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BOARD OF DIRECTORS
Executive Directors

Mr. GE Yi
Mr. BAI Kun
Ms. ZHANG Nan

Non-executive Director

Mr. FONTAINE Alain Vincent

Independent non-executive Directors

Mr. HO Kenneth Kai Chung
Mr. ZHU Lin
Mr. YU Miao

JOINT COMPANY SECRETARIES

Mr. BAI Kun' (appointed on 11 December 2020)
Ms. YANG Xue' (resigned on 11 December 2020)
Ms. LEUNG Suet Lun

AUTHORIZED REPRESENTATIVES

Mr. GE Yi
Ms. LEUNG Suet Lun

AUDIT COMMITTEE

Mr. ZHU Lin (Chairman)
Mr. HO Kenneth Kai Chung
Mr. YU Miao

REMUNERATION COMMITTEE

Mr. YU Miao (Chairman)
Mr. ZHU Lin
Mr. HO Kenneth Kai Chung

1. Ms. YANG Xue has resigned as a joint company secretary
of the Company (“Joint Company Secretary”) due to work
reallocation. The executive Director Mr. BAl Kun has been
appointed as the Joint Company Secretary with effect from 11
December 2020. For details, please refer to the Company’s
announcement dated 11 December 2020.
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Mr. ZHU Lin

REGISTERED OFFICE

P.O. Box 472

2nd Floor, Harbour Place
103 South Church Street
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PRINCIPAL PLACE OF BUSINESS IN HONG KONG
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Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

International Corporation Services Ltd.
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HONG KONG BRANCH SHARE REGISTRAR

Tricor Investor Services Limited
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

LEGAL ADVISER

As to Hong Kong law:

H.M. Chan & Co in association with Taylor Wessing

21st Floor

8 Queen’s Road Central
Central

Hong Kong

AUDITOR

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

STOCK CODE

1986

PRINCIPAL BANKERS

China Construction Bank (Dongguang branch)
Bank of China (Dongguang branch)

Citibank (Hong Kong Branch)

Hang Sang Bank

East West Bank

DBS Bank (Tianjin Branch)

INVESTOR ENQUIRIES

Website: www.tsaker.com
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Financial Highlights
B REE

2020 2019
t et 223 —hF
RMB 000 RMB 000
AR¥T T ARBEFIT
(Audited) (Audited)
For the year ended 31 December BZE+=-BA=+—HLEE (RBREZ) (&E:Z)
REVENUE ¢~ 1,275,274 1,818,347
GROSS PROFIT EA 445,335 1,040,957
PROFIT FOR THE YEAR F g 144,599 518,284
Profit attributable to: JEMRR A -
Owners of the parent NEEA A 144,875 517,927
Earnings per share attributable to ordinary BAREBE=ERA
equity holders of the parent: EIEBRAT -
AR®¥RMB ARERMB
- Basic and diluted — BEANES 0.147T 0.5070

For the year ended 31 December 2020, revenue of the Group
amounted to approximately RMB1,275.3 million, representing a
decrease of approximately RMB543.0 million or 29.9% comparing
with that in the same period of 2019.

For the year ended 31 December 2020, gross profit of the Group
amounted to approximately RMB445.3 million, representing a
decrease of approximately RMB595.7 million or 57.2% comparing
with that in the same period of 2019.

For the year ended 31 December 2020, net profit of the Group
amounted to approximately RMB144.6 million, representing a
decrease of approximately RMB373.7 million or 72.1% comparing
with that in the same period of 2019.

For the year ended 31 December 2020, basic and diluted earnings
per share attributable to ordinary equity owners of the parent
amounted to approximately RMBO0.14, representing a decrease of
approximately RMB0.36 or 72.0% comparing with that in the same
period of 2019.

The Board did not recommend the declaration of any final
dividend for the year ended 31 December 2020. An interim
dividend for the six months ended 30 June 2020 amounted to
RMBO0.048 per share. The dividends in aggregate for the year
ended 31 December 2019 amounted to RMBO0.150 per share.

HE-Z-THEA+_A=+—HIFE  AEEHWK
ﬁﬁ%’ﬂ%/\ﬁ’ﬁ%tﬂasﬁfﬁﬁ R CE-NFRER
DPARES43.08 ET329.9% °

HE-_Z-_ZF+_A=+—HBLLFE  KEEFE
ﬂ%ﬁAE%m@sE%ﬁ’ﬁf?fniﬁﬁﬂy
M ARIES95 7HEITLHE7.2% ©

BE-_Z-_TE+_A=+—HLFE £KEBH
FHABARE144 688 B NFRHHLD
PARBEI7TI7TEHEITHT2.1% ©

HE-_Z-ZTFF+_A=+—HLEFE G271
BREEEEABRMSEREARBEERINOAAR
0147 BREZE—NFRBBLHARYE0.367T
%72.0% °

EZeTRAERBEE_ZT_ZF+_-_HA=1+—H
LFEHRPRE - #HE-F _giﬁﬂiﬂ—ﬁﬂz
NEAWTHEESERAR ”r%'( 0.0487C - BE—
—NEFE+ZA=+—HIEHRE '@%ﬁﬁtﬂx/\ﬁﬁ%
0.1507T °
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Five-Year Financial Summary

HFEIEEE

For the year ended 31 December

BEt-A=t+-BL%E

2020 2019 2018 2017 2016
—E-2E —T-hF ZT-NF ZT—tF ZIT—F
RMB 000 RMB 000 RMB'000  RMB’000 RMB 000
ARBTRT ARETr ARETT ARETT ARETR
Operating results — Summary  E&XEHE
Revenue Iz 1,275,274 1818347 1515882 1247392 1,041,142
Gross profit EF 445335 1,040,957 524,093 362,989 293,605
Profit for the year FREF 144,599 518,284 222,817 136,106 120,921
Profit attributable to: iR H
Owners of the parent ISYNGIEZ=PN 144,875 517,927 222,901 136,131 120,921
Balance sheet — Summary EESELRHE
Non-current assets FRBEE 1,695,556 1,724,977 1,634,095 1,278,371 1,013,486
Current assets MEEE 647,532 856,423 875,056 977,883 926,247
Total assets LEBE 2,343,088 2,581,400 2,509,151 2,256,254 1,939,733
Current liabilities mBAE 597,606 745,937 871,472 705,342 716,947
Non-current liabilities FRBAEE 66,190 69,022 317,794 408,976 261,801
Net assets EEFHE 1,679,292 1,766,441 1,319,885 1,141,936 960,985
Financial ratio BiFgLL &
Gross profit margin M= 34.9% 57.3% 34.6% 29.1% 28.2%
Net profit margin HF = 11.3% 28.5% 14.7% 10.9% 11.6%
Return on equity( RA R RO 8.4% 33.6% 18.1% 12.9% 13.3%
Current ratio® MENLL K@ 1.08 1.15 1.00 1.39 1.29
Net debt to equity ratio® EEBBLEO 20.8% 17.8% 49.3% 51.0% 43.9%
Inventory turnover days® FEREREY 98 112 59 41 39
Trade and notes receivables 2 5 WEIE R
turnover days® EREEAEREO 71 54 69 71 65
Trade payables turnover days®  EZEMFERAEXHO 100 146 130 129 124

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT



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 dividing interest-
bearing loans and other financial liabilities at the end of the
period 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 multiplying by the number of days in the
relevant period.

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

Five-Year Financial Summary
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of the Company, | hereby report the results of the Group for the
year ended 31 December 2020.

In 2020, due to the continuing impact of the novel coronavirus
(COVID-19) outbreak, the global market experienced severe
volatility, and the Group’s production and sales were also
affected. In response to the violent market fluctuations, we timely
adjusted our production plans of major products and global
pricing strategies, trying our best to maintain the sustainable,
steady and healthy development of the Group.

BUSINESS REVIEW

In 2020, the dye and agricultural chemical intermediates
segment remained the largest contributor to the Group'’s revenue,
accounting for 78.8% of the total revenue. The segment includes
DSD Acid, OBA and mononitrotoluene products. DSD Acid is
mainly used in the production of OBA, and its end applications
include brightening elements of bleach for textile, brightening
of paper and detergents. Toluene generates three chemical
materials through chemical process, namely PNT, ONT and MNT.
PNT is the major raw material for DSD Acid production. After
commencing its own production of mononitrotoluene, the Group is
able to stabilise the upstream supply of raw materials. Meanwhile,
ONT and OT are important agricultural chemical intermediates in
the production of herbicides. In 2020, the segment contributed
revenue of approximately RMB1,005.4 million, representing a
decrease of approximately 33.4% compared with that for the same
period last year. During the Review Year, affected by the evolving
market competition landscape, the average sales price of DSD
Acid decreased significantly. As a result, the gross profit margin
of the segment decreased by approximately 26.5 percentage
points to approximately 35.6%.

In 2020, the revenue from pigment intermediates accounted for
19.9% of the Group’s total revenue overall, contributing revenue
of approximately RMB254.1 million. During the Review Year, as
the unit cost of pigment intermediates decreased more than the
unit price, the gross profit margin increased by approximately 6.2
percentage points as compared with 2019 to approximately 43.9%
in 2020.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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In 2020, revenue of the battery material segment accounted
for 0.6% of the Group’s total sales, contributing revenue of
approximately RMB8.2 million. During the Review Year, the
environmental technology consultancy business generated
revenue of approximately RMB7.5 million, with a gross profit
margin of approximately 47.8%.

During the Review Year, the profit attributable to owners of the
parent company for the period decreased by approximately
72.0% to approximately RMB144.9 million (2019: approximately
RMB517.9 million), as compared with that for 2019, whereas basic
and diluted earnings per share reached approximately RMBO0.14
(2019: approximately RMBO0.50).

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 have implemented our corporate governance
policies and sought to comply strictly with the relevant provisions
of the Corporate Governance Code and Corporate Governance
Report as set out in Appendix 14 to the Listing Rules to ensure all
decisions were made on 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 compliance with the corporate
governance code.

Chairman’s Report

ERE®E

ZETF  AEEEMM R EREHEE (N
50.6%  BRNEHNARBS2EEIT - REIESF
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We have adopted proactive policies to welcome the valuable
opinions and suggestions from Shareholders and investors.
Through our capital market department, we maintain our investor
relations by regular and ad hoc interactions with investment
institutions to ensure prompt communication and understanding.
We also published our significant business progress and events
through press releases, announcements and our website in
accordance with the relevant laws and regulations to ensure that
our latest information and reports are available for inspection and
perusal by the Shareholders and investors in time.

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 relevant permits,
licences and approvals relating to environmental and safety
production in all material respects. In addition, we have obtained
and maintained Quality Management System [ISO9001:2015,
Environmental Management System 1SO14001:2015 and
Occupational Health Safety Management System GB/T28001-2011
for our management systems.

We care about staff growth and development. We continue to
recruit and secure talents to satisfy the middle to long-term
strategic development of our personnel structure and hierarchy
through continuous nurturing mechanisms. In addition, we
also care about staff's family members. By establishing a
good corporate culture and a system designed to cater 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 our staff.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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OUTLOOK AND STRATEGY

In 2021, COVID-19 outbreak has not come to an end. The
domestic economy has been gradually recovering, but the
overseas outbreak remains serious, and the impact of the
outbreak on the global economy continues. Adhering to its
prudent development strategy, the Group will reduce the
overall operating risks of the Group and consolidate the market
position of its existing products. On this basis, we will continue
to proactively search for new products and new businesses with
synergies, so as to expand our product offerings and our scope of
overall revenue sources.

We will further increase our investment in environmental protection
and research and development, in order to continue to develop
our existing production processes and environmental protection
treatment technologies, and develop new products and production
processes, which will lay a solid foundation for the long-term
development of the Group.

We firmly believe that with our technical advantages and years
of experience in fine chemical production and operation, we will
be able to tide over the adverse impacts of the pandemic on the
Group and achieve a stable and healthy long-term development.

Looking ahead,
market environment,

in view of such complicated and changeable
with respect to our current business
segments, we will timely adjust our strategies in response to
market changes so as to facilitate the recovery of downstream
demand while increasing the Group’s overall revenue and
stabilizing our product sales and market share. With respect to our
new business, the environmental protection consultancy business
was greatly restrained due to the pandemic in 2020. In the future,
as the domestic pandemic situation eases and market demand
recovers, we will continue to use our own environmental protection
treatment technology to our advantage to actively explore the
market and serve our customers.

Chairman’s Report
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In respect of battery materials, the Company further carried out
technology transformation of the iron phosphate production line
and completed the one-step sintering process transformation
in 2020, which improved our product quality and production
efficiency while reducing unit production costs, thereby further
enhancing the market competitiveness of our products. In 2021,
as the electric vehicle market picks up, the upstream battery
materials field will also open up new opportunities. The Company
will make every effort to respond and strive to achieve new
breakthroughs in the battery materials segment.

Looking ahead, we will continue to look for potential acquisition
and merger projects to consolidate our position as a leading
industry player in our existing product fields and expand into
the new business segments that will make a synergy effect with
our existing businesses, so as to create a greater value for all
Shareholders.

ACKNOWLEDGEMENTS

On behalf of the Board, | would like to extend my sincere gratitude
to our Shareholders, customers and business partners for their
support and trust in the management of the Group, 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
the Shareholders.

Chairman and Chief Executive Officer
Ge Yi
26 March 2021
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BUSINESS REVIEW

Management Discussion and Analysis
SPEERECINR

Operating segment results

For the year ended 31 December 2020

E 3301
REDMRE

BE_Z-BHF+-A=+-RALEE

Dye and Environmental
agricultural technology
chemical Pigment  consultancy Battery
intermediates  intermediates service materials Total
FRR
BX(L2m RRE
R ERPEE B R SR ot
Revenue (RMB 000) Wi (ARETFT) 1,005,412 254,076 7,549 8,237 1,275,274
Cost of sales (RMB 000) HEKK (ALK TT) 647,590 142,542 3,937 35,870 829,939
Sales volume (fons) HEHE () 62,287 8,695 N/A 833 71,815
Gross profit margin EfE 35.6% 43.9% 47.8% (335.5%) 34.9%
Average unit selling price B THER
(RMB/ton) (ARHETT /1) 16,142 29,221 N/A 9,888 N/A
For the year ended 31 December 2019 BE-T-NF+A=T—HLHFE
Dye and Environmental
agricultural technology
chemical Pigment consultancy Battery
intermediates  intermediates service materials Total
AR
BEER RIREAT
R BHEE BHRT Bk bk
Revenue (RMB 000) Wi (AR#Fr) 1,509,631 263,188 37,093 8,435 1,818,347
Cost of sales (RMB 000) WERK (AREFT) 572,226 163,870 28,138 13,156 777,390
Sales volume (fons) HWEHE () 45,945 8,858 N/A 742 55,545
Gross profit margin EfE 62.1% 37.7% 24.1% (56.0%) 57.3%
Average unit selling price B FHER
(RMB/ton) (AR®7T/ 1) 32,857 29,712 N/A 11,368 N/A
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Management Discussion and Analysis

The Group produces fine chemicals such as dye, pigment and
agricultural chemical intermediates, and ventured into lithium
battery cathode materials and additives to lithium batteries and
provision of environmental technology consultancy service in
2017.

The existing main operations of the Group remain stable and enjoy
a prominent position in the market. The Group has maintained
good business relationships with its main customers which span
over ten years on average. During the Review Year, revenue
from the top five largest customers of the Group accounted for
approximately 37.3% of the Group’s revenue for the year (2019:
approximately 48.0%).

The Group has a well-established sales network, which covers
areas including Asia, Europe, North and South America. For the
Review Year, by regional distribution, revenue derived from the
Group’s sales in Mainland China accounted for approximately
67.9%; India accounted for approximately 9.3%; Indonesia
accounted for approximately 5.0%; and Germany, the United
States of America and other regions accounted for approximately
4.8%, 3.4% and 9.6%, respectively.

PERFORMANCE REVIEW

During the Review Year, total revenue of the Group decreased by
29.9% to approximately RMB1,275.3 million (2019: approximately
RMB1,818.3 million) as compared with that of 2019. The decrease
in revenue was mainly due to the decrease in product sales price
of dye intermediates, which was partially offset by the increase in
the sales volume.

As for gross profit, since the product prices of dye intermediates
decreased significantly, the gross profit of the Group decreased
by approximately 57.2% to approximately RMB445.3 million (2019:
approximately RMB1,041.0 million) as compared with that of
2019. The overall gross profit margin of the Group decreased to
approximately 34.9% in 2020 from approximately 57.3% in 2019.
On the other hand, the net profit of the Group for the year 2020
decreased by approximately 72.1% to approximately RMB144.6
million (2019: approximately RMB518.3 million); net profit margin
was approximately 11.3% (2019: approximately 28.5%); and
basic earnings per share was approximately RMBO0.14 (2019:
approximately RMB0.50).
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Management Discussion and Analysis

Dye and agricultural chemical intermediates — accounting
for approximately 78.8% of total revenue (2019:
approximately 83.0%)

During the Review Year, the impact from the COVID-19 pandemic
and other market conditions resulted in a significant decrease
in the price and an increase in the sales volume of the dye
intermediates products. Revenue generated from the sales of the
dye intermediates products decreased by approximately 50.2%
over 2019 to approximately RMB590.4 million in the Review
Year (2019: approximately RMB1,185.3 million), representing
approximately 46.3% (2019: approximately 65.2%) of the Group’s
total revenue. Due to the significant increase in the sales volume
of agricultural chemical intermediates products resulted from
the increased market demands, the Group’s revenue generated
from the sales of the agricultural chemical intermediates products
increased by approximately 28.0% over 2019 to approximately
RMB415.0 million in the Review Year (2019: approximately
RMB324.3 million), representing approximately 32.5% (2019:
approximately 17.8%) of the Group’s total revenue. These two
factors resulted in an overall decrease of approximately RMB504.2
million or approximately 33.4% in revenue from the segment as
compared with that of 2019.

During the Review Year, the gross profit margin of dye
intermediates decreased by 31.0 percentage points to
approximately 43.3% (2019: approximately 74.3%). The gross
profit margin of the agricultural chemical intermediates increased
by approximately 6.9 percentage points to approximately 24.6%
(2019: approximately 17.7%).
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Management Discussion and Analysis

Pigment intermediates — accounting for approximately
19.9% of total revenue (2019: approximately 14.5%)

During the Review Year, the average unit selling price of pigment
intermediates decreased by approximately 1.7% from RMB29,712
per ton in 2019 to RMB29,221 per ton in 2020. The average
unit cost of pigment intermediates decreased by approximately
11.4% from RMB18,500 per ton in 2019 to RMB16,394 per
ton in 2020. During the Review Year, the sales volume of
pigment intermediates of the Group decreased by 163 tons to
approximately 8,695 tons (2019: approximately 8,858 tons), and
the revenue was approximately RMB254.1 million, representing a
decrease of approximately 3.5% as compared with 2019.

During the Review Year, as the unit cost of pigment intermediates
decreased more than that of the unit price, the gross profit margin
increased by approximately 6.2 percentage points as compared
with 2019 to approximately 43.9% in 2020 (2019: approximately
37.7%).

Environmental technology consultancy service -
accounting for approximately 0.6% of total revenue (2019:
approximately 2.0%)

In 2020, due to the increase in market environmental risks and
the impact of the COVID-19 pandemic, the Group did not carry
Instead, the Group
mainly focused on technical service consultation of environmental
protection and the operation and maintenance of pre-projects.
During the Review Year,
generated revenue of approximately RMB7.5 million (2019:
approximately RMB37.1 million), with a gross profit margin of
approximately 47.8% (2019: approximately 24.1%).

out new environmental protection projects.

the environmental protection business

Battery materials — accounting for approximately 0.6% of
total revenue (2019: approximately 0.5%)

During the Review Year, the Group’s 15,000-ton iron phosphate
production line recorded revenue of approximately RMB8.2 million
(2019 : approximately RMB8.4 million). During the Review Year,
the new production technology of battery materials has been put
into production to meet customer procurement requirements, and
improve product competitiveness, and it has been continuously
upgraded and transformed. As at the end of 2020, iron phosphate
products have been recognized by customers, and it is planned
to produce massively in 2021.
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Management Discussion and Analysis

EXPORT

In 2020, the export revenue of the Group amounted to
approximately RMB408.9 million, representing a decrease of
approximately RMB436.7 million or 51.6% as compared with the
export revenue of approximately RMB845.6 million in 2019. The
decrease in export revenue of the Group was mainly due to the
decrease in average sales price of dye intermediates.

In 2020, the export revenue accounted for approximately 32.1% of
the total revenue of the Group (2019: approximately 46.5%).

RESEARCH AND DEVELOPMENT

The Group continues to optimize its production processes
and improve the quality of existing products. It has carried out
resource-based process improvement for DSD acid to increase
revenue, while for iron phosphate (a battery material), it adopts
continuous production while developing the green process to
further stabilize product quality, cut costs and enhance product
competitiveness. The Group increased research on energy-saving
and consumption-reduction processes, adopted the crystallization
process to replace the original nitrification process to significantly
reduce steam consumption, and recycled process water, thereby
reducing overall operating costs. It also strengthened efforts
in research and development (“R&D”) on new products, and
actively developed new material products. With the belief that
technological advancement is its core competitiveness, the Group
will continue to maintain its investment and efforts in R&D to retain
the competitive advantages of existing products in the market and
actively exploit new business growth drivers.

REVIEW AND OUTLOOK

Looking back on 2020, we experienced an extraordinary year.
During the year, the COVID-19 pandemic broke out all of a
sudden, spreaded extensively on a global scale and escalated
until the end of the year when vaccines were successfully
developed. The global economy has been fluctuating in view of
the changes in the outbreak situation. Although Mainland China
effectively controlled its domestic outbreak at an earlier time, and
achieved positive economic growth throughout the year, we also
saw that the world’s major economies other than Mainland China
have been experiencing recessions to varying degrees.
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Management Discussion and Analysis

The contained domestic COVID-19 outbreak and the rapid
economic recovery brought us certain positive impacts. The
production suspension caused by the COVID-19 pandemic at the
beginning of 2020 has been gradually restored, and the hardships
of raw material procurement, energy supply and product
transportation have also been gradually resolved. Our production
bases were able to return to normal production in the first half of
2020. We also saw that market demands for some products, in
particular, agricultural intermediate products, were not severely
affected since they mainly focused on the domestic end-market,
which even demonstrated a gratifying growth trend as compared
with that in 2019.

On the other hand, the overseas outbreak was under rapid
development in 2020. Countries where our major overseas
the United States,
were all reeled from the

customers are located in,
Germany, Spain, ltaly and Brazil,
serious COVID-19 pandemic outbreak situation, which severely
affected our overseas sales, especially DSD acid, our major dye
intermediates products. As a result of under-capacity operation of
our overseas customers, the end-market demand was weakened.
To cope with the serious situation in the overseas market, we
immediately adjusted our sales strategy by substantially reducing
the selling prices of our products to stimulate the recovery of
market demand, and adjusted our production plans in a timely
manner and reduced inventory levels to ensure the Group’s stable
operation.

including India,

This year,
COVID-19 pandemic on the Group, we continued to increase R&D
investment, develop new products and improve new processes,
so as to enhance the market competitiveness of our products. In
2020, our R&D investment increased by approximately 37.3% over
2019, reaching approximately RMB25.9 million. The technological
transformation of our iron phosphate production line achieved
significant breakthroughs, and the production efficiency of
our products substantially improved, with the quality meeting
the ever-increasing procurement standards of customers and
receiving their recognition. We continued to make breakthroughs
in the wastewater treatment process of DSD acid, our core
product, by turning waste into treasure, to constantly enhance
the market competitiveness of our core products. We have also
been developing new products with broad market prospects in
the laboratory, so as to make solid preparation for our sustained,
stable and long-term development.

while actively responding to the impacts of the

Tsaker Chemical Group Limited & {t L EB AR AT
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Management Discussion and Analysis

Looking ahead to 2021, the impacts of the COVID-19 pandemic
has not yet subsided. We have seen that countries around the
world are making great efforts to carry out vaccination work,
enabling the recovery of the economy to the level before the
COVID-19 pandemic as soon as possible. We have also noticed
that our overseas market demand has recovered and the sales
of our major products have improved since the beginning of
2021. We will keep paying close attention to market changes and
actively adjust our procurement, production and sales strategies
to respond to market conditions.

In respect of iron phosphate products, the domestic market
ushered the craze for electric vehicles in 2020, and the demand
for cathode materials products for energy storage batteries
has also been increasing. Nonetheless, due to the sufficient
supply of iron phosphate products in the market and the further
improvement of customer procurement standards,
competition remained fierce, resulting in limited profit margins of
products. In light of the extensive market application prospects
of iron phosphate products, we are full of confidence of our
prospects whether in the fields of power batteries or energy
storage batteries. Although we are encountering short-term
difficulties, we believe that our ongoing technological improvement
will be able to strengthen our presence in the battery materials
field.

industry

Keeping our spirits of being diligent, pragmatic and dedicating,
we will continue to give play to our technological, production and
market advantages, consolidate and expand the market position
of our existing products, and actively explore new markets for our
products, to live up to the expectations of the shareholders of the
Company (the “Shareholders”).
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Management Discussion and Analysis

FINANCIAL REVIEW
REVENUE AND GROSS PROFIT

In 2020, the revenue and gross profit of the Group amounted to
approximately RMB1,275.3 million and approximately RMB445.3
million, respectively, representing a decrease of approximately
RMB543.0 million, and approximately RMB595.7 million or
29.9% and 57.2% from approximately RMB1,818.3 million and
approximately RMB1,041.0 million, respectively, in 2019. The
decrease in the revenue was mainly due to a decrease in the
price of the dye intermediate products in 2020, which was partially
offset by an increase in the sales volume. In 2020, the Group’s
gross profit margin was approximately 34.9%, as compared with
that of approximately 57.3% in 2019. The decrease in gross profit
margin was due to the significant decrease in the average sales
price of the Group’s dye intermediate products in 2020.

NET PROFIT AND NET PROFIT MARGIN

In 2020, the net profit of the Group was approximately RMB144.6
million, representing a decrease of approximately RMB373.7
million or 72.1%, as compared with approximately RMB518.3
million in 2019. In 2020, the Group’s net profit margin was
approximately 11.3%, as compared with that of approximately
28.5% in 2019.

SELLING AND DISTRIBUTION EXPENSES

In 2020, selling and distribution expenses amounted to
approximately RMB41.6 million, representing a decrease of
approximately RMB3.3 million, as compared with approximately
RMB44.9 million in 2019. The decrease in selling and distribution
expenses was mainly due to the decrease in sales service
expenses, labor cost and packaging fee and the offsetting from
the increase in transportation costs.

In 2020, selling and distribution expenses represented

approximately 3.3% of the Group’s revenue (2019: approximately
2.5%).
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Management Discussion and Analysis

ADMINISTRATIVE EXPENSES

In 2020, administrative expenses amounted to approximately
RMB178.2 million, representing a decrease of approximately
RMB10.2 million, as compared with approximately RMB188.4
million in 2019. The decrease in administrative expenses was
mainly due to the combined effect of the following: (i) the increase
in R&D expenses; (ii) the increase in the depreciation expenses
of certain production lines during the suspension period due to
the COVID-19 pandemic as compared with that of 2019; should
they be in non-suspension status, the above expenses would have
been included in costs instead of administrative expenses; and (iii)
the decrease in labor costs.

In 2020, administrative expenses represented approximately
14.0% of the Group’s revenue (2019: approximately 10.4%).

IMPAIRMENT LOSSES OF PROPERTY, PLANTS AND
EQUIPMENT

In 2020, the Group provided impairment losses of property,
plants and equipment of approximately RMB18.2 million (2019:
approximately RMB52.0 million). The impairment losses for the year
were mainly attributable to the termination of constructing certain
equipment of the battery materials production line as well as the
DMAS production line. For more details, please refer to note 13 to the
financial statements.

FINANCE COSTS

In 2020, finance costs amounted to approximately RMB32.4
million, as compared with approximately RMB31.7 million in 2019,
representing an increase of approximately RMBO0.7 million. The
increase was mainly due to the decrease in interest capitalised
amount during 2020.

EXCHANGE GAINS/(LOSSES)

In 2020, exchange gains amounted to approximately RMB8.0
million, representing an increase of approximately RMB16.4
million, as compared with exchange losses of approximately
RMB8.4 million in 2019, which was mainly attributable to the
significant fluctuation in the exchange rate of RMB against USD
during the Review Year.
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Management Discussion and Analysis

INCOME TAX EXPENSES

The PRC subsidiaries of the Company are generally subject to the
Enterprise Income Tax at a rate of 25%. One of the subsidiaries of
the Company in Hong Kong is subject to the two-tier tax regime,
i.e., the first HK$2.0 million of assessable profits earned will be
taxed at half the current Hong Kong profits tax rate (i.e., 8.25%),
and the remaining assessable profits will continue to be taxed
at 16.5%. Other Hong Kong subsidiaries of the Company are
generally subject to the Hong Kong profits tax at a rate of 16.5%.
The Singapore subsidiary of the Company is generally subject to
the Singapore Enterprise Income Tax at a rate of 17.0%. In 2020,
income tax expenses amounted to approximately RMB32.7 million,
representing a decrease of approximately RMB158.7 million, as
compared with approximately RMB191.4 million in 2019. The
decrease in income tax expense was mainly attributable to the
decrease in profit before tax during the Review Year as compared
with that in 2019.

CASH FLOWS

In 2020, net cash inflows from operating activities of the Group
amounted to approximately RMB219.2 million, as compared with
approximately RMB564.9 million in 2019, representing a decrease
of approximately RMB345.7 million, which was mainly due to the
decrease in revenue and profit in 2020 as compared with that in
2019.

In 2020, net cash outflows used in investing activities of the
Group amounted to approximately RMB39.4 million, as compared
with approximately RMB213.7 million in 2019, representing a
decrease of approximately RMB174.3 million, which was mainly
due to the decrease in capital expenditure and payment for
production line constructed in Tsaker Chemical (Dongying) Co.,
Ltd., a wholly owned subsidiary of the Company as well as the
decrease in payment for iron phosphate production line as its
main construction process had been completed in 2020.
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Management Discussion and Analysis

In 2020, the Group’'s net cash outflows used in financing
activities was approximately RMB185.5 million, as compared
with approximately RMB369.6 million in 2019, representing a
decrease of approximately RMB184.1 million. Such decrease in
cash outflows in 2020 were mainly due to the following reasons: (i)
the decrease in the net cash outflows of approximately RMB352.9
million in relation to the net cash outflows for the repayment
of bank loans and other borrowings as compared with that of
2019; and (ii) dividend paid in 2020 increased by approximately
RMB138.5 million as compared with that of 2019.

LIQUIDITY AND CAPITAL STRUCTURE

In 2020, the daily working capital of the Group was primarily
derived from internally generated cash flow from operations and
bank borrowings. As at 31 December 2020, the Group had (i)
cash and cash equivalents of approximately RMB101.2 million, in
which approximately RMB86.9 million was denominated in RMB
and approximately RMB14.3 million in other currencies (USD,
HK$ and SGD) (2019: approximately RMB104.8 million, in which
approximately RMB100.2 million was denominated in RMB and
approximately RMB4.6 million in other currencies (USD, HK$
and SGD)); (ii) restricted cash of approximately RMB0.8 million
denominated in RMB (2019: approximately RMB3.9 million,
in which approximately RMB3.8 million was denominated in
RMB and RMBO0.1 million in another currency (USD)); and (iii)
interest-bearing bank and other borrowings of approximately
RMB349.7 million with interest rate of 4.5%-13.47% per annum, all
denominated in RMB (2019: approximately RMB313.8 million with
interest rate of 4.61%-13.45% per annum, including approximately
RMB223.5 million denominated in RMB and approximately
RMB90.3 million denominated in another currency (USD), of
which (a) approximately RMB310.2 million shall be repayable
within one year (2019: approximately RMB283.9 million shall
be repayable within one year); and (b) all bore fixed interest
rates (2019: approximately RMB223.5 million). The Group had
no unutilized banking facilities as at 31 December 2020 (2019:
RMB39,881,000).

In 2020, the Group did not use any risk hedging instrument or
have any borrowing or hedge in its foreign currency investment.
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Management Discussion and Analysis

TREASURY POLICY

The Group has adopted a prudent financial management
approach towards its treasury policy and thus maintained a
healthy liquidity position for the year ended 31 December 2020.
To manage the liquidity risk, the Board closely monitors the
Group’s liquidity position to ensure that the liquidity structure of
the Group’s assets, liabilities and other commitments can meet its
funding requirements from time to time.

GEARING RATIO

As at 31 December 2020, the Group’s gearing ratio was
approximately 20.8% as compared with approximately 17.8% as
at 31 December 2019, which is calculated at interest-bearing
bank and other borrowings at the end of the year divided by the
total equity. The increase was primarily due to the increase of
bank loans and other borrowings by the Group during the Review
Year.

CURRENT ASSETS

As at 31 December 2020,
Group amounted to approximately RMB647.5 million (2019:
approximately RMB856.4 million), primarily consisting
of inventories of approximately RMB177.8 million (2019:
approximately RMB274.2 million), trade receivables and
notes receivable of approximately RMB217.3 million (2019:
approximately RMB286.0 million), prepayments and other
receivables of approximately RMB148.7 million (2019:
approximately RMB187.4 million), cash and cash equivalents of
approximately RMB101.2 million (2019: approximately RMB104.8
million) and restricted cash of approximately RMBO0.8 million
(2019: approximately RMB3.9 million).

the total current assets of the

INVENTORIES

Inventories of the Group mainly consisted of raw materials,
work-in-progress and finished products. The inventory turnover
days decreased from 112 days in 2019 to 98 days in 2020, the
decrease was mainly due to the decrease in inventories balances
as at 31 December 2020 resulting from the increase of the sales
volume at the end of year 2020 as compared with same period in
2019.
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Management Discussion and Analysis

= 2L2A A\
EREN RN il
TRADE RECEIVABLES AND NOTES RECEIVABLE BESREVRERENRERE
31 December 31 December
2020 2019
—ECEHE —T—NEF
+=A=+—H +=-A=+—H
RMB 000 RMB 000
ARET T ARETF T
Trade receivables H SR FRE 135,164 203,276
Notes receivable R =& 82,177 82,761
217,341 286,037

As at 31 December 2020, trade receivables and notes receivable
of the Group decreased by approximately RMB68.7 million as
compared with those of 2019.

The turnover days for trade receivables and notes receivables
increased from 54 days for 2019 to 71 days for 2020, which was
mainly due to a relatively longer payment schedule due to the
impact from the COVID-19 pandemic.

PREPAYMENTS AND OTHER RECEIVABLES

As at 31 December 2020, prepayments and other receivables
of the Group decreased by approximately RMB38.7 million from
approximately RMB187.4 million in aggregate as at 31 December
2019 to approximately RMB148.7 million in aggregate, which was
mainly due to the decrease in the advance payment for equipment
and construction costs as well as raw materials.

CURRENT LIABILITIES

As at 31 December 2020, the total current liabilities of the
Group amounted to approximately RMB597.6 million (2019:
approximately RMB745.9 million), primarily consisting of trade
payables of approximately RMB178.9 million (2019: approximately
RMB283.3 million), other payables and accruals of approximately
RMB86.3 million (2019: approximately RMB119.8 million) and
interest-bearing bank and other borrowings of approximately
RMB310.2 million (2019: approximately RMB283.9 million).
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Management Discussion and Analysis

TRADE PAYABLES

The turnover days for trade payables decreased from 146 days
in 2019 to 100 days in 2020. The decrease in the turnover days
was mainly due to the settlement by the Group of more long-term
payables to the suppliers during 2020.

OTHER PAYABLES AND ACCRUALS

As at 31 December 2020, other payables and accruals of
the Group decreased by approximately RMB33.5 million from
approximately RMB119.8 million in aggregate as at 31 December
2019 to approximately RMB86.3 million in aggregate, which was
mainly due to the decrease in salaries payable to employees and
payables for the endorsed notes during the Review Year.

PLEDGE OF ASSETS

As at 31 December 2020, certain of the Group’s property, plant
and equipment, right-of-use assets and trade receivables with a
net carrying amount of approximately RMB201.1 million (2019:
approximately RMB204.0 million) were pledged to secure bank
loans and other borrowings granted to the Group.

MATERIAL ACQUISITIONS AND DISPOSALS
OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES, AND SIGNIFICANT INVESTMENT

There were no material acquisitions or disposals of subsidiaries,
associates and joint ventures, or significant investment of the
Group for the year ended 31 December 2020.

FUTURE PLANS FOR MATERIAL INVESTMENTS AND
CAPITAL ASSETS

The Group did not have other plans for material investments or
capital assets acquisition as at 31 December 2020 and the date
of this announcement.

CONTINGENT LIABILITIES

As at 31 December 2020, the Group did not have any significant
contingent liabilities.
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Management Discussion and Analysis

FOREIGN EXCHANGE RISK

Foreign exchange risk refers to the risk of loss caused by
fluctuation in the exchange rate. The foreign exchange risk of
the Group is mainly related to its operating activities. Along with
the continuous expansion of the scale of its export business, the
Group’s operations may be affected by the future fluctuation in
exchange rates. 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
currencies in place. However, the Board will remain alert to any
relevant risks and, consider to hedge any material
potential foreign exchange risk.

if necessary,

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 organisation by providing motivational
rewards through a proper reward system and offering employees
various training programs including internal/external training and
public courses.

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

As at 31 December 2020, the Group had 1,526 employees (2019:
1,553).

During the Review Year, the total staff costs of the Group
(including salaries, bonuses, social insurances and provident
funds) amounted to approximately RMB116.0 million (2019:
approximately RMB164.4 million).
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Management Discussion and Analysis

APPLICATION OF PROCEEDS FROM THE LISTING

Trading of the shares of the Company on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
commenced on 3 July 2015 (the “Listing”). The net proceeds from
the Listing amounted to approximately RMB378.8 million. The net
proceeds are used for the purposes disclosed in the prospectus
of the Company dated 23 June 2015 (the “Prospectus”).

Till 31 December 2020, the net proceeds of approximately
RMB37.9 million, RMB189.4 million, RMB37.9 million, RMB18.9
million and RMB20.6 million have been used as the supplemental
working capital, for the expansion of production capacity, for the
development of new products, for the rental payment of Phase
I and Phase Il of Shandong Tsaker Dongao Chemicals Co., Ltd.
(“Tsaker Dongao”), and for the purchase of the entire equity
interest of Tsaker Dongao, respectively. During the Review Year,
the Company has not utilized any net proceeds from the Listing.

As at 31 December 2020, the balance of unutilized net proceeds
amounted to approximately RMB74.1 million (2019: RMB74.1
million), which is intended to be used to acquire ONT/OT
downstream manufacturers and/or other chemicals manufacturers.
The major uncertainties in the domestic and international political
and economic environment and the increasingly stringent
environmental protection and safety supervision in Mainland China
pose great challenges for the Group to carry out its acquisition
business. The Group is still actively seeking acquisition targets
and conducting negotiations thereon. As at the date of this
announcement, no legally-binding agreements in relation to such
acquisitions have been entered into. The unutilized net proceeds
of approximately RMB74.1 million are intended to be fully utilized
by the end of 2021 for the purposes disclosed in the Prospectus.
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1.1.

1.2.

Environment, Social and Governance Report

ABOUT TSAKER CHEMICAL
Introduction

Since its establishment in 1997, Tsaker Chemical Group
Limited (the “Company” or “Tsaker Chemical’, together
with its subsidiaries, the “Group”) has been committed
to integrating green technology into research and
development and production of fine chemicals such as
dyes and pigment intermediates, and was successfully
listed on the Stock Exchange in 2015. As one of the
global leading manufacturers of dyes, pigments and
agricultural chemical intermediates, Tsaker Chemical
has the world’s largest production plant for DSD Acid
and DMSS, as well as one of the world’s three largest
mononitrotoluene production plants. In 2017, the Company
entered the fields of battery materials and environmental
technology consultancy services beyond dyes and
pigment intermediates manufacturing. With the recent
tightened requirements and regulations on environmental
management, the Group will consistently embed green
technology into research and development, and encourage
innovations for higher standards in the industry.

Vision and Core Values

Tsaker Chemical adheres to the corporate philosophy of
“to build a better world with green technology”, integrating
the Group’s core goals and values in pursuit of excellence.
In addition to pledging to provide customers with
high-quality and reliable innovative products and services,
the Group also focuses on fulfilling corporate social
responsibility to ensure that the Group’s business abides
by integrity and environmental protection principles. The
Group constantly makes an effort to scale up its investment
in environmental protection and the research and
development of eco-friendly technologies, leading Tsaker
Chemical and the society to drive sustainable development
as a whole. The Group will continuously devote time and
resources to environmental protection and its development
on green technologies to lead Tsaker Chemical and the
society to be more sustainable.
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Environment, Social and Governance Report

CHAIRMAN’S STATEMENT

Dear stakeholders,

On behalf of the Board of Directors of Tsaker Chemical
Group Limited, | am pleased to present the Group’s 2020
Environmental, Social and Governance (“ESG”) report. With
people becoming increasingly aware of ESG issues, the
Group recognizes the importance of environmental and
social issues in business opportunity and development.
Aligning with the Group’s philosophy “to build a better
world with green technology”, we devote our effort and
resources in pursuit of sustainable development by
providing safe, eco-friendly and high-quality products and
taking up social responsibilities.

2020 was a year full with challenges. However, the Group
managed to overcome such setbacks though its rigorous
management and reliable products. With the aim of
becoming more resilient against uncertainties, the Group
strives to improve and devote more time and effort on
sustainability and consistently looking for improvements.

Looking back to our sustainable journey, we established
the Environmental, Social and Governance Committee
("ESG Committee”) in the last Reporting Period. The
ESG Committee has steered the Group to achieve a more
sustainable future by providing guidance and support.
Through forming partnership internally with different
departments, ESG approaches, policies and action plans
are smoothly implemented with the Group.

Last but not least, | would like to express my heartfelt
gratitude to all stakeholders for their support which has
led the company to a brighter, greener and promising
future. Under the stewardship of the vision of building a
sustainable future, we are committed to cultivating a more
resilient business and community in the coming year.

Chairman and Chief Executive Officer
Ge Yi
26 March 2021
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3.1.

Environment, Social and Governance Report

ABOUT THE REPORT

The Group hereby publishes its ESG Report and
presents its sustainability performance. To enhance our
stakeholders’ understanding of the Group’s operations,
management and working culture, the report aims to
increase the disclose of the Group’s sustainability strategy,
practices, performance and other relevant information.

Reporting Theme

In an effort to highlight the resilience and corporate value
of Tsaker Chemical, the reporting theme of this year is
“strengthen resilience, create colorful future™

Strengthen resilience

To maintain its leading position in the industry, the Group
has made efforts to develop its own patented technologies.
In addition, during the COVID-19 pandemic, the Group
promptly introduced practices to protect employees’ health
ultimately enhancing the business resilience.

Create colorful future

The Group adheres to high standard procedures and green
management systems during manufacturing. Beyond its
own business, the Group extends its care to the nearby
neighborhoods for cultivating a harmonious and diverse
society.
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3.2.

3.3.

Environment, Social and Governance Report

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 Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The report
covers the environmental and social performance of Tsaker
Chemical’'s Beijing headquarter, Tsaker Technology, the
Dongguang production plants (Tsaker Dongguang and
Tsaker Cangzhou) and the Dong’ao production plant from
1 January 2020 to 31 December 2020 (the “Reporting
Period”). Information on corporate governance have been
separately presented in the annual report in accordance
with Appendix 14 of the Listing Rules. As the battery
material production plant in Hebei Cangzhou has not
yet been mass-produced, it is insignificant to this year’s
business operation and hence, the production plant was
not included in the reporting scope.

Stakeholder Engagement and Communication
Channels

To enhance the quality of products and services, the
Group values open discussions and interactions with both
internal and external stakeholders, whose opinions are
helpful in identifying the Group’s material topics. The Group
regularly optimizes various communication channels to
maintain dialogues with and collect feedback from different
stakeholders for formulating long-term green development
plan. During the Reporting Period, the Group interacted
with stakeholders through the following communication
channels:
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Stakeholder Groups
BHEBEE

Environment, Social and Governance Report
RIE - HERERBE

Main Communication Channels

TRBERE

Local Community
i/ NE

Industry Association

XRme

Media
H

Suppliers

P
NE R

Customers
=P

Donation

el

Community Service
NE PR

Social Media

IR

Interview

BiE

Seminar

e

Annual Meeting

F&

6S Management Advance Meeting
BSEBHES

Interview

Hili!

Group’s Website
(=E i

Social Media

MRS

Site Visits

EER

Assessment and Performance Evaluation
B RRBETE

Meeting

&

Customer Service

BERS

Group’s Website

AL

Social Media

MR

Customer Satisfaction Survey

EFREERAZE
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Stakeholder Groups
BHEBER

Environment, Social and Governance Report
RIE - HLERERBE

Main Communication Channels

ETRBERE

Employees

BE

Investors

REE

Shareholders

BER

Government

ELF

w4

Tsaker Chemical Group Limited &

LEEEARA

Electronic Communication
BB

Staff Meeting

BTXE

Team Building Activities
EREEE)

Seminar and Workshop
g RIS
Performance Appraisal
BREZ

Welfare Distribution Activities

BN R B

Face-to-face Meeting and Teleconference

HAH#AREEDZE

Investor Briefing

wEEBR

Investor Relations Page in the Group’s Website
PERUNREERENE

Annual Report, Interim Report, Financial Reports and Announcements
Fi - PHIWmE  MBBRRERAE

Annual General Meeting

BEXRE

Annual Report, Interim Report, Financial Reports and Announcements
Fil - PHImE  HMBBRREAE

Face-to-face Meeting and Teleconference

HAREFEH

Group’s Website

DAL

Public Consultation
NRBH
Meeting

-
H



3.4.

Environment, Social and Governance Report

Materiality Assessment

Material topics identification is the cornerstone of a
business to develop its sustainability approach and provide
a clear direction for the cooperate development and
ESG risk management. In view of this, the Group’s Board
of Directors has appointed a third-party environmental
sustainability consultancy company to determine and focus
on the management of business-related sustainability
issues. The identified environmental and social issues are

3.4.

RIR - 4 ERERHRE

EEMME

B EBRZER DR E AR EERT &
AR —IR - ERZERDENEREM
ESGRMREEZMHAEmHN TR - B 5 Rt -
AEENESGEEEE=FAREIHER
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ARFEERZE - TERNREREEHE
BT

listed below:

Environmental Topics
RIEEE

Social Topics

HEEE

Air Emissions

JEE RBE R

Energy Consumption
CEYRESE

Greenhouse Gas (“GHG”) Emissions
BE R

Water Consumption
FA7K

Wastewater Discharge
TEIKBER

Waste Management
FEEME IR

Supply Chain Management

HresEE s

Quality Assurance

BERE

Protecting Intellectual Property Rights
MR

Securing Customers’ Privacy
RERZFILE

After-sales Services

E&RT

Safeguarding Employees’ Health And Safety
REETIREEZS

Employment and Labour Practices
EEMEIER

Employees’ Well-being

BTt

Training and Development
BImERE

Anti-corruption

R&ES

Community Investment

PNRIE
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3.5.

4.1.

Environment, Social and Governance Report

Contact Details

If you have any comments or suggestions regarding this
report, please contact the investor relations department
or the contact person of ESG Committee at the address
below:

Building No. 10, 109 Jinghaisanlu, Beijing Economic-
Technological Development Area, the PRC

Contact person of ESG Committee: Yang Fuguang
Telephone: 0317-7750925

RIGOROUS PRODUCTION

Assuring high standards in ever production step and
quality control along the supply chain is the obligation of
an enterprise, because of this, the Group shall provide
customers with excellent and reliable products to meet
their needs. Tsaker Chemical strictly manages production
procedures to ensure product quality, and merges
sustainable elements to its supply chain management and
quality management. For example, the Group sources
responsible raw materials and chooses green suppliers.
In addition, by expanding the information coverage
of the Group's sustainability policies through different
communication channels, the suppliers are able to have a
greater grasp of such policies.

Supply Chain Management

The Group pays attention to the supply of raw materials
and its impacts on the environment. Therefore, the Group
prioritizes its cooperation with suppliers who value
environmental and social responsibility, joining hands to
build a green and stable supply chain.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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Environment, Social and Governance Report

The Group takes safety, quality, stability and efficiency into
account when choosing its supply chain. The procurement
department of the Group has established a sustainable
supply chain management system in accordance with the
ISO14001:2015 Environmental Management System. When
selecting suitable suppliers, the procurement department
evaluates whether or not the materials and services
provided by suppliers meet certain requirements. The
Group also reviews the supplier's performance in terms
of environmental and social responsibilities. For instance,
during the process of purchasing dangerous chemicals, it
is mandatory for the manufacturers to hold valid production
and operation permits, showcase holistic managements
for transporting and storing dangerous chemicals, and
guarantee the quality of raw materials by ensuring
compliance with the relevant laws and regulations.

The Group adapts a set of fair and objective criteria to
evaluate all suppliers, no matter the existing or potential
ones, to seek cooperation opportunities with competitive
suppliers that share the Group’s values. Suppliers who are
first contacted are categorized into different grades based
on major performance indicators and are regarded as
backup suppliers in order to maintaining the Group'’s stable
supply chain. Suppliers who obtained lower grades can
make improvements based on the Group's evaluation, and
be re-assessed.

The Group conducts field visits annually at the production
units of the existing suppliers to evaluate the products
quality. The inspections measure the environmental, social
and governance performance of the suppliers, then make
appropriate follow-up. The Group is keen to keep open
dialogues with suppliers in order to achieve green supply
chain management.
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4.2,

Environment, Social and Governance Report

The Group exercises green procurement within its supply
chain due to its concerns on a huge amount of carbon
emissions incurred by materials transportation. For
instance, the Group has been prioritizing cooperation
with local and nearby suppliers to minimize the carbon
footprints, as well as promote local economic development.

RIR - 4 ERERWRE

RRREMANEREERAEREN - B

Rip - ARBEBRSEREBME - BEEE
mAKBITHERA M - #EmB R

W BB BES A B E R

Geographical Distribution of Suppliers HrER IR 5

Number of Suppliers ftrEmEE

Local i 619 99.5%
Overseas I 3 0.5%
Quality Control 4.2, mEERER

Ensuring the product quality is the most important promise BRARFFHEEBTERIEGIN REEMEZE
to the customers apart from maintaining a stable and IEéZ’K/E.%TEEgE%j(E@gKEE o HEIL B WA

smooth supply chain. In hopes of satisfying customers’
expectations and maintaining a sound reputation of the
corporation, Tsaker Chemical strives to maintain the best
product quality by stringent quality control.

In order to ensure the procedures are accurate and
well-ordered, the Group strictly executes the quality
control requirements and regularly conducts inspection
and maintenance on the facilities according to the
ISO9001:2015 Quality Management Systems standard.
Further, product storage and hygiene are key to keep
product quality. As such the Group stringently maintain
the temperature and humidity of the warehouses, as well
as conducting disinfections in the workplace twice a
week. Therefore, the Group sets its products apart from
that of other competitors' based on precise management
competitors.

With stringent quality control, the Group is honored to be
recognized and affirmed by the local government and
professional institutions. During the Reporting Period, the
R&D and technology of Tsaker Chemical obtained a total of
11 awards and certifications as follows:
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Environment, Social and Governance Report

Awarding Organization

RS

RIR - 4 ERERHRE

Name of Corporate Award

XRIFHE

Provincial Development and Reform Commission

BERVNELZES®

Provincial Department of Finance

B EE

State Taxation Administration
EERBBH

Provincial Taxation Administration

BHIIHER

Shijiazhuang Customs
ARG

Hebei Province-Accredited

Enterprise Technology Centers
LA BEEERMH O

Hebei Provincial Department of Science and Technology

AL E R R

Hebei Provincial Finance Department

AAbE B

Hebei Development and Reform Commission
WILEERNREZES

Hebei Dye and Pigment Intermediates
Engineering Technology Centre
b R EREE R AP 88 TR BT A T A

Industry and Information Technology Department of
Hebei Province

AIEE TEMERLE

Hebei Small and Medium-sized Enterprises (“SME")
Famous Brand Approval

ALEPNEEREEETRES

Hebei SME Famous Brand
b B RN ERRE R

Hebei Provincial Department of Science and Technology

AL A RS2 TR

Technological SME of Hebei Providence

AL AR RN
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Awarding Organization

RS

RIR - 4 ERERWRE

Name of Corporate Award

ERRIFHE

Industry and Information Technology Department
People’s Republic of China
I A RHEMBE T EAME S

China Federation of Industrial Economics
PRIXLERESS

Single Champion Product in
Manufacturing Industry
REXBEEEEER

Industry and Information Technology
Department of Hebei Province

AibE TEME S LEE

Specialized and Outstanding New Enterprise
BRI E

Hebei Provincial Department of Science and Technology

AL AR SRR

Science and Technology Small Giant

RESUN=PN

China Fine Chemical Raw Material &
Intermediate Industry Association

BB T RE R RRRTEREE

China Chemical Industry Information Association
hEE TIERESHE

Top 100 Fine Chemical
e T

Industry and Information Technology
Department of Hebei Province

AibE TEMESLEE

Manufacturing Enterprise Research and
Development Organization Certificate in Hebei
Mt E THECHEMRBEREZE

Hebei Provincial Department of Science and Technology

EBIEE R 3

Hebei Provincial Finance Department

AACE B R R

Hebei Provincial Tax Service, State Taxation Administration

BRREARAILETRE R

High-tech Enterprise
SRR EEE

Hebei Province Trademark Association

LA BR MRS

Quality Brand in Hebei
i 3L 4B k2
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4.3.

4.4.

Environment, Social and Governance Report

Fulfilling Product Responsibility

In order to handle the enquires from the clients in
an effective manner, the Group establishes a set of
comprehensive complaint and product recall mechanism.
After receiving any complaint, the Group conducts in-
depth investigations of the products in relation to its raw
materials, production process, packaging and quality. If
the investigation findings reveal that the incident is due to
the Group’s fault, the relevant department(s) shall arrange
product recall and re-manufacture a new batch of products
for customers in a timely manner. To avoid repeated
mistakes, the Group will also use the previously handled
complaints as a case sharing to raise other employees’
awareness and discuss together to improve production
and inspection procedures as well as countermeasures.
During the Reporting Period, the Group was not aware of
any incidents of which products had to be recalled due to
safety and health issues.

The customers’ trust and support are the momentum of the
Group’s business growth. With the purpose of establishing
good relationship with clients and maintaining their
satisfaction of products, the Group provides customer
satisfaction surveys for gathering the opinions from the
customers and further improving the quality of product and
services. The survey results during the Reporting Period
showed that the products provided by the Group received
customer satisfaction scores of higher than 95 points (out
of 100). The Group have not received any complaints about
dissatisfaction with any their product and service.

Protecting Intellectual Property Rights

Tsaker Chemical recognizes the importance of intellectual
property rights. The Group has formulated relevant policies
and codes in accordance with local laws and regulations,
and strictly requires employees to follow relevant
regulations. When handling and protecting the patented
technologies of the Group and other partners, it is crucial
to protect their intellectual property and commercial rights.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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4.5.

Environment, Social and Governance Report

Safeguarding Customer Privacy

The Group respects the privacy of stakeholders and
upholding business integrity. For instance, the Group
articulates that a confidentiality agreement must be signed
when negotiating with suppliers, customers or partners in
a bid to fully protect the interests of all parties. In order to
prevent leakage of customer information, the Group has
issued clear guidelines to all employees regarding the
collection and handling of customers’ personal or business
information.

SAFE AND ENVIRONMENTALLY FRIENDLY
WORKPLACE

In order to demonstrate the Group’s commitment to
safeguard the health and safety of employees, the Group
has established a safety and environmental protection
(“S&E”) department at each production unit to comply
the local regulations during the production progress. The
department conducts weekly meeting with production
management and representatives in order to exchange
opinions and suggestions that related to S&E, as well as
promote the latest relevant policies. The establishment of
the S&E department reinforces the communication and
the S&E knowledge among the departments. At the result,
it minimizes the operational risks of the employees and
impact on the environment while exhibiting the Group’s
responsibility on its staff and environment.

4.5.
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5.1.

Environment, Social and Governance Report

Safety management

As Tsaker Chemical is a chemical manufacturer, its
employees require to handle and mix chemicals during
the work. Adhering the principle of “prevention for safety”,
the Group strives to cultivate a safe working environment
to its employees. Under the local fire protection and
the framework of 1SO45001:2018 Occupational health
and safety, the Group strictly carries out the fire safety
measures to ensure the workplace safety.

Use and Storage of Dangerous Chemicals

To minimize safety risks, employees are required to follow
a rigorous safety management system implemented by
the Group chemicals storage, loading and uploading,
transportation and usage. The Group also stipulates that
dangerous chemicals be properly classified and labeled,
and stored separately according to designated zones
to prevent accidents. In addition, a representative has
been appointed to oversee the production procedures to
ensure the proper handling of chemicals at each premise.
Further, regular training about chemical management are
provided to employees to diminish the risks caused by the
mishandling of chemicals.

Raising Safety Awareness

Tsaker Chemical values safety very much. Each new
employee must pass the three-month probation under
the guidance of qualified staff before to be officially
hired. During the probation period, the new employees
shall follow the rules and learn the proper procedures
of handling chemicals to avoid mistakes at work. After
the probation period, the employees are also required to
take the safety courses from the Group and examinations
organized by the Group to consolidate their knowledge
base. The Group offers annual physical examinations to
confirm their physical health conditions to cope with the
arrangements work.

To nurture and develop the employees’ safety awareness,
the Group encourages them to take part in relevant
activities relating to occupational safety. In the Reporting
Period, the Group organized safety speaking contest in the
industrial park. Through interactive events, the employee
are able to understand and recognize the importance of
occupational safety.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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Environment, Social and Governance Report

Promoting Automated Production

With automated manufacturing becoming the current
production development trend, and as such a system
improves product stability and operational safety to reduce
work injuries, the Group has adapted the latest automatic
system to monitor the production process and detect any
mechanical failure. The Group will continue to promote
automated production at all the production units to boost
production safety and efficiency.

Equipped with Safety Facilities

Tsaker Chemical adapted a series of dust and noise
isolation initiatives to protect its workers from occupational
injuries. The Group also regularly conducts machine
inspections at each premise to ensure the smooth
operation of system and avoid mechanical failures. In terms
of hardware, Tsaker Chemical ensures that comprehensive
and advanced safety facilities are in place at all premises.
The Group also divided and color-coded different areas
in production units according to the level of potential
risks. Further, by putting in place clear and visible safety
guidelines and signages at conspicuous locations of the
plant, the employees are reminded to stay alert and to
wear appropriate personal protective equipment such as
goggles and gloves at all times.

Further, the Group adheres to local fire protection
requirements at each production units by installing
adequate firefighting equipment and establishing escape
routes. The Group also collaborates with the local fire
brigade to organize regular fire drills and fire protection
competitions to enhance staff’s response-ability and
address potential risks. In compliance with local safety
requirements, the Group has also set up emergency pools
in each plant to effectively and quickly handle any fire
accidents when necessary.

With sound safety initiatives, the Group did not have any
cases of work-related deaths during the Reporting Period,
attaining the goal of zero-work fatalities.
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Environment, Social and Governance Report

Anti-pandemic Measures

As a caring and responsible company, Tsaker Chemical
has always made tremendous effort to fight against the
pandemic. On top of echoing governmental suggestions
through discouraging the staff gatherings, the Group also
carried out other relevant initiatives to protect the health
and safety of its employees and clients. In terms of policy
implementation, the Group has set up a particular task
force to curb pandemic and monitor safety management.
The task force is responsible for crowd control, workplace
disinfection, hygiene education and collecting resources,
etc., and also enforced the following initiatives to its
employees:

1. Measure body temperatures before working and
keep a 1-meter social distances while waiting for
temperature checking.

2. Wear mask at all times, including going to and from
work and during work hours.

3. Use touchless QR code to register ID, measuring
body temperature to prevent virus spreading.

4. Minimize face-to-face interaction by shifting to
online conferences and trainings.

5 Provide protective equipment and sanitizers,
including masks and hand sanitizers to employees

in the workplace.

6. Conduct daily disinfection in the office and
production units to ensure the public hygiene.

7. Visitors are required to fill in health declaration
forms if they enter into the factories or office areas.

8. Formulate anti-pandemic plan and precautions to
quickly response to the pandemic development.

9. Install air ventilation facilities, reduce chance of
airborne transmission.

10. Raise employee awareness in anti-pandemic
knowledge.
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5.2.

Environment, Social and Governance Report

Tsaker Chemical has been taking resolute countermeasures
to curb COVID-19 and mitigate the impact of the pandemic.
By continuing responding to the situation and introducing
stringent initiatives, the Group is able to respond to the
latest developments of the pandemic and provide allround
assistance to its employees and to the society to fight
against COVID-19.

The Group concludes its performance on anti-pandemic
and production and working resumption to further develop
a set of risk management and assessment mechanism in a
bid of constructing a safe production management base.
Through concluding previous experience, it is able to boost
the safety management level comprehensively.

Environmental Protection

Environmental protection is the universal responsibility of
every enterprise. Tsaker Chemical takes it into account.
Beyond complying with all environmental laws and
regulations, the Group also embeds green technologies
into operation and production, including the realms of
waste, emission reduction and resource efficiency, to cut
down the environmental impact.

Environmental Policy

With an aim to further strengthen the environmental
performance management of business operations,
the Group obtained 1SO14001:2015 Environmental
Management System, and formulated environmental
policies in accordance with the international standards,
elucidating the Group’s relevant policies and measures to
promote sustainable development:

o Strictly comply with all applicable national
environmental laws and regulations;

. Implements operational guidance in accordance
with the international standards;

o S&E department regularly attends the
announcement seminars held by the local
government and implements corresponding
measures in response to policy updates;

5.2.

RIR - 4 ERERHRE

FEAC BT E B DUTLR 6 [ B A BR RE
%E%m'ﬁﬁﬁm%%ﬁg%mﬁ'%f
ERFERERE - ARERFHELRIE
&Wﬁﬂ%’ﬂkT%Hﬁm%%#ﬁﬁl

g BFIUR - HEHA -

$Elﬂ%ﬁfﬁ\
BERETTARLS - EmE—
AW 2uRELEERYK
BERBERAMS  BERERB
B tMEERAZTEERKTF -

BIBESEIERE
PREALZEEEE
BEEMEBER
BB B 4

BRE
RERERBRARLVNEEHNFEZREN

B - HEEBNRZREFZE - K
SEEERRTARRAR I - BB

HEMKEREEENEERREED  BF
S RFEMERYBENR I E - HEY
RENFERERE -

REHE

RE—DIREBEENRRENER
EEEEEISO14001:2015RFEEER
WIZZBIREES ERBEER - Bl AEH
HEAFESENG BEE XA

%

. BARE T — BRI BERRRED R

A

. IR BPR AR I E MITIRIFE S

. RIRFE L EE BTN A ST
g AEBERENRETHEESRE

g

ANNUAL REPORT 2020 £ E#z&

47



48

Environment, Social and Governance Report

° Environmental audit team assists in collecting °
relevant data to arrange improvement and follow-up
work;

° Explores feasible green technologies to reduce °

environmental impacts during operations; and

° Provides regular environmental training to .
employees to enhance their environmental
awareness in daily work.

BRI HBREBRE

RIFEMAR B R A BIERAR
HrokE RERETHE

R AT eR X NREEES
BANREYE K

EHIR 8 TIRERFRED - MREE
TENRRER °

Tsaker Chemical's contributions in its green operations FEEETHCEEHFMBERA - A4S
are recognized by the public. In the Reporting Period, EETeRBHRY  c EARESRA - K&
the Group has obtained three awards that relate to green ERE=-IHEZECEEFNEE - WRHE
enterprise, and has exhibited its leading position in the &L BPRIFELNKT o

industry.

Awarding Organization Name of Corporate Award

HIRHE EREERE

Ministry of Industry and Information Technology Green Plant

TEMERME GBI

China Environment Newspaper Office China Green Development Union Unit

B R IE AL PRI E R EIEEE N

China Environment Newspaper Office Environmental and Socially

H IR IB AL Responsible Enterprise in 2020

C020FERIBHEE AR

Green Plant China Green Development Union Unit
(HFEIR) (PR EIEREMBIEEEN)

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT

Environmental and Socially
Responsible Enterprise in 2020
(2020FEIRIBHEEERE)
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Operational Environment Management

The Group has identified the major operational environment
footprints to be air pollutant emission, energy usage,
Greenhouse gases emission, water consumption,
wastewater discharge and hazardous and non-hazardous
waste production, as well as packaging materials.

Management of Air Pollutant Emissions

The major sources of Tsaker Chemical’s air pollutant
emission are the coal from Dongguang premise, natural
gas in each premise and the incinerators that handling
hazardous waste. The main air pollutants refer to nitrogen
oxide (“NOx”), sulfur oxide ("“SOx”) and particulate matters
(“PM”). The Group pays attention on the environmental and
health impact caused by the air pollutants incurred.

In an effort to reduce the negative impact on air caused
by air pollutants, the Group has formulated guidelines for
coal procurement, stipulating that the related premises
shall purchase low-sulfur and relatively clean coal as fuel
of boilers to lower the sulfur oxide emission. Up to 90% of
air pollutants has been removed from emitted smoke by the
denitrification, desulfurization and dust removal facilities in
each production unit. To exercise the air quality promise
from Tsaker Chemical, the emitted smoke is monitored by
the real-time smoke and air quality monitoring appliances
to control the emitted air pollutants at a level far below the
emission standards.

“Green production” is an essential principle of Tsaker
Chemical that steers the Group to include clean energy
into production. In Dong’'ao and Dongguang premises,
coal has been consistently replaced by natural gas and
purchased steam to reduce the air pollutant emission and
impact on the air quality. Besides, the Group possess
with adequate emission reduction initiatives, for example,
ultra-low emission, smoke plume management and VOC
management to decrease the carbon footprint during
production.
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RE - HEBRER

wE

Air Pollutant Emissions® "o 7 BERBER 2020 2019
NOx emissions (tonnes) REALYBER (HE) 19 37
NOx emissions intensity RACBEREE

(NOx emissions/M’ RMB Revenue) (REDEEN, BBAREKA) 0.014 0.020
SOx emissions (tonnes) WALy BER (HR) Gt —Note 2 24
SOx emissions intensity mE YR EE

(SOx emissions/M’ RMB Revenue) (e, BB AREKA) 0.005 0.013
PM emissions (tonnes) R Y BER (WR) 2#=Note 3 6
PM emissions intensity TR YBERE E

(PM emissions/M’ RMB Revenue) (BRWEER, BEARBIEA) 0.002 0.003

Note 1. Since the coal-fired boilers were upgraded in 2019, the
amount of each air pollutant emission was reduced in
2020.

Note 2: Sulfur oxide emission is related to the quality of natural
gas. The quality of natural gas increased which
contained less sulfur oxide in the Reporting Period.

Note 3: The enhanced efficiency due to facilities upgrade in the
Reporting Period, the particulate matters reduced.

The Group consistently endeavors to reduce emissions,
the emission intensities of NOx, SOx and PM during
the Reporting Period has been remarkably cut down by
49%, 75% and 61% respectively, in comparison with the
same period last year. Dongguang premise equipped
with the latest facilities to process wastewater and air
emissions at the same time. Air emissions are transferred
into CO2 and H20 after heating, and the residues as
clean air will be emitted out to the air. Tsaker Chemical
endeavors to minimize the emission during the production
process through upgrading and optimizing the facilities
and technologies, as well as exploring feasible emission
reduction measures to consistently reduce impacts on the
environment.

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT
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Improving Energy Efficiency and Reducing Carbon
Emissions

Tsaker Chemical’s major energy resources are electricity,
natural gas, coal and purchased steam. Greenhouse
gases management becomes core action of each sector
along with raising awareness towards energy efficiency
and climate change. As a responsible enterprise with
international perspective, the Group keeps its promise
and takes action in driving the emission and energy
reduction measures. Having formulated guidelines for the
management of electricity consumption, the Group has
set out the best energy-saving practices for employees at
work. In addition, upgrading old facilities has undoubtedly
boosted the productivity and reduced energy usage. The
Group also regularly conducts facilities inspections and
upgrades the production facilities for better efficiency.

Some measures include:

° Arrange power-consuming equipment for centralized
production to reduce electricity use per production
unit;

o Gradually replace older devices with efficient energy

saving facilities;

o Inspect and repair machines on a regular basis to
ensure its proper operation;

° Adjust operating hours of machinery and prohibit
idling equipment;

° Report electricity consumption to the environmental
audit team every month; and

° Encourage all departments to propose new
suggestions for improving energy efficiency.

RIR - HERERRSE

RB RN KR i

FEELENTIZEREARAEN - KA
R RRRINER T - BEERREREEE
R amAMRIRE(CH BT AEE R - EHA
EREHRRAEANZLITE - EA—XK
BEREBRE  AREEENDEE  RNEEN
TEE A AR - BHMITERRPE R 8
R EWERE - AEBECHEREERE

3l TE%E\IE’\‘EI FLEPEITHEIETT
B R BRERANREEDRERALE
MEARRADEERER  AEBTEHRE
REMEERE  KMEZTEHEE S
HE-

. REESENEROBREEEPEE -
RIESEEEMHFREES

. BEURBHERHERAREAKE

. EHRE MG ERE  BREBWE

f

o BEMEE(ERR - RIEHEREY
R

. SAREEEN MEERAEE R

o BEEBPIRREA SRR
% -

ANNUAL REPORT 2020 £ E#z&

51



52

Environment, Social and Governance Report

Apart from applying sustainable concepts, energy saving
and emission reductions into reality, the Group also
exercises eco-friendly practices all-roundly, including
the Tsaker Technology building design. Floor to ceiling
windows are used throughout the office building to allow
natural light into the office. Conventional lighting fixtures
have been replaced with energy-saving lamps to cut down
on electricity consumption.

As the Group proactively manages energy use during
the Reporting Period, the total energy use intensity has
dropped compared to the same period last year. Dong’ao
premise has utilized its facilities by optimizing its steam
boilers that 4,000 tones steam extra produced and 8%
of cost reduced at the same energy consumption level.
In addition, the premise has also upgraded its heat
exchangers for enhancing the heat recycling. The upgrade
can lead to a save of 8,000 tones steam and the carbon
emission reduction. In the Reporting Period, the direct GHG
emission and indirect GHG emission have reduced 5%
and 3.5% respectively. Tsaker Chemical shall continuously
collaborate with each premise to apply more low-carbon
facilities and technologies.

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT
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RIR - 4 ERERHRE

Energy Consumption RREA 2020 2019
Electricity Consumption (MWh) REE (JLEK) 42,724 44,123
Coal Consumption (tonnes) HixFAE (M) 47,230 44,552
Energy Consumption of Coal (MWh) Bix A2 OKRF) 258,802 244,126
Natural Gas Consumption (000 m?) KARAE (FiAK) 10,365 14,593
Energy Consumption of Natural Gas (MWh) RARAE JKEE) 112,090 157,813
Steam Consumption (tonnes) FAAE (M) 173,203 139,437
Energy Consumption of Steam (MWh) EARE KRR 134,497 108,277
Total Energy Consumption (MWh) BeLRAE LR 548,112 554,338
Energy Intensity (total energy BEREE (BEERAZE
consumption/M’ RMB Revenue) BEARBIKA) 418t Note 1 305
GHG Emissions BERBIER 2020 2019&=howe?
Direct GHG Emission (tCO,e) BEEAEREIN
(Mg =&t 97,828 102,693
Direct GHG Emission Intensity HEAERBYREE
(direct GHG emission/M’ RMB Revenue) (EEBEREHEN
BEAREKRA) 75 56
Indirect GHG Emission (tCO,e) MR = REEHEM
(WE—4a1t 40,299 41,761
Indirect GHG Emission Intensity MR EREBHNEE
(indirect GHG emission/M’ RMB Revenue) (&
BEAREKRA) 31 23
Total GHG Emission (tCO,e) BEERE
(&1t 138,127 142,992
GHG Emission Intensity AERBHNEE
(total GHG emission/M’ RMB Revenue) (BREREYNR
BBEAREKA) 1054 o 79

Note 1: During the pandemic outbreak, the total revenue of
2020 was less than that of the same period last year,
which led to an increase of the total energy intensity
and GHG emission intensity while the total energy
consumption and the total GHG emission were less
than that of the same period last year.

Note 2: The calculation of GHG emission in 2020 was in
accordance with the latest version of ESG Reporting
Guide from HKEx. For a better comparison, the 2019
electricity emission factor which included indirect GHG
emission and the total GHG emission, were updated.

REBREFE - 2020 F EMAEKA LR
TR SREEREERREERES
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Water Saving and Wastewater Treatment

Water is one of the precious natural resources. The Group
realizes the importance of water resource. Therefore, the
Group has formulated guidelines for water use in each
operational step, and aimed at using water in an effective
way. Water conservation initiatives include:

o Set up rainwater collection systems for water
consumption in the production system;

. Regularly arrange inspections by qualified
maintenance technicians to guarantee no overflow
or leakage of machines and water pipes;

o Treat water that is used for premise cleaning with
the use of wastewater treatment facility before
discharge as it is easily contaminated by chemicals;

. Monthly report on water usage to the environmental
audit team;
. Use condensate evaporated from some

manufacturing units as water for cleaning to reduce
the use of tap water; and

° Actively organize water conservation activities for
employees to raise their environmental awareness.

As the water supply was mainly provided by the relevant
departments of the municipal government, the Group did
not encounter any problems in water supply during the
Reporting Period.

RIR - 4 ERERWRE
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Water Consumption i 2020 2019
Water Consumption (m?) K& (L5 K) 668,617 955,810
Water Intensity RK=E

(water consumption/M’ RMB Revenue) OKAZE/ BE8ARBUWA) 509 526
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For the purpose of sustainability, rainwater storage facilities
have been built in each production unit for industrial
cooling and irrigation. The collected rainwater and surface
water directly flow into the rainwater and wastewater
diversion facilities in the premise for the abovementioned
usage. The Group has reused a total of 44,531 cubic
meters of water, which is 7% of the total water consumption
of the Group. The Group will continuously optimize the
facilities for improving its water efficiency.

The two major types of wastewater discharged by the
Group are industrial sewage and domestic wastewater.
Tsaker Chemical, as a responsible manufacturer,
takes seriously to the environmental impacts caused
by wastewater discharge seriously. Despite obtaining
the wastewater discharge permits approved by the
government, the Group has set up wastewater discharging
facilities and online monitoring facilities to ensure
compliance with the local discharge standards.

Wastewater BBk

RIR - 4 ERERHRE

AEBEERSEEEMRENKEERE - U
ERIERAREMAERNAR  EXEA
SEEENBD - IRENFKEERKE
BEAEMPORSD MR - BIEERER
AT LA RE - RBEHRA - XEEE
HEM44,631 LT3Rk - HEBRKAE
7% » RSB A B B AR LA I 58 A2k 3K

% o
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2020 2019

REKE (IL77K)

Wastewater quantity (m?)

248,581 483,053

Waste Management

The Group has been adhering to the principle of “utilizing
resources wisely and reducing waste at source” and
endeavors to reduce waste from different sources through
stipulating waste management in operation, for the purpose
of building an eco-friendly practice. The waste produced
by the Group are mainly industrial waste, hazardous waste
and domestic waste.

Hazardous Waste

As a chemical manufacturer, the Group inevitably produces
hazardous wastes during operation and production, such
as industrial waste oil and sludge. The Group values the
environmental health and safety since it understands the
severe biodiversity impacts caused by hazardous waste
mishandling. Hence, Tsaker Chemical adopts a rigorous
management to ensure the aforementioned wastes are
safely treated and the risk of leakage is diminished.
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With the purpose of effectively alleviating the amount
of oil for machinery maintenance, Dongguang premise
has increased the frequency of inspections on operating
devices to ensure its normal and efficient operation, and to
lower the depreciation rate.

In accordance with legal requirements, the Group divides
designated areas at each production unit, setting up
waterproof storage warehouses for hazardous and
dangerous waste to prevent hazardous waste leakage.
It also protects the safety of employees at the same
time. On top of recruiting qualified contractors to handle
the hazardous waste, the Group has also built facilities
in Dong’ao premise to reduce waste. Incinerators were
established in Changzhou production unit for managing
and recycling part of the hazardous wastes, such as waste
gases, waste liquid and waste residues.

Non-hazardous Waste

During the operation, the Group has produced non-
hazardous wastes such as general waste, food waste,
office waste paper, packaging boxes, scrap iron, coal
cinder, waste plastic and waste trays. The Group actively
implements internal waste segregation, and recycles paper,
wood, metal and plastics to keep its promise on reducing
waste from sources.In attempt to reduce waste, the Group
has collected and upcycled coal cinder from coal boiling to
industrial raw materials. The production units also adopted
durable supporting equipment for delivering products so
that waste generation can be reduced.

RIR - 4 ERERWRE
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Waste BEZEY) 2020 2019
Hazardous Waste Produced (tonnes) EEANAEEEY (W) 291 361
Non-hazardous Waste Produced (tonnes)  DEAHEEEEEY) (HF) 6,154 7,635
Non-hazardous Waste Recycled (tonnes) BRI K EEREEY (@E) 6,044 7,307
Non-hazardous Waste Percentage MEBEEYERBESL 98% 96%
Waste Disposal Intensity EEEEVREERE

(waste disposal/M’ RMB Revenue) (EEDEES BEARBKA) 0.22 0.20
Non-hazardous Waste Disposal Intensity BEERVEBEERE

(waste disposal/M’ RMB Revenue) (EENZEE BEAREEAN) 0.08 0.18

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT
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In the Reporting Period, the Group endeavors to make
a good use of resources and strengthen the waste
management with all the staff. Therefore, the performance
on waste has improved, with the non-hazardous waste
recycling rate increasing by 2% which almost recycled
all the generated non-hazardous wastes. The Group will
continuously look for other feasible recycling methods to
bear more environmental responsibilities.

Packaging Materials

While the Group highly emphasizes on selecting eco-
friendly and safe packaging materials the requirements
from the clients and the industry and the sturdiness of
materials are also important considerations. The former
helps reducing the impacts on environmental and human
health, the latter helps preventing the chemical leakage
effectively.

The Group’'s Dongguang premise mainly uses paper-
based materials, plastics, wood and rattan as packaging
materials. Additionally,
packaging materials for short-distance transportation within
the premise. For example, the production units have reused
1,213 recycling bins during the Reporting Period to carry
its chemical product, DMAS, thereby avoiding wastage of

the Group provides reusable

resources as well as reducing waste generation.

RIR - 4 ERERHRE
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MBERMER - At - AREEERRYR
BERBES  BFEERVHDUEIEN
2% BB AETEEYEW - REEK
BESKAITHRREROWT SR  AELE
RERFENHEIE

BEMR
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Packaging Material BEMH 2020 2019
Total Packaging Material (tonnes) BEMERE (1) 1,125 892
Amount of Recycled and Bl R B A E B MR EE (8)

Reused Package Material (tonnes) 31 48
Recycled and Reused Percentage B R EIAE S 3% 5%
PEOPLE-ORIENTED OPERATION 6. ETRTHNEERR
Employment and Labor Policies 6.1. EEREZEIBEX

The professional and passionate team is the foundation
for Tsaker Chemical's success. The Group is committed to
improving the employee’s welfares, training and physical
and mental health, in order to satisfy staff expectations and
build a harmonious working environment. In addition to, the
Group promises to give back the community and takes up
more social responsibilities.
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Human Resource Data

Maintaining fairness and respect to employee recruitment
is a crucial for a smooth operation in a company. The
Group provides a fair and respectful recruitment and
promotion mechanism to evaluate the staff in a transparent
and objective manner. The Group has appointed the
Human Resources (“HR”) department and heads of
various departments to conduct an objective evaluation
on performance of each employee, and then adjust
remuneration packages based on their performance
and work experience. The Group is also committed to
establishing a harmonious, inclusive and respectful working
environment, prohibiting any forms of discriminatory acts,
and providing equal opportunities for employees and
candidates.

Number of Employees

RIR - 4 ERERWRE

AT EER

BHRBETHREBIENRATFERESER
BT EENIRBEELSNERAE - AEB A
ETRHEAFRAENAEHENE TS
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% of Employees

EEAH™ EEEAL
Employee Category EEER 2020 2019 —Note 1 2020 2019
Male s 964 1,020 75% 75%
Female z 315 344 25% 25%
Management TIRE 83 108 6% 8%
Senior FE MK 117 128 9% 9%
Junior HRET 1,079 1,128 85% 83%
18-30 years old 18-30%% 142 179 11% 13%
31-50 years old 31-507% 1,022 1093 80% 80%
51 years old or above 518 £ 115 92 9% 7%
Beijing Sl 21 60 2% 4%
Hebei e 1,086 1,128 85% 83%
Shandong s 157 163 12% 12%
Others A, 7 13 1% 1%

Note 1: Due to the readjustment of category classification
in 2020, the number of employees in 2019 also be
adjusted.
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RIR - 4 ERERHRE

Turnover Rate K= 2020 2019
Overall employee turnover rate of the Group AEBEEE TR 6% 11%
By gender &R &l 5o 2020 2019
Male s 7% -
Female 8 5% =
By age RERE D 2020 2019
18-30 years old 18-305% 18% -
31-50 years old 31-507% 4% -
51 years old or above 513k A E 3% =

The Group recruits talents around the world and makes
an effort to retain top talents. The HR department is
responsible for the management of talents, and endeavors
to keep the turnover rate at a similar level or even lower.

Employee’s Welfare Protection

The Group’s employment and labor policies strictly comply
with relevant laws and regulations, prohibiting child and
forced labor. Meanwhile, it ensures that labor practices
along the Group’s supply chain respect human rights
as well. The Group has appointed the HR department to
implement relevant labor policies and procedures, such
as requiring applicants to provide valid identification
documents to ensure they can be legally hired. In case of
misuse of child labor, the Group will immediately terminate
the employment contract and assist him/her in returning to
school.

The Group also attaches great importance to work-life
balance of employees to ensure that employees enjoy
a reasonable number of working hours. For any forced
labor-related behaviors, the HR department will
immediately terminate employment. The Group was not
aware of any cases involving child or forced labor during
the Reporting Period.
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B mHRRAETIEN  AEEB AL
IFEERERE AR EEHRS
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6.2.

Environment, Social and Governance Report

Emphasis on Talent Development

Tsaker Chemical provides training and career development
opportunities to its employees to discover their talents
and contribute to the company for the Group’s stable
development. From induction and safety awareness training
to technology development and specialized operations
of chemical production units, the Group arranges a wide
range of learning opportunities for employees to increase
their knowledge and skills.

The Group adheres to the principle of “demand-based
training” and has appointed the HR department to conduct
a survey comprehensively assessing staff training needs at
the end of the year. In support of continuous improvement
of the overall professional level, the HR department
evaluates and updates the training contents of each
department and employees. Besides, awareness of S&E is
expected to be gradually incorporated into daily production
work of employees.

The Group carries out a mentoring schemes that assigning
senior employees to offer guidance to new comers and
explain the daily duties to help them better adapt to the
new working environment. To facilitate the communication
and exchange of knowledge exchange, the Group also
carries out an “In-house Lecturer” program, inviting
seasoned staff from various departments to share their
precious working experience and knowledge.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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6.3.

Environment, Social and Governance Report
RIE - HERERBE

Overall Training g S| 2020 2019
Topics B 43 37
Total hours of topics R A R 2N 306 372
Average Training Hours by Gender RERIERI DT Z IR 2020 2019
Male Es 46 29
Female z 35 22
Average Training Hours

by Employment Category REBENSSNWEHYZINGH 2020 2019
Management EIR[E 8 2
Senior FE MR 27 11
Junior MF/ET 47 33

Business Integrity

Adherence to business ethics is one of the integral
components of the Group’s commitment to professionalism.
The Group has clearly elucidated in the employee
handbook that it adopts zero-tolerance attitude towards
any corruption and bribery behaviors. Employees must
abide by the relevant business ethics standards at work
and avoid any conflict of interest. To strengthen employees’
anti-corruption awareness and professional ethics, the
Group has provided relevant training during the Reporting
Period.

The Group has also established a reporting mechanism for
employees to report or complain about any illegal acts that
are suspected of fraud, bribery or money laundering. If a
suspicious case is received, the Group shall promptly refer
to the internal audit department and the HR department. If
the case is substantiated, the Group may call the relevant
persons involved into account via legal channels and take
appropriate sanctions. During the Reporting Period, the
Group ensured that it upheld standards of transparency
and integrity in business ethics and thus, no cases of
corruption were found.

6.3.

R
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6.4.

Environment, Social and Governance Report

Building a Harmonious Working Environment

Tsaker Chemical truly believes that the caring for the
well-being of employees is the key element to unite the
staff. To enhance the sense of belonging to the company,
the Group endeavors to cultivate an ideal and harmonious
workplace, as well as organizes diverse team building
activities to form stronger bondings among employees
beyond developing personal interest.

Team Building Activities

Apart from the annual safety literary shows and employee
sports games, the Group has also held various team
building activities, including performances, reciter contest,

technique competitions and public speaking competition to
develop the personal interests as well as bring joy to their
work and daily lives.

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT
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Environment, Social and Governance Report

Employees’ Welfare

The Group strives to build a healthy working environment
to allow staff to maintain a good health as well as together
make up a sustainable future. In order to allow employees
to enjoy nutritious, balanced and delicious meals, the
Group caters to the eating habits of the employees and
source fresh and healthy ingredients.

Tsaker Chemical for cares the health of its employees.
The Group provides bicycles and encourage employees to
use them, in order to train their fitness as well as reduce
the vehicles fuel and carbon emission. In the Reporting
Period, the Group specifically drafted the employee health
guidelines to enhance their knowledge on Cerebrovascular
Diseases through prevention promotions and trainings.
Moreover, the Group has invited Chinese medicine doctors
to provide relevant training on Cerebrovascular Diseases
and boost employees’ awareness on the issue.

In hopes of building the sense of belonging and
happiness, the Group has organized comfort events to the
underprivileged staff in the Reporting Period. The events
can also encourage the morale of staff, Additionally, the
Group has arranged the event named “One Day Donation
for Employees’ Mutual Aid” which the donations directly
help solving the encountering problems and adversities of
the underprivileged staff.

Thanks to the active participants from each department,
the Group is able to organized the aforementioned events
in the Reporting Period and takes action to protect the
health and safety of all the employees as promised.
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Tsaker Chemical Group Limited & {t 22

Environment, Social and Governance Report

CARING FOR COMMUNITY

Tsaker Chemical is committed to care for the health
of employees and also extended it to the welfare in
surrounding community. During the pandemic outbreak,
the Group has donated RMB100,000 and sanitizers that
are worth RMB200,000 to support anti-pandemic work. At
the same time, the Group encourages its employees to
donated money to support anti-pandemic work. To bear
its social obligations, the Group has also taken up its
responsibilities in certain cities.

Besides, the Group invested in community education
by setting up a RMB5 million educational fund, namely
“‘Dongguang Educational Fund”. In the Reporting Period,
the Group has donated RMB3 million and planned to
allocate RMB500,000 annually in the future to reach a total
of RMB5 million. The purpose of the fund is to contribute
to the education community via improving the learning
conditions and providing educational assistance. For other
aspects, Tsaker Chemical also put its effort on caring and
contribution events such as blood donation with employees
and employees’ mutual aid activities.
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Establish “Dongguang Educational Fund”
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Environment, Social and Governance Report

LOOKING FORWARD

Looking to the future, Tsaker Chemical will continuously
adhere to its principle of
green technology” and embed green technologies into its
operation, manufacture, and product development. For the
purpose of efficiency improvement and carbon footprint
reduction, the Group consistently looks for possible
methods to utilize resource usage and optimise facilities,
as well as enhance product quality. On the other hand, to
shoulder social responsibilities, the Group would actively
contribute to the community where it operates and adds
colors and energy to it.

“to build a better world with

HKEX ESG REPORTING GUIDE CONTENT
INDEX

Aspect KPI
Em BRRENER #H
SUBJECT AREA (A) ENVIRONMENT
A1: EMISSIONS

Description

EBEA1 : BBy
Al General Information on:

disclosure (a) the policies; and

— MR (@) BE: K
(b) compliance
(b)  HEEEZOHER -

Al.1 The types of emissions and respective
emissions data.
HER D TE SR R AR B B U -

Al.2 Greenhouse gas emissions in total
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
REREESENE (AN E) & (EA)
EBE (MASESEN FHEREAE) -

A1.3 Total hazardous waste produced

(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).

MESXBEEZEYDRE (UNEEE) & (40
BR)BE (MABESEMN - 8ERE

) o
Ean

RIR - 4 ERERHRE

REARR

REARR  EECEEFERFEZREH
BRAERRAY INEERA - REE  4£E
RERAETREGENE - BEIREXIR
TR ik R i e B AR - AEE S NSk
AT EBLERERMTERE - R

KRREREE - 5—FHTH REAUEE
f AREHEBEERMBER M ERS R
ﬁ: li iE //J\\ 7F/ %D /E j]

BMRX(RE  HERERBREESD
=5l

Statement/Section
BH EH
ARE

5.2 Environmental Protection;

5. 2BRIRIRE

There was no non-compliance noticed
during the Reporting Period.
WEBANREEETARBEERE LR
Pl - WRBHRABMEREREM -

5.2 Environmental Protection
5.2 RE&

5.2 Environmental Protection
5. 2R IR#&

5.2 Environmental Protection
5.2 RE
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Aspect KPI
i3]

Al4

BREAMER

Environment, Social and Governance Report

Description
it

Total non-hazardous waste produced
(in tonnes) and, where appropriate,
intensity (e.g. per unit of production
volume, per facility).
FELBEEEYHES (UNEETE) & (10
HR)BE (MASESEN - BRI
g

Description of measures to mitigate
emissions and results achieved.
FHURIEHE M E BB RFTERR °
Description of how hazardous and
non-hazardous wastes are handled,
reduction initiatives and results
achieved.

M ERIEAENEEEZEDNTTE  RIE
EESNEBRAEHRR -

A2: USE OF RESOURCES

BEA2 : ERFEA
A2 General
disclosure

—MRE
A2.1

A2.2

A2.3

Tsaker Chemical Group Limited

Policies

R

Direct and/or indirect energy
consumption by type (e.g. electricity,
gas or ail) in total (kWh in *000s) and
intensity (e.g. per unit of production
volume, per facility).
REREI DM EE R, REEER (NE -
Reloh) BREE CATETFREFE) &
E(WABESEM - BERETH) o
Water consumption in total and intensity
(e.g. per unit of production volume, per
facility).

BRKENEE (MNGES B -
MeEHE) -

52"

K5

Description of energy use efficiency
initiatives and results achieved.
et R IR I A AR 5T Bl RFTB AR ©

FRCEBEEARAF

RIR - 4 ERERWRE

Statement/Section

BH EH

5.2 Environmental Protection
5. 2RI RE

5.2 Environmental Protection
5.2IRIBRE

5.2 Environmental Protection
5. 2R RE

5.2 Environmental Protection
5.21RIBRE

5.2 Environmental Protection
5.2 R#&

5.2 Environmental Protection
5. 2R RE

5.2 Environmental Protection
5. 2RI RE



Aspect
EmE

KPI
CEFegvetd
A2.4

A2.5

Environment, Social and Governance Report

Description
i

Description of whether there is any issue
in sourcing water that is fit for purpose,
water efficiency initiatives and results
achieved.

i SREGE A KR LAl B ERIERE - A&k
RARKSEETEIRFTBHKR °

Total packaging material used for
finished products (in tonnes) and, if
applicable, with reference to per unit
produced.

SR MR BEMENAE (CAERTE) &
(WER) BEESEMIEE -

A3: THE ENVIRONMENT AND NATURAL RESOURCES

EHEA3 : RIERARER

A3

General
disclosure

—REE
A3.1

Policies
R

Description of the significant impacts of
activities on the environment and natural
resources and the actions taken to
manage them.

Hil E R E IR R RAE RN ERY
ENERREREULENITE -

SUBJECT AREA (B) SOCIAL
B1: EMPLOYMENT

EBEB1 : EfE

B1 General
disclosure
—RIE
B1.1

Information on:
(a) the policies; and

(a) 156 -0 4
(b)  compliance.
(b)  IEEEEMER -

Total workforce by gender, employment
type, age group and geographical

region.
®mIER - BIEERE - Fied Mtz e D
BE SR -

RIR - 4 ERERHRE

Statement/Section

B EH

5.2 Environmental Protection
5.2IRIBRE

5.2 Environmental Protection
5.2IRG(R#&

5.2 Environmental Protection
5.2IRBIRE

5.2 Environmental Protection
5.2IRIBRE

B.ig&

6.1 Employment and Labor Policies;
6. 1B &% Tk :

There was no non-compliance noticed
during the Reporting Period.
HERAREEETHRBNER IR
Bl WERERBWEREREN -

6.1 Employment and Labor Policies

6. 1EEBRS THE
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Aspect
BmE

KPI

Environment, Social and Governance Report

Description

BMREMESR #Hil

B1.2

Employee turnover rate by gender, age
group and geographical region.

RIER - FheMER Kbz B S HE IR
B o

B2: HEALTH AND SAFETY
EEB2: REHEZR

B2

General
disclosure

—RBEE

B2.1

B22

B2.3

Information on:

(a) the policies; and
(a) 126

(b) compliance

(b)

b REEENER -

Number and rate of work-related
fatalities.
A TERMEMIL T A SR -

Lost days due to work injury.
EIBEEAIEAR-

Description of occupational health and
safety measures adopted, how they are
implemented and monitored.

R FTER A B R R R B e B - AR
HERITRERTE -

B3: DEVELOPMENT AND TRAINING
EEB3 : #EKIE

B3

General
disclosure

—MRE
B3.1

Tsaker Chemical Group Limited

Policies
BE

The percentage of employees trained
by gender and employee category

(e.g. senior management, middle
management).

BURRESER (NSRERE - PRE
BES)EASNZIIREETALL -

FRCEBEEARAF

RIR - 4 ERERWRE

Statement/Section

B EH

6.1 Employment and Labor Policies;

The Group only disclosed gender and
age group employee turnover rate in
this Report. The Group will continue to
improve relevant data collection in the
future.

6.1 BB M4 THUR
REBERRE RBEER RFRARNRE
BRG] o ANEBER KA AEB R B
HiREUEE -

(a) 5.1Safety Management;

(a) B5ALEER:

(b) There was no non-compliance noticed
during the Reporting Period.

(b) WEPAREEETIEBANEERLS
Bl WERERBWHEREREN -

5.1Safety Management

SALZEEE

5.1Safety Management
S5ALEER
5.1Safety Management
SALEER

6.2 Emphasis on Talent Development
6.2EIRASEER

All employees of the Group are required to
undergo regular trainings
REEME B THEREITERET



Environment, Social and Governance Report

Aspect KPI Description
EE BEREREST Hmik
B3.2 The average training hours completed

per employee by gender and employee
category.
rUERINEEERIZ D - BRE
ElEoRESisE e

B4: LABOUR STANDARDS

[EEB4 : & TXH|

24

]
di
XA

\

B4 General Information on:

disclosure (a) the policies; and

— R EE (@) HBX: R
(b) compliance.

(b)  HEEEEOER -

B4.1 Description of measures to review
employment practices to avoid child and
forced labour.

f i ST B AR E O eV e LA S B T e 5e
HEBT -
B4.2 Description of steps taken to eliminate

such practices when discovered.
R ERRERBREER BRI R
540k

B5: SUPPLY CHAIN MANAGEMENT

[EmBSs : HEEER

B5 General Policies
disclosure  BUR
— IR EE
B5.1 Number of suppliers by geographical
region.
i RESHEREE -
B5.2 Description of practices relating

to engaging suppliers, number of
suppliers where the practices are being
implemented, how they are implemented
and monitored.

M EEERHERNED - mEKRTHE
HEMNHEREE - URAREBAEHR
TRERFE -

RIR - 4 ERERHRE

Statement/Section
B EH

6.2 Emphasis on Talent Development
6.2EMASIER

6.1 Employment and Labor Policies;
6. 12 RS THE :

There was no non-compliance noticed
during the Reporting Period.
HERAREEETHRBNERRR
Bl WRBERBBEREREN -

6.1 Employment and Labor Policies

6. 11E MR R4 THR

6.1 Employment and Labor Policies
6. 1EE R THK

4.1 Supply Chain Management
4 HEEE IR

4.1 Supply Chain Management
41t ERE IR

4.1 Supply Chain Management;
41 ERE R
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Aspect KPI

Em

Environment, Social and Governance Report

Description

BMREMESR #Hil

B6: PRODUCT RESPONSIBILITY

[EEB6 : EmEE

B6 General

disclosure

—RRE

B6.1

B6.2

B6.3

B6.4

B6.5

Tsaker Chemical Group Limited

Information on:

(a)  the policies; and
(a) BE R

(b)  compliance.

(b)  HEEEERER -

Percentage of total products sold or
shipped subject to recalls for safety and
health reasons.

EERDEXERLHT AR T EERE
HmABKN B DL

Number of products and service related
complaints received and how they are
dealt with.

RN E m R IR B IR ELE I R %
T e

Description of practices relating to
observing and protecting intellectual
property rights.

Tt B A N AR PR AN E RE B RA RN IE I -
Description of quality assurance process
and recall procedures.

i E ST RIE R E MBI BIRF o
Description of consumer data protection
and privacy policies, how they are
implemented and monitored.
il E B E BURRE RALRBBUER -
BBMITREEER T ©

LA 8

FRCEBEEARAF

RIR - 4 ERERWRE

Statement/Section

By EH

4.2 Quality Control and 4.3 Fulfilling
Product Responsibility;
A2REEMNAIBITEREML
There was no non-compliance noticed
during the Reporting Period.
HWERAREBETHANER MR

Bl WRFERBHEREREN -

4.3 Fulfilling Product Responsibility;
4 3BITEMEE

4.3 Fulfilling Product Responsibility
43ETEMEE

4.4 Protecting Intellectual Property Rights
4 AR FBERE

4.2 Quality Control
4.2 @B

4.5 Safeguarding Customer Privacy

A5REBEEFALE
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Aspect KPI Description
Em BAREMER #Hl
B7: ANTI-CORRUPTION

EBEB7 : RES
B7 General Information on:
disclosure (a) the policies; and
—RFE (@) HE: R
(b) compliance
(b)  HEEEZOHER -
B7.1 Number of concluded legal cases

regarding corrupt practices brought
against the issuer or its employees
during the Reporting Period and the
outcomes of the cases.
RERBAHETASHEEREIEE
BT RARRMNEE RFDRER -
B7.2 Description of preventive measures and

whistle-blowing procedures, how they
are implemented and monitored.
2L 7 8048 e S R ERAR R - DA RARRE AT
REBITE -

B8: COMMUNITY INVESTMENT

[EEBS : HERE

B8 General Policies
disclosure B3R
— IR EE
B8.1 Focus areas of contribution (e.g.

education, environmental concerns,
labour needs, health, culture, sport).
EXEREE (WHE  BEEHE  BIR
koo f2E - Xk - BE) -

B8.2 Resources contributed (e.g. money or
time) to the focus area.

EETEBMBAER (M ELER) -

RIR - 4 ERERHRE

Statement/Section

By EH

(a) 6.3 Business Integrity;

(a)  G.3FRERME:

(b) There was no non-compliance noticed
during the Reporting Period.

(b) HMEHAREEETHEBAEELR
Pl - WRHRABMEREREM -

6.3 Business Integrity

6.3FANE

6.3 Business Integrity
6.3FANEE

7 Caring for Community
TR

7 Caring for Community
TR

7 Caring for Community
TR R
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Directors and Senior Management

As at the date of this annual report, the biographical details of the
Directors and senior management are as follows:

DIRECTORS
Executive Directors

Mr. GE Yi (former name: GE Yuanyuan), aged 39, 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 vice-president and president
in December 2011 and August 2012, respectively.

Mr. Ge obtained a master’s degree in International Business
Management 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. BAI Kun, aged 44, is the Chief Financial Officer of the
Company and Joint Company Secretary, being responsible
for the financial operations of the Group. Mr. Bai has been an
executive Director since 25 August 2016. Mr. Bai joined the
Group in September 2014 as the Chief Financial Officer, and was
appointed as a joint company secretary on 11 December 2020.
Mr. Bai is also the sole director of Tsaker Hong Kong. His work
experience includes acting as manager for the Tianjin branch of
PricewaterhouseCoopers (EFEXKEFREFREHABRAG KR
5 FT) from September 2002 to February 2010 and the financial
controller of Tianjin Walkman Biomaterial Co., Ltd. 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.
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Directors and Senior Management

Ms. ZHANG Nan, aged 38, has been an executive Director since
10 January 2019. Ms. Zhang has been the director of human
resources and the director of strategic development of the
Group since January 2013, and is responsible for the Group’s
human resources management, industry research, development
planning and investment project research. She has been serving
as the deputy general manager of the Group since August 2018.
Her work experience includes serving as the human resources
manager of Beijing Touqu Technology Co., Ltd. (1t ZIEERIZ AR
~a]) from August 2008 to July 2010. She was a director of human
resources of Chexun Internet Co., Ltd. (B E XM AR Q)
from September 2010 to January 2013. Ms. Zhang graduated from
Inner Mongolia University of Finance and Economics in July 2007,
majoring in business administration.

Non-executive Director

Mr. FONTAINE Alain Vincent, aged 66, is a non-executive
Director since April 2015. 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
and vice-chairman of the 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.
Mr. Fontaine has also been acting as a non-executive director of
D&G Technology Holding Company Limited, a company listed on
the Stock Exchange (stock code: 1301) since August 2016 and as
an independent director of China Lending Corporation, a company
listed on NASDAQ (ticker: CLDC) from July 2016 to December
2017.
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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 55, is an independent
non-executive Director since March 2015, being responsible for
overseeing the management of our Group independently. Prior
to joining the Group, Mr. Ho served as a managing director of
Munsun Asset Management (Asia) Ltd. between January 2014
and March 2015. 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 Sciences Corporation (stock code: 1035) from
October 2014 onwards. From August 2015 to August 2018, Mr.
Ho became the chief financial officer and joint company secretary
of Greentown Service Group Co. Ltd. Mr. Ho has served as the
Investment consultant of Greentown Service Group Co. Ltd. since
August 2018. 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.

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 charter holder
and a member of the Association for Investment Management and
Research since January 1999.
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Mr. ZHU Lin (former name: ZHU Xiaolin), aged 47, is an
independent non-executive Director since March 2015, being
responsible for overseeing the management of our Group
independently. Mr. Zhu is also a partner of Beijing Legendhouse
CPAs (At FBE&5TAIEHFT) and a director of Beijing Run Qin
Consulting Co., Ltd. (AtFEEEAAER2AF]). Mr. Zhu has been
a non-executive director of Beijing Chexun Internet Company
Limited (JtRBEAEHAERMD AR AR, a company whose shares
are listed on the Over the Counter Bulletin in the PRC (¥1=1R),
since July 2016. 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) (L EXEBHZMORINBR AR RS AR]) from
October 2003 to November 2005. Mr. Zhu obtained a bachelor’s
degree in Overseas Financial Accounting (&5 Z/NH B 75 & 5T
1k) 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 44, is an independent non-executive
Director since March 2015, being responsible for overseeing the
management of our Group independently. Mr. Yu is also a partner
of Global Law Office. Mr. Yu has been a non-executive director of
Beijing Chexun Internet Company Limited (1t 7 2 5 B B 48 8% 15 A R
‘A 7]), a company whose shares are listed on the Over the Counter
Bulletin in the PRC (¥7=1R), since July 2016. 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.
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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. BAI Kun is an executive Director, is the Chief Financial Officer
and Joint Company Secretary of our Company. For details about
Mr. Bai’'s background, see “Directors” under this section.

Ms. ZHANG Nan has been appointed as an executive Director
of the Group with effect from 10 January 2019 and her primary
responsibilities include overseeing, monitoring and implementing
the internal controls of the Group; and ensuring the Company’s
compliance with the relevant laws and regulations including the
Listing Rules. For details about Ms. Zhang’s background, see
“Directors” under this section.

Mr. SHI Qiang, aged 65, 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
(NEHBEARIEIHA%RR) (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 (K& & TIEBRMHAERA
Al) (formerly known as “Inner Mongolia Yellow River Construction
Bureau” (RE & =4 T2/®) 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
32 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” (=& L26M) by
the Office of Leading Group for Professional Title Reform of the
Inner Mongolia Autonomous Region (RS & B4R BN S 488/
4P A=), and in October 2012, Mr. Shi was awarded the title of
“Energy Manager” (§£JR%EI2RM) by the Development and Reform
Commission of Hebei Province, the PRC.

JOINT COMPANY SECRETARIES

Mr. BAI Kun is an executive Director, is the Chief Financial Officer
and Joint Company Secretary of our Company. For details about
Mr. Bai's background, see “Directors” under this section.
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The Board hereby announces the Directors’ Report and the
audited consolidated financial statements of the Group for the
year ended 31 December 2020.

CORPORATE INFORMATION AND LISTING

The Company is a limited liability company incorporated in the
Cayman Islands on 29 October 2014. The Shares have been listed
on the Stock Exchange since 3 July 2015.

PRINCIPAL BUSINESS

The Group is primarily engaged in the manufacturing and
sale of dye intermediates, agricultural chemical intermediates,
pigment intermediates and battery materials, and the provision of
environmental technology consultancy services. Analysis on the
principal business of the Group for the year ended 31 December
2020 is set out in note 4 to the consolidated financial statements.

RESULTS

Results of the Group for the year ended 31 December 2020 are
set out in the consolidated statement of profit or loss and other
comprehensive income on pages 136 and 137 of this annual
report.

FINAL DIVIDEND

The Board did not recommend the declaration of any final
dividend for the year ended 31 December 2020. The interim
dividend for the six months ended 30 June 2020 amounted to
RMBO0.048 per share. The dividends in aggregate for the year
ended 31 December 2019 amounted to RMB0.150 per share.

BUSINESS REVIEW

Please see the section headed “Management Discussion and
Analysis” on pages 13 to 16 of this annual report for details.
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Environmental Policy and Performance

We focus on environmental, health and safety protection.
As a producer of dye intermediates, agricultural chemical
intermediates, pigment intermediates and battery materials,
and as a provider of environmental protection technology, 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 advanced development in
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 2020, we were subject to
inspections organized by the local government from time to time
and we had not been subject to any material fines or penalties
in relation to any material breach of applicable environmental,
health and safety laws or regulations that could have a material
adverse effect on our operation. For the year ended 31 December
2020, 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 with 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 Group 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 treatments and standards of sewage, waste gas
and solid waste. We have also set up the “Accountability system
for Tsaker Chemical” to enhance the safety and environment
awareness of all our employees and mitigate and root out any
negligent acts, leading employees to fulfil their responsibility with
lofty professionalism and to ensure the quality of work, so that a
standardised management can be implemented.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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The Group puts a lot of emphasis 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 [1S0O9001,
Environmental Management System ISO14001 and Occupational
Health Safety Management System GB/T 28001-2011 for our
management system.

Compliance with Related Laws and Regulations

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

Laws on Work Safety

The Group has a comprehensive safety production management
system and detailed operation procedures in place. In addition
to the daily production safety inspection, routine comprehensive
safety production inspection on Dongguang Production Plants,
Dongao Production Plants are conducted weekly to thoroughly
investigate any safety loopholes. Control on safety production
is 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.

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

Voluntarily abiding by the Environmental Protection Law of the
People’s Republic of China, the Law of the People’s Republic of
China on Prevention and Control of Water Pollution and the Law
of the People’'s Republic of China on Prevention and Control of
Environmental Pollution by Solid Waste, enhancing environmental
awareness and achieving green production management is
not only the common opportunities and challenges faced by
enterprises, but also the foundation of their ongoing operations.
The Group strictly abides by the above laws and regulations and
adopts effective environmental protection measures to minimize
the impacts of our operations on the environment.

Directors’ Report
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Our production facilities have already been equipped with
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 have 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 departments
(Ecological Environment Bureau of Dongguang County Branch
of Cangzhou, Emergency Management Bureau of Dongguang
County, Ecological Environment Bureau of Dongying Port
Economic Development Area Bureau, Emergency Management
Bureau of Dongying Port Economic Development Area Bureau).
We constantly strengthen the development of clean production
technologies to satisfy the increasing standard of environmental
protection. When there is deviation from any applicable emission
standards, we will investigate the cause and adopt corresponding
corrective measures. Furthermore, our emission of sewage and
solid waste and air pollutants is subject to monitoring by the
above-mentioned safety and environmental departments.

The Regulations on the Control of Foreign Exchange

Gain generated from the exporting business of the Group
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 do not only
closely monitor the fluctuation of foreign currency, but also strictly
comply 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.
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The Foreign Trade Law

The Group 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 relevant
laws and abide by the trade order. In order to maintain fair
market competition, we do not engage in improper competition
behaviours, such as selling at an improperly low price, bid-
rigging, issuing false advertisement and bribery. For exporting, the
Group also seriously studies and strictly complies with 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 United States of America.

The Labour Law

The Group developed and improved its existing internal
management system to safeguard the rights of its employees,
including the Safety Education Training System, the Identification
and Treatment Management System for Hidden Safety Perils, and
Management Regulations on On-site Sanitation and Cleaning. The
Group stringently implements national protocols and standards on
labour safety and health and conducts labour safety and health
education for workers to prevent labour accidents and reduce
occupational hazards.

Social Insurance and Housing Provident Funds

The Group 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 2020, the Group did not receive any penalty from
the relevant administrative department.
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In light of, including but not limited to, the above-mentioned
primary laws 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. In addition, we plan to
provide our Directors, senior management and employees 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 in order to reduce the Group’s risk of deviating
from them.

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 stringent qualification and
certification processes required by our customers to establish
our stable customer base. We have had relationships with our
major customers for over ten years. We believe that these long-
term relationships enable us to establish and maintain market
leadership in the dye and pigment intermediates industry.

During the Review Year, we attended 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 visited our major customers
from time to time to conduct customer surveys to understand
their evolving needs and obtained feedback on the quality of our
products. We are dedicated to providing quality customer services
and after-sales services. We endeavour to supply our products to
our customers in a timely manner.

Suppliers: We choose our suppliers of raw materials mainly based
on the prices 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 to be purchased, 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 2020, 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 procurements were paid
in RMB. All of our foreign procurements were paid in USD.

Employees: In addition to competitive salaries, we provide
employees with supplementary compensation benefits, such as
free shift dormitories, free shuttle bus transportation, and meal
allowance. In addition, we value our employees and provide them
with continuing education, on the-job 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 required 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 2020, there have been no labour
disputes or strikes at any of our production facilities. Our current
relationship with our employees and the labour unions are good
and are based on mutual support and respect.

RISK FACTORS

Risks and uncertainties can affect the Group’s businesses,
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 keeps in touch with our
stakeholders with the aim of understanding and addressing their
concerns.

Directors’ Report

EEERE

HE-_Z-_TF+_A=+—BHItEE  #M—&
REMERBRMAIESNERREE AHEBIERM
B MEPIEERS RV HE N & LR E A E
KA ET - LA E AR R S R E R R
IMEXZ B REE o toh - BMERE - BMEEZ
HEFMZEANBERRYT BELBEBRE - M
HEBRAFRBEUARBEMAR - RMATEEINEE
HAETTAER -

BE - BEBRFINHFRI  RATREERERRT

HieEr - plmeBEairs  REERELRE
e tbsh - RPMERES  TMEREBERER

ERIFZIIRE  USRBEBRTIEEREESE
BR - BMBERRMATEZENBARMNEERR
BREMERZRERASRHBTENEBRF
HE2EHHF - BEtRES EXABRERBED
RKE - EEMTEREBRRES ©

HEZZT-_TF+-_A=T—RHLEFE ' ZRMNE
AEEREHEELESTHUMAEL - HMHEES
RISBEARRE  FABEIXFREHEEENRE -

2 B (R 3=

BB R TARERA R E AN RENER - BHR
N RERGEUBRNR  BHEGERHENIE
ERB - TXRIH - UHAEEEFENTER
BER  HERERHEULERERNOKE  AKEEZ
MR RFEFBE - AT RMEROFAET -

ANNUAL REPORT 2020 £ E#z&

83



84

Global Economy and Macroeconomic Conditions

Any adverse change in the global economic downturn, geopolitical
tensions, the PRC’s economic, political and social conditions,
as well as governmental policies may affect our sales, which will
result 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, the Group will actively gain understanding of the
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 concentration
of products. Our products are sold all over the world to avoid
risk of regional economy fluctuations. We keep developing new
customers to lower the dependence on 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 resets the export price every quarter to
avoid the risk of foreign exchange fluctuation, and concentrates
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.

For the year ended 31 December 2020, the Group neither drew up
any hedging policy, nor adopted any hedging instruments.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT

Directors’ Report

EEERE

EREBRRBEEAIRR

EREBEMRNER - WERBER - URPEEK
B BOA KAt BRI RIRT R AR T 2

B RRHBMNBEEERTE Y ERKA
BRAUBRNER HERFNBXREXEN - REE
MREZEHFR TR AFRERREENERE
mmERMEROBTRLTRE - RIATEHREMOE
% MBROR - RERERATSER TR -

Bt AEEEGRTRERTISRES L RE
EREEMETETEGR  KREBERNIERAE
B RPETEZFPRERTEIE  REFPRHEA
ERUMERFAEENER - AR - BARLYL
THEEEMEBNER  UORERETER
R RPERERHEE "B THREERDEA
@ R TERAEHES  BRETHE-TPKRE
o

SME LB

SMNERRIERIERSSHELBRNER - AEBE K
EeNERBTIERARENLOLELEEHER -
BeE QN BIHAREBRETEEA - RKEXREA

EEHARBERLENTE

it AEERREINMEESFTREENEE/NITA
EEEHEXSHHNEREER  UREPERR
B RESNERR - NEEKEET ) BITERE
BHAKBINERRNTE LA HEBMEE
FERL B2 38 5 M R & 1O E 0 _E SRER S e 12 I 51 EE
B - BRELEBEANEX -

HE_Z_ZHF+_A=+—HIFE XEET
AREIEEPBER - TARKBUEMEPTA -



We Are Exposed to Risks Associated with Fluctuations in
Prices of Raw Materials and Supply

The prices of raw materials on which we depend may be affected
by a number of factors, including market supply and demand,
changes in PRC import duties, PRC and global economic
conditions and changes to the PRC or international environmental
and regulatory requirements. The prices of the 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 mononitrotoluene, which, in turn, may also affect the prices
of mononitrotoluene. Any significant increases in the cost of the
raw materials may increase our cost of production 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 prices and quality of raw materials offered by different
qualified suppliers. We purchase 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 shift any increase in our
costs to our customers so as to maintain our profit 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, technologies and
techniques and hire experienced staff to fulfil our development
plan for the future.

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.
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ANALYSIS OF FINANCIAL KEY PERFORMANCE
INDICATORS

Please see the section headed “Management Discussion and
Analysis” on pages 20 to 26 of this annual report for details.

OUTLOOK

Please see the section headed “Management Discussion and
Analysis” on pages 17 to 19 of this annual report for details.

EVENT AFTER THE REPORTING PERIOD

Details of event after the Reporting Period are set out in note 37 to
the consolidated financial statements.

FINANCIAL OVERVIEW

The highlight of results and assets and liabilities of the Group for
the last five financial years are set out on page 6 of this annual
report. This highlight does not constitute part of the audited
consolidated financial statements.

APPLICATION OF PROCEEDS FROM LISTING

Please see the section headed “Management Discussion and
Analysis” on page 28 of this annual report for details.

MAJOR CUSTOMERS AND SUPPLIERS
Major customers

For the year ended 31 December 2020, the revenue from the top
five customers of the Group accounted for approximately 37.3%
(2019: approximately 48.0%) of the Group’s total revenue, and
the turnover attributable to its largest single customer accounted
for approximately 15.4% of its total revenue (2019: approximately
14.3%).

Major suppliers

For the year ended 31 December 2020, the purchases from the
top five suppliers of the Group accounted for approximately
51.6% (2019: approximately 39.2%) of its total purchases, and the
turnover attributable to its largest single supplier accounted for
approximately 25.7% of its total purchases (2019: approximately
21.9%).
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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 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 Group
for the year ended 31 December 2020 are set out in note 13 to the
consolidated financial statements.

RESERVES

Details of changes in reserves of the Group for the year ended
31 December 2020 are set out in the consolidated statement of
changes in equity on page 140.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company’s reserves available for
distribution amounted to approximately RMB393.3 million.

BANK AND OTHER BORROWINGS

Details of bank and other borrowings of the Group as at 31
December 2020 are set out in note 25 to the consolidated financial
statements.

DIRECTORS

For the year ended 31 December 2020 and as at the date of this
annual report, the Directors are as follows:

Executive Directors:

Mr. GE Yi
Mr. BAI Kun
Ms. ZHANG Nan

Non-executive Director:

Mr. FONTAINE Alain Vincent
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Independent non-executive Directors:

Mr. HO Kenneth Kai Chung
Mr. ZHU Lin
Mr. YU Miao

In accordance with the article 16.19 of the Articles of Association,
one-third of the Directors for the time being (or if their number is
not a multiple of three, the number nearest to but not less than
one-third) will retire from office by rotation and will be eligible
for re-election at every annual general meeting, provided that
every Director shall be subject to retirement by rotation at least
once every three years. Thus, Mr. BAI Kun, Ms. ZHANG Nan
and Mr. FONTAINE Alain Vincent will retire by rotation and being
eligible, will offer themselves for re-election as the Directors at the
forthcoming AGM.

Circular containing details of the Directors to be re-elected at the
forthcoming AGM will be despatched to the Shareholders in due
course.

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 SENIOR MANAGEMENT

Biographical details of the Directors and senior management are
set out on pages 72 to 76 of this annual report.

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.
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DIRECTORS’ SERVICE CONTRACTS AND LETTERS
OF APPOINTMENT

None of the Directors has entered into any service contract with
the Company or any of its subsidiaries which is of a duration
exceeding three years or which is not determinable within one
year without payment of compensation (other than statutory
compensation).

INTERESTS OF DIRECTORS AND CONTROLLING
SHAREHOLDER IN MAJOR TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

For the year ended 31 December 2020, (i) no contracts of
significance had been entered into between the Company
or any of its subsidiaries, and a controlling shareholder (as
defined in the Listing Rules) or any of its subsidiaries; and (ii)
none of the Directors and their connected entities (as defined in
the Companies Ordinance) either directly or indirectly, have a
material interest in any transactions, arrangements and contracts
of significance subsisting during or at the end of the financial
year 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.

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.

REMUNERATION 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 notes 8 and 9 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 statements.

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

As at 31 December 2020, 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 “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, are set out as follows:

(i) Interest in the Company
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EEEB EEME FERGHEO REBNBT D
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(2) As at 31 December 2020, the total number of issued
Shares were 1,033,104,000 Shares.

M (R | BEZBR DT aR

(2) R-E-_ZTF+_A=+—8  BET
ftn 2 #2888 51,033,104,000f% °

ANNUAL REPORT 2020 £ E#z&

91



92

(3) These Shares represent Shares held by Cavalli which is
wholly owned by Mr. Ge Yi, and Mr. Ge Yi is deemed to
be interested in the same pursuant to the SFO.

(4) On 24 June 2019, Mr. Ge Yi entered into a voting right
transfer deed with Hero Time Ventures Limited, Radiant
Pearl Holdings Limited and Star Path Ventures Limited.
As such, Mr. Ge Yi is deemed to be interested in the
400,013,250 Shares (long position) which Hero Time
Ventures Limited, Radiant Pearl Holdings Limited and
Star Path Ventures Limited are interested in under
section 317 of the SFO.

Save as disclosed above, as at 31 December 2020, 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.

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 Review Year.
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SUBSTANTIAL SHAREHOLDERS’ INTEREST AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2020, 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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FTERRRRORAEBROHNERRXR

RZZEZZEF+=-ZA=+—H8 REQRAEEAN
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RRABIRMBEABABR D P HEERBE(ESRBEK
BIYEXVEE2RIDFBARMARR BRI D ELZR
RATIRIECES RS G E336IKETHETFZ
ErnMARz#ERSAR

Approximate

Number of percentage of
Name of shareholder Capacity/Nature of interest securities™ shareholding®
REREHE B EntE BEHEO REBMOBE DL
Cavalli Beneficial owner 133,337,750 (L) 12.91%
EmfEAA (F&)
Qi Lin Interest of spouse 133,337,750 (L)® 12.91%
=37 Al B (IFE)®
Interest in a controlled corporation 133,337,750 (L)® 12.91%
REZEGEE = (FR)®
Trustee/Interest of children under 18 266,675,500 (L)® 25.81%
RFEA S RIS ERAF LM (iFE)®
Ge Chengyu Beneficiary of a trust 138,337,750 (L)® 12.91%
XEAE (EEAEIN (HFR)®
Ge Chenghui Beneficiary of a trust 133,337,750 (L)® 12.91%
X FrEXmA (iFE)®
Hero Time Ventures Limited Beneficial owner 133,337,750 (L) 12.91%
KR EIRER DA EmfEEA (F&)
Interest of other parties to an agreement 400,013,250 (L)® 38.72%
required to be disclosed under
section 317 of the SFO
RIRFE 75 R B 1R P1 58317 {4 (FE)®

ATRE 2N M7 s 2 s

ANNUAL REPORT 2020 £ E#z&

93



94

Directors’ Report

EEERE

Approximate

Number of percentage of
Name of shareholder Capacity/Nature of interest securities® shareholding®
REERE B EntE BEHEO REMAOBE DL
Star Path Ventures Limited Beneficial owner 133,337,750 (L) 12.91%
EReliRBR AT BEREBA (78)
Interest of other parties to an agreement 400,013,250 (L) 38.72%
required to be disclosed under
section 317 of the SFO
RIEFE 77 R B RPI 2317 & (FR)™
BTWE 2 N E M7 P s
Radiant Pearl Holdings Beneficial owner 133,337,750 (L)® 12.91%
Limited
PRERERA EmfEAA (HFE)®
Interest of other parties to an agreement 400,013,250 (L)® 38.72%
required to be disclosed under
section 317 of the SFO
RIRFE 75 B 1R 58 317 {6 (FE)®

ATRE 2N & M7 s 2 s

(1) The letter “L” denotes long position in the Shares. (1

(2) As at 31 December 2020, the total number of issued Shares (2)
were 1,033,104,000 Shares.

(3) Ms. Qi Lin, as the spouse of Mr. Ge Yi, is deemed to be (3)
interested in the Shares which Mr. Ge Yi is interested or
deemed to be interested in under the SFO.

(4) Radiant Pearl Holdings Limited is wholly owned by Ms. Qi Lin,  (4)
and Ms. Qi Lin is deemed to be interested in the Shares which
Radiant Pearl Holdings Limited is interested in pursuant to the
SFO.

Tsaker Chemical Group Limited & {t L EB AR AT
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(5) Ms. Qi Lin holds all the interests in Hero Time Ventures Limited
and Star Path Ventures Limited as trustee (Ge Chengyu and
Ge Chenghui, who both are children under the age of 18 of
Ms. Qi Lin, are beneficiaries of the trusts of Hero Time Ventures
Limited and Star Path Ventures Limited, respectively). As such,
Ms. Qi Lin, as the trustee and the parent of Ge Chengyu and
Ge Chenghui, is deemed to be interested in the Shares owned
by Hero Time Ventures Limited and Star Path Ventures Limited.
And Ge Chengyu and Ge Chenghui are respectively deemed
to be interested in the Shares which Hero Time Ventures
Limited and Star Path Ventures Limited hold as beneficiary of
trust.

(6) On 24 June 2019, Mr. Ge Yi entered into a voting right transfer
deed with Hero Time Ventures Limited, Radiant Pearl Holdings
Limited and Star Path Ventures Limited. Hence, Hero Time
Ventures Limited is deemed to be interested in 400,013,250
Shares (long position), being the sum of Shares which Mr.
Ge Yi, Radiant Pearl Holdings Limited and Star Path Ventures
Limited are interested in, pursuant to section 317 of the SFO.

(7) On 24 June 2019, Mr. Ge Yi entered into a voting right transfer
deed with Hero Time Ventures Limited, Radiant Pearl Holdings
Limited and Star Path Ventures Limited. Hence, Star Path
Ventures Limited is deemed to be interested in 400,013,250
Shares (long position), being the sum of Shares which Mr. Ge
Yi, Radiant Pearl Holdings Limited and Hero Time Ventures
Limited are interested in, pursuant to section 317 of the SFO.

(8) On 24 June 2019 Mr. Ge Yi entered into a voting right transfer
deed with Hero Time Ventures Limited, Radiant Pearl Holdings
Limited and Star Path Ventures Limited. Hence, Radiant Pearl
Holdings Limited is deemed to be interested in 400,013,250
Shares (long position), being the sum of Shares which Mr. Ge
Yi, Hero Time Ventures Limited and Star Path Ventures Limited
are interested in, pursuant to section 317 of the SFO.

Save as disclosed above, as at 31 December 2020, 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.
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(6) RZZ—AFEXRAZTMA X CuEBEER
BIRER AR ABRERBRARKERAIR
BRARGIVRAEEZLE - Al - RIEH
HF R EEFIE3171E  HRAIRER QAW
AR 400,013,2500% (47 &) (BPR L4 - BF
EEREBRARREREIRER AR EA S
RIRR D4R R A S o

(7) RZZ—AFEXRAZTMA XA EEER
BIRER AR ABRERBRARKERAIR
BRARGIVRAEEZLE - Al - RIEH
HRHEGOIEI17H  BERalRER QAR
AR 400,013,2500% (47 &) (IR KA -
EERAERRRREREIRER AR EA #ES
HIRR (R 48 FN) R A AR o

(8) RZZ—AFEARAZTMA X CuAEBEER
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HFREEEOIZE317H - BEERBERA AR
R AEMR400,013,2500% (417 &) (BNR LA - 1
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HIRR (7 48 FN) R A A o
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SHARE OPTION SCHEME

The Group did not have any share option scheme for the year
ended 31 December 2020.

DEBENTURES ISSUED

The Company did not issue any debentures for the year ended 31
December 2020.

EQUITY-LINKED AGREEMENT

For the year ended 31 December 2020, 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 28 to the consolidated financial
statements.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES

For the year ended 31 December 2020, as the Board believed
that the value of the Shares of the Company could not reflect
their intrinsic price and the repurchase of Shares would reflect
the Board'’s confidence in the Company’s development prospects,
thus the Company repurchased a total of 5,291,500 Shares on
the Stock Exchange at the total consideration (before deduction
of expenses) of HK$6,283,670. The repurchased 3,200,000
Shares, 2,049,500 Shares and 42,000 Shares were subsequently
cancelled on 19 June 2020, 20 July 2020 and 21 December 2020,
respectively.

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT
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Details of the repurchase are as follows:

Total number
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EEERE

of Shares Highest purchase Lowest purchase Total consideration

Month repurchased price per Share price per Share (before expenses)

HK$ HK$ HK$

=Rl ERERGOHE BRESHBEE ERBEBEE BARE (MR ZAT)

BT BT BT

June 2020 5,249,500 1.26 1.12 6,234,095
—EZEFRA

October 2020 42,000 1.19 1.18 49,575
—TZFE+A

Save as disclosed above, neither the Company, nor any of [ FFiHEEZN » AN T sk T B A M E

its subsidiaries had purchased, sold or redeemed any of the

RBE_Z_ZTF+_A=T-HILEFEABEE

Company’s listed securities for the year ended 31 December
2020.

PRE-EMPTIVE RIGHT

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

TAX RELIEF EXEMPTION

The Directors are not aware of any tax relief and exemption
available to the Shareholders by reason of their holdings of the
Company’s securities.

CHARITABLE DONATIONS

During the Review Year, the Group made charitable and other
donations in a total amount of RMB3.3 million.
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UNDERTAKINGS OF NON-COMPETITION

Mr. Ge Yi and Cavalli had entered into the Deed of Non-
competition in favour of our Company (for itself and as trustee
for the benefit of each of its subsidiaries), under which Mr. Ge
Yi and Cavalli had 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 anybody 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, senior
officer, partner, agent, lender, employee, consultant or
otherwise, and whether for profit, reward or otherwise; and

o take any action which interferes with or disrupts or may
interfere with or disrupt our business (as defined in the
Prospectus) 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 Deed of Non-
competition.

In 2020, Mr. Ge Yi personally controlled more than 30% of the
voting rights of the Company’s shares, so he was still regarded
as a controlling shareholder and subject to the Deed of Non-
competition.

The Company has received the annual confirmation from Mr. Ge Yi
in respect of his compliance during the Reporting Period with the
non-competition undertakings under the Deed of Non-competition
issued to the Company in 2020.

The independent non-executive Directors have reviewed the
compliance with the Deed of Non-competition during the
Reporting Period based on data and the confirmation provided or
given by Mr. Ge Yi and are satisfied that he had complied with the
Deed of Non-competition.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHBE AT
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2020, no Directors 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.

RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTION

During the Review Year, the Group entered into certain
transactions with related parties as defined in accordance with
applicable accounting standards, and details of which are set out
in note 33 to the consolidated financial statements of this annual
report. Such related party transactions include the connected
transactions (fully exempted pursuant to Chapter 14A of Listing
Rules). The Company confirms that it has complied with the
disclosure requirements in accordance with Chapter 14A of
Listing Rules.

MATERIAL LITIGATION

For the year ended 31 December 2020, 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. The Group has
taken out and maintained directors’ liability insurance throughout
the year, which provides appropriate cover for the Directors.
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 2020. The
permitted indemnity provision was in force during the year ended
31 December 2020 for the benefit of the Directors.
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AUDIT COMMITTEE

The Audit Committee has reviewed with the management the
accounting principles and practices adopted by and the audited
consolidated financial statements of the Group for the year ended
31 December 2020.

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 102
to 127 of this annual report.

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 2020. 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 AGM, 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 AGM.

Tsaker Chemical Group Limited ¥ Z{t 2 EEHER AT
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CLOSURE OF THE REGISTER OF MEMBERS

The Register of Members will be closed from 6 May 2021 to
11 May 2021, 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 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong, not later than 4:30
p.m. on 5 May 2021.

By order of the Board
GE Yi
Chairman and Chief Executive Officer

Beijing, the PRC, 26 March 2021
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Report of Corporate Governance

The Board hereby presents the corporate governance report of
the Company for the period from 1 January 2020 to 31 December
2020.

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 four Board committees, including the
Audit Committee, the Nomination
Committee and the ESG Committee. The Board has delegated to
the Board committees responsibilities as set out in their respective
terms of reference.

the Remuneration Committee,

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

As at the end of the Reporting Period, the Board comprised
three executive Directors, one non-executive Director and three
independent non-executive Directors, as set out below:

Executive Directors:

Mr. GE Yi (Chairman and Chief Executive Officer)
Mr. BAI Kun (Chief Financial Officer and Joint Company Secretary)
Ms. ZHANG Nan

Non-executive Director:

Mr. FONTAINE Alain Vincent

Independent non-executive Directors:

Mr. HO Kenneth Kai Chung
Mr. ZHU Lin
Mr. YU Miao

The biographies of the Directors are set out in the section headed
“Directors and Senior Management” of this annual report.

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.

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.
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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 Directors 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 Group’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 Group’s performance,
position and prospects to enable the Board as a whole and each
Director to discharge their duties.

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.
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A summary of training received by the Directors for the Reporting
Period according to the records provided by the Directors is as
follows:
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Nature of
Continuous Professional
Development

Name of Directors EERE HESERRAEME

Executive Directors HITES

Mr. GE Yi XREE B C

Mr. BAI Kun BHEX4E A C

Ms. Zhang Nan SR+ B, C

Non-executive Director FHITES

Mr. FONTAINE Alain Vincent FONTAINE Alain Vincent%t 4 B, C

Independent non-executive Directors BYFHITES

Mr. HO Kenneth Kai Chung fAIRUR S0 B,C

Mr. ZHU Lin KREAE A, C

Mr. YU Miao FaeAE ©

Notes: Hia -

A attending seminars and/or conferences and/or forums and/or A : HERSER S5k SmER,HE
briefings weg

B: reading materials on various topics, including corporate B: BEZRENZENME  SEBRELES
governance matters, directors’ duties and responsibilities, B EERAREEBE - FmRIEHMMEEE
Listing Rules and other relevant laws 151

@3 participating in training provided by law/accounting firms and C: SN#2ED S SE IR R Y| EmARQ T

that relating to the business of the Company

BEBENEI
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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

Mr. GE Yi, being the executive Director, has entered into a service
contract with the Company for a term of three years commencing
on 15 June 2018, which is subject to renewal upon mutual
agreement.

Mr. BAI Kun, being the executive Director, has entered into a
service contract with the Company for a term of three years
commencing on 23 August 2019, which is subject to renewal upon
mutual agreement.
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Ms. ZHANG Nan, being the executive Director, has entered into
a service contract with the Company for a term of three years
commencing on 10 January 2019, which is subject to renewal
upon mutual agreement.

Each of the non-executive Director and the independent non-
executive Directors has entered into a letter of appointment with
the Company for a term of three years commencing from 15 June
2018, renewable upon mutual agreement.

No Director has entered into a service contract with the Company
or any of its subsidiaries which is of a duration exceeding three
years or which is not determinable within one year without
payment of compensation (other than statutory compensation).

In accordance with article 16.19 of the Articles of Association,
one-third of the Directors for the time being (or if their number is
not a multiple of three, the number nearest to but not less than
one-third) will retire from office by rotation and will be eligible
for re-election at every annual general meeting, provided that
every Director shall be subject to retirement by rotation at least
once every three years. Therefore, Mr. BAI Kun, Ms. ZHANG Nan
and Mr. FONTAINE Alain Vincent will retire by rotation and being
eligible, will offer themselves for re-election as the Director at the
forthcoming AGM.

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.
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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 Board 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.

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 Reporting Period, five Board meetings and one annual
general meeting were held, and the attendance of the individual
Directors at these meetings is set out in the table below:
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Meeting Attended/ Meeting Attended/

Number of Number of

Board meetings General meetings
Directors =S FEeE EEgXE HESE BREAEXH
Executive Directors HITES
Mr. GE Yi XREE 5/5 1/1
Mr. BAI Kun HELAE 5/5 1
Ms. ZHANG Nan DR R 5/5 11
Non-executive Director FHTES
Mr. FONTAINE Alain Vincent FONTAINE Alain Vincentst 4 5/5 11
Independent non-executive Directors BV FEHTES
Mr. HO Kenneth Kai Chung AR R & 5/5 1/1
Mr. ZHU Lin KREE 5/5 1/1
Mr. YU Miao FREAE 5/5 1/1
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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.

During the Reporting Period, 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.
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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;

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

(e) to review the Company’s compliance with the corporate
governance 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 comprises three members, namely Mr. ZHU
Lin (chairman), Mr. HO Kenneth Kai Chung and Mr. YU Miao, all
of which are independent non-executive Directors.

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;
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to monitor the integrity of the Company’s financial
statements and annual report and accounts, half-year
report and, if the prepared for publication, quarterly
reports, and to review significant financial reporting
judgments contained in them;

in reviewing these reports mentioned above before
submission to the Board, focusing particularly on:

(1) any changes in accounting policies and practices;

(i) major judgmental areas;

(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;

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;

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;

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

to review 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
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8. to review the Company’s compliance with the corporate
governance 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.

During the Reporting Period, the Audit Committee held a total of

two meetings to discuss and consider the following:

° it reviewed the annual results of the Company and its
subsidiaries for the financial year ended 31 December
2019 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 2020; and

. it reviewed the financial reporting system, compliance
procedures, internal control (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.

The attendance of members of the Audit Committee at the

meetings are set out in the following table:
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Actual attendance/Required attendance

Name of members EEHR EHERE EHERE
Mr. ZHU Lin KIFRILE 2/2
Mr. HO Kenneth Kai Chung AR B % 2/2
Mr. YU Miao FarE 2/2
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NOMINATION COMMITTEE REEZES

The Nomination Committee comprises three members, namely Mr.  1EZZ8€h =GR EMAK DX CEL (ZFE) -
GE Yi (chairman), Mr. HO Kenneth Kai Chung and Mr. ZHU Lin, of {AIRREEERARELE  HBARXRSEEARTE
which Mr. GE Yi is an executive Director and Mr. HO Kenneth Kai = > M{ARUE AR RARA LR ABY IENITES -
Chung and Mr. ZHU Lin are independent non- executive Directors.

The main duties and responsibilities of the Nomination Committee 1RHRZEE@WTER/SFIT

are as follows:

1. 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;

2. 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;

3. to assess the independence of the independent non-
executive Directors;
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4. to review the Board Diversity Policy, as appropriate, and THEBATRNESEKREZ TLER
review the measurable objectives that the Board has RN EEZERNTESTENEZ TILEER

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;

58 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
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6. to examine the assessment standards for Directors and
senior management appointed by the Board, conduct the
relevant assessments and make recommendations to the
Board.

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.

DIRECTORS’ NOMINATION CRITERIA AND PROCEDURES

The Nomination Committee has also followed certain selection
criteria and nomination procedures in relation to new appointments
and re-appointments of Directors. The selection criteria for
assessing candidates include, in particular, his/her educational
background and professional qualifications, experiences in the
industry, personality and integrity, as well as his/her contributions
to diversity of the Board according to the Board Diversity Policy.

In the case of re-appointment of Directors, the Nomination
Committee would take into account factors such as contribution
from the retiring Directors. Where the candidate is appointed
for the position of independent non-executive Director, the
Nomination Committee will also assess his/her independence
with reference to the requirements set out in the Listing Rules. In
appointing a new Director, the Nomination Committee and/or the
Board will first identify potential candidates. After the Nomination
Committee evaluated the candidates based on the selection
criteria, the Nomination Committee will nominate one or more
qualified candidates for the Board’s consideration and the Board
will determine and agree on a preferred candidate.
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BOARD DIVERSITY POLICY

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.
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SELECTION CRITERIA: 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.

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

1. the structure, size and composition (including the skills,
knowledge and experience) of the Board;

2. 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

3" the Board Diversity Policy.

The attendance of members of the Nomination Committee at the
meeting is set out in the following table:
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Actual attendance/Required attendance

Name of members ZEHR EHERE S EHERE
Mr. GE Yi XEE 1/1
Mr. HO Kenneth Kai Chung fAIRUAR L A& 11
Mr. ZHU Lin KRLE 1/1
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REMUNERATION COMMITTEE

The Remuneration Committee comprises three members, namely
Mr. YU Miao (chairman), Mr. HO Kenneth Kai Chung, and Mr. ZHU
Lin, all of which are independent non-executive Directors.

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

1. 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;

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

3. 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;

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

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

6. 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;
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7. 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

8. to ensure that no director or any of his associates is
involved in deciding his own remuneration.

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 meetings to discuss and consider the following:

1. the 2020 and 2021 remuneration packages of Directors
and senior management;

2. the employee remuneration policies and structure of the
Group; and
3. the cash bonus plan of the Group for the year 2020.

The attendance of members of the Remuneration Committee at the
meetings is set out in the following table:
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Actual attendance/Required attendance

Name of members ZEHR EHERE S EHERE
Mr. YU Miao FkE 1/1
Mr. HO Kenneth Kai Chung fAIRUAR S A& 1/1
Mr. ZHU Lin KRIRFEE 11

ESG COMMITTEE

The ESG Committee consists of five members, namely Ms.
DUAN Weihua (chairman of the committee, chief development
officer of the Group), Mr. DUAN Weidong (general manager
of the dye division), Mr. LIU Wei (general manager of the
pigment division), Mr. YANG Fuguang (administrative director of
Tongguang manufacturing base) and Mr. SHI Bingfeng (general
production manager of Tsaker Dongao production base), all of
which are management members of the Company with relevant
environmental, social and governance knowledge and experience.
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The main duties and responsibilities of the ESG Committee are as
follows:

1. to identify related issues that have a significant impact
on the Group’s operations and/or the interests of other
important stakeholders in relation to environmental, social
and governance aspects;

2. to provide guidance for and review the Group’s
environmental, social and governance vision, goals and
strategies, and make recommendations to the Board to
approve relevant environmental, social and governance
initiatives;

3. to monitor and review emerging environmental, social and
governance trends and issues, provide guidance for the
development of the Group’s environmental, social and
governance vision based on relevant circumstances, and
provide advisory opinions on management of the current
and emerging issues that affect Group’s environmental,
social and governance;

4. to review and adopt risk assessment of the Group’s impact
on health, safety, environment and society;

o to set the Group’s environmental, social and governance
goals, indicators, key performance indicators and
measures, monitor the implementation of relevant
measures, and evaluate the effectiveness of relevant
measures;

6. to adopt and update the policies on production safety,
environmental protection, social responsibility management
and corporate governance of the Group when necessary;

7. to assist the Board in preparing the annual environmental,
social and governance report in accordance with the
disclosure requirements of the Listing Rules and the
Environmental, Social and Governance Reporting Guide
(set forth in Appendix 27 to the Listing Rules) for its
consideration, approval and disclosure;
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8. to review and monitor the Group’s environmental, social
and governance policies and practices to ensure
compliance with legal and regulatory requirements;

9. to review and evaluate the performance and terms of
reference of the committee to ensure that the committee
operate at optimal efficacy and recommend changes that it
deems appropriate for the approval of the Board; and

10. other matters authorized by the Board related to health,
safety, environment, social responsibility and corporate
governance.

REMUNERATION OF SENIOR MANAGEMENT

The remuneration of senior management of the Company
(including three Directors, whose biographies are set out on page
76 of this annual report) during the Reporting Period falls under
the following bands:
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Further particulars of Directors’ remuneration and the five highest
paid employees as required to be disclosed pursuant to Appendix
16 to the Listing Rules are set out in notes 8 and 9 to the
consolidated financial statements respectively.
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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 Reporting Period
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 auditor regarding their
reporting responsibilities on the consolidated financial statements
of the Company is set out in the Independent Auditor's Report on
pages 128 to 135 of this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL
Responsibility of the Board

The Board acknowledges that it is the responsibility of the
Board for ensuring that the Company establishes and maintains
appropriate and effective risk management and internal control
systems, to safeguard Shareholders’ investments and the
Company’s assets, and review the effectiveness of such systems
by the Audit Committee on an annual basis.

The Audit Committee assists the Board in the performance of its
regulatory and corporate governance role in the Group’s financial,
operational, compliance, risk management and internal controls,
as well as financial and internal audit functions. Risk management
and internal control systems can only make reasonable but not
absolute guarantees to prevent major misrepresentations or
losses, which are designed to manage rather than eliminate the
risk of failing to meet business objectives.
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Internal audit department

The Group has established an Internal Audit Department, whereby
such department plays an important role in monitoring the internal
governance of the Group. The major responsibilities of the
internal control department include standardizing and reviewing
operating risks, financial positions and internal control of the
Group, as well as conducting regular and comprehensive audits
of all subsidiaries and affiliates of the Group. The Internal Audit
Department reports to the Audit Committee at its annual meeting
in respect of the adequacy and effectiveness of its work in the
previous year and the work plan for the following year.

Risk management and internal control system

The Group adopted the three lines of defence model in the
management of risk. Operational management forms the core
of the first line of defence as they contact with the risk sources
in the first place. They are responsible for identifying, reporting
and preliminarily managing risks in their daily operations. Our
second line of defence is aimed to facilitate and monitor the
implementation of effective risk management practices by
operational management and assists risk owners in defining
risk exposures and reporting adequate risk-related information
throughout the Group. Our internal audit function is the core of the
third line of defence and mainly responsible for checking, auditing
and monitoring the work performed by the first and second lines
of defence.

The Group’s risks are identified from business processes in our
established enterprise-wide risk assessment methodologies.
We select key participants across the Group who are involved
in each of the business process as interviewees to identify the
risks to form our risk universe. Each risk within the risk universe is
assessed in terms of likelihood of occurrence and the significance
of impact, taken into account the current internal controls in place
to mitigate these risks. The risk assessment results are reported
to senior management, the Audit Committee and the Board for the
confirmation of our risk response strategies and the development
of our improvement measures, based on their preferences towards
risk, the available resources for risk mitigation, and the current
controls in place. The Board and the Audit Committee assess
and review the effectiveness of the Group’s risk management
and internal control systems (covering all key controls including
strategy, finance, operation, and compliance controls) on an
annual basis.
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During the Review Year, the Company reviewed the report
prepared by the Internal Audit Department containing the
investigation results and improvement suggestions as well as the
management letter prepared by the external auditor, and promptly
took appropriate improvement measures to mitigate the risks.

The Company’s internal control system is based on Internal
Control-Integrated Framework of the Committee of Sponsoring
Organisations of the Treadway Commission (“COSO"), and has
five components, namely Control Environment, Risk Assessment,
Control Activities, Information and Communication, and Monitoring
Activities. The system intends to facilitate the design and
functioning of good control practices and reduce the likelihood
and impact of risks to an acceptably low level, in order for us to
achieve our objectives in operations, reporting, and compliance.

Any material internal control defects identified are timely
communicated and carefully evaluated for their potential impacts.
The departments or functions who are owners of these controls,
are required to propose corrective measures and obtain approval
from management before implementation. The implementation
status is monitored by both management and the Internal Audit
Department to ensure these control defects are properly resolved
in a timely manner.

The Group has also established policies and procedures
for the handling and dissemination of inside information,
including “Material Information Internal Reporting System of
Tsaker Chemical Group Limited” and “Information Disclosure
Management System of Tsaker Chemical Group Limited”. The
information or data to be disclosed should be properly reviewed
and approved by our compliance functions and management to
ensure its timeliness, accuracy, sufficiency and effectiveness, and
is closely monitored after disclosure.

During the Review Year, the Board has reviewed the risk
management and internal control system of the Group, and
considered that the design and implementation of the risk
management and internal control system of the Group are
effective and efficient in all material respects.
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AUDITOR’S REMUNERATION

The remuneration of the auditor in respect of the audit and non-
audit services provided to the Company for the Reporting Period
is as follows:
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Amount (RMB)

Type of services BR 753 Al 2B (AR%R)
Audit services %8RS 2,710,000
Non-audit services in relation to: BN TS ERIERZRE
Interim results reviewing FEAR AR 700,000
Agreed upon procedure ETERF 50,000
Total HET 3,460,000

COMPANY SECRETARIES

Ms. YANG Xue has resigned as the Joint Company Secretary
of the Company due to work reallocation with effect from 11
December 2020. Following Ms. YANG Xue's resignation as
the Joint Company Secretary, the executive Director Mr. BAI
Kun has been appointed as the Joint Company Secretary with
effect from 11 December 2020. For details, please refer to the
Company’s announcement dated 11 December 2020. Mr. BAI Kun
is responsible for advising the Board on corporate governance
matters and ensuring that the Board policy and procedures, and
the applicable laws, rules and regulations are 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 Mr. BAI Kun to
discharge her duties as one of the joint company secretaries of
the Company. Mr. BAI Kun is the primary contact person of the
Company.

For the year ended 31 December 2020, Ms. YANG Xue 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.
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DIVIDEND POLICY

On 30 November 2018, the Board approved and adopted a
dividend policy (the “Dividend Policy”).

According to the Dividend Policy, the Company may distribute
dividends in (i) cash; (ii) shares; or (iii) a combination of cash or
shares. When deciding whether to propose/declare dividends
and in determining the dividend amount, the Board will take into
consideration, amongst others, the general financial position,
operating results, liquidity position and capital requirements of
the Group, and the distribution shall be made in accordance with
applicable rules and regulations (including the Companies Law of
the Cayman Islands) and subject to restrictions under the Articles
of Association.

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, 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.
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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.

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.
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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 lIslands
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@tsaker.com.

CONSTITUTIONAL DOCUMENTS

There was no change in the Articles of Association during the
Reporting Period.

Report of Corporate Governance
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Independent Auditor’s Report

e
EY:

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

Central, Hong Kong

Opinion

We have audited the consolidated financial statements of Tsaker
Chemical Group Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 136 to 254 which comprise the
consolidated statement of financial position as at 31 December
2020, 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 notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2020, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing ("HKSASs”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report. We are independent of the Group
in accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHFEA T
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Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our
audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial
statements.

Independent Auditor’s Report
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Key audit matters (continued)

Recognition of deferred tax
assets

Several of the Company’s
subsidiaries had accumulated
tax losses of RMB81 million
as at 31 December 2020. The
Group has recognised deferred
tax assets of RMB18 million
against the tax losses to the
extent that the realisation
of the related tax benefits
through future taxable profits is
probable.

Recognition of deferred
tax assets requires critical
management judgement about
the likelihood and magnitude of
creating future taxable profits to
offset the tax losses, including
expectations for future prices
of products, expected sales
volumes and production costs,
as well as consideration of
impact from COVID-19. Actual
profits are likely to be different
from those forecasts since
anticipated events frequently
do not occur as expected and
unforeseen events may arise,
and their impact on estimates
and forecasts may be material.

The Group’s accounting
policies and disclosures about
the deferred tax assets are
included in Note 2.4 Summary
of significant accounting
policies, Note 3 Significant
accounting judgements and
estimates and Note 27 Deferred
tax to the consolidated financial
statements.

w4

Tsaker Chemical Group Limited ¥%&

How our audit addressed
the key audit matter

Our audit procedures included,
amongst others, evaluating
the assumptions used in
projecting the expected future
taxable profits such as future
prices of products, expected
sales volumes and production
costs, and consideration of
impact from COVID-19, by
comparing these key inputs
with the Group’s historical
data and economic forecasts
as well as by reviewing
supporting documents for
those assumptions made such
as sale contracts and budget
prepared by management,
and assessing the income tax
rate applicable to the deferred
tax assets to be recognised.
We involved our tax experts to
assist us with corporate income
tax reconciliation review. We
also reviewed the adequacy
of disclosures made in the
Group’s consolidated financial
statements in respect of the
recognition of deferred tax
assets.
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Key audit matters (continued)
Impairment of property, plant
and equipment

At 31 December 2020, the
Group’s property, plant and
equipment (“PPE”) were RMB1,477
million. The Group is required
to review PPE for impairment
whenever events or changes
in circumstances indicate that
their carrying amounts may not
be recoverable. Management
performed an impairment
assessment on such PPE by
determining the recoverable
amounts of the cash generating
units (“CGUs”") that the PPE
are allocated to. As a result of
the impairment assessment,
impairment loss of RMB18 million
was recognised during the year
ended 31 December 2020 for PPE
to be disposed.

Auditing management’s impairment
assessment of PPE was complex
due to the significant estimates and
judgments involved. Recoverable
amount of PPE in use is based
on value-in-use amount. The
management assesses the
value-in-use amount by using
the projections of future cash
flows, including the future prices
of products, expected sales
volumes, production costs and
discount rates. Recoverable
amount of PPE to be disposed of
is based on expected disposal
consideration less cost of
disposal. These estimates and
judgments may be affected
by unexpected changes in
the future market or economic
conditions.

The Group’s accounting policies
and disclosures about the
impairment assessment of PPE
are included in Note 2.4 Summary
of significant accounting policies,
Note 3 Significant accounting
Judgements and estimates and
Note 13 Property, plant and
equipment to the consolidated
financial statements.

How our audit addressed
the key audit matter

We obtained an understanding of
controls over the PPE impairment
assessment process.

For those PPE where value-in-use
is used as recoverable amount,
we compared the methodology
used by the Group with industry
practice, and assessed the
significant assumptions used
in the calculations, which are
comprised of, amongst others,
future prices of products,
expected sales volumes,
production costs and discount
rates, by comparing them
with the Group’s historical
data as well as by reviewing
supporting documents for those
assumptions made such as sale
contracts and industry reports.
We also analysed the historical
accuracy of management’s
estimates. In addition, we
involved our valuation specialist
to assist us with assessing
the valuation methodologies
and the assumptions used,
including the discount rates.
We performed a sensitivity
analysis to the significant
assumptions described above
to assess the changes to the
recoverable amounts of the
CGUs resulting from changes in
these assumptions.

For those PPE to be disposed
where fair value less cost of
disposal is used as recoverable
amount, we assessed the
significant assumptions, such as
expected disposal consideration,
and disposal-related costs by
reviewing price quotes and
subsequent disposal agreements.

We also reviewed the adequacy
of disclosures made in the
Group’s consolidated financial
statements in respect of the
impairment assessment of PPE.

Independent Auditor’s Report
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Other information included in the Annual Report

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.

Responsibilities of the directors for the consolidated
financial statements

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong 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.

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations or have no realistic
alternative but to do so.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHFEA T
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Responsibilities of the directors for the consolidated
financial statements (continued)

The directors of the Company are assisted by the Audit Committee
in discharging their responsibilities for overseeing the Group’s
financial reporting process.

Auditor’s responsibilities for the audit of the consolidated
financial statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’'s report that includes our opinion. 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.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

o Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Independent Auditor’s Report
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Auditor’s responsibilities for the audit of the consolidated
financial statements (continued)

Obtain an understanding of internal control relevant to
the audit 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
Group’s internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

Tsaker Chemical Group Limited & {t L EB AR AT
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Auditor’s responsibilities for the audit of the consolidated
financial statements (continued)

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Wong Kwok Yin.

Ernst & Young
Certified Public Accountants

Hong Kong

26 March 2021
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeEsERkEMEENER

Year ended 31 December 2020
BE_ZT-_TFE+_A=1t—HIFE

2020 2019
—BCEH —ENF
Notes RMB 000 RMB 000
HtaE ARET T ARBTTT
REVENUE g 5] 1,275,274 1,818,347
Cost of sales SHERA (829,939) (777,390)
Gross profit EF 445,335 1,040,957
Other income and gains HAn A R 5 15,188 9,517
Selling and distribution expenses HE R HEMAX (41,578) (44,914)
Administrative expenses TERF X (178,206) (188,357)
Other expenses HippAx (20,766) (15,466)
Impairment losses on property, W - BE REFEREEIE
plant and equipment (18,241) (52,035)
Finance costs TSRS 6 (32,444) (31,661)
Exchange gains/(losses), net FE WU (E18) F58 7,995 (8,402)
PROFIT BEFORE TAX BRBE AR R 7 177,283 709,639
Income tax expense FriS B 10 (32,684) (191,355)
PROFIT FOR THE YEAR FERER 144,599 518,284
OTHER COMPREHENSIVE INCOME HhZ2EUz
Other comprehensive income AR ERHREEN D ES
that may be reclassified to BamH ek
profit or loss in subsequent (HRHIR)
periods (net of tax):
Exchange differences on translation & /GINEFHIE H =58
of foreign operations (21,670) 8,396
Other comprehensive income HREGBEINSENHEE
that will not be reclassified to B E M 2 IR
profit or loss in subsequent (kR#IA)
periods (net of tax):
Equity investments designated BERAABEF=EESE
at fair value through other STAEMEERE ([RAA
comprehensive income EETEEEEEH T AR
(“FvoCI’) 2HEHKE ) 2 BERE 716 (4,715)

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al



Consolidated Statement of Profit or Loss and Other Comprehensive Income
meBEskEMEZERAR

Year ended 31 December 2020
HE_Z-TF+-_A=+—HILFE

2020 2019
g g 55 —E-NF
Notes RMB 000 RMB 000
s AR%T T ARBT T
OTHER COMPREHENSIVE INCOME fHRHEttZ2E W - HRBIE
FOR THE YEAR, NET OF TAX (20,954) 3,681
TOTAL COMPREHENSIVE INCOME SR 2HEUKzSE%E
FOR THE YEAR 123,645 521,965
Profit attributable to: TEATEMLEF)
Owners of the parent BRAREAR A 144,875 517,927
Non-controlling interests el (276) 357
144,599 518,284
Total comprehensive income THATEEEERZREE
attributable to:
Owners of the parent ERAREAR A 123,921 521,608
Non-controlling interests eV M (276) 357
123,645 521,965
EARNINGS PER SHARE BAREERERETA
ATTRIBUTABLE TO ORDINARY EihERER
EQUITY HOLDERS OF
THE PARENT
Basic and diluted (expressed in AEARNEE
RMB per share) (RERARES|R) 12 0.14 0.50
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Consolidated Statement of Financial Position

e TR R

31 December 2020
B ey =

31 December 31 December

2020 2019
=ECTF —TNF
+=—HA=+—8H +=ZA=+—H
Notes RMB 000 RMB 000
k3 AR®T T ARBT T
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BENERE 13 1,477,147 1,521,318
Right-of-use assets FERAEEE 14(a) 93,843 83,907
Intangible assets | EE 16 19,625 22,726
Equity investments designated BERANEBEFZAEE
at FVOCI FFAEMEEWE 2 RIERE 15 50,218 51,230
Deferred tax assets BLERIBEE 27 43,016 39,912
Other non-current assets HiIEREEE 11,707 5,884
Total non-current assets JERMBEERE 1,695,556 1,724,977
CURRENT ASSETS RENEE
Inventories 78 17 177,787 274,208
Trade receivables Z 5 el z18 18 135,164 203,276
Notes receivable e EE 19 82,177 82,761
Prepayments and other receivables B 7RI & H fib i U 308 20 148,695 187,438
Financial assets at fair value BARBEF=EHEEZS
through profit or loss AABSZERMEE 21 1,709 -
Restricted cash 2RI\ L 22 760 3,896
Cash and cash equivalents RERBEZEY 22 101,240 104,844
Total current assets mEEEAE 647,532 856,423
CURRENT LIABILITIES REBEE
Trade payables & 5N FIE 23 178,901 283,273
Other payables and accruals H o fE A 7B N BT & 24 86,328 119,807
Contract liabilities EHEE 11,514 16,088
Interest-bearing bank and T ERIT REAER
other borrowings 25 282,000 264,274
Income tax payable AN IIEE 10,651 42,849
Current portion of long-term REAME R BN EREE
borrowings 25 28,212 19,646
Total current liabilities mEB B ERE 597,606 745,937

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al



Consolidated Statement of Financial Position

e BRI R

31 December 2020

—E-FFF+A=+—H

31 December

31 December

2020 2019
=TCTF —TNF
t=A=+t-8 +-A=+-=
Notes RMB 000 RMB 000
k3 AR®T T ARBTIT
NET CURRENT ASSETS REEEFE 49,926 110,486
TOTAL ASSETS LESS CURRENT BEERABER
LIABILITIES 1,745,482 1,835,463
NON-CURRENT LIABILITIES ERBEE
Deferred income RIEUA 26 21,177 23,434
Deferred tax liabilities BEHIBA G 27 5,250 12,144
Interest-bearing bank and sTESRITRAEMMER
other borrowings 25 39,440 29,885
Lease liabilities HESE 14(b) 323 3,559
Total non-current liabilities SEMBI B ERE 66,190 69,022
Net assets BEFE 1,679,292 1,766,441
EQUITY s
Equity attributable to owners BAREE AELER
of the parent
Share capital f& A 28 66,713 67,088
Reserves s 29 1,612,579 1,699,077
1,679,292 1,766,165
Non-controlling interests FEFE NS RE 2 - 276
Total equity AR 1,679,292 1,766,441
Ge Yi Bai Kun
XX BHE
Director Director
EZE EE
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Consolidated Statement of Changes in Equity
mEERBEX

Year ended 31 December 2020
HE_Z-TF+-_A=+—HILFE

Attributable to owners of the parent

BRTRAARE
Fair value
reserve of
Safety financial Non-
Treasury Share  Capital production Statutory assetsat Translation Retained controlling Total
Share capital ~ shares  premium  reserve fund  reserve FVOCl  reserve profits Total interests equity
BRAAEE
FEEER
Hit it
2ENEY
tHEEL
Exd ] MEE

Bx  EERG BOEE  ERER S iERR i EXRE REEH & FEREE RGER
RMB'000  RMB000  RMB'000  RMB000  RMB'000 RMB000  RMB000 RMB'O00  RMB'000 RMB'000  RMB'000  RMB000
ARHTL ARNTR ARBTR ARETR ARETR ARMTZ ARMTR ARNTR ARBTR ARETR ARETZ ARMTR

At 1 January 2020 W-Z-FF-f-H 67,88

632,318  (105,894) 54550 131,469 (5720) 54914 937440 1,766,165 216 1,766,441

Profitfor the year ERE - - - - - - -
Other comprehensive ~ FREM2ENE
income for the year - - = o S o 7

144,875 144,875 (276) 144,599

6 (21670)

(20954)

(20954)

Total comprehensive  FR2ENELEE

income for the year - - - - - - 6 (21,670) 144875 123,921 (276) 123,645
Repurchase of own shares EREAR( - (578 - - - - - - - (57%) - (579
Dividend distriowted to ~ AEFRERIRE

sharefolders (Aore 77)  (Wit11) - - (205,056) - - - - - - (205,036) - (205,056
Cancellation of own shares s HEAR(R (375) 5738  (5363) - - - - - - - - -
Transferto statutory ~ EREEEEE

reserve - - - - - 20,720 - - (20,720) - - -
Appropriation fo safety ~ BAZ24EAS

production fund - - - - 9,129 - - - (9,129) - - -
At31 December 2020  R-E-Z%

+-A=1+-H 66,713 - A2,899° (105894  63,679*  152,189* (5,004 33,244* 1,052,466* 1,679,292 - 1,679,292
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Consolidated Statement of Changes in Equity

Year ended 31 December 2020
HE_Z-TF+-_A=+—HILFE

Attributable to owners of the parent

BRAREE AR
Fair value
reserve of
Safety financial Non-
Share  Treasury Share Capital production  Statutory ~ assetsat Translation  Retained controlling Total
capital shares  premium  reserve fund  reserve FVOCI  reserve profits Total interests equity
BALERE
REEEL
BRI
2EkEL
SREEL
ZhEE MR

B Ekh  RbEE  EAEE B EERE
RMBOOD RMB00 RMBOOD  RMBOO0  RMB000  RMB000
ARETR ARBTT ARMTR ARBTT ARMTR ARETR

R EXGRE  RERN g FEREE  BaLE
RMB000  RMB000  RMB000  RMBOO0  RMBOO0  RMBO0)
ARETRL ARMTR ARMTE ARETL ARETL ARETR

At 1 January 2019 ROE-NE-A-B 67491 (11031) 650828  (105764) 4823 7949

Profit for the year EREF| _ _ _ _ _ _
Other comprehensive ~ FREM2ENE
income for the year = = . E - -

(1006) 46518 544587 1,319,096 789 1,319,885

= - oMmeer 61797 37 518,284

(4715) 8,396 = 3,681 = 3,681

Total comprehensive  ER2ENEEE

income for the year - = = = = =
Repurchase of own shares ERIE &R = (7.882) - - - =
Acquisition of W nhER

non-controlling interests - - - (130) - -
Dividend distributed to AR FHRRMRE

shareholders (Noe 77)  (it11) - -
Cancellation of own shares sEAEER( (403) 18913 (18510) = = -

Transfer to statutory ERSITRE

reserve - - - = - R0
Appropriation to safety ~ BAZ24EES

production fund - - - - 6,327 =

(4715) 8396 517921 521,608 37 521,965
= = = (7.882) = (7.882)

i ) - e (100

- - (e65)  (66527) - (65

- - (50) L . -

- - B3) - - -

At31 December 2019 WZE-NF
+2A=1-H 67,088 - BR318 (105804 BAB50T  131.469°

(5720 54914 937.440" 1,766,165 216 1,766,441

These reserve accounts comprise the consolidated reserves of  *
RMB1,612,579,000 and RMB1,699,077,000 in the consolidated
statements of financial position as at 31 December 2020 and

31 December 2019, respectively.

ZERERREIREEMBRAEZARS B A
—ETF+ A=t HERZZE-AF+=
A=+—Hz&EF&eREARK1,612,579,0007T
B AR #1,699,077,0007T °
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Consolidated Statement of Cash Flows
GmEEHERER

Year ended 31 December 2020

BHEZ

ToTE+-A=+—AILFE

2020 2019
ft St 223 —ZT-hF
Notes RMB 000 RMB 000
HteE AR%T T AR®ET T
CASH FLOWS FROM RETHREHRERE
OPERATING ACTIVITIES
Profit before tax R 5% B A 177,283 709,639
Adjustments for: FTIFIEELFE
Finance costs TSR AR 6 32,444 31,661
Exchange losses/(gains), net [EHEE, (W) F58 (1,998) 990
Interest income FEWA ] (240) (410)
Dividend income from equity investments BEAnEEFEAHEE
at FVOCI and financial assets FTAE M2 E R E 2 IR
at fair value through profit or loss ERENMIRARBETE
BE#HFTAERZ
ERLEE 2 REWA 5 (703) (2,399)
Loss on disposal of items of property, HEME - BEMREER
plant and equipment EOE=ES 7 4,220 5,410
Loss on termination of a lease RIET BB 101 -
Fair value gains of financial assets BAnBEGFEEE#ZS
at fair value through profit or loss FFABRIERMEEL
AR BEKE (530) -
Depreciation of property, plant and Y BERERETE
equipment 18] 90,659 67,647
Depreciation of right-of-use assets FREEENE 14(a) 9,302 4,961
Amortisation of intangible assets A B 16 2,370 1,101
Amortisation of deferred income AT U AN 5 (2,607) (3,081)
Impairment of trade receivables B 5 EWGRIE R E 7 1,347 23
Impairment of property, plant and Yz - BRE REERE
equipment 7 18,241 52,035
Write-down of inventories to FEWRZE A EIREE
net realisable value 7 8,535 1,991
338,424 869,568
Decrease/(increase) in inventories HFERD /(Em) 87,886 (66,200)
Increase in trade receivables B 5 IR GRIEIE N (1,461) (92,113)
Decrease in prepayments and TE A< FRIE K H A fE U R IB R
other receivables 13,667 85,953
Decrease in trade payables B 5 M RIER (51,771) (15,582)
(Decrease)/increase in other H b e 08 K e B
payables and accruals CRiA),/ #hn (51,710) 22,136
(Decrease)/increase in contract liabilities ~ &Z8E& G ),/ & (4,575) 8,333
Decrease/(increase) in restricted cash SRRIBEIRAD () 3,136 (2,922)
Cash generated from operations A EE IR S 333,596 809,173

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al



Consolidated Statement of Cash Flows
GEEERER

Year ended 31 December 2020

= —=

F+_A=+—HLFE

2020 2019
—BBHF —Z-hHF
RMB 000 RMB 000
AR%T T AR®ET T

Interest received 2 HF S 240 410
Interest paid ERFE (26,839) (29,723)
Income tax paid ETFTER (87,761) (214,943)
Net cash flows from operating activities KB EEMEBRESREFHE 219,236 564,917
CASH FLOWS FROM RETEMEBRERE

INVESTING ACTIVITIES
Dividends received from equity BERARBEFEAES

investments at FVOCI and financial assets &t A E /& E U 2 IRFEIRE

at fair value through profit or loss MEAhBEFEAHEE

TAERCEREEZRE 703 2,399

Proceeds from disposal of financial assets H&ERALBEEBHEEE)

at fair value through profit or loss AFABRZEREEMSHIA 3,740 =
Purchases of items of property, BEME  KERKEEE

plant and equipment (20,824) (153,437)
Purchases of intangible assets BEELEE - (20,742)
Proceeds from disposal of items of HEME  BMEMREEER

property, plant and equipment FriszE 1,804 1,521
Purchases of equity investments BEREEAABEFZEAH

designated at FVOCI BEETARLMEEREZ

(& 1z & (2,000) (46,658)

Proceeds from government grants XY 6 B PT 1S 3R IR 350 3,200
Prepaid land lease payment TEfT T EFRIE (18,277) -
Purchase of financial assets BEREAREEIZEEE

at fair value through profit or loss FATABRSREE (4,859) -
Net cash flows used in investing activities RE&EEBFAAIR S REFHE (39,363) (213,717)
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Consolidated Statement of Cash Flows
GEEERER

Year ended 31 December 2020

BHEZ

ToTE+-A=+—AILFE

2020 2019
ft St 223 —ZT-hF
Notes RMB 000 RMB 000
bteE ARBTT ARBTTT
CASH FLOWS FROM BMEITBRERERE
FINANCING ACTIVITIES
New bank loans and other borrowings IRITE R R E M ISR 30 373,160 339,459
Decrease in restricted cash for RITERRHEMERZZR
bank loans and other borrowings BHEamD 30 - 28,793
Acquisition of non-controlling interests U B FEYE AR A 2 - (1,000)
Repurchase of own shares EAEI=REgh) (5,738) (7,882)
Repayment of bank loans and BERITERREMBER
other borrowings 30 (342,940) (662,126)
Principal portion of lease liabilities HEBEZAEHS 30 (4,901) (358)
Dividend paid BfIKRE (205,056) (66,527)
Net cash flows used in financing activities EI& EFEFTAR TR E/F5E (185,475) (369,641)
NET DECREASE IN CASH AND ReRBEEEYRDFE
CASH EQUIVALENTS (5,602) (18,441)
Cash and cash equivalents FUNRERBELEZFED
at beginning of the year 22 104,844 124,275
Effect of foreign exchange rate EREFFHMNFE
changes, net 1,998 (990)
CASH AND CASH EQUIVALENTS FRAERREEEY
AT END OF THE YEAR 22 101,240 104,844

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al



Notes to Financial Statements

CORPORATE AND GROUP INFORMATION

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

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

o manufacture and sale of dye and agricultural
chemical intermediates

o manufacture and sale of pigment intermediates
o environmental technology consultancy services
° manufacture and sale of battery materials

In the opinion of the Directors, the de facto controller of the
Company is Mr. Ge Yi, who holds 51.63% voting right of the
Company.

B 15 B LB

31 December 2020
B = =

RAREEEHEHR

RABR—ZRKRASHSTMEAZIONER A
Al o AR EMPFERA MU RZP.O. Box
472, 2nd Floor, Harbour Place, 103 South
Church Street, George Town, Grand
Cayman, KY1-1106, Cayman Islands °

ARBR—FKBREERAR - RFER - AR
AMMBAREENEATES

© AREER(CSRERMBOEENY
&=

. BRI PR A EMAE
. RIR BN 6 A AR TS
. BM B EEMEE

EERA  AAARKEHEAR L -
BEBAARRAS.63%MILTIE -
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Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

CORPORATE AND GROUP INFORMATION 1. RFAREEEEH (&)
(continued)
Information about subsidiaries EEMBATER
Particulars of the Company’s principal subsidiaries are as AATEERBLATHEEBEEHIOT -
follows:
Place and date of Issued ordinary/  Percentage of equity
incorporation/ registered share interest attributable
Name establishment capital to the Company  Principal activities
i/ BRTERR/
A8 RIBERAS ifks  ALARERERAL TERE
%
Direct Indirect
B B
Tsaker Chemical (Hongkong) Co., Limited Hong Kong HKD34,174,000 100 - Investment holding and sale of chemicals
(Tsaker Hongkong) 2 September 2010 REBRRIEmHE
YELE (BE) BRAR (REEE) 0 34,174, 00057
“E-ZEAACH
Tsaker Chemical Industry Group (Cangzhou) Hebei, People’s RMB70,000,000 - 100 Investment holding
Co., Limited (Tsaker Chemical Industry) Republic of China (*PRC’) RARR
28 September 2017
YR ISE (BM) BRAR (FRLI)" EARLAE (HE) At AR70,000,0007
“EEAAZTNR
Tsaker Chemical (Cangzhou) Co., Limited Hebei, PRC RMB55,000,000 - 100 Production and sale of chemicals
(Tsaker Cangzhou) 23 September 2005 tEREENHE
PELE (BN) BRAR (REEM)* hE AR 55,000,000
“ZRREAACTER
Hebei Tsaker Chemical Co., Limited Hebei, PRC RMB130,000,000 - 100 Production and sale of chemicals
(Hebei Tsaker) 7 May 2013 2R ENEE
MIHELERDERAT (TLFE) = hE ARE130,000,0007T
ZE-Z51AtA
Tsaker Chemical (Dongying) Co., Limited Shandong, PRC RMB250,000,000 - 100 Production and sale of chemicals
(Tsaker Dongymg) 20 May 2014 BREENHEE
YRS (RE) RRAR (FERE) hELR ARE250,000,0007
ZE-MERAZTA
Tsaker Technology (Beijing) Co., Limited Beijing, PRC RMB100,000,000 - 100 Technical support and sale of chemicals
(Tsaker Beijing) 17 October 2013 R R EmEE
YRR (tR) BRAD (FELR) hELR AR¥100,000,0007T
ZE-=ETATtA
Shandong Tsaker Dongao Chemicals Co., Limited ~ Shandong, PRC RMB200,000,000 - 100 Production and sale of chemicals and leasing
(Tsaker Dongao) 15 March 2004 EREENEERRE
WRPERRBERAR (VERR) " REIE ARE200,000,0007T
“ETNE=ATEA
Tsaker Chemical (Xiajin) Company Limited Shandong, PRC RMB10,000,000 - 100 Production and sale of chemicals
(Tsaker Xiajin) 2 December 2016 tEmEENHE
PRI (B2 BRAR (FVEER) TS AR%10,000,0007T
“ENEtZAZH
Tsaker Chemical (Singapore) Private Co., Limited  Singapore USD7,500 - 100 Sale of chemicals
(Tsaker Singapore) 8 July 2016 tEmHE
PRI Gimgt) LABRAR (HEHIR) %ﬂ] % 75007
-Z- /@JEH \B
Tsaker Technology (Tmnm) Company Limited Tianjin, PRC RMB20,000,000 - 100 Sale of chemicals
YRUE (R2) BRAR 5 February 2018 EREE
hERE ARH20,000,0007
Z3-\$ZR%A
Hasun Group Limited British Virgin Islands USD10,000 100 - Investment holding
2 November 2017 REZK
ABERRHS 10,000%7
Z2—t5+-AZH
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2.1

CORPORATE AND GROUP INFORMATION
(continued)

Information about subsidiaries (continued)

The above table lists the subsidiaries of the Group which,
in the opinion of the Directors, principally affected the
results for the year or formed a substantial portion of
the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

* Registered as wholly-foreign-owned enterprises under
PRC law

*x Registered as limited liability companies under PRC law

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 Hong Kong
Companies Ordinance. They have been prepared under
the historical cost convention except for equity investment,
certain financial assets and notes receivable which have
been measured at fair value. These financial statements are
presented in Renminbi (“RMB”) and all values are rounded
to the nearest thousand 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 2020. 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).

Notes to Financial Statements

2.1

M ERMEE

31 December 2020
B = =

DERAEEER (F)

FHRNELARER (&)

EREI2AREMBAR - NEERLY
AEREEEBEATESIBUASEFEE
ZEERS - EERREHEMHBERAT 2
HEGTHEEHBRILE

* RIEPEEREMKAINEBELE

* RIEPEVEREMASER AR

R

RPBEHRRTDBRIBEERBSTNAE ([HEE
AEAE]) BEHONBEMBREER ([F
BUBREEND(BRBFEV RS E
8- EEGER ([FESER) k2
B) BELRSFRREE R BEAIHE
BERGH - BRERAOAEEHEZRER
B RUSBMEERBRERIN  YHR
RERBELRAEFRBEMA - AARE
(TARK]D 2% METMAESBETERE
REAM T - ESHZAERID -

I

BHEE

REVBRREBARAREMBAR (5
BAIAER]) BE_T_TF+-_A=
T-HLEFENMBERE - WEARIEHRAE
ARIEERSEEEG 2 ER (BREBEE
B8) - EhlEREMASEEN KBRS E
BREHRNEBETOZHIFBEERR - AWaE
MEEEHREHRNEN (L AKER
RERIEEREHRBEBEDNREGEN)
FEOHHE
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2.1

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.

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al

Notes to Financial Statements

2.1

M ERMEE

31 December 2020
B ey =

RBEEE (F)
SHEE (&)

WARRERKFAEZREREHRFIRAK
ZHNRRREIBLEN - AERERRFE
HREDHREAURERE NS ZBMEEE
ZERIER - 8%

(a) HEEEHSHEMEZEZEANEGD
ZHE

(b) REEMEORTNERN @ K

(c) ZFAEBEMNREENEERFER -

ME AR EARRZMBE®EK 2B EHREA
R YRA-BZEHBRE - HEAR

CEERARNEREGEREE ARES A
R EEABEHRKLEERR/L -

BaMEMEE RS2 K EAKS BBR
AEBR AR ZHEE ARIFERER - AE
LRSS BB BAGHR - IAE
BASEERERAREZR S ZEBNER
AEEENAE  #xm - W AXkBAE
MEENZ A ER 2R



2.1

2.2

BASIS OF PREPARATION (continued)
Basis of consolidation (continued)

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 above. 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.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

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

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9,
HKAS 39 and
HKFRS 7

Interest Rate
Benchmark Reform

Amendment to HKFRS 16 Covid-19-Related Rent
Concessions

(early adopted)

Amendments to HKAS 1 and  Definition of Material
HKAS 8

The nature and the impact of the revised HKFRSs are
described below:

Notes to Financial Statements

2.1

2.2

M ERMEE

31 December 2020
B = =

REEE (77)
SHEE (&)

WEERBEABT EXMEARZ G ERE
Pt = TR 4% %Hﬁ%Z—IE‘JZyIEHﬁE“Tt

AEEGEMFHESTENRIRES - X
BREEHRZMBA T%ﬁﬁ%f“\_\%@ﬂﬁ
RERR AR

HAREREHHER R 242 - A& LE

RONZHMBRAIZEE (REEE) kA8
&+ (i) fa] FE 428 AR IR 3R 4 2 2 BR T8 B K (i)
RiEm ANk s RETEREZ5 0 RERNHE
WREBZARBE: (HFTRBEAREZA
REERI)EERPERE L ES 2 B
B8 - ERIEREMEZEKREANER 2RSS
BRGSO EF D EEBEIARB R A (L0
HEg) HRESEASEEELERBEES
BEMBEEACELERR -

EHERREEEZEE

AEBRANFERBHERRE RO TEE
RIEBMIEIHMELER -

BRMT G EAEIN B EE
ZIEFT

AR BREENFSS - FIEHEEL
B ERERE395 &
BBV BMEEANETHR
ZAEE]

BRRHEMEERE
ZIER]

1658 Covid-1916/6# %

B (FEFHRA)

ERGENFIHRR
BR G RRESR 2R

EAHEE

W BB R S
mF :

BRIz HERFETH
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(a)

(b)

Amendments to HKFRS 3 clarify and provide
additional guidance on the definition of a business.
The amendments clarify that for an integrated
set of activities and assets to be considered
a business, it must include, at a minimum, an
input and a substantive process that together
significantly contribute to the ability to create
output. A business can exist without including
all of the inputs and processes needed to create
outputs. The amendments remove the assessment
of whether market participants are capable of
acquiring the business and continue to produce
outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together
significantly contribute to the ability to create
outputs. The amendments have also narrowed the
definition of outputs to focus on goods or services
provided to customers, investment income or other
income from ordinary activities. Furthermore, the
amendments provide guidance to assess whether
an acquired process is substantive and introduce
an optional fair value concentration test to permit a
simplified assessment of whether an acquired set
of activities and assets is not a business. These
amendments had no impact on the consolidated
financial statements of the Group, but may impact
future periods should the Group enter into any
business combinations.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7
address issues affecting financial reporting in the
period before the replacement of an existing interest
rate benchmark with an alternative risk-free rate
(“RFR”). The amendments provide temporary reliefs
which enable hedge accounting to continue during
the period of uncertainty before the introduction
of the alternative RFR. In addition, the amendment
require companies to provide additional information
to investors about their hedging relationships
which are directly affected by these uncertainties.
The amendments did not have any impact on the
financial position and performance of the Group.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(c)

(d)

Amendment to HKFRS 16 provides a practical
expedient for lessees to elect not to apply lease
modification accounting for rent concessions
arising as a direct consequence of the covid-19
pandemic. The practical expedient applies only to
rent concessions occurring as a direct consequence
of the pandemic and only if (i) the change in lease
payments results in revised consideration for the
lease that is substantially the same as, or less
than, the consideration for the lease immediately
preceding the change; (ii) any reduction in lease
payments affects only payments originally due
on or before 30 June 2021; and (iii) there is no
substantive change to other terms and conditions
of the lease. The amendment is effective for annual
periods beginning on or after 1 June 2020 with
earlier application permitted and shall be applied
retrospectively. The amendment did not have any
impact on the financial position and performance of
the Group as there were no lease payments reduced
or waived by the lessors as a result of the COVID-19
pandemic during the year ended 31 December
2020.

Amendments to HKAS 1 and HKAS 8 provide a
new definition of material. The new definition states
that information is material if omitting, misstating
or obscuring it could reasonably be expected to
influence decisions that the primary users of general
purpose financial statements make on the basis
of those financial statements. The amendments
clarify that materiality will depend on the nature or
magnitude of information, or both. The amendments
did not have any significant impact on the financial
position and performance of the Group.
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2.3

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.

Amendments to HKFRS 3

Amendments to HKFRS 9,
HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 17

Amendments to HKFRS 17

Amendments to HKAS 1

Amendments to HKAS 16

Amendments to HKAS 37

Annual Improvements to
HKFRSs 2018-2020

Reference to the Conceptual
Framework ?

Interest Rate Benchmark
Reform — Phase 27

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

Insurance Contracts

Insurance Contracts > °

Classification of Liabilities as
Current or Non-current? ®

Property, Plant and
Equipment.: Proceeds
before Intended Use?

Onerous Contracts — Cost
of Fulfilling a Contract?

Amendments to HKFRS 1,
HKFRS 9, lllustrative
Examples accompanying
HKFRS 16, and HKAS 412
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2.3

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

1

Effective for annual periods beginning on or after 1
January 2021

Effective for annual periods beginning on or after 1
January 2022

Effective for annual periods beginning on or after 1
January 2023

No mandatory effective date yet determined but
available for adoption

As a consequence of the amendments to HKAS 1,
Hong Kong Interpretation 5 Presentation of Financial
Statements — Classification by the Borrower of a Term
Loan that Contains a Repayment on Demand Clause
was revised in October 2020 to align the corresponding
wording with no change in conclusion

As a consequence of the amendments to HKFRS 17
issued in October 2020, HKFRS 4 was amended to
extend the temporary exemption that permits insurers to
apply HKAS 39 rather than HKFRS 9 for annual periods
beginning before 1 January 2023
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2.3

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 described below.

Amendments to HKFRS 3 are intended to replace a
reference to the previous Framework for the Preparation
and Presentation of Financial Statements with a reference
to the Conceptual Framework for Financial Reporting
issued in June 2018 without significantly changing its
requirements. The amendments also add to HKFRS 3 an
exception to its recognition principle for an entity to refer to
the Conceptual Framework to determine what constitutes
an asset or a liability. The exception specifies that, for
liabilities and contingent liabilities that would be within
the scope of HKAS 37 or HK(IFRIC)-Int 21 if they were
incurred separately rather than assumed in a business
combination, an entity applying HKFRS 3 should refer to
HKAS 37 or HK(IFRIC)-Int 21 respectively instead of the
Conceptual Framework. Furthermore, the amendments
clarify that contingent assets do not qualify for recognition
at the acquisition date. The Group expects to adopt the
amendments prospectively from 1 January 2022. Since the
amendments apply prospectively to business combinations
for which the acquisition date is on or after the date of
first application, the Group will not be affected by these
amendments on the date of transition.
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2.3

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

Amendments to HKAS 1 clarify the requirements for
classifying liabilities as current or non-current. The
amendments specify that if an entity’s right to defer
settlement of a liability is subject to the entity complying
with specified conditions, the entity has a right to defer
settlement of the liability at the end of the reporting
period if it complies with those conditions at that date.
Classification of a liability is unaffected by the likelihood
that the entity will exercise its right to defer settlement of
the liability. The amendments also clarify the situations that
are considered a settlement of a liability. The amendments
are effective for annual periods beginning on or after 1
January 2023 and shall be applied retrospectively. Earlier
application is permitted. The amendments are not expected
to have any significant impact on the Group’s financial
statements.

Amendments to HKAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment
any proceeds from selling items produced while bringing
that asset to the location and condition necessary for it
to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds
from selling any such items, and the cost of those items,
in profit or loss. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be
applied retrospectively only to items of property, plant and
equipment made available for use on or after the beginning
of the earliest period presented in the financial statements
in which the entity first applies the amendments. Earlier
application is permitted. The amendments are not expected
to have any significant impact on the Group’s financial
statements.
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2.3

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

Amendments to HKAS 37 clarify that for the purpose of
assessing whether a contract is onerous under HKAS 37,
the cost of fulfilling the contract comprises the costs that
relate directly to the contract. Costs that relate directly to
a contract include both the incremental costs of fulfilling
that contract (e.g., direct labour and materials) and an
allocation of other costs that relate directly to fulfilling that
contract (e.g., an allocation of the depreciation charge
for an item of property, plant and equipment used in
fulfilling the contract as well as contract management and
supervision costs). General and administrative costs do
not relate directly to a contract and are excluded unless
they are explicitly chargeable to the counterparty under the
contract. The amendments are effective for annual periods
beginning on or after 1 January 2022 and shall be applied
to contracts for which an entity has not yet fulfilled all its
obligations at the beginning of the annual reporting period
in which it first applies the amendments. Earlier application
is permitted. Any cumulative effect of initially applying the
amendments shall be recognised as an adjustment to the
opening equity at the date of initial application without
restating the comparative information. The amendments are
not expected to have any significant impact on the Group’s
financial statements.
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2.3

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

Annual Improvements to HKFRSs 2018-2020 sets out
amendments to HKFRS 1, HKFRS 9, lllustrative Examples
accompanying HKFRS 16, and HKAS 41. Details of the
amendments that are expected to be applicable to the
Group are as follows:

o HKFRS 9 Financial Instruments: clarifies the fees
that an entity includes when assessing whether the
terms of a new or modified financial liability are
substantially different from the terms of the original
financial liability. These fees include only those
paid or received between the borrower and the
lender, including fees paid or received by either the
borrower or lender on the other’s behalf. An entity
applies the amendment to financial liabilities that
are modified or exchanged on or after the beginning
of the annual reporting period in which the entity
first applies the amendment. The amendment is
effective for annual periods beginning on or after 1
January 2022. Earlier application is permitted. The
amendment is not expected to have a significant
impact on the Group’s financial statements.

o HKFRS 16 Leases: removes the illustration of
payments from the lessor relating to leasehold
improvements in Illustrative Example 13
accompanying HKFRS 16. This removes potential
confusion regarding the treatment of lease
incentives when applying HKFRS 16.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Fair value measurement

The Group measures its equity investments, certain
financial assets and notes receivable at fair value at the
end of each reporting period.

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.

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.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value measurement (continued)

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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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, deferred tax assets 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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2.4

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

(1)
(i)
(iii)

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:

(i)

(i)

(iii)

(iv)

(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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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 23% 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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2.4

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 are
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.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least
at each financial year end.

Technological know-how

Purchased technological know-hows are stated at cost
less any impairment losses and are amortised on the
straight-line basis over their estimated useful lives of 10
years.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Intangible assets (other than goodwill) (continued)
Research and development costs

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

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sell the
asset, how the asset will generate future economic benefits,
the availability of resources to complete the project and
the ability to measure reliably the expenditure during the
development. Product development expenditure which
does not meet these criteria is expensed when incurred.

Leases

The Group assesses at contract inception whether a
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

(a)

Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease (that is the
date the underlying asset is available for use).
Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments
made at or before the commencement date less any
lease incentives received. Right-of-use assets are
depreciated on a straight-line basis over the shorter
of the lease terms and the estimated useful lives of
the assets as follows:

Leasehold land 13 to 50 years

Office premises and 2 years
apartments for employees

Plant and machinery 2 years

If ownership of the leased asset transfers to
the Group by the end of the lease term or the
cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated
useful life of the asset.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)

(b)

Lease liabilities

Lease liabilities are recognised at the
commencement date of the lease at the present
value of lease payments to be made over the lease
term. The lease payments include fixed payments
(including in-substance fixed payments) less
any lease incentives receivable, variable lease
payments that depend on an index or a rate, and
amounts expected to be paid under residual value
guarantees. The lease payments also include the
exercise price of a purchase option reasonably
certain to be exercised by the Group and payments
of penalties for termination of a lease, if the lease
term reflects the Group exercising the option to
terminate the lease. The variable lease payments
that do not depend on an index or a rate are
recognised as an expense in the period in which the

event or condition that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at
the lease commencement date because the interest
rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change
in the lease term, a change in lease payments
(e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in
assessment of an option to purchase the underlying
asset.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases (continued)
(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease
term of 12 months or less from the commencement
date and do not contain a purchase option). Lease
payments on short-term leases and leases of
low-value assets are recognised as an expense on
a straight-line basis over the lease term.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value
through profit or loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade receivables
that do not contain a significant financing component or for
which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component,
the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at fair value
through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or
for which the Group has applied the practical expedient
are measured at the transaction price determined under
HKFRS 15 in accordance with the policies set out for
“Revenue recognition” below.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Initial recognition and measurement (continued)

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI”) on the principal
amount outstanding. Financial assets with cash flows that
are not SPPI are classified and measured at fair value
through profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial
assets classified and measured at amortised cost are
held within a business model with the objective to hold
financial assets in order to collect contractual cash flows,
while financial assets classified and measured at fair value
through other comprehensive income are held within a
business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which
are not held within the aforementioned business models are
classified and measured 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
marketplace.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement

The subsequent measurement of financial assets depends
on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised in
profit or loss when the asset is derecognised, modified or
impaired.

Financial assets at fair value through other comprehensive
income (debt instruments)

For debt investments at fair value through other
comprehensive income, interest income, foreign exchange
revaluation and impairment losses or reversals are
recognised in profit or loss and computed in the same
manner as for financial assets measured at amortised
cost. The remaining fair value changes are recognised
in other comprehensive income. Upon derecognition,
the cumulative fair value change recognised in other
comprehensive income is recycled to profit or loss.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive
income when they meet the definition of equity under
HKAS 32 Financial Instruments: Presentation and are not
held for trading. The classification is determined on an
instrument-by-instrument basis.

Gains and losses on these financial assets are never
recycled to profit or loss. Dividends are recognised as
other income in profit or loss when the right of payment has
been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably, except
when the Group benefits from such proceeds as a recovery
of part of the cost of the financial asset, in which case,
such gains are recorded in other comprehensive income.
Equity investments designated at fair value through other
comprehensive income are not subject to impairment
assessment.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are
carried in the consolidated statement of financial position
at fair value with net changes in fair value recognised in
profit or loss.

This category includes derivative instruments and equity
investments which the Group had not irrevocably elected to
classify at fair value through other comprehensive income.
Dividends on equity investments classified as financial
assets at fair value profit or loss are also recognised as
other income in profit or loss when the right of payment has
been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the
amount of the dividend can be measured reliably.

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:

o 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.

Notes to Financial Statements

M E R
31 December 2020

—E-EF+-_A=+—H

EXEHBERBE (&)

RERHMEMEE (&)
A&kt 2 (&)
BN EEFEARZGFANRm I L HE

BARBEAEEEZHFABENERE
ERAABEREE VBRI - MR
REEZSFENBETHER -

ZAAR B A AN S B N A RO R R R A
REBEFEAEZHFTAELMEE R ERETT
DEOMTETARBERE - DBAEAR
BEFEAEZEHTABENEREENK
R E BB IR S HERESL B - AR B AR
RAHNREMNERAERAAREARENE
HEREANEER TR BETERREMIK
Ao

RIEBISHEE

TREE (3 (MER) " BemEERN—
Nk —HRABEEMEE — 2D )IEE—F
BN TRIEFER (B BASBERERE
BikRAERPRSIR) -

. WRZHREERSRENENC E
o

. AEECDEBEUREER S RENE
Ao REAEEERE[EF] L8
RAE=STXN2HMFRLRE A
WHMEAER: WH@QEEEZE
EMBAES AR KB b )"
BEERNREZEENBRDD
KEH - BEERZEENE %UFE“

ANNUAL REPORT 2020 FE#&

171



172

2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial assets (continued)

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.

Impairment of financial assets

The Group recognises an allowance for expected credit
losses (“ECLs”) for all debt instruments not held at fair
value through profit or loss. ECLs are based on the
difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation
of the original effective interest rate. The expected cash
flows will include cash flows from the sale of collateral
held or other credit enhancements that are integral to the
contractual terms.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continued)
General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible
within the next 12 months (a 12-month ECL). For those
credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

At each reporting date, the Group assesses whether
the credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and
considers reasonable and supportable information that is
available without undue cost or effort, including historical
and forward-looking information.

For debt investments at fair value through other
comprehensive income, the Group applies the low credit
risk simplification. At each reporting date, the Group
evaluates whether the debt investments are considered to
have low credit risk using all reasonable and supportable
information that is available without undue cost or effort. In
making that evaluation, the Group reassesses the external
credit ratings of the debt investments. In addition, the
Group considers that there has been a significant increase
in credit risk when contractual payments are more than 30
days past due.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continued)
General approach (continued)

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A
financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

Debt investments at fair value through other comprehensive
income and financial assets at amortised cost are subject
to impairment under the general approach and they are
classified within the following stages for measurement of
ECLs except for trade receivables and contract assets
which apply the simplified approach as detailed below.

Financial instruments for which credit risk
has not increased significantly since initial
recognition and for which the loss allowance
is measured at an amount equal to 12-month
ECLs

Stage 1 -

Financial instruments for which credit risk
has increased significantly since initial
recognition but that are not credit-impaired
financial assets and for which the loss
allowance is measured at an amount equal
to lifetime ECLs

Stage 2 -

Stage 3 - Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired)
and for which the loss allowance is
measured at an amount equal to lifetime

ECLs
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continued)
Simplified approach

For trade receivables that do not contain a significant
financing component or when the Group applies the
practical expedient of not adjusting the effect of a
significant financing component, the Group applies
the simplified approach in calculating ECLs. Under the
simplified approach, the Group does not track changes in
credit risk, but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical
credit loss experience, adjusted for forward-looking factors
specific to the debtors and the economic environment.

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, payables, 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 and payables, net
of directly attributable transaction costs.

The Group’s financial liabilities include trade and other
payables interest-bearing bank and other borrowings and
leases liabilities.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (continued)
Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:

Financial liabilities at amortised cost (loans and
borrowings)

After initial recognition, interest-bearing bank and other
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect of
discounting would be immaterial,
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.

in which case they are

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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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Treasury shares

Own equity instruments which are reacquired and held by
the Company or the Group (treasury shares) are recognised
directly in equity at cost. No gain or loss is recognised in
profit or loss on the purchase, sale, issue or cancellation of
the Group’s own equity instruments.

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.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

The Group provides for warranties in relation to the sale of
certain environmental technology equipment for general
repairs of defects occurring during the warranty period.
Provisions for these assurance-type warranties granted by
the Group are recognised based on past experience of
the level of repairs and returns, discounted to their present
values as appropriate.

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.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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.

Deferred tax assets are recognised for all deductible
temporary differences, and 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, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o 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

o 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.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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 and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and
the deferred tax assets and deferred tax liabilities relate
to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle
the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered.
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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, for 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 over the expected useful life of the relevant
asset by equal annual instalments.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods
or services.

(a) Sale of industrial products

Revenue from the sale of industrial products is
recognised at the point in time when control of the
asset is transferred to the customer, generally on
delivery of the industrial products.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers (continued)

Notes to Financial Statements
B E R M

31 December 2020
B ey =

24 EBEAREFHERWE (&)

W R (&)
REHEEFEFT v ZEAM M ()

(b)

Provision of consultancy and maintenance services

The Group provides consultancy and maintenance
services that are bundled together with the sale of
environmental technology equipment to customers.
The consultancy and maintenance services can
be obtained from other providers and do not
significantly customise or modify the environmental
technology equipment.

Contracts for bundled sales of environmental
technology equipment and consultancy and
maintenance services are comprised of two
performance obligations because the promises to
transfer the environmental technology equipment
and provide consultancy and maintenance services
are capable of being distinct and separately
identifiable. Accordingly, the transaction price is
allocated based on the relative standalone selling
prices of the environmental technology equipment
and consultancy and maintenance services.

Revenue from provision of consultancy and
maintenance services is recognised over time. The
Group also determines that the customer benefits
from the consultancy and maintenance services
evenly throughout the year. Consequently, the
Group concludes that the best measure of progress
towards complete satisfaction of the performance
obligation over time is a time-based measure
and it recognises revenue on a straight-line basis
throughout the year.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)
Other income

Interest income is recognised 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.

Dividend income is recognised when the shareholders’
right to receive payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably.

Contract liabilities

A contract liability is recognised when a payment is
received or a payment is due (whichever is earlier) from
a customer before the Group transfers the related goods
or services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).

Pension scheme

Employees of the Group’s subsidiaries in 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.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

Where funds have been borrowed generally, and used for
the purpose of obtaining qualifying assets, a capitalisation
rate has been applied to the expenditure on the individual
assets.

Dividends

Final dividends are recognised as a liability when they
are approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in Note 11 to the
financial statements.

Interim dividends and special dividends are simultaneously
proposed and declared, because the Company’s
memorandum and articles of association grant the directors
the authority to declare interim dividends and special
dividends. Consequently, interim dividends and special
dividends are recognised immediately as a liabilities when
they are proposed and declared.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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.

Differences arising on settlement or translation of monetary
items are recognised in profit or loss.

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).
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

In determining the exchange rate on initial recognition of
the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of initial transaction
is the date on which the Group initially recognizes the
non-monetary asset or non-monetary liability arising
from the advance consideration. If there are multiple
payments or receipts in advance, the Group determines
the transaction date for each payment or receipt of the
advance consideration.

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.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into RMB at the weighted average exchange
rates for the year.
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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.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart
from those involving estimations, which have the most
significant effect on the amounts recognised in the financial
statements:

Revenue from contracts with customers

The Group applied the following judgements that
significantly affect the determination of the amount and
timing of revenue from contracts with customers:

(i) Identifying performance obligations in a bundled
sale of environmental technology equipment and
consultancy and maintenance services

The Group provides consultancy and maintenance
services that are sold bundled together with the
sale of environmental technology equipment to
customers. The consultancy and maintenance
services are a promise to transfer services in the
future and are part of the negotiated exchange
between the Group and the customer.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)
Revenue from contracts with customers (continued)
(i) (continued)

The Group determined that both environmental
technology equipment and consultancy and
maintenance services are each capable of being
distinct. The Group also determined that the
promises to transfer the environmental technology
equipment and to provide consultancy and
maintenance services are distinct within the context
of the contract. The environmental technology
equipment and consultancy and maintenance
services are not inputs to a combined item in the
contract. The Group is not providing a significant
integration service because the presence of
the environmental technology equipment and
consultancy and maintenance services together
in the contract does not result in any additional or
combined functionality and neither the equipment
nor the consultancy and maintenance modifies or
customises the other. In addition, the environmental
technology equipment and consultancy and
maintenance services are not highly interdependent
or highly interrelated, because the Group would
be able to transfer the environmental technology
equipment even if the customer declined
consultancy and maintenance and would be able
to provide consultancy and maintenance services
in relation to equipment sold by other distributors.
Consequently, the Group has allocated a portion
of the transaction price to the environmental
technology equipment and the consultancy and
maintenance services based on relative standalone
selling prices.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Judgements (continued)
Revenue from contracts with customers (continued)

(i) Determining the timing of satisfaction of consultancy
and maintenance services

The Group concluded that revenue from consultancy
and maintenance services is to be recognised
over time because the customer simultaneously
receives and consumes the benefits provided by the
Group. The fact that another entity would not need
to re-perform the consultancy and maintenance
services that the Group has provided to date
demonstrates that the customer simultaneously
receives and consumes the benefits of the Group’s
performance as it performs.

The Group determined that the input method is
the best method in measuring the progress of the
consultancy and maintenance services because
there is a direct relationship between the Group’s
effort (i.e., labour hours incurred) and the transfer
of services to the customer. The Group recognises
revenue on the basis of the labour hours expended
relative to the total expected labour hours to
complete the services.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described 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’s 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 (Note
27).
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Provision for expected credit losses on trade receivables
and prepayments and other receivables

The Group uses a provision matrix to calculate ECLs for
trade receivables and prepayments and other receivables.
The provision rates are based on ageing for groupings of
various customer segments that have similar loss patterns.

The provision matrix is initially based on the Group’s
historical observed default rates. The Group will calibrate
the matrix to adjust the historical credit loss experience
with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic products) are
expected to deteriorate over the next year which can lead
to an increased number of defaults in the manufacturing
sector, the historical default rates are adjusted. At each
reporting date, the historical observed default rates are
updated and changes in the forward-looking estimates are
analysed.

The assessment of the correlation among historical
observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also
not be representative of a customer’s actual default in the
future. The information about the ECLs on the Group’s
trade receivables and prepayments and other receivables
is disclosed in Note 18 and Note 20 to the financial
statements, respectively.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (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 the
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,
part of the or the entire carrying value of the assets may
be impaired and the impairment would be charged against
profit or loss.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (continued)

Estimation uncertainty (continued)

Property, plant and equipment — estimated useful lives
and 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.

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.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and has four (2019:
four) reportable operating segments as follows:

(a) the dye and agricultural chemical intermediates
segment produces dye intermediate products for the
use in the production of dye related products and
products for the use in the production of agricultural
chemicals;

(b) the pigment intermediates segment produces
pigment intermediate products for the use in the
production of pigments;

(c) the environmental technology consultancy service
segment engages in environmental protection; and

(d) the battery materials segment engages in the
manufacture and sale of battery materials.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resource 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 that interest income, finance costs and
other unallocated expenses of the Company and corporate
expenses are excluded from such measurement.

The measurement of segment assets and liabilities is the
same as that of the total assets and total liabilities for the
consolidated statement of financial position, excluding
unallocated corporate assets and liabilities, as these assets
and liabilities are managed on a group basis.
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OPERATING SEGMENT INFORMATION 4. REDBER (B)
(continued)
Year ended 31 December 2020 BE-_Z_ZH+-_A=+—HLEE
Dye and Environmental
agricultural technology
chemical Pigment consultancy Battery Total
intermediates  intermediates service materials segments
FHRRE RREM
2RTmEE BRTER EEL EiH ABEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARET R AEET T ARETT ARETT
Segment revenue (Note 5): AHlE (HEs) .
Revenues from external customers RENPZP AR 1,005,412 254,076 7,549 8,237 1,275,274
Intersegment sales PREHE 8,841 = 673 = 9,514
Total revenue Al 1,014,253 254,076 8,222 8,237 1,284,788
Reconciliation %
Elimination of intersegment sales APRHELY (9,514)
Revenue Wi 1,275,274
Segment results AEE 187,091 52,102 (8,725) (52,412) 178,056
Including; B
Interest income WA 107 24 - 7 138
Finance costs BB (24,011) (2,923) (1) (19) (26,954)
Reconciliation %
Interest income FSWA 102
Finance costs HBRA (5,490)
Realisation/(elimination) of intersegment results PEREERE /(43) 584
Corporate and other unallocated gains FREMKANE 4,031
Profit before tax el 177,283
Segment assets AEE 1,883,017 319,849 100,650 299,401 2,602,917
Reconciliation HFE
Elimination of intersegment receivables yorl il GUEEa (521,460)
Corporate and other unallocated assets tERAMAANREE 265,219
Elimination of inventories due to unrealised gains RAERNAMEREE (3,588)
Total assets EELE 2,343,088
Segment liabilities AHEE 613,316 99,977 3,075 384,116 1,100,484
Reconciliation %
Elimination of intersegment payables HHEEATENE (521,460)
Corporate and other unallocated liabilties PEREMANEEE 84,772
Total liabilties L 663,796
Other segment information AEAHER
Impairment losses recognised in profit or loss REENEINRESE 7,962 (5) = 20,166 28,123
Depreciation and amortisation HEREH 60,161 14,897 3,618 22,483 101,159
Capital expenditure® ERFET* 63,615 12,219 - 12,384 88,218

*

plant and equipment and intangible assets.

Capital expenditure consists of additions to property,

* EARXBEREDE  BERREA
BT EE -
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4. OPERATING SEGMENT INFORMATION 4. LEITER (E)
(continued)
Year ended 31 December 2019 BE-_Z—NF+-A=+—HLEE
Dye and Environmental
agricultural technology
chemical Pigment consultancy Battery Total
infermediates  intermediates service materials segments
IHREE RRRIT
EnhRE RS R i e
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ARETT ARETT ARETT ARETT ARETT
Segment revenue (Note 5): AP (Hs)
Revenues from external customers REpgEPHG 1,509,631 263,188 37,003 8,435 1,818,347
Intersegment sales PREHE 3,337 - 5,369 - 8,706
Total revenue pallesy 1,512,968 263,188 42 462 8,435 1,827,063
Reconciliation HE
Elimination of intersegment sales ABREEUH (8,706)
Revenue Wi 1,818,347
Segment results AR 743,363 48121 4,697 (56,069) 740118
Including; B :
Interest income HIEIA 29 115 - 6 350
Finance costs BHBAA (20,980) (660) ) (148) (21,791)
Reconciliation 3
Interest income HEHA 60
Finance costs BBAA (9.870)
Realisation/(elimination) of intersegment results PUMEEER /(HH5) (2,989)
Corporate and other unallocated expenses BEREMAARFAR (17,680)
Profit before tax et 709,639
Segment assets PHEE 2,045,358 286,549 116,427 372,750 2,821,084
Reconciliation %
Elimination of intersegment receivables AREEYGES S (868,477)
Corporate and other unallocated assets PEREMANEEE 632,995
Elimination of inventories due to unrealised gains RAEEREMHHES (4,202)
Total assets BESE 2,581,400
Segment liabilities AHEE 906,711 125,693 12,867 398,907 1,444,178
Reconciliation g/
Elimination of intersegment payables ABRENFELS (868,477)
Corporate and other unallocated liabilities tERAMAARERE 239,258
Total liabilties 8REE 814,959
Other segment information BppHEs
Impairment losses recognised in profit or loss REENRANRESE 11,091 7,428 = 35,530 54,049
Depreciation and amortisation TERES 47,818 15,345 4817 5333 73,313
Capital expenditure® BRER 117,050 15,179 1138 38,898 172,265

*

plant and equipment and intangible assets.
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OPERATING SEGMENT INFORMATION 4. RBEHBER (Z)
(continued)
Geographical information 22 E R
(a) Revenue from external customers (a) KEIBEFHIWK
2020 2019
—ZT-EF —T-NF
RMB 000 RMB 000
AR®T T AREETTT
Mainland China AR B K e 866,378 972,743
India ENE 119,126 173,122
Indonesia ENE eI 64,092 189,131
Germany = 61,551 136,053
United States E&H 43,298 144,833
Spain ik 38,414 60,260
Brazil gric) 33,696 63,559
Taiwan, China m [ & 10,918 26,662
Japan H & 10,055 12,178
Turkey +HH 6,467 14,681
Italy BAH 4,054 10,353
Korea [=4EN 1,128 1,227
Other countries/regions HEMER & 16,097 13,545
1,275,274 1,818,347

The revenue information above is based on the

B s ER TR BEE P EMER

locations of the customers. o
The Group’s non-current assets are substantially located in REBRNIERBEERL KRB AR BE KX
Mainland China. BE
Information about major customers FTEEFEH

In 2020, revenue of RMB196,755,000 was derived from R-ZE-_TF . ARH196,755,0007T H U
sales from the dye and agricultural chemical intermediates mREFAHREEERPRES HE—F
segment to a single customer. BEEHHE °

In 2019, revenue of RMB260,738,000 was derived from
sales from the dye and agricultural chemical intermediates
segment to another single customer.

R-Z—NF - AR¥260,738,0007T &) U
HRARREEE N ERTEESBE I —
BREFEHHE o
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—E-F

— ==

F+-_A=+—H

5. REVENUE, OTHER INCOME AND GAINS 5. W% HtWARKSE
Revenue from contracts with customers REEEFFIT I ZEHH K
Disaggregated revenue information (a) AR ER
For the year ended 31 December 2020 BE-_Z-EF+-A=+—HLEFE
Dye and Environmental
agricultural technology
chemical Pigment  consultancy Battery
intermediates  intermediates service materials Total
LRREE RREN
LERTmHER BRTER EHRH EuE aif
Segments 28 RMB’000 RMB000 RMB000 RMB’000 RMB000
ARBTR ARBTR ARET R ARETR ARETR
Types of goods o setvices ENSRKEL
Sale of chemical intermediates HENBRTHERE LI
and battery materials 1,005,412 254,076 - 8,237 1,267,725
Sale of environmental HERRRTRE
technology equipment - - 2,938 - 2,938
Provision of consultancy and AR BARE
maintenance services - - 4,611 - 4,611
Total revenue from contracts REARFILL A1
with customers Wies 1,005,412 254,076 7,549 8,237 1,275,274
Geographical markets HETS
Mainland China HE AR 695,649 154,943 7,549 8,237 866,378
India 0 45,814 73,312 - - 119,126
Indonesia HERRS 64,092 - - - 64,092
Germany &g 61,551 - - - 61,551
United States e 28,695 14,603 - - 43,298
Spain il 38,414 - - - 38,414
Brazil Ef 33,696 - - - 33,696
Talwan, China HEAE 10,918 - - - 10,918
Japan BA - 10,055 - - 10,055
Turkey 1EH 6,467 - - - 6,467
Italy BAM 4,054 - - - 4,054
Korea =45 1,128 - - - 1,128
Other countries/regions ERER / HE 14,934 1,163 - - 16,097
Total revenue from contracts REBRFFLL
with customers AR ES 1,005,412 254,076 7,549 8,237 1,275,274
Timing of revenue recognition WERIEE
Goods transferred at a point intime ~ REABZEZ 2 &Y 1,005,412 254,076 2,938 8,237 1,270,663
Services transferred over time BERREE 2 R - - 4,611 - 4,611
Total revenue from contracts REBRFFLL
with customers Eraklheayies 1,005,412 254,076 7,549 8,237 1,275,274
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REVENUE, OTHER INCOME AND GAINS

(continued)

Revenue from contracts with customers (continued)

(a)

Disaggregated revenue information (continued)

For the year ended 31 December 2019

Notes to Financial Statements

M E R
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—E-FFF+A=+—H

Wz - HWA R RS (&)

REREFITYZEHANKE (&)
(a) KKz ER (F)
BECR-NF+-A=1T—HLEFE

Dye and Environmental
agricultural technology
chemical Pigment consultancy Battery
intermediates  intermediates service materials Total
IHREE RIRRAT
t2nhHEE R EELS EhE CH
Segments 28 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ARETR ARETT ARETT ARETT ARETR
Types of goods o services ENABRHEY
Sale of chemical intermediates HEERTHEREDIE
and battery materials 1,509,631 263,188 - 8,435 1,781,254
Sale of environmental HERRRE
technology equipment - - 33,079 - 33,079
Provision of consultancy and REFARERRE
maintenance services - - 4,014 - 4,014
Total revenue from contracts REARPIULAN
with customers ioflGatit] 1,509,631 263,188 37,093 8,435 1,818,347
Geographical markets WEME
Mainland China HE AR 753,662 173,553 37,093 8,435 972,743
India 0 113,505 59,617 - - 173,122
Indonesia HERAS 189,131 - - - 189,131
Germany =8 135,761 292 = . 136,053
United States e 128,261 16,572 - - 144,833
Spain [iBigy 60,260 - - - 60,260
Brazil i 63,559 - - - 63,559
Taiwan, China HEAE 26,662 = = = 26,662
Japan A& - 12,178 - - 12,178
Turkey 1EH 14,681 = £ . 14,681
[taly EAF 10,353 - - - 10,353
Korea & 1,227 - = = 1227
Qther countries/regions EER /R 12,569 976 - - 13,545
Total revenue from contracts REARFILAH
with customers gl 1,509,631 263,188 37,093 8,435 1,818,347
Timing of revenue recognition WERARE
Goods transferred at a point in time R (A 2% 2 &%) 1,509,631 263,188 33,079 8,435 1814,333
Services transferred over time R HEER 7 Rk = = 4,014 = 4,014
Total revenue from contracts REARFILAH
with customers gttt 1,509,631 263,188 37,093 8,435 1,818,347
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Notes to Financial Statements
B ERIM=E

31 December 2020
B ey =

5. REVENUE, OTHER INCOME AND GAINS 5. W& HhgARWE (&)
(continued)
Revenue from contracts with customers (continued) REEEFIT I ZANHWE (&)
(a) Disaggregated revenue information (continued) (a) AR FNmER (&)
The following table shows the amounts of revenue TR AREAEBRRN B =S
recognised in the current reporting period that were B BREERRSHINEHER -
included in the contract liabilities at the beginning
of the reporting period:
2020 2019
—ECEHF —E-NEF
RMB 000 RMB 000
ARBT T ARBETTT
Revenue recognised that SRS B
was included in contract EHBERN
liabilities at the beginning BRI
of the reporting period:
Sale of chemical intermediates HELPmhfEee 12,280 2,696
Consultancy and maintenance B N Es
services AR5 3,430 3,705
15,710 6,401
(b)  Performance obligations (b) EBHEMF
Information about the Group’s performance ERAEERBHRENHE R
obligations is summarised below: I

Sale of goods, including chemical intermediates,
battery materials and environmental technology
equipment

The performance obligation is satisfied upon
delivery of the industrial products and payment is
generally due within 30 to 90 days from delivery,
except for new customers and small-sized
customers, where payment in advance is normally
required.

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al

HEEY (BRAEEmTEE B
MHRRREAM R M)

BREERRNITEERERIT X
=M R 2215 #230E90H 2 8 - Bk
MEP RANBIRF R AR AR
AN o



REVENUE, OTHER INCOME AND GAINS
(continued)

Revenue from contracts with customers (continued)

(b)

Performance obligations (continued)
Provision of consultancy and maintenance services

Revenue from the provision of consultancy and
maintenance services is recognised over time and
on a straight-line basis throughout the year.

The amounts of transaction prices allocated to
the remaining performance obligations (partially

5. Wz

Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

Httw AR W ()

REEEZFIT I 2NN (&)
(b) EHEML (E)
TR H R BRI

TR A AR BB M RIS P 1S Uk 2 e 32 B
R - WA FE &R ERERE
é?\]\ &
Rt-—A=+—H EETHTE
MEBEME (BORED) X Z SR

unsatisfied) as at 31 December are as follows: N
2020 2019
—EB-EF —E-NF
RMB 000 RMB 000
AR®T T ARBFT
Amounts expected to be AR B2
recognised as revenue: B
Within one year —FR 187 4,527
After one year —F U E - 187
187 4,714

The amounts of transaction prices allocated to
the remaining performance obligations which
are expected to be recognised as revenue after
one year relate to consultancy and maintenance
services, of which the performance obligations
are to be satisfied within two years. All the other
amounts of transaction prices allocated to the
remaining performance obligations are expected to
be recognised as revenue within one year.

BRI —F MR AR Z iL % T4
TEAOBENR S RER R NER
R - EPRBEHEESERFA
ER o RETHTEOBENMER
XS BEAN —FAEZ /K

m °
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Notes to Financial Statements
B ERIM=E

31 December 2020
B ey =

REVENUE, OTHER INCOME AND GAINS 5. W& HttwARWKE (2)
(continued)
Other income and gains Htt g A R 22
2020 2019
—E-EF —ET-NF
RMB 000 RMB 000
AR®T T AREF T
Bank interest income fﬁﬁﬂl{@%)‘\f o 240 410
Wi i i ZANEETEREE
Dividend income from equity ‘Eﬁ')ﬁﬁﬁﬂ%ﬁ”ﬁlﬁ?’i

investments at FVOCI and
financial assets at fair value

RIBRE RIEAA BE
HEORSEH ABRY

through profit or loss TREEZRBKA 703 2,399
Fair value gains, net: NAEERZFE
Financial assets at fair value BARBEFEEEEZS)
through profit or loss FFIAERCEREE 530 -
Government grants* BT 7 B 10,054 3,453
Sale of materials and scrap SHE MR K EER 2,847 2,789
Others EH 814 466
15,188 9,517
i For the year ended 31 December 2020, government 1 BE_R_RE+_A=1—HI#F
grants amounting to RMB10,054,000 (2019: S E&Jﬁ%@ﬁj}/\gﬁmoom,ogon (f
RMB3,453,000) were recognised as income for the ?ihi : /\E%?’!45?'OOOE?\E§E‘€
year necessary to compensate the costs and facilitate 2%@?@4&)\; Eﬂiuﬁﬂﬁﬂiﬁﬁﬁ$%
the Group’s development. There are no unfulfilled Eﬁéﬁ@ °\£§ﬁﬂﬂﬂﬁwm&ﬁ;ﬁ%
conditions or contingencies attached to the grants. PR RSB AARIR o
FINANCE COSTS 6. FIBAA
An analysis of finance costs is as follows: MBRADHIT -
2020 2019
—E-EF —E-NEF
RMB 000 RMB 000
ARBTT ARBT T

Interest on bank loans and

RITE R R EAEFFE

other borrowings 30,023 42 484
Interest on lease liabilities HEBERNS 586 81
Other finance costs A B RS A AN 3,403 9,388
Less: Interest capitalised B BT R (1,568) (20,292)

32,444 31,661
The weighted average interest rate of capitalisation for the BE_Z_TF+_A=1+—HLEFEER
year ended 31 December 2020 was 7.44% (2019: 6.61%). 2B INEFEHFERT7.44% (ZF— N

Tsaker Chemical Group Limited &t 2EBHER A

F:6.61%) °



PROFIT BEFORE TAX

Notes to Financial Statements
B ERIMEE

31 December 2020

—E-EF+-_A=+—H

7.  BRBADER

The Group’s profit before tax is arrived at after charging/ RNEBE KRB AR &0 A (GTA) AT
(crediting): FIEBW

2020 2019

Notes RMB~ 000 RMB 000

HtaE ARET T ARETT

Cost of inventories sold EEFEHAR 827,875 775,653

Cost of services provided
Depreciation of property,

TR AR A AN 2,064 1,737
Y~ B RERETE

plant and equipment 13 90,659 67,647
Depreciation of right-of-use assets TREEENE 14(a) 9,302 4,961
Amortisation of intangible assets B B 2,370 1,101
Research and development costs AR JD N 25,946 18,894
Lease payments not included in the T AHEEETEN

measurement of lease liabilities HEMZK 14(c) 2,097 1,246
Auditor’s remuneration 1% SR B 3,460 3,595
Employee benefit expense EERAMFA

(excluding directors' and (TBEREFRFEETH

chief executive’s remuneration): AEWEFM) :

Wages, salaries and welfare TE - #HekEH 96,254 117,527

Pension and other social insurances RIRe R HAMT SR 9,719 33,574
Exchange (gains)/losses, net X (W), Bi8seE (7,995) 8,402
Dividend income from equity RAnEEFTZEEEE

investments at FVOCI and FTAEMEERE 2

financial assets at fair value IRIERE RIZRA R BB

through profit or loss TR EHEZ8E ABR

2 BRVEE 2R BN (703) (2,399)
Impairment losses on property, Y BE R

plant and equipment AR EE R 13 18,241 52,035
Loss on disposal of items of property, HEWE - BKE &

plant and equipment* RAHIE B B 1E” 4,220 5,410
Impairment of trade receivables* B 5 FEWGRIE R A 18 1,347 23
Write-down of inventories to net GFEMRE R #IRFEE

realisable value 17 8,535 1,991
Donation expenses* IBRE R & 3,300 43
Compensation for termination of VI - B N ERERE

property, plant and equipment B KRR ERE

purchase contracts* 9,609 3,012
Fair value gain, net: AR EERETE

Financial assets at fair value through BEAREEFEAEES)

profit or loss SFABRZERmAE (530) -
* These losses and expenses were recorded as other * ZEBBRAZBEFAGEHMBREN
expenses to the consolidated financial statements. HEMRY o
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Notes to Financial Statements

8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8.

REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a),
(b), (c) and (f) of the Hong Kong Companies Ordinance
and Part 2 of the Companies (Disclosure of Information
about Benefits of Directors) Regulation, is as follows:

M ERMEE

31 December 2020
B ey =

EEREERTHRASHEH

RAFERE ETHA - FAEQREHE
383(1)(a) * (b) * (c)R(ME R A E (KEE
EFEER) ROFE2HREMBEE EER
FEITBABEHBEIIAT ¢

Group
AEE
2020 2019
—EEF —ET-NF
RMB 000 RMB 000
AR®T T AREFIT
Fees e 788 1,250
Other emoluments: HAb < - B
Salaries, allowances and e ERREDET
benefits in kind 3,933 4,626
Performance related bonuses* RIBIEAL™ 768 1,701
Pension scheme contributions RIRE T B R 236 393
4,937 6,720
5,725 7,970

* Certain directors of the Company are entitled
to bonus payments which are determined as a
percentage of the profit after tax of the Group.

Tsaker Chemical Group Limited &t 2EBHER A
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (continued)

(a)

Independent non-executive directors

The fees paid to independent non-executive

Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

8. HEERIEFTHABNHM (&)

(a) BIUFBITES
FRAENBILFATEFZBEHT

directors during the year were as follows: /(N
2020 2019
—B-%F —T-NF
RMB 000 RMB 000
AR®TT ARBFT
Mr. Ho Kenneth Kai Chung IR B A& 194 350
Mr. Zhu Lin RERAEE 200 350
Mr. Yu Miao FEEE 200 350
594 1,050

There were no other emoluments payable to the
independent non-executive directors during the year
(2019: Nil).

RER > YEENBIIFATESN
Hipfe (ZT—heF: &) -
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION (continued)

(b) Executive directors and non-executive

Notes to Financial Statements
B ERIM=E

31 December 2020
B ey =

8. HEHERIEFTHABNHM (&)

(b) HBITESERIUTES

directors
Salaries,
allowances Performance Pension
and benefits related scheme
Fees in kind bonuses contributions Total
g6
=358 Bk
He BENER RARAL HE e a3t
2020 —B-EF RMB'000 RMB 000 RMB 000 RMB 000 RMB 000
ARETR  ARETR ARBTR ARETR  AR%®TR
Executive directors: WTES:
Mr. Ge Vi XELE - 2,848 407 125 3,380
Mr. Bai Kun %L - 898 217 49 1,164
Ms. Zhang Nan ER e - 187 144 62 393
- 3,933 768 236 4,937
Non-executive director: EHTES:
Mr. Fontaine Alain Vincent Fontaine Alain
Vincentt & 194 - - - 194
194 - - - 194
Total & 194 3,933 768 236 5,131

Tsaker Chemical Group Limited ¥, F{t 2 &£ B H R A A



8.

DIRECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION (continued)

(b)

Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

8. EBRIEFTHAENHM (&)

Executive directors and non-executive

directors (continued)

(b) BITEERFUTES ()

Salaries,
allowances  Performance Pension
and benefits related scheme
Fees in kind bonuses  contributions Total
i
AR RiNE
e EniEFl FEA ST it
2019 “Z-hE RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
ARBTT ARETT ARETR ARBTT  ARETR
Executive directors: HITES:
Mr. Ge Vi XEE - 3,582 600 185 4,367
Mr. Bai Kun HERE - 851 413 110 1,374
Ms. Zhang Nan RELL = 193 538 98 829
- 4,626 1,551 393 6,570
Non-executive director: FHRTES:
Mr. Fontaine Alain Vincent Fontaine Alain
Vincentst 4 200 = 150 = 350
200 - 150 - 350
Total At 200 4,626 1,701 393 6,920

There was no arrangement under which a director
waived or agreed to waive any remuneration during

the year (2019: Nil).

REA > BECAEFHEXFRER
BEMEFMLTE (CFE—NF &) -
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9. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
two directors (2019: two directors), details of the
remuneration for the year of the remaining three (2019:
three) highest paid employees who are not directors of the

Company are as follows:

Notes to Financial Statements
B ERIM=E

31 December 2020
B ey =

9. hEBRESFMES

REALERSHFHEREEMEES (=
T-NF MBER) LHARFEEHN
BRTI=2(ZF-NF: =%) ZEFHE
BRFANFMFRBDT

2020 2019

g e 32 —ZE-NEF

RMB 000 RMB 000

AR®T T ARBET T

Salaries, allowances and benefits in kind %% - 2R EWEN 824 655
Performance related bonuses RIBIEAL 1,770 3,658
Pension scheme contributions RSB 78 160
2,672 4,473

The numbers of non-director highest paid employees
whose remuneration fell within the following bands are as

follows:

FMN T AT HENIFEE S 0IES N AR
I

Number of employees

EEAY
2020 2019
—E-EF —E-NF
Nil to RMB1,000,000 % AR%1,000,0007T 2 =
RMB1,000,000 to RMB 1,500,000 AR#1,000,0007E
AR #1,500,0007T 1 2

RMB1,500,000 to RMB2,000,000

RMB2,000,000 to RMB2,500,000

AR#1,500,0007TF
AE#2,000,0007T
AR#2,000,0007TE
AR #2,500,0007T

Tsaker Chemical Group Limited &t 2EBHER A
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10.

INCOME TAX
Cayman Islands

Under the current income tax laws of the Cayman Islands,
the Company is not subject to tax on any income or capital
gain.

Hong Kong

Under the current income tax laws of Hong Kong,
companies are subject to Hong Kong profits tax at 16.5%
on assessable profits arising in or derived from Hong
Kong. One subsidiary of the Group is a qualifying entity
under the two-tiered profits tax rates regime. The first
HK$2,000,000 (2019: HK$2,000,000) of assessable profits
of this subsidiary are taxed at 8.25% (2019: 8.25%) and
the remaining assessable profits are taxed at 16.5% (2019:
16.5%).

Singapore

Under the current income tax laws of Singapore,
companies are subject to Singapore profits tax at 17.0% on
assessable profits arising in or derived from Singapore.

Mainland China

The Company’s subsidiaries in Mainland China are subject
to income tax at 25% unless otherwise specified.

Under the prevailing PRC Corporate Income Tax Law
and the relevant regulations, any dividends paid by the
Company’s PRC subsidiaries from their earnings derived
after 1 January 2008 to the Company’s Hong Kong
subsidiary are subject to a 5% or 10% PRC dividend
withholding tax, depending on the applicability of the
Sino-Hong Kong tax treaty. For the Group, the historical
applicable rate is 5%. The Group is therefore liable for
withholding taxes on retained earnings distributable by
those subsidiaries established in the PRC in respect of
their earnings generated from 1 January 2008.

Notes to Financial Statements

10.

M ERMEE

31 December 2020
B = =

FRE®
HMERS

RERSBENRITMEIE  AARHA
SLAEABRA R E AR EHRTHE ©

BB

RIBEBARTHERE  RREARERBE
A SRR B B S R FE R B U A1) 3R 16.5% Ay B
BB ST - NEE—FHKE QR AT
SHMABHBETAERER - ZHMBLR AN
H2,000,000% 7t (== — J14F : 2,000,000
7S TC) FERR B S A A8.25% (=T — N4 ¢
8.25%) MBI BB - M &R T FE SR B s FII LA
16.5% (ZZE—NF : 16.5%) KT KRBT -

3K

RBFHNBERITAAEBRL - ARIZABRER I
35 E A S 2R B T DN Y FE AR s K192 17.0%
B SR AR DN RIS A ©

B KR

ARBRHBIARMEM B R RAR25% M E
BEH (RBEREERIN) °

RIFIRITH BB RE R EERER -
R=ZTZNF—A—H%  A2EZFEKH
BRARRARRZBSHBARRFRMSZE
B ERFITE 2R B BB H5%K10%
(BT B ERNERBRME) B FE
R BTEIF - MAKEMS - BAEBARE
B5% ° Bt - NEBRE _TENF—A—
BEEZABFHZERFRBIKZHEBA R
Al T oIk ZREBBEFFEBBNHEZES -
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Notes to Financial Statements

10. INCOME TAX (continued) 10.

Mainland China (continued)

M ERMEE

31 December 2020
B ey =

Frg® (&)
REKKE (&)

2020 2019
—E-EF ZE-NF
RMB 000 RMB 000
AR%T T ARBEFTT

Current — Mainland China BNER — AR B KRE
Charge for the year FRZH 40,474 191,339
Underprovision in prior years BAEFEREBTR 733 4,598
Current — Elsewhere BNHER — Efhih 5 1,475 7,342
Deferred (note 27) BEIE (H15t27) (9,998) (11,924)
Total tax charge for the year FARIES L1858 32,684 191,355

A reconciliation of the tax expense applicable to profit
before tax at the statutory rate for Mainland China, in which
the majority of the Company’s subsidiaries are domiciled,
to the tax expense at the effective tax rate is as follows:

FHAPBARE (KRAIKEHHE AR ME
Hb) A E B R 5T E B BR A AR A A e AR IR
FXEZRERTERGTENRBHRZHERN
™

2020 2019
—E-EHF —E-NF
RMB 000 RMB 000
ARET R AREF T
Profit before tax PR AR A 177,283 709,639
Tax at the statutory income BATE TS B % (25%)
tax rate (25%) FTERTIIE 44,321 177,409
Effect of different tax rates BMEEENFE (1,429) 1,080
Non-deductible expenses LIk 153 1,724 2,373
Income not subject to tax BARF A A (2,978) (630)
Additional deduction of research and T 2% AN DO T 08k
development costs (4,159) (3,404)
Adjustments in respect of current 5 BB 1 BRI e B HA A 1B O 3 B
tax of previous periods 733 4,598
Tax losses utilised from previous periods  hF B BRI M T I8 E 1B - (186)
Temporary differences (including RERZ TR Z2E
tax losses) not recognised (PIEFIEERE) 1,198 875
Withholding tax AT (6,726) 9,240
Total income tax expense FriSRif S 12 e 32,684 191,355

210 Tsaker Chemical Group Limited &t 2S£ E AR A 7



11.

Notes to Financial Statements

B AR

31 December 2020
B = =

DIVIDENDS 11. KA
2020 2019
—BCEF —E-NEF
Notes RMB 000 RMB 000
sz ARET T ARBFT
Interim dividend approved and HE/E R S S R R R AR B AR
paid of RMB0.048 per share ARM0.0487C 49,591 =
Final dividend proposed after the end of RS B4 R R R
the reporting period BE (ZZ—hF : ik
(2019: RMB0.092 per share) AR#0.0927T) (a) - 95,532
Special dividend approved by the Board RBEMEREESSHE
after the end of the reporting period ZERIRE (ZE—NF
(2019: RMBO0.058 per share) FARE0.0587T) (a) - 60,227
49,591 155,759
Notes: Wi

(a) The Directors did not recommend the payment of any
final dividend or special dividend for the year.

BEEARFREDRMNEREIAR S
RIRE. -
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12. EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amounts
is based on the profit for the year attributable to ordinary
equity holders of the parent, and the weighted average
number of ordinary shares of 1,035,488,000 (2019:
1,039,263,000) in issue during the year.

The Group had no potentially dilutive ordinary shares in
issue during the years ended 31 December 2020 and
2019.

The calculations of basic and diluted earnings per share
are based on:

Notes to Financial Statements
B ERIM=E

31 December 2020
—E-FFF+A=+—H

12. BLAFEE
F
EREARRBFNDERT R EBRERR
EABMBFRZNRFEANDEITEBRMN
#E 7 15 £01,035,488,0000% (= T — h 4 :
1,039,263,000/%) 5t&

REZEFABREERE

HE_Z-_ZFR-_T-NF+_A=+—
Eiif’$ﬁllﬁﬂ/gﬁﬁfﬁ? EZ2 B
BITERAR -

BREAREERNDENATSEE

2020 2019
—E-TF ZE-NF
Earnings B
Profit for the year attributable to ordinary &/A B & @ALEZSF A AR
equity holders of the parent (RMB000) FRHEMN (AREFIT) 144,875 517,927
Shares REOEA
Weighted average number of ordinary ARETEFRER
shares in issue during the year used BNHFAND BHITL AR
in the basic earnings per share INEFEHE (FR)
calculation ('000) 1,035,488 1,039,263

EARQE
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Notes to Financial Statements
B 7% & BB

31 December 2020
B = =

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ BRERR®E
Machinery
and Office Motor  Construction
Buildings  equipment  equipment vehicles in progress Total

BT HERRE  BARE - HRIE At
RMB000 RMB'000 RMB000 RMB000 RMB'000  RMB'000
ARBTT ARETR ARMTR ARMTR  ARETn ARETR

At 31 December 2019 and 1 January 2020:  R=ZE-A&E+-A=+-BR
S

Z-RE-F-R:
Cost KA 475,688 759,899 17,180 3,104 732,054 1,987,925
Accumulated depreciation and impairment  E:tHTERJRE (101,475)  (314,102) (13,902) (1,595) (35,533)  (466,607)
Net carrying amount REFE 374,213 445,797 3,278 1,509 696,521 1,521,318

At 1 January 2020, net of accumulated AZE_EF-F-B-
depreciation and impairment 2R ERAE 374,213 445,797 3,278 1,509 696,521 1,521,318
Additions RE 34 9,441 401 1,669 59,208 70,753
Disposals e (52) (2,831) (40) (322) @779  (6,024)
Depreciation provided during the year ENRENGE (24,886) (63,845) (1,168) (760) - (90,659)
Impairment AfE o (11,626) - - (6,615)  (18,241)

Transfers & 35,150 89,749 97 - (124,996) -

At 31 December 2020, net of accumulated ~ RZE=FEE+-A=1-H"

depreciation and impairment R EHNERAE 384,459 466,685 2,568 2,096 621,339 1,477,147
At 31 December 2020; R-E-EE+-A=+-H:

Cost A 510,590 844,203 17,268 4,44 627,954 2,004,456

Accumulated depreciation and impairment  ZETERFE (126,131)  (377,518) (14,700) (2,345) (6,615)  (527,309)

Net carrying amount EE%E 384,459 466,685 2,568 2,09 621,339 1,477,147
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Notes to Financial Statements
B ERIM=E

31 December 2020
B ey =

13. PROPERTY, PLANT AND EQUIPMENT 13. Y% BERRE (£Z)
(continued)
Impairment assessment in 2020 —E-BE I RHAENG
As at 31 December 2020, certain equipment of battery R-TE-—FTE+-—F=+—08  SHWHEL
materials production line would be no longer used EH s ETRENEETISI BE A
along with the upgrade of the production techniques. o AR%11,626,00070.2 FEEETHER
An impairment provision of RMB11,626,000 was made NHEEEREERANEE - AR BEES
based on fair values less costs to sell. The fair value was FTERE R-_E-_TFE+-_F=+—§8
derived from market quotations. The fair values less costs AR BEREERA - B EE R E R
to sell, carrying amount and impairment provision as at 31 T :

December 2020 are as follows:

Fair values
less costs Carrying Impairment
to sell amounts provision
DAEREHERA AREE REEE
RMB 000 RMB 000 RMB 000
AR¥ET R ARETR ARETR
Certain equipment of battery EWEERZETRE
materials production line 300 11,926 11,626
Full impairment of RMB 6,615,000 was provided for a HANREFIEBE—IRZMER  EREY
DMAS production line’s construction cost, due to the RZEEFNEENAE - AR%6,615,000
management’s decision of ceasing its construction. JC - BEERTR T RERE -
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Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ BRERRE (&)
(continued)
Machinery
and Office Motor  Construction
Buildings  equipment  equipment vehicles in progress Total
£ BERRE  HOR A8 ERIE A

RMB000  RMB000  RMBOOD ~ RMBOOD  RMB0O0  RMB'000
ARBTE  ARETRE ARETL  ARETL  ARETT  ARETR

31 December 2019 “E2-AFtZA=+-A
At 1 January 2019: RZE-nE-A-H:
Cost KA 403,664 537,158 14,431 2,866 902,176 1,860,295
Accumulated depreciation and impairment  E5HTERUAE (86,179)  (262,204) (13,349) (2,478) - (364,210)
Net carrying amount FEFE 317,485 274,954 1,082 388 902,176 1,496,085
At 1 January 2019, net of accumulated RZE-nE-A-8"
depreciation and impairment IBRZHNERRE 317,485 274,954 1,082 388 902,176 1,496,085
Additions NE 134 15,856 1,669 1,885 132,302 151,846
Disposals e (180) (6,373) (10) (368) - (6,931)
Depreciation provided during the year ERRERNE (15,211) (51,454) (586) (396) = (67,647)
Impairment B (337) (16,165) - - (35,533) (52,035)
Transfers E[ 72,322 228,979 1,123 - (302,424) -

At 31 December 2019, net of accumulated ~ RZE-AETZA=1—-H"

depreciation and impairment TR ZHNERRE 374,13 445,797 3,278 1509 696,521 1,521,318
At 31 December 2019; RZE-NE+ZA=+-H:

Cost AR 475,688 759,899 17,180 3,104 732,054 1,987,925

Accumulated depreciation and impairment 23 E R (101475)  (314,102) (13,902) (1,595) (35,533) (466,607

Net carrying amount REHE 374,213 445,797 3,278 1,509 696,521 1,521,318
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13.

PROPERTY, PLANT AND EQUIPMENT
(continued)

Impairment assessment in 2019

As at 31 December 2019, attributed to a sluggish
market demand and a continuously insufficient capacity
utilisation in two production lines, which were TCCBM
CGU (a production line in pigment intermediates segment
manufacturing TCCBM) and NMP CGU (a production line
in dye and agricultural chemical intermediates segment
manufacturing NMP), management has performed
impairment assessments by comparing the carrying
values of the assets of these CGUs with their recoverable
amounts. The recoverable amounts were estimated
based on their values in use ( “VIU" ) as determined by
discounting the future cash flows to be generated from
the continuing use of these CGUs. The pre-tax discount
rates of TCCBM CGU and NMP CGU were 22.55% and
14.27% respectively. Key assumptions used for the VIU
calculations are unit selling price, production volumes,
unit cost as well as residual values. Based on the above-
mentioned impairment assessments, the recoverable
amounts, carrying amounts and impairment provision of the
TCCBM CGU and the NMP CGU as at 31 December 2019
are as follows:

Notes to Financial Statements

13.

M ERMEE

31 December 2020
B ey =

M BERRE (&)

—F-NFZREFE

RZZE—hE+-_A=1+—8 AR HHE
KEMIEEELS (BITCCBMIR S EA B
(BIETCCBMAEER P HBE H 208 — IR E
&) RNMPIR & &= 4 B A7 (RENMPH LR
MEECERTEEBOIN—IREER)) B
ERFARFSETR  EEBHLZERS
ELBNEENREESRLAMKDCE  #
TRERE - AU Bl & 58 IR RIFE G A Z
ERSELBNELENR KA S REMEE
TEREREE ([FEREME]) 5T - TCCBM
L EL BN FNMPIR & E £ BB ATIT
RED R A22.55% A &14.27% - FAEE
AEFAETrEREAEMERE  EE - B
AR IEME - RiE AR BT 1S - TCCBM
BEELBMUMNMPIREEABURA-ZT—
NE+ZA=+—B2zKkE+%E  KEE
KR ERERT

Recoverable Carrying Impairment

amounts amounts provision

A 45 o5 58 FREE B

RMB 000 RMB“000 RMB 000

ARBTFT ARETFT ARBFT

TCCBM CGU TCCBMBR 2 EE B 3,522 10,966 7,444
NMP CGU NMPIR & = £ B 9,361 17,447 8,086
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13.

Notes to Financial Statements

PROPERTY, PLANT AND EQUIPMENT 13.
(continued)

Impairment assessment in 2019 (continued)

As at 31 December 2019, certain equipment used for
researching and testing during the construction of
the production line of battery materials was no longer
used along with the completion of the construction. An
impairment provision of RMB35,533,000 was made based
on fair values less costs to sell. The fair value was derived
from market quotations. The fair values less costs to
sell, carrying amount and impairment provision as at 31
December 2019 are as follows:

M ERMEE

31 December 2020
B = =

M - BERRE (&)

—E-NFZRERSE (&)

RZZE-hE+-_A=1+—H8 RERE)
MR EE A2 0 R R R 28 ROROBI 2 B T 32 R
BERTHETBFER - AR®35533,000
TLZBERE T ER R A BER &R A E
e RABEDEEMESRE - R=2F—N
F+-A=+—8 2AEBERHERE
BRAEERBERENT

Fair values less Carrying Impairment
costs to sell amounts provision

RN BER
HE KA fRmEE VERIEEG i
RMB 000 RMB 000 RMB 000
AREETTT ARETT ARBEFTT

Certain equipment of IR TRE

construction in process 2,000 37 583 35,5383

Included in the property, plant and equipment as at 31
December 2020 and 2019 were certain buildings with
net book values of RMB8,775,000 and RMB2,046,000,
respectively, of which the property certificates have not
been obtained.

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

R_B-_ZTER_T—NF+=-A=+—H
WME - BEREEEEREDFES A AA
R #8,775,0007T & A R#?2,046,0007T &) &
FRARNEEEEIET

EER/AEEERAZRARERRER
BT  EETRALAEEHTEHAN
SERFARBRUEREAEATE -
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Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

14. LEASES 14. #HE
The Group as a lessee AEBEREBEA
The Group has lease contracts for various items of plant AEBEERARELECHE RS - A
and machinery, office premises, apartments for employees Y- BINEREMBFHELZEBEMNHEE
and other equipment used in its operations. Lump sum BH) o AL B ITMRAIEL — R IERFRAR
payments were made upfront to acquire the leased land FERAE - HER13EL0F - BRIBZ
from the owners with lease periods of 13 to 50 years, S+ MAENGRR  AEEEFTEES T
and no ongoing payments will be made under the terms fAIRIE - BMEREBARPAMERETIAR
of these land leases. The leases of plant and machinery, BREMLENEBR1Z2F - —MME -
office premises, apartments for employees and other REBENA] MAEEUIA THEZERHHEE
equipment have lease terms of 1 to 2 years. Generally, E&E -
the Group is restricted from assigning and subleasing the
leased assets outside the Group.
(a)  Right-of-use assets (a) EHEEE
The carrying amounts of the Group’s right-of-use AEEGHBEEENREOAERFAZ
assets and the movements during the year are as E) NI
follows:
Office
premises
and
apartments
Leasehold for Plant and
land employees machinery Total
MRMER
RELTH EIRE  KE&ES &&t
RMB 000 RMB 000 RMB 000 RMB 000
ARBETT ARETT ARBTT AREBT
As at 1 January 2019 RZZE—NFE—H—H 80,429 - - 80,429
Addition INE - 1,171 7,268 8,439
Depreciation charge WERX (4,573) (388) = (4,961)
As at 31 December 2019  R-ZT— N4
and 1 January 2020 +ZA=+—H8k
—Z-ZF—H—H 75,856 783 7,268 83,907
Addition NE 18,277 1,349 - 19,626
Lease termination HERIE (388) (388)
Depreciation charge WERXS (4,498) (1,170) (3,634) (9,302)
As at 31 December 2020 R_ZE_Z4F
+=-—A=+—H 89,635 574 3,634 93,843
Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al



14.

LEASES (continued)

The Group as a lessee (continued)

(b)

(c)

Lease liabilities

Notes to Financial Statements
B ERIMEE

31 December 2020

—E-F

— ==

14. #HE (&)

FEBEREEA (B)

(b)

The carrying amount of lease liabilities and the
movements during the year are as follows:

HERE

F#+=A=+—H

HEAENRAERFRAESMOT

2020 2019
it 23 —ZT-hHF
RMB 000 RMB 000
AR%T T ARBETTT
Carrying amount at 1 January N—A—HZERmE 8,081 -
New leases e 1,349 8,439
Accretion of interest recognised FAEERT BILIE
during the year 586 81
Payments NN (5,487) (439)
Lease termination HAERIE (287) I
Carrying amount at 31 December Rt+t-A=+—HBZEHEE 4,242 8,081
Analysed into: DT
Current portion BNEREE 2 3,919 4,522
Non-current portion JERNERED > 323 3,559
The amounts recognised in profit or loss in (c) WiRuFEZIIHEIEEAFELT -

relation to leases are as follows:

2020 2019
—E-FF —Z-NEF
RMB 000 RMB’000
ARBT R ARETT
Interest on lease liabilities HEREHNS 586 81
Depreciation charge of right-of-use assets  {FREEEFTER X 9,302 4,961
Expense relating to short-term leases and 255 HAFH & & & T H
other leases with remaining lease terms R-ZE—h&E+-A=+—H
ended on or before 31 December 2019 S A E A E
(included in cost of sales) BHENARZ GtABEEKAR) 2,097 1,246
Total amount of recognised in profit or loss ~ 1B2F AR B A% 11,985 6,288
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15.

Tsaker Chemical Group Limited &t 2EBHER A

EQUITY INVESTMENTS DESIGNATED AT FVOCI  15.

Notes to Financial Statements
B ERIM=E

31 December 2020
B ey =

EERAAEBEFNEEESHIAR

tEEkE ZRERE
31 December 31 December
2020 2019
et St 223 —ENF
+=—A=+—-H +=A=+—8H
RMB 000 RMB 000
ARMT T AR¥EFIT
Equity investments designated at FVOCI BEERAAEBEFZEAEEES)
ST AE M2 E S 2 RIERE
Quoted equity investments, RARBEAEZ
at fair value ERERAERE
Investment managed by an HRERBEEZIRE
investment agency = 8,413
Equity investment in a listed company R ETRARZRERE 25,829 25,897
Unquoted equity investment, BAnBEAEZ
at fair value ERERERE 24,389 16,920
Total #Et 50,218 51,230

The above equity investments were irrevocably designated
at FVOCI as the Group considers these investments to be

strategic in nature.

In 2020, the Group recognised a gain of RMB716,000
to other comprehensive income regarding the fair value
change of equity investments designated at FVOCI (2019:

a loss of RMB4,715,000).

5

E R E NI E AR A A EE
SFEREEZFHARMEENRE  BAERE

ERARSEEE BRI -

H

W-E-2F  AEEREMETRALE
EiE A

HEH AL M2 S 2 BE

BEZARBEEDEBL L2 EMEA

R#716,000C (ZZE—NF : BFEARE
4,715,0007T) °



16.

Notes to Financial Statements

B AR

31 December 2020
B = =

INTANGIBLE ASSETS 16. EEEE
Technological
Software Know-how Total
B4 FE 5 R i “st
RMB000 RMB000 RMB 000
ARBET T ARET T ARBF T
At 1 January 2019: R-ZE-hE—A—R:
Cost AR 3,167 = 3,167
Accumulated amortisation Rty (81) - (81)
Net carrying amount REFE 3,086 - 3,086
Cost at 1 January 2019, RZZ-—NE—A—HZKAE
net of accumulated amortisation Bk 25t 5 3,086 - 3,086
Additions NE 166 20,575 20,741
Amortisation provided during the year R ##EE (319) (782) (1,101)
At 31 December 2019 RZF-NE+=A=+—H 2,933 19,793 22,726
At 31 December 2019 R-E-AF+=-HA=+—H
Cost B AR 8, Sek) 20,575 23,908
Accumulated amortisation St (400) (782) (1,182)
Net carrying amount REFE 2,933 19,793 22,726
Cost at 1 January 2020, NZE-FBEE—F—HZHA -
net of accumulated amortisation kR R 2,933 19,793 22,726
Amortisation provided during the year & A& 55 # (333) (2,037) (2,370)
Exchange realigment P A= - (731) (731)
At 31 December 2020 RZZZTF+=-A=+—H 2,600 17,025 19,625
At 31 December 2020: R-—E-E&+=-F=+—-8:
Cost (BN 3,333 19,763 23,096
Accumulated amortisation ESE: 3] (733) (2,738) (3,471)
Net carrying amount R FE 2,600 17,025 19,625
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Notes to Financial Statements
B E R M

31 December 2020
B ey =

17. INVENTORIES 17. =FE

31 December 31 December
2020 2019
—E-ZHF —NhE
t=A=+—-8B +=-A=t+—H
RMB 000 RMB 000
AR¥ T AREETTT
Raw materials =R 32,044 41,814
Work in progress RS 30,498 17,231
Finished goods UK T 123,780 217,154
186,322 276,199
Less: Impairment provision ORI ERE (8,535) (1,991)
177,787 274,208

18. TRADE RECEIVABLES 18. EBESZEWFIE
31 December 31 December
2020 2019
—E-EF —E-NF
+=A=+-8A +=A=+-~8
RMB 000 RMB 000
AR®T T AR®ET T
Trade receivables B 5 ERGIE 137,229 204,059
Impairment A (2,065) (783)
135,164 203,276

The Group’s trading terms with its customers are mainly

BRETEP RERFBEARANRI - &

on credit, except for new customers and small-sized E@Eﬁﬁgﬁmiﬁ/\ EHAEE - 3t
customers, where payment in advance is normally required. NEEMS  E88H—ME—@EF YN8

The credit period is generally one month for domestic
customers, extending up to three months for overseas
customers. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over certain of its
outstanding receivables.

IEFRAERERSZ=EA - BuBFHE
RREELR - AKEIREET HARKE
B B SR IR (R 5 B AR B4
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18.

TRADE RECEIVABLES (continued)

Notes to Financial Statements

18.

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. The Group does not hold
any collateral or other credit enhancements over its trade
receivables balances. Trade receivables are non-interest

bearing.

An ageing analysis of the trade receivables as at the end

of the reporting period, based on the invoice date and net

of loss allowance, is as follows:

M ERMEE

31 December 2020
B = =

BS5EWRE (&)

0 H A 6 o AL R IR0 - BRI
Bt R B B 5 RN R S B AR T
REF  AEELHEEAEEEREAR - £
S B30 R B R 5 OB A B (T
ARREMREEETA - B EKKER
T A -

RERE B RN E 5 RUFIR N Rk 51T
(ERZEZAHY KRB RER) T :

31 December 31 December

2020 2019
—g-2& —2-nF
+=g=+-8 +=A=+-H
RMB 000 RMB 000

ARBTR ARBET T

Within 1 month —@AR 54,129 108,563
1 month to 2 months —fEA=mEA 31,941 44,606
2 months to 3 months M{E A= =1 A 16,349 20,345
3 months to 4 months =@A=EA 10,342 60
Over 4 months PO{&E A LA £ 22,403 29,702

135,164 203,276

The movement in the loss allowance for impairment of trade

receivables is as follows:

B RBFEREBERRENESHIT

2020 2019
—E-EF —ET-NF
RMB 000 RMB 000

AR¥T T ARETT

At the beginning of year REY] 783 760
Impairment provided (note 7) BEFHRRE (A1:27) 1,347 23
Amount written off as uncollectible i8S AR E A & 58 (65) =
At end of year RER 2,065 783
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Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

TRADE RECEIVABLES (continued) 18. EZEWFE (&)
An impairment analysis is performed at each reporting REEREHRE BRSO RBRBEREETH
date using a provision matrix to measure expected credit B UErEBRBEEEE - ZirERE
losses. The calculation reflects the probability-weighted RAEMBELER  EBEERNRTRE BB
outcome, the time value of money and reasonable and S EBBEEIE - BRI RARREE G
supportable information that is available at the reporting 1¢TE°E‘JE’J/‘\@&—J§=’?§M o —MimE - A
date about past events, current conditions and forecasts ERAWERIBs e EMASHEES
of future economic conditions. Generally, trade receivables FHﬁZ RIH ©
are written off if the Group is satisfied that recovery of the
amount is remote.
The Group applies the simplified approach to the provision REBEBEEMBHRELERNEORAEEHTE
for expected credit losses prescribed by HKFRS 9, which MEEBBBERMNGRE  ZAEAT
permits the use of lifetime expected loss provision for all R BEESRRFIBEHA 2 BHEEEER
trade receivables. To measure the expected credit loss on # - RETEB ZEUGIENTEREREBE -
trade receivables, trade receivables have been grouped REEZBRARGEERREELERRIGE S
based on shared credit risk characteristics and the ageing. FEWRIE D48 -
Set out below is the information about the credit risk EAASERABEEREGTENE 5 EKK
exposure on the Group’s trade receivables using a EREERREREHTINT
provision matrix:
As at 31 December 2020 R-ZE-_ZEF+=-HA=+—H
Between Between
Within 1and2 2and3 Over 3
1 year years years years Total
-z MEZE
—FR mF =F Z=f£pt &3t
Expected credit loss rate BEEEEBEE 0.02% 0.49%  21.27% 100.00% =
Gross carrying amount (RMB'000)  #BEE{E (ARETT) 121,943 8,132 6,540 614 137,229
Expected credit losses (RMB'000)  FEHIEEERE (ARETT) 20 40 1,391 614 2,065
As at 31 December 2019 RZE-—NF+—A=+—H
Between Between
Within ~ 1and2 2and3 Over 3
1 year years years years Total
—F& MER
—%RQ kS =F =ZFHhE CE
Expected credit loss rate BHEEEEX 0.01% 0.35% 1.61% 100.00%
Gross carrying amount (RMB'000)  #&fREE (ARETT) 186,012 9,964 7,469 614 204,059
Expected credit losses (RMB'000)  FEHEEEE (ARETIT) 14 35 120 614 783
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19.

NOTES RECEIVABLE

Notes receivable of the Group are all bank acceptance
notes and are usually settled within six months from their
respective dates of issue. None of the notes receivable as
at the end of the years ended 31 December 2020 or 2019
was past due or impaired.

Transferred financial assets that are not derecognised in
their entirety:

The Group endorsed certain notes receivable accepted
by banks in Mainland China (the “Endorsed Notes”)
with aggregate carrying amounts of RMB9,997,000 and
RMB23,767,000 as at 31 December 2020 and 2019,
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 to 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.

Notes to Financial Statements

19.

M ERMEE

31 December 2020
B = =

R RE

KEIE’JFW%‘%TEHZ%%EG%E%‘%? A
NHEBBTHERERAREE - RE

i_v_iii F-hAF+—_H=+—8

LEFER - BiERERIEAHSORE -

AEBRIIERNEEZSHMEE

REBMBES TEFBRKERTENDER
TB““(F%%%‘:W)%E%?WWﬁ LAEZ
H m%%*fﬁ\ EmmE SRR ==

TERZTE-NFT+ZA= + EE’J
%ﬁ@ M%AEMNWDWE&AE%

23,767,000 ([BEE]) - EER A AKE
EEE FDREERROR - EheEEE
BERBONENORR - Bt AEBESERE

BE &R B 2 FERAE N E bR
B-BER AEBUYERBEMNEASE

SENEAEN  BRLE  BERIERS
EZBTEMEME=T - RFER - HER

FRBEENBSERBICER °
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19.

NOTES RECEIVABLE (continued)

Transferred financial assets that are derecognised in their
entirety:

The Group endorsed certain notes receivable accepted
by banks in Mainland China (the “Derecognised Notes”)
to certain of its suppliers in order to settle the trade
payables due to such suppliers with aggregate carrying
amounts of RMB116,864,000 and RMB401,492,000
as at 31 December 2020 and 2019, 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, 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 is equal to their carrying amounts. In
the opinion of the Directors, the fair values of the Group’s
Continuing Involvement in the Derecognised Notes are not
significant.

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al

Notes to Financial Statements

19.

M ERMEE

31 December 2020
B ey =

EWRE (&)
EHRIEANCHESREE -

AEEREETHERMERBARENR
TEMNETERER (REEIZE])
BE UHEER-_ZE-_ZFR_ZF-NF
T A=+—BREELARSHISARK
116,864,0007T & A K #401,492,0007T #J
ENZEHERNE S EMNRE RERS
R BRERZENIHEN T —Z=XE
A REFBENEREL  EFBENRTED
MBERT  BRERRENFEAHLAKHE
BERE ([(FEEET]) - EFERR - A5E
EBZAHRRERRENETRERR R

ml¥k - Fit - HE@REREREIZED
2HREENMEEE SRR - REER
REEARBNHERERBOZ SR RHE
REBNAMRARSREELNRAEER
RENERHE - EFRR - AEEREE

BRAZENFEETNAABELTEK
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19.

NOTES RECEIVABLE (continued)

Since the business model of notes receivable is both
holding to collect contractual cash flows and selling, the
Group classifies and measures notes receivable at fair
value through other comprehensive income. The fair value
of notes receivable were approximate to their carrying
amounts largely due to the short term maturities of these
instruments. No fair value changes were recorded for
the years ended 31 December 2020 and 2019 for notes
receivable.

For the years ended 31 December 2020 and 2019, the
Group has not recognised any gain or loss on the dates
of transfer of the Derecognised Notes. No gains or losses
were recognised from the Continuing Involvement, both
during the years ended 31 December 2020 and 2019 or
cumulatively.

Notes to Financial Statements

19.

M ERMEE

31 December 2020
B = =

EWRE (&)

RR BN BN EBEARE AR A LUK
BHHEERERKEE  AASEHELRE
BARREEFEBEEHFTARLMERA K
SETHRNAE - FREENAAEBER
EEERE RAEELSARNILLETARE
HIP - BE_ZT_ZTFR_ZT-NF+=
A=Z1T—HLERFE  TRTHEBEFEED
RABEZE -

HEZZ_ZFR=_FT—NF+=A=1+—
Eiif'$ﬁl1$%§§%%ﬁ%¥ﬁ
HEIRE([MEZ - REBEEZZT_TF K=
T NEF+-_A=+—BLFEXZEFBRR
P ERRBFERTEENER -
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Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

20. PREPAYMENTS AND OTHER RECEIVABLES 20. FBENREBERHEAERRIE
31 December 31 December
2020 2019
—ECEF ZE-NF
+=A=+—HBH +=-—A=+—8H
RMB 000 RMB 000
ARBT T ARBT T
Advances to suppliers AT HERERRER 87,209 121,563
Deductible value added tax and B FIRUIEE R & T8 1> 2 FT1SH
prepaid corporate income tax 36,456 26,697
Other receivables H fth pE g R IE 25,030 39,178
148,695 187,438
For the financial assets disclosed above, an impairment R BEENEREEMS - AEBEERNE
analysis is performed at each reporting date by WEBRETREDN - TARLEREHE
considering the probability of default by applying a loss B EECEERABRXTEEBEZOR
rate approach with reference to the historical loss record of X BEEEEARE  URBE AR REK
the Group. The loss rate is adjusted to reflect the current RGBEAMRIEN (HER) - Bl L RENHE
conditions and forecasts of future economic conditions, EWFIEmMS @ EHEAEEmi A s
as appropriate. For other receivables disclosed above, Brtdl c ERERBENNIREERRE -
they have specific due dates or settlement schedule.
Management considers the probability of default as
minimal.
Deductible value-added tax and prepaid corporate income ARHIBEN RBNEEAEHN T —F
tax are to be deducted in next year. Advances to suppliers JERAN o 4 T4t 1 7 ) B R % B At R URROR
and other receivables are unsecured, and interest-free. EIEAARE o
21. FINANCIAL ASSETS AT FAIR VALUE THROUGH 21. BRAAEBEHEEHSHTARRZ
PROFIT OR LOSS SREE
2020 2019
—E-EF —E—NF
RMB 000 RMB 000
AR%Tx AREEFTT
Financial assets at fair value AR EBET=E BEES
through profit or loss AAERCERMEE 1,709 =

The above equity investments were classified as financial
assets at fair value through profit or loss as they were
quoted equity investments held for trading.

Tsaker Chemical Group Limited ¥, F{t 2 &£ B H R A A
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22.

CASH AND CASH EQUIVALENTS AND
RESTRICTED CASH

Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

22. BRERASEEBYURZREAE

31 December 31 December

2020 2019

—B-%F —ET-AF

+=—A=+—H +=A=+—8H

Note RMB 000 RMB 000

Hiat AR¥T ARBET T

Cash and bank balances Re NIRITERS 102,000 108,740

Less: Restricted cash-current o ZPRIBe — BNHEA (a) (760) (3,896)

Cash and cash equivalents He RESZEEY 101,240 104,844

Denominated in RMB AR E 86,932 100,249

Denominated in other currencies AEMWE¥{E 14,308 4,595

Cash and cash equivalents e RIAEEEY 101,240 104,844
Note: Kiaz -

(a) As at 31 December 2020, the Group’s bank balances
of approximately RMB53,000 were deposited as a
guarantee fund for the salary of rural workers pursuant
to the related government regulations; RMB132,000 was
deposited as a guarantee fund for foreign currencies
exchange; RMB575,000 was restricted due to a sales
contract dispute.

RMB is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business. 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.

(@) R-ZE_ZTF+_A=+—8 A&H
ZIRITHEB Y ARKES3,000LEF AR
7 BEBEREBRTERIEARR IS
ZREES - ARM132,000LEFA
RIT  {ERINERBRZREES MA
R ¥575,0007t B F & A R4 % &
TREE o

ARBTEEALEREGER - Al - R
B BARER COMNEE R IRD]) R (BE - &
ERMNEERRE)  ARBERBEBERE
RENEXBZRITEARBHIBKEME
% RTRSVRBEFARTERNTZZY
FMEFE - RITEREZRBIRITERDF
MR E 22 B I A BB AR EREIRTT
REe LR FEMURIZRHBITERNE
EEEERAEBERS
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by S

31 December 2020
B ey =

23. TRADE PAYABLES 23. EBZENFNE
An ageing analysis of the trade payables as at the end EWMERAREFENRIBZER T (IR
of the reporting period, based on the invoice date is as ﬁ?%ﬁﬁﬁﬂﬁf%ﬁ) T
follows:
31 December 31 December
2020 2019
—E-EF —E-NF
+=—A=+—H +=ZA=+—8H
RMB 000 RMB 000
ARETT ARBETTT
Within 1 month —@AR 63,034 150,792
1 month to 2 months —fEAAEmMEA 10,165 17,303
2 months to 3 months MERZ=EA 2,948 4,223
Over 3 months =@ANE 102,754 110,955
178,901 283,273
The trade payables are non-interest-bearing and are B HREMNFIBR TR - WilEHE30A £90
normally settled on terms of 30 to 90 days. HE R ARAEE -
24. OTHER PAYABLES AND ACCRUALS 24, HtENREREFER

31 December 31 December

2020 2019
—EEF —E-NF
+=A=+—H +=-—A=+—H
Note RMB 000 RMB 000
Hiit AR®T AR®ET T
Accrued salaries, wages and EstEHe TENERN

benefits 43,476 54,124
Payables under the Endorsement #ZEI8 &) EN ZIE 19 9,997 23,767
Current portion of lease liabilities A& & &M ENHAEE S 14 3,919 4,522
Other payables H b e < I8 28,936 37,394
86,328 119,807
The above amounts are unsecured, interest-free and have LA EFRIEHERER - Tt B B EEEEES

no fixed terms of repayment. R -

Tsaker Chemical Group Limited &t 2 EBER A
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25. INTEREST-BEARING BANK AND OTHER 25. FTESBITREMER
BORROWINGS
31 December 2020 31 December 2019
ZE-Z2F+-A=t-H “Z-NFTZA=t-H
Effective Effective
interest interest
rate (%) Maturity RMB000 rate (%) Maturity RMB’000
ERHE(%) HHA AR®TT EBEAE(%) EBME  ARBTR
Current B E
Bank loans - secured BITET — FHA 4.50-6.96 2021 277,000  4.61-7.20 2020 264,274
Bank loans - unsecured RITER - BER 6.00 2021 5,000 = = =
Other borrowings - secured HifEs — BEA 10.17-13.47 2021 28,212 10.83-13.45 2020 19,646
310,212 283,920
Non-current FEH
Bank loans - secured RIIER - AEF 7.20 2022 20,000 = = .
Other borrowings - secured HifEs — BEA 10.17-13.47 2023 19,440 10.83-13.45 2022 29,885
39,440 29,885
Total &3t 349,652 313,805
Analysed into: DHMT
Bank loans and other borrowings AR TR EEER
repayable: RITERREAMER :
Within one year —ER 310,212 283,920
In the second year EE 34,116 27,748
In the third to fifth years, inclusive F-FEEREF
(BEERRE) 5,324 2,137
349,652 313,805
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Notes to Financial Statements

M ERMEE

31 December 2020
—E-FFF+A=+—H

25. INTEREST-BEARING BANK AND OTHER 25. FTEBITREMER (&)
BORROWINGS (continued)
Notes: Htet -
(a) The Group did not have any unutilised banking facilities (a) RZTZZZTF+=A=1+—8 ' A5H
as at 31 December 2020 (2019: RMB39,881,000). WEBER AR ARER 2 RITRERE
—ZE—N5F : AR#39,881,0007T) °
(b) Certain of the Group’s interest-bearing bank and other (b) AEBN-_ZT_TF+-A=+—HZ
borrowings as at 31 December 2020 were secured by: A T et BaRIT R E M 1E KA T 21 FIE(E
B
(i) mortgages over certain of the Group’s property, (i) AREBR_T-_TF+ A
plant and equipment of RMB130,127,000 as at = t+t—HBHEEEAARYK
31 December 2020 (2019: RMB110,925,000); 130,127,000 2 & T % ~ &
REE (ZT—NF : ARK
110,925,0007T)
(ii) mortgages over certain of the Group'’s right- (i) AEBR_ZT=_TF+=A
of-use assets of RMB62,902,000 as at 31 =t+t—HBEEEAARYK
December 2020 (2019: RMB52,323,000); and 62,902,0007T 7 & F 5 3 #
BE(ZZE—NLF: AR%
52,323,0007T) i &
(iii) mortgages over certain of the Group’s account (iii) AREBR-_T_TF+ A
receivables of RMB8,047,000 as at 31 = t+t—HEEEAARYK
December 2020 (2019: RMB40,707,000). 8,047,000t 2 & F & 5 B Ik
FRECZE-NLF: ARK
40,707,0007T) °
(c) All the interest-bearing bank and other borrowings are (c) A SRITREMBERAAREE
denominated in RMB. (=R
26. DEFERRED INCOME 26. EZEWA
31 December 31 December
2020 2019
—E-ZHF —E-NEF
+=A=+—H +=-—A=+—H
RMB 000 RMB 000
AR®ET T ARBETTT
Government grants U B 21,177 23,434

Tsaker Chemical Group Limited ¥, F{t 2 &£ B H R A A
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27. DEFERRED TAX 27. EEBIIE
The components of deferred tax assets of the Group are as REBRLETIEEE 2 GRS EFNWT
follows:
Change of
tax base of
property,
Impairment plant and
Impairment  Impairment  of property, equipment/
of oftrade  plantand Government Accrued intangible Unrealised
inventories receivables  equipment grants  expenses assets  Tax losses profits Total
% BER
#f/ EF
g2EK W% BER BEZHE
FEAE FERE REHE BIFRE [ EX #9 HEER AEBEA CH
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTR ARMTR ARMTR ARETR AR¥TR ARETR ARMTn ARMTR AR¥TR
At 1 January 2020 RZE-F5-f-H 497 197 14,306 5,814 3,389 2,478 8,020 5,211 39,912
Deferred tax credited/(charged) ERFARL/
to profit or loss during the year (BB#EHR) 2
(Note 10) BITRIE (Wit 10) 1,636 321 (4,133) (564) 543 (1,319) 9,491 (2,871) 3,104
At 31 December 2020 RZFZZET-A=1T-H 2,133 518 10,173 5,250 3,932 1,159 17,511 2,340 43,016
At 1 January 2019 RZB-NF-A-R 421 191 1,711 5,643 3,558 3,496 8911 - 23,931
Deferred tax credited/(charged) ENFAER/
to profit or loss during the year (BEEPNR) Z
(Note 10) BERE (1) 76 6 12,595 171 (169) (1,018) (891) 5211 15,981
At 31 December 2019 RZZ-NETZA=1-H 497 197 14,306 5,814 3,389 2,478 8,020 5,211 39,912

The Group has unrecognised tax losses arising from
entities operating in Mainland China of RMB10,939,000
(2019: RMB6,148,000) that will expire in two to five years,
for offsetting against future taxable profits. Deferred tax
assets have not been recognised in respect of these losses
and deductible temporary differences as it is considered
not probable that sufficient taxable profits will be available
against which the unused tax losses can be utilised by the

Group.

AEBRPHEAELE T ERESE 2 RE
RFIAEE AR10,939,0007T (ZZ—Hh
£ AR#6,148,0007T) (R —_EFER
[Eim) » BARRERB R A E LR o BR
iz EEIE R ARG R E B ERELER S
AAREKTSH 7 T ER
Tt A A A e RSB R A A R E) AR I8

BE REAK/KHER

R o
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27.

Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

DEFERRED TAX (continued) 27. EEBIE (&)
The component of deferred tax liabilities of the Group is as REBRLEHIEE B2 AR HEINWT
follows:
Withholding tax
FE 0B
RMB’000
ARBTTT
At 1 January 2019 R=ZZT—-NF—H—H 8,087
Deferred tax charged to profit or loss during RERBE= ARRERERIE (i 710)
the year (Note 10) 4,057
As at 31 December 2019 and 1 January 2020 RZE—NF+-_A=+—BXK
—E-TF—HF—H 12,144
Deferred tax credited to profit or loss during S AFERNBIZMELERIE (#/a210)
the year (Note 10) (6,894)
As at 31 December 2020 N-E-_TF+_-_A=1+—H 5,250

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 2020, the subsidiaries of the
Company located in Mainland China had retained profits
of RMB1,055,744,000. Based on the management’s
estimation of profits to be distributed in foreseeable future,
dividends of RMB105,000,000 will be distributed from
Mainland China to overseas holding companies. Therefore,
deferred tax liability of RMB5,250,000 was recognised for
the retained profits generated from subsidiaries located in
Mainland China. Management expects that except for the
aforementioned dividends, the remaining retained profits
will be used for the subsidiaries’ continuing reinvestment.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al

RGBS EFSRE - R B KBEN S/
NEFRECERIIFREES RNKE -
BRI0%M T EGIRTENT - ZRE B =
TETENEFE-F—BARES YEAR-Z
T+E+-_A=Z+—BENEHN- PR
KBEEING IR A FTE R A R B 2R B TS
i A RASEAS%HBHIHRE - E
b AN EEFTE B FEA S BT B A A
FTEE £ M & 5 B A R% S B 1T EURTE N/
MEK RZE-_TF+-_A=+—H ' =K
A EIRLF R B K RE /9 B B A B8R 1SR B i A
AR #1,055,744,0007T ° 1R & & 2 E A
RARRE F 2R E R &G ar 0 B KR
7 BT B A Bl A8 SMERR R AR 3 A R B
105,000,000 C M A% 8. o A It - ELEFTS T
B 5 AR ¥5,250,0007T R AR A A B K
EZHBRARIEEZRBEN - EEEE
H B EAAR SN - 8RR ER R IS A 1A
BRBRIFEREZR -

AR A 16 E R SR A R 3 4 A AR T %
BigR -



28.

SHARE CAPITAL

The movements in share capital of the Company are as

Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

28. KX

ARFRARBHIIT :

follows:
Issued
Number share capital
of shares Share capital equivalent of
BREEE BA ZECRITRAE
Shares US$ RMB’000
iy T ARBF T
Authorised ETE
As at 31 December 2019 R-ZE—-h&E+=-A=+—AR
at US$0.01 each HRZ0.01ET 2,000,000,000 20,000,000
As at 31 December 2020 R-_B-FBE+-_A=+—8 -
at US$0.01 each BI%0.01%E7T 2,000,000,000 20,000,000
Issued and fully paid: BEITRAR
At 1 January 2020 R=ZE=ZTF—HA—A8-
at US$0.01 each E8%0.01E T 1,038,395,500 10,383,955 67,088
Shares cancelled Bl ) (5,291,500) (52,915) (375)
As at 31 December 2020 RZZE=BE+=-A=+—1 -
at US$0.01 each Fh%0.013%TT 1,033,104,000 10,331,040 66,713

Note:

The Company repurchased 5,291,500 and 3,450,000 of its
shares in 2020 and 2019, respectively, on the Hong Kong
Stock Exchange for a consideration of RMB5,738,000 and
RMB7,882,000, respectively. The shares purchased in 2020

were cancelled during the year.

R-EZ

ZER_T-NF ARAFDHIA

KB A R #5,738,0007T & A & #7,882,000
LR BB B BT 5 B B B 5,291,500 &
3,450,0000888 1D - R—ZE-_TEEBHNIRH R

FREH °
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29.

RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement 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 percentages (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 the safety production fund in equity represents
the 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 the acquisition of
subsidiaries pursuant to the Reorganisation and the net
assets of the subsidiaries being acquired at the time of the
Reorganisation.

Tsaker Chemical Group Limited 2 Z{t 2 EBEHFEA T
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29.

M ERMEE
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30.

NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

(a)

Major non-cash transactions

During the year, the Group had non-cash additions
to right-of-use assets and lease liabilities of
RMB1,349,000 and RMB1,349,000, respectively,
in respect of lease arrangements for office
premises and apartments for employees. (2019:
RMB8,439,000 and RMB8,439,000).

Changes in liabilities arising from financing activities

Notes to Financial Statements

B AR

31 December 2020
B = =

30. LEBEEREBRME

(a)

TEFRERH

FR - AEBERBFAMENRETIE
EBzHREREDNEREFEREEE
RHEEBBZHREREAARE
1,349,0007T & A R #1,349,0007T
(ZZF—1F : AR¥8,439,0007T &
AR #8,439,0007T) °

RERBRTELNEEES

2020 —E-EHF
Interest-bearing Interest-bearing
bank and other bank and other
borrowings borrowings
(non-current) (current) Lease liabilities
SFERITR FTREITR
Hipfa H B
(€1:00::)) (ENHA) HEEE
RMB’000 RMB’000 RMB’000
AR®T T AR T AR% TR
At 1 January 2020 R-ZZE=_ZTF—H—H 29,885 283,920 8,081
New leases FHE - - 1,349
Changes from financing cash F&ER&REE
flows 6,573 23,647 (4,901)
Interest expense FEMX 5,627 - 586
Interest paid classified as DERKEHEERE
operating cash flows ZEfFE - = (586)
Termination of lease HEH I = = (287)
Reclassification between T RNER K2 FERNER
current and non-current ZEEF D8
portion (2,645) 2,645 -
At 31 December 2020 R _TF
+=ZA=+—"H 39,440 310,212 4,242
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30. NOTES TO THE CONSOLIDATED STATEMENT 30. #LEH
OF CASH FLOWS (continued)

mEBRME (&)

(b)  Changes in liabilities arising from financing activities (b)y ®ETHELENAGEED (B)
(continued)
2019 —E-h#E

Interest-bearing
bank and other

Interest-bearing
bank and other

pborrowings borrowings
(non-current) (current)  Lease liabilities
FERITR TERTK
Hib a0 HifAm
(3ERER) (BDE) HEEE
RMB'000 RMB'000 RMB’000
ARBETT ARBTT ARETT
At 1 January 2019 RZZE—-NF—A—A 286,391 364,826 -
New leases HHE - - 8,439
Changes from financing cash flows ~ BABRLREEE (256,506) (80,906) (358)
Interest expense FERX - = 81
Interest paid classified as NERKERENELENHE
operating cash flows - - (81)
At 31 December 2019 “T-AFE+-A=+—H 29,885 283,920 8,081
Changes in assets arising from financing activities AR NEL N EEZE
2019 —B-hEF
Other Restricted Restricted
non-current cash cash
assets (current) (non-current)
ZRIBE XRRE
HiIEmEEE (BRER) (3EBNER)
RMB’000 RMB’000 RMB’000
ARETT ARET T ARBFIT
At 1 January 2019 RZZE—NF—H—H 16,045 20,170 9,598
Less: Changes from financing B AR S RESS
cash flows 14,745 19,195 9,598
Less: Decrease classified as W DHEAKERS
operating cash flows mamd (4,075) (2,921) -
Less: Decrease classified as i : D EAKRER S
investing cash flows MER D (509) - -
At 31 December 2019 RZT—NF
+=—A=+—H” 5,884 3,896 -
In the year of 2020, no changes in assets arising RIE_ZF  AEEREEEZT)

from financing activities are to be disclosed.
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30. NOTES TO THE CONSOLIDATED STATEMENT 30. SZEBEHREBRME (&)
OF CASH FLOWS (continued)

(c) Total cash outflow for leases (c) HERS R AR

The total cash outflow for leases included in the FTABRERERCHERS R A%

statement of cash flows is as follows: U
2020 2019
—E-%F —TNF
RMB’000 RMB’000
ARETR AR®ET T
Within operating activities BEFEHN 586 81
Within investing activities HEEEHA = =
Within financing activities mEEHA 4,901 358
5,487 439
31. CONTINGENT LIABILITIES 31. HARME
The Group did not have any significant contingent liabilities %:5?:%&—'—:)5] =t—HB XxEELE
as at 31 December 2020 (2019: Nil). FRAERKRAE (ZF-NF &)
32. COMMITMENTS 32. A

The Group had the following capital commitments at the

end of the reporting period:

AEBENRERROEARAEHIIWT

31 December

31 December

2020 2019
—E-%F —FT-NF
+=A=+—8H T=ZH=Ea—E
RMB’000 RMB’000
AR¥T T AREEFIT
Contracted, but not provided for: BRI 4B R B
Plant and machinery M= R s 120,009 144,688
Capital contribution payable to B BRIERE 2 BEARNHE
an equity investment 9,787 -
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33. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in
these consolidated financial statements, the Group
had the following transactions with related parties

Notes to Financial Statements
B ERIM=E

31 December 2020
—E-FFF+A=+—H

33. BBALIXB

(a) BZEHAMBERELMIHFmm
RPN REB G F R EREE T E

: TIATRS -
during the year:
2020 2019
ZBIEE —E-NE
RMB’000 RMB’000
ARBTT ARETFT
Purchases of products and services: BEEMRRE -
Cangzhou Qianshengyuan Hotel ENTRREEERERAR (i

Management Co., Ltd. - 256
Cangzhou Aomu Agricultural ENEREEERARAR

Development Co., Ltd. 349 227
Huage Holdings Group Co., Ltd. EXEREEERAR ([EXER])

(“Huage Holdings") 390 210
Dezhou Wugu Food Technology Co.,Ltd. ENAARHRREHARA 89 -
Cangzhou Wugu Food Technology Co. Ltd. BNRARHMRGMBRBRA 299 600

Notes: Haz

(i) Cangzhou Qianshengyuan Hotel Management (i) BMTFRROBEEEEARA
Co., Ltd is no longer a related party of the BT F— ﬁiTﬁﬁ$
Group since January 2020. SEREE -

(i) The purchases from the related parties were
made according to the published prices and

conditions.

(i) These related parties are all entities controlled

(if) KERB 2 RBIRE A
BRR R EHEL -

(i) ZEBEBHIHAAEEERE

by close family members of the de facto FIENEEREKEZEHN S
controller of the Group. EHEL -
(b)  Compensation of key management personnel of the (o) AEEFZFEASHMSE :
Group:
2020 2019
—_ ? —_ ﬂ:_ :ﬁ_j-l_,i
RMB’000 RMB’000
ARET T ARBT T
Compensation paid to key MEEEEAS
management personnel SRS
(Note 8) (H1:£8) 4,937 6,720
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Notes to Financial Statements

B AR

31 December 2020
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FINANCIAL INSTRUMENTS BY CATEGORY 34. RZEEFESMEMTIA
The carrying amounts of each of the categories of financial EHEMIARNSREHRNOEREESF 0
instruments as at the end of each reporting period are as T
follows:
2020 —EEF
Financial Financial
assets at fair Financial assets at
value through assets at amortised
profit or loss FVOCI cost Total
RAMEETE
RAREETE BESBIA
BHE#BHFA Ht2EKEz ZREBHEAKRIE
BECEREE SHEE ZEREE &t
Financial assets RMB’000 RMB’000 RMB’000 RMB’000
SREE AR%TR AR%TR AR%T R ARET R
Trade receivables B S REMGIR = = 135,164 135,164
Notes receivable EWEE - 82,177 - 82,177
Financial assets included in SABRTE  RER
prepayments and HiENF BN EREE
other receivables - - 25,030 25,030
Restricted cash XREL - - 760 760
Cash and cash equivalents ReRBEEED - - 101,240 101,240
Financial assets at fair value BRRAEEGTEBEEZY
through profit or loss HABRZEREE 1,709 - - 1,709
Equity investments designated ~ #ER AL EBEFELHEH
at FVOCI STAR MR E N 2 RIERE = 50,218 - 50,218
Financial assets included in FAEMERBEENSRHEE
other non-current assets - - 11,270 11,270
1,709 132,395 273,464 407,568
2020 bt 223
Financial
liabilities at
amortised cost
R SR A
JIRz e RAE
Financial liabilities RMB’000
cReE ARET T
Trade payables B S5 178,901
Financial liabilities included in ST A H fth &~ RRIE K fE 5T B A Y
other payables and accruals RIS E 42,852
Interest-bearing bank and other borrowings sHERITREMER 349,652
Lease liabilities (non-current portion) HEaRE (FEAEES) 323
571,728

241

I .

ANNUAL REPORT 2020 FEi &



34.

FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

Notes to Financial Statements
B ERIM=E

31 December 2020

34. RERBINEMIA ()

—E-EF+_A=+—H

2019 ZE-NF
Financial Financial
assets at assets at
FVOCI amortised cost Total
BAREBEGE
BEEHA TR SE R AR
Hitn2EWEE 2 H|ERZ
TREE EREE =
Financial assets RMB’000 RMB’000 RMB’000
ERMEE ARETT ARETT AREETTT
Trade receivables B 5 e FRIA - 203,276 203,276
Notes receivable =S 82,761 = 82,761
Financial assets included in HAFBNFIE - HE R
prepayments, deposits and HEEWFIBEN S MEE
other receivables - 39,178 39,178
Restricted cash RIS = 3,896 3,896
Cash and cash equivalents BWERREEEY _ 104,844 104,844
Equity investments designated TR AL BETE
at FVOCI BEES AEAD
Z2E W 2 RIERE 51,230 = 51,230
Financial assets included in SAEMIERBEERN
other non-current assets CREE - 5,200 5,200
133,991 356,394 490,385
2019 ZEB-NF
Financial
liabilities at
amortised cost
R SH R AN
PRz Rt B E
Financial liabilities RMB’000
cRaRE ARBTIT
Trade payables B 5 I FIE 283,273
Financial liabilities included in STAEMENZERESEBRAN
other payables and accruals RIS E 65,683
Interest-bearing bank and other borrowings FTERITREAMER 313,805
Lease liabilities (non-current portion) HEAE (FERNEE ) 3,559
666,320

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al



35.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

(a)

Financial assets and liabilities measured at
fair value

Fair value hierarchy

The following table presents the fair value of
financial instruments measured at the end of the
reporting period on a recurring basis, categorised
into the three-level fair value hierarchy as defined
in HKFRS 13 Fair Value Measurement. The level
into which a fair value measurement is classified
is determined with reference to the observability
and significance of the inputs used in the valuation
technique as follows:

° Level 1 valuations: Fair value measured using
only Level 1 inputs, i.e., unadjusted quoted
prices in active markets for identical assets
or liabilities at the measurement date.

. Level 2 valuations: Fair value measured using
Level 2 inputs, i.e., observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs
are inputs for which market data are not
available.

° Level 3 valuations: Fair value measured using
significant unobservable inputs.

At 31 December 2020 and 31 December 2019,
the financial instruments of the Group carried at
fair value were equity investments designated at
FVOCI, financial assets at fair value through profit
or loss and notes receivable. These instruments fall
into Level 1, Level 2 and Level 3 of the fair value
hierarchies described above.

Notes to Financial Statements

35.

M ERMEE

31 December 2020
B = =

EMIAZARBERAABEER

HE
(a)

PRI s HRR AR H A2
ENERTARAEE ADERE
BB EERNFE135 [ A BEF
BIREN=ZR2ABEER A%
B 2 MR A TR (BT R PTER A A0 8 A R
BHNABREEREEN  BEAA
BIEFEMEEDENER

©  E-ERE EERE-E
SWABR (DHERAEESS
BT 8 B RE BT 6 AE
WERME) BN EE -

. F_BARME: FRE_ER
wAZE (AVREZEDFE—E
RBEEAREREATAER
BWABBHN A BER AZIE)
FFENAREE - TABEREH
ABB T LR HBUS T 58
BB ABIR ©

. F=EBARME : EFRERTH
BB ARBHENOAE
{[EI0

KRBT F+=-—A=+—HK=ZF
—hWE+-A=+—08 ' xE£EBEQ
ABEIERZEBIAEAETEAR
EEE 8 EE T AR MEEKES
HRERE RARBEFEAHE
it ABm s e BEERBRER -
ZETEDBIFIA LA R BESAK
ZE—EH FE_EBRRE=FEMR -
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35.

Notes to Financial Statements

FAIR VALUE AND FAIR VALUE HIERARCHY OF  35.
FINANCIAL INSTRUMENTS (continued)

(a)

Financial assets and liabilities measured at

fair value (continued)

Fair value hierarchy (continued)

by S

31 December 2020
B ey =

EMITAZARBERAABEER
HE (&)
(a) BAAKEBESENEREERAE
(%)
AREEER (F)

Fair value measurements as at
31 December 2020 categorised into
R-Z-ZF+-A=1+—-H2

AREBEFEIEAR
Quoted prices
in active
markets for Significant Significant
Fair value at identical observable unobservable
31 December assets inputs inputs
2020 (Level 1) (Level 2) (Level 3)
R-ZB-ZF HEEERER EXTHEE EXTABER
+=ZB=t-H miEZRE BAYE BAYE
ZONRERE (B—ER) (B=E#HR) (B=E#R)
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR®TT AR®TR AR®T
Financial assets: SREE
Notes receivable EUERE 82,177 - 82,177 -
Financial assets at fair value BARBEFEAEED
through profit or loss FTABRZEREE 1,709 1,709 - -
Quoted equity investments ARERERE
at fair value B BETE 25,829 25,829 - -
Unquoted equity investments ERERERE
at fair value BARBETE 24,389 = = 24,389
134,104 27,538 82,177 24,389

Tsaker Chemical Group Limited ¥, F{t 2 &£ B H R A A



Notes to Financial Statements
B ERIMEE

31 December 2020

—E-EF+-_A=+—H

35. FAIR VALUE AND FAIR VALUE HIERARCHY OF 35. 2R IBZARABEEAABEEZR

FINANCIAL INSTRUMENTS (continued) HE (&)

(a) Financial assets and liabilities measured at (a) RRANEBEFENEHREERER
fair value (continued) (&)
Fair value hierarchy (continued) RAREEER (&)

Fair value measurements as at
31 December 2019 categorised into
R=Z-N&+=A=+—-HZ
AR EEFENER

Quoted prices

in active Significant Significant

Fair value at markets for observable  unobservable
31 December identical inputs inputs
2019 assets (Level 1) (Level 2) (Level 3)
RIZ-NF HREEREE BRABE EANTEE
+=A=1+—H M52 iRE BAZR BAHE
ZonBE (5—ER) (F=EH) (B=ER)

RMB’000 RMB’000 RMB’000 RMB’000
ARETTL ARETTL ARBTTL ARBTTT

Financial assets: SREE -
Notes receivable S 82,761 = 82,761 -
Quoted equity investments BHERERE

at fair value ROnBEEFE 34,310 34,310 - -
Unquoted equity investments ERERERE -

at fair value BRRAEETE 16,920 - = 16,920

133,991 34,310 82,761 16,920
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35. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

(a)

(b)

Financial assets and liabilities measured at
fair value (continued)

Fair value hierarchy (continued)

The fair values of listed equity investments and
financial assets at fair value through profit or loss
are based on quoted market prices. The Group
invests in unlisted investments, which represent an
investment in a fund. The Group has estimated the
fair value of the investment based on net assets
of the underlying project of the fund, given that
the underlying project was still under early stage
of development. The Directors believe that the
estimated fair values resulting from the valuation
techniques, which are recorded in the consolidated
statement of financial position, and the related
changes in fair values, which are recorded in other
comprehensive income, are reasonable, and that
they were the most appropriate values at the end of
the reporting period.

Fair values of financial assets and liabilities
carried at other than fair value

The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost are
not materially different from their fair values as at 31
December 2020 and 31 December 2019.

Tsaker Chemical Group Limited ¥ Z{t 2E£EHR A Al

Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

35. ERMTIRACZAABERAABESR
HE (&)

(a)

(b)

BRARBEFENEREERER
(&)

AABEER (&)

EIBRERERRAARBEFERR
B ABSZEMEEZANEE
NEBREME/EE - AEENIFL
MREZEREERESZERE - A%
B A5 - ERAARRE B DER %
EER  RENARBEIAESH
HEAREMEEFEREE -EF
RE - HERMELENGFTAREE
(RIEFAEPBRRKRAIIER) RAR
EEMNHEEZSY (REMEERER
FIER) DEBEIE  BEHRBEHRA
FREENER-

BARBEUSMZEEIIRZEH
BENRABEBEZAAEE

RZBEZTFF+A=F+—HBE=Z
—hWE+-A=+—8  KEBEK
Rk # K ATR ST A RR
EEEAQNABETESAER -



36.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments comprise
bank loans and other borrowings, other financial liabilities
and cash and bank balances. 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. Management reviews and agrees policies for
managing each of these risks and they are summarised
below.

Foreign currency risk

Substantially all sales and purchase transactions
were denominated in RMB and United States dollars.
Management has assessed the Group’s exposure to foreign
currency risk, by using a sensitivity analysis on the change
in the foreign exchange rate of the United States dollar, to
which the Group is mainly exposed during the years ended
31 December 2020 and 2019.

As at 31 December 2020, if RMB had strengthened/
weakened by 5% against the United States dollar with
all other variables held constant, the profit for the year
would have been approximately RMB3,648,900 (2019:
RMB739,5638) lower/higher, mainly as a result of foreign
exchange losses/gains arising from translations of United
States dollar-denominated trade receivables and trade
payables, as well as cash and cash equivalents.

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.

Notes to Financial Statements

36.

M ERMEE

31 December 2020
B = =

BEEREERBERBE

AEBENTESRMTABRERITERRE M
AR HitEmAa BN MRS RIRTHER -
ZEERTANTEBERDRAAKENER
E8Be  AEERAREREMEREER
BE - PIMBERREEXBLENE S RER
BRERFEBEARE 5 ENFIA

RKEAEEcmTANTIEZRARRBINER
- EERBRERBDESRER - EEEEHN
KipE EESHERBRI KR - ZFBERB AL
R e

SN LB

BT BEERZHUANARBEETLYIE -
ERECRBERAETIINEERES (K&
BREE2—_T-_TFr_T—NF+=-A=
T HLFEXEABRLERRE) N8KE
DT EHE AN S EE G A INE R

R-ZE_EFE+_F=1+—H" HARK
HETFAE§21B5% @ MATA E M EHR
B FRHEFBRD IEINHARE
3,648,900 (ZE — 15 : AR¥739,538
o) W EBHRBEUETLHENESE
WRIBREBESENKREBEARBRESRESSE
YA R INE B 1R WSS FTER ©

FERRE

AEEEERABEIRNBEEZNE=TR
% o MBRAKENBE - ERAEEKRRK
ETRZNEF  WABRBEEZERRF -
BAN - AREREERRBEHNER -
AEENZREARY TERX -
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36. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Maximum exposure and year-end staging

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless other
information is available without undue cost or effort, and

Notes to Financial Statements
B E R M

31 December 2020
B ey =

36. HFEERARESEEERBER (&)

&S AR K F KRR

TRITERARBEEEREK (E2ERAB
ERHMER - EEMERBANHBEZ KA
B HEABRIN 2EEEEREREE
RBARRTZA=Z+—BZERERS

year-end staging classification as at 31 December. T
12-month
ECLs Lifetime ECLs
TZEARH
FEE#E 2HRAEERFR
Simplified
Stage 1 Stage 2 Stage 3 approach Total
E—E& ERE £ 29 kP &t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARETR
Trade receivables* E SR IE - - - 137,229 137,229
Financial assets included STAERFER
in prepayments and Hit ERFHIEZ
other receivables SREAE
- Normal — TE& 25,030 - - - 25,030
Financial assets included in FARMIEREEEZ
other non-current assets SHEE 11,270 - - - 11,270
Restricted cash THRBESE 760 - - - 760
Cash and cash equivalents HeRBEEZEY 101,240 - - - 101,240
138,300 - - 137,229 275,529
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36.

Notes to Financial Statements

FINANCIAL RISK MANAGEMENT OBJECTIVES 36.

AND POLICIES (continued)
Maximum exposure and year-end staging (continued)

Maximum exposure as at 31 December 2019

M ERMEE

31 December 2020
B = =

MHEREREBRRBE (&)

RS ERRFERRER (&)
REB-AF+ZA=Z+—HZESRE

12-month
ECLs Lifetime ECLs
+=EAEH
EEE#E 2 HRHEEEE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
F—FEE EEB E=[RE A% Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARET:R
Trade receivables* 2 S e FE* = = - 204,059 204,059
Financial assets included FTAERFER
in prepayments and Hi IR
other receivables SREE
- Normal = MEE 39,178 - - - 39,178
Financial assets included in SAEMIERGEEL
other non-current assets SREE 5,200 - - = 5,200
Restricted cash XRBEE 3,896 - - - 3,896
Cash and cash equivalents HeRHELZEY 104,844 = = = 104,844
153,118 - - 204,059 357,177

For trade receivables to which the Group applies the
simplified approach for impairment, information based
on the provision matrix is disclosed in note 18 to the
financial statements.

© RAREERELEEHRENESE
BT S - AR T2 B R Bt
TR 18P -
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36.

Notes to Financial Statements
B E R M

31 December 2020
—E-FF+-A=+-H

— ==

FINANCIAL RISK MANAGEMENT OBJECTIVES 36. HIBEREEEFEREX (&)
AND POLICIES (continued)
Liquidity risk REBESER
The management of the Group aims to maintain sufficient AEEEREEEEARAENE e RE S
cash and cash equivalents and the Group has available BY BASEFEBATEHNEAERFERE
funding through an adequate amount of committed credit HEABSANES - DURBHERAE -
facilities to meet its commitments.
The maturity profile of the Group’s financial liabilities as at AEBEESREBERSRERRAROIEBBER
the end of the reporting period, based on the contractual (RBEFTAERIIBNREGE) 00T ¢
undiscounted payments, is as follows:
As at 31 December 2020
R-B-RFT-A=1-H
Less than 6to
On demand 6 months 12months  1to2years Over2 years Total
K
REX  OWAMER t=f#F  -EZ@E MENL At
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AEETR  ARMTn  AR®Tr  ARETR  ARETR  ARETH
Interest-bearing bank and other borrowings  3tEHTRAME - 209,531 113,895 41,986 5,542 370,954
Lease liabilities HERR - - - 365 - 365
Trade payables G 178,901 - - - - 178,901
Qther payables and accruals M EfTUER e B 42,852 - - - - 42,852
221,753 209,531 113,895 42,351 5,542 593,072
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36.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Liquidity risk (continued)

Notes to Financial Statements
B ERIMEE

31 December 2020
B = =

36. HBEAMEEEEREE (&)

nRBESRR (&)

As at 31 December 2019
RZF-NE+ZA=1-H

Less than 6to
On demand 6 months 12months  1to2years  Over 2 years Total

~ERZE
BEX SRAEA +ZfaA —FEWE FENE At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR  ARET  ARETn  ARETT  ARETR
Interest-bearing bank and other borrowings 3t BRTREME - 209,871 120217 21,148 2,137 359,973
Lease liabiliies HEaf - 2375 2375 4,310 - 9,060
Trade payables BIRMTE 170,859 112,414 - - = 283,273
Other payables and accruals Rt EMERES 2R 65,683 - - - - 65,683
236,542 324,660 122,59 32,058 2137 717,989

Interest-bearing bank and other borrowings include the
principal and the interest.

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.

FSEERITREMERBREAE LHME

ErERE
AEBEAEENTIEBRAREAEERE
WIFELE - WS IR E AL KA
HEEBREBERABRREENES -

AEBERBEERANES REREENR
BRUEEEREBEARRBRIEL AR - BER
FBEARE  AREWRHEN FTER
MBS~ MBCRREE AR BEITHA - NE
B30 S R AT MR SR ANA) B AR ESKATR - R
R EREANBR  BEIBRETEE
) o
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36.

37.

Notes to Financial Statements

M ERMEE

31 December 2020
B ey =

FINANCIAL RISK MANAGEMENT OBJECTIVES  36. HEEREEBEERBE (&)
AND POLICIES (continued)
Capital management (continued) ERER (&)
The Group’s strategy was to maintain the gearing ratio at RAEENKBEREEERGL RERFERE
a healthy capital level in order to support its businesses. BAKFE  UXFHEER - AEEHFRAE
The principal strategies adopted by the Group include, EXRBRRBRETRNEBERRRREREELK
without limitation, reviewing future cash flow requirements RRNEBEIERRERERERNEN - £
and the ability to meet debt repayment schedules when AEARITRETEEKFEARARIEE
they fall due, maintaining a reasonable level of available EIREERE (MFE) UERASEES
banking facilities and adjusting investment plans and EEKENEATISHER - EEBBHLE
financing plans, if necessary, to ensure that the Group has HIAT
a reasonable level of capital to support its business. The
gearing ratios were as follows:
31 December 31 December
2020 2019
ft et 223 —E-NF
+=—A=+—H +=-A=+—8
RMB’000 RMB’000
AR¥T T ARBEFTT
Total debt B 4ERE 349,652 313,805
Total equity TErR AR 1,679,292 1,766,441
Gearing ratio BEBELX 20.82% 17.76%
Total debt comprises interest-bearing bank and other BB ET S RIT RAMMERR
borrowings.
EVENTS AFTER THE REPORTING PERIOD 37. HEWEREE

The Group had no significant event after the reporting
period required to be disclosed.

Tsaker Chemical Group Limited ¥, F{t 2 &£ B H R A A
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38.

Notes to Financial Statements

M ERMEE

STATEMENT OF FINANCIAL POSITION OF THE 38.

COMPANY

Information about the statement of financial position of the
Company at the end of the reporting period is as follows:

RN T AR R

31 December 2020
—Z=—=

— ==

F#+=A=+—H

ARRRwEHROP BN RABEER

SR

31 December

31 December

2020 2019
—ECEF —E-NF
+=—A=+—H +=—A=+—~H
RMB’000 RMB’000
AR¥T T AREFT
NON-CURRENT ASSET IRBEE
Investment in a subsidiary & —HEHBR A 80,303 80,303
Equity investments designated at FVOCI EERANEEBAER
HEHTAHMEE
Was 2 IRAEIR B - 25,897
Total non-current assets JEmBEERE 80,303 106,200
CURRENT ASSETS REBEE
Due from subsidiaries FEU T B A FIZ IR 439,600 666,777
Restricted Cash ZRIRS - 9
Dividend receivable FEYR B = 18,851
Cash and cash equivalents RERREEEBY 7,201 556
Total current assets RENEEMAE 446,801 686,193
CURRENT LIABILITIES REBEE
Other payables and accruals Eofth e 5018 R BT B 16,961 14,230
NET CURRENT ASSETS RBEEFRE 429,840 671,963
Net assets BEFE 510,143 778,163
EQUITY s
Share capital A& 66,713 67,088
Reserves (Note) & (M) 443,430 711,075
Total equity et 4B EE 510,143 778,163
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38.

39.

STATEMENT OF FINANCIAL POSITION OF THE

COMPANY (continued)

Notes to Financial Statements
B E R M

31 December 2020

—E-F

— ==

38. ARATHBERRER (&)

F+-_A=+—H

Note: BiiE -
A summary of the Company’s reserves is as follows: RARIEBEAT -
Fair value
reserve of
financial
Share  Translation Retained assets at
premium reserve profits Fvocl Total
%
MEEHE
BEBEHA
Rt2EhE
LEREE
RitiE  EXRE  RERA QAEERE &t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETn ARETR ARETn  ARETR
At 1 January 2010 HN-E-hE-B-A 650827 G8672  (15985) S I
Profit for the year KEE A - - 83,467 = 83,467
Fair value change of equity investment RERE D7 BREE - = - (1,771) (1771)
Exchange differences on translation of foreign operations BENEIEBNES 28 - 10,902 - - 10902
Total comprehensive income for the year AEE2ARELE - 10902 83,467 (1771) 92,598
Dividend distriouted to shareholders EARFRRARE - = (66,527) = (66,927)
Cancellation of own shares HHaERR (18,610) = = - (18510)
At 31 December 2019 and 1 January 2020 RE-NE+-A=T-HR
“3-2%-8-A 632,317 79,574 955 (1,M) 711,075
Profit for the year RERRR = = (1,901) = (1,901)
Fair value change of equity investment REREZ D BEE - - - (3,721) (3,721)
Exchange differences on translation of foreign operations BENEEBNESZE - (29481) = - (29881)
Total comprehensive income for the year AEELENEEE - (29,481) (1,901) @721)  (35,103)
Dividend distributed to shareholders EARTHREAORE (205,056) - - - (205,056)
Disposal of equity investments designated at FVOCI HERTRAL BB E AREHH AL 2T
Wiz BERE = = (27615) 5,492 (22,123)
Cancellation of own shares HHeAkD (5,363) - - - (5,363)
At 31 December 2020 RZE-FFT-A=1-A 421,898 50,093 (28,561) - 443,430
APPROVAL OF THE FINANCIAL STATEMENTS 39. HEBHEIHRE
The financial statements were approved and authorised for WEBRKRRENR-_E-_—F=A=-+/xH

issue by the board of directors on 26 March 2021.
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[RBFRE ]
[AGM]

MR ERAA ]

[Articles of Association ]

[EnZBe]

[Audit

Committee |

[Cavalli]

[Cavalli]

AVNCIREAE A NEARZ- S 4=

[Company, lour], [our Company],

[wel, [us] or [Tsaker Chemical]

INGIECSN
[ Companies Ordinance |

[DATAI
[DATAI

[T 22 |

[Deed

[ Z B

of Non-competition |

[DMAS ]

[DMSS ]
[DMSS

*

ERHEE

For identification purpose only

b

Definitions

B=

ARFBR B —FEA+— B BTHRRAFAR

annual general meeting of our Company to be held on 11 May 2021

RAFHEBERMBA (BTRER)  RZE—RAFNAT_HLERREE
R ETN B LT A AR AR

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

EFXCRREEY
audit committee of the Board

Cavalli Enterprises Inc. " R-E——F=A+—HBERBELHETM
B BRAR > BEMOBITES  TF  TRAHXNELE2ERER
Cavalli Enterprises Inc., a company incorporated in the British Virgin
Islands with limited liability on 11 March 2011, wholly-owned by Mr.
Ge Yi, our executive Director, Chairman and Chief Executive Officer

FECBREEBERLA  —KR_E—NFE+A-TINBRFAEHESET
A B R A

Tsaker Chemical Group Limited (&t 2&£EHBRAF]*), a Company
incorporated in the Cayman Islands with limited liability on 29 October
2014

BB EDIE622F R EEH)
Companies Ordinance (Cap. 622 of the Laws of Hong Kong)

2,5-ZHAE-14- KR - FAIERNYIEERERR 6 A
2,5-Dianilinoterephthalic acid, which is used as an intermediate of
quinacridone pigments

ARBEREERCavaliFTZEMA T —RAF AT BN THIRE
the deed of non-competition dated 12 June 2015 entered into
between our Company, Mr. Ge and Cavalli

CHET —BR_FEE - AREERREEEM - RE - HMR&ANE
Dimethyl acetylsuccinate, which is used for the production of food
yellow pigments, agricultural chemicals, and other food additives

1,4-32C ZR-2 5-—FEE — s - AREEENEIELEEARES

Dimethyl 1,4-Cylohexanedione-2,5-dicarboxylate, which is used for
the production of quinacridone pigments and photosensitive polymer
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[RREERFE ] b

[Dongao Production Plant |

[RHAEERE ] ¥
[ Dongguang Production Plants |

[RELERE ] ]

[Dongying Production Plant]

[DSDP | 15
[DSD Acid |

[REE ] i
[Group|

[T ) sk [ ] i

[HK$lor[Hong Kong dollars]or [HK
dollars]

[&%] &
[Hong Kong |

[BREA i
[herbicides ]

[EEX AR <]

[Huage Holdings |

Tsaker Chemical Group Limited ¥ Z{t 2 EBEHFEA

Definitions

e

RZZB-—REFRLAMNBAVERERBOEERE (LRFRHILRERE
M) - BIEE (P EHE)PNT « ONT » MNT * OT ENMP (—EFR MR
ST AR /380,000 A EMBNEERE - i - RIERRZIEEME
BEEE

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 80,000 tonnes of
mononitrotoluene) which is acquired by Tsaker Dongying on 4 May
2016 and located in Dongying, Shandong Province, the PRC

ERAEERELEARAEERE (T&ERBRHBE) H5H
collectively, the North Dongguang Production Plant and the South
Dongguang Production Plant (as defined in the Prospectus)

AR YEREEENEERE BAIEETRILREREHERR -
1% 2 U= A A DSDBR [ EAth 24 I B Rt A Pl B2

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
the production of DSD Acid and other dye and pigment intermediates

44 ZRETRLE-2,2- “TEE - BERR - 2R MR B AP HE

otz

(=3

4,4’-Diaminostilbene-2,2’-disulfonic acid, which is used as an
intermediate of dyes, fluorescent whitening agents and pesticides

ENS DS BN ST =N

our Company and our Subsidiaries from time to time

EREEEWET
Hong Kong dollars, the lawful currency of Hong Kong

BERRRITH R
the Hong Kong Special Administrative Region of the PRC

PR ROB S I I % sAE W 4 R 91 2 B2
a chemical agent used to kill or inhibit the growth of unwanted plants

ELEREEBRAF R—ANANFTZARNBRERBEEEKINA
A] - RS AV IRER AT 22 32

Huage Holdings Group Co., Ltd. (EXZEREEFRAF]), a company
established under the laws of the PRC on 6 December 1999 and was
controlled by Ms. Ge Hong, the sister of Mr. Ge Vi



[FRFEgE |
[intermediates ]
[1SO14001:2004 |

[1SO14001:2004 ]

[1S09001 |

1509001 |

[
[Listing]

[ WA
[Listing Date

[ ETa4R A1
[Listing Rules |

[MNT |

[MNT |

[12%=FAl |
[Model Code]

[REE K[ RIEE]
[Mr. Ge YiJor[Mr. Ge]

[—HERX]
[mononitrotoluene ]

Definitions

e

EREEREMICERNRMEHEED
chemicals that are used as raw materials to produce other chemical
products

R-ZZMFHERR -_ZTAFR T ——FRETNEREEERR
FEERBRRE

International Organization for Standardization standard for
environmental management systems as enacted in 2004 and
amended in 2009 and 2011

B RE BB R % 4£E  ZERREITENESRIEMBEM
WEEEEERER

quality management systems model published by International
Organization for Standardization for quality assurance in design,
development, production, installation and servicing

Bt BRBSE A2 P AR _E T
listing of the Share on the Main Board of the Stock Exchange

—E-RFtH=H
3 July 2015

i 32 P eE o5 BT AR A
the Rules Governing the Listing of Securities on the Stock Exchange

S-EEMFANMMEERE - AERETHEE  BEAME LA REEH
ik

3-nitrotoluene or meta-nitrotoluene, which is used as agricultural
chemical intermediates, pharmaceutical intermediates, and dye and
pigment intermediates

FARBIMESETAAE ] BT AEFETESRSIRESTE ]
theModel Code for Securities Transactions by Directors of Listed
Issuers] as set out in Appendix 10 to the Listing Rules

XX BAZEBRERRZ — (ERR EMRAD - $ITES - TERITHAER
Ge Yi (XX), one of our controlling shareholders (as defined in
the Listing Rules), an executive Director, our Chairman and Chief
Executive Officer

PNT » ONT &2 MNT
PNT, ONT and MNT
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[NMP S
[NMP ]
[RBZBE S

[Nomination Committee |

[OBA] 15
[OBA]

[ONT] 5
[ONT]

[OT] 5
[OT]

[PNT] 15
[PNT]

[ gk [ A B AR | i1

[PRCJor[Chinalor [Mainland China]

[BARE A E #
[Prospectus |
[FHMEEE ] i

[Remuneration Committee ]

[ R Eic
[Reporting Period ]

Tsaker Chemical Group Limited Xt EBEBHR L

Definitions

e

N-FRE-2-UL IR LR - ARERERTTE - BREESHEE SO FEEY
ME R B BT

N-methyl-2-pyrrolidone, which is used in the clean energy industry,
including lithium battery manufacturing, high polymer material
industry and pharmaceutical industry, etc.

EEgRA%ES

nomination committee of the Board

B2 FERRNARER ~ BRI R Ak cn A EE 0 218 5
optical brightening agents that are widely adopted in the production
of paper, detergent and textile

31_3
&

-THERRLMEERE - BEREPHBORME  LEEREHN
GEFE RS - AR BRI P RE

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.

BEFAERR - ONTHY T HEmMR - T2RERE (LEERED) FHE
ortho-toluidine, a downstream product of ONT, primarily applied as
an intermediate for agricultural chemicals, especially herbicides

A-REEFF RS HET R - AERHTREEMEATREENRME - 258

DSDE&

4-nitrotoluene or para-nitrotoluene, which is used as the raw materials
for dye intermediates and pigment intermediates, including DSD Acid

REARKME - BRIEXEZEIE - SRITBESE - RBURPIRRIT
W k&

the People’s Republic of China, which excludes Hong Kong, the
Macau Special Administrative Region of the PRC and Taiwan, unless
otherwise indicated

AARBHAZST —AFAAAZT=BERHRASE
the prospectus of the Company dated 23 June 2015

ExeyMEzES

remuneration committee of the Board

BE_Z_ZF-A-BRE_Z_ZF+_A=+—HHH
the period from 1 January 2020 to 31 December 2020
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[Review Year]

[ARE ]
[RMB]J

[EEe ]

[SFC]

[B% 17
[Share(s) |

[ A% R |
[ Shareholder(s) ]

[ B8t 22 FfT |
[ Stock Exchange

M98 ]

[tonnes
B2

[ Tsaker Beijing ]

[FERM]

[ Tsaker Cangzhou ]

[FERR]

[ Tsaker Dongao |

BEEIA 2

[Hebei Tsaker ]

Definitions

B=

BT -_TF—A—RAE-TTF+=-A=+—H
from 1 January 2020 to 31 December 2020

HEDEEEBARE

Renminbi, the lawful currency of the PRC

EEESFMYESEBEREZES
the Securities and Futures Commission of Hong Kong

RRARZ RS
the share(s) of the Company

ENNS S

the shareholder(s) of the Company

BERMERSAAR AT
The Stock Exchange of Hong Kong Limited

N

metric tonnes

FRERF QLR BRAR  RZE—=F+ AT+ AREPEIEEK LM
NENE AR AREEE2EWE AR

Tsaker Technology (Beijing) Co., Ltd. (NERF (AL5) AR AA]), a
company established under the laws of the PRC on 17 October 2013,
and an indirectly wholly-owned subsidiary of our Company

EELEZOAM) BRAR  RZZEZRAFNAZT=ZARBPEEENKL
AR MAABIEEEZENB AR

Tsaker Chemical (Cangzhou) Co., Ltd. (EE(LZ CAIM) BRAR]), a
company established under the laws of the PRC on 23 September
2005, and an indirectly wholly-owned subsidiary of our Company

WEFEERBIEBEREARR  RZEEZMOF=-A+HAREFREERE
R AR ARAGNEEEEWB QG

Shandong Tsaker Dongao Chemicals Co., Ltd. (ILEEERE({LEHE
[R&E{LAA]), a company established under the laws of the PRC on
15 March 2004, and an indirectly wholly-owned subsidiary of our
Company

MR BROBBRAR RZE—=FRAALAREBRBIERK L
NAIRARBIEEE2EWE QA

Hebei Tsaker Chemical Co., Ltd. Gt ¥R ERMHABRAE), a
company established under the laws of the PRC on 7 May 2013, and
an indirectly wholly-owned subsidiary of our Company
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[ Tsaker Dongying |

[FEEE]

[ Tsaker Hong KongJ

[REER]

[ Tsaker Xiajin|

E=5
[US$lorUS Dollar]or[USD ]

- EEF)

*

w4

Tsaker Chemical Group Limited &

For identification purpose only

LEEEARA

=i

Definitions

B=

FEhZ(RE)BARAR  RZE—NFRAZTHRBEPEVAEK D
RAIRARREEEZENERA

Tsaker Chemical (Dongying) Co., Ltd. (¥&{LE(HL) AR AR, a
company established under the laws of the PRC on 20 May 2014, and
an indirectly wholly-owned subsidiary of our Company

KRB (BB)ERAT  RZE—TFNAZAEEBEMALHBR
REARARAHEZEMNB QA

Tsaker Chemical (Hong Kong) Co., Ltd. (E&{LE (FH)BRAF),
a company incorporated in Hong Kong with limited liability on 2
September 2010, and an indirectly wholly-owned subsidiary of our
Company

FEEZ2(ER)ARAR  RZZE—AREFTZAZHREBEPEVEAEK D
DA ARANHEEZEMNE LA

Tsaker Chemical (Xiajin) Co., Ltd.* (¥&IE (EZ)BRAT), a
company established under the laws of the PRC on 2 December
2016, and an indirectly wholly-owned subsidiary of our Company

EEDEFEMET
United States dollars, the lawful currency of the United States of
America



TSAKER

Color the World

TSAKER CHEMICAL GROUP LIMITED
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