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Company Overview
ARE

Tsaker Chemical Group Limited, together with its subsidiaries,
is the world’s leading producer of a number of fine chemicals
that functions as dye, pigment and agricultural chemicals
intermediates, and in 2017, the Company entered the field of
lithium battery materials and the field of environmental protection
consulting.

DSD Acid, a dye intermediate, can produce dyes and optical
brightening agents (“OBA”) after being processed. It is widely
used in downstream products, mainly paper, textile, detergents
and cosmetics. To further expand downstream in the industry
chain, the Group entered into the OBA assets leasing agreement
with Xiajin Zhenhua in December 2016, and in January 2017,
the Group started the production of OBA for textile printing and
dyeing and OBA for detergent. Another major product of the
Group is pigment intermediate such as DMSS and DMAS, which
are important raw materials for the production of pigments. It is
mainly used downstream as foundation materials for producing
high-end paint pigments, photosensitive polymer, light color
stabilizers, pesticides, bactericide, plastics, pharmaceuticals
and food additives. The main product of agricultural chemical
intermediates of the Group is mononitrotoluene, which produces
PNT, ONT and MNT simultaneously through chemical processes.
PNT is the major raw material for producing DSD Acid; ONT
and OT are mainly used to produce herbicides. By producing
mononitrotoluene, we successfully secured the upstream raw
material supplies for DSD Acid and stabilized its price, and further
expanded our product portfolio to include agricultural chemical
intermediates, so as to increase our market share.

Leveraging the Group’s advantages in technology research and
development as well as ample production experience accrued in
the fine chemical industry, the Group invested in the construction
of the production line for iron phosphate, the precursor of lithium
battery cathode materials, in Cangzhou, Hebei in February 2017,
which will have a production capacity of 15,000 tonnes. The
production line was completed and pilot production began in
late-October 2017. In addition, the Group has launched a new
production line for carbon nanotube paste, used as cathode
material conductive agent for lithium battery, in Dongying,
Shandong Province. The production line was also completed and
put into pilot operation in October 2017. In November 2017, the
Group entered into a framework cooperation agreement with a
top university in China to jointly research and develop precursors
for binary and ternary battery cathode materials. Through this
cooperation, the Group accelerated its research progress in
the field of ternary materials and continued to enrich product
categories in the field of battery materials, thereby enhancing our
market position in the field of battery materials.

Production facilities owned by the Group are mainly located at

Dongguang, Hebei Province and Dongying, Shandong Province of
the PRC.
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Corporate Information

RNEER
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Financial Highlights
MBEE

2017 2016
—E—tfF ZT—RF
RMB’000 RMB’000
AR¥T T ARBEFTT
(Audited) (Audited)
For the year ended 31 December BZE+=-B=+—HLEE (RER) (&EZ)
REVENUE W 1,247,392 1,041,142
GROSS PROFIT EF 362,989 293,605
PROFIT FOR THE YEAR F % T 136,106 120,921
Profit attributable to: JEMRR A -
Owners of the parent BRaAa A 136,131 120,921
Earnings per share attributable to BARERESRAEA
ordinary equity holders of the parent: EIEERAET -
AE¥(RMB) AR (RMB)
- Basic and diluted - EARRES 0.137T 0.127T*

For the year ended 31 December 2017, revenue of the Group
amounted to approximately RMB1,247.4 million, representing an
increase of approximately RMB206.3 million or 19.8% comparing
with that in the same period of 2016.

For the year ended 31 December 2017, gross profit of the Group
amounted to approximately RMB363.0 million, representing an
increase of approximately RMB69.4 million or 23.6% comparing
with that in the same period of 2016.

For the year ended 31 December 2017, net profit of the Group
amounted to approximately RMB136.1 million, representing an
increase of approximately RMB15.2 million or 12.6% comparing
with that in the same period of 2016.

For the year ended 31 December 2017, basic and diluted
earnings per share of the Group amounted to approximately
RMBO0.13, representing an increase of approximately RMBO0.01 or
8.3% comparing with that in the same period of 2016.*

The Board recommended the declaration of a final dividend of
RMBO0.039 per share, subject to the shareholders’ approval at the
AGM.

* The earnings per share of the Group for the year ended 31
December 2016 was adjusted for the bonus share issued in
2017.

Tsaker Chemical Group Limited &t 2 EBGR AT

BHE-Z—+F+-A=1+—RHILFE  K£EEWK
HHBAREE1 247 A8 BTT 0 T —NF A HH
AR 206.38ET519.8% °

HE-Z—+HF+-A=1+—HILFE K&EEE
FMABAREI6I.0EET ‘T —/NFREREM
AR 69.48EL5823.6% °

BE_Z—+E+_A=1t—BLLEE KEEL
FHABARB136.1BET T — /NF RGN
AR5 2HEITLH12.6% °

BE_Z—+E+_-_A=1t—BLLEE K&EEF
BERARBEERFNOAEARKOIST  RZZE—X
FREPE A A RB0.01708(8.3%" »

EFEeEBERRYREBRARE0.0397T « A
RERBFARE ERBRRLLE -

© AREBE-T-AFT-AS+-ALEE
ZERAFIDH ST — L F BT Z AR
o



Five-Year Financial Summary

HERBEHME

For the year ended 31 December

BET-A=t-HLHFE

2017 2016 2015 2014 2013
2t Z—ZT-F CZT-RF ZZ-WF <—T-=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®BTE AR®ETT ARETr ARETT ARETR
(Restated) (Restated)
(E5))* (E5))*
Operating results - Summary REXE—BE
Revenue g 1,247,392 1,041,142 880,270 920,817 863,969
Gross profit V| 362,989 293,605 267,331 341,659 257,033
Profit for the year FERHH 136,106 120,921 97,470 169,736 132,988
Profit attributable to: B RT :
Owners of the parent BAREAA 136,131 120,921 97,470 144,089 109,440
Balance sheet - Summary BEARR HE
Non-current assets EREEE 1,278,371 1,013,486 849,555 592,984 267,029
Current assets MEEE 977,883 926,247 891,027 348,870 483,577
Total assets AERE 2,256,254 1,939,733 1,740,582 941,854 750,606
Current liabilities ek 705,342 716,947 869,674 571,920 396,187
Non-current liabilities ERBEE 408,976 261,801 8,356 37,836 28,931
Net assets BEFE 1,141,936 960,985 862,552 332,008 325,488
Financial ratio g 143
Gross profit margin ENE 29.1% 28.2% 30.4% 37.1% 29.8%
Net profit margin P 10.9% 11.6% 11.1% 18.4% 15.4%
Return on equity™ eNEEZW 12.9% 13.3% 16.3% 51.6% 37.3%
Current ratio® el 1.39 1.29 1.02 0.61 1.22
Net debt to equity ratio® BEABLEO 51.0% 43.9% 36.8% 33.6% 40.9%
Inventory turnover days® FEEERH # 39 46 52 51
Trade receivables turnover days® 2 5 Y IE FE R g0 71 65 59 44 47
Trade payables turnover days® BHENFIBABREO 129 124 139 109 58
* Certain items in the consolidated financial statements have HREERB HEEH THERESH 6

been restated due to business combination under common

control of Tsaker Dongao.

M mRNETERERET -
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Five-Year Financial Summary

T FHBEHE

Notes:

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.

Tsaker Chemical Group Limited &t 2 EBGR AT
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Dear Shareholders:

On behalf of the Board, | am pleased to report the results of the
Group for the year ended 31 December 2017.

2017 has been an extraordinary year for Tsaker Chemical, and
a critical year for China’'s economic transformation. The state
increased the intensity of supply side reform and phased out
outdated production capacity, resulting in a rise in the prices
of raw materials and energy, which in turn caused price rise
of chemical products. In addition, as environmental regulation
became increasingly stringent, enterprises that failed to meet the
standards of environmental protection were shut down, greatly
affecting the chemical industry, leading to a higher degree of
industry concentration.

In 2017, Tsaker Chemical continued its intensive and diligent
efforts in the field of fine chemicals. The existing main businesses
remained stable and their performance improved steadily. With
the gradual recovery of petrol prices and the rising price of raw
materials for chemicals, the prices of raw materials for our main
products also gradually climbed, leading to a rise in the volume
and prices of the Group’s main products. The overall revenue
increased by approximately 19.8% to RMB1,247.4 million (2016:
approximately RMB1,041.1 million). Newly-added businesses
in 2017 such as the lithium battery materials business and the
environmental technology consultancy service business were
carried out smoothly and achieved initial success.

BUSINESS REVIEW

The Group began to construct a production line for iron
phosphate, the precursor of lithium battery cathode materials, in
February 2017 and completed the construction and put the line
into trial operation in October 2017. In October 2017, we began
the trial production of carbon nanotube paste product and sent
them to downstream customers for testing, on which we received
positive feedback.

As a leading enterprise in the fine chemicals industry, the
Group endeavoured to expand into upstream and downstream
businesses as well as peripheral businesses on top of its existing
core products and businesses, and actively developed in the
new energy industry to constantly exploiting new sources of

income. In 2017, the main product, DSD acid, remained the

Chairman’s Report
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Chairman’s Report

ERBE

largest contributor to revenue. The percentage of total revenue
of the sales of DSD acid increased from approximately 46.3%
in 2016 to approximately 52.9%, contributing RMB660.0 million.
During the Review Year, affected by the increase in prices of raw
materials such as toluene, coal, and iron powder, cost of the DSD
acid went up. However, as the sales price of the product also
increased substantially, the gross profit margin of this sector rose
by approximately 4.2 percentage points to about 30.1%.

In 2017, agricultural chemical intermediates accounted for
approximately 28.0% of the total revenue of the year, contributing
approximately RMB349.9 million. With the rise in raw material
prices and the increase in downstream demand, the sales price of
agricultural chemical intermediates increased by about 13.0% to
RMB10,794 per ton compared with the same period last year. Due
to the increased cost in 2017, the gross profit margin decreased
by 1.9 percentage points year-on-year to about 24.2%.

The revenue from pigment intermediates accounted for 18.9% of
total revenue in general, contributing approximately RMB236.2
million. To continue to expand our presence in the pigment
intermediates market and enlarge our global market share, the
Group has successfully increased the capacity for DMAS from
1,500 tons to 4,500 tons, and the capacity for DATA from 1,000
tons to 1,400 tons. During the Review Year, the sales volume of
pigment intermediates increased to approximately 8,102 tons,
and the gross profit margin declined by 6.7 percentage points to
about 33.7%.

In 2017, revenue of the battery material sector accounted for
0.1% of the total sales, contributing approximately RMBO0.8
million. The new capacity production line started trial production
at the end of October 2017. The environmental technology
consultancy segment, a new business of the Company, achieved
a breakthrough in 2017, winning the bidding of “Cangzhou City
Township Small-Scale Air Station” project in November 2017 with
a total amount of RMB25.0 million for the winning bid, achieving
the first success for the Group’s environmental technology
consultancy business.

Tsaker Chemical Group Limited X &t B EBEGR AT
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By continuously strengthening its market position in existing
industries, the Group expanded the capacity and upgraded
technologies for existing products, and increasingly diversified
into related industries, which greatly helped the Group maintain
steady growth in business revenue and profit. Enhanced
diversity is beneficial for the Group to maintain stable income
and profit margin in the long run. During the Review Year, profit
attributable to owners of the parent for the period increased by
12.6% to approximately RMB136.1 million (2016: approximately
RMB120.9 million), as compared with 2016, whereas basic and
diluted earnings per share was approximately RMB0.13 (2016:
approximately RMB0.12%).

CONTINUOUS RESEARCH AND DEVELOPMENT AND
PRODUCT OPTIMIZATION

The Group has always attached great importance to investment
in research and development. We constantly upgrade existing
technologies and products, actively develop more environmentally
friendly and advanced production technologies, and produce
more competitive products, to maintain our leading position in the
industry. At the same time, we also actively develop new products
and constantly enrich product categories to meet the diverse
needs of customers and enhance customer adhesiveness.

GOOD CORPORATE GOVERNANCE AND
MULTICHANNEL COMMUNICATION

We have endeavoured to maximize our Shareholders’ value.
Since our Listing, we implemented our corporate governance
policies 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 strictly to ensure 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 reviewing and monitoring our
corporate governance practices to ensure the compliance with the
Corporate Governance Code.

*

The earnings per share of the Group for the year ended 31
December 2016 was adjusted for the bonus share issued in
2017.
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Chairman’s Report

ERBE

We have proactive policies to receive the 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 published
our significant business progress and events through press
releases and announcements in accordance with the relevant laws
and regulations on our website to ensure our latest information,
messages and reports are available for inspection and perusal for
the Shareholders and investors in time.

TO ASSUME CORPORATE SOCIAL RESPONSIBILITY

We put emphasis on corporate social responsibilities and have
been, and intended to, remain committed to environmental, health
and safety protection in all of our business activities and gratefully
embraced our social responsibilities. We have all relevant 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.

We have consistently concerned with staff growth and
development. We secure talents to satisfy the middle to long-
term strategic development of our personnel structure and
hierarchy through continuous nurturing mechanisms. In addition,
we are also concerned with staff’ 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 optimization and innovations to offer a variety
of benefits to every member of the staff.

OUTLOOK AND STRATEGY

Looking into 2018, for existing traditional business sectors, we
will continue to improve production technologies as well as
enhance production efficiency and environmental protection level
in a bid to lower production costs and seize larger market share
with superior competitiveness to our peers. For new business
sectors, we will ramp up our efforts in product development and
adopt a more flexible market strategy to enhance our market
competitiveness in these new business areas.

Tsaker Chemical Group Limited &t 2 EBGR AT
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Dye intermediates, pigment intermediates and agricultural
chemical intermediates are our traditional advantageous business
sectors; we expect them to continue the rapid growth momentum
in the second half of 2017 and transfer the impact of the rise
in prices of raw materials downstream in a timely and effective
manner. At the same time, as the Chinese economy transforms
and upgrades, the supply side reform continues, and outdated
production capacity is eliminated, the regulation on environmental
protection will be increasingly stringent. We will leverage our
advantages in production processes, environmental protection
treatment, and other aspects to further expand our lead over
competitors. We expect our traditional advantageous business
sectors to achieve further breakthroughs while providing stable
revenue, profits, and operating cash flows.

We started to develop and produce new energy materials at
the beginning of 2017. At present, we focus on iron phosphate
product, the precursor of lithium battery cathode materials.
Currently, the pilot production of ironic phosphate product and
carbon nanotube paste, which is used as a conductor of anode
and cathode materials of lithium batteries, have begun. Together
with our existing NMP products, we have launched three products
in the battery materials market. With the continuous enrichment of
our products, we are sure to improve our competitiveness in the
field of battery materials.

We have been working with one of the top universities in the PRC
on the research and development in the field of lithium battery
materials to jointly develop new production technologies for
existing battery materials products and the new ternary material
products. The application of new technologies can further
enhance the efficiency of product production, improve product
quality, meet the rising procurement standards of downstream
customers, and gain advantages in competition. The research and
development of ternary materials allow us to complete the overall
layout in the fields of binary and ternary materials and lay a solid
foundation for subsequent development of the Group.

Chairman’s Report
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Chairman’s Report

ERBE

We have made breakthroughs in our new business in the
environmental technology consultancy service. In November
2017, we won a bid and was awarded the “Atmosphere
Monitoring Construction and Post-Construction Operation and
Maintenance Project of Major Enterprises in Cangzhou City”. As
our first breakthrough in the field of the environmental technology
consultancy service, the project showcases our technical strength
in the field of environmental protection, especially of air, water
and solid waste monitoring and treatment. Our environmental
technology consultancy service is being rolled out in an orderly
manner and is bound to become an important business sector of
the Group and assist in the future development of the Group.

We are still actively seeking potential acquisitions and mergers
projects to consolidate our industry position in the existing product
fields and expand into new business sectors that synergize with
our existing businesses, thereby creating greater value for all
shareholders.

ACKNOWLEDGEMENTS

On behalf of the Board, | would like to extend my heartfelt
gratitude to our shareholders, customers and business partners
for their support and trust in the management of the Company,
and to the management team and all staff members for their
dedication and efforts to achieve better results for the Group and
create value for shareholders.

Chairman and Chief Executive Officer
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Management Discussion and Analysis

BUSINESS REVIEW

The Group produced fine chemicals such as dye, pigment
and agricultural chemical intermediates, and ventured into the
new energy material market during the Review Year, producing
the high-performance ironic phosphate product (precursor
of lithium-ion cathode materials), which is mainly used in the
production of lithium battery for electric vehicles, as well as
carbon nanotube conductor paste product, which is mainly used
as an additive of lithium batteries. At the end of 2017, the Group
entered into a framework cooperation agreement with one of the
top universities in the PRC to jointly develop precursor products
for binary and ternary anode materials, so as to further expand
the Group’s product mix in the new energy materials sector.

The existing main businesses of Group are characterized by
high stability, taking a prominent position in the market. Due to
the irreplaceability of the products, the Group has maintained
good business relations with its main customers which span over
eleven years. In 2017, the top five largest customers of the Group
accounted for a total of approximately 31.3% of the revenue (2016:
approximately 28.9%).

The Group has a well-established sales network, which covers
areas including Asia, Europe, North and South Americas. For
the Review Year, revenue derived from the Group’s sales in
China accounted for approximately 63.8%; India accounted for
approximately 10.9%; Germany accounted for approximately
5.2%; the United States of America, Indonesia and other regions
accounted for approximately 5.0%, 3.7% and 11.4% respectively,
by regional distribution.

PERFORMANCE REVIEW

During the Review Year, revenue of the Group increased by 19.8%
to approximately RMB1,247.4 million (2016: RMB1,041.1 million).
The increase in revenue was mainly due to the increase in sales
price and sales volume.
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EEENWROMN

As for gross profit, since the increase in product prices was
greater than that of raw materials and the sales volume increased,
the gross profit of the Group increased by approximately
23.6% to RMB363.0 million (2016: approximately RMB293.6
million). The overall gross profit margin of the Group increased
to approximately 29.1% from approximately 28.2% for the
same period last year. On the other hand, the net profit of the
Group for the whole year increased by approximately 12.6%
to approximately RMB136.1 million (2016: approximately
RMB120.9 million); net profit margin was approximately 10.9%
(2016: approximately 11.6%); basic earnings per share was
approximately RMB0.13 (2016: approximately RMB0.127).

Dye intermediates — accounting for approximately 52.9% of
total revenue (2016: approximately 46.3%)

During the Review Year, the price of raw materials of dye
intermediates increased along with the oil price. As the Group
adopted a pricing model of cost markup, it was able to transfer
the impact of rising raw material price to downstream customers,
to ensure the stable revenue and profit of dye intermediates
sector.

In light of the above factors, revenue derived from the dye
intermediates sector increased by approximately 36.9% to
approximately RMB660.0 million as compared to the same period
in 2016, accounting for approximately 52.9% of total revenue.
Due to the rise in product prices, gross profit margin of the
sector increased to approximately 30.1% (2016: 25.9%). During
the Review Year, sales volume of the sector increased by 11.3%
compared with the same period in 2016 to approximately 36,763
tons (2016: 33,018 tons).

* The earnings per share of the Group for the year ended 31
December 2016 was adjusted for the bonus share issued in
2017.
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Management Discussion and Analysis

Pigment intermediates — accounting for approximately
18.9% of total revenue (2016: approximately 19.0%)

During the Review Year, as the competition with main competitors
intensified and the proportion of low-profit margin products
increased, the average unit prices of the products dropped.
The average price of pigment intermediates decreased by
approximately 4.3% from RMB30,460 per ton in 2016 to
approximately RMB29,150 per ton. The increased market share
of the Group resulted in an increase in the sales volume to
approximately 8,102 tons (2016: approximately 6,482 tons) during
the Review Year. Revenue of the sector in 2017 was approximately
RMB236.2 million, representing an increase of approximately
19.6% compared with the same period. Also, the reduction in
selling price outweighed that in cost, leading to a decrease of
the average gross profit margin by approximately 6.7 percentage
points to 33.7 % (2016: approximately 40.4%).

Agricultural chemical intermediates — accounting for
approximately 28.0% of total revenue (2016: approximately
34.7%)

To achieve the upstream and downstream product integration,
the Group began to produce mononitrotoluene in 2015, and
quickly secured an important position in the agricultural chemical
intermediates market. The Group increased the production
capacity of mononitrotoluene to 80,000 tons in March 2016. With
smooth production and operation, the profitability of the product
met the expectation of the Group. During the Review Year, due to
production restriction by the government and other reasons, sales
volume decreased by 5,437 tons to 32,414 tons (2016: 37,851
tons).

As the largest PNT purchaser in the world, the Group began to
produce mononitrotoluene on its own. The external purchase of
PNT by the Group decreased by approximately 85%, which led
to an oversupply of PNT in the market. Thus, some enterprises
were forced to reduce or cease their production or withdraw from
the business, which speeded up the process of integration of
the industry, and at the same time expanded the Group’s market
share, enhanced its status in the industry as well as increased
its bargaining power. Benefitted from industry integration, the
Group raised the average selling price of ONT, OT and other
products during the Review Year by approximately 13.0% from
approximately RMB9,550 per ton in 2016 to approximately
RMB10,794 per ton in 2017.
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During the Review Year, there was a slight drop in revenue
generated from the productions due to the decline in sales volume
and revenue generated from the sector dropped by approximately
3.2% to approximately RMB349.9 million. As the decrease in
production volume led to the increase of the production cost, the
gross profit margin of the sector decreased by approximately 1.9
percentage points to approximately 24.2%.

Lithium battery materials — accounting for approximately
0.1% of total revenue (2016: Nil)

During the Review Year, the Group fully capitalized on the
opportunities presented by the fast-growing new energy market.
To quickly seize market shares, the Group began to invest in the
development and manufacture of new energy materials in early
2017. During the Review Year, the production line of 15,000 tons
of iron phosphate has commenced pilot production. During the
Review Year, the Group launched its iron phosphate lab scale
products which were recognized by the market.

Environmental technology consultancy service -
accounting for approximately 0.04% of total revenue (2016:
Nil)

With mounting pressure from environmental protection in China
and increasing demands from the environmental protection
treatment market, we leverage our long-established advantages
in environmental protection treatment and proactively cooperate
with third parties to conduct environmental protection consulting
business, focusing on consultation on environmental protection
regarding the atmosphere, sewage, and solid waste treatment.
During the Review Year, the environmental technology consultancy
business generated revenue of approximately RMBO0.53 million,
with a gross profit margin of approximately 12.5%.
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Management Discussion and Analysis

EXPORT

In 2017, the export revenue of the Group amounted to
approximately RMB451.0 million, representing an increase of
approximately RMB116.5 million or 34.8% as compared to the
export revenue of approximately RMB334.5 million in 2016.
The increase in export revenue of the Group was mainly due
to the increase in average sales price and sales volume of dye
intermediates.

In 2017, the export revenue attributed approximately 36.2% to the
total revenue of the Group (2016: approximately 32.1%).

RESEARCH AND DEVELOPMENT

To proactively respond to the government’s call for developing new
energies, the Group employed key talents, completed the research
and development of battery materials and the construction of
characterization platform, completed the process development
for ironic phosphate (precursor of LFP anode materials) and
optimization and enhancement of three-waste treatment process,
and cooperated with one of the top universities in the PRC to
carry our research on high-grade-nickel ternary anode materials,
thereby proactively engaging in new technologies for the
development of the new energy industry, laying a solid foundation
for venturing into the new energy industry.

On top of technology improvement on existing products, we
continue to optimize the processes and improve the quality of
the products, increase investment in the three-waste treatment
process, and replace treatment with recycling with respect to VOC
treatment, thereby reducing the overall operating costs; to address
the rise in environmental protection standards, we upgraded and
renovated existing facilities and successfully accomplished the
task assigned by the government.

Upholding the belief that technology is the core competitiveness,
the Group will continue to maintain its investment and efforts in
research and development to retain the advantages enjoyed by its
products and identify new growth drivers.
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OUTLOOK

During the Review Year, the Group continued to seek different
development opportunities by actively expanding both along
the industry chain and horizontally. The Group constantly
opened new business areas while consolidating and developing
existing business of dyes, pigments and agricultural chemical
intermediates. Looking ahead to 2018, with the recovery of the
global economy, the gradual rise of global oil price and the
continued scale-up of China’'s economy transformation, the Group
will take full advantage of these market opportunities in 2018 and
continue to improve the efficiency of our production technology
and enhance environmental protection, striving for greater market
share with superior competitiveness to our peers.

The Group started to invest in the development and manufacture
of new energy materials since early 2017. Currently, the pilot
production of ironic phosphate product and carbon nanotube
paste, which is used as a conductor of anode and cathode
materials of lithium batteries, have begun. Together with our
existing NMP product, we have launched three products in the
battery materials market. We have been cooperating with one of
the top universities in the PRC to jointly develop ternary anode
materials, which allows us to achieve a full presence in binary
and ternary materials markets, laying a solid foundation for the
subsequent development of the Group.

In early 2018, we have made breakthroughs in new business
of environmental technology consultancy service. We believe
that there will be an increasing demand in the environmental
protection treatment market as environmental protection
pressure increases in China. We believe that the environmental
technology consultancy segment will assist the Group in its future
development.

In the future, we will continue to look for potential acquisitions and
mergers and actively explore the overseas markets. In addition to
consolidating existing businesses, we will also explore new areas
that have synergies with existing businesses and create more
value for shareholders.
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Management Discussion and Analysis

FINANCIAL REVIEW
Revenue and gross profit

In 2017, the revenue and gross profit amounted to approximately
RMB1,247.4 million and approximately RMB363.0 million,
respectively, representing an increase of approximately RMB206.3
million and approximately RMB69.4 million or 19.8% and 23.6%
from approximately RMB1,041.1 million and approximately
RMB293.6 million, respectively, in 2016. In 2017, the gross profit
margin of the Group was approximately 29.1%, as compared to
approximately 28.2% in 2016. The increase in gross profit margin
was due to the Group’s overall increase in sales prices of products
in the second half of 2017, which transferred the adverse impact
of higher raw material prices to customers for stable revenue and
gross profit margin.

Net profit and net profit margin

In 2017, the net profit of the Group was approximately RMB136.1
million, representing an increase of approximately RMB15.2
million or 12.6%, as compared to approximately RMB120.9
million for 2016. In 2017, the net profit margin of the Group was
approximately 10.9%, as compared to approximately 11.6% in
2016.

Selling and distribution expenses

In 2017, selling and distribution expenses amounted to
approximately RMB42.7 million, representing an increase of
approximately RMB3.8 million, as compared to approximately
RMB38.9 million in 2016. The increase in selling and distribution
expenses was mainly attributable to the increase in the sales
volume.

In 2017, selling expenses represented approximately 3.4% of the
Group’s revenue (2016: approximately 3.7%).
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Administrative expenses

In 2017, administrative expenses amounted to approximately
RMB121.8 million, representing an increase of approximately
RMB31.2 million, as compared to approximately RMB90.6 million
in 2016. The increase in administrative expenses was mainly
due to the production cost incurred during the suspension of
agricultural chemical intermediates accounted for administrative
expense, increase in staff cost and research and development
expenses as well as the service fees payable to intermediaries
recognised for the proposed acquisition of Ynnovate Sanzheng
(Yingkou) Fine Chemicals Co., Ltd.

In 2017, administrative expenses represented approximately 9.8%
of the Group’s revenue (2016: approximately 8.7%).

Finance costs

In 2017, finance costs amounted to approximately RMB15.6
million, representing an increase of approximately RMB5.3 million,
as compared to approximately RMB10.3 million in 2016, mainly
attributable to the increase in the interests of bank loans.

Exchange loss

In 2017, exchange loss amounted to approximately RMB5.9
million, representing a decrease of approximately RMB9.5 million,
as compared to approximately RMB15.4 million in 2016, mainly
due to the conversion of overseas deposits from Renminbi to US
dollars and the appreciation of Renminbi against US dollar in
2017.

Income tax expenses

The PRC subsidiaries of the Company are generally subject to
the enterprise income tax at a rate of 25.0%. In 2017, income
tax amounted to approximately RMB45.0 million, representing
an increase of approximately RMB11.5 million, as compared to
approximately RMB33.5 million in 2016. The increase in income
tax expense was mainly attributable to the increase in profit before
tax during the Review Year as compared with 2016.
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Management Discussion and Analysis

Cash flows

In 2017, net cash flows from operating activities of the Group
amounted to approximately RMB191.6 million, as compared with
approximately RMB171.3 million in 2016, representing an increase
of approximately RMB20.3 million, mainly due to the prepayment
of the income tax for the year 2016 in 2015.

In 2017, net cash flows used in investing activities of the Group
amounted to approximately RMB257.3 million, as compared with
approximately RMB248.1 million in 2016, representing an increase
of approximately RMB9.2 million, mainly due to the expenses on
the new production plant built by Tsaker Dongying and battery
materials as well as the purchase of machinery and equipment.

In 2017, net cash flows generated from financing activities of the
Group amounted to approximately RMB27.6 million, as compared
with approximately RMB270.3 million in 2016, representing a
decrease of approximately RMB242.7 million, mainly due to
(i) the amount of proceeds from issue of shares increased by
approximately RMB93.9 million in 2017, as compared with 2016;
(ii) the net amount from bank borrowings and other borrowings
decreased by approximately RMB328.9 million in 2017,as
compared with 2016; and (iii) payment of dividend, service fee
and funds paid to related parties increased by approximately
RMB7.7 million in 2017, as compared with 2016.
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Management Discussion and Analysis
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Liquidity and capital structure

In 2017, the daily working capital of the Group was primarily
derived from internally generated cash flow from operations and
bank borrowings. As at 31 December 2017, the Group had (i) cash
and cash equivalents of approximately RMB359.8 million, in which
approximately RMB89.8 million was denominated in RMB and
approximately RMB270.0 million in other currencies (USD, HKD
and Singapore dollar) (as at 31 December 2016: approximately
RMB396.7 million, in which approximately RMB191.8 million was
denominated in RMB and approximately RMB204.9 million in other
currencies (USD and HKD)); (ii) restricted cash approximately
of RMB17.9 million (as at 31 December 2016: approximately
RMB72.5 million); and (iii) interest-bearing bank borrowings of
approximately RMB582.0 million with interest rate of 3.92%-
10.84% per annum, in which approximately RMB194.6 million
shall be repayable within one year (as at 31 December 2016:
approximately RMB241.6 million, shall be repayable within one
year with interest rate of 3.92%-7.6% per annum one year). As at
31 December 2017, no banking facilities were unutilised by the
Group.

In 2017, 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 2017, the Group’s gearing ratio was
approximately 51.0% as compared to approximately 43.9% as at
31 December 2016, which is calculated at interest-bearing bank
loans and other borrowings at the end of the period divided by the
total equity.
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Management Discussion and Analysis

Current assets

As at 31 December 2017, total current assets of the Group
amounted to approximately RMB977.9 million (as at 31 December
2016: approximately RMB926.2 million), primarily consisting of
inventories of approximately RMB115.0 million (as at 31 December
2016: approximately RMB81.8 million), trade receivables and
notes receivable of approximately RMB328.2 million (as at 31
December 2016: approximately RMB281.0 million), prepayments
and other receivables of approximately RMB157.0 million (as at
31 December 2016: approximately RMB94.2 million), cash and
cash equivalents of approximately RMB359.8 million (as at 31
December 2016: approximately RMB396.7 million) and restricted
cash of approximately RMB17.9 million (as at 31 December 2016:
approximately RMB72.5 million).

Inventories

Inventories of the Group mainly consisted of raw materials,
work-in-progress and finished products. The turnover days
for inventories increased from 39 days for 2016 to 41 days for
2017, the stability of turnover days is mainly due to the Group’s
enhanced ordinary management of inventory levels and proper
arrangements for procurement, production, and sales.
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As at 31 December 2017, trade receivables and notes receivable
of the Group increased by approximately RMB47.2 million as
compared to those of last year, mainly due to the increase in
revenue compared with the same period last year.

The turnover days for trade receivables increased from 65 days
for 2016 to 71 days for 2017.
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Prepayments and other receivables

As at 31 December 2017, prepayments and other receivables
of the Group increased by approximately RMB62.8 million from
approximately RMB94.2 million in aggregate as at 31 December
2016 to approximately RMB157.0 million in aggregate, which
was mainly due to an increase in the prepaid equipment and
construction costs.

Current liabilities

As at 31 December 2017, total current liabilities of the Group
amounted to approximately RMB705.3 million (as at 31 December
2016: approximately RMB716.9 million), primarily consisting
of trade payables of approximately RMB369.8 million (as at
31 December 2016: approximately RMB256.5 million), other
payables and accruals of approximately RMB126.0 million (as
at 31 December 2016: approximately RMB199.2 million) and
interest-bearing bank borrowings of approximately RMB194.6
million (as at 31 December 2016: approximately RMB241.6
million).

Trade payables

The turnover days for trade payables increased from 124 days
in 2016 to 129 days in 2017. The turnover days remains stable
mainly due to the long-term and good relationship with the main
suppliers.

Other payables and accruals

As at 31 December 2017, other payables and accruals of
the Group decreased by approximately RMB73.2 million from
approximately RMB199.2 million in aggregate as at 31 December
2016 to approximately RMB126.0 million in aggregate, mainly due
to the payment of arrears to the related parties during the Review
Year.
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Management Discussion and Analysis

PLEDGE OF ASSETS

As at 31 December 2017, certain of the Group’s property, plant
and equipment, and prepaid land lease payments with a net
carrying amount of approximately RMB257.5 million (as at 31
December 2016: approximately RMB118.7 million) were pledged
to secure bank loans and other borrowings granted to the Group.

MATERIAL ACQUISITIONS, DISPOSALS AND
SIGNIFICANT INVESTMENT

There were no material acquisitions, disposals or significant
investment of the Group for the period ended 31 December 2017.

CONTINGENT LIABILITIES

As at 31 December 2017, the Group did not have any significant
contingent liabilities.

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 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 closely monitoring the impact of fluctuation
in currency exchange rates on the foreign exchange risk of the
Group.

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

EMPLOYEES AND REMUNERATION POLICIES

The Group has established human resources policies and systems
with a view to achieving effective management in all aspects and
building a learning-oriented organization by providing motivational
rewards through proper reward system and offering employees
various training programs including internal/external training and
public courses.
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In support of the Group’s talent development strategy, we built
a talent information system and a succession system in 2017,
and completed the preliminary drawing of a talent map using the
Competency Model.

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

As at 31 December 2017, the Group had 1,716 employees (2016:
1,613).

For the year ended 31 December 2017, the total staff costs of
the Group (including salaries, bonuses, social insurances and
provident funds) amounted to approximately RMB118.8 million
(2016: approximately RMB101.6 million).

APPLICATION OF PROCEEDS FROM THE LISTING

Trading of the shares of the Company on the Main Board of The
Stock Exchange commenced on 3 July 2015. The net proceeds
from the Listing amounted to approximately RMB378.8 million. The
proceeds are used as the purposes disclosed in the prospectus
of the Company dated 23 June 2015.

For the year ended 31 December 2017, the proceeds of
approximately RMB37.9 million, RMB189.4 million, RMB34.1
million, RMB18.9 million and RMB17.4 million have been used as
the supplemental working capital, for the expansion of production
capacity, for the development of the new products, for the
rental payment of Phase | and Phase Il of Tsaker Dongao, and
for the purchase of the entire equity interest of Tsaker Dongao,
respectively.
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Management Discussion and Analysis

APPLICATION OF PROCEEDS FROM PLACING

On 28 April 2017, the Group entered into a placing agreement
with Guotai Junan Securities (Hong Kong) Limited and China
Investment Securities International Brokerage Limited (the “Joint
Placing Agents”), pursuant to which the Joint Placing Agents
have conditionally agreed to procure the subscription of up to
21,000,000 New Shares to any professional, institutional or other
investor(s) (the “Placee(s)”) at the placing price of HK$5.15 per
Placing Share (the “Placing”). The condition set out in the placing
agreement has been fulfilled and the Placing was completed
on 18 May 2017. An aggregate of 21,000,000 Placing Shares
have been allotted and issued to not less than six Placees at the
placing price of HK$5.15 per Placing Share. The net proceeds
from the Placing were approximately HK$107 million, of which
50% was used for construction and operation of cathode materials
for lithium ion batteries — ironic phosphate project, and 50%
for providing additional working capital for the Group as at 31
December 2017. The proceeds were used for the purposes as
disclosed in the announcement of the Company dated 18 May
2017.

EVENTS AFTER THE REPORTING PERIOD

Details of events after the reporting period are set out in note 37
to the consolidated financial statements.
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Environment, Social and Governance Report

RS- HERERHRE

About This Report

Tsaker Chemical Group Limited (the “Company” or “Tsaker
Chemical”, together with its subsidiaries, the “Group”) is
publishing its second Environment, Social and Governance (ESG)
Report. This year we have disclosed our data to provide the
readers with a pragmatic view of our sustainability performance.
The content of this report is formulated to highlight the Group's
milestones in its journey to integrate sustainable development in its
operations through high productivity and innovation.

REPORTING STANDARD AND SCOPE

This report has been prepared in accordance with the Environment,
Social and Governance Reporting Guide set out in Appendix 27
of the Listing Rules prescribed by The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The report covers Tsaker
Chemical’s activities from 1 January 2017 to 31 December 2017 (the
“Reporting Period”). The scope of the report includes the Group’s
environmental and social performance in its (1) Beijing headquarter,
(2) Tsaker Technology, (3) the Dongao production plant, as well as
the two production plants in Dongguang, hereinafter respectively
referred to as (4) Tsaker Dongguang and (5) Tsaker Cangzhou.
Information on corporate governance will be separately presented
in the annual report in accordance with Appendix 14 of the Listing
Rules.

CONTACT INFORMATION

If you have any comments or suggestions upon reading this report,
please contact the investor relations department at the following
address:

No. 3301,

Lvdi Center China Jin,

Hong Tai East Street,

Chaoyang District, Beijing, the PRC

Telephone:
086-10-56532886
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Environment, Social and Governance Report

Business Discussion

COMPANY PROFILE AND CORE VALUE

Founded in 1997, the Group’s headquarter in the PRC is situated
in Beijing and has been a listed company on the Stock Exchange
since 2015. As one of the leaders in the production of dyes,
pigments and agricultural chemical intermediates, the Group has
the largest production base of DSD acid and DMSS in the world;
it is one of the world’s three largest producer of mononitrotoluene.
Even with our blossoming success, Tsaker Chemical has never
ceased its plan for further improvement. The Group has set up its
R&D center in Beijing and is continuously developing innovative
technologies to improve product quality in order to provide
customers with the foremost products and services.

TSAKER CHEMICAL'S MISSION

Tsaker Chemical intends to uphold its corporate mission “to build
a better world with green technology” through its pursuance of
excellence, innovation, integrity, leadership, synergy and social
responsibility. The Group’s sustainability approach focuses on
creating opportunities to maximize values for the stakeholders and
contribute to a sustainable future.

COMMUNICATING WITH THE STAKEHOLDERS

The Group values all feedbacks from the various stakeholders in
regards to our operations and believes that these valuable opinions
are crucial in our continuous effort to improve product and service
quality as well as optimizing corporate governance. Through the
different communication channels, the Group hopes to promote the
concept of sustainable development and show its commitment for
its social and environmental responsibility.
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During the reporting year, the Group’s engagement with various stakeholders are as follows:
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Report Theme

The theme of this report echoes Tsaker’s corporate mission
and emphasizes the idea of drawing a greener future through
the development of environmentally friendly production and a
harmonious society.
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Establishing Environmentally Friendly Production

Achieving economic efficiency by promoting management of
natural resources usage, adopting green technology for cleaner
production and reducing operation expenses.

Building a Harmonious Society

Fulfilling social responsibility through collective effort of our
synergic team.
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RIR - HERERAERE

Establishing Environmentally Friendly
Production

The Group understands that in the production process, it is likely to
cause ecological and environmental pollution. For this very reason,
the Group has continued to invest in the research and development
of eco-friendly manufacturing technology while engaging in green
procurement practices. The objective is to produce high quality
eco-friendly products in line with our sustainability goal.

GREEN PROCUREMENT

In the selection of raw materials, the Group has already taken the
potential environmental impacts into consideration. In this regard,
the Group’s Environmental Management System has adopted
the green procurement guidelines under ISO 14001:2004 and
established its own supplier management system in its procurement
department to enable a more comprehensive assessment of
the suppliers. In addition to considering the suppliers’ stability
in product quality, ethical standards and services, the raw
materials’ chemical composition is another item that we scrutinize.
Through regular engagement with the suppliers, we express our
requirements on raw materials to reduce pollution and assist them
in further developing environmentally friendly materials. We strive
to be a partner of success in the journey towards sustainable
production.

To ensure suppliers can excel in their environmental and social
performance while maintaining the Group’s impartiality in making
its procurement decisions, the Group conducts annual review of
each supplier to prioritize on material quality.

The Group is fully aware of the pollution that material transportation
can have on air quality as large amounts of carbon is produced.
We therefore opt for local suppliers in order to minimize carbon
footprint while supporting the local economic development.
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Tsaker Chemical is also meticulous when it comes to selecting
packaging materials. We consider using sustainable packaging
materials including biodegradable plastics and FSC certified
materials to minimize the environmental pollution caused by our
final products.

China Suppliers Packaging Material
Bl A it PE RS (Types)
1 BEMR

m- 1,523

Tonnes [#

-
N

Overseas Suppliers \‘"

B SMA R .
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[~ f— * Intensity Z £ : 1.221
=

BRiR - 4B REBRRS

FERECBEEEREMNH LORRAE  §ZRER
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* Intensity calculation: divided by RMB million revenue
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RIR - HERERAEE

QUALITY ASSURANCE

Apart from our commitment to product quality, our customers’
health and safety while using our products is another issue of
great concern. We ensure the products meet our quality and safety
standards which are developed based on the ISO 9001:2208
Quality Management System. To further assure the product quality,
the Group assigns a senior quality inspector to conduct inspections
and comprehensive tests on each batch of products to prevent any
defective products from being distributed in the market.

After the products being delivered, the Group maintains close
contact with the customers for after-sales support. The customer
service team follows up to ensure that customers are satisfied.
If the product fails to meet the customers’ expectation, Tsaker
Chemical will undertake sample analysis. If it is confirmed to be the
Group’s fault, it will recall the products and produce a new batch
of up-to-standard products for the customers. These incidents are
also used as case study for the Group to learn from its mistakes
and to improve its production examination process and remedial
procedures.

The Group respects intellectual property and we are committed
to be in strict compliance with the “Patent Management System”
and “Intellectual Property Operative Management Regulations”
to ensure patents, proprietary technology, confidential business
information of the Group and related parties are properly protected
and managed.

Tsaker Chemical Group Limited &t 2EEHFREA

ol

mERE

AEBBRTIEERNRE  TELEFPEFERER
BREREMNZE Bt AEREGNGAE RERE
B2 fE% . REE B 1S09001:2008 EE EHlEE X
BEMREEMNEE  AFE—FPHRTERMNES - &
SEHEBANEEYRERNEREBETHENZE
B4R AR R R e

EmXHE AREEETFREHBIRHERRS -
EFRBABEREFREERKR BREFHE °
MBERERAREEFEMRER  FECELMRER
EITER NEBAEENBXR  SREPLHERD
W REPHESHERENER - B EHHER
RIERPIDZ - HE B A SOE £ E R T & &
g SREREVNEREEE L —E8 -

AEBEBHMBERE ABBELRR (FHEEHE)
RAHNBERTFERERT) @ BERZEFEENMR#E
AEBE MBSO EENE  BEERMAMBAEKE -



Environment, Social and Governance Report

Furthermore, the Group is also vigilant of stakeholders’ privacy.
Prior to engaging the suppliers, customers or other business
partners in negotiations, involved parties are required to sign a
confidentiality agreement to protect the interests and privacy of all
parties.

During the Reporting Period, the Group’s operations have been
carried out in compliance with all relevant laws and regulations
in regards to product responsibility, including health and safety,
advertising, labeling and privacy matters.
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5 HERERKRE

ENVIRONMENTAL POLICY

During production, the Group strictly abides with all the relevant
environmental laws and regulations such as the “People’s Republic
of China Environmental Protection Law” , “People’s Republic of
China Water Pollution Prevention Law” and “People’s Republic
of China Clean Production Law”. Concurrently, the Group has
formulated environmental policies such as energy monitoring
system, environment management system, and equipment
management system at its production base to ensure the pollution
caused as a result of the production process is reduced to a
minimum. The Group’s environmental policy encompasses the
following principles:

. Using the international standard ISO 14001: 2004 as the
guideline for environmental management;

° Arrange the production department to regularly monitor
emission data;

° All employees are required to uphold their environmental

responsibility and carry out their daily work activities in
accordance with the environmental protection procedures;

° Ensure that sulphur content in coal and the emissions
from the boiler during combustion have met regulatory
standard; and

° All wastewater is treated prior to discharge in compliance
with the local wastewater emission standard.

The above highlights for policy help to minimize Tsaker Chemical’'s
environmental impact. The Group’s good performance on
environmental protection also ensured its engagement in green
production and maintained its high productivity.

In addition to implementing the environmental policy in our
operational process, the Group also educates internal stakeholders
on environmental protection to reinforce and cultivate the
employees’ awareness of environmental conservation. Through
our collective effort, we are advancing towards our goal of green
production.

Tsaker Chemical Group Limited ¥ &{t2E£EERE AT

BRIBBR

AEBELEERRES  BRET (PEARAMER
BREER) - (hEARAMBEKEEPIRE) -~ (h
EARANMBEBREER) SRIBERESR - A
‘iI%TWEXM}%%UEE’J%?B{%E%EEH%@@

ERGE LEMBRRGEARREBEENE - 1
REETEEMERNRTSRERERE - A T2
AEBNREBRNEE

J W%éﬁr ZYEMH 4% 1SO14001 = 2004 1E 5
RIEEIRIES

] PR £ E P T BB I BE R ) EUE

. DRFEETHEREEERFH Weﬁi“
AW ERIRREFAEA S TE

. RETEE A AR S 2 DA S SR R e i a0 BE
TQZ‘LTT . /‘)(

. EHERCS/KATEITRIE - MRFS EHI5K
BERIZZE o

A ERRRMIRBBREE - ABR 2N RERKE
HIRFENSR - KARFNRRRE - LEERRAE
BERREEIRFSUEET -

BTHEETHHRITRENEBERRI  AEEBHA
MEHERBRRRE - MBIBEET A FHRE
RENEH - HAMRREENBIREE -



Environment, Social and Governance Report

RESOURCES OPTIMIZATION

The Group directs its effort to optimize resource usage and has
used the “People’s Republic of China Energy Conservation Law” as
a framework for the following resource optimization policy:

. Prohibits wastage of lighting electricity and water through
promoting good habits among employees;

° Every person using the lights and water faucet has a
personal obligation to ensure the maintenance of these
apparatuses.

In order to manage natural resource usage, Tsaker Chemical
has implemented an Energy Management System at each of its
production plants. Furthermore, an environmental audit team has
been formed to conduct audit on water, electricity, coal, gas, and
other sources. The assessments mainly conducted to evaluate
the performance of respective resources. The aforementioned
initiatives are conducive in monitoring operating cost and usage of
resources.

BRiR - 4B REBRRS
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RIR - HERERAEE

Water Usage

In daily production process and business operation, the Group
consumes large quantity of water which is part of its production
cost. Environmental guidelines, developed by our environmental
audit team, to efficiently utilize water resources were developed for
two aspects, i.e. production and domestic. In the production line,
all maintenance staff are required to conduct regular inspections
on the machines to prevent water leakage. In terms of domestic
water use, the Group requires employees to comply with the
environmental management system, which encourages employees
to engage in water conservation and relevant activities to raise
their awareness. In the dormitory, employees are also required to
conduct regular inspections on the water faucet and pipelines. If
any damage is found, they should promptly notify the maintenance
department to repair.

Energy Consumption

Our Group uses a large amount of electricity and coal in daily
operations. Therefore, the environmental audit team had formulated
respective management policies for these energy sources to help
monitor resources consumption and production costs.

Tsaker Chemical Group Limited &t 2EEHFREA
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Electricity

Our Group mainly used electricity on manufacturing and
daily operations purposes. In order to manage its energy
use, we require employees to follow electricity usage
guidelines under the energy management system in daily
life and in operations, which has helped save energy and
fulfill the purposes of resources utilization, while achieving
cost reduction. The electricity management guidelines
include:

° Adopt a centralized production approach on
major power-consuming equipment and strictly
control the number of shifts to maximize the
carrying load as much as possible, and reduce
the per unit power consumption;

° Gradually switch to high efficiency and energy-
saving facilities in operation areas;

° Fill in electricity consumption form and report
monthly;
° Welcome all departments to provide suggestions

on energy saving initiatives and cooperate with
environmental audit team to implement strategies;
and

° Turn off idling machines.
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RIR - HERERAEE

- Fuels

The Group mainly used coal in its operation while
petroleum gas was mainly used in the vehicles. The
implementation of distinctive energy saving policies has
aided the Group in reducing its energy consumption,
operation costs and greenhouse gas emissions.

Coal is a key natural resource used for production.
Therefore, the Group purchases high quality coal to
maximize the combustion efficiency. To avoid wastage,
stale coals are used first and stored in separate piles. The
environmental auditing team collects coal consumption
data on a weekly basis to monitor the usage.

Petroleum gas is used as a means of transportation for
workers which are supplied to business and private cars.
The operation area coordinates with the Group’s energy
system and submits the respective data to Environmental
Audit Department weekly for consumption monitoring
purpose. In order to reduce the amount of petroleum
used, old vehicles are replaced with relatively fuel-efficient
models to save fuel.

Hazardous Chemical Management

As an industrial manufacturer, different hazardous liquid chemicals
are used throughout production. In order to ensure safe handling
of hazardous materials to avoid endangering the employees
and environment, the Group strictly monitors and stipulates a
safety management system for overlooking the procurement,
storage, handling, transportation and manufacturing processes.
For example, in the procurement of hazardous chemicals,
manufacturers are required to obtain a valid production and
operation permit to ensure that the quality and source of raw
materials have met product requirements as well as relevant laws
and regulations. In terms of storage, hazardous chemicals are also
categorized and stored separately to prevent contamination.

In addition, employees regularly conduct training exercises on
handling hazardous chemicals to reduce the risk of employees
being injured due to misuse. This helps the Group to safely use
and handle dangerous goods in production, with minimal impact on
the environment caused by issues such as misuse and leakage.
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RIE - HERERRS

EMISSIONS CONTROL P HERL

The Group is fully aware that electricity, water, and raw materials A& EZ#E 4 EBETFAEAINE - BRE - KA
used during the manufacturing process emits greenhouse gases, RE#ME @ @HHHEERE KR TRY - TEREK
air pollutants, industrial wastewater, and wastes, which affects  FIEEY) r HIRBEKREZE - BT E%)ﬂﬁ,ﬁ{’ﬁﬁi?
the environment. In order to optimize the resource usage and %;%Fﬂ