

The Group did not have any dilutive potential ordinary shares
in issue during the years ended 31 December 2015 and
2014.
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14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - REREH
Machineries
and Office Motor  Construction
Buildings equipment equipment vehicles in progress Total
CEI - E HARE AE fEIR Eh

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR  ARBTR  ARBTR  ARMTR  AREFR  ARETR

31 December 2015 ZE-RETZAZ1-H
At 31 December 2014 \ZE-METZA=1-A

and 1 January 2015: k=%-1%-5-8:
Cost A 123,448 260,227 8,022 2,249 86,242 480,188
Accumulated depreciaton  ESHRERAE

and impairment (30,814) (119,416) (3,765) (835) (1,615) (156,445)
Net carrying amount REFE 92,634 140,811 4,257 1,414 84,627 323,743

At1January 2015, netof ~ WZ=E-RE-A-H-
accumulated depreciation BB FERAE
and impairment

Additions "E 440 3,826 1,504 209,063 214,837
Disposals HE (2,465) (25) (56) - (2,546)
Depreciation provided ERRENTE

during the year (7,145) (22,988) (910) (451) - (31,494)
Transfers g2 22,013 15,715 - - (37,728) -
At 31 December 2015, netof  H=ZF-RE+A

accumulated depreciaton ~ =+-H

and impairment NBERERAE 105477 137,339 255,062 504,540
At 31 December 2015: RZE-1f

TZAZT-B:

Cost B 142479 219,726 9,323 2,253 255,962 689,743
Accumulated depreciation  EifFERHE

and impairment (37,002) (142,387) (4,528) (1,286) (185,203)
Net carrying amount FEFE 105,477 137,339 4,795 967 255,962 504,540

TSAKER CHEMICAL GROUP LIMITED 451
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14. PROPERTY, PLANT AND EQUIPMENT 14. ¥  BRERER (&)
(CONTINUED)
Machineries Office Construction in
Buildings ~ and equipment equipment  Motor vehicles progress Total
CEE - e Bk ot TEIE Ehy
RMB000 RMB000 RMB'000 RMB'000 RMB'000 RMB000
ARETR  ARETR  ARRTR  ARETR  ARETR  ARETR
31 December 2014 “2-ME+ZB=1-H
At 31 December 2013 RZB-Z£+ZfA=1-A
and 1 January 2014; k=%-mE-5-8:
Cost s 64,993 244,741 4217 1529 57,371 372,851
Accumulated depreciation ~ EHHTERAE
and impairment (25,319) (90,963) (2,619) (670) (1,615) (121,186)
Net carrying amount e 39,674 153778 1598 859 55,756 251,665
A1 January 2014, netof ~ RZE-ME-B-F-
accumulated depreciation  BEHTERFE
and impairment 39,674 153,778 1,598 859 55,756 251,665
Additions HE 9210 6,554 3,805 1,020 90,568 m217
Disposals HE - (2988) - (142) - (3130)
Depreciation provided ERRENTE
during the year (5,442) (24,508) (1,146) (323) - (31419)
Impairment e (53) (4537) - - - (4,590)
Transfers g3 49,185 12,512 - - (61,697) -
At 31 December 2014, netof ~ R=E-ME
accumulated depreciation TZA=1-R"
and impairment RZEREE 92,634 140,811 4257 1414 84,627 323,743
At31 December 2014; R-Z-0F
tZA=t-R:
Cost B 123,448 260,221 8,022 2,249 86,242 480,188
Accumulated depreciaton ~ BFERFE
and impairment (30,814) (119,416) (3,765) (835) (1,615) (156,445)
Net carrying amount FEFE 92,634 140,811 4,257 1414 84,621 323,743

As of 31 December 2015, certain of the Group’s buildings
with an aggregate net book value of RMB12,237,000 was
pledged to secure bank loans of RMB20,000,000 (note 23).
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14. PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)

During the year ended at 31 December 2015, no impairment
loss was provided. While during the year ended at 31
December 2014, impairment losses of RMB4,590,000 were
provided for certain idle property, plant and equipment of the
Group which became unusable or technically obsolete during
the year ended 31 December 2014.

Included in the property, plant and equipment as at 31
December 2015 and 2014 were certain buildings with
net book values of RMB7,715,000 and RMB7,679,000
respectively of which the property certificates have not been
obtained.

The directors of the Company are of the view of the Group
is entitled to lawfully and validly occupy and use the above
mentioned buildings. The Directors of the Company are also
of the opinion that the aforesaid matter will not have any
significant impact on the Group’s financial position for the
year.

15. PREPAID LAND LEASE PAYMENTS

14. 'M%¥ - WE R (1)

BE-Z-—HEF+-A=+—H1
FE WEMNHRESEELRE-
MBE-T-—NE+=-/A=+-—
BILEEE RAEEETELRT
FRAREMEEMBEBENYE - K
ERREETREGEREARY
4,590,000 JT °

RZZE-HAFR-Z-NF+-A
=T-HNWE BERREEE
SREFED BB AR 7,715,000 T
R ARYE 7,679,000 5T 3% F i R E
BEEENET -

ARREEAALEEEREER
BEREAREALBETF - KAF
EETRALAEETSHAEE
REAMBRRELENERLE -

15. AftLtEBERT

2015 2014
—E-RE —ZT-F
RMB’000 RMB’000
AR®T T AR®ET T

Carrying amount at 1 January R—A—BMEREE
Addition e
Amortisation during the year RE R

38,663 1,664
33,396 37,583
(3,497) (584)

Carrying amount at 31 December R+=H=+—HAKREE
ENERER D (BENFENFRIER

Current portion (included in

68,562 38,663

(3,844) (3,177)

prepayments, Hih W FRIE)
and other receivables)
Non-current portion JEBNERER 2

35,486

As at 31 December 2015 and 2014, the pledged prepaid
land lease payment was amounted to RMB24,734,000 and
RMB10,779,000, respectively, to secure bank loans granted
to the Group (note 23).

R-E—HFER=-Z—NE+=A
=t—HB CEFESLIHEER
EHS Bl A AR 24,734,000 T A
¥ 10,779,000t © LLERR F A&
SEMIRITER (EE23) ©

TSAKER CHEMICAL GROUP LIMITED
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INVENTORIES 16. &8
31 December 31 December
2015 2014
—E—RE —E—[FE
+=ZA=+—8H +=BA=+-—H
RMB’000 RMB’000
ARBET T AREET T
Raw materials R 24,189
Work in progress EE R 11,235
Finished goods SR m 24,959
Write-down of inventories FERMR (1,197) -
60,383

At 31 December 2015, none of the Group’s inventories was
pledged as security for the Group’s bank loans (2014: Nil).

17. TRADE RECEIVABLES

RZE-—RE+ZB=+—H K
EEFENEFRKFEREBRRT

EFMERR(ZE2—0F - &) o
17. BHBKRIE

31 December 31 December

2015 2014

—E—-REF —E-MF

t=A=+t—-8 +=A=+-H

RMB’000 RMB’000

AR¥TR AR¥ETT

Trade receivables B S ENFIE
Impairment B

163,184 118,540
- (3,443)
163,184 115,097

The Group’s trading terms with its customers are mainly on
credit, except for new customers and small sized customers,
where payment in advance is normally required. The credit
period is generally one month for domestic customers,
extending up to three months for oversea customers.
Each customer has a maximum credit limit. The Group
seeks to maintain strict control on certain of its outstanding
receivables.

Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the fact that
the Group’s trade receivables relate to a large number of
diversified customers, there is no significant concentration of
credit risk. Trade receivables are non-interest-bearing.
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17. TRADE RECEIVABLES (CONTINUED)

An aging analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of

provisions, is as follows:

17.

WHEBRIE (&)
REBRSHHRNE ZBRFRIEN
SREC D AT (BN B HI A BRER
BT

31 December 31 December

2015 2014
—EB-AE —T—E
+=A=t+-8 +=A=+-8
RMB’000 RMB'000

AR®TR ARBETT

Within 1 month

1 month to 2 months
2 months to 3 months
3 months to 4 months
Over 4 months

—ERAR

— @R =m{EA
MERZE=1EA
=EA=ENEAR
raqE B 2 E

55,687
36,414
17,549
1,447
4,000

163,184 115,097

The movements in provision for impairment of trade

receivables are as follows:

B2 RUGRERERENEBNT -

2015 2014
—E-RE =g
RMB’000 RMB’000

AR®TR ARBETT

3,443
(3,443)

At 1 January n—A—H
Impairment loss reversed BERBEEE
At 31 December Rt=ZA=+—H

As at 31 December 2014, provision for impairment of
trade receivables was a provision for individually impaired
trade receivables with a carrying amount before provision
of RMB3,443,000. The individually impaired receivables
mainly relate to customers which was in unexpected
difficult economic situations and it was expected that these
receivables would not be recovered, then. This previously
fully impaired trade receivable of RMB3,443,000 was
recovered during the year ended 31 December 2015.

R-ZE—NE+=-A=+—-H B
ZERRERBEREABIRER
ZREWFIERE K BEREE
B AR 3,443,000 7T © 18 B & &
WHEBETEHEREMNSEREEN
EFER  BrEHZEREURRES
reRpkE =z -"F+=
A=+—HBLEE  SEUWE AR
HECHIRBENE S EWRIE
AE#53,443,000 T °
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17. TRADE RECEIVABLES (CONTINUED) 17. BHREWHE (#)
The aging analysis of the trade receivables that are not FEBIH LB WRRBENE Z E
individually nor collectively considered to be impaired is as WEIERBR 2T -
follows:

31 December 31 December

2015 2014
—EB-AE —T—E
+=A=t+-8 +=A=t-A
RMB’000 RMB’000

AR®TR ARBETT

Neither past due nor impaired BE AR B EA N AORE 136,058 70,198

Less than 1 month past due BHED R —EA 12,545 6,204

1 to 3 months past due BH—Z={@A 8,351 38,582

Over 3 months past due BHE=EAU L 6,230 113

163,184 115,097
Receivables that were neither past due nor impaired relate to BE R EA TR ARORE B E U R IE B K
a large number of diversified customers for whom there was EfRERFEFER  HERITHITE
no recent history of default. EHNREE -
Receivables that were past due but not impaired relate CRHERRENERREESZ Y
to a number of independent customers that have a good BYUEFER BEREKEENHS
track record with the Group. Based on past experience, the HELBERTF - RIEBELE » AN
Directors of the Company are of the opinion that no provision AESRAHEEERIB/BEARYK
for impairment is necessary in respect of these balances as 2 BHEBESKDERATZHNK
there has not been a significant change in credit quality and B AtSEaRZEERELRE
the balances are still considered fully recoverable. B4 o
18. NOTES RECEIVABLES 18. BIEE

Notes receivables of the Group are all bank acceptance NEBWNEKREEYABETALE
notes and are usually settled within six months from their B WBEREZBRTHBRAES
respective dates of issue. None of the notes receivable as BERAEE -RBE-ZE—HFK
of the end of years ended 31 December 2015 and 2014 was —E-NE+=ZA=1+—HLEEE
past due or impaired. Ko EEREESHSEE -
Transferred financial assets that are not derecognised in AEPRILBIANCEZSRMERE -

their entirety:

m ANNUAL REPORT 2015
2015 FFEERE
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18. NOTES RECEIVABLES (CONTINUED)

The Group endorsed certain notes receivables accepted
by banks on Mainland China (the “Endorsed Notes”) with
an aggregate carrying amount of RMB47,415,000 and
RMB25,390,000 as at 31 December 2015 and 2014,
respectively, to certain of its suppliers in order to settle
trade payables due to such suppliers (the “Endorsement”).
In the opinion of the Directors, the Group has retained
the substantial risks and rewards, which include default
risks relating to such Endorsed Notes, and accordingly,
it continued to recognise the full carrying amounts of
the Endorsed Notes and the associated other payables.
Subsequent to the Endorsement, the Group did not retain
any rights on the use of the Endorsed Notes, including the
sale, transfer or pledge of the Endorsed Notes to any other
third parties. None of the Endorsed Notes settled during the
Year have been recoursed as at the end of the Year.

Transferred financial assets that are derecognised in their
entirety:

The Group endorsed certain notes receivables accepted
by banks in the PRC (the “Derecognised Notes”) to certain
of its suppliers in order to settle the trade payables due
to such suppliers with an aggregate carrying amount of
RMB288,674,000 and RMB226,959,000 as at 31 December
2015 and 2014, respectively. The Derecognised Notes have
a maturity from one to six months at the end of the respective
reporting periods. In accordance with the Law of Negotiable
Instruments in the PRC, the holders of the Derecognised
Notes have a right of recourse against the Group if the
PRC banks default (the “Continuing Involvement”). In the
opinion of the Directors of the Company, the Group has
transferred substantially all risks and rewards relating to
the Derecognised Notes. Accordingly, it has derecognised
the full carrying amounts of the Derecognised Notes and
the associated trade payables. The maximum exposure
to loss from the Group’s Continuing Involvement in the
Derecognised Notes and the undiscounted cash flows to
repurchase these Derecognised Notes equal to their carrying
amounts. In the opinion of the Directors of the Company,
the fair values of the Group’s Continuing Involvement in the
Derecognised Notes are not significant.

For the years ended 31 December 2015 and 2014, the
Group has not recognised any gain or loss on the date of
transfer of the Derecognised Notes. No gains or losses were
recognised from the Continuing Involvement, both during the
years ended 31 December 2015 and 2014 or cumulatively.

18.

FEM SR (48)

AEBEELETEDPE KERTE
MHWEWEE((EEEE])FHEE
FHER UIEXZEHE

NESENRE RZZE-H1FK
—_E-NE+ZA=1+—HWAK
mED Bl 547,415,000t & A B
#525,390,000 T ([ BE ) - EER
B AEBEELNRERABRED
K EBETEEEBEEZEEMNEY
Ak Bt XEERERIEE
EEMNEEREEREBBEEMENS
RE - BER AEELEREE
MEREEEBENEMER  2F
HE EERQEREEZEEFIMN
HME=F -RER BERER
EENEEZERHER -

EREULBIANCEZSHEE

AEEOEETHESRESLEDN
RITEMNE TRERREZE ([HFRTE
REEDEE UEER=-ZE-1
FERZZE-NE+ZA=+—HE
HEHAZED A AR 288,674,000
7t & A BB #£226,959,000 T BY FE
REMERNESEMNRE RS
REPKR BREIAZENIHE
NF—ZRER - REFENEE
B EFEHMNBRITEONBERT
BRERZENSEEAELTEEES
BEE(EHEESET) - AATE
ERA AEECEEEHEMBRKRE
REBNLTHERMRELR - H
It EEHEBREIABREIEZEEY
EEEEMEREEESR mEE
REREREZEENEFESESIRER
ZEBMBRERZEMNARBBESR
EEENEABERRSENRERT
B - ADNTESBIRE  NEENE
KEREBENEESTINAAEE
WAREK e

BE-Z-HEFZZ2—NFE+=A
=St+—-BLEEE AEETENE
EHBREIREZEEPEIEME
e NBE-B-—EFR=-F—O
F+ZA=+—-BLEFEEFREFTBE
EhYHMERREESEEENE

H o
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19.

PREPAYMENTS AND OTHER RECEIVABLES

Advance to suppliers
Prepaid land lease

Due from related parties
Other receivables

T IRERE AR
BN LSRR
FER B R 5 SR TE
Hitb B FRIR

None of the above assets is impaired. The financial assets
included in the above balances related to receivables for
which there was no recent history of default.

The other receivables are unsecured, interest-free and have

no fixed term of repayment.

20.
RESTRICTED CASH

CASH AND CASH EQUIVALENTS AND

19. FAfIREREMERRIE
31 December 31 December
2015 2014
—E-RF —E-NF
+=ZA=+—-8 +=ZA=+—H
Notes RMB’000 RMB’000
g2 AR¥T R AREF T
9,585
15 3,177
32(b) 1,130
3,219
17,111

R EEMEREE st A LR

MEMEEMIHBENRLBNE

WA AR -

HitEWREREER T8

REBETEERSY -

20. eRBEFRMLURZERA S

31 December

2015

—E-AF

+=—A=+—H

Notes RMB’000

iz ARBTT

Cash and bank balances BeRRBITER 193,389
Time deposits EHEFER 300,000
Less: Restricted cash W ZREE (a) (516)

Pledged time deposits for R EHRERAES

short term Bank loans SEHIRITER (b) (300,000)

Cash and cash equivalents HeERBEEZEEY 192,873
Denominated in RMB UARETHE (c) 138,752
Denominated in other currencies LA E & ¥ sHE 54,121
Cash and cash equivalents HERBEEEEY 192,873

m ANNUAL REPORT 2015
2015 FFEERE

31 December
2014
—E-MEF
t=A=+-~
RMB’000
ARBT T

95,985

(514)

95,471

16,664
78,807

95,471



20. CASH AND CASH EQUIVALENTS AND
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Notes to Financial Statements

20. HeRBSFRMLURERAS

RESTRICTED CASH (CONTINUED) (#])
Notes: M &E -
(@) As at 31 December 2015 and 2014, the Group’s bank (@) R-Z-—AFR-ZF-—HNF+=

balances of approximately RMB516,000 and RMB514,000,
respectively, were deposited at banks as a safety production
guarantee fund pursuant to the related government

B=+—8B > XEBES BRI
RN ARE 516,000 TR AR
514,000 T ARIT - URIEF

regulations. BRRERAELZ2EERBE
ﬁ o
(b)  As at 31 December 2015, restricted cash of RMB300,000,000 (by R=ZZE-HFE+=—A=+—-H =2

were deposit to secure subsidiaries’ bank loans.

() RMB is not freely convertible into other currencies, however, (c)
under 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.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. The bank balances and restricted
bank deposits are deposited with creditworthy banks with
no recent history of default. The carrying amounts of the
cash and cash equivalents and the restricted bank deposits

approximate to their fair values.

21. TRADE PAYABLES

An aging analysis of the trade payables as at the end of the
reporting period, based on the invoice date, is as follows:

FRIE & A R# 300,000,000 T/EH
FRUERMHMBQATRITER -

ARBETHEREREMER -
AR AR Y5 TP B A BV M E B IR
RODRCEEE - EERNEEES
E) AEEAEBERELL N
EEB 2 RITEARELIBREKEM
B

RITHREREBET ARTERF REZ
FEREGFE  RITHEBRRZRE
RITERDEFRARBEESZENE
MHENEBORT RERRE
ZEMURZRABRITEROERE
ERAAABERS -

21. BHEMRIA

REBSHUREZBAIREZRE
o (REBEBRAMHAE)EIINOT -

31 December 31 December

Within 1 month —fEAR
1 month to 2 months
2 months to 3 months
Over 3 months

=EANE

—fEREmEA
MEAZE={EA

The trade payables are non-interest-bearing and are

normally settled on 30-day to 90-day terms.

2015 2014
—E-RE —E—OF
+=-—A=+—-H +=ZB=+—H
RMB’000 RMB’000
AR®F T ARETT
122,235 83,489
33,705 30,264

20,490 15,379

16,664 20,012
193,094 149,144
ESENFREATE  UBER

30HZ 0 HMNHHREE -

TSAKER CHEMICAL GROUP LIMITED
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22. OTHER PAYABLES AND ACCRUALS 22, HttEMRIEREERA
31 December 31 December
2015 2014
—E-RF —E—UF
+=—A=+—-H8 +=ZBA=+—H
Notes RMB’000 RMB’000

RaE AR®TR ARBETT

Advances from customers BEEBX 843
Accrued salaries, wages EiEHE s TERER
and benefits 20,918
Accruals FESTRIE 480
Due to related parties SRR 5 7 32(b) 49,601
Payables under Endorsed EEZBERZHETHW
Notes arrangement E{IFE 18 25,390
Other payables HA TR 10,024
107,256
The above amounts are unsecured, interest-free and have DEREHEIER FfEAEE
no fixed terms of repayment. EEZEER o
23. INTEREST-BEARING BANK BORROWINGS 23. HBHBMITER
31 December 2015 31 December 2014
“E-RF+ZA=1-H —E-NE+-A=+-H
Effective Effective
interest interest
rate (%) Maturity ~ RMB’000 rate (%) Maturity ~ RMB’000
ERFIE BBAI=
(%) A ARETR (%) PR ARETR
Current BN
Bank loans — unsecured  SRITER - EIKH - - - 8.10 2015 12,000
Bank loans - secured Eikpn-t et Eiigill 4.35-8.40 2016 317,320 [EEIEEN) 2015 69,000
317,320 81,000
Analysed into: DWWT
Bank loans repayable: ~ ARUTEEER
MIRITER -
Within one year —&ER 317,320 81,000
In the second year E_EZEREF
to fifth year -

317,320 81,000

m ANNUAL REPORT 2015
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23. INTEREST-BEARING BANK BORROWINGS 23. HEMITHRE)
(CONTINUED)
Notes: FMiEE :
The Group had banking facilities amounting to RMB200,000,000 BE_Z-HEF+-A=+—-HLHF
unsecured for the year ended 31 December 2015 (31 December E AEEREREFRETEEEEA
2014: RMB 75,000,000). R # 200,000,000t (ZE—WE+=A
=+—H : AK#¥75,000,0007T) °
Certain of the Group’s bank loans are secured as below: REBETHRITEFRBAUTEEE
B
2015 2014
—E-hfF —E-MmEF
RMB’000 RMB’000
AR%T T ARBT T
1) by the Group’s land use rights 1) AREBZ L E AR
(with a net carrying amount of (R=ZE2—HE+=A
RMB15,000,000 at 31 December =+ —H ZIREFEH
2015) A ¥ 15,000,000 7t) 15,000 -
2) by the Company’s letter of credits *2) ZANAFEHH 270,320 -
3) jointly guaranteed by Tsaker 3) EERMREBZRXE
Cangzhou and Tsaker éiﬁ%ﬁ
Dongguang -
4) by Tsaker Beijing's buildings 4) RELRZEBF(R==E
(with an aggregate net carrying —mE+=-A=+—H
amount of RMB38,384,000 at 31 ZERHFERAEAAR
December 2014) #% 38,384,000 7T ) 35,000
5) by certain of the Group's 5) AEBEzETLHER
land use rights (with an B(R=ZZT—-HR+=A
aggregate net carrying =E+T—HEERZZE—N
amount of RMB9,734,000 F+ZA=+t—-HZEkK
and RMB10,779,000 at 31 HFEREBSARE
December 2015 and 31 9,734,000t & A R ¥
December 2014) and certain 10 779,000 T) RAEE
of the Group’s buildings (with HETEF(R=Z—1F
an aggregate net carrying TZA=tT—HRKR=Z
amount of RMB12,237,000 and —mE+ZA=1+—8H
RMB13,227,000 at 31 December ~ ZREFEHAEAAR
2015 and 31 December 2014) 512,237,000t K A R
513,227,000 7T) 34,000
Total Bat 317,320 69,000

*

the Company deposited RMB300,000,000 at the bank in order

to obtain the letter of credits.

* Zkﬁﬁﬁ?éﬂiﬁ}ﬂ%ﬁﬁﬁ

BRTEAEHER

ARH

300,000,000 JT °

TSAKER CHEMICAL GROUP LIMITED
HELCBRERRAT
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24. DEFERRED INCOME 24. EBEWIA
Deferred income represents the balance of government EEWAEC W FmBI&EeR I
grants received and will be recognised into other income and BB REEER R E MK A
gains when all conditions have been fulfilled. R EETERR o
25. DEFERRED TAX 25. EBIERE
The component of deferred tax assets of the Group are as AEBEEREEE ZHBBD H
follows: T
Change of
tax base of
property,
Impairment plant and
Impairment  of property, equipment/
oftrade plantand  Government Accrued  Disposal of intangible
receivables  equipment grants  expenses fixed assets assets  Tax losses Others Total
S BERRE/
28RN HER LE  BREE

AERE  RERE  BARD  BAX  ERRE  HERE BEER £t it
RUBOOO  RWBOOO  RWBOOO  RMBOO  RMBOO  RWBOD  RWBODD  RWBOI)  RMBO
ARRTT  ARRTR  ARETR  ARRTR  ARRTR  ARRTR  ARRTR ARRTR ARRTR

2015 “§-1f
At1 January #-A-8 1,836 152 330 231 1315 24,092
Deferred tax credited!(charged) i AR/

foproftorlossduingthe  (HEZHR)

year (note 10) ZEERAHE0) (79) 958 (1,346) (91
At 31 December AMZA=t-8 - 1,836 iy 4200 965 6,338 9,541 18 2425
M4 -
A1 January #-A-8 861 669 1140 1,390 2311 1433 - B 13,862

Deferred tax credited(charged) EAEABE/
foproftorlossduingthe  (BEZHR)
Jear e 1) ZELRE (1) - 147 " 190 . T | 10

At 31 December Wtzpzt-A 861 183 1522 3322 231 1315 6,905 P 24,092

m ANNUAL REPORT 2015
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25. DEFERRED TAX (CONTINUED)

The Group has cumulative tax losses arising in Mainland
China of RMB54,220,000 as at 31 December 2015 that will
expire in four to five years. Deferred tax assets have been
recognised in respect of those losses of RMB38,164,000
as it is considered probable that tax profits will be available
against which the tax losses can be utilised.

The component of deferred tax liabilities of the Group are as
follows:

25. BERIEKE (M)

RZE-ARAF+ZA=+—HB K
SEERFEAREEERFTHREEE
AR#¥54,220,000T RNUER
FREm BEEMEBEEECRZSE
B8 AR % 38,164,000 THER » &
RAEBERMNETHARIKEHES
BEGETRE -

AEEELESERE AR DH
T

Withholding tax

BB
RMB’000
ARET T
At 1 January 2014 R-E—NE—A—H 3,240
Deferred tax charged to profit or loss RERBEZNRN
during the year (note 10) IEFEIIE (FiEE 10) (3,240)
As at 31 December 2014 and 1 January 2015 R=-ZE—NFE+=-A=+—HK
—E-HF—A—H -
Deferred tax charged to profit or loss RERNBEZMRN
during the year (note 10) IRFERIE (FYEE10) 1,550
As at 31 December 2015 R-Z—AF+-A=+—H 1,550

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises
established in Mainland China. The requirement is effective
from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate of 5% may
be applied if there is a tax treaty between Mainland China
and the jurisdiction of the foreign investors. The Group
is therefore liable for withholding taxes on dividends
distributable by those subsidiaries established in Mainland
China. As at 31 December 2015, deferred tax has been
recognized for the portion of retained earnings that
are expected to be distributed from those subsidiaries
established in Mainland China in foreseeable future. The
remaining retained earnings will be utilized by the Group for
production expansion in Mainland China and therefore, no
deferred tax was recognized.

REFEEEREHRE RPEKX
ERIHIERECEQAIERE
EEIRHRE » BR10% 9 R
WEMH - ZREB-_TTNF—
A-HEBEXN BEAR-ZEERL
FTZA=+-HENEF - i
BAEEIEREENERERE
EHIHBHRE  ATRABEN
5%MFENBE At NEEA
BAEP B RBER LM B D R E
AWNENM D BN REETERE
NBENEHL - R-FT-—HF+=A
=t—B BRREBEEINDIEIN
EMEBEFERERA R KL KB
EPEAERLNZEHNERR -
BTREBNERAKERERKA
EHREARENLEE R KRERE
FERLIE o
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26.

OTHER FINANCIAL LIABILITY

On 30 December 2014, the Company has entered into a
share subscription agreement (the “Share Subscription
Agreement”) with a third party (“Pre-IPO Investor”) to issue
for 2,800 ordinary shares of the Company with a total
consideration of US$5 million or equivalent to approximately
RMB31 million.

Pursuant to the terms of the Share Subscription Agreement,
the Pre-IPO Investor has been granted a put option to require
the Company or such other person or entity as agreed by the
Company and the Pre-IPO Investor to purchase a portion of
or all of the shares held by the Pre-IPO Investor on or before
30 June 2016 upon the occurrence of the event that an initial
public offering of the Company’s shares on the Main Board of
the Hong Kong Stock Exchange has not been consummated
by 31 December 2015.

As of 31 December 2014, The consideration received from
the Pre-IPO Investor was accounted for as other financial
liability and measured at amortised cost with an effective
interest rate of 18%. Upon the initial public offering of the
Company in 2015, the consideration was reclassified to
equity.

ANNUAL REPORT 2015
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26. Htt@MAR

R-ZE-—NFE+=-A=+H &4
FAEHE-FE=F((ERLAHEE
BREE DT LRGBS (R
HRBERE ) UBITAA T 2,800 B
LEK BREASEEXTRMES
ROAREIIEET -

RERDIZBHBOKRT > BRD
MBENREECERRDIGHE
HBEERNRTRDEET BB AME
METERLAHBERER=-ZF
—HFTZA=t-HATERHE
N BRADFDRADFHEFRD
MBREEHMENHEMEBALTRE
BEEERLRBRENREEN
E-RNEXRB=ZTHRIZAFEHN
HoHEER ©

R-ZZ-DO&E+ZA=+—H0"' M
BERLRBENREERIMNNKE
EARIEHEHMEERH BB RBE
RALL18% M EBRFIRTE - AL
AR=—F-HFERACHBER
REWREH D> EHRE -
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SHARE CAPITAL

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands on 29 October
2014 with initial authorised share capital of US$50,000
divided into 5,000,000 shares of a par value of US$0.01

27. &

AATRZE-NE+A=+NA
CTHEHREAMRIBEREER
AT FEEE R B50,0003%
JT » 2 #5,000,000 BREIRE(E0.01

each. ETZBA
The movement of share capital of the Company is as below: AATRAESEEHSNOT :
Issued
Number share capital
of shares Share capital equivalent of
Shares Us$ RMB'000
idvi RBER BA  SEERTRE
E ARBTR
Authorised: I
As at 31 December 2014 R-Z—ME
at US$0.01 each T=A=+-8"
#BR0.01ERT 5,000,000 50,000.00
As at 31 December 2015 RZZ-H1F
at US$0.01 each +=A=+-8"
FR0.01ER 1,000,000,000 10,000,000.00
Issued and fully paid: BRTRAR:
Issued and allotted on RZZE-ME+A=1+1E
29 October 2014 (FEfAL B HR)
(date of incorporation) BRITRER
at US$0.01 each FR0.01ER 1 0.01 -
Issued of new shares BETHR  BR0.01ER
at US$0.01 each 99,999 999.99 6
At 31 December 2014 and R-ZB-NE+=A=+—H
1 January 2015, at US$0.01 each R=Z—HF—F—H -
#BR0.01ERT 100,000 1,000.00 6
Capitalization upon listing THBERE 374,900,000 3,749,000.00 22,929
Issue of shares BITRM 126,125,000 1,261,250.00 7,714
At 31 December 2015, RZE-1%F
at US$0.01 each +=A=+-8"
#/R0.01ET 501,125,000 5,011,250.00 30,649

TSAKER CHEMICAL GROUP LIMITED 465
KELCBRERRAT
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27.

SHARE CAPITAL (CONTINUED)

On 7 November 2014, the one ordinary share allotted to the
first subscriber was transferred to Cavalli as the sole member
of the Company. On 9 December 2014, the Company issued
9,999 shares to Cavalli in exchange for its equity interests
in Tsaker Hong Kong, at an aggregate consideration of
approximately RMB80 million which was determined based
on the net assets of Tsaker Hong Kong. On 24 December
2014, the Company further issued 87,200 shares to Cavalli
for an aggregate cash consideration of US$22 million or
equivalent to approximately RMB134 million.

On 30 December 2014, 2,800 ordinary shares were issued to
the Pre-IPO Investor for a total cash consideration of US$5
million or equivalent to approximately RMB31 million. The
par value of the shares issued amounting to RMB171.44
was credited to share capital while the value of the remaining
balance was accounted for as other financial liability as of
31 December 2014 and then reclassified as to equity upon
Listing.

Pursuant to the written resolutions of the shareholders
of the Company, passed on 12 June 2015, the sum of
US$3,749,000 standing to the credit of the share premium
account of the Company was capitalised and applied
towards paying up in full at par 374,900,000 shares of the
Company upon Listing.

The Company’s shares were listed on the Stock Exchange
on 3 July 2015 and 126,125,000 ordinary shares of the
Company of US$0.01 each were issued at a price of
HK$4.01 per share for a total cash consideration, before
expenses, of approximately HK$505,761,250 (equivalent to
RMB398,944,307).

Share issue expense charged to equity was
RMB20,103,153, and that charged to profit or loss in 2015
was RMB19,711,517 (2014: RMB7,637,793).
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27. B&& (&)

RZE—MNF+—A+tH  WEF
F-RBAN—REBEREZETR
AEIME—HKE AT Cavallic RZ
E—NE+=ZAHIA ADQFUE
RENARBSOEET(REXE
BEBWFEEMEE) @ Cavalli®
179,999 10 » UIBREIE R B BN
BE - R-ZE-—NE+=-A=1+1T
B Z&ARQATFECavalliE— % 21T
87,200k eHBHERER22
BEEAREERANARE 13458

JT ©

R-ZE-—NFE+=-A=+H 2,800
REBREZFTFERAMBEA
REEZE BREASEEETRME
ZRHVARBIMEET - CHITR
HHEEZEAREA7T144T 5 A
BAR MBER-_ZE-TNE+=A
=t+t-ANEEARIEEMtE R
EEYRAQNAELTEEH2E
ERREE -

BELAARER=-Z—HEALA
+T_AEBNEERABER &
3,749,000 & (BN fE B A ST AR A
ARMDBRERNDOERSE) BE
BEAR ARAATIRMALTRERE
B2 2 374,900,000 IR o

RARNBROR-ZF-—HFLA=
REBXFLT  AQXFAEER
4.01%8 70317 126,125,000 R B R E
EHOO1XTHEER  RMEREER
E MR 55 £505,761,250 8T
(HERARYE 398,944,307 T) °

FAREHNROBITHIAAR
#20,103,153 T ° st AZZE — H
FEENROBITHIAARYE
19,711,517 T (ZE—NF . AR
7,637,793 7T) ©
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28. RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statements of changes in equity.

Statutory reserve

In accordance with the PRC regulations and the articles of
association of the companies now comprising the Group,
before distributing the net profit of each year, companies of
the Group registered in the PRC are required to set aside
10% of their statutory net profit for the year after offsetting
any prior year’s losses as determined under relevant PRC
accounting standards to the statutory surplus reserve
fund. When the balance of this reserve reaches 50% of
each company’s share capital, any further appropriation is
optional. The statutory surplus reserve fund can be utilised to
offset prior years’ losses or to issue bonus shares. However,
the statutory surplus reserve fund must be maintained at a
minimum of 25% of each entity’s share capital after such
issuance.

Safety production fund

Pursuant to certain regulations issued by the Ministry of
Finance and the State Administration of Work Safety of the
PRC, the Group is required to set aside an amount to a safety
production fund at certain percentage (less than RMB10
million: 4%, from RMB10 million to RMB100 million: 2%, from
RMB100 million to RMB1 billion: 0.5%, greater than RMB1
billion: 0.2%) of the previous year’s operating revenue. The
fund can be used for improvements of safety, and is not
available for distribution to shareholders. The balance of
safety production fund in equity represents safety fund that
was set aside but not yet used.

Capital Reserve

Share capital of the Group’s subsidiaries before the
incorporation of the Company is recorded as capital reserve.

Capital reserve also included the difference between
the consideration paid by the Company for acquisition of
subsidiaries pursuant to the Reorganisation and the net
assets of the subsidiaries being acquired at the time of the
Reorganisation.

28. W

FEBRENFERBEFENR
BERLESINGEEZEEHX
AEE

EER R

REFEZEARAEBEREEET A
RABERME  SFoIRAF
Al AEBETRBEFEMHATEAR
KERBEEBETESTEAFRERE
NEFEER SEEEEZEAR
HI0%BEZELERGBHFEERES
ERRENEREESATRAN
50%8 RO AURERSHE
ETBE - L EBBRREEHEESTH
RIBEEFNBREIBITAR - R
M ZEEBRBEEESHSLEED
BRERTEZLATBRAN25% °

ZE2EEES

BEFHEVBEIRERZEEERE
BEEARBEMNE TEER £&
EEREEEIERE—FEZE
ENEBRH-—TELBE(ARBI108E
TTUT 4% ARE10BEBTEA
RE100BET : 2% AR¥1008
EXZEARBI10ET :05% AR
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EEZEHREETRTARBRRERE
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SEEBEEMAFEANZEZES o
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29.

30.

31.
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CONTINGENT LIABILITIES 29. HRER
As at 31 December 2015, the Group had no contingent R-EBE-—RE+=-B=+—H > &
liabilities. EEYEFREE -
OPERATING LEASE ARRANGEMENTS 30. EEHEHSE
As lessee ERAMEA
The Group leases certain of its property, plant, and AEBELKEHERZET  HEX
equipment under operating lease arrangements with a term LY - BERRKE HEHAS
of 3 years. F o
At 31 December 2015, the Group had total future minimum R-E-—RAFE+=-B=+—H > &
lease payments under non-cancellable operating leases EEARRAEFAIHELEHEE
falling due as follows: ERESENT :
2015 2014
—ZE-REF —E—-MmEF
RMB’000 RMB’000
AR¥T T AREET T
Within one year —F LR -
In the second to fifth years, MEZRF (BFEENME)
inclusive -
COMMITMENTS 31. X&iE

In addition to the operating lease commitments detailed
in note 30 above, the Group had the following capital
commitments at the end of the reporting period:

PR £ SCPRE 30 M Y R & R E R
S AEBERZ|E P RE AR
EHEINT

31 December 31 December

2015 2014
—EB-RHF —E—F
+=A=t+-8 +=A=t-A
RMB’000 RMB’000

AR®TR AR®ETT

Contracted, but not provided for 25T #{B I K14
Plant and machinery ey SE

79,482 52,821

ANNUAL REPORT 2015
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Notes to Financial Statements

32. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in
these financial statement, the Group had the following

32. AHAXS

(a) BRABAFHMAREAMAD A
ReEN AREERFRER

transactions with related parties during the year: BHETUTRS :
2015 2014
—E-%F —2-IF
Notes RMB’000 RMB'000
i AR¥TR ARBETR
Sale of products HEER (i
Dongguang Yijia Iron Co. Ltd. RABERENERAT 11,075
Sunchem International Sunchem International
Trading Pte.Ltd. Trading Pte.Ltd. 55,904
Hebei Huage Dye Chemical AERRERULE
Co., Ltd. BRAF 89,743
156,722
Purchase of materials BENR (i
Dongguang Yijia Iron Co. Ltd. BREEEEHNERAT 66,200
Shengli Oil Field Dongao BAMERR(LT
Chemicals Co., Ltd. BREMAT -
Sunchem International Sunchem International
Trading Pte.Ltd. Trading Pte.Ltd. 1,494
67,694
Related party funding from REBERFNES (ii)
Huage Holdings FERIER 254,927
Huage Chemical (Cangzhou) EZR2RM) BRLA
Co., Ltd. 41,017
Cavalli Enterprises Inc. Cavalli Enterprises Inc. 11,869
Hebei Huage Dye Chemical TLERFRULE
Co., Ltd. BRAT 16,000
323,813
Repayment to related party BEBELNES (i)
Huage Holdings FERIER 229,486
Huage Chemical (Cangzhou) ZILB RN BRAT
Co., Ltd. 89,815
Hebei Huage Dye Chemical AELFEHLERD
Co., Ltd. ARAT -
Cavalli Enterprises Inc. Cavalli Enterprises Inc. 26,801

TSAKER CHEMICAL GROUP LIMITED

EERICBEEEERAF
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32.

RELATED PARTY TRANSACTIONS
(CONTINUED)

(a) (continued)

32. EHAXH (W)

Notes
Mt
Payments on behalf of RRRABEZEY
Dongguang Yijia Iron Co.,Ltd. BRARANR
Property leasing fee paid to EEXERZAH
Huage Holdings WEREER
Purchase of buildings from BERERBERT
Huage Holdings
Property leasing fee paid to mEFAARRELT
Shengli Oil Field Dongao BREEEATRNN
Chemicals Co., Ltd. NEHREER
Directors and key management ARREZRTEEEE
members of the Company: HE  mXEE
Car usage fee paid to Mr. Ge Yi XRNAEERER
(i)  In the opinion of the Directors of the Group, the (i)
transactions between the Group and the related
parties were conducted in the ordinary and usual
course of business and on normal commercial
terms.
(i)  Fundings from related parties are mainly for (i)

meeting capital requirements of the Group during
the year. These fundings are unsecured, interest
free and have no fixed repayment term and were
included in other payables and accruals, and
prepayments and other receivables, respectively,
of the consolidated statements of financial
position at the respective ends of the year.
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(%)

2015
—E-EHF
RMB’000
ARBTR

2014
—EZ-mF
RMB'000
ARETFR

346,102

337

155

3,219

300

AEEESERR  AEEER
EBEBLZ2BNRG TN —RES
BREPRIEBERRRET

REBETNESETERAE
NAEEEFRESTEE - &5
EERBEEF  RERLEE
EEMHY  LABIFFAZTEFR
B AR & B RO 3R Y E A e
NREREFTERURAMNK
R 2 AMEYGRE o



32.

RELATED PARTY TRANSACTIONS

(CONTINUED)

(b)

B E R
Notes to Financial Statements

32. EHAXH (W)

Outstanding balances with related parties: (b) EEREL ZRIMREEZER

The Group had outstanding balances with the following

related parties:

HBENEER

31 December

2015
—Z-nf§
+=ZA=+-H
Relationship with the Group RMB’000
EAKEHBE AR¥TR
Trade receivables: BHRWE |
Sunchem International Trading Pte.Ltd. Controlled by Mr. Ge Yi
Sunchem International Trading Pte.Ltd. R
Dongguang Yijia Iron Co. Ltd. Controlled by Mr. Ge Yi's relative
RARREENERAR AR REERBE
Other receivables: HAtREEE |
Hebei Huage Dye Chemical Co., Ltd. Controlled by Mr. Ge Yi
TEEXFRULEBRAR AR EEEH

Trade and bills payables:
Dongguang Yijia Iron Co. Ltd.
RERBEANERAT

Sunchem International Trading Pte.Ltd.
Sunchem International Trading Pte.Ltd.

BARNRAREANRE :
Controlled by Mr. Ge Yi's relative
AR EERBES
Controlled by Mr. Ge Yi
p AW

Other payables and accruals:
Huage Chemical (Cangzhou) Co., Ltd.
ERLE RN BRAT
Cavalli Enterprises Inc.
Cavalli Enterprises Inc.
Huage Holdings
ERER.
Hebei Huage Dye Chemical Co., Ltd.
MLERFRERRAT

Hit A TEREER -
Controlled by Mr. Ge Yi
pawdsic
Parent company
SIS
Controlled by Mr. Ge Yi
Ep AW
Controlled by Mr. Ge Yi
p AW

The above balances are unsecured, non-interest-
bearing and repayable on demand. Trade receivables
from related parties are repayable on the respective

credit terms.

TSAKER CHEMICAL GROUP LIMITED
KELCBRERRAT

AEBMENTREL ZBAEXR

31 December
2014
—E-mF
T=A=t-*H
RMB’000
ARBTR
18,650

1,425

20,075

1,130

1,130

11,800

486

12,286

27,330
13
6,258

16,000

49,601

LERESBBEIER TR REAR
EREE REBABINEZEY
FERESZERFEHEE -
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RELATED PARTY TRANSACTIONS
(CONTINUED)

(c) Guarantees received from related parties

As at 31 December 2015, none of the bank loans were
guaranteed by the related parties.

(d) Compensation of key management personnel of the

32. EHAXH (W)

() BEHRHOER
R=B-HE+=A=+-
A BRIRAT R B 12
BB -

(d) AEEEIEEBEASHNE :

Group:
2015 2014
=T-5HF —F-0F
RMB’000 RMB’000
ARBFT ARBFT
Compensation paid to key BAEEEEAEXNHN

management personnel (note 8) B & (FzE8)

691

The related party transactions in respect of items i
and ii above also constitute connected transactions
or continuing connected transactions as defined in
Chapter 14A of the Listing Rules.
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FINANCIAL INSTRUMENTS BY CATEGORY 33. BEENSSsHEMIA

The carrying amounts of each of the categories of financial ZLHESRMIAENSREPARANER
instruments as at the end of each reporting period are as EHIAOT :

follows:

31 December

2015
—E—-RF
Financial assets +=A=+—H
EMEE RMB’000
ARBT T
Loans and receivables EXRRERRIE
Trade and notes receivables B R RERFEREREE 234,264
Financial assets included in FFATEARIE C ZER
prepayments, deposit and HitEWRFIEN SRl EE
other receivables 18,640
Restricted cash ZRAE 300,516
Cash and cash equivalents ReRBESEEY 192,873
746,293
31 December
2015
—E—HF
Financial liabilities +=A=+—8
at amortised cost RMB’000
REBERRTIRNSREE ARBT T
Trade payables B S RNIER 193,094
Financial liabilities included in STAEMENRIERETER
other payables and accruals HErEE 64,472
Interest-bearing bank borrowings 5B SRITHER 317,320
Other financial liability Hivremas —

574,886

TSAKER CHEMICAL GROUP LIMITED
KELCBRERRAT

31 December
2014
—E-MEF
+=ZA=+—H
RMB’000
ARBT T

147,663

4,349
514
95,471

247,997

31 December
2014
—E—-F
+=A=+-8
RMB’000
ARET T

149,144
85,495
81,000
30,615

346,254
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34.

35.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:

The fair values of cash and cash equivalents, restricted
cash, trade and notes receivables, financial assets included
in prepayments, deposits and other receivables, trade
payables, financial liabilities included in other payables and
accruals, approximate to their carrying amounts largely due
to the short term maturities of these instruments.

The fair values of interest-bearing bank borrowings and other
financial liability have been calculated by discounting the
expected future cash flows using rates currently available
for instruments with similar terms, credit risk and remaining
maturities.

The carrying amounts of the Group’s financial assets and
financial liabilities closely approximate to their fair value.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments comprise bank
loans, amounts due from and due to related parties, other
financial liability and cash and bank balance. The main
purpose of these financial instruments is to raise finance
for the Group’s operations. The Group has various other
financial assets and liabilities such as trade and notes
receivables and trade payables, which arise directly from its
operations.

The main risks arising from the Group’s financial instruments
are foreign currency risk, credit risk and liquidity risk. The
management reviews and agrees policies for managing each
of these risks and they are summarised below.
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34.

35.
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (CONTINUED)
Foreign currency risk

Substantially all sales and purchase transactions are
denominated in RMB and US dollars. Management has
assessed the Group’s exposure to foreign currency risk
by using a sensitivity analysis on the change in foreign
exchange rate of the US dollars, to which the Group is mainly
exposed to during the years ended 31 December 2015 and
2014.

As at December 31, 2015, if RMB had strengthened/
weakened by 5% against US dollars with all other variables
held constant, net profit for the year would have been
approximately RMB4,926,000 (2014: RMB4,989,000) lower/
higher, mainly as a result of foreign exchange gains/losses
arising from translation of US dollars-denominated accounts
receivables and payables.

Credit risk

The Group trades only with related parties and recognised
creditworthy third parties. It is the Group’s policy that all
customers who wish to trade on credit terms are subject
to credit verification procedures. In addition, receivable
balances are monitored on an ongoing basis and the Group’s
exposure to bad debts is not significant.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, and deposits and other
receivables arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of these
instruments.

Since the Group trades only with related parties and
recognised creditworthy third parties, there is no requirement
for collateral.

35. HERBRERHERBE (&)

SNEE R B

LFYMEBEERZYUARBRE
THE - EEECBBAMEAETM
EEXEEH(AEEREE-Z—=
FR-Z-NFE+=-A=+—AL
FEXEARLERR) WHRES
M AR B E R A SN RS o

RZZE-HE+=ZBA=+—H"
ARBEELHE RES% > M
FEEMBERIERE FAMAR
R, MY AR % 4,926,000
T(ZZE—WF : AK#¥ 4,989,000
T D EEHBEUETTEY
5 W R FEE £ R INE IR
@/ BRI -

EERR

AEBEHRBEEIRBESENSE
=ARG - BRAKENRE i
BRUGERFETRENEF
VLEABBEERERRF L K
SEFREERWEHRNEBR M
REEWERAMRILAEK o

FEFAEMBEREE (BERERR
SEEY RERAMERE) N
FERBKEAEHFHEN  LRHE
ENZETANEKREE -
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES 35. HERBERBEERIR (&)
AND POLICIES (CONTINUED)

Liquidity risk REBESER
Management of the Group aims to maintain sufficient cash rEEEEEEREHAFRTENERS
and cash equivalents and the Group has available funding FREZEEY BAEEEBZRE
through an adequate amount of committed credit facilities to NEAEGFERERFTTHANE
meet its commitments. > UREHEHAE -
The maturity profile of the Group’s financial liabilities as at AEEcHEENSHEEBRERY
the end of the reporting period, based on the contractual FERE R (ARIBC T NERBEBE AR
undiscounted payments, is as follows: SE)WT
As of 31 December 2015
R-B-EFT2A=t-H
Less than 6to12
On demand 6 months months ~ 1to2years  Over2years Total
~MERZ
RER  HRAER t=fR  -EERE MEAL szt

RMB'000 RMB'000 RMB'000 RMB’000 RMB’000 RMB’000
ARBTR  ARBTR  ARWTR  ARWTR  AREFR  ARETR

Interest-bearing bank SRR
borrowings* - 292,198 328,017
Trade payables BARAZE 122,235 193,004
Other payables and accruals A EAFUEREHER 64,472 64,472
186,707 106,678 292,198 - 585,583

As of 31 December 2014
R=F-BETZR=1-H
Less than
On demand 6months 6o 12 months Tto2years  Over?2years Total
~ERE

BEX  HRAER tZER  -FERF MENL Eh
RMB000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARET T ARETT ARETT ARET T

Interest-bearing bank SRR
borrowings® - 36,211 47,197 - - 84,008
Trade payables BARMZE 83489 65,655 - - - 149,144
Other payables and accruals A EAFUEREHER 85,495 - - - - 85,495
Other financial liabilty* AtieRaE - - - 36,126 - 36,126
168,984 101,866 41,797 36,126 - 354,773

* Interest-bearing bank borrowings, and other financial liability * FERTEREEMGERBERRE
include principal and interest. RKERFE o
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35. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (CONTINUED)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may
adjust the dividend payment to shareholders, return capital
to shareholders or issue new shares. The Group is not
subject to any externally imposed capital requirements. No
changes were made in the objectives, policies or processes
for managing capital during the Year.

The Group’s strategy was to maintain the gearing ratio at a
healthy capital level in order to support its businesses. The
principal strategies adopted by the Group include, without
limitation, reviewing future cash flow requirements and the
ability to meet debt repayment schedules when they fall
due, maintaining a reasonable level of available banking
facilities and adjusting investment plans and financing plans,
if necessary, to ensure that the Group has a reasonable level
of capital to support its business. The gearing ratios were as

35. MBAREEARRBE (K])

BEXREE

AEBEAEENTIEBERRE
AEERAFELE  YHSEE
MEARERUAXFEHEBERBER
FIRREERIRES o

REEREZAEMN G E B K HHEE
EENERMEEEHESREBR
FHAZ - DEFAABRELRR
B AEETHAERINTRENR
B ARREDERHLHETHR -
2 5% B 36 4 32 AR SP AR 3R A0 B9 B A
ERFR - NFER > EBELTNE
B BRIBRLELS -

FEENKEBEOSEEERGBL RE
FEBREARKY UXFHE
B ARERONEEZRKEEE
TRAREARXRBREREEZRER
BRI IREBRERNORE

HEFTBARITHMEETSEAKFN
FRARREAMELBMETE(NFE
) UBERAEEREESEKFEN
BEAXKFHER BERBELERH

follows: HaT
31 December 31 December
2015 2014
—E—FE —E-NE
+=B=t-8 +=A=t-8
RMB’000 RMB’000
AR®T T ARBT T
Total debt* EREEE 111,615
Total equity RSB 842,088 306,846
Gearing ratio EEAE=E 37.68% 36.40%

*

Total debt comprises interest-bearing bank borrowings.

* ERREBETERITENR

TSAKER CHEMICAL GROUP LIMITED
HECBEKERRATA
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EVENTS AFTER THE REPORTING PERIOD 36. HEMEER

On 17 March 2016, Tsaker Dongying entered into a
production facility leasing agreement with Dongao
Chemicals. The leasing period starts from 17 March 2016 to
16 March 2019. The annual leasing fee is RMB22.7 million.

RZZBE-RF=ZHTtEH TR
EHERRECIBITLEERBEED
B HEHBER-_ZT-R"F=A
TEtERBEZZE-AF=ZA T

Bl-FEHESHEAARYE227

BET -

STATEMENTS OF FINANCIAL POSITION OF 37. FLAFMBRAR

THE COMPANY

Information about the statement of financial position of the

Company at the end of the reporting period is as follows: BERSHINOT :

31 December

2015

—E—RF
+=ZA=+—H

Notes RMB’000
BiEE AR%T T

NON-CURRENT ASSETS
Investment in a subsidiary

FRBEE
RE-HENBAT

Total non-current assets FREEELE
CURRENT ASSETS REBEE
Due from a subsidiary FEUR — RERT E A BlFRIE 249,410
Interest receivable FERFE 2,303
Restricted Cash ZREE 300,000
Cash and cash equivalents BeRBESEEY 25,786
Total current assets MENEERE 577,499
NET CURRENT ASSETS REBEEFE 577,499
NON-CURRENT LIABILITIES 3} HRBARE
Other financial liability Hivema s
Total non-current liabilities ERBa BB
Net assets BEFE 657,733
EQUITY s
Share capital &N 30,649
Reserves B 627,084
Total equity B RE 657,733
GeYi Dong Zhongmei XX
Director Director EE

ANNUAL REPORT 2015
2015 FFEERE

A E R IR & R B0 B B AR OR R AR

31 December
2014
—E-mEF
+=—A=+—8H
RMB’000
ARET T

165,213

165,213

30,615
30,615
214,832
6
214,826

214,832

s
EF
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37. STATEMENTS OF FINANCIAL POSITION OF

THE COMPANY (CONTINUED)

37. FRFMBIAR (&)

Note: MIEE -
A summary of the Company’s reserve is as follows: AT AR T
Attributable to owners of the parent
BAREE AN
Share Share Translation Retained
capital Premium reserve profits Total
& REE B iR REBEFI st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETR AR¥ETR ARBTT ARETR
At 1 January 2014 W-Z-N&—-H—A - - - - -
Profit for the year REEHR - - - - -
Other comprehensive FEEHMPEBA ¢
income for the year:
Exchange differences BEINEIEREH
on translation of foreign ERERE
operations - - (85) - (85)
Total comprehensive FREZEBALE
income for the year - (85) - (85)
Issue of shares (note 27) BATR (MHEE27) 214,911 - - 214,917
Transfer to statutory reserve B Z £ E - - - - -
Appropriation to safety BAZREERS
production fund - - - - -
At 31 December 2014 NZE—IF
and 1 January 2015 +ZA=+—-HEK
“E-A%—-H—H 6 214,911 (85) - 214,832
Profit for the year REEEF - - - (711) (711)
Other comprehensive FREEHMPEBRA :
income for the year:
Exchange differences BEINEEE
on translation of foreign ERERE
operations - - 34,156 - 34,156
Total comprehensive FREEBALE
income for the year - - 34,156 (711) 33,445
Issue of shares (note 27) BATR (MTEE27) 30,643 378,813 - - 409,456
Transfer to statutory reserve B Z L E - - - - -
Appropriation to safety BAZREERS
production fund - - - - -
At 31 December 2015 RIZE-HF
+=ZA=t+—-H 30,649 593,724 34,071 (711) 657,733
38. APPROVAL OF THE FINANCIAL STATEMENTS 38. EMBHE

HEHBRREN-F—RF=A
ZThAREESEREL KBTI -

The financial statements were approved and authorised for
issue by the board of directors on 29 March 2016.

TSAKER CHEMICAL GROUP LIMITED
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RECIBERREEBELERNERZUMEBIIEERE
ARRERRE  RMESHESRER

the equipment and facilities of Dongao Chemicals for its
production capacity expansion to be installed or constructed
at the Dongao Production Plant, which we have an option to
lease

AABEBERAA (BARER)  RZZE-HFAATZ
BRERREMABERMEL S EHABREBEN

the articles of association of our Company (as amended
from time to time), approved by the written resolutions of
the Shareholders on 12 June 2015 and effective from the
Listing Date

EERERRRECIMITYWABRA T —AF—A+HA
NEEHEHBERAPA-S—HEFONANBNERIHE
Bl RREIEEKARREERELHEATEERE

the assets leasing agreement dated 15 January 2015 and
a supplemental agreement dated 8 April 2015 entered
into between Tsaker Dongying and Dongao Chemicals,
pursuant to which Dongao Chemicals agreed to lease to
Tsaker Dongying the Dongao Production Plant

EETEEREER
audit committee of the Board

RARESE

the board of directors of our Company

EAEREE
compound annual growth rate

Cavalli Enterprises Inc.* R=ZE——F=A+—HEREE
LESHEMEINERLE  HRPNAITES  £F 17
BEBRRERBRR 2 —RNEE2EHES

Cavalli Enterprises Inc., a company incorporated in the
BVI with limited liability on 11 March 2011, wholly-owned
by Mr.Ge Yi, our executive Director, Chairman, Chief
Executive Officer and one of our Controlling Shareholders

4-5-25-—REEXR  BREEERESS
4-Chloro-2,5-dimethoxyaniline, which is used for
theproduction of pigment yellow 83



[AAF =M
[EEE]

[ Company|,lour],
['our Company],[we]orlus]
[ Tsaker Chemical |

IPNSIEES YN

[ Companies Ordinance |

[ERARR ]
[ Controlling Shareholder(s)J

[DATA
[DATA]

[T F2E |

[Deed of Non-competition |

[E=E
[Director(s) J

[DMAS |
[DMAS |

[DMSS ]
[DMSS |

[REMLRT]

[Dongao Chemicals |

v ERBE

*  For identification purpose only

EE
Definitions

FECEBEEERQA — R Z2-—OF+AZTAER
HEHBEEIMRINBERALF
Tsaker Chemical Group Limited (EE{LE2EEAR AT *),
a company incorporated in the Cayman Islands with limited
liability on 29 October 2014

BB EBI 5 622 F 1 BRI
Companies Ordinance (Cap. 622 of the Laws of Hong
Kong)

EARARZERER (B XX EER Cavalli)
the controlling shareholders of our Company, namely Mr.Ge
Yi and Cavalli

25-—FFE-1,4- Kk - AEENEIRZERN P EE
2,5-Dianilinoterephthalic acid, which is used as an
intermediate of quinacridone pigments

ARAREERBRRIZAPA-ZE—AF AT -HNTER
FHIE

a deed of non-competition dated 12 June 2015 entered into
between our Company and our Controlling Shareholders

KAREE
the director(s) of our Company
CHET-_B_-FEE ARtERLECHERN  BE - Hit

BN

Dimethyl acetylsuccinate, is used for the production of
food yellow pigments, agricultural chemicals, other food
additives

1,4-RCZ01-2,5- R _FEE - AREEEYERERR
BABEY

Dimethyl 1,4-Cylohexanedione-2,5-dicarboxylate, is
used for the production of quinacridone pigments and
photosensitive polymer

BAHHRRLCIAREELAA  RZETENF=A+HA
REFEEERBINARNRERZERNVEELZENBAR
Shengli Oil Field Dongao Chemicals Co., Ltd. (X5 A 3R 58
{ETHRE(E2AT]), a company established under the laws
of the PRC on 15 March 2004, and a directly wholly-owned
subsidiary of Huage Holdings

TSAKER CHEMICAL GROUP LIMITED
KECBREERRAF
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[REEERME] S

[ Dongao Production Plant]

[RAEERSE ] B
[ Dongguang Production Plants

[RELEMSE] B
[ Dongying Production Plant ]

[DSD# | 15
[DSD Acid |

[{EAEH 15
[EIT]

[BEREELE] 15
[GDP]

[REH ] 15
[Group |

[ 15

[HK$ ] or[ Hong Kong dollars | or
[HK dollars ]

ANNUAL REPORT 2015
2015 FFEERE

REEEHEHZHARBILITHEERELSENLEE
BEWRPEILRERET) r BRFRE(HPEHE)PNT
ONT MNT OTRNMP(—HEREXNRITFRERR
40,0000 * EMRENEERE » L1 - RERRESHER
BEE

the production plant (including all the existing assets
including factory premises, land, equipment and facilities
in relation to the production of, among others, PNT, ONT,
MNT, OT and NMP with an aggregate annual designed
production capacity of 40,000 tonnes of mononitrotoluene)
which is leased from Dongao Chemicals under the Assets
Leasing Agreement and operated by Tsaker Dongying and
located in Dongying, Shandong Province, the PRC

ERAEERERERIEEERENLE
collectively, the North Dongguang Production Plant and the
South Dongguang Production Plant

EHEHEERELENLEERE BAIEEPREILRER
EERER BEIERBEEDSDEREMARRERPHE
e

the production plant which is expected to be operated
by Tsaker Dongying and currently under preparation for
construction in Dongying, Shandong Province, the PRC,
and will primarily engage in producing DSD Acid and other
dye and pigment intermediates

44 ZFEZRKK-2,2-THEM - BERE - ZXBEER
FRaEH T ER

4,4’-Diaminostilbene-2,2’-disulfonic acid, which is used as
an intermediate of dyes, fluorescent whitening agents and
pesticides

PRI EME
enterprise income tax of the PRC

BREERE

gross domestic product

AR R R EHIME A A
our Company and our subsidiaries from time to time
BEREEER BT

Hong Kong dollars, the lawful currency of Hong Kong



[&%]
[Hong Kong |

[ZEFHRM ]
[Huage Cangzhou |

[FEXFER
[Huage Dye |

[FERZR ]
[Huage Holdings |

[BIE=H]

lindependent third party(ies) J

[ g

[intermediates |

[1SO14001:2004 ]
[1SO14001:2004 ]

EE
Definitions

EBERITHE
Hong Kong Special Administrative Region of the PRC

EREZCRMBRAF REB-—ZF=ZA=+tHRE
FEEER Y HEREREZEESR

Huage Chemical (Cangzhou) Co., Ltd. (L2 GEM) AR
/A7\]), a company established under the laws of the PRC on
27 March 2013 and wholly-owned by Huage Holdings

AL EXIZREEROGERAR R—hAhtF+= A8
“tTEARBHEEERINAR ER=2F—HF=A
—+MmAEH

Hebei Huage Dye Chemical Co., Ltd. CAldtFE X R E
IR AEBRAT), a company established under the laws of
the PRC on 25 December 1997 and was deregistered on
24 March 2015

EXEREBERAT R—ANAAE+=ARBREFTE
EEBVNAT HRREERXRBELEDRFE

Huage Holdings Group Co., Ltd. (EXEZEREEFRLD
7)) ,a company established under the laws of the PRC on
6 December 1999 and was held by Mr. Ge Yi and Mr. Ge
Jianhua

BIRARBRREEAMBARES TETHRAERIE
RERBESENHEATBEMMLERE (ERRLEHR
ANMN—BHZEAL - —BARSZELT

a person, persons, company or companies which is or are
independent of, and not connected with (within the meaning
under the Listing Rules), any directors, chief executive
or substantial Shareholders of our Company, any of its
subsidiaries or any of their respective associate(s)

EREEHMEZRMEM ML EY
chemicals that are used as raw materials to produce other
chemical products

REZZNFHERR-ZEAFR-ZE——FRKETNE
BEEASRSEERRRE

International Organization for Standardization standard for
environmental management systems as enacted in 2004
and amended in 2009 and 2011

TSAKER CHEMICAL GROUP LIMITED
KECBREERRAF
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[1SO18001:2008 ]
[1SO018001:2008 ]

[1S09001 ]
[1S09001 ]

[E]
[Listing ]

[EmAE]
[Listing Date |

[EmRAl
[Listing Rules ]

[MNT
[MNT |

[#EAE<p R |
[Model Code |

[RREEIRXREE]
[Mr. Ge Yilor [Mr. Ge |

[ REBELAE
[Mr. Ge Jianhua

[REB®E]
[Mr. Ge Jianyong ]

[—RHEFRX ]

' mononitrotoluene |

ANNUAL REPORT 2015
2015 FFEERE

B EEASNEXRERZZEEEE
International Organization for Standardization standard for
occupational health and safety management

B REABMRET B - 4B ZERBRBFTENESE
REMEMTNEEEERRRARE

quality management systems model published by
International Organization for Standardization for quality
assurance in design, development, production, installation
and servicing

BB P £

listing of the Shares on the Stock Exchange

—E-HFtA=H
3 July 2015

EBMERGMARARRZ LHRA
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited

-HERRXNBHERE  AFRETRHE  BEPHER
FRRERPER

3-nitrotoluene or meta-nitrotoluene, which is used as
agricultural chemical intermediates, pharmaceutical
intermediates, and dye and pigment intermediates

EHBRBIMEE T PAE [ EHBITAESETESR S NEES
all

the “Model Code for Securities Transactions by Directors of
Listed Issuers” in Appendix 10 to the Listing Rules

XX RPN ERRRZ—  TES - TRRTHER

Ge Yi(XX), one of our Controlling Shareholders, an
executive Director, our Chairman and Chief Executive
Officer

XREE > AEBABRARXCEENIR
Ge Jianhua (X#%), the founder of our Group and the
father of Mr. Ge Yi

REE ARBELAENABRRVEENNR
Ge Jianyong (X2 B), brother of Mr. Ge Jianhua and uncle
of Mr. Ge Yi

PNT » ONT & MNT
PNT, ONT and MNT



NMP ]
NMP ]

[REZEEE

['Nomination Committee |

[NTS]
[NTS]

[OBA]
[OBAJ

[ONT]
[ONTJ

rorl
[OT]

[FRE{T—H]

[Phase | Dongao Chemicals ]

[REAET=H

[Phase Il Dongao Chemicals ]

EE
Definitions

N-FRE-2-WREE - ARERERTH  BRESHLE -
B0 TREYMBIREETHE

N-methyl-2-pyrrolidone, which is used in the clean energy
industry, including lithium battery manufacturing, high
polymer material industry and pharmaceutical industry, etc.

EEEREEES

nomination committee of the Board

A-THERR-2-TER > ARBEHENPERE
4-Nitrotoluene-2-sulfonic acid, which is used as an
intermediate of organic pigment

EZEARER - FRBIRGBREENLZEAE
optical brightening agents that are widely adopted in the
production of paper, detergent and textile

-HEREXNMEERE . AERETHBHNEME - £H
EREH - BEDBHE - RRRERNTEES

2-nitrotoluene or ortho-nitrotoluene, which is used as the
raw materials for intermediates for agricultural chemicals,
in particular herbicides, pharmaceutical intermediates, dye
and pigment intermediates, etc.

MEXRRE ONTHTHER FTERERE(LERKRER)
W e

ortho-toluidine, a downstream product of ONT, primarily
applied as intermediate for agricultural chemicals,
especially herbicides

FEREN-Z-HIF-ABRRECIBEEFER(a)
40,000 M — R E R H (EFEPNT » ONT K MNT) #1(b) 6,000
ME N- R & -2 L% Se B (NMP) Y £ E 52 18

Tsaker Dongying leased the production facilities with
annual production capacity of (a) 40,000 tonnes of
mononitrotoluene (consisting of PNT, ONT and MNT) and
of (b) 6,000 tonnes of N-methyl-2-pyrrolidone (NMP) from
Dongao Chemicals from January 2015

FEREN-E—R"F=ZARRRMLIHERZEIN40,000 M
—HERE (BFEPNT » ONT & MNT)

Tsaker Dongying leased the production facilities with an
additional 40,000 tonnes of mononitrotoluene (consisting of
PNT, ONT and MNT) from Dongao Chemicals from March
2016

TSAKER CHEMICAL GROUP LIMITED
KECBREERRAF
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[PNT
[PNT

[FE
[PRC Jor[ Chinal

[BRFHAE ]

[Prospectus J

[PvC]
rpPvc]

T ES

[ Remuneration Committee |

[#REH ]
[Reporting Period |

[ Bl

[Review Year]

[AR%
[RMB ]

[ZEs|
[SFC]

[ ]
[Share(s)

[ ]
[ Shareholder(s) ]

[ B3 T
[ Stock Exchange J

[Tcceml

ANNUAL REPORT 2015

2015 FFEERE

A-THEREAFHHERE > BERBPERRENTREEN
FE#E - BEDSDB

4-nitrotoluene or para-nitrotoluene, which is used as
the raw materials for dye intermediates and pigment
intermediates,including DSD Acid

REARMANE  RIEXERZEFRE  RAUTEESEE
HEIRFMBRIITHRERZE

the People’s Republic of China, it excludes Hong Kong,
Macau Special Administrative Region of the PRC and
Taiwan, unless otherwise indicated

AABRBHA-ZE-HEFANAZT=BWNERFEAE
The prospectus of the Company dated 23 June 2015

BRZK HAEZHESIBREMERT RS MMM AEMLEE
PolyVinyl Chloride, which is a thermoplastic resin made
under polymerization of vinyl chloride in role of initiator

EEEFMEES

remuneration committee of the Board

BEmESEE-_Z-—RAF+ZA=1+—-HHH
The period from the Listing Date to 31 December 2015

B=Z-hf—-FB-BEZZE-HF+=HB=+—H
from 1 January 2015 to 31 December 2015

HEDEEEB AR

Renminbi, the lawful currency of the PRC

ERRSFRPESKERZESS

the Securities and Futures Commission of Hong Kong

PN P8 ghi)
the share(s) of the Company

RRBRER

the shareholder(s) of the Company

BEBBAERS AR A
The Stock Exchange of Hong Kong Limited

2,3,4,5-ME-6-FEXFHEFE - AREEEBE110
Methyl Benzoic acid,2,3,4,5-tetrachloro-6-cyano, which is
used for the production of pigment yellow 110



[ g ]
[tonnes |

&1t ]

[Transfar |

BZ-524
[ Tsaker Beijing

(&AM
[ Tsaker Cangzhou ]

[HE®R,
[ Tsaker Dongguang |

[EERE
[ Tsaker Dongying |

[HEBE]
[ Tsaker Hong Kong |

EE
Definitions

N

metric tonnes

BUERERERAR R=B——F—-A+LtBEEER
MRLNLT  BAEAAHABRERREEZ—

Transfar International Holding Co., Limited ({E{t B2 5
FR-x|]), a company incorporated in Hong Kong with limited
liability on 17 January 2011, one of our pre-IPO investors

FEMR(ER)BRLE RZZ2-Z=ZF+A+LHRES
BEERYMNARLBANREE2EWE AR

Tsaker Technology (Beijing) Co., Ltd. (EERHH (1L 3R) AR
/A®)), a company established under the laws of the PRC on
17 October 2013, and an indirectly wholly-owned subsidiary
of our Company

FEALZ2CRMNBRLT RZZZTHFAAZTZERE
PEUEERY N AR RAAAEEEZERE QA

Tsaker Chemical (Cangzhou) Co., Ltd. (¥ &E{t2 ({t&)F
PR‘27]), a company established under the laws of the PRC
on 23 September 2005, and an indirectly wholly-owned
subsidiary of our Company

FELB(RE)ERLF RZZ-—ZFRTALtAREFEH
EERINARARAXAREE2EWE AR

Tsaker Chemical (Dongguang) Co., Ltd. (¥ &L (RK)HE
PR‘27]), a company established under the laws of the PRC
on 7 May 2013, and an indirectly wholly-owned subsidiary
of our Company

FELE(RE)BRLF REZE-—NFRAZTHRESF
BEERYMNARRAAREEZEWE AR

Tsaker Chemical (Dongying) Co., Ltd. (EZ{LE (&) AR
/A|)), a company established under the laws of the PRC on
20 May 2014, and an indirectly wholly-owned subsidiary of
our Company

FELB(EB)BRLE REZE-ZFNAZHERER
MRLN A RLHERRFEEZERE LN
Tsaker Chemical (Hong Kong) Company Limited (¥ &1L
(&8) BT, a company incorporated in Hong Kong
with limited liability on 2 September 2010, and an indirectly
wholly-owned subsidiary of our Company

TSAKER CHEMICAL GROUP LIMITED
KECBREERRAF
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[RERE]

[ Tsaker Investment]

[ZE7t]
[US$ ] or[US Dollar] or[USD]

[EEED ]

['Yijia Iron Powder |
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ERE(MER)REEEFRLAR  RZZE—AFAB=+=H
REFEEEBALINARNLARAABEZERNBE AT
Tsaker (Beijing) Investment Co., Ltd. (¥&F (LR)REE
IEAHPMRATF), a company established under the laws of
the PRC on 23 September 2015, and an indirectly wholly-
owned subsidiary of our Company

EZEEEEWET
United States dollars, the lawful currency of the United
States

RABBEEEDERAT  RZZEZAFHAASBREFTH
EEBYNAR REXREELEEEZEZEHESR

Dongguang Yijia Iron Powder Co., Ltd (R A B EZE M EIR
A®)), a company established under the laws of the PRC
on 6 May 2009 and was directly wholly-owned by Mr. Ge
Jianyong
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