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Company Overview
NEBE

TSAKER CHEMICAL GROUP LIMITED, together with its
subsidiaries, is the world’s leading producer of a number of
fine chemicals that functions as dye, pigment and agricultural
chemicals intermediates, with its main products that accounted
for a significant portion of the world’s market share. According
to Frost & Sullivan, our production scale of DSD Acid, a dye
intermediate, was ranked first in the world by production volume
and accounted for approximately 53.0% of the world’s market in
2016. We were also ranked first in the world for the production of
DMSS, a pigment intermediate which accounted for approximately
42.7% of the world’s market. We were ranked second in the world
for the production of DMAS, which accounted for approximately
19.8% of the world’s market. We were ranked third in the
world for production of mononitrotoluene, which accounted for
approximately 18.8% of the world’s market.

One of the main products of the Group is DSD Acid, a dye
intermediate, after processing, can produce dyes and optical
brightening agents (*OBA”), a chemical that is commonly used
to brighten or whiten paper and textile. OBA is also the core
ingredient, without any comparable substitutes, for the production
of dyes for paper and textile, and fluorescent whitening agents
for plastics and consumer goods. OBA is most likely to be found
in daily use, including paper, textile, detergents and cosmetics.
Driven by increased demand from the public for consumer
goods in the PRC, there will be an increase in the demand for
OBA and the related DSD Acid. The global production volume of
DSD Acid increased from approximately 41.8 kilotons in 2011 to
approximately 57.7 kilotons in 2016, with an annual compound
growth rate of 6.6%. It is expected that the global production
volume will reach approximately 65.8 kilotons by 2020.

In order to enhance the Company’s business strength and expand
products structure, the Group entered into the OBA assets leasing
agreement with Xiajin Zhenhua Chemical & Technology Company
Limited in December 2016, pursuant to which, the Group leased
the assets and facilities in relation to the production of OBA for
textile printing and dyeing and OBA for detergent, starting from
January 2017.
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Another major product of the Group is pigment intermediate such
as DMSS and DMAS, which are important raw materials for the
production of pigments, which are materials that change the color
of reflected or transmitted light as a result of wavelength-selective
absorption. DMSS, DMAS and other pigment intermediates
we produced are basic materials for producing high-end paint
pigments which are used for building and automobile applications,
photosensitive polymer, light color stabilizers, pesticides,
bactericide, plastics, pharmaceuticals and food additives.
The global production volume of DMSS has increased from
approximately 4.6 kilotons in 2011 to approximately 6.6 kilotons
in 2016, with an annual compound growth rate of approximately
7.4%. It is expected that the volume of global production will
reach approximately 10.3 kilotons by 2020. The global production
volume of DMAS has also maintained stable growth from
approximately 3.9 kilotons in 2011 to approximately 4.8 kilotons
in 2016, with an annual compound growth rate of approximately
4.0%. It is expected that the volume of global production will
reach approximately 5.6 kilotons by 2020.

One of the other major products of the Group is mononitrotoluene.
Mononitrotoluene can generate PNT, ONT and MNT through
chemical process at the same time. PNT is the major raw material
for DSD Acid production, while for ONT, its primary application
is for the production of OT. The majority of ONT and OT are used
to produce agricultural chemicals, particularly for herbicides.
We successfully secured the upstream raw material supplies
of DSD Acid, and stabilized its price through production of
mononitrotoluene, and further expanded product portfolio to
agricultural chemical intermediates ONT and OT, so as to expand
market share. Since an increasing number of individual farms
are expected to be replaced by large-scale modern farms, the
usage of agricultural chemicals is expected to have a continuous
increase. MNT can also be applied in other industries such as
the dye and pigment industry and pharmaceutical industry.
The global production volume of mononitrotoluene increased
from approximately 265.0 kilotons in 2011 to approximately
357.4 kilotons in 2016, with an annual compound growth rate of
approximately 6.2%. It is expected that the global production
volume will reach approximately 445.2 kilotons by 2020.
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Company Overview
NGIEA

The Group adheres to the strategy of extending the production
chain horizontally. With its competitive advantage in technology
research and development as well as ample production
experiences accrued in the fine chemical industry, in 2017,
the Group entered the field of Battery Materials, which creates
synergy with its existing products. The Group is planning to invest
and construct its production line at Cangzhou, Hebei Province
with a production capacity of 15,000 tonnes for cathode materials
for lithium batteries-ironic phosphate. The production line is
expected to commence production in the second half of 2017
upon the completion of the construction process.

Production facilities owned by the Group are mainly located at
Dongguang, Hebei Province and Dongying, Shandong Province in
the PRC respectively. We are now building a new production plant
in Dongying.
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Corporate Information
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Financial Highlights
MBREE

For the six months ended 30 June

B NA=1THI1EXEA

REVENUE e

GROSS PROFIT EF

PROFIT FOR THE PERIOD R EARE R A

Profit attributable to: JEAE 5 F)
Owners of the parent [SYNCIEZZ DN

Earnings per share attributable to ordinary AT EBERER A

equity holders of the parent: JEE B IRAT -
- Basic and diluted — BEAXRKREEE

2017 2016
RMB’000 RMB’000
ARBTT ARETT
(Unaudited) (Unaudited)
(RRER) (RE&EZ)
607,201 500,594
156,153 159,407
57,545 74,591
57,545 74,591
AKR#0.06T AR#0.077T

Revenue of the Group for the six months ended 30 June 2017
amounted to approximately RMB607.2 million, representing an
increase of approximately RMB106.6 million or 21.3% comparing
with that in the same period of 2016.

Gross profit of the Group for the six months ended 30 June 2017
amounted to approximately RMB156.2 million, representing a
decrease of approximately RMB3.2 million or 2.0% comparing with
that in the same period of 2016.

Net profit of the Group for the six months ended 30 June 2017
amounted to approximately RMB57.5 million, representing a
decrease of approximately RMB17.1 million or 22.9% comparing
with that in the same period of 2016.

Basic and diluted earnings per share of the Group for the six
months ended 30 June 2017 amounted to RMBO0.06, representing
a decrease of RMB0.01 or 14.3% comparing with that in the same
period of 2016.

The Board does not recommend the payment of any interim
dividend for the six months ended 30 June 2017.
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PERFORMANCE REVIEW

Management Discussion and Analysis

Operating segment information

BEENWE TN

£ {C1)
REDMRE

Agricultural
Pigment Dye chemical Battery
Six-month period ended BZ-_Z-t£XA=tH intermediates intermediates intermediates Materials
30 June 2017 (unaudited) IEAEA (REER) BRI FHEE REGHE Btk
Revenue (RMB’000) WA (AR%BTF ) 100,782 303,593 202,271 555 607,201
Cost of sales (RMB’000) BAE (AR%T ) 65,180 224,028 161,437 403 451,048
Sales volume (tonnes) HEHE (W) 3,481 18,577 20,663 24 42,745
Gross profit margin Efl= 35.3% 26.2% 20.2% 27.4% 25.7%
Average unit selling price BNYIIER
(RMB/tonne) (AR%T /) 28,952 16,342 9,789 23,125 14,205
Agricultural
HE-T -/ A=T1H Pigment Dye chemical Battery
Six-month period ended EAER (REER) intermediates  intermediates  intermediates Materials Total
30 June 2016 (unaudited) (restated) (& Z31) BRI E ARH RS BEREE B Fit
Revenue (RMB'000) WA (AREFT) 96,529 241,075 162,990 - 500,594
Cost of sales (RMB'000) A (AREFT) 56,373 164,549 120,265 - 341,187
Sales volume (tonnes) HEHE (W) 3,170 16,509 17,689 - 37,368
Gross profit margin ESy B 41.6% 31.7% 26.2% - 31.8%
Average unit selling price BRUFHER
(RMB/tonne) (ANR¥T /1) 30,451 14,603 9,214 - 13,396
Compared with the first half of 2016, during the Review Period, the B —F — ;<& F¥FHEHE - ROEBEHR @ KNEBEM
sales volume and sales amount of the four segments of the Group A5 M EHE LIHESERBEIL I - B %ﬂz
have significantly increased, but the gross profit margin showed 2R THEEE - REEERN  ANEFKZFE —
a decreasing trend. During the Review Period, the revenue of 7¢L¥$Lﬁ21 3% 1B FE | & T pE6. 11|E

the Group increased by 21.3% as compared with the first half
of 2016. The gross profit margin, however, decreased by 6.1
percentage points. It was mainly due to an increase in the price of
raw materials. During the Review Period, the Group has gradually
raised the selling price of the main products. As the overall selling
prices increased and the market share of the main products of the
Group remained stable, the Company has confidence in its future
development.

B TERAREMHER LK - AEEREEY
NENETEERHEEERES LR ERNEEE
BEMAEERLANRTIZERMSNERER
JE o ARBEREBERFTMED °
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Management Discussion and Analysis
EEENWR DN

Currently, the major customers of the Group are world-renowned
international chemical producers and our product qualities
are highly recognised. With a sales amount of approximately
RMB171.6 million, the sales to the five largest customers of the
Group accounted for approximately 28.3% of the Group’s overall
revenue during the Review Period. In terms of the geographical
location, revenue from Mainland China, India, the United States of
America, Italy, Germany, Taiwan and other regions accounted for
approximately 62.8%, 11.5%, 5.4%, 4.1%, 3.7%, 3.6% and 8.9%
respectively.

During the Review Period, the overall gross profit of the Group
decreased by approximately 2.0% to approximately RMB156.2
million as compared with that in the same period of last year.
This is because the agricultural chemical intermediates business
became a significant revenue contributor of the Group, yet
its average gross profit margin was slightly lower than that of
the other products by approximately 20.2%. Meanwhile, the
production costs for the Company’s main products have been
rising as a result of the increasing prices of raw materials, as
compared with that of the same period of 2016. However, the
adjustment of selling prices came later than the increase in costs
during the same period. Due to the two main factors mentioned
above, the overall gross profit margin of the Group decreased by
6.1 percentage points to approximately 25.7%, as compared with
that in the same period of last year.

During the Review Period, profit attributable to equity holders of
the Company decreased by approximately 22.9% to approximately
RMB57.5 million as compared with that in the same period of
last year. The profit margin attributable to equity holders of the
Company decreased by 5.4 percentage points to approximately
9.5% as compared with that in the same period of last year. The
decrease in profit was mainly due to a decrease of 6.1 percentage
points in gross profit margin as a result of rising operating costs
of its principal activities due to the increasing prices of raw
materials. In addition, the transportation fees went up due to the
sales expenses caused by the increase in sales volume resulting
in an increase of 27.5% in selling and distribution expenses as
compared with that in the same period of 2016. The administrative
expenses such as remuneration and benefits for top talents,
research and development and intermediate fees relating to
the proposed acquisition of Ynnovate Sanzheng increased by
22.1% as compared with that in the same period of 2016. Due
to the above mentioned reasons, the basic and diluted earnings
per share of the Group decreased by RMB0.01 to RMBO0.06 as
compared with that in the same period of last year.

Tsaker Chemical Group Limited 2 Z{t 2 EBER A T
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Management Discussion and Analysis

Dye intermediates — accounted for approximately 50.0% of
the overall revenue (the first half of 2016: 48.2%)

The Group is the world’s largest manufacturer of DSD Acid.
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. During the Review Period,
the customers were keen to increase their inventories. As a result,
the sales volume of dye intermediates increased from 16,509
tonnes in the first half of 2016 to 18,577 tonnes during the Review
Period, representing an increase of approximately 12.5%. Revenue
generated from the segment increased by approximately 25.9%
to approximately RMB303.6 million as compared with that in the
same period of last year, accounting for approximately 50.0% of
the overall revenue.

For the average unit selling price, during the Review period,
the average selling price of dye intermediates increased
gradually, representing an increase by approximately 11.9% to
approximately RMB16,342 per tonne as compared with that in the
same period of last year. Gross profit margin, however, dropped
slightly due to the fact that the growth of increase in the average
selling prices was slower than that of the increase in the average
production costs. The gross profit margin of the segment dropped
from approximately 31.7% in the first half of 2016 to approximately
26.2% during the Review Period, representing a decrease of
approximately 5.5 percentage points.

Pigment intermediates — accounted for approximately
16.6% of the overall revenue (the first half of 2016: 19.3%)

Being the world’s largest DMSS manufacturer and distributor, the
Group is also the world’s second largest manufacturer of other
major pigment intermediates, such as DMAS and DIPS. Pigment
intermediates are mainly used in printing ink, food additives,
and high-performance pigments, such as automotive paints
and coatings. As the market requirement for the performance of
pigments gradually increases and high performance pigments
outperform ordinary pigments in various aspects, including heat
and light resistance, it is expected that the market demand for
such high-performance pigments will gradually increase, which
will in turn promote the overall development of the segment.

BEER R DT

R - (hEEWELN50.0% (ZF—RF
E¥F :48.2%)

NEB A2 HRHEARDSDEAAER - DSDEEEZ fE
FAROBA » i EREHBRIAA ARG
BHRARPHEAKD - REBEHR  AREFHER
BINETR  BERHTEENHEEEN T —K<F
¥ F 16,5008 F £ B EEEA N AY18,57718 + FHiR
#112.5% o R UL 25 8 A 6 A BAIE IN4925.9% « =
HWARKS03.6EETT  HEEBKEL50.0% °
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Management Discussion and Analysis
EEENWR DN

During the Review Period, with the impact of the increase in
sales volume, the revenue of pigment intermediates segment for
the period increased by approximately 4.4% to approximately
RMB100.8 million as compared with that in the same period of last
year, accounting for approximately 16.6% of the Group’s overall
revenue. As for gross profit, the overall gross profit of the segment
decreased by approximately 11.3% to approximately RMB35.6
million, while the gross profit margin decreased by 6.3 percentage
points to approximately 35.3% due to the increase in the price of
raw materials.

Agricultural chemical intermediates — accounted for
approximately 33.3% of the overall revenue (the first half of
2016: 32.5%)

Mononitrotoluene is the upstream product of DSD Acid. It
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
agricultural chemicals and herbicides. The Group expects
that the increasing demand for herbicides will drive the overall
development of the segment.

During the Review Period, driven by the increase in sales volume,
revenue generated from the agricultural chemical intermediates
segment showed an increase of approximately 24.1% to
approximately RMB202.3 million as compared with that in the
same period of last year. The average unit selling price and sales
volume increased by approximately 6.2% and approximately
16.8% to approximately RMB9,789 per tonne and 20,663 tonnes
respectively as compared with that in the same period of last year.
As for gross profit, affected by the price growth in raw materials,
the gross profit margin of agricultural chemical intermediates
decreased by 6.0 percentage points to approximately 20.2% as
compared with that in the same period of last year.

Tsaker Chemical Group Limited 2 Z{t 2 EBER A T
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Battery Materials — accounted for approximately 0.1% of
the overall revenue (the first half of 2016: Nil)

In 2017, the Group started to invest and construct its production
line at Cangzhou, Hebei Province with a production capacity of
15,000 tonnes for iron phosphate, a product used to produce
cathode materials for lithium battery, to produce high-performance
iron phosphate products. Iron phosphate is the core raw material
for producing cathode materials for lithium ion batteries-ironic
phosphate, which is ultimately used as cathode materials for
lithium ion batteries and widely applied in the area of automotive
power battery, energy storage battery, lithium battery for daily
electronic products etc.

During the Review Period, the Group’s iron phosphate lab scale
products have been launched in and recognized by the market.

EXPORT

During the Review Period,
amounted to approximately RMB225.9 million,
increase of approximately RMB58.9 million or 35.3% as compared

the export revenue of the Group
representing an

to the export revenue of approximately RMB167.0 million for the
same period of 2016, which was mainly due to the increase in
average unit selling price and sales volume of dye intermediates.

During the Review Period, the export revenue accounted for
approximately 37.2% of the total revenue as compared to
approximately 33.4% for the same period of 2016.

BUSINESS OUTLOOK

Looking forward to the second half of 2017, the overall competition
landscape and the global market will remain challenging.
Nevertheless, with the Group’s leading position in the market,
advanced production, research and development technologies
as well as its visionary strategic moves, we will stand out in a
market with intensified competitions, solidify our position and seek
for stable development. In the future, the Group will continue to
implement the following development strategies.
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Firstly, we will solidify the core position of our current products
in the market. Dye intermediates, pigment intermediates and
agricultural chemical intermediates, which are the current core
products of the Group, have been in a leading position in the
global market. In the future, we will continue to consolidate the
position of our current products in the competitive market and
enhance their market competitiveness through technological
innovation and upgrading of our production techniques. We will
continue to upgrade the production techniques for our current
products, further enhance the quality of our products, reduce
the production costs for products and explore new applications.
We will also expand our capacity for our current core products
in a timely manner, so as to lay a sound foundation for our future
development.

Secondly, we will actively implement our strategy of vertical
extension for our production chain. The Group has been actively
expanding its production chain to upstream and downstream
with the competitive advantages of the current products. In
2015, we have expanded our business to Mononitrotoluene, an
upstream raw material for DSD Acid, which is a core product of
dye intermediates. We also expanded its capacity in 2016. This
allowed us to succeed in implementing our strategy of extending
our production chain to upstream raw materials, maintaining our
strategic control on the core raw materials for the production of
DSD Acid and solidifying our leading position in the global market
of agricultural chemical intermediates.

At the end of 2016, we have leased relevant assets from Xiajin
Zhenhua Chemical & Technology Company Limited (E;Z% k%L
BRIFARAR]) (“Xiajin Zhenhua”) for OBA production and dyeing
OBA, which is used for dyeing and detergent. It has enabled the
Group to extend the production chain for DSD Acid, one of its
core products, to the downstream products of OBA industry. We
will continue to implement the strategy of extending our production
chain vertically to expand the current products in enhancing the
market competitiveness of our current products.
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In 2017, we plan to partner with the third parties to further
expand our current production of NMP products to the area of
carbon nanotube paste. Carbon nanotube paste is a new type
of conductor used for the production of lithium batteries and
is applied to the production of electrode materials for lithium
batteries. It can considerably enhance electric conductivity and
thermal conductivity of materials for batteries to enlarge the
battery capacity and shorten the time for re-charging. It can also
improve the heat dissipation effects of the batteries cooled with its
good thermal conductivity. We are planning to build a production
line of carbon nanotube paste with an initial annual capacity of
2,000 tonnes. As NMP is the key raw material in the production
of carbon nanotube paste, we believe that the vertical expansion
of our business to this area can further enhance the Company’s
position in the market of materials for batteries and achieve better
synergy with iron phosphate, which is used for the production of
cathode materials for lithium batteries.

Thirdly, we will implement our strategy of the horizontal extension
for production chain to various fields with our core competitive
advantage. With its competitive advantage in technology research
and development as well as ample production experiences
acquired in the fine chemical industry, the Group is actively
exploring new business segments. With the growing awareness
of environmental protection both domestically and internationally,
the demand for Battery Materials grows rapidly, particularly in the
market of high-performance cathode materials for batteries. The
Group seizes this opportunity to horizontally expand its product
range to the area of iron phosphate, a cathode material for lithium
batteries. The Group is building a new iron phosphate product
production line in Cangzhou, Hebei Province to produce the high-
performance iron phosphate product. We have implanted our
own competitive core production techniques and green treatment
practice into the production process of iron phosphate, in order to
produce competitive high performance iron phosphate products.

BEER R DT

RZE—+F ZMASRE=ZF&E KRE
NMP%DD%E_'LFTEE": TR 4 %%ﬁﬁﬂ#?uu?ﬁiﬁx o fix
MREREMER— BN HENDEEE - BAEES
BB EEE - TEZFRSEMMENEEEMN
REXR EMRERELTEMNEERNERME - H

EBEMNDE RO A LM ET ML o BT
S AR R A2, O00ME ik A K B AR EHEELR © R
MACKE R EREZRMEANMP - HFIEEE

—EmEENMRARERE - IR A RIEEM
MR B TS AL - BREE T St I R R Ik R i A
A 50T 0 1% R AKRE o

s —

E= MABFRLHEFEBERERNZ TILE
B o REEF A B F B EE §§“DA&‘FZEH1I:I$E
HRENEELELSR  REFARHTRERER -
EZEANRFREBHMILER BV HREAFT RS \i.‘a‘
£ LHEESUGRESREBMHTISEHERER - K
SENMEE 2 ERAREMBESEEMIE
TR KBBR8 CB I - 30 IETE AT b VR M 3T R B 5l
mAEER LTESUREBMEEES RMAKEHA
BHRFEINZOEETIE RIRRGE TEE AR
BEAEREE WMEEHEAMSRSE NN
BEMEERIEEM -

INTERIM REPORT 2017 FHf3R

15



16

Management Discussion and Analysis

EEERWR DT

In addition, with our competitive advantage in green treatment
developed during the long history of our production, we have
been actively working with the third parties on consultancy and
other services for green technologies against a backdrop of
increasing calls for environmental protection in the PRC and
tightening the regulations on environmental protection. As a
leading fine chemical enterprise, we have effectively reduced the
production costs for our products and the green treatment costs
with our advantages in terms of green treatment, and have gained
significant competitive advantage in the market.
on these technical advantages, we are planning to actively
commence the business of third party green treatment solutions,
with emphasis on the consultancy services relating to air, water
and solid waste pollution. We believe that the expansion of our
business to environmental protection, which is a new area, will be
an important development direction of the Group in the future.

Leveraging

FINANCIAL REVIEW
Revenue and gross profit

During the Review Period, the revenue and gross profit amounted
to approximately RMB607.2 million and approximately RMB156.2
million respectively, representing an increase of approximately
RMB106.6 million or 21.3% and a decrease of approximately
RMB3.2 million or 2.0% from approximately RMB500.6 million
(restated) and approximately RMB159.4 million (restated)
respectively for the same period in 2016. During the Review
Period, the gross profit margin of the Group was approximately
25.7%, as compared to approximately 31.8% (restated) for the
same period in 2016. The decrease in the Group’s gross profit
margin was mainly due to the increasing price of raw materials
from the second half of 2016 while the growth of increase in the
selling prices of products from 2017 was slower than that of the
increase in the price of raw materials, despite the selling prices
of products have been increased in 2017, and the revenue
proportion of agricultural chemical intermediates, the gross
profit margin of which was lower, in the Group’s overall revenue
increased.
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Net Profit and Net Profit Margin

During the Review Period, the net profit of the Group was
approximately RMB57.5 million, representing a decrease of
approximately RMB17.1 million or 22.9% as compared to
approximately RMB74.6 million (restated) for the same period in
2016. During the Review Period, the net profit margin of the Group
was approximately 9.5%, as compared to approximately 14.9%
(restated) for the same period in 2016.

Selling and distribution expenses

During the Review Period, selling and distribution expenses
amounted to approximately RMB24.1 million, representing
an increase of approximately RMB5.2 million as compared to
approximately RMB18.9 million (restated) for the same period
in 2016. The increase in selling and distribution expenses was
mainly attributable to the increase in the sales volume of products,
leading to higher transportation fees, packaging fees and
handling fees.

During the Review Period, selling and distribution expenses
represented approximately 4.0% of the Group’s revenue (for the
six months ended 30 June 2016: approximately 3.8% (restated)).

Administrative expenses

During the Review Period, administrative expenses amounted
to approximately RMB51.5 million, representing an increase of
approximately RMB9.4 million as compared to approximately
RMB42.1 million (restated) for the same period in 2016. The
increase in administrative expenses was mainly due to the
increase in staff costs, research and development expenses as
well as the service fees payable to intermediaries recognised for
the proposed acquisition of Ynnovate Sanzheng.

During the Review Period, administrative expenses represented
approximately 8.5% of the Group’s revenue (for the six months
ended 30 June 2016: approximately 8.4% (restated)).
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Finance costs

During the Review Period, finance costs amounted to
approximately RMB7.4 million, representing an increase of
approximately RMB2.4 million as compared to approximately
RMB5.0 million (restated) for the same period in 2016, mainly
attributable to the increase of bank loans.

Exchange Loss

During the Review Period, the exchange loss amounted to
approximately RMB0.03 million, representing a decrease of
approximately RMB6.1 million as compared to the exchange loss
of approximately RMB6.1 million (restated) for the same period
of 2016, which was mainly due to the change of overseas RMB
deposits to United States Dollars deposits.

Income tax expense

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

During the Review Period, income tax expenses amounted to
approximately RMB18.0 million, representing a decrease of
approximately RMB1.7 million as compared to approximately
RMB19.7 million (restated) for the same period in 2016. The
decrease in income tax expense was mainly attributable to (i)
the fact that Tsaker Dongao utilized the deductible tax losses
it generated in the previous years during the Review Period,
resulting in a decrease in the Group’s taxable profit as compared
with that in the same period of 2016; and (ii) profit before tax
during the Review Period decreased as compared with that in the
same period of 2016.

Cash flows

During the Review Period, the Group generated net cash flow from
operating activities of approximately RMB57.1 million, representing
an increase of approximately RMB18.5 million as compared to
approximately RMB38.6 million (restated) for the same period in
2016, which was mainly due to the settlement of certain operating
payables by the endorsed notes receivables of RMB75.0 million
obtained from IFEL.
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During the Review Period, the Group’s net cash flows used
in investing activities were approximately RMB160.8 million,
representing an increase of approximately RMB16.2 million as
compared to approximately RMB144.6 million (restated) for
the same period in 2016, primarily as a result of an increase in
investment expenses arising from the construction of production
line for iron phosphate and the extension of our production line for
DMAS during the Review Period.

During the Review Period, the Group’s net cash outflow used
in financing activities were approximately RMB174.0 million,
representing a decrease of approximately RMB251.9 million
as compared to the net cash inflow generated from financing
activities of approximately RMB77.9 million (restated) for the same
period in 2016, primarily as a result of (i) funds paid to related
parties increased by approximately RMB88.8 million during the
Review Period as compared to the same period of 2016; and (ii)
the net amount of proceeds from issue of shares, bank and other
borrowings and external guarantees decreased by approximately
RMB163.1 million during the Review Period as compared to the
same period of 2016.

LIQUIDITY AND CAPITAL STRUCTURE

During the Review Period, the daily working capital of the Group
was primarily derived from internally generated cash flow from
operations and bank borrowings. As at 30 June 2017, the Group
had (i) cash and cash equivalents of approximately RMB119.8
million, which include RMB74.8 million denominated in RMB and
approximately RMB45.0 million in other currencies (USD and
HKD) (831 December 2016: approximately RMB396.7 million, which
include RMB191.8 million denominated in RMB and approximately
RMB204.9 million in other currencies (USD and HKD); (ii)
restricted cash of approximately RMB220.0 million (31 December
2016: approximately RMB72.5 million); and (iii) interest-bearing
bank and other borrowings of approximately RMB531.0 million
with interest rates from HIBOR+2.7 to 10.84% per annum, of which
approximately RMB234.3 million shall be repayable within one
year (as at 31 December 2016: approximately RMB481.6 million
with interest rate from HIBOR+2.7 to 7.60% per annum, of which
approximately RMB241.6 million shall be repayable within one
year). As at 30 June 2017, banking facilities of HKD20.0 million
were unutilised by the Group.

During the Review Period, the Group did not use any risk hedging
instrument or have any borrowing or hedge in its foreign currency
investment.
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Gearing ratio

As at 30 June 2017, the Group’s gearing ratio was approximately
49.8% as compared to approximately 50.1% as at 31 December
2016, which is calculated at interest-bearing bank and other
borrowings at the end of the period divided by total equity.

CURRENT ASSETS

As at 30 June 2017, total current assets of the Group amounted
to approximately RMB961.3 million (as at 31 December 2016:
approximately RMB926.2 million), primarily consisting of
inventories of approximately RMB120.5 million (as at 31 December
2016: approximately RMB81.8 million), trade receivables and
notes receivables of approximately RMB329.1 million (as at 31
December 2016: approximately RMB281.0 million), prepayments
and other receivables of approximately RMB172.0 million (as at
31 December 2016: approximately RMB94.2 million),
cash equivalents of approximately RMB119.8 million (as at 31
December 2016: approximately RMB396.7 million) and restricted
cash of approximately RMB220.0 million (as at 31 December
2016: approximately RMB72.5 million).

cash and

INVENTORIES

Inventories of the Group mainly include raw materials,
work-in-progress and finished products. The turnover days for
inventories were 40 days during the Review Period (the turnover
days for inventories for 2016: 39 days).

TRADE AND NOTES RECEIVABLES

As at 30 June 2017, trade and notes receivables of the Group
increased by approximately RMB48.1 million as compared to that
at the end of 2016, mainly due to the increase in sales revenue
during the Review Period as compared to the same period of
2016,
receivables at the end of the period.

leading to an increase in balance of trade and notes
The turnover days for trade receivables were 64 days during the
Review Period while that for the year 2016 were 64 days.

As at 4 August 2017, approximately RMB127.8 million or 56.4% of

the trade receivables outstanding of the Group as at 30 June 2017
were settled.
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PREPAYMENTS AND OTHER RECEIVABLES

As at 30 June 2017, prepayments and other receivables of
the Group increased by approximately RMB77.8 million from
approximately RMB94.2 million in aggregate as at 31 December
2016 to approximately RMB172.0 million in aggregate, which was
mainly due to an increase in the prepaid equipment, construction
costs and prepaid tax.

CURRENT LIABILITIES

As at 30 June 2017, total current liabilities of the Group amounted
to approximately RMB717.6 million (as at 31 December 2016:
approximately RMB716.9 million), primarily consisting of trade
payables of approximately RMB303.4 million (as at 31 December
2016: approximately RMB256.5 million), other payables and
accruals of approximately RMB124.6 million (as at 31 December
2016: approximately RMB199.2 million), interest-bearing
bank borrowings of approximately RMB118.0 million (as at 31
December 2016: approximately RMB181.6 million), tax payables
of approximately RMB17.2 million (as at 31 December 2016:
approximately RMB19.6 million) current portion of long-term bank
and other borrowings of approximately RMB116.3 million (as at
31 December 2016: RMB60.0 million) and dividend payable of
RMB38.1 million as at 30 June 2017 (as at 31 December 2016:
Nil).

TRADE PAYABLES

During the Review Period, the turnover days for trade payables
decreased from 122 days in the year of 2016 to 112 days during
the Review Period, which was mainly due to the decrease in
the balance of construction costs payable as compared to 31
December 2016.

OTHER PAYABLES AND ACCRUALS

As at 30 June 2017, other payables and accruals of the Group
decreased by approximately RMB74.6 million from approximately
RMB199.2 million in aggregate as at 31 December 2016 to
approximately RMB124.6 million in aggregate, which was mainly
due to the amount due to related parties being settled during the
Review Period.
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PLEDGE OF ASSETS

As at 30 June 2017, certain of the Group’s property, plant
and equipment, lands and bank deposits with a net carrying
amount of approximately RMB467.5 million (31 December 2016:
approximately RMB118.7 million) were pledged to secure bank
and other borrowings granted to the Group.

MATERIAL ACQUISITIONS, DISPOSALS AND
MATERIAL INVESTMENT

There were no material acquisitions, disposals and material
investment of the Group for the period ended 30 June 2017.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at
30 June 2017.

FOREIGN EXCHANGE RISK

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

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

EMPLOYEES AND REMUNERATION POLICIES

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

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

As at 30 June 2017, the Group had 1,673 employees (as at 31
December 2016: 1,613).

For the six months ended 30 June 2017, the total staff costs of
the Group (including wages, bonuses, social insurances and
provident funds) amounted to approximately RMB56.4 million
(for the six months ended 30 June 2016: approximately RMB55.8
million (restated)).

APPLICATION OF PROCEEDS FROM LISTING

Trading of the Shares on the Main Board of the Stock Exchange
commenced on 3 July 2015, the net proceeds from the Listing
amounted to approximately RMB378.8 million. The proceeds were
used for the purposes as disclosed in the use of proceeds of the
Prospectus.

As at 30 June 2017, the proceeds of approximately RMB37.9
million has been used as additional working capital, approximately
RMB189.4 million has been used to expand production capacity,
approximately RMB25.1 million has been used to develop new
products and approximately RMB18.9 million has been used to
pay the rents of Phase | and Phase Il of Tsaker Dongao.

APPLICATION OF PROCEEDS FROM PLACING

On 28 April 2017, the Company and the Joint Placing Agents,
namely Guotai Junan and China Investment Securities, entered
into the Placing Agreement, pursuant to which the Joint Placing
Agents have conditionally agreed to procure the subscription of up
to 21,000,000 Placing Shares to the Placees at the placing price
of HK$5.15 per Placing Share. The condition set out in the Placing
Agreement has been fulfilled and the Placing was completed
on 18 May 2017. An aggregate of 21,000,000 Placing Shares
have been allotted and issued to not less than six Placees at the
placing price of HK$5.15 per Placing Share. The net proceeds
from the Placing were approximately HK$107 million, of which
50% was used for construction and operation of cathode materials
for lithium ion batteries — ironic phosphate project, and 50% for
providing additional working capital for the Group as at 30 June
2017. The proceeds were used for the purposes as disclosed in
the announcement of the Company dated 18 May 2017.
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EVENTS SUBSEQUENT TO THE REVIEW PERIOD

On 21 July 2017, as the Company, the Seller and Ynnovate
Sanzheng were unable to reach an agreement in respect of the
proposed acquisition of 75% equity interest in Ynnovate Sanzheng
by the Company from the Seller pursuant to the MOU, the parties
of the MOU therefore entered into the Termination Agreement,
pursuant to which the parties agreed to terminate the MOU
and the proposed acquisition with effect from the date thereof.
Upon termination, the MOU (save for the terms in relation to
confidentiality) shall cease to have any further binding and legal
effect upon the Company, the Seller and the Target Company,
and each of them shall be released from all rights and obligations
thereunder. For details, please refer to the announcements dated
10 February 2017 and 21 July 2017 of the Company, respectively.

Following the approval by the Shareholders at the 2017 AGM,
the Company distributed a final dividend of RMB0.073 per
Share (equivalent to HK$0.084 per Share) for the year ended 31
December 2016 on 13 July 2017 to the Shareholders. The final
dividend was declared in RMB and paid in Hong Kong dollars.
The relevant exchange rate was HK$1:RMB0.87116, being the
average of the mean exchange rate for the conversion of RMB
against Hong Kong dollars as announced by the People’s Bank of
China for the five business days immediately preceding 16 June
2017. Furthermore, following the approval by the Shareholders at
the 2017 AGM, the Company conducted the 2017 Bonus Issue on
the basis of one bonus Share for every one existing Share held by
eligible Shareholders (except overseas shareholders). Following
the 2017 Bonus Issue, the amount of total Shares increased
from 522,125,000 to 1,044,250,000. The issue of such bonus
Shares was completed on 13 July 2017. Details of the payment
of final dividend and the 2017 Bonus Issue were set out in the
circular of the Company dated 26 April 2017 and the poll results
announcement of the Company dated 16 June 2017.

Except for the above, there were no other material events of the
Group after 30 June 2017.

INTERIM DIVIDEND

The Board does not recommend any interim dividend for the six
months ended 30 June 2017.

CHARITABLE DONATIONS

During the review year, the Group made charitable and other
donations in a total amount of RMB1.0 million.
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CORPORATE GOVERNANCE AND OTHER
INFORMATION

Corporate Governance Practices

The Group endeavours to maintain high standards of corporate
governance to safeguard the interests of the shareholders of the
Company and to enhance corporate value and accountability.
The Company has adopted the Corporate Governance Code and
Corporate Governance Report in Appendix 14 to the Listing Rules
as its own code of corporate governance.

For the six months ended 30 June 2017, the Company has
complied with all the Code provisions of the Corporate
Governance Code set out therein, except for code provision A.2.1
of the Corporate Governance code. In accordance with 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 has been with the Group for many
years, he has a thorough understanding in the Group’s 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 the Group’s business
decisions and strategies, and is beneficial to the business
prospects and management of the Company.

Under the leadership of Mr. Ge, the Board works effectively and
performs its responsibilities with all key and appropriate issues
discussed in a timely manner. In addition, 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.

Corporate Governance
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Compliance with the Model Code

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as its own code of conduct
regarding directors’ securities transactions. Having made specific
enquiries to the Directors, each of the Directors has confirmed
that he/she has complied with the required standards as set out in
the Model Code for the six months ended 30 June 2017.

Audit Committee and Review of Financial Statements

The Board has established the Audit Committee according to the
Listing Rules, which comprises two independent non-executive
Directors, namely Mr. Zhu Lin (chairman) and Mr. Yu Miao and one
non-executive Director, namely Mr. Xiao Yongzheng.

The unaudited interim condensed consolidated financial
statements of the Group for the six months ended 30 June 2017
have been reviewed by the Audit Committee. Ernst & Young
CPA, the independent auditor of the Company, conducted an
independent review on the interim financial information of the
Group for the six months ended 30 June 2017 in accordance with
Hong Kong Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent
Auditor of the Entity”.

CHANGES IN DIRECTORS AND SENIOR
MANAGEMENT

During the Review Period, there was no change of information
of each of the Directors or chief executives of the Company that
is required to be disclosed under Rule 13.51B(1) of the Listing
Rules.

After the Review Period, Ms. Wang Yanling (“Ms. Wang”)
has resigned from the position of a joint company secretary
of the Company (the “Joint Company Secretary”) with effect
from 23 August 2017. Following Ms. Wang’s resignation as a
Joint Company Secretary, Ms. Leung Suet Lun, the other Joint
Company Secretary who possesses the requisite qualification and
experience of a company secretary as required under Rules 3.28
and 8.17 of the Listing Rules, will remain as the company secretary
of the Company with effect from 23 August 2017. As at the date of
this report, the Company is in the course of identifying a suitable
candidate with appropriate experience to fill the relevant vacancy.
For details, please refer to the announcement dated 23 August
2017 of the Company.
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Directors’ and Chief Executives’ Interests and Short
Positions in Shares, Underlying Shares and Debentures

As at 30 June 2017, 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 “SFQ”)), 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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(i) RER Az

Number of Approximate percentage
Name of Director Nature of interest Shares held of shareholding®
E=EH ERME BFEROHE REBMAE 2@
GE Vi Interest in a controlled 345,058,500(L )" © 66.09%

corporation®

BN AR PEEE RS (HFE)
Notes: Wit :
(1) The Letter “L” denotes long position in the Shares. (1) [1T78 | 8D R T A -
(2) As at 30 June 2017, the number of issued Shares were (2) R-F—+FA=1+H 237K NH

522,125,000 Shares.

(3) These Shares represent Shares held by Cavalli which is
wholly owned by Mr. GE Yi.

Z 818 B522,125,000/ -

(3) ZE RN BCavallifFA - MCavallimX
RuE2EHS -
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(ii) Interest in associated corporations

Name of associated

Name of Director corporation

(i)  RIGBEE

Percentage of interest

Nature of interest in the corporation

EEE8 HEEEEE ERME REBZREROE I
GE Yi Cavalli Beneficial owner 100.00%
Bae EnEAA
Note: Wizt -

(1) Cavalli is wholly owned by Mr. Ge Yi. Pursuant to Part
XV of the SFO, Mr. Ge Yi is deemed to be interested in
the Shares held by Cavalli.

Save as disclosed above, as at 30 June 2017, 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 Period.
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Substantial Shareholders’ Interest and Short Positions in
Shares and Underlying Shares

As at 30 June 2017, 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 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
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under Section 336 of the SFO:

Approximate

Capacity/ Number of percentage of
Name of Shareholder Nature of interest securities shareholding®
REBL
REER B RERME HHEHE Botk®
Cavalli® Beneficial owner 345,058,500(L)™" 66.09%
EnEA A (&)
Qi Lin® Interest of spouse 345,058,500(L)™" 66.09%
£ BB o (4 &)
Ocean Equity Partners Interest in a controlled 30,096,000(L)™ 5.76%
Fund Il GP Limited ® corporation (17 2)
REEGEERER
Ocean Equity Partners Interest in a controlled 30,096,000(L)™ 5.76%
Fund Il L.P.® corporation ()
REEHEERER
Ocean Equity Partners Interest in a controlled 30,096,000(L)™ 5.76%
Fund GP Limited® corporation (7 2)
RRAEHEE S
Ocean Equity Partners Interest in a controlled 30,096,000(L)™ 5.76%
Fund L.P.® corporation (HFE)
RZIEHEE =
Wider Pacific Limited® Beneficial owner 30,096,000(L)™ 5.76%
EmEBA (4 E)
Winshare Hongtai (Shenzhen) Beneficial owner 34,425,500(L)™" 6.59%

Investment Partnership (Limited
Partnership)

XERFE ORI KE
BREE (BREE)

BERBEEA

(457)
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(1) The letter “L” denotes long position in the Shares.

(2) The 345,058,500 Shares are held by Cavalli, which is
wholly-owned by Mr. Ge Yi. Ms. Qi Lin, as the spouse of Mr.
Ge Yi, is deemed to be interested in these 345,058,500 Shares
under the SFO.

(3) Ocean Equity Partners Fund L.P. and Ocean Equity Partners
Fund Il L.P. directly own 66% and 34% interests in Wider
Pacific Limited respectively. Ocean Equity Partners Fund Il GP
Limited in turn owns 100% interests in Ocean Equity Partners
Fund Il L.P., hence Ocean Equity Partners Fund Il GP Limited
is deemed to be interested in these 30,096,000 Shares. Ocean
Equity Partners Fund GP Limited in turn owns 100% interests in
Ocean Equity Partners Fund L.P., hence Ocean Equity Partners
Fund GP is deemed to be interested in these 30,096,000
Shares.

(4) As at 30 June 2017, the number of issued Shares were
522,125,000 Shares.

Save as disclosed above, as at 30 June 2017, 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 which would be required to
be disclosed under the provisions of Divisions 2 and 3 of Part
XV of the SFO or to be recorded in the register maintained under
Section 336 of the SFO.

SHARE OPTION SCHEME

During the Review Period, the Group did not have any share
option scheme.

DEBENTURES ISSUED

During the Review Period, the Company did not issue any
debentures.
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EQUITY-LINKED AGREEMENT

During the Review Period, 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.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

On 28 April 2017 (after trading hours), the Company and the
Joint Placing Agents, namely Guotai Junan and China Investment
Securities, entered into the Placing Agreement, pursuant to which
the Joint Placing Agents have conditionally agreed to procure on a
best-effort basis, as agents of the Company, either by themselves
or through their sub-agent(s), the subscription of up to 21,000,000
Placing Shares to the Placees at the placing price of HK$5.15
per Placing Share. On 18 May 2017, the Company completed the
allotment and issue of 21,000,000 Placing Shares (representing
approximately 4.02% of the issued share capital of the Company
as enlarged by the 21,000,000 Placing Shares) to no less than
six Placees at the placing price of HK$5.15 per Placing Share.
The Placing Shares were allotted and issued under the General
Mandate subject to the limit of up to 20% of the aggregate
nominal amount of the share capital of the Company in issue as
at the date of the AGM, (i.e. 100,225,000 Shares, representing
20% of 501,125,000 Shares in issue as at the date of the AGM).
The gross proceeds and net proceeds (after deducting the
placing commission payable to the Joint Placing Agents and other
expenses incurred in the Placing) were approximately HK$108
million and HK$107 million, respectively, of which 50% was used
for construction and operation of cathode materials for lithium
ion batteries-ironic phosphate project, and 50% for providing
additional working capital for the Group. For details, please refer
to the circular of the Company dated 21 April 2016 in respect of
the 2016 AGM, the poll results announcement in relation to the
2016 AGM dated 17 June 2016 and the announcements of the
Company dated 28 April 2017 and 18 May 2017 in respect of the
Placing.
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TEER

In the 2017 AGM, the Board proposed the 2017 Bonus Issue on
the basis of one bonus Share for every one existing Share held
by Shareholders and the increase of the authorised share capital
of the Company from US$10,000,000 (divided into 1,000,000,000
ordinary Shares of US$0.01 each) to US$20,000,000 (divided
into 2,000,000,000 Shares by the creation of an additional
1,000,000,000 new Shares) for approval by the Shareholders.
The above resolutions were duly passed at the 2017 AGM. On
13 July 2017, the Company issued 522,125,000 bonus Shares of
US$0.01 each in the Share Capital of the Company on the basis
of one bonus Share for every one existing Share held as at 30
June 2017. For details, please refer to the circular of the Company
dated 26 April 2017 in respect of the 2017 AGM, the poll results
announcement in relation to the 2017 AGM dated 16 June 2017,
and the next day disclosure return dated 13 July 2017 filed by the
Company in relation to the 2017 Bonus Issue.

Save as disclosed above, during the Review Period, neither the
Company, nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed securities.

PRE-EMPTIVE RIGHT

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

DISCLOSURE UNDER RULE 13.18 OF THE LISTING
RULES

Pursuant to a facility letter dated 8 December 2016 (and as
amended) (the “Facility Letter”), Heng Seng Bank Limited as
lender (the “Lender”) agreed to make available a term facility
of RMB280,000,000 (the “Loan Facility”) to Tsaker Dongying (an
indirect wholly-owned subsidiary of the Company) as borrower,
as working capital of Tsaker Dongying. The Loan Facility shall be
available within three years from the date of the first withdrawal
of the Loan Facility. On 20 February 2017, the Lender included
an additional requirement regarding the Loan Facility, whereby
pursuant to the terms and conditions of the supplemental
facility letter to the Facility Letter dated 20 February 2017 (the
“Supplemental Facility Letter”), Mr. Ge Yi shall remain as a
controlling Shareholder, with his direct or indirect shareholding
in the Company being no less than 51%, throughout the term of
the Loan Facility. Failure to comply with the said requirement will
trigger an event of default under the Supplemental Facility Letter.
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Report on Review of Interim Financial Information

Ernst & Young
22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

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

INTRODUCTION

We have reviewed the accompanying interim financial information
set out on pages 35 to 69, which comprise the condensed
consolidated statement of financial position of Tsaker Chemical
Group Limited (the “Company”) and its subsidiaries (together,
the “Group”) as at 30 June 2017 and the related condensed
consolidated statements of profit or loss and other comprehensive
income, changes in equity and cash flows for the six-month
period then ended, and other explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on the Main
Board of the Stock Exchange require the preparation of a report
on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard
34 Interim Financial Reporting (“HKAS 34”), issued by the Hong
Kong Institute of Certified Public Accountants. The directors of the
Company are responsible for the preparation and presentation of
this interim financial information in accordance with HKAS 34. Our
responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you,
as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of
this report.
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RXE SRR Tel E5%: +852 2846 9888
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Report on Review of Interim Financial Information

PR ERFRRE

EY:

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410, “Review of Interim
Financial Information Performed by the Independent Auditor of
the Entity” issued by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial information consists of
making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information is not
prepared, in all material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public accountants
Hong Kong

23 August 2017
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Unaudited Interim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

AEFRTHEARGSEERAMMEENER

For the six months ended 30 June
HESNA=+HLEEA

2017 2016
—EB—tF AN
RMB’000 RMB’000
ARET T ARBEFIT
(Unaudited) (Unaudited)
(REFEZX) (REEER)
Notes (Restated)*
M at (gED))
REVENUE &= 607,201 500,594
Cost of sales HEX A (451,048) (341,187)
Gross profit EF 156,153 159,407
Other income and gains E MU A RIS 4,697 8,924
Selling and distribution expenses HERDHEAX (24,065) (18,943)
Administrative expenses THAX (51,455) (42,130)
Other expenses HihF (2,318) (1,873)
Finance costs BFRSAK AN 5 (7,406) (4,991)
Exchange loss, net [E 5 5185 5 (31) (6,119)
PROFIT BEFORE TAX BB A 7% A 6 75,575 94,275
Income tax expense S BU5 2 7 (18,030) (19,684)
PROFIT FOR THE PERIOD 7 H [ A 57,545 74,591
OTHER COMPREHENSIVE INCOME HZEUW A
Other comprehensive income BHREGBHEEFHEE
to be reclassified to profit or BacHEMmEmEA
loss in subsequent periods:
Exchange differences on BMEINE S 2 TEH =58
translation of foreign operations (7,682) 8,812
TOTAL COMPREHENSIVE INCOME AEEEZEBRALLE
FOR THE PERIOD 49,863 83,403
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Unaudited Interim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

AEERPHERGSREERAttE2ERER

For the six months ended 30 June
HENAZTHILEAREA

2017 2016
—E—+tF —ET—RF
RMB’000 RMB’000
ARBTT ARBT T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Notes (Restated)*
HtaE (&esE5)
Profit attributable to: THIATEEER
Owners of the parent BRBEEGA 57,545 74,591
Total comprehensive income THIATEAZEA
attributable to: e
Owners of the parent SRR A 49,863 83,403
EARNINGS PER SHARE BAGEERZEEA
ATTRIBUTABLE TO ORDINARY EEERER
EQUITY HOLDERS OF
THE PARENT
Basic and diluted EXRREE
(expressed in RMB per share) (ABRAREHIR) 8 0.06 0.07**
* Certain items in the unaudited interim condensed consolidated ~ * AR —E6 THEBEN  AtBE—T—
financial statements for the six months ended 30 June 2017 tFXNA =18 1IN EA KR % 2 A
have been restated due to a business combination under RAEMBWMEANETEER TES - #—F
common control, further details of which are included in Note 3. FIEHAMIES -

s Besides the business combination under common control, ** BriE — = Hl TR EEE G - AR

basic and diluted earnings per share attributable to ordinary AEBEE—T—A"FAA=ZTARALEAEANGT
equity holders of the parent for the six months ended 30 June RAERAERAEE ABLEBRERNREERF
2016 have been restated due to a bonus issue of shares, BEFEY - E— SR ERANIES o

further details of which are included in Note 8.
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Unaudited Interim Condensed Consolidated Statement of Financial Position

AEEZPHREHRLES M BRI R

As at
P

30 June 31 December
2017 2016
Z— & ZE—RF
AA=+H +=—HA=+—8
RMB’000 RMB’000
ARET T AR®ET T
Notes (Unaudited) (Audited)
HtaE (REEX) (&' Z)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment ME - BE KERE 9 997,417 882,002
Prepaid land lease payments AR T ERIE 82,922 85,207
Other intangible assets HEEREE 1,213 114
Investments in joint ventures REERRZEE 900 900
Available-for-sale investments Al ERE 10 20,700 18,300
Deferred tax assets FEIERIBEE E 26,125 26,963
Other non-current assets Hib3EmBEE 12,636 -
Total non-current assets IERBEELE 1,141,913 1,013,486
CURRENT ASSETS REEE
Inventories T8 11 120,474 81,765
Trade receivables g 5 IE 12 226,388 206,623
Notes receivables K EE 102,667 74,406
Prepayments and other receivables & 3X18 K H b fE I 7k 18 171,991 94,249
Restricted cash XRHEE 219,999 72,461
Cash and cash equivalents BERESZEY 119,810 396,743
Total current assets MEVEEBE 961,329 926,247
CURRENT LIABILITIES REEE
Trade payables B 5 FE 3R 13 303,390 256,523
Other payables and accruals HabfEM B R ERTE R 124,608 199,168
Interest-bearing bank borrowings sTESRITER 14 117,993 181,622
Income tax payable FERFTSHL 17,154 19,634
Current portion of long-term bank REASRIT R H M 1B TR
and other borrowings BREREE 2 14 116,316 60,000
Dividend payable FERTRR B 38,115 -
Total current liabilities BB EEE 717,576 716,947
NET CURRENT ASSETS FERBEE 243,753 209,300
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Unaudited Interim Condensed Consolidated Statement of Financial Position

REERPHERRS PBARR R

As at
0

30 June 31 December
2017 2016
—E—+tHF —E—RF
AA=+H +=—A=+—~H
RMB’000 RMB’000
AR®T T AREFIT
Notes (Unaudited) (Audited)
HiaE (REER) (2=%)
TOTAL ASSETS LESS CURRENT #@EERREHAES
LIABILITIES 1,385,666 1,222,786
NON-CURRENT LIABILITIES FREBAE
Deferred income WA 21,527 21,001
Deferred tax liabilities EEFIBA G 800 800
Interest-bearing bank and FFERITREAMER
other borrowings 14 296,660 240,000
Total non-current liabilities IEmBBERRE 318,987 261,801
Net assets BEFE 1,066,679 960,985
EQUITY En
Equity attributable to owners BARIGER ARG ER
of the parent
Share capital % 32,090 30,649
Reserves & 1,034,589 930,336
Total equity W iEEE 1,066,679 960,985

Tsaker Chemical Group Limited & {t E&£EHR A 7



Unaudited Interim Condensed Consolidated Statement of Changes in Equity

AREZTHERRSREREDR

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENAEAAR

Attributable to owners of the parent

S0 %A ABLE
Safety
Share Share Capital production  Statutory Translation  Retained
capital  premium reserve fund reserve reserve profits Total
RREE
Ba  ROEE  ERRE ¢ iERft  EXRE  RERA EH
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000  RMB’000
ARETR ARMTR ARMTR ARBTR ARMTR ARETR ARETR ARETR
At 1 January 2017 R=E—t5-A—-A 30,649 593,724 (308,202) 39,900 84,295 51,158 469,461 960,985
Profit for the period KRS - = - - - - 57,545 57,545
Other comprehensive AL 2ERA
income for the period - - - - - (7,682) - (7,682)
Total comprehensive PN el N
income for the period - - - - - (7,682) 57,545 49,863
Issue of shares BIIRM 1,441 92,505 - - - - - 93,946
2016 dividend declared ZE-REEERRE = = = - - - (38,115) (38,115)
Appropriation to safety BARZEEES
production fund - - - 5,060 - - (5,060) -
At 30 June 2017 RZZ—t4$ A=1H
(unaudited) (REER) 32,090 686,229  (308,202)*  44,960* 84,295* 43,476  483,831* 1,066,679
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Unaudited Interim Condensed Consolidated Statement of Changes in Equity

AEERTHERRSEESBR

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

Attributable to owners of the parent

BRAEEAER
Safety

Share Share Capital  production  Statutory ~Translation ~ Retained

capital premium reserve fund reserve reserve profits Total
REEE

BE RivEE  EARRE
RMB000  RMB'000  RMB'000
ARETTL ARETR AREBTR

E%  AuRE  ENRE  REEH st
RMB00O ~ RMB'O00  RMB'OO0  RMB'0OD  RMB'00O
ARETL ARETR ARBTR AREBTL ARETR

At 1 January 2016 RZE-7xE-A—-A

(as previously reported) (nB28) 30649 593724 (315467) 33345 56842 25215 417,780 842,088
Adjustment in relation PR LRV ERRE

to the acquisition of BREFAR

Shandong Tsaker EZ3 )

Dongao Chemicals Co. fiti 2 % (HzH3)

Limited (“Tsaker Dongao”)

(Note 3) - - o466 (51) - S 4111) 20464
At 1 January 2016 RZE-15-A—-A

(restated) (EE51) 30,649 593,724 (290,841) 33,294 56,842 25,215 413,669 862,552
Profit for the period AR ERE A

(as previously reported) (A2 R) - - = = - 75,100 75,100
Adjustment in relation to FhEYRRR

the acquisition of felt 2 B (F7223)

Tsaker Dongao (Note 3) - - -

= = = (509) (509)

Profit for the period RERE
(restated) (1 E5) - -
Other comprehensive A2 ERA

income for the period - - _

= = = 74,591 74,591

Total comprehensive PNl PN
income for the period -

= = 8,812 74,591 83,403

Appropriation to safety BARREERS
production fund - _ _

3,179 - - (3,179) -

36,473 56,842 34,027 485,081 9459565

At 30 June 2016 RZE-~E~A=1A
(unaudited) (REEH) 30649 593724"  (290,841)*
* These reserve accounts comprise the consolidated reserves  *

of RMB1,034,589,000 and RMB915,306,000 in the unaudited
interim condensed consolidated statements of financial
position as at 30 June 2017 and 30 June 2016, respectively.
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Unaudited Interim Condensed Consolidated Statement of Cash Flows

AEERTHEARAGSRERER

For the six months ended 30 June
HESNA=+HLEEA

2017 2016
—E—tF T —RF
RMB’000 RMB’000
ARET T ARBEFTT
(Unaudited) (Unaudited)
(REFEX) (REEEZR)
Notes (Restated)*
M at (ED))
CASH FLOWS FROM OPERATING @& ZEffieBenie
ACTIVITIES
Profit before tax: BRELATR A 75,575 94,275
Adjustments for: PTNHSEER AR -
Finance costs IR LIDF 7,406 4,991
Exchange gains, net b Uz 7 F 58 (784) (845)
Interest income FBUA (705) (4,886)
Loss on disposal of items of property, L&Y  KFE &
plant and equipment REHEBENEE 9 260 152
Depreciation e 30,811 25,149
Amortisation of prepaid land BT - FE & R IE Y
lease payments 2,286 2,287
Amortisation of other non-current HinIEmE & =y
assets 2 9
Amortisation of deferred income R REWA B 55 (895) (572)
Impairment of trade receivables B 5 W ERE 12 614 =
Write-down of inventories to net FEWRE#IREE
realisable value 11 1,200 2,069
115,770 122,629
Increase in inventories FEEM (39,907) (28,286)
Increase in trade and notes B 5 e AR IE I e W S2 A5 1 N
receivables (48,639) (28,567)
Increase in prepayments and FE 5 3R T8 K E A pE U SR IE I Hn
other receivables (36,451) (8,266)
Increase/(decrease) in trade Z SRt m
payables CR2) 94,439 (3,168)
Decrease in other payables and E At T RUIE K
accruals FEFtBRR D (1,612) (448)
Increase in restricted cash X RIS (1) (1)
Cash generated from operations KEELHIRE 83,599 53,893
Interest received BHFILE 207 64
Interest paid 2FE (7,065) (5,054)
Income tax paid BRFTEE (19,672) (10,295)
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Unaudited Interim Condensed Consolidated Statement of Cash Flows

AEEZHHERGESRETRER

For the six months ended 30 June
HEANAZTHLEAREA

2017 2016
—E—+tF —E-RE
RMB’000 RMB’000
ARET T AR¥EFTT
(Unaudited) (Unaudited)
(REEXK) (REER)
Notes (Restated)*
Hiat (g=75)) *
Net cash flows generated from RESEBTEIR S RE F 58
operating activities 57,069 38,608
CASH FLOWS FROM INVESTING BREZTEHRERERE
ACTIVITIES
Purchases of items of property, HBEYE BER
plant and equipment RiEIEE (159,875) (125,720)
Purchase of other intangible assets B A& &E = (117)
Proceeds on disposal of items of HEWE - BER
property, plant and equipment HREIEEB FREFAE 21 6
Capital contribution to joint ventures A& & QA aTE - (600)
Purchase of available-for-sale EEaHEERE
investments (2,400) (18,300)
Proceeds from government grants XA #68 Bh PTG 3R 18 1,420 130
Net cash flows used in WEEHBRS REFE
investing activities (160,834) (144,601)
CASH FLOWS FROM FINANCING @& fEeEshe
ACTIVITIES
Funding from related parties REEEFTNES 21 - 6,860
Funding to related parties %ﬁ%@ﬁ?@ﬁﬁﬁﬁi 21 (82,700) (800)
Service fee payment for other H (B PRI& B =
borrowings (5,000) =
Proceeds from bank and other TREMERRERE
borrowings 154,790 106,810
Repayment of bank and other BB TREMmER
borrowings (187,451) (85,000)
Proceeds from issue of shares é‘éﬂﬂxﬁﬁﬁﬁfk 93,946 -
Increase in time deposits pledged RS RITRE R
for bank loans mﬂﬁgﬁﬁ 7Syl (147,537) -
Net cash flows (used in)/ generated EEEES) (FTA),/
from financing activities FBIRE REFH (173,952) 77,870
NET DECREASE IN CASH AND BeRBESZERD FE
CASH EQUIVALENTS (277,717) (28,123)
Cash and cash equivalents at YRS NIESEEY
beginning of the period 396,743 194,192
Effect of foreign exchange [EREFHHH)ETE
rate changes, net 784 845
CASH AND CASH EQUIVALENTS HARERRSZEEY
AT END OF THE PERIOD 15 119,810 166,914

Tsaker Chemical Group Limited 2 Z{t 2 EBER A T



Unaudited Interim Condensed Consolidated Statement of Cash Flows

Major non-cash transaction

During the period, the Group obtained borrowings from
International Far Eastern Leasing Co., Ltd. (“IFEL") with total net
proceeds of RMB150,000,000, among which RMB75,000,000 was
settled by cash and the remaining RMB75,000,000 was settled by
endorsed notes receivables (the “Endorsed Notes”). The Endorsed
Notes were then endorsed out by the Group to settle certain
operating payables.

ARERTHERGSRERER

For the six months ended 30 June
HENAZ=Z+THIEAEA

FEFREXRS

RER AEEERRBERHEEFRAR ([ERE
BRHEE]D RSER MERBFEEGEXAEARE
150,000,0007T *+ & A R ¥75,000,0007T E & &
WEEN - EH ARK75,000000TE BBEERE
WEE ([BEZE]) B - BSEZREEZALRER
BEG/ME  WENETEEETRIE -
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEFEZPHERRS PR HRRM

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

CORPORATE INFORMATION

The Company is a limited liability company incorporated in
the Cayman lIslands. The registered office of the Company
is located at 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. The
Company’s subsidiaries are involved in the following
principal activities:

o manufacture and sale of pigment intermediates
o manufacture and sale of dye intermediates
o manufacture and sale of agricultural chemical

intermediates (previously known as mononitrotoluene
(comprising para-nitrotoluene (“PNT”), ortho-
nitrotoluene (“ONT”) and meta-nitrotoluene (“MNT”))
as well as ortho-toluidine (*OT”) and others)

o manufacture and sale of battery materials

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

BASIS OF PREPARATION AND CHANGES TO
THE GROUP’S ACCOUNTING POLICIES

2.1. Basis of preparation

The interim condensed consolidated financial
statements for the six months ended 30 June 2017
have been prepared in accordance with Hong Kong
Accounting Standard (“HKAS”) 34 Interim Financial
Reporting.

The interim condensed consolidated financial
statements do not include all the information
and disclosures required in the annual financial
statements, and should be read in conjunction with
the Group’s annual financial statements as at 31
December 2016.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

For the six months ended 30 June 2017

BASIS OF PREPARATION AND CHANGES

TO THE GROUP’S ACCOUNTING POLICIES
(continued)

2.2,

New standards, interpretations and
amendments adopted by the Group

The accounting policies adopted in the preparation
of the interim condensed consolidated financial
statements are consistent with those followed in
the preparation of the Group’s annual consolidated
financial statements for the year ended 31
December 2016, except for the adoption of new
standards effective as at 1 January 2017 as
summarised below:

Amendments to HKAS 7 Statement of Cash Flows:
Disclosure Initiative

Amendments to HKAS 12 Income Taxes: Recognition
of Deferred Tax Assets for Unrecognised Losses

Annual Improvements Cycle — 2014-2016

Amendments to HKFRS 12 Disclosure of Interests
in Other Entities: Clarification of the scope of
disclosure requirements in HKFRS 12

The adoption of the new standards and amendments
does not have any significant effect on the interim
condensed consolidated financial statements of the
Group.

The Group has not early adopted any other
accounting standard, interpretation or amendment
that has been issued but is not yet effective.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

REER P B AR S M RRME

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

RESTATEMENT

During the year ended 31 December 2016, the Company
completed a business combination of Tsaker Dongao
under common control of Mr. Ge Yi. Tsaker Dongao was
established on 15 March 2004. Huage Holdings Group Co.,
Ltd. (EXEREREFR AT (“Huage Holdings”), controlled
by Mr. Ge Yi, acquired the entire equity interests in Tsaker
Dongao from an independent third party on 11 September
2014.

On 4 May 2016, Tsaker Chemical (Dongying) Co., Ltd. (¥
=2 (R%) AR A7) (“Tsaker Dongying”) and Huage
Holdings entered into a sale and purchase agreement (the
“SPA”). According to the SPA, Huage Holdings agreed to
sell and Tsaker Dongying agreed to purchase the entire
equity interests in Tsaker Dongao, a directly wholly-owned
subsidiary of Huage Holdings, at an aggregate cash
consideration of RMB17,361,000. The acquisition was
completed on 18 July 2016.

As the Group and Tsaker Dongao were under common
control of Mr. Ge Yi, the acquisition is considered
as a combination of entities under common control.
Accordingly, the assets and liabilities of Tsaker Dongao
have been accounted for at the fair value recognised by
Huage Holdings when it acquired Tsaker Dongao and the
consolidated financial statements of the Group prior to the
business combination have been restated to include the
results of operations of Tsaker Dongao commencing from
the date when Tsaker Dongao became under control of
Huage Holdings. The consideration paid by the Company
for the acquisition has been accounted for as an equity
transaction in the consolidated statement of changes in

equity.

The Group incurred transaction costs of RMB520,000
for this acquisition. These transaction costs have been
expensed and are included in other expenses in profit or
loss.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

3.

RESTATEMENT (continued)

As a result of the business combination, the relevant line
items in the unaudited interim condensed consolidated
statement of profit or loss and other comprehensive

income, changes in equity and cash flows for the six
months ended 30 June 2016 have been restated as follows:

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

B3 (&)

HREBKAM BE_T-—RFAA=TH
IEREAZ REEZDHMERGEERRE
fEEkER BREHRLASRERE
BAMIECE ST

Tsaker
The Group Dongao The Group
r&EE KERR rEE
(as previously
reported) (as restated)
(AT 2R) (&£=5)
Condensed consolidated statement BHE-T—RF
of profit or loss and other ANA=ZTHLEARER
comprehensive income for 2 BRGEaER R
the six months ended 30 June 2016: Hitn2ERER
Revenue g 500,299 295 500,594
Profit for the period N HA R 75,100 (509) 74,591
Other comprehensive income RERE M2 EBA
for the period, net of tax M IE 8,812 - 8,812
Total comprehensive income for the period 7K HAfS 2 FE U A 4848 83,912 (509) 83,403
Condensed consolidated statement HE-_T—AF
of changes in equity for ANA=ZTHLEARER
the six months ended 30 June 2016: ZERRARREHE
Equity attributable to the owners of BRAEE AEG R
the parent 926,000 - 926,000
Deemed contribution from BIEERRE 2 LA
the then shareholder - 24,626 24,626
Total comprehensive income R-ZE—HER-_T—MNF
in 2015 and 2014 ZEBEB AL = (4,162) (4,162)
Total comprehensive income for BHE-T—RF
the six months ended 30 June 2016 ANA=ZTHLEARER
ZEEBAEE = (509) (509)
Total equity EmER 926,000 19,955 945,955
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

REER P B AR S M RRME

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

3. RESTATEMENT (continued) 3. E (&)
Tsaker
The Group Dongao The Group
iy 3| FERR &M
(as previously
reported) (as restated)
(MAT2H]) (&RE5)
Condensed consolidated statement of HE-Z—KRHF
cash flows for the six months ended NA=TRHRLEARER
30 June 2016: ZEBREeHEeRE
Net cash flow from operating activities REFDMEHSREFE 33,076 5,532 38,608
Net cash flow used in investing activities BREEHFRREREFE (131,731) (12,870) (144,601)
Net cash flow from financing activities BMEEHIEHREeREFE 71,810 6,060 77,870
Effect of foreign exchange rate [EXEEMFTE
changes, net 845 - 845
OPERATING SEGMENT INFORMATION 4. g nIWE R

The following tables present revenue and profit information
for the Group’s operating segments for the six months
ended 30 June 2017 and 2016, respectively.

rEBEE-_ZT—tER-ZZT—R"FARA=
+HIEANERA Z &L RS KFEFER D
BIFELN T RAZHFIR ¢

Agricultural Corporate, other
Pigment Dye chemical Battery Total unallocated expenses
intermediates  intermediates  intermediates materials segments and eliminations ~ Consolidated
s 100
RAEHX
Six months ended HzoE-tf EATEE  ZHTER REGER Bitis AR REHEH &&
30 June 2017 RAZTALAER RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudiited) (RE&H) ARBTR  ARMTR  ARETR  ARMTR  ARBTR AR  ARETR
Revenue Wi
External customer ReSBERORE 100,782 303,593 202,271 555 607,201 - 607,201
Inter-segment REABRGNE 56,075 172,476 88,205 - 316,756 (316,756) -
Total revenue EHE: 60 156,857 476,069 290,476 555 923,957 (316,756) 607,201
Results E3
Segment profit At 18,703 69,560 10,042 (449) 97,856 (22,281) 75,575
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

4. OPERATING SEGMENT INFORMATION (continued) 4. #R&H5IER (&)
Agricultural Corporate, other
Pigment Dye chemical Battery Total  unallocated expenses
intermediates  intermediates  intermediates materials segments and eliminations ~ Consolidated
i 380
AOEFX
Six months ended HEZT% FHbEE FHbEE REMERE Eitih g RABHEA )
30 June 2016 NAZTAEAER RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(unaudited) (restated) (REE%) (4E5) ARETL  ARBTR  ARBTR  ARETR  ARETR ARETR  ARETR
Revenue Wi
External customer RENPEPOE 96,529 241,075 162,990 - 500,594 - 500,594
Inter-segment REABEOSE 83,259 161,390 39,738 = 284,387 (284,387) =
Total revenue CHEG 179,788 402,465 202,728 = 784,981 (284,387) 500,504
Results £
Segment profit AERER 28929 65,008 20,254 = 116,191 (21916) 94,275

The following table

presents assets and liabilities

information for the Group’s operating segments as at 30
June 2017 and 31 December 2016, respectively:

AEER-F—tERA=ZTER-F—A
FTZA=Z+—RZEESHEERARE
B RIEMTREFIR -

Agricultural Corporate, other
Pigment Dye chemical Battery Total  unallocated expenses
intermediates  intermediates  intermediates materials segments and eliminations ~ Consolidated
bREL
AIREX
ERTER Posial ] REHEE Bitirsl AREE RAHHER &4
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT ARETT ARETT
Assets BE
30 June 2017 (unaudited) ~ W=E—+E/A=1A
(AEER) 267,944 1,155,206 551,391 140,051 2,114,592 (11,350) 2,103,242
31 December 2016 (audited) RN-F—7~&+-F=1-H
(BE7) 522,078 1,029,140 522,850 8,049 2,082,117 (142,384) 1,939,733
Liabilities 8k
30 June 2017 (unaudited) ~ R=F—+%E/A=1A
(REER) 251,237 907,505 106,979 110,623 1,376,344 (339,781) 1,036,563
31 December 2016 (audited) M=F-~E+ZA=1-H
(&5 205,865 804,036 469,748 101 1,479,750 (501,002) 978,748
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

REER P B AR S M RRME

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

4. OPERATING SEGMENT INFORMATION (continued) 4.

Corporate and eliminations

Research and development expenses are not allocated
to individual segment as these are managed on an
overall group basis. These are included in corporate and

eliminations in the segment disclosures.

ReEsWER (&)
R I H

EAEREERAEA -

MEERDEEER -
e EREDHERNBEST  GELHBEE

BRESEREBN S

For the six months
ended 30 June
BEZANB=1+HIEAEA

2017 2016

—E—+tF ZE—RF

RMB’000 RMB’000

ARET T ARBTT

(CLEUCHECN  (Unaudited)

(REBFER) (REEZ)

(Restated)

Reconciliation of profit EAY R (#E75)
Segment profit 7 5B | 97,856 116,191
Elimination of intersegment transactions DEER FHIEE (224) 47
Corporate and other unallocated expenses EEEMAR SR (22,057) (21,963)
Profit before tax s %t B Vi A1) 75,575 94,275
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

4.

OPERATING SEGMENT INFORMATION (continued)

Geographical information

Revenue from external customers

4.

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

ReEsBWER (&)

L=RINEI 06

For the six months
ended 30 June
BZEANA=THILEAEAR

2017 2016

—E—+tHF —ET—RF

RMB’000 RMB’000

ARET T ARBTT

(UGEULCGCG)M  (Unaudited)

(REEZ) (REEZ)

(Restated)

(g&E5)

Mainland China A 5] K P 381,333 333,632
India HE 69,970 55,655
United States of America (the “US”) EH 32,959 22,784
Italy =Nl 24,953 12,836
Germany == 22,250 23,624
Taiwan = 21,975 14,895
Indonesia HEEMmE 18,984 14,139
Spain Giibi 12,932 6,877
Brazil wayic] 9,071 5,350
Japan H 7 6,660 6,007
Korea 45 2,722 1,176
Turkey THEHE 352 2,119
Other countries HaFHx 3,040 1,500
607,201 500,594

Revenue information above is based on the locations of the

customers.

The Group’s non-current assets are substantially located in

Mainland China.

BB EERTREEFAEMERSR -
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

REER P B AR S M RRME

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

5. FINANCE COSTS 5. BIBEA
An analysis of finance costs is as follows: KA
For the six months
ended 30 June
BEARA=THLERERAR
2017 2016
S el =~
RMB’000 RMB’000
AR¥T R ARBEFTT
(CLEUGEC)N  (Unaudited)
(REBEX) (REEEZ)
(Restated)
(&=E75)
Interest on bank and other borrowings ARAFRNEEREEN
wholly repayable within five years RITREMERAFIE 14,096 8,746
Other finance costs At B 5 R 2,160 1,407
Less: Interest expenses capitalised W BARMEF B (8,850) (5,162)
7,406 4,991

The weighted-average interest rate of capitalisation for
the six months ended 30 June 2017 is 6.03% (for the six

months ended 30 June 2016: 5.03%).

Tsaker Chemical Group Limited & {t E&£EHR A 7
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

6.

PROFIT BEFORE TAX

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

AEERP B RRS M HRRMEE

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

6. BRBADER
AEBEWRRBAENDENBRATERE

e s
For the six months
ended 30 June

BEZXA=1+HLAEA
2017 2016
—E—+tF AN
RMB’000 RMB’000
AR%T T ARBTIT
(BLEUGCHCECN  (Unaudited)
(RBFEZ) (REEEZ)
(Restated)
(&E5)
Cost of inventories sold BEEFEMKA 451,048 341,187
Depreciation e 30,811 25,149
Research and development costs [P 6,121 5,114
Amortisation of prepaid land lease payments T HbE & TR R 5 2,286 2,287
Auditors’ remuneration 1% £ B 357 B 2,675 1,473
Wages, salaries and welfare I8 #FHakER 48,425 46,216
Pension and other social insurances EIRE R EARRE 7,984 9,559
Exchange losses, net b i B8 5 58 31 6,119
Impairment of trade receivables E ZREWGRIERE 614 -

Loss on disposal of items of property, HEME - BE R

plant and equipment FAEIE A B ETE 260 152
Write-down of inventories to net realisable value  1F&#MUE 2 Al &R FE 1,200 2,069
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

REER P B AR S M RRME

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

7. INCOME TAX EXPENSE 7.

The Group calculates the period income tax expense using
the tax rate that would be applicable to the expected total
annual earnings. The major components of income tax
expense in the interim condensed statement of profit or
loss are:

FR8BAX

AEEEREANERFERSAENHRE
STEHIEMEMRAN - SRR HIE
REEXRNTIEAMBAWT :

For the six months
ended 30 June
BZEANA=THILEAEAR

2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR®T T ARBETTT
(OLEULGECG)N  (Unaudited)
(REBEX) (REEEZR)
Current income tax expense EHERAX
- The People’s Republic of China (the “PRC”) —HEARKLME ([FE]) 16,140 15,356
- Hong Kong — &8 1,052 1,811
Deferred income tax expense BIEFTST A X 838 2,517
Total income tax charge for the period RNERAFEFTS T A 2 4258 18,030 19,684

Tsaker Chemical Group Limited & {t E&£EHR A 7
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AEERP B RRS M HRRMEE

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT
The calculation of basic earnings per share attributable

to ordinary equity holders of the parent is based on the
following data:

For the six months ended 30 June 2017
BE_T—tFA=+HLEA

BRAREERSRAARGERER

SRR ERRESER ARGERERNEFT)
ERNATEEE

For the six months
ended 30 June
BEXA=THLAEAR

2017 2016
—E—+tF —E—RF
(UGEULGCG)E  (Unaudited)
(REBEZR) (REEEZR)
(Restated)
(&E5)
Earnings: B
Profit for the period attributable to ordinary REARE AR L BERES A
equity holders of the parent (RMB'000) eI T (AREETFT) 57,545 74,591
Number of shares: RHEE
Weighted average number of ordinary shares BARiTEERERETI
for the purpose of the basic earnings per ERARNE TS (FA%)
share calculation ('000) 1,012,283 1,002,250
Earnings per share B & F
Basic and diluted (RMB) EARRES (AR¥TT) 0.06 0.07

Pursuant to the annual general meeting held on 16 June
2017, a bonus issue of shares of the Company (the “2017
Bonus Issue”) on the basis of 1 bonus share for each
existing share held on 30 June 2017 was approved.
522,125,000 bonus shares were issued under the 2017
Bonus Issue on 13 July 2017.

The weighted average number of ordinary shares for the
purpose of the basic earnings per share calculations for
the period ended 30 June 2017 has been adjusted and that
of 2016 has been restated to reflect the 2017 Bonus Issue
in accordance with HKAS 33.

The Group did not have any dilutive potential ordinary
shares during the six months ended 30 June 2017 or 2016.

BERZZE—tF AT ABRTHRER
FRE BMELARAEBARKR (2T —
HERELAN])  PEEANR_T—LFX
A=1THRENERI\ERG ARE—IRA
e RZTE—+FLAT=HERE=F—
+FALEATFIALEE522,125,000 8 4T fi% ©

HEZZ—+FRZFT—A"FAA=THL
B AR EERERZR T AL AR NE
FHHE S RIRBES ST EAFEI3RARE
REF - AR T FRBELF) -

AEBREE_ZT—+tFH_FT—F~A
—tALEARNEARTETWEEEELR
Hﬁo

INTERIM REPORT 2017 FHf%R

55



56

Notes to Unaudited Interim Condensed Consolidated Financial Statements

x

L

EZHHERGES M HRRME

For the six months ended 30 June 2017

HE_T—tFRA=THINEAR

PROPERTY, PLANT AND EQUIPMENT
Acquisitions and disposals

During the six months ended 30 June 2017, the Group
acquired property, plant and equipment with an aggregate
cost of RMB146,503,000 (the six months ended 30 June
2016 (restated): RMB158,473,000).

The amount of borrowing costs capitalised during the
six months ended 30 June 2017 was approximately
RMB8,850,000 (the six months ended 30 June 2016:
RMB5,162,000).

Assets with a net book value of RMB278,000 were disposed
of by the Group during the six months ended 30 June
2017 (the six months ended 30 June 2016: RMB158,000),
resulting in a net loss on disposal of RMB260,000 (the six
months ended 30 June 2016: net loss RMB152,000).

As at 30 June 2017, no impairment loss was provided (31
December 2016: Nil).

Tsaker Chemical Group Limited 2 Z{t 2 EBER A T
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EE AR AR A R#146,503,0007T (B E—
T—REANAZTAHLEREA (EEH) : A
R #158,473,0007T) BEWZE - BE K&
5 -
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

10.

11.

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

AVAILABLE-FOR-SALE INVESTMENTS 10. AHtHERE
KVNITH- 31 December
2017 2016
—E—tF —TRE
Y=L =+ — F =1+—H
RMB’000 RMB’000
AR%T R ARBEFTT
(Unaudited) (Audited)
(REEEZX) (gEZ)
Non-publicly traded investments, at cost: BUAGTEZIFRRARHIRE
Private equity fund in Tibet Winshare REB R ERE R
Equity Venture Capital Fund eaBiE (BRER)

Partnership (Limited Partnership)
(“Winshare Equity”)

(ITXEAIE]) 2hEEER

20,700 18,300

20,700 18,300

The private equity fund represents an investment in
Winshare Equity and is stated at cost less any impairment,
as there is no market price available.

As at 30 June 2017, no impairment loss was provided (31
December 2016: Nil).

INVENTORIES

During the six months ended 30 June 2017, the Group
wrote down RMB1,200,000 (the six months ended 30 June
2016: RMB2,069,000) of inventories to their net realisable
value.

11.

REESHENRNHAAEZRE  BARNLE
RISTHE - RRANBEFRETIR

RZZE—+tFRA=+H AEEXLE:
RAEEEBR (ZE—X"E+-_HA=1+—8:
)

FE
HE—_Z—+FA=1THIENEAR &
£ B MR F & A R 1,200,000 (B =
TE-RNERNA=ZTHILAEA: ARE
2,069,0007T) EH A IRFE o
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

REER P B AR S M RRME

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

12.

TRADE RECEIVABLES

EE ) L6/

30 June 31 December

2017 2016

—2—+tF —E-RF

ACIER =N - — A=+ —H

RMB’000 RMB’000

ARBT T ARBFTT

(Unaudited) (Audited)

(RBEZ) (EER)

Trade receivables =) 3G N 227,002 206,623
Impairment provision RERE (614) =
226,388 206,623

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

Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the
fact that the Group’s trade receivables relate to a large
number of diversified customers, there is no significant
concentration of credit risk. Trade receivables are non-
interest-bearing.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

12.

TRADE RECEIVABLES (continued)

An ageing analysis of the trade receivables as at the end
of the reporting period, based on the invoice date and net
of provisions, is as follows:

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

ESRWKE (&)

WEHHRNE S REFENREK DT
(ERNBER AWK EE) 0T

30 June 31 December

2017 2016

—E—tF —E-RF

ANA=TH iy k=

RMB’000 RMB’000

ARET T ARBT T

(Unaudited) (Audited)

(REBEZR) (')

Within 1 month —{E AN 119,419 98,412
1 month to 2 months —{E A =™M1E A 44,860 55,084
2 months to 3 months MEAZ==EA 29,835 25,091
3 months to 4 months =@A=MEA 5,322 11,395
Over 4 months P& A A 26,952 16,641
226,388 206,623

The movements in provision for impairment of trade
receivables are as follows:

B HRWFIERER BN EBNT

30 June 31 December

2017 2016

—B—+tF —E-RF

IRl - — A =1+—H

RMB’000 RMB’000

AR®T T ARBEFT

(Unaudited) (Audited)

(REEER) (FE&EZ)

At 1 January n—HA—H = =
Impairment provided RERE 614 =
614 -

As at 30 June 2017, provision for impairment of trade
receivables is a provision for individually impaired trade
receivables with a carrying amount before provision
of RMB614,000. The individually impaired receivables
mainly relate to a customer which was in unexpected
difficult economic situations and it is expected that these
receivables would not be recovered.

R-ZT—+t&FEXA=1+8 " BHRKFEH
EREABERNREE S EUGBEEE - K&t
BEEmEAARKE614,0007T © @7BIEE
RGBT EEHEREIMCERNENEFS
B AFESRSRERGEE T wE -
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For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

12. TRADE RECEIVABLES (continued) 12.

The ageing analysis of the trade receivables that are not
individually nor collectively considered to be impaired is as

BES5EWRE (&)

JEE RIS H R WHAR AREN R 5 R KER
RO -

follows:
30 June 31 December
2017 2016
—E—+iF —E-REF
V- =l +—— A=1+—H
RMB’000 RMB’000
AR¥T T ARBT T
(Unaudited) (Audited)
(REER) (EE|Z)
Neither past due nor impaired BE AR @ BRI AR B 156,791 152,430
Less than 1 month past due wEI LR —EA 29,344 31,822
1 to 3 months past due wmE—==EA 14,651 13,744
Over 3 months past due BEI=E A E 25,602 8,627
226,388 206,623

Receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience, the
Directors are of the opinion that no provision for impairment
is necessary in respect of these balances as there has
not been a significant change in credit quality and the
balances are still considered fully recoverable.
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Notes to Unaudited Interim Condensed Consolidated Financial Statements

AEERP B RRS M HRRMEE

13.

TRADE PAYABLES 13.

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

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

B 5 ENRE

REBRERRE HEN KRB RE DN (R
IBBZAMGE) #IIWT

follows:
30 June 31 December
2017 2016
—E—+iF —E-REF
ANAZTH gl =!
RMB’000 RMB’000
AR¥T ARBT T
(Unaudited) (Audited)
(RBEZ) (EE=Z)
Within 1 month —MRAR 105,716 76,871
1 month to 2 months — (&A= mfE A 36,301 56,146
2 months to 3 months MEAZ==EA 20,612 22,092
Over 3 months =@AE 140,761 101,414
303,390 256,523

The trade payables are non-interest-bearing and are
normally settled on 30-day to 90-day terms.

BHRENFARTEE  WABERI0AEW
BEI SRR A E
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REER P B AR S M RRME

For the six months ended 30 June 2017

BE_T—tFXA=THILXEA

14.

INTEREST-BEARING BANK AND OTHER 14. FERITRHEMMER
BORROWINGS
30 June 2017 31 December 2016
“E-tEXA=TH ZE-E+ZRA=1-H
RMB’000 RMB'000
ARETR ARETT
(Unaudited) (Audited)
(REER) (EE%)
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
BRAIE(%) IR ARETT PG IR ARETR
Current B
Bank loans - unsecured RTEH - EEE HIBOR+2.7 2017 26,203 HIBOR+2.7 2017 26,832
Bank loans - secured BIER - FER 3.92-760  2017-2018 151,790  3.92-7.60 2017 214,790
Other borrowings - secured Hibfgs - A 10.83-10.84 2018 56,316 - - -
234,309 241,622
Non-current FEENE
Bank loans - secured BIET - BER 5.23-6.98  2018-2019 210,000 5.23-6.98  2018-2019 240,000
Other borrowings - secured HipfEs - 58 10.83-10.84  2018-2020 86,660 = = =
296,660 240,000
Total et 530,969 481,622
Analysed into: SHMT :
Bank and other borrowings AR TEEIEEN
repayable: FATREMER -
Within one year —ER 234,309 241,622
In the second year to FEZERE
fifth years, inclusive (AEEHERE) 296,660 240,000
Total @it 530,969 481,622

Tsaker Chemical Group Limited & {t E&£EHR A 7
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AEERP B RRS M HRRMEE

15.

16.

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

CASH AND CASH EQUIVALENTS 15. BRERFALEEY
For the purpose of the unaudited interim condensed REEZHHEBREARERERTEER
consolidated statement of cash flows, cash and cash REEEWAKIBLIT
equivalents are comprised of the following:
30 June 30 June
2017 2016
—EB—+tF —T—RF
~NA=1+H ~NA=1H
RMB’000 RMB’000
AR¥T T AR®ET T
(Unaudited) (Unaudited)
(REERZ) (REEZ)
(Restated)
(&=z=75)
Cash at bank and in hand RITHEREIRE 78,779 167,431
Time deposits TEHAITE K 261,030 300,000
Less: Restricted cash B RRBEE (1,079) (517)
Pledged time deposits for IR E A7 SR A
short term bank loans ESREERITER (218,920) (300,000)
Total cash and cash equivalents BeMReEEYER 119,810 166,914
Denominated in RMB AARBEE 74,766 106,673
Denominated in other currencies AE &8 EHE 45,044 60,241
Total cash and cash equivalents ReMReEEWRRE 119,810 166,914
FAIR VALUE AND FAIR VALUE HIERARCHY OF 16. SR TEZAAREBERAABESER

FINANCIAL INSTRUMENTS

The financial assets of the Group mainly include cash
and cash equivalents, restricted cash, trade and notes
receivables, prepayments and other receivables, other
non-current assets and investment in joint ventures which
are accounted for as loan and receivables, and available-
for-sale investments which are accounted for as available-
for-sale financial assets. Financial liabilities of the Group
mainly include trade payables, other payables and
accruals, interest-bearing bank and other borrowings and
dividend payable which are accounted for using amortised
cost. The carrying amounts of the Group’s financial assets
and financial liabilities closely approximate to their fair
value.

i

AEENCREEIZEERERAESEE
Y ZXR\E  BHERURFBAREBRERE -
BRI REMERFOR - R 3EREEE
MREERRZERE » YARINEERME
WK IR A R 42 51 4E R] 44 1 & & B B 2 A 1 i
HERE - AKENERABETIEZEREES
e FRIR - M E N SR R EE IR - 5HE
RITREMERMENAS - DR EHKAR
AR - AEENEREERSBRAGBNRE
BEREAAREERES -
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For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

17. FINANCIAL ASSETS AND FINANCIAL

LIABILITIES

17. SREENESBMAE

Set out below is an overview of financial assets and RZZE—tFRNAZ+BMN=ZE—RF+=

financial liabilities held by the Group as at 30 June 2017

and 31 December 2016:

31 December

2017 2016
—E—+iF —E-REF
AV:ERd=l +—— A =+—H
RMB’000 RMB’000
AR¥T T ARBTT
(Unaudited) (Audited)
Financial assets SREE (RBER) (EEZ)
Loan and receivables B3 fE WA
Trade and notes receivables B 5 EWGRIE & B RS 329,055 281,029
Financial assets included in prepayments s ATERT OB K E At fE U
and other receivables RIEHNSEE 73,328 49,988
Restricted cash SRS 219,999 72,461
Cash and cash equivalents BeMIBEEEY 119,810 396,743
Other non-current assets HihIEmen B E 12,636 -
Investments in joint ventures REERFIZKE 900 900
Available-for-sale financial assets A ESREE
Available-for-sale investments A ERE 20,700 18,300
776,428 819,421
30 June 31 December
2017 2016
—E—tF —E-REF
YR = +— S =1+—H
RMB’000 RMB’000
AR® T AR®ET T
(Unaudited) (Audited)
Financial liabilities at amortised cost BEBERAIRENEREE (REERZ) (&%)
Trade payables & SN FIE 303,390 256,523
Financial liabilities included in other AT AE MR FRIE R
payables and accruals st RENERAtE 93,716 169,113
Interest-bearing bank and other borrowings 5T BIRIT R EMER 530,969 481,622
Dividend payable FERRE 38,115 -
966,190 907,258
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AEERP B RRS M HRRMEE

18.

19.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities
as at 30 June 2017 (31 December 2016: Nil).

OPERATING LEASE ARRANGEMENTS
As lessee

The Group leases certain of its property, plant, and
equipment and premises under operating lease
arrangements with terms from 1 January 2017 to 31
December 2020 and from 23 May 2017 to 22 May 2022,
respectively.

As at 30 June 2017, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

18.

19.

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

FREE

F:;—tiﬁH*+E N & AT
MEARAREBE (ZE—AF+_A=+—
H:&)-

REBEHER
EREBA

AEBEELERERZET  BAES ?%%
BEREHEARET  HEHSRBEZ
+tE—A—BRE-_T-_FTEFE+-_F[= + H
rEBZE—+tFRA-Z+=ZHE=-_Z_—
AA=Z+=H-

RZZE—LFEXA=1tRH AEBERKHME
TAREKEHERERESBOT

30 June 31 December

2017 2016

—E—tF —ET—RF

YR d=l - — A =1—H

RMB’000 RMB’000

AR TR ARBTT

(Unaudited) (Audited)

(REEZ) (EE=Z)

Within one year —F R 5,474 5,276
In the second to fifth years, inclusive —EEAF (BEEREMS) 13,167 7,397
18,641 12,673
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REER P B AR S M RRME

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIENEAAR

20. COMMITMENTS 20.

In addition to the operating lease commitments detailed
in Note 19 above, the Group had the following capital
commitments at the end of the reporting period:

EiE

B E XM 19 R B HE ARSI - AE
BN MEHROERNAEHFINT

30 June 31 December

2017 2016
—E—tF —E-REF
AV IRl - — A =+—H
RMB’000 RMB’000
AR¥T T ARBETTT
(Unaudited) (Audited)
(RBEZ) (&%)
Contracted, but not provided for BEETHBI R B4
plant and machinery R K 2= 299,424 182,200
Capital contributions payable to MREREEE
equity investments 29,300 31,700
328,724 213,900
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For the six months ended 30 June 2017
BE_T—tFA=+HLEA

21. RELATED PARTY DISCLOSURES 21. BELIHE
The following table provides the total amount of HEZZ—+tFR-ZT—R"FAA=THIE
transactions that have been entered into with related NEAAEEEEES 2 X505 - URR
parties during the six months ended 30 June 2017 and —E—+tFXRAZTARZE—ARF+=A
2016, as well as balances with related parties as at 30 =t+—BASEEBRES CHREEHREN
June 2017 and 31 December 2016: N
(a) Transactions with related parties: (a) EHREELZZXS:

For the six months
ended 30 June

BEAA=THLEAESA
2017 2016
—E—tF —ERF
RMB’000 RMB’000
AR¥T R ARBFT
(Unaudited) (Unaudited)
(REEZX) (REEHER)

(Restated)
(&E75))
Related party funding from REBEEFNES
Huage Holdings =R (i) - 27,006
Related party funding to BYRERNES
Huage Holdings ERER (i) 85,697 7,800
Property leasing fee MEHEER
Huage Holdings EXRER 658 789
Deposit and part payment of MEXERINOES R
acquisition fee paid to Fh 5> Ui i 2
Huage Holdings (ii) = 5,016
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For the six months ended 30 June 2017
BE_T—tFA=+HLEA

21. RELATED PARTY DISCLOSURES (continued) 21.
(a) Transactions with related parties: (continued)
Notes:
(i) Fundings from and fundings to related parties

are mainly for meeting capital requirements of
the Group. These fundings were unsecured,
interest-free and had no fixed repayment
term and were included in other payables
and accruals, and prepayments and other
receivables, respectively, of the consolidated
statements of financial position at 30 June 2017
and 31 December 2016, respectively.

(i) On 4 May 2016, Tsaker Dongying, an indirectly
wholly-owned subsidiary of the Company,
and Huage Holdings entered into the SPA.
According to the SPA, Huage Holdings agreed
to sell and Tsaker Dongying agreed to purchase
the entire equity interests in Tsaker Dongao,
a directly wholly-owned subsidiary of Huage
Holdings, at an aggregate consideration
of RMB17,361,000. Tsaker Dongying paid
RMB5,016,000 out of the total consideration on
30 June 2016.

(b) Outstanding balances with related parties:

RELRE (&)
(a) EHEBEEZZRES:(#)

(i) KERGTREINESETE
ERENAEEESRE - &
FECREER 2ERLE
BElEEFE - wahlFt AR
ZE—+FEXRA=ZTHEERZZT—
RETZA=+T—BXBNE
B BRSSP RO Ho Al B A 5K
T8 N EET & A RFE A 5RIE K
Hofth FEUCHRIR

(if) “E-RFREAOB EER
2 (ARARNEEZENBER
A) EEXERITIVEE #HE
RiEEEWHE  EXERAE
HERFERERNERERE
AR #17,361,0007T i % &
RE (ZEXERONEERZENE
AR WEEEE - R_F—X
FRA=ZTH BEREEX
TR EH M AKRS5,016,000

JT °©

(b) BREESRGEENER:

K[UNIT W 31 December

2017 2016
—E—+tF —E-RF
ARA=1H pyeERad=

RMB’000 RMB’000
ARBT T ARBEFTT
(Unaudited) (Audited)
(REEFX) (EER)

Other payables and accruals:  HAsENZRENEAER :
Huage Holdings LR

(i) 781 87,398

The above balances are unsecured, non-interest-
bearing and repayable on demand.

Notes:

(i Controlled by Mr. Ge Yi.
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21.

22,

23.

24.

For the six months ended 30 June 2017
(E-E—tFRNA=THIEAEA

RELATED PARTY DISCLOSURES (continued) 21. BESEE (&)
(c) Compensation of key management personnel (c) FAEBXEEEAEHNMHE :
of the Group:
For the six months
ended 30 June
BEARA=THLEREAR
2017 2016
—E—+tfF —T—RF
RMB’000 RMB’000
AR¥TT ARBEFTT
(Unaudited) (Unaudited)
(REEEZX) (REEEZ)
Compensation paid to key MEZEBABZNOME
management personnel 1,659 1,307
DIVIDEND 22. KA
The Board does not recommend an interim dividend for BEEe UV I EEAREBEE T —tF A=+
the six months ended 30 June 2017 (six months ended 30 BIENEASEREMFBERE (22—
June 2016: Nil). NENAZTHIEANEAR  £) -
EVENTS AFTER THE REPORTING PERIOD 23. HEHRBIE
On 21 July 2017, the Company, Mr. Liu Zhixun (the “Seller”) BARARAF - BESEE ([ER]) HEE
and Ynnovate Sanzheng (Yingkou) Fine Chemicals Co., =fE (&0) BRI BARAT ([BERQF]
Ltd.* (BRIZAE (& R) BB THARAAF) (the “Target o [EEI=1E]) EEMERKEAE TIHRRK
Company” or “Ynnovate Sanzheng”) entered into a ERE RZTE—tFtA=Z+—A8 K
termination agreement (the “Termination Agreement”), AE - BFHEBREARRI MR IEHE ([K1E
pursuant to which the parties agreed to terminate a legally Wl Bt - FINFRERER=_ZT—+t
binding memorandum of understanding dated 10 February FZRATHITIMEERAORNNRBEES
2017 (the “MOU”) in relation to the proposed acquisition tr ([REEESE])  RABBEARA (E
of 75% equity interest in the Target Company by the EEMBAR) BEHREBIZART5%K
Company (or its designated subsidiary) from the Seller, as RS o
the Company, the Seller and the Target Company could
not reach an agreement on certain terms in respect of the
proposed acquisition.
APPROVAL OF THE INTERIM FINANCIAL 24. #LEPHBBEER

INFORMATION

The interim condensed consolidated financial information
of the Group for the six months ended 30 June 2017 were
authorised for issue in accordance with a resolution of the
Board on 23 August 2017.

AEEBE-FT—LFAAZ+ALABA
B AR A BT S B ER =B — &\
A=+ ARE—HEFERBREET
%
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Definitions

B=

‘2016 AGM” means the annual general meeting of the Company held on 17 June 2016
[—E—XFERFAFAS g ARAR-B—AFEAATEBETZREBFEAG

“2017 AGM” means the annual general meeting of the Company held on 16 June 2017
[TZ—tFRRBEFKE] §E  ARRAR-ZE—tFRATRBETZERBFRE

“2017 Bonus Issue” means the proposed issue of bonus Shares to the Shareholders whose names

appear on the register of members of the Company as at the close of
business on 30 June 2017 on the basis of one bonus Share for every one
existing Share held on 30 June 2017

[~ FRELN] B ERRASEEFAASTBEERHAEREEIAARRRAMZIRFET
Ak BES-T—+FRNA=THEHE —RRARMD AT EE —RAK

“Articles of Association” or means the articles of association of our Company (as amended from time to

“Articles” time), approved by the written resolutions of the Shareholders on 12 June
2015 and effective from the Listing Date

[ A =2 A = (4881 £ ARFRESERAR (BARER)  R-ZE-REFAA T -HLRREEAR

AEAEL B LT A B

“Audit Committee” means the Audit committee of the Board
[EREE® ] E ERgEREER
“Battery Materials” means iron phosphate
BT g BEBAY
“Board” means the board of the Directors
252 s wHe
“Cavalli” means Cavalli Enterprises Inc., a company incorporated in the British Virgin
Islands with limited liability on 11 March 2011, wholly-owned by Mr. Ge Yi
[Cavalli] #¥6  Cavalli Enterprises Inc. * R-ZE——F=A+—BEEABELESFMR L

MBRRR  AXCELEZEHRE

“China Investment Securities” means China Investment Securities International Brokerage Limited, a
corporation licensed to carry out type 1 (dealing in securities) and type 4
(advising on securities) regulated activities under the SFO

[ 1% E 5] B PREFERELERAR RABRBRESFMABRIETE IR (FHFRS)
REE (MBFREER) SREBHORFEE

* For identification purpose only
* EREE

Tsaker Chemical Group Limited 2 Z{t 2 EBER A T



“Company”, “our”, “our Company”,

“we”, “us” or “Tsaker Chemical”

ANCIRERE A R AR Z-Sa)

“Controlling Shareholder(s)”

[ 42 AR R

“Director(s)”

[E%]

“DIPS”

[DIPS]

‘DMAS”

[DMAS

“DMSS”

[DMSS ]

“DSD Acid”

[DSDE |

“EIT”
[TEEMEH

“General Mandate”

[ —ARIsHE]

means

means

=1
]

means

means

means

=
H

means

Definitions

B

Tsaker Chemical Group Limited (¥ &{LZEEHFR A A*), a company
incorporated in the Cayman Islands with limited liability on 29 October
2014
FEABEEBR A"
YHER AT

CRRIE N AT AAERESESEMK

the controlling Shareholders of our Company, namely Mr. Ge Yi and
Cavalli
FEAR AHERAR R (BN X% A& K Cavalli)

the director(s) of our Company

RRBES

Diisopropyl succinate, which is used for the production of DPP pigments
and plastic
T -B—_2RAE - BREEDPPER K2R

Dimethyl acetylsuccinate, is used for the production of food yellow
pigments, agricultural chemicals, other food additives
CHmET BT AREERQLEEEMN  RE  HhREAMNE

Dimethyl 1,4-Cylohexanedione-2,5-dicarboxylate, is used for the
production of quinacridone pigments and photosensitive polymer
1,4-3R 0 ZfA-2,5- — P — R - AR EEEN RN RRERS

4.4’-Diaminostilbene-2,2’-disulfonic acid, which is used as an
intermediate of dyes, fluorescent whitening agents and pesticides
A4 TRETRKZIE-2,2- @l BERE - XTI RR BTN AR

enterprise income tax of the PRC
PR EMISHR

the general mandate granted to the Directors by the Shareholders at the
AGM to allot, issue or otherwise deal with Shares of up to a maximum
of 20% of the aggregate nominal amount of the share capital of the
Company in issue at the date of the AGM (being 100,225,000 new
Shares)

HERRAREBAFAGRBREFRE  BOIAEMATAEERRND 2 —RE
- BEROHEE RAARRKREAFAS BHEHTRAEEENRE20%
(B1100,225,0008% ¥ A& 17 )
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Definitions

2

“Group” means
[A%E ] =

“Guotai Junan” means

[BEREL] Ecl

“HK$” or “Hong Kong dollars” or means

“HK dollars”or “HKD”

[E7T) sk %] i
“Hong Kong” means
[&%] =
“herbicides” means
[BREH ] B

“Huage Holdings” means

E-adid Ecl
“|FEL” means
[EREREE] B

“independent third party(ies)” means

&% =77 | o}

“intermediates”

[ R i

our Company and our subsidiaries from time to time

AR RTE G EAT

Guotai Junan Securities (Hong Kong) Limited, a corporation licensed to
carry out type 1 (dealing in securities) and type 4 (advising on securities)
regulated activities under the SFO

BRBELRES (BE) BRAR - RAIREESRMEGRIETEIR (BFX
5) REAE (BEFRHEER) TREEDOFHIER

Hong Kong dollars, the lawful currency of Hong Kong
EREEEWET

Hong Kong Special Administrative Region of the PRC
PEFEERFRIITHR

a chemical agent used to kill or inhibit the growth of unwanted plants
ARSI H Z s E Y £ R (L B EEE

Huage Holdings Group Co., Ltd. (EXZEREEARAF]), a company
established under the laws of the PRC on 6 December 1999 and was
held by Mr. Ge Yi and Mr. Ge Jianhua

EXEREEERAT R—ANNFETZARBREBEPEVEEKIH AT
RRCEERKBELSEDRFE

International Far Eastern Leasing Co., Ltd.
ERBEBREESEER A

a person, persons, company or companies which is or are independent
of, and not connected with (within the meaning under the Listing
Rules), any directors, chief executive or substantial shareholders of our
Company, any of its subsidiaries or any of their respective associate(s)
BYRARNRREEAHBEARESE  TETHRASHFERRLREZEN
g AT BB mEE (EER TR H—BXZEAL  — K%
E /NG

chemicals that are used as raw materials to produce other chemical
products

EREERMCBRAEMFHEEY)
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“iron phosphate”

[ Bk i |

“Joint Placing Agents

[ Bt fw Bl & AR32 )

“Listing”
[ £

“Listing Date”
[ A

“Listing Rules”
[ EmsR Al

“MNT”

[MNTJ

“Model Code”

[R2E<p A ]

“MOU”

[ARAR T 8%

means

means

means

=1
B

means

=}
]

means

=]
B

means

means

means

Definitions

B

the core raw material for producing cathode materials for lithium ion
batteries-ironic phosphate, which is finally used as cathode materials
for lithium ion batteries and widely applied in the area of automotive
power battery, energy storage battery, lithium battery for daily electronic
products etc.. This product has very strong market synergy with one of
our major products named n-methylpyrrolidone (“NMP”). The downstream
of NMP is used as lithium-ion battery solution

A ESRE M IE R BB E R0 B R WRRIEREEMIERMEEZ
FERRAEBNEM - #eEN  AREFTEREENEEZES - ZERT
HEEPIIRAN-F BRI ([NMP ) 2 GG 558 1) T 35 15 [F & © NMP T3
&R £ BRI EMSER

collectively, Guotai Junan and China Investment Securities, and each a
Joint Placing Agent
BB RTREFEFNSE  UEB RBEIEENRE

listing of the Shares on the Main Board of the Stock Exchange
Pt BRBSE 22 P AR BT

3 July 2015
—E-nF+HA=H

the Rules Governing the Listing of Securities on the Stock Exchange
Bt P& A E AR Al

3-nitrotoluene or meta-nitrotoluene, which is used as agricultural
chemical intermediates, pharmaceutical intermediates, and dye and
pigment intermediates

B-WMEFRLEHERE - BiEREhHEE  BEPEBIAH REN T8

the“Model Code for Securities Transactions by Directors of Listed
Issuers” in Appendix 10 to the Listing Rules
EHARBIMSETAIE [ EHETAERFETIESRSHHIRLESTE ]

a legally binding memorandum of understanding dated 10 February 2017
entered into amongst the Company, the Seller and Ynnovate Sanzheng
in relation to the proposed acquisition of 75% equity interest in Ynnovate
Sanzheng by the Company from the Seller

RIB—+F - ATHIYHNEERORNNGFRERS - B (HPaE) K
DA BB ZAERAREIRE G EZERIE SR =ML 75% kM AT 3L
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2

“Mr. Ge Yi” or “Mr. Ge”
[RARFE] S [REE]

“Mr. Ge Jianhua”
[ REESLA

“mononitrotoluene”

[—AHEF X
“NMP”

[NMP]J

“‘OBA”
[OBA]

“ONT”

[ONT]

“OT”
[OT]

“Placee(s)”

YN

“Placing”

[FCE=1E

A

Tsaker Chemical Group Limited &

means

Ge Yi (XX), one of our Controlling Shareholders, an executive Director,
our Chairman and Chief Executive Officer

B RN BAERRERZ —  BITES - ERRITHAH
means Ge Jianhua (X &%), the founder of our Group and the father of Mr. Ge Yi
E KEZE REBRIBARKCEENRE
means PNT, ONT and MNT
E  PNT: ONTEMNT
means N-methyl-2-pyrrolidone, which is used in the clean energy industry,
including lithium battery manufacturing, high polymer material industry
and pharmaceutical industry, etc.
B ON-FE2WRKEEH - ARERERITE  BEESEHEE 20 FTEEYM
B B 1T
means optical brightening agents that are widely adopted in the production of
paper, detergent and textile
¥ EREANER  BRERSBREENASEL
means 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
¥ 2 WEFERNMHEERE  BERETREBNEME  THEIRED - #B5
PEEE - AN RERREES
means ortho-toluidine, a downstream product of ONT, primarily applied as
intermediate for agricultural chemicals, especially herbicides
¥ OMFERE ONTHTHER FTERERZE (LEEREH) BHhHEE
means any professional, institutional or other investor(s) procured by the Joint
Placing Agents or their agents to subscribe for any of the Placing Shares
pursuant to the Joint Placing Agents’ obligations under the Placing
Agreement
¥ ABRERERBREARIBRRIS R E ISR R TR ERBEMA
MRS D 2 EHE - BB E MR EER
means the placing of up to 21,000,000 new Shares on and subject to the terms
and condition set out in the Placing Agreement
B RBEEREHEPTEIGER GBS & 221,000,000 B (7
{LEEBERAR



“Placing Agreement

[ & ek

“Placing Shares”

[ &R ]

“PNT”

[PNT]

“PRC” or “China” or “Mainland

China”

[ e ok [ A B R RE |

“Prospectus”

[ B R AAE |

“Review Period”
NE=EE

“RMB”
AR

“Seller”
(&7
“Share(s)”
[ ]

“Shareholder(s)”
[ ]

“Stock Exchange”
[ Bt 22 PRy |

means

means

means

=1
B

means

=}
B

means

=1
B

means

=}
B

means

=
=]

means

{=r}
B

means

=
=]
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the conditional placing agreement dated 28 April 2017 entered into
between the Company and the Joint Placing Agents in relation to the
Placing
RARHEBERERERAEEFEIVARA T —+FNA-TN\BZEK
i EwE

up to 21,000,000 new Shares to be placed pursuant to the Placing
Agreement
IRIRAC & 35 1 T Bl & 5% % 21,000,000 A 8 A 17

4-nitrotoluene or para-nitrotoluene, which is used as the raw materials for
dye intermediates and pigment intermediates,including DSD Acid
A-THEF RS H AR R - AERE R REEN P BN RME - BEDSD

i

the People’s Republic of China, and, for the purpose of this report,
excluding Hong Kong, Macau Special Administrative Region of the PRC
and Taiwan, unless otherwise indicated

REARKEME - RIEXESEME  KAREMS - TEESE - PER
FIRFRITTIR (R R 28

the prospectus of the Company dated 23 June 2015
RAARBHAZS—AF A T=BNBRHASE

for the six months ended 30 June 2017
HE-_ZT—tFA=1+HILA~HEA

Renminbi, the lawful currency of the PRC
FEEEEEARK

Mr. Liu Zhixun
REZEAE

the share(s) of the Company
AR Z &GS

the shareholder(s) of the Company
RAEIIRE

The Stock Exchange of Hong Kong Limited
BRBMEZHMBR LR
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2

“Target Company” or “Ynnovate
Sanzheng”

[BIEAR] sk [&AI=1L]

“Termination Agreement”

[#& -t
“tonnes”
[ |

“Tsaker Dongao”

[FERR]

“Tsaker Dongying”

“US$” or “US Dollar” or “USD”
[%&7t]

A

Tsaker Chemical Group Limited &

means

Ynnovate Sanzheng (Yingkou) Fine Chemicals Co., Ltd.* (& A|=1F (&Q0)
ML THERAR), a Sino-foreign joint venture company established in
Yingkou City, Liaoning Province of the PRC and its registered capital was
RMB168 million, 75% of which was held by the Seller and 25% was held
by E&A Investment Limited as at the date of this report

B BEIZAE(BD) BAECIAERAR  RPREEZEEEAOTHLNPIEGEDR
A AMERRARK168EET - NARE A - & RE&A Investment
Limited 7 31458 75% 1. 25%

means termination agreement dated 21 July 2017 entered into amongst the
Company, Seller and Target Company, pursuant to which the parties
agreed to terminate the MOU and the proposed acquisition with effect
from the date thereof

B ARRBFEABRQAGRZT—tFLAZ T BRI GE  Bt
AT REBRIE SRR E TS SRR WE - YEZBEHREN

means metric tonnes
= NI
means Shandong Tsaker Dongao Chemicals Co., Limited
E  IWEEEREEBERAQT
means Tsaker Chemical (Dongying) Co., Ltd. (K &(LE (HEL) AR RAF), a
company established under the laws of the PRC on 20 May 2014, and an
indirectly wholly-owned subsidiary of our Company

B OERLE(RE)BARAR RZZ—NFRAAZTAREBFRBEERINA

AIRARRFEERENE R
means United States dollars, the lawful currency of the United States
E  EBEEEE®BET
{LEEBERAR
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